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December.15,:1994,

EA No. 92-112

.Honeywell, Inc. |
' ATTN: Jennifer Crawford, Counsel

Corporate Operations
P.O. Box 524
Minneapolis, MN- 55440-0524

,

SUBJECT: NRC INSPECTION REPORT-NO. 040-07982/91001(DRSS)
AND INVESTIGATION REPORT NO. 3-91-003,

This refers to the inspection conducted'by John R. Madera of this office'on
February 4,1991. At the conclusion of the inspection, the findings were
discussed with 'those members of your staff identified in the enclosed report.

Areas examined during the inspection are identified in the report. -The
' inspection consisted of a selective examination of.the circumstances

surrounding.the transfer.of an NRC licensed program and interviews witn'
licensee management personnel. The inspection warranted further. investigation
by the NRC's' Office of Investigation and.a. synopsis of that investigation i
report is also enclosed. >l

Based on the results of the investigation, one a'pparent violation was-
. identi fied. The apparent' violation of 10.CFR 40.46 involves the deliberate
failure of the licensee's staff to obtain written consent'by.the Commission -

for the transfer of NRC licenses. This apparent violation is now being . 1

considered for. escalated enforcement action in accordance with the'" General |

Statement:of Policy and Procedure for-NRC Enforcement Actions" (Enforcement .

Policy),- 10 CFR Part 2, Appendix C.
.

.

= A transcribed enforcement conference to discuss th'is apparent violation has
been scheduled for January 10, 1995, at 10:30 a.m. (CST) in the Region.III
' office located at 801 Warrenville Road, Lisle, Illinois. ' Driving directions - -|
to the Region III office are enclosad.~ The purposes of this conference.are: )

. to. discuss the apparent violation, its cause and safety significance;' to j
provide you the opportunity to point out'any. errors in our inspection report;
and to provide an opportunity for you to present'your proposed corrective-
action (s). In. addition, this is an opportunity for.you to' provide any
information concerning your perspectives on (1) the severity of the 1

; violation (s), (2) the application of the factors.that the NRC considers,when. )
" it determines the amount of a civil penalty that may be assessed in accordance

.with Section VI.B.2 of the Enforcement Policy, and-(3) any other application
-of the Enforcement Policy to this case, including the exercise of discretion
in accordance with Section VII. You will be advised by separate
correspondence of the results of our deliberations on this matter. No
response regarding the apparent violation is required at this time.
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Honeywell, Inc. 2

I
In accordance with 10 CFR 2.790 of the NRC's " Rules of Practice," a copy of
this letter and its enclosure will be placed in the NRC Public Document Room.

Sincerely,

Original t n, od bgi
,

. John A. Grobe .

John A. Grobe, Chief
Nuclear Materials Inspection

Section 2

License Nos. SUB-1436, SUB-971,
22-01870-19, 22-14386-01

Docket Nos. 040-08830, 040-07982,
030-18699, 030-20529

Enclosures: 1. Inspection Report
No. 040-07982/
91001(DRSS)

2. Synopsis of 01 Report
3. Driving Directions

bcc.w/o encls: J. Lieberman, OE
J. Goldberg, 0GC
R. Bernero, NMSS-
PUBLIC -1IE07

DOCUMENT NAME: G:LTRS2LIC\MTLS\040\94407982.LO2
Ta recalve a copy of INa document, Indicate in the bon: "C" = Copy without attachmentlenclosure "E" = Copy with attachment / enclosure @ * = ) copy.

OFFICE RIII | RIII E RIII f r; A _ |6 RIII % ]-r
NAME Hays:dp DeFayette/dq P GrobeLM) /tEut/K, dI
DATE 12/ /94 12// 7 /94 12/ 6 /p4 12/)6/94

OfflCIAL RECORD COPY

T E0'I



;,a .>
, . . . .

D C,P3 %.C, $h.y %, *r,
,

g g.. .

ny;'

'
r -1 ; ,

W',
. MAR 0 41991-T

,

_.Honeywell ilnc. . License No. SUB-971' ',

fATIN: ' Carl 11eier
.

, ' Docket No. 040-07982
,

Corporate Environmental
Counsel j

2701 Fourth Avenue South
1Hinneapolis, MN 55408

' Gentlemen:
.

