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COMMUNICATIONS BEWEEN AND AMONG'CG&E, INDEPENDENT MANAdEMENT
( R echt< l/,

REVIEVER AND T!!.20 !' Ann' OVERVIEk'ER
,

5 h e 09 h-

In order to ensure the " arms length" re ationship between CG&E (in ludinl k Iits

nmee+ 2 S ec .contrectors and subcontractors) end the independent r&iewerf and
Ihdcoch thy he tWd--

W- overviewer, while at the same time not unduly restricting the ability
)

of all to complete their efforts, the following protocol shall be adhered to:
1. Consistent with the Commission's November 12', 1982 Order, recommenda-

tions, findings, evaluations and all exchanges of correspondence,
mon 4cre Re Wincluding drafts, between the independent revihwer and CG&E will

A
be submitted to the Regional Administrator at the same time as

-

they are submitted to the licensee. Since the R'egional
I h$j j

t*fekQPWAdmfnistrator has ad itionally required CG&E to p ose aht'* d
g gojpq[ cohJ V 4 <t E b Co tr Ch R R OVf M/IC d o kg !. -

a m the above requirements will also apply to that E- Mokpy m
y & ng v_ t e We th 0 h 0 C $ l \1 :

CO h Oft-Al y -}f d K Q hojv kP AI o ka-|-fly
Ne vleul Concld tou,0 & '' e c a w e rorganization.

- dq
7- I M Mf & pt-o e C "

ikbf2. The independent management reviewer and the t W d p2rt; feenr fi~ IL YP

() U f r d I C U|ef'
_

erganirt:c.; have a clear need for prompt access to whatever
Sinformation they require to fulfill their role as described in

the Commission's November 12, 1982 Order and in the cover letter

to this protocol. To this end, the independent reviewer and Merrd-
-pr- - overviewer may request documentary material, meet with,

and interview individuals, conduct telephone conversations, or

g-b
'

.
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visit the site to obtain information without prior notification

YO
sf the'hTC. All communications and transmittals of information

shall, however, be documented and such documentation shall be

maintained in a location accessible for hTC examination. To the

extent that any individpal contacted or interviewed requests that

his or her name not be-revealed, that information need not be

included in the documehtation but shall, if requested, be made

available to appropriate hTC personnel.
.

.

.3. If the independent reviewer or thM p . % overviewer wishes to

WS CS8 6
discuss substantive matters related to information obtained, #

'

to provide an interim report to CG&E,or to discuss its findings

or conclusions with CGSE in advancp of completing its report,
r u ( h d JCu J.rfchJ

or if CG&E desires such communication, 4t shall be in r meetingi j^ D G Cto mp |tl d
open to public observation. In this regard, CGSE shall provida

MttbihyE An 54 C aa minimum of five days advance notice to the Regional dministrator g
The Regional Administrator shall make reasonable efforts to notify

representatives of interested members of the public of the meeting,

but the inabili,ty'of any person to attend shall not be cause for

delay or postponement of the meeting. Transcripts or writ' ten
CGL G

minutes of all such meetings should be prepared by ti; i; dq:nd 4
- ih m ay c=:uw and provided to the hTC in aw c a.c . m r

timely manner. 6; = ic n ion; scic1; - a h .c g r-+ m W fin;. m 1

f u C k %ee 4 blC kb r\] p 0 Phon o #

.
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4. The h staff wr4-1- have direct contact with the independent4A
(. wt h ouf k n @ doncA e QMJmanagement reviewer or overviewer, as necessary oNr per/or

k 4ravmi%I ky)
5. All documents submitted to he hxc subject to this Protocol will be

placed in the NRC Public Document Rooms (PDR) in Batavia, Ohio, and

Washington, D.C., and will be available there for public examination

and copying.. .
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Docket No. 50-358

Cincinnati Gas and Electric
Company

ATrN: Mr. V. H. Dickhoner
President

139 East 4th Street
Cincinnati, OH 45201

Dear Mr. Dickhoner:

By letter dated November 26, 1982, you proposed that Bechtel Power Corporation

(Bechtel) be retained as the independent organization to conduct the review

of CG&E's management of the Zimmer project required by Section IV.B(1)(a) of

the Commission's November 12, 1982 Order. Supplemental information yn support
10, a ro, 3 /, f9g3,3

of this request was provided with your letter,of January 3,19S2, iu suspuusu -

q,,er*4mme ,-nne q.,e 4. ,. E t : u g n,,6 ;; , 19 3 3 , _em

We find the selection of Bechtel for this assignment to be consistent with the

independence criteria outlined in the Commission's letter of February 1, 1982

to Congressmen Ottinger and Dingell. We believe Bechtel can be of considerable

help to CG&E and the Zimmer project based upon their proven success in assisting

other utilities with their projects (e.g., South Texas; WNP-2; Diablo Canyon).

However, since it appears that you may also propose to retain Bechtel in a

substantive role in the completion of the project, you should understand that

we would only consider Bechtel eligible for such a role provided that you

retain an additional independent organization, acceptable to the NRC staff, to

conduct a overview of Bechtel's and CG&E's review, conclusions, and recom-

- mendations conce.rning the management .of the Zimmer project pursuant to Sec-
N

tion IV.B.(1) of the Order. Enclosure 1 provides our. rationale for this

C-1 f,_cc'd t r.45 -
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Cincinnati Gas and Electric
Company - 2. - .

decision. Note that this requirement for an additional indepe'ndent organi-

zation to conduct such an overview would not replace the requirement to include

an outside audit organization, which did not perform the activities being

audited, in the comprehensive quality verification plan required under Sec-

tion IV.B. (2) of the Order.

The independent overview organization should be a recognized management con-

sultant and must satisfy the independence standards contained in the Ottinger/

Dingell letter. This overview is intended to assure that the management review

findings and recommendations. t compromised by the proposed future rela-

tionship between CG&E and Bechtel. Upon completing its effort, the independent

overview organization shall provide CG&E and the NRC simultaneously with a

written report documenting its actions and conclusions.

We look forward to your proposal of an organization to conduct the inde-

pendent overview of the management review and recommendations. We intend

to act as expeditiously as possible on that proposal. Since the public's eKhntive

comments offered on your proposal for approval of Bechtel have bee, considered
VJ e Ao no4 esvisro n +ke s& wiL 6. ucenodlUin our decision, im u m eyeviLuulu Ivi uhli: nat is evi w 2;icacdr

h q W Q lb [u t- r p u b IC. CO M MY d b c [ Ore __ Peo C kf 0 4 r cIfC I d@ .

While we have approved CG&E's proposal to use Bechtel to perform the review

under Section IV.B(1)(a) of the Order subject to the retention of an acceptable

management consultant, certain details pertaining to Bechtel's plans.for con-

ducting the management review of CG&E need amplification. To expedite resolu-

tion.of these matters, we would like to meet with you and Bechtel as early as
,

t

.-
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Cincinnati Gas and Electric
,

Company -3-

possible. We propose to hold the meeting in Cincinnati, and make it open to

public observation. I will contact you shortly regarding arrangements for the

meeting.

I am also enclosing a copy of the protocol which NRC expects to be followed
i

s uring the management review under Section IV.B(1) qf the Order as to contacts
h.4C | Adfpcdk4 MH9Med Nncerl

betweert ur among UUst., echtel), and the' ridit --..:h krd- party selected to do

the independent overview (Enclosure 2).

The approval granted by this letter is limited to Section IV.B(1)(a) of the

Order.