,

This- refers to the special inspection conducted by.Mr.; John R. Madera of.this
office on February 4',1991, of circumstances sur. rounding the transfer of NRC - ',License No. SUB-971 to Alliant Techsystems, Inc. and to the discussion of our
findings with you and other Honeywell staff at the' conclusion of the
inspection. Also present during the inspection was Mr. Bruce Berson,.

.

Regional Counsel.

The inspection was initiated in response to a letter we received dated
December 19, 1990 from James R. Persoon, Ph.D.,'Lorporate Director,

,

Environmental Management of .Alliant Techsystems, Inc. and the subsequent *

telephone conference. held on' January 8,1991 with Mr. Jim Fitzsimmons, j
formerly of Honeywell, Inc., and members of my staff. The enclosed inspection-

.

report identifies the area examined during the inspection. Within this area,
the inspection consisted of .interv.iews with you and other lioneywell, Inc. and ;

TAlliant'Techsystems, Inc. personnel. 't
.

During this inspection, certain of your activities appeared to be in' violation
of HRC requirements. You will bc notified by: separate correspondence of-our j
decision regarding enforcement action based on the findings.of this inspection.-

;

A written response ~ is not ' required at this- tine. ;

In accordance with 10 CFR 2.790 of'the Commission's regulations, a copy of'
this letter and the enclosure will.be placed in-the NRC Public Document Room.

.{
<

We will gladly discuss eny'questiors you have concerning this inspection. .

i

Sinccrely, ,

i
i

PDR- ADOCK 04007982 John A. Grobe, Chief ',9103120156 910304-
*

C PDR- !!uclear Materials Safety Branch

Enclosure: Inspection Report !
.No. 040-07982/91001(DRSS) '

cc w/ enclosure: ;-

o DCD/DC6(RIDS)
,

cc
v- bcc w/ enclosure:

D. Funk, RAG '

,ef)- h~j L w
IfI, j }iI (1,1) gRll'" Rll

gp g gC} ;GrMcCann Beggop i lj PeprgongMaera/s
, _ _ _ _ _ _ _ _ _ _ . _ , . _ _ ___-
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U.S. IlVCLEAR REGULATORY. COMMISSION

REGI0tl III

Report flo. 040-07982/91001(DRSS)
"

Docket ~ flo. 040-07982

License tio. SUB-971 Category B Priority 1

Licensee: Honeywell, Inc.
5640 Smetana Drive
Minnetonka, Mil 55343

Inspection Conducted: February 4,1991

Purpose of Inspection: This was an announced inspection conducted to review
the circurastances surrounding the transfer of HRC
licensed prograns,

q
~_ R. Raderaluf u f3 9/' Inspector: -

d

Uc m
-

Dat/e '

S nior Licensing Reviewer
.

Q {} . n

Participant: y)M4/J DA/2de/ '

Eruce Berson Date
Regional Counsel

9103120163 910304
PDR ADOCK 04007982
C PDR

kc.- * au 2r! /ff/P.eviewed By: m
GeorgdflTBC, ann,fEieT-- Da - #
Materials Licensing Sectiin

g 8 //[ -
Approved By: <bIf Date

-

pF i t . Gr *

t - car Materials Safety
ranch

1 Lspection Summary

Inspection cn February 4. 1991 (Report tio. 040-07982/91001(DRSS}}
TARS ficT ETIT!M A!DD77"
Areas Inspected: TIili~was an announced, special inspection conducted at the
IT~tensePs CErporate Headquarters located in Minneapolis, Minnesota, to review
thc circumstances surrounding the transfer of an tiPC licensed program. The
inspection involved interviews with licensee management personnel.
Results: Circumstances surrounding the NRC license transfer were discussed and
one apparent violation of HRC rcquirements was identified: Licensee
transferred control of an t:RC license without written consent by the
Commission, 10 CFR 40.46.

i
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DETAILS.E

i4

1. Persons Contacted

' . * Carl Meier, Corporate Environmental Counsel (Honeywell, Inc.).

* Warren Simpson, Counsel for Securities and Financial Matters ,

(lloneywell , ' Inc. ) '
. .

4.

* Edward W.'Resnick, Corporate Manager Environmental Assurance
'(Honeywell,Inc.)

* Jim Persoon, Environmental ~ Manager (Alliant Techsystems', Inc.)-
* Jim Fitzsimmons, Radiatiori Safety Officer (Alliant Techsystems, Inc.)