Sincerely,

James G. Keppler
Regional Administrator

Enclosures: As stated

cc: See page 4

.

hh "e o e. a *+m+c' e' ean"#4 e- 'te 'c- *w- em+. m + -? 'T - '*-s S Y ', * # $ W'*' " ' * k M S ** N'"#
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Cincinnati Gas and Electric

Company - 4.-

|W 1

cc w/ enclosures: e gn
Mr. Earl A. Borgmann g Qg $ () OL

Senior Vice President
OJ. R. Schott, Plant

Superintendent ! | || )J , / [i C ~

J. D. Flynn, Manager O()
Licensing Environmental y ,

Affairs Department
i DMB/ Document Control Desk (RIDS) Q QG Mk@ k d

Resident Inspector, RIII
Harold W. Kohn, Power fI'

Citizens Against a Radioactive d3 0M 6- Mk NSiting Commission

Environment
Helen W. Evans, State of Ohio
Robert M. Quillin, Ohio
Department Of Health

Thomas Applegat.e
Thomas Devine, Associate

Director, Institute for
Policy Studies

Dave Martin, Office of
Attorney General

Mark Wetterhahn, Esq.
Jerome A. Vennemann, Esq.
Gretchen Hummel, Ohio

Consumers' Counsel
James R. Williams, State

Liaison Officer, Ohio
Disaster Services Agency

/
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C0!!!!UNICATIONS BE'IVEEN AND A!40NG' CG&E, INDEPENDENT MANAGEMENT
'

( R ecid< l/.iREVIEWER AND T!! nD PART! OVERVIEVER

h e F K-

In order to ensure the " arms length" relationship between CG&E (including its

imrmee+ -7 (he ti.4ed-Fec Me lcontre ctors and subcontractors) end the independent reViewerf and
Indeerkehhoverviewer, while at the same time not unduly restricting the ability

of all to complete their efforts, the following protocol shall be adhered to:

1. Consistent with the Commission's November 12, 1982 Order, recommenda-

tions, findings, evaluations and all exchanges of correspondence,

including drafts, between the independent rev&re FWP LTmu W.i t
wer and CGLE will

/\

be submitted to the Regional Administrator at the same time as

they are submitted to the licensee. Since the Regional

I h t'fe enh
Administrator has additionally required CG&E to propose anthird

W he C.O h J U k co tg C q T\ O \/<* rtf I ( m/ of kg !, c- Moha,g

.r&j p q We l$ym o f 0 C $ l 'l be vmW Concla rou, G kd V e C 0 h Mt hd O $flhd
n.,m.act, the above requirements will also apply to that M m

ne vit at

Cohcgr-bly M hohop kpah o-f- d eorganizction.

7- l M Mf r 7t-o e Chj

reviewer and the th'rd party e$2r"iru hfh eb r e it2. The independent management

() Utr\lltWer
erg -i ntice have a clear need for prompt access to whatever

S
information they require to fulfill their role as described in

the Commission's November 12, 1982 Order and.in the cover letter

to this protocol. To this end, the independent reviewer and Ahml-

7c-i. overviewer may request documentary material, meet with

and interview individuals, conduct telephone conversations, or

|

|

U)c'd fr B C i

r
\b & h

1, ,



-
.

,

. . .

2-
. .

visit the site to obtain information without prior notification
+o
sf the hTC. All communications and transmittals of information

shall, however, be documented and such documentation shall be

maintained in a location accessible for NRC examination. To the

extent that any individual contacted or interviewed requests that

his or her name not be revealed, that information need not be

included in the documentation bit shall, if requested, be made

available to appropriate NRC personnel.

,

3. If the independent reviewer or th.d p.% overviewer wishes to

W\ 0 QS 6
discuss su stantive matters related to information obtained #

/\ /

to provide an interim report to CG&E or to discuss its findings

or conclusions with CG&E in advancp of, completing its report,
r u L >\ $ s a cu ulchs

or if CG&E desires such communication, -it shall be in r meetings^ D Q Cto mp |rl
open to public observation. In this regard, CG&E shall provida

rntthingd AA E4 Caa minimum of five days advance notice to the Regional dministrator g
The Regional Administrator shall make reasonable efforts to notify

representatives of interested members of the public of the meeting,

but the inabili,ty of any person to attend shall not be cause for

delay or postponement of the meeting. Transcripts or written
CGL E

minutes of all such meetings should be prepared by the i;. d e p e n d :..:,

G- ym . .y c _ l " -and provided to the NRC in an . 2 c .; c . m _-

timely manner. Ec- .ist ic:n solcly wid. z ur--+ +n +" fins..cial

b h] poPhlon ed Suck w h y Md
.
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Noh i x ib Pro 4-oco L s La I a sac 4- 4Ae w dif 4-#
4. The h staff have direct contact with the independent4

L w thoud- Me aNdunge rA o ""

management reviewer or overviewer, as necessary) o per/ t,

dPQAIMl y
5. All documents submitted to be hKG subject to this Protocol will be

placed in the NRC Public Document Rooms (PDR) in Batavia, Ohio, and

Washington, D.C., and will be available there for public examination

and copying.

g f -n t h rInll\es Aa+ suck
J ~~ ~ s a-awe a vu - ~uc,
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Staff Evaluation of Cincinnati Gas & Electric Co.

Propesal to Conduct the Review of the Management

of the Zimmer Project in Accordance with Section
-

IV.B(1)(a) of the Commission's November 12, 1982 Order

1. Purpose

The purpose of this document is to provide an evaluation of the Cincinnati

Gas and Electric Company (CG&E) response to Section IV.B(1)(a) of the .

Commission's November 12, 1982 Order. The Order requires an independent

review of the management of the Zimmer Project, including management of

the quality assurance and quality verification programs. Specifically:

"Accordingly, pursuant to sections 103, 1611, 182 and 186 of the
Atomic Energy Act of 1954, as amended, and the Commission 's regula-
tions in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED TRA7: ...

B. The licensee shall show cause why safety-related construction
activitics, including reworking activities, should not remain
suspended until the licensee:

.

(1) Has obtained an independent review of its management of
the Zimmer project, including its quality assurance
program and its quality verification program, to determine
measures needed to ensure that construction of the Zimmer
plant can be completed in conformance with the Commission's
regulations and construction permit.

(a) The independent organization conducting this review
shall be knowledgeable in QA/QC matters and nuclear
plant construction and shall be acceptable to the
Regional Administrator. The independent organization
shall make recommendations to the licensee regarding
necessary steps to ensure that the construction of
the facility can be completed in conformance with the

l

i
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Commission's regulations and the cons'truction permit.
A copy of the independent organization's recommenda-
tions and all exchanges or correspondence, including
drafts,-between the independent organization and
CG&E shall be submitted to the Regional Administrator
at the same time as they are submitted to the licensee.
In making recommendations, the independent organization
shall consider at a minimum the following alternatives
for management of the Zimmer project and shall weigh
the advantages and disadvantages of each alternative:

1. Strengthening the present CG&E organization.

2. Creation of an organizational structure where
the construction management of the project is
conducted by an experienced outside organization
reporting to the chief executive officer of CG&E.

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced outside organization reporting to the
chief executive officer of CGSE

4. Creation of an organizational structure with
both quality assurance and construction project
management conducted by an experienced outside
organization reporting to the chief executive
officer of CG&E...."

CG&E's response to the Commission's November 12 1982 Order i contained3

/0, 4 3 /,
in correspondence dated November 26, 1982 and January 3, 1983, to

Mr. James G. Keppler.

Although CG&E requested approval for Bechtel to conduct reviews of both

Sections IV.B(1) and IV.B.(2) of the Order, this evaluation is limited

to Section IV.B(1)(a) of the Order.

!

,
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II. Selection of Independent Reviewer

CG&E has proposed that Bechtel Power Corporation perform both the

management review under Section IV.B(1)(a) and the verification of

the quality of construction and the preparation of a comprehensive plan

for the continuation of construction under Section IV.B(2) of the Order.

Additionally, CG&E intends to use Bechtel as "a joint manager with CG&E

(licensee) of the project until its successful completion." Letter

from W. H. Dickhoner, President of CG&E, to NRC Commissioners, dated

November 10, 1982, pf page 2. The NRC staff kne enne!A
{ 16,a td 1 J, }ered CGSE sub-

mittals of November 26, 1982 and January 3, 1963, the written comments
-

on the November 26 submittal provided by over one hundred members of

the public (organizations and individuals), the clarification of

a bmitted comments, and comments received at a public meetinc hold - - - - -

lh 5 (A b e q, gris vs.t ca e bef po AJdene fra A d[ G ove r mvnda

In' consacering CG&E's proposal, ] < c ou hb b|kin Cincinnati on JaYiEary 5, 19633

P y, c 4 ) ,(GAPthe Staff has used as guidance the letter of February 2,1982 from
J

Chairman Palladino to Congressmen Ottinger and Dingell, which sets

forth the " competence" and " independence" standards that have been

applied by the Commission in determining the acceptability of proposed

third-party reviewers.

The Staff has considered the qualifications of both the Bechtel organi-

zation and the individuals proposed as team members to conduct the

independent review of CG&E's management of the Zimmer project. Inputs

to this review included the information supplied in CG&E's submittal,

1

'
- _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ ____- _ - - _ _ - _ _ - _ _ _
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the Staff's existing knowledge of Bechtel's performance at other nuclear

power plants and information from members of the public as to Bechtel's

competence.

w

We have considered comments that problems encountered by Bechtel at

identified nuclear construction sites (e.g., Midland) demonstrate that

Bechtel is not qualified to perform the Zimmer management review. The

Staff has reviewed Bechtel's overall performance in nuclear projects

and has concluded that Bechtel is qualified to perform the Zimmer

management review. We also note that Bechtel.has proposed a process

forreviewofthefindingsoftheZimmerteamwhichwiK1brigtobear
3 PeC(+lc4h

the full expertise which Bechtel has to offer.f Bechtel has s a,ted that

the Zimmer team will operate independently of the functional management

in the Ann Arbor Power Division (AAPD), that the team's findind9s will
V

be critiqued by the AAPD functional management and that the team's

report will also be reviewed by Bechtel Power Management, which works

independently of the Divisions and reports directly to the President

of the Bechtel Power Corporation.

I.

CG&E's November 26, 1982 letter documents specific experience of the

proposed Bechtel staff to be assigned to this project. The Staff has'

reviewed the qualifications of, and has made inquiries regarding those

persons proposed by Bechtel to be assigned to work on the Zimmer

. management review team,
t

I

!

|
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Based upon its review, the Staff concludes that Bechtel has assigned

top quality personnel to the review team. A number of the individuals

to be assigned to this review have significant experience through

involvement on other projects. Their knowledge and experience in

technical disciplines and in project management demonstrate their

competence to conduct the management review at Zimmer.

In view of our findings with respect to the competence of Bechtel as an

organization and the competence of the individual review team members,

we conclude that Bechtel meets the Staff's technical competence standards.

The Staff also believes that an acceptable organization to conduct a

nrnorom -nce n1so be inin of the utility underverfffentic.n
1Rt Col |J.tI01) NU Ot&naneant#

rev'iew. g/ndependence n. re n-4 as ceing The ability "...to provide

an objective, dispassionate technical judgment, provided solely on

the basis of technical merit ...." PoO of Responses to Questions,

attached to Ottinger/Dingell letter. The Commission further defined

the term by stating that the company approved to conduct an independent

review must be one "... not previously involved with the activities...

that they will now be reviewing...." Id.

The Staff has considered the information provided regarding Bechtel's

role in the Zimmer project by CG&E and Bechtel and the comments offered

by members of the public on the question of independence. We believe

that Bechtel meets the standards of independence outlined in the

. , . . ~ . _ . . _ _ . . . . .. .. . , - . . _ ._ _.
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Ottinger/Dingell letter. However, a number of comments noted that

Bechtel was contacted by CG&E prior to the issuance of the November 12,

1982 Order regarding assistance it could provide in enmpletion of the

Zimmer facility. k'e do not believe that this type of limited contact

with CGSE or the Zimmer project would disqua ify Bechtel from conductipg
ku' See a o ed I a bg vo3 efon., l prp

s
a review of CG&E's management. m On D: Redo .

b e,. k OMfuy eh! t^.) | P 0 \/ I cte- I e emb

GN0h o$ Se G| ,
LA W Ffh 0 n S lh .V n

Notwithstanding the Ottinger/Dingell letter, we also believe it is

necessary to consider whether CG&E's intention to use Bechtel as a joint

manager for completion of the facility and for purposes of assistance

in meeting the requirements of Section IV.B(2) of the Order compromises

Bechtel's independence to perform the management review function. k'hile

the Staff expects Bechtel to conduct an objective review of CG&E manage-

ment, the Staff believes that a separate independent party should be

retained to conduct an overview of Bechtel's review and conclusions under

Section IV.B(1)(a) and CG&E's recommendation under Section IV. B(1)(b)

of the Order. This is required because the proposed subsequent role of

Bechtel could adversely affect their ability to perform the independent
i

management review. This separate, independent party must be acceptable

to the NRC and should be a recognized management consultant which meets

the Staff's independence standards. In this manner, CG&E will have the

benefit of Bechtel's expert advice of its management of the Zimmer

facility and the hTC will be further assured that the proposed relation-

i ship between Bechtel and CG&E does not compromise the recommendations

made by CGSE under Section IV.B(1)(b) of the Order.

.
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III. Review Program

Bechtel's proposed outline and scope for their management review of

Zimmer was submitted to the NRC with CG&E's November 26, 1982 response.

The Staf f has reviewed this outline and scope and finds it acceptable.

Some remaining details, however, need to be clarified. To resolve the.*

Staff's detailed questions, a meeting, open to the public, should be

held to obtain additional information from CG&E and Bechtel regarding

details associated with Bechtel's proposed plan of action.

IV. Summary and Conclusion

1

Based on the Staff's review of the documentation submitted by CG&E and

the verbal and written comments of members of the public, we conclude

that Bechtel meets the Staff's independence and competence criteria for

third party reviewers. However, since a significant amount of concern

i

has been raised regarding the planned dual role of Bechtel, the Staff

believes that an independent overview of Bechtel's review and conclusions

and CG&E's recommendations is required.

|
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Dillon, Red CAdd to p. 6 of Staff Evaluation]

nr

At the January 5, 1983 public meeting and subsequent letters, the

Coalition for Affordable and Safe Energy (CASE) and GAP asserted that

Bechtel would have a financial conflict-of-interest affecting its

objectivity in reviewing CG&E's management of Zimmer because Bechtel

wholly-owns Dillon Read & Co. Inc., an investment banker which has

participated in underwriting debt and equity of the three owners of the

Zimmer facility. In letters dated January 10 and 31, 1983, which are

attached to this evaluation, CG8E has transmitted information from

Bechtel regarding the ownership relationship between the Bechtel family

and Dillon, Read and the percentage of Dillon, Read's business that is

represented by its underwriting from CG&E, Dayton Power & Light Company,

and American Electric Power Company (parent of Columbus & Southern Ohio

Electric Company). On the basis of these submittals, the staff concludes

that there could only be a syeculative and remote effect on Dillon,

Read's business as a result of any recommendations of Bechtel Power

Corporation with respect to the Zimmer project. Bechtel states that it

". . . has no intention of permitting the financial interests of Dillon,

Read & Co. Inc. to interfere with the independent exercise of.its.

~

Judgment as a professional engineering firm." Letter of H. H. Wahl

I
(Bechtel) to William H. Dickhoner- (President, CG&E), dated January 3L,'

1983, page 2. The staff concludes that the financial relationship

between the Bechtel family and Dillon, Read does not compromise Bechtel's

ability to' conduct an independent review of CG&E's management of;Zimmer.
.
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Docket No. 50-358
9

.

Cincinnati Gas and Electric

Company

ATTN: Mr. W. H. Dickhoner

President

139 East 4th Street

Cincinnati, OH 45201

Dear Mr. Dickhoner:

By letter dated November 26, 1982, you proposed that Bechtel Power Corporation

(Bechtel) be retained as the independent organization to conduct the review

of CG&E's management of the Zimmer project required by Section IV.B(1)(a) of

the Commission's November 12, 1982 Order. Supplemental information in support

of this request was provided with your letter of January 3, 1983, in response

to questions contained in my letter of December 28, 1982.

We find the selection of Bechtel to be consistent with the independence

criteria outlined in the Commission's letter of February 1, 1982 to

Congressmen Ottinger and Dingell. We believe Bechtel can be of considerable I

help to CG&E and the Zimmer project based upon their proven success in

assisting other utilities with their projects- (e.g. , South Texas; WNP-2;

Diablo Canyon). However, since it appears that you may propose to retain

Bechtel in a substantive role in the completion of the project, you should

understand that we would only consider Bechtel eligible for such a proposed

{k}v1
''

h5-
u

- - _ - - .
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Company
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future assignment provided that you retain an additional independent organi-

zation,Ctc.exceptable to the NRC staff, to conduct an overview of Bechtel and

CG&E's review, conclusions, and recommendations concerning the management of

the Zimmer project pursuant to Section IV.B (1) of the Order. Enclosure 1
h Y"

provides our rationale to this decision. Note that this requirement for an

independent organization to conduct such an overview would not replace the

requirement to include an outside audit organization, which did not perform

the activities being audited, in the comprehensive quality verification plan,

required under Section IV.B.(2) of the Order.

The independent overview organization shall be a recognized management
CC.analysis consultant and must satisfy the independent standards contained in,

the Ottinger/Dingell letter. Furthermore, this organization should possess.

the requisite amount of technical expertise to perform a meaningful audit

of Bechtel. This overview is intended to assure that the proposed future

relationship between CG&E and Bechtel does not compromise _the management

review findings and recommendations. Upon completing its effort, the
,

independent overview organization shall provide CGSE and the NRC simul-

taneously with a written report documenting its actions and conclusions.