* Indicates those interviewed and present at the Exit meeting' conducted on ,

February 4,1991.

2.- Licensed Prograra

Honeywell, Inc. possesses itRC Source Material License No. SUB-971 which
authorizes the posscssion of 750,000 kilograras of depleted uranium metal
for research and development, manufacture and analysis of components for
ordnance devices (e.g., piercing projectiles), and the distribution of
depleted uranium penetrators to individuals.specifically licensed to
possess such material by the HRC or an Agreement State. The licensee has
requested, via license amendment, to discontinue production scale
depleted uranium manufacturing operations.

3. Purpose of Special Inspection

This special inspection was initiated in response to a letter received by
Region'III dated December 19, 1990, from' James R. Persoon, Ph.D., !
Corporate Director,' Environmental Management of Alliant Techsystems, ;

Inc., a d the subsequent telephone conference held on January 8, 1991,
with Mr. Jim Fitzsimmons, Radiation' Safety Officer c.f Alliant .' .

Techsystcms, Inc. and nembers of t'he Region 111 staff. The: referenced'
letter and telephone conference revealed that Honeywell, Inc. transferred
flRC License flo. SUB-971 with a change in owrcrship transaction (spin-off)
to Alliant Techsystems, Inc. , a newly created company, on September 28, :

1990 without written NRC conscht.
*

4. ,.rjspectiop findings

On February 4,1991, an inspection was conducted at the licensee's "

Corporate Headquarters to review the circumstances of the previously
addressed transaction. Interviews were conducted with all individuals
identified in Section 1 of this report. The inspection revealed that
Poneywell, Inc. wanted to divest itself from its' defense and marine .

'

business by trying to sell that division to enother company. However,
this endeavor failed to produce any vitble prospects. Therefore, around
the first quarter of 1990, Honeywell, Inc. began its pursuit of a spin-off

1
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with the Securities and Exchange Commission (SEC). The corporate' spin-off
. involved the Honeywell, Inc.' Defense and Marine Business Group / Division,
approximately 20 percent of Honeywell, Inc., into a separate newly.
created company known as Alliant Techsystems,'Inc.

'

A preliminary Form 10'wasifiled with the SEC in mid July 1990,. the
transaction itself was'not approved by SEC until late August 1990, and it

.was still in question one month before the official completion date of the ,

transaction. The actual transaction date was uncertain until several
days before the transfer finally occurred on September 28, 1990. However,
the licensee failed to obtain 'the required written consent' from the
Commission prior to the transfer which involved an NRC license. The
failure of the licensee to obtain written consent by_the Commissi3h for

' the transTer of an RRE~Ticense constitutes an apparent violation 57 .

TrtW4036.

5. Licensing Issues

The inspectors answered questions concerning the licensee's amendment
request described in letter dated December 19, 1990 (change in ownership
and the proposed scale down of their manufacturing operations).
Deficiencies with the change in ownership subnittal were discussed and
the licensee was'given a copy of the Guidelines For Materials Licensing
Cases Involving Change of Ownership, an attachment to Policy and Guidance
Directive FC 86-2, Revision 1,.d6ted June 21, 1989, for review and
assistance in responding to the requirement outlined in 10 CFR 40.46.

.

6. Exit Meeting

An Exit Meeting was conducted with those individuals indicated in- *

Section 1 at the conclusion of the inspection. The apparent violation
mid the NRC Enforcement Policy were discussed. No information contained
in this report was indicated as proprietary by the licensee.

3
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SYN 0PSIS

On February (28, 1991,NRC), Region 111, requested that an investigation be initiated
the Regional Aan;inistrator, U.S. Nuclear Regulatory

Commission
into the Honeywell, Inc. (Honeywell), Defense Systems Division, alleged
unauthorized transfer of several byproduct, source and or/special nuclear
material licenses to Alliant Techsystems, Inc. (Alliant). Alliant, an
independent, publicly owneo company, was spun-off by Honeywell through a<

planned divestiture on September 28, 1990.

Since the transfer of NRC licensed activity required prior Connission
approval, an investigation was requested to determine if the licensee
(Honeywell) and/or former licensee management willfully violated NRC
regulations.

This investigation substantiated that certain members of Honeywell management
(now Alliant senior corporate management) in deliberate violation of NRC
regulations withheld official notification of the transfer to the NRC until
well after the corporate divestiture of Honeywell's Defense Systems Division
had taken place.