We look forward to your proposal of ar. organization to conduct the inde-

pendent overview of the management review and recommendations. We intend

5 ht| Gig &Q32% ?| "'"~2 ."''?!!MMMh$ygg@in}bhikkthhM49 ?&&si&5& .9 5
- _ m., _.m.._._ _ _ _ _ _ . ,
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to act'as expeditiously as possible on that proposal. In-our-review-we-have ~

h

SI
-

3 P t GC jcons'I"Tidered public comments received.
Ahtn b

While we have approved CG&E's proposal to use Bechtel to perform the review
iunder Section IV.B(1)(a) of the Order subject to the retention of an acceptable

management consultant, certain details pertaining to Bechtel's plans for con-

ducting the management review of CG&E need amplification. To expedite resolu-

tion of these matters, we would like to meet with you and Bechtel as early as

possible. We propose to hold the meeting in Cincinnati, and make it open to

public observation. I will contact you shortly regarding arrangements for the

meeting.

I am also enclosing a copy of the protocol which NRC expects to be followed
$ e_---

kOko-r --l-2~|}-CEr *
during the. management .reviewj under -Section-IV-B(l')-e+-tha Order as do contacts

%h 2 Me r- I h pdm f bE 9 0 r-h/ e.t
between or among CG&E, Bechtel, and the.: additional-thirdeparty selected to do kes%f Of e4 4*, n b r,g reyre w/ u hj,er- -

d4T otthe-ingepen ent overview.(Enclosure 2)? e g 4,,behe T hud
.

.

While your November 26, 1982 letter requested approval of Bechtel for both
'

Sections IV.B(1) and IV.B(2) of the Order, the approval granted by this

letter is limited to Section IV.B(1)(a).

N.- , --m:-mm --msm.WG'-9t NWAMQWMfMMM ddAM,wWMWA+5% WRM
- + . - . - . . .- .--
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Company

Sincerely,

James G. Keppler

! Regional Administrator

.

Enclosures: As stated

cc w/ enclosures:
*

Mr. Earl A. Borgmann

Senior Vice President

J. R. Schott, Plant
!

' Superintendent
.

J. D. Flynn, Manager

Licensing Environmental-
,

-Affairs Department

DMB/ Document Control: Desk (RIDS) ,

Resident Inspector, RIII
'

| Harold W. Kohn, Power.
i .

| Siting Commission-
|-

- Citizens Against n' Radioactive-

, Environment-

E- _ __ _ __b
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Helen W. Evans, State of Ohio

Robert M. Quillin, Ohio

Department of Health

Thomas Applegate

Thomas Devine, Associate

Director, Institute for

Policy Studies

Dave Martin, Office of

Attorney General -

Mark Wetterhahn, Esq.

Jerome A. Vennemann, Esq.

Gretchen Hummel, Ohio

Consumers'. Counsel

James R. Williams, State

Liaison Officer, Ohio

Disaster Services Agency

G
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' Docket No. 50-358
.

Cincinnati Gas and Electric.

Company

ATTN: Mr. W. H. Dickhoner

President

139 East 4th Street

Cincinnati, OH 45201

Dear Mr. Dickhoner:

By, letter dated November 26, 1982, you proposed that Bechtel Power Corporation

(Bechtel) be retained as the. independent organization to conduct the review

of CG&E's management of the- Zimmer project required by Section IV.B(1)(a) of

the. commission's November 12, 1982 Order. Supplemental information in. support

of this request was provided with your letter of January 3,1983, in response

to questions contained in my letter of December 28', 1982.

We find the selection-of Bechtel to be' consistent with the independence

criteria outlined in the Commission's letter of February 1, 1982 to

Congressmen Ottinger and Dingell. We believe Bechtel can be of considerabue

-help to CG&E and the Zimmer project based upon:their pro.en' success in

-assisting other utilities with their projects (e.g... South Texas; WNP-2;.

Diablo Canyon). .'However,;since itLappears'that you may propose to ret'ain?

Bechtel inLa substantive role in the complet' ion:of the project,;you should'-

understand.that we would only consider Bechtel eligible.for such a proposedL

c
i

i
t j
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future assignment provided that you retain an additional independent organi-

zation, exceptable to the NRC staff, to conduct an overview of Bechtel and

CG&E's. review, conclusions, and recommendations concerning the management of

the Zimmer project pursuant to Section IV.B.(1) of'the Order. Enclosure 1

provides our rationale to this decision. Note that this requirement for an

f

independent organization to conduct such an overview would not replace the

requirement to include an outside audit organization,-which did not perform

the activities being audited, in the comprehensive quality verification plan

required under Section IV.B.(2) of_the Order.

The independent overview organization shall be a recognized management

analysis consultant and must satisfy the-independent standards-contained in

the Ottinger/Dingell 1ctter. Furthermore, this organization should possess

the requisite amount of technical expertise to perform a meaningful audit

of Bechtel. This overview is intended to assure that the proposed future-

relationship between CG&E and Bechtel does not compromise the management

review findings and recommendations. Upon completing its effort, the

independent overview organization shall_ provide CG6E and the NRC simul-

taneously with a written report ~ documenting-its actions-and conclusions.
_

1

We look forward-to your proposal of an organization'to conduct the inde-

pendent overview of the management review and recommendations. We intend

, --- - _ , -
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to act as expeditiously as possible on that proposal. In our review we.have

considered public comments received.

While we have approved CG&E's proposal to use Bechtel to perform the review

under Section IV.B(1)(a) of the Order subject to the retention of an acceptable

management consultant, certain details pertaining to Bechtel's plans for con-

ducting the management review of CG&E need amplification. To expedite resolu-

tion of these matters, we would like to meet with you and Bechtel as early as
' possible. We propose to hold'the meeting in Cincinnati, and make it open to

public observation. I.will contact you shortly regarding arrangements for the

meeting.

!

I am also enclosing a copy-of the protocol which NRC expects to be followed

during the management review under Section IV.B(1) of the Order as to contacts
,

between or among CG&E, Bechtel, and the additional third party selected to do
4

the independent overview (Enclosure 2).

While your November 26, 1982 letter requested' approval of Bechtel for both

-Sections IV.B(1) and IV.B(2) of the Order, the approval granted by this

letter is limited to Section IV.B(1)(a).

!

I'
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|

Sincerely,

James G. Keppler
i

Regional Administrator

Enclosures: As stated

cc w/ enclosures:
1

'

Mr. Earl'A. Lorgmann )

Senior Vice President

J. R. Schott, Plant

Superintendent

J. D. Flynn, Manager

Licensing Environmental

Affairs Department

DMB/ Document Control Desk (RIDS)

Resident Inspector, RIII

Harold W. Kohn, Power

Siting Commission

Citizens Against a Radioactive '

Environmenti

,

-na ii---- ...u. .. . . - . - -

_ _ _ _ _ --- m._._w-
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Helen W. Evans, State of Ohio

Robert M. Quillin, Ohio
;

Department of Health

Thomas Applegate

Thomas'Devine,. Associate

Director, Institute for

. Policy Studies

Dave Martin, Office of
,

Attorney General -

-Mark Wetterhahn, Esq.

Jerome A. Vennemann, Esq.

-Gretchen Hummel,.0hio

' Consumers' Counsel-

James'R. Williams, State

Liaison Officer, Ohio-

Disaster Services Agency

>
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Docket No. 50-358

Cincinnati Gas and Electric ,

- Company -

ATTN: Mr. W. H. Dickhoner

President

139 East 4th Street

Cincinnati, OH 45201
~

Dear Hr. Dickhoner:

By letter dated November 26, 1982, you proposed that. Bechtel Powey Corporation

(Bechtel) be retained as the independent organization to conduct the review of

CG&E's management of the Zimmer project required by Section IV.B(1)(a) of the

Commission's November 12, 1982 Order. Supplemental information in support o'f

this request was provided with your letter of January 3, 1983, in response to

questions contained in my letter of December 28, 1982.

We find the selection of Bechtel to be consistent with the independence

criteria outlined in the Commission's letter of February 1, 1982 to

Congressmen Ottinger and Dingell. We believe Bechtel can be of considerable

help to CG&E and the Zimmer project based upon their proven success in

assisting other utilities with their projects (e.g., South Texas; WNP-2;

However, since yew fpravr ikO
*a me y jt'v4f*.re Ys tc|nhIi e f

Diab 1p! (n .). guL L };g made44 clear that-you--intend-4.e-reteinCanyon
Bre|Js . nf4, 4,, (m,,,,k}x. fls frs i

+ haaompletion-of-Zimmer; we-ere-eence/tcrned-that---Bechtel--es-co-manager-- a1

l

-thie-relationship has-the potential-for-inspecting-Bechtel's performance-

i

.i
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ef-the-independent-management-review.Mberefore; assuming you stillintend

,to-retain-Bechtel-for-Seet-ion-IV:B7(2) of"the-Order -we-find -Bechtel-acceptabler

to conduct the -independent. management _ review,---provided that_.you retain, a

.eeparate~ third psrty organizationr acceptable-to-the-NRC' staff,-to-conductan

.everview~of-Bechtel's-review and conclusions und-CG&E's' recommendations.

NC N' MI#* *
Enclosure 1 provides * rationale for decision.

inkaQs.d io c &u,t m el. m GWGCvko #(w ~

The independent overview organization shall be a recognized management

analysis consultant, and must satisfy the independence standards contained

p sse.r.r
in the Ottinger/Dingell letter. Furthermore, this organization should act

M. nphte we J e|- ivcL hof u p &ae, +m pr% s. w_;efu/ _,,),/
44 ave-any7rewn' avpectation4at-itwill perfom-edditionalm: rices # orf

e I &cl. c f..

GC&E-under the. November.12,-1982-Order. This overview is intended to assure

that the proposed future relationship between CG&E and Bechtel does not com-

promise the management review findings and recommendations. Upon completing

its effort, the independent overview organization shall provide CG&E and the

NRC simultaneously with a written report documenting its actions and conclusions.

We look forward to your proposal of an organization to conduct the independent

byerview of the management review and recommendations. We intend to act as

.1*n w.Y vt VER Asyc.
'

Since-the publicis_f
M.

.

expeditiously as possible on that proposal. rnmments

M ,7Id<ss) p a d |iC C n >t m e ,c.|.r ,*

-effere-d o6~yout proposa1-for-approva1 of Bechtirhave-been-considered-in -
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.eur-criteria-for-the-independent-overview organization,-further-opportunity

for-public comment 1 s~not' envisioned.

While we have approved CG&E's proposal'to use Bechtel to perform the review

under Section IV.B(1)(a) of the Order subject to the retention of an acceptable

management consultant, certain details pertaining to Bechtel's plans for con-

ducting the management review of CG&E need amplification. To expedite resolu-

tion of these matters, we would like to meet with you and Bechtel as early as

possible. We propose to hold the meeting in Cincinnati, and make it open to

public observation. I will contact you shortly regarding arrangements for the

meeting.

I am also enclosing a copy of the protocol which NRC expects to be followed

during the management review under Section IV.B(1) of the Order as to contacts

between or among CG&E, Bechtel, and the additional third party selected to do

the independent overview (Enclosure 2).

.

While your November 26, 1982 letter requested approval of Bechtel for both

Sections IV.B(1) and IV.B(2) of the Order, the approval granted by this

letter is limited to Section IV.B(1)(a).
&

s
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- Sincerely, '

,

James G. Keppler
t

Regional Administrator

Enclosures: As stated

1

- cc w/ enclosures: ,

Mr. Earl A. Borgmann

Senior Vice President

_ J. R. Schott, Plant

Superintendent

J. D. Flynn, Manager

Licensing Environmental

Affairs Department

DMB/ Document Control Desk (RIDS)

Resident Inspector, RIII

Harold W. Kohn, Power

> Siting Commission

Gitizens Against a Radioactive

'

Environment

f

b

i
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'Helen W. Evans, State of Ohio

Robert M. Quillin, Ohio

Department of Health

Thomas Applegate
.

Thomas Devine, Associate

Director, Institute for

Policy Studies

Dave Martin, Office of

Attorney General

Mark Wetterhahn, Esq.

Jerome A. Vennemann, Esq.

Gretchen Hummel, Ohio

Consumers' Counsel

James R. Williams, State

Liaison Officer, Ohio

Disaster Services Agency

.
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Docket No.-50-358

. Cincinnati Gas and Electric

Company'

ATTN: Mr. W. H. Dickhoner

President'

139 East 4th Street

Cincinnati, OH 45201

Dear Mr. Dickhoner:

By letter dated November 26, 1982, you proposed that Bechtel Power Corporation

(Bechtel) be retained as the independent organization to conduct the review of

CG&E's management of the Zimmer project required by Section IV.B(1)(a) of the

Commission's November 12, 1982 Order. Supplemental information in support of

this request was provided with your letter of. January 3, 1983, in response to

-questions contained in my letter of December 28, 1982.

We find the selection of Bechtel to be consistent with the independence

criteria outlined in the Commission's letter of February 1,.1982 to-

Congressmen Ottinger and Dingall. We believe Bechtel can be of considerable

help to CG&E and the Zimmer project based upon their proven success ina

c assisting other utilities with their projects (e.g. , South Texas; WNP-2;

Diablo Canyon). However, we are concerned that CG&E's stated intent to

retain Bechtel as co-manager in the completion of Zimmer may; prejudice

Bechtel's_ complete candor-in'the management review. Therefore, balancing,

L

.-- -. , . . - .
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the above, we find Bechtel acceptable to conduct the independent management

review, provided that.you retain a separate third party organization,

acceptable to the NRC staff, to conduct an overview of Bechtel's review

and conclusions and CG&E's recommendations. Enclosure 1 provides our

evaluation of your submittals.

The independent overview organization shall be a recognized management

analysis consultant, with minimal involvement in the nuclear industry, and

must satisfy the independence standards contained in the Ottinger/Dingall

letter. Furthermore, this organization should not have any present

expectation that it will perform additional services for CG&E under the

November 12, 1982 Order. This overview is intended to assure that the-

proposed future relationship _between CG&E and Bechtel does not compromise

the management review findings and recommendations. Upon completing its

effort, the overview organization shall provide CG&E and the NRC simul-

taneously with a written report documenting its actions and conclusions.

We look forward to-your proposal of an organization to conduct the overview

of the management review and recommendations. Ve intend to act as

-expeditiously)as possible on that proposal. Since the public's comments

- offered on your proposal' for approval of Bechtel have been reflected in

w:
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our criteria for the overview organization, further opportunity for public

comment is not envisioned.

While we have approved Bechtel to perform the review under Section IV.B(1)(a)

of the Order, certain details pertaining to Bechtel's plans for conducting

the management review of CG&E need amplification. To expedite resolution

of these matters, we.would like to meet with you and Bechtel as early ,as

possible. We propose to hold the meeting in Cincinnati, and make it open

to public observation. I will contact you shortly regarding arrangements

for the meeting.

I_ am also enclosing a copy of the protocol which NRC expects to be followed

- during the management review under Section IV.B(1) of the Order as to contacts.

between or among CG&E, Bechtel, and the additional third party selected to do

the overview (Enclosure 2).

While your November 26, 1982- letter requested approval of Bechtel'for both

Sections IV.B(1) and'IV.B(2) of tho' Order, the approval granted by this

letter is limited to Section IV.B(1)(a).

1

-

|
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Sincerely,

James G. Keppler

Regional Administrator

Enclosures: As stated

cc w/ enclosures:

Mr. Earl A. Borgmann

Senior Vice President-

J. R. Schott, Plant

'Superintendent

-J. D. Flynn, Manager.

Licensing Environmental

Affairs Department

DMB/ Document Control Desk-(RIDS)

1 Resident Inspector, RIII

_ . Harold W. Kohn, Power

" Siting Commission

Citizens Against a Radioactive

Environment

-

. . .
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Helen W. Evans, State of Ohio

Robert M. Quillin, Ohio

Department of Ilealth

Thomas Applegate

Thomas Devine, Associate

Director, Institute for

Policy Studies

Dave Martin, Office of

Attorney General

Mark Wetterhahn, Esq.

Jerome A. Vennemann, Esq.

Gretchen llummel, Ohio

Consumers' Counsel

James R. Williams, State

Liaison Officer, Ohio

Disaster Services Agency

|
|

!

|
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Cincinnati Gas and Electric 5 'A /!iW1h/'

' Company ' '

ATIN: Mr. V. H. Dickhoner

President

139 East 4th Street-

Cincinnati, OH 45201

Dear Mr. Dickhoner:

By Ictter dated November 26, 1982, you proposed that Bechtel Power Corporation

(Bechtel) be retained as the independent organization to conduct the review of

CG&E's management of the Zimmer project required by Section IV.B(1)(a) of the

Commission's November 12, 1982 Order. Supplemental information in support of

this request was provided with your letter of January 3, 1983, in response to

questions contained in my letter of December 28, 1982.

We find the selection of Bechtel to be consistent with the independence

criteria outlined in the Commission's letter of February 1, 1982 to

Congressmen Ottinger and Dingall. We believe Bechtel can be of considerable

help to CG&E and the Zimmer project based upon their proven success in

assisting other utilities with their projects (e.g., South Texas; WNP-2;

Diablo Canyon). However, we are concerned that CG&E's stated int'ent to

retain Bechtel as co-manager in the completion of Zimmer may prefudice

Bechtel's complete candor in the management review. Therefore, balancing

w

r i|| |
' ''

_ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ _ _ _ _ _



r '*
.