.

I
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|

Case File No. 3-91-003 1 |

i
'

___ _ ___ _ _ _ - - _ _ _ _ - - _



** FROM O' HARE: 1294 s:uth to 188, 188 west to R:ute 53, Route 53 south to Warrenville Road *

(Warr::nville Road is first traffic light after exiting 188, so prepare to
make an immediate left after exit ramp from 188), east on Warrenville Road to
801 Warrenville Road, USNRC is 3rd office building on south side of street.

~

(", & N s g T y f A ' }I "~ ~ ~J'
p Hgman{Estat s f }

' '

[
d 'h'"*h"lf 50 . __._b .

&*I"''
~

# '**"""
. . , _ _ ,

'N g [~| I

,d-tp Q
'

w \ ^

I
~*-

f~y $ h%QLy [ g Tr#
Ej!eGroTr55"*ET 75i.TageQ )=--,

,

J 'm*"I

(k _,f%,
. I. . _f - - ---~~

,

' fg
\ Rowlle *

'
L

. .

,ltasca D '

N
- Wood Date -

'g

Nk' 05
f $D;11e u h li"- - ,e

{ fy h\ )
-n

,h ' 4 ,.
%

Chur hville p_
.

nP ks. gg g
(& b

\ $ f
y SQ

})
' 7 tf E \\

-
-

Cle|fidale Ileg i s 7" ly c

f""""' #
fElmh

1 t
_

"g UVilla Pa k ..._-- Berkele ) f-~wq. . . _ . ~ . -

Lm rd,l{.len Ellynl o ;
sRg7

,,,,m j go

Wheaton y Flowerfield . N: -- c ( ~~
'

;

(~~"" V' ' ~~

! h o k,
_ - (__ L__., k ,__.___._lW w{ p

g.._"] N * F" <j j; [
)[eM

Illghp
h \ q\\I P\ L (s.mu m arna 'Y

g)_ %,ogse<="E[y 6
!g.j'.y;cw @ . _ rirh pgah'I

g~ f.h= g -

(' g,

, 7 I Ilrookfield~
'

f,

_ [ l Yestern Spri

g~ p:1,f_Ji'
/ ) owners.Groyeo

mb o ~b7=

s,,,,,:,cypumjj3, -
A

r eee _ , s,

9MN.%b- .

1-@TI i h ,cou it de

, n
- pf ,' \ \\ lb h P

|||| -~ |b i W:
'

g,,;,-|!,, , ,,g: ru- - - - - - --



_ _ _ _ _ _ -

-

f
~

|o 1

I

j f \ ! O -brook,T,er -

fVestchest rj
-

9

dBe . ,o o

j // k [ q3 p m y " W M,lansl.-WI _;_ _ Q%,
. {o7g cer_r
j

. Q- --' 'l' 1' ~~ / i' ^

j -w-

J # Eh

Mf' [c7c~~fghMWM'M*=- ----X];[dYp >W
gy-ff%1uz: g g dVestern Spri gs

L g

]yp[[
g.

#d "* ''
'

jd

'I h
[f /g ] [ , Indian. ead Park i krflodgkin
k k ( g ,Bedford Park4

0 % A >- O ^
K

"
. gf"7'' ,

Woo]d dge Darien 4E Eef g o
,:r~'a i [' Willoirbrock o(ridge *iew a _g

_ f 5_,

y g .
__

_

__ M"' '' '

[' [ , Santa F' k fii dryIfiis

# k , k.- _

b

/
~

b
,

,

[. Barbers Cornehs
,

[ 7 g
b ( '/ __

!
#

,Cliica3! Ridge J{_
6

P j,LBolingbrook/ y y,y , g[j 17

_gafos 1011 4g 7 | s

~Y3' / 'J/ g } '
_ W _\ 0 Ewn _

: Ae

~ - ~
f-) f [M?"'' ""

\ -

| ,NPT' fy ;
.

_l . // // h p f _
3pthinoor

[ |].
FROM MIDWAY: Cicero Avenue (Highway 50) north to ISS, ISS south to 1355, 1355 north to 188, 188 west to Route 53, n

Route 53 south to Warrenville Road (Warrenville Road is first traffic light after exiting 188, so
prepare to make an iramediate left after exit ramp from 188), east on Warrenville Road to 801 |
Warrenville Road, USNRC is 3rd office building on south side of street. i
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