.

-.
,

s. .

* Cincinnati Gas and Electric 2

Company

e
1

E *

the above, we find Bechtel acceptable to conduct the independent management

review, provided that you retain a separate third party organization,

acceptable to the NRC staff, to conduct an overview of Bechtel's review

and conclusions and CG&E's recommendations. Enclosdre 1 provides our

evaluation of your submittals.

The independent overview organization shall be a recognized management

analysis consultant, with minimal involvement in the nuclear industry, and,

must satisfy the independence standards contained in the Ottinger/Dingall

letter. Furthermore, this organization should not have any present

expectation that it will perform additional services for CG&E under the

November 12, 1982 Order. This overview is intended to assure that the

proposed future relationship between CG&E and Bechtel does not compromise

the management review findings and recommendations. Upon completing its

effort, theovervieworganizationshallprovideCG&Eand|theNRCsimul-

teneously with a written report documenting its actions and conclusions.

We look forward to your proposal of an organization to conduct the overviewi

of,the management review and recommendations. We intend to act as

expeditiously as possible on that proposal. Since the public's comments ,

(- offered on your' proposal for approval of Bechtel have been reflected in

f

.
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ouir criteria for the overview organization, further opportunity for public

comment is not envisioned.

While we have approved Bechtel to perform the review under Section IV.B(1)(a)

of the Order, certain details pertaining to Bechtel"s plans for conducting

the management review of CG&E need amplification. To expedite rt;olution

of these matters, we would like to meet with you and Bechtel as early as

possible. We propose to hold the meeting in Cincinnati, and make it open

to public observation. I will contact you shortly regarding arrangements

for the meeting.

. I am also enclosing a copy of the protocol which NRC expects to be followed

during the management review under Section IV.B(1) of the Order as to contacts

between or among CG&E, Bechtel, and the additional third party selected to do

the overview (Enclosure 2).
.

a

While your November 26, 1982 letter requested approval of Bechtel for both

Sections IV.B(1) and IV.B(2) of the Order, the approval granted by this
,

letter is limited to_Section IV.B(1)(a).

2

.
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i Sincerely, ,

James G. Keppler

Regional Administrator

Enclosures: As stated

cc w/ enclosures:
,

Mr. Earl A. Borgmann

Senior Vice President

J. R. Schott, Plant

Superintendent
'

J. D. Flynn, Manager

Licensing Environmental

Affai,rs Department

.DMB/ Document Control Desk (RIDS)

Resident Inspector, RIII

Harold W. Kohn, Power

Siting Commission
_

Citizens Against a Radioactive
,

" Environment
4

.

f- ,
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Helen W. Evans, State of Ohio '

Robert M. Quillin, Ohio

Department of Health
.

-Thomas Applegate
.

Thomas Devine, Associate

Director, Institute for

Policy Studies-

Dave Martin, Office of

Attorney General
,

Mark Wetterhahn, Esq.

Jerome A. Vennemann, Esq.

Gretchen Hummel, Ohio

Consumers' Counsel

James R. Williams, State

Liaison Officer, Ohio

Disaster Services Agency

.
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Docket No. 50-358

Cincinnati Gas and Electric

Company

ATTN: Mr. W. H. Dickhoner

President

139 East 4th Street.

Cincinnati, OH 45201

Dear Mr. Dickhoner:

By letter dated November 26, 1982, you proposed that Bechtel Power Corporation

(Bechtel) be retained as the independent organization to conduct the review

of C.i&E's management of the Zimmer project required by Section IV.B(1)(a) of

the Commission's November 12, 1982 Order. Supplemental information in support

of this request was provided with your letters of January 3,10, and 31,1983.

We find the selection of Bechtel for this assignment to be consistent with the

independence criteria outlined in the Commission's letter of February 1, 1982

to Congressmen Ottinger and Dingell. We believe Bechtel can be of considerable
i

help to CG&E and the Zimmer project based upon their proven success in assisting

other utilities with their projects (e.g., South Texas; WNP-2; Diablo Canyon).

| However, since it appears that you may also propose to retain Bechtel in a

substantive role in the completion of the project, you should understand that
,

we would only consider Bechtel eligible for such a role previded that you

|
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retain an additional independant organization, acceptable to the NRC staff,

to conduct an overview of Bechtel's and CG&E's review, conclusions, and

recommendations concerning the management of the Zimmer project pursuant
'

to Section IV.B.(1) of the Order. Enclosure 1 provides our rationale for

this decision. Note that this requirement for an additional independent

organization to conduct such an overview would not replace the requirement

to include an outside audit organization, which did not perform the activi-

ties being audited, in the comprehensive quality verification plan required

under Section IV.B.(2) of the Order.
.

The independent overview organization should be a recognized management con-

sultant and must satisfy the independence standards contained in the Ottinger/

Dingell letter. This overview is intended to assure that the management review,
,

findings and recommendations are not compromised by the proposed future rela-j

tionship between CG&E and Bechtel. Upon completing its effort, the independent

overview organization shall provide CG&E and the NRC simultaneously with a

written report documenting its actions and conclusions.

i
t

.

We look forward to your proposal of an organization to conduct the independent

overview of the management review and recommendations. We intend to act as

| expeditiously as possible on that proposal. Since the public's extensive

*
1

( ~;
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comments offered on your proposal for approval of Bechtel have been considered

in our decision, we do not envision that it will be necessarily to await
li

further public comment before reaching our decision.

Fhile we have approved CG&E's proposal to use Bechtel to perform the review

under Section IV.B(1)(a) of the Order subject to the retention of an acceptable

management consultant, certain details pertaining to Bechtel's plans for con-

ducting the management review of CG&E need amplification. To expedite resolu-

tion of these matters, we would like to meet with you and Bechtel as early as

possible. We propose to hold the meeting in Cincinnati, and make it open to

public observation. I will contact you shortly regarding arrangements for the

meeting.

I am also enclosing a copy of the protocol which NRC expects to be followed

during the management review under Section IV.B(1) of the Order as to contacts

between or among CG&E, the independent management reviewer (Bechtel), and the

party selected to do the independent overview (Enclosure 2).

The approval granted by this letter is limited to Section IV.B(1)(a) of the

Order.

,
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Sincerely,

James G. Kepple'r

Regional Administrator '

Enclosures: As stated

cc: See page 4 ;

.

,
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cc w/ enclosures

Mr. Earl A. Borgmann

Senior Vice President
.

J. R. Schott, Plant

Superintendent

J. D. Flynn, Manager

Licensing Environmental

Affairs Department

DMB/ Document Control Desk (RIDS)

Resident Inspector, RIII

Harold W. Kohn, Pcwer

Siting Commission

Citizens Against a Radioactive

Environment

Helen W. Evans, State of Ohio

Robert M. Quillin, Ohio

Department of Health
,

Thomas Applegate

Thomas Devine, Associate

Director, Institute for

Policy Studies

.
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Dave Martin, Office of

Attorney General

Mark Wetterhahn, Esq.
~

Jerome A. Vennemann, Esq.

Gretchen Hummel, Ohio

Consumers' Counsel

James R. Williams, State

Liaison Officer, Ohio

Disaster Services Agency
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[Cinc ati Gas and Electric ge . '/<' -

ATTH: Mr. W. H. Dickhoner pM e

p .ve M F ,, ,1 /President

Cincinnati, OH 452,01 [/ ' g /g/ 8 d ,d.

#f'
139 East 4th Street w ,na/.v.

Dear Mr. Dickhoner: / gpv ". g
'

By letter dated November 26, 1982, you reposed that Bechtel Power Corporation

(Bechtel) be reta'ined as the ind' pendent organization to conduct the reviewe
'

of CG&E's mariagement of the Zininer proje . required by Section IV.B(1)(a) of

Vthe Comission's November 12,1982 Order. Supplemental infonnation in support
N

of this request was provided with y,our letter of January 3, l'983, in response \
g

to questions contained in nty lett'er of December 28, 1982. m
O-

.

\ -

UDWe find the selection of Bechtel for this assignment to be consistent with the 4

hNindependence criteria outlined in the Comission's letter of February 1,1982 g
'

'

We believe Bechtel can be of considerable Tto Congressmen Ottinger and Dingell.~'

help to CG&E and the Zimer project based upon their proven success in assisting 4
'

other utilities with their projects (e.g., South Texas; WNP-2; Diablo Canyon).

However, since it appears that you may also propose to retain Bechtel in a
,

,

substantive role in the completion of the project, you should understand that
4

we would only consider Bechtel eligible for such a role provided that you '

retain an additional independent organization, acceptable to the NRC staff, to
'

conduct an overview of Bechtel's and CG&E's review, conclusions, and recom-

mendations concerning the ma'nagement of the Zimer project pursuant to Sec-
I/.

tion IV.B.(1) of the Order. Enclosure 1 provides our rationale for this
'
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I COMUNICATI0l:S BETWEEN AND AMONG CG&E.4EtWPet, AND
'

el eme m m
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OQT h j ; /t THIRD PARTY OVERVIEWER
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In order to ensure the " arms length" relationship t.etween CG&E (including its
ff

contractors and subcontractors) and the independent reviewer, tt MMe- f
r"

.N-. r $'0aunt-orcenleetterrand tho third party overviewer, while at the same time not .

unduly restricting the ability of all to complete their efforts, the following!
~St\

.
.

2]
( '

protocol shall be adhered to:
I>],V [2

1. Consistent with Section IV.B(1.)(a) of the Comission's November 12, Obht-
*

g,u lu lwg
1982 Order, recomendations and II exchanges of correspondence,

(6 jfit ar.ganDagga and CG&E will be submitted to the Regionall including draf ts, between the independent reviewer AnAcata4tft _.,I

&y|<hoF ./ ,

Administrator at the same time as they are submitted to the'
{ .1 ( ,

V licensee. Since tbc Regional Administrator has additionally
\ / w ::(.,ce FCUMUI'

required CG&E to propose aethird party overviewer, the above ,

requirements will also apply to that organization.

2. The independent management reviewer, tAe-edi ide audii. urgamzation&cg <4

& c... r, .',
and the third party overview organization have a clear need for q
prompt access to whatever information they require to fulfill their

r-U p e cf f V t.
role as described in the Comission's November 12, 1982 Order and

in the cover letter to this protocol. To this end, the independent

reviewer, outside audit organization and third party overviewer

may request documentary _ material, meet with and interview individuals,

conduct telephene conversations, or visit the site to obtain

information withee prior notification of the NRC. All comunications

b Yy h_ L- nJ .' e r h ^ ; ;y [jy 3.

k ! (. N I .iJr }.po OJ ' m d-c h y ' y { g_ ,ts

[ '.'A FC V C O n 9 j h . ~ ' --o 3 gg /
4
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be documented and such documentation shall be maintained in a locationo

accessible for NRC examination. To the extent that any individual con-
o r Ne r'tacted or interviewed requests that his name not be revealed, that
A

) A
information need not be included in the documentation d .3 (A.h S A0 b

7W Ot htO C f e Q t/G.k M N (
v/tJ/6

C Cih, ClVCll
Q

.4a.
q

p e r-J n.t -
If B el..or the independent ove,r_viewerzishes to_ip'rovide an_ interim -;.

k flCkfJ I b .f k X,hy s. N o W h/ IW If(h [ N / t\ h f tw (df J h ch/ A,~A
~repd d -to-CG&E o'r-~to discuss its f Edings or conM usiont Vith CG&E'in

#' & t' (i' &t& Ck CE|rt/ fuch C.om atta
advance of completing its report,Asuch-communication shall be in a +8th.

h~ -

meeting open to public observation. In this regard, CG&E shall provide j

a minimum of five days advance notice to the Regional Administrator.

The Regional Administrator shall make reasonable efforts to notify

representatives of interested members of the public of the meeting,

but the inability of any person to attend shall not be cause for post-

ponement of the meeting. Transcripts or written minutes of all such

meetings should be prepared by Bechtel or the independent overviewer
. _

and provided to the NRC in a timely manner. D'W @ N
CGgt k)| A P DeCh b5 \d [ h G itC. / d 2d

& %| t.1 L$4 4 n ).C e C N cfT''- Q hy CO ON 0 't N d D ".4 ||\

gp pQ The NRC staff will have direct contact with Bechtel or the independent ^

jh - N- overviewer, as necessary.

O P Y% , I, 12Py N t ,O f, [dII ND -(\
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Cf. D M/J h l
j%1 ~4. 11 documents submitted to the NRC' subject-to thTs P ocol will be% . .. ['

s/

f)O/0|IC
j

.g,y [yh, laced in the NRC Public Document Rooms (PDR) in Batavia, Ohio, and
# ashington, D.C., and will be available there for public examinationW*

and copying.

'
m_ .

"-

After the reports and recommendations prepared under Section IV.B(1) ) of
f i !

the Commission's Order have been received by the Regional' Administrator ~'

| | | | i,
,

2
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and prior to approval.of the recommendations, a meeting, open to public* ,-

'
~,^,r / \ \

,

observation, will be held in Cincinnati to discuss tine findings an'd !
'

( -) ! !
'

-

recommendations. A transcript of the meeting will be prepared by/the NRC !

|| !/ | |'

f
and placed in the PDR.' v-
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'* COMMUNICATIONS BETWEEN AND AMONG CG&E, BECHTEL, AND AN

INDEPENDENT OVERVIEW ORGANIZATION

Section IV.B(1)(a) of the Commission's November 12, 1982 Order requireta that

Bechtel's recommendations and all exchanges of correspondence, including

drafts, between Bechtel and CG&E be, submitted to the Regional Administrator
1at the same time as they are submitted to the licensee. Since the Regional j

Administrator has additionally required CG&E to propose an independent over-
|

view organization, the above requirements will also apply to that organization. '

In order to ensure the " arms length" relationship between CG&E, Bechtel and

the independent overview organization intended by the above requirement, while

at the same time not unduly restricting the ability of all to complete their

jobs, the following protocol shall be adhered to with respect to communications

between and among CG&E, Bechtel, and the independent overv hver. We recognize

that communications have already occurred between CG&E and Bechtel. Any of

these communications that provide a basis for Bechtel's conclusions and
6

f.- recommendationsshouldbesummarizedandret/ainedasdescribedbelow.

1. Bechtel and the independent overview organization have a clear need for

prompt, candid access to whatever information they require to fulfill

their role as described in the Commission's November 12, 1982 Order and

in the cover letter to. this protocyl. To this end, Bechtel and the in-
N au.c,.Ib cs,4Cu weo %- NJt.N PT t |

dependent overview organi'zation may meet with arid interview ind viduals,
A

conduct-telephone coversations, or visit the site to obtain information-

Y without prio}r notification of the NRC.nd $M64Nl S 5 m3 \ hSct'N dtmQ kw A. h t CA.bl0hl'
These contacts shall, however,

A
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and transmittals of infonnation shall, however, be documented
.

.

End such documentation shall be maintained in a location accessible

for NRC examination. To the extent that any individual contacted

or interviewed requests that his or her name not be revealed, that

infonnation need not be included in the documentation butI shall,__.
_

if requested, be made availab1e to appropriate _NRC. personnel._
_

.

If the independent reviewer, outside audit organization or third Ihchre3. n.

-party overviewer wishes to discuss substantive matters related to

inforuation obtained or to provide an interim report to CG&E or

to discuss its findings or conclusions with CG&E in advance of

completing its report, or if CG&E desims such communication, it. -

shall be in a meeting open to public observation. In this regard,

CG&C shall provide a minimum of five days advance notice to the

Regional Administrator. The Regional Administrator shall make

reasonable efforts to' notify representatives of interested

notabers of the public of the meeting, but the inability of any
,

person to attend shall not be cause for delay or postponement
'

of the meeting. Transcripts or written minutes of all such |
maetings should be prepared by the independent reviewer', outside

f

'

audit organization or third :pirty overviewer and provided to the
!-- O k .91' M

, g i NRC in a timaly manner. f@munications solely for the purpose of

obtaining clarification of information or solely with respect to }IJ t

, # Qo financial and administrative aspects of any contract enteredO

#
( 'l

,

i

*
,
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into uith an independent reviernr, outside audit organization or

third party overviewer may be conducted ~ informally.

.

4. Tha f4RC staif will have direct contact krith the independent

r.,anntement r eviewer or nyt.rviewar, as necessary. .
,

S. All dociments submitted to the NRC subject to this Protocol will-

he placed in the tiRC Public Document Rotes (PDR) in Batavia, Ohio,

c.nd ).'ashington. D.C., and will be available there for public

enenination and copyino.

.
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COVJ10NICATIONS BETWEEN AND AMONG CGLE. %; },2. ANDg _

THIRD PARTY OVERVIEWER

.

In order to ensure the " arms . length" relationship between CG&E (including its

contractors and subcontractors) and the independent reviewer, the outside

audit organization and the third party overviewer, while at the same time not
'

unduly restricting the ability of all to complete their efforts, the following

pmtocol shall be adhered to:

1. Consistent with Section IV.B(1.)(a) of the Comission's November 12,
"

W y %gL.

1982 Order, recomendations and li exchanges of correspondence,
4

including drafts, between the independent reviewer and outside

audit orpM. ation and CG&E will be submitted to the Regional

Adrainistrator at the same time as they are submitted to the

licensee. Since the Regional Administrator has additionally

required CG&E to pmpose a third party overviewer, the above

requirements will also apply to that organization. ,

2. The independent management nytewer, the outside audit organization (feged
> c v4n

and the third party' overview organization have a clear need for og.

prompt access to whatever information they require to fulfill their

role as described in the Comission's November 12, 1982 Order and'

in the cover letter to this pmtocol. To this end, the independentj

reviewer, outside audit organization and third party overviewer

may request documentary material, meet with and interview individuals,

conduct telephone conversations, or visit the site to obtain

! information withedt prior notification of the NRC. All communications
.

' N Oe t t

-

|
_ _ .. - -
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and transmittals of information shall, howeier, be documented
,

and such documentation shall be maintained in a location accessible;

for NRC examination. To the extent that any individual contacted

or interviewed requests that his or her name not be revealed, that
'

infomation need not be included in the documentation but shall,

if requested, be made available to appropriate NRC personnel.

, .

3. If the independent reviewer, outside audit organization or third

party overviewer wishes to discuss substantive matters related to

information obtained or to provide an interim report to CG&E or

to discuss its findings or conclusions with CG&E in advance of

completing its report, or if CG&E desires such cocununication, it -

shall be in a meeti6g open to public observation. In this regard.

CG5E shall provide a minimum of five days advance notice to the

Regional Administrator. The Regional Administrator shall make

reasonable efforts to' notify representatives of interested

nombers of the public of the meeting, but the inability of any

person to attend shall not be cause for delay or postponement
.

of the meeting. Transcripts or written minutes of all such

meetings should be prepared by the independent reviewer' outside,

audit organization or third ) overviewer and provided to the
_

NRC in a timely manner. JBitsnunications solely for the purpose of

obtaining clarification.of information or solely with respect to )I
the financial and administrative aspects of any contract entered ,

f

.

O
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into with an indepcndent reviewar, outside audit organization or

third party overviewer may be conducted informally.

.

4. iha isRC staf f will have direct contact with the independent

canntex.cnt reviewer or ovt.rviewar, as necessary.
,

S. All doctments submitted to the NRC subject to this Protocol will ~

he placed in the NRC Public Document Rooms (PDR) in Batavia, Ohio,

c.nd k'ashington, D.C., and will be available there for public

examination and copying.

.
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'' COMMUNICATIONS BETVEEN AND AMONG CG&E, INDEPENDENT MANAGEMENT

REVIEWER (BECHTEIJ, AND INDEPENDENT OVERVIEWER

In order to ensure the " arms length" relationship between CG&E (including its

contractors and subcontractors), the independent management reviewer (Bechtel),

and the independent overviewer, while at the same time not unduly restricting

the ability of all to complete their efforts, the following protocol shall be

adhered to:

1. Consistent with the Commission's November 12, 1982 Order, recommenda-

tions, findings, evaluations and all exchanges of correspondence,

including drafts, between the independent management reviewer and

CG&E will be submitted to the Regional Administrator at the same

time as they are submitted to the licensee. Since the Regional

Administrator has additionally required CG&E to propose an indepen-

dent management consultant to conduct an overview of the management

reviewer's and CG&E's review conclusions, and recommendations con-
f

cerning the management of the Zimmer project, the above requirements

will also apply to that organization.

2. The independent management reviewer and the independent overviewer j

have a clear need for prompt access to whatever information they

require to fulfill their roles as described in the Commission's

November 12, 1982 Order and in the cover letter to this protocol.

To this end, the independent reviewer and overviewer may request

documentary material, meet with and interview individuals, conduct

I
l

|

_. . . , - _ _
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telephone conversations, or visit the site to obtain information

without prior notification to the NRC. All communications and

transmittals of information shall, however, be documented and such

documentation shall be maintained in a location accessible for NRC

examination. To the extent that any individual contacted or inter-

viewed requests that his or her name not be revealed, that informa-

tion need not be included in the documentation but shall, if re- i

i

quested, be made available to appropriate NRC personnel. |

3. If the independent reviewer or overviewer wishes to discuss with

.

CG&E substantive matters related to information obtained, to pro-

vide an interim report to CG&E, or to discuss its findings or

conclusions with CG&E in advance of completing its report, or if

CG&E desires such communication, such discussions shall be accomp-
|

11shed in meetings open to public observation. In this regard,

CG&E shall provide a minimum of five days advance notice to the

Regional Administrator of any such meeting. The Regional Adminis-

trator shall make reasonable efforts to notify representatives

of interested members of the public of the meeting, but the in-
I

ability of any person to attend shall not be cause for delay or |
.

postponement of the meeting. Transcripts or. written minutes of |,.
*

the erg e it.3fles. refueAS/ d+ *'" P' ')
all such meetings should be prepared by CGEE'and provided to the

;

NRC in a timely manner. Any portion of such meetings which

deals with proprietary information, may be closed to the public.

i~
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4. -Nothing in this Protocol shall affect the right of the NRC staff

- to have direct contact-(without the attendance of any other persons)

- with-the independent management reviewer or overviewer, as necessary,

'I$tceptwhere.thestaffdeterminesthatsuchdirectcontactsare
**.} C 5 8 f.) % inL p..-} r 4 v vIt < . k . ..Vs r *

necessary,Mll meetings between the staff g eCGEE,,,the independent
.

,

overviewer will be open to public o,bservation, <.c-re['A I 4. - '' m)
-

14 Ll5 Erna *g4 i,s sf juif m k . *

5. All documents submitted to, or transmitted by, the NRC subject to

this Protocol will be placed in the NRC Public Document Rooms

(PDR) in Batsvia, Ohio, and Washington, D.C., and will be available

there for public examination and copying.

.
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COMMUNICATIONS BE'IVEEN AND AMONG CG&E, INDEPENDENT MANAGEMENT

REVIEWER AND THIRD PARTY OVERVIEWER

In order to ensure the " arms length" relationship between CG&E (including its '

contractors and subcontractors) and the independent reviewer, and the third

party overviewer, while at the same time not unduly restricting the ability

of all to complete their efforts, the following protocol shall be adhered to:

1. Consistent with the Commission's November 12, 1982 Crder, recommenda-

tions, findings, evaluations and all exchanges of correspondence,

including drafts, between the independent reviewer and CG&E will

be submitted to the Regional Administrator at the same time as

they are submitted to the licensee. Since the Regional

Administrator has additionally required CG&E to propose a third

party overviewer, the above requirements will also apply to that

organization.

2. The independent management reviewer and the third party overview

organization have a clear need for prorgA access to whatever

information they require to fulfill their role as described in

the Commission's November 12, 1982 Order and in the cover letter

to this protocol. To this end, the independent reviewer and third

party overviewer may request documentary material, meet with

and interview individuals, conduct telephone conversations, or

~

cd 12:bC) '

ift 93 kV
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visit the site to obtain information without prior notification
,

'

of the NRC. All communications and transmittals of information

shall, however, be documented and such documentation shall be

maintained in a location accessible for NRC examination. To the

extent that any individual contacted or interviewed requests that

his or her name not be revealed, that information need not be
,

included in the documentation but shall, if requested, be made

available to appropriate NRC personnel.
1

9

3. If the' independent reviewer or third party overviewer wishes to
,

discuss substantive matters related to information obtained or

to provide an interim report to CG&E or to discuss its findings

or conclusions with CG&E in advance of completing its report,

or if CG&E desires such communication, it shall be in a meeting

open to public observation. In this regard, CG&E shall provide

a ainimum of-five days advance notice to the Regional Administrator.

The Regional Administrator shall make reasonable efforts to notify

representatives of interested members of the public of the meeting,

but the inability of any person to attend shall not be cause for

delay or postponement of the meeting. Transcripts or written

minutes of all such meetings should be prepared by the independent

reviewer or third party overviewer and provided to the NRC in a

timely manner. Communications solely with~ respect to the financial

.

. , _ _ _ . I. --
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and' administrative aspects of any contract entered into with an

independent reviewer or third party overviewer may be conducted

without opportunity for public observation.

4. The'NRC staff will have direct contact with the independent

management reviewer or overviewer, as necessary.

5. All-documents submitted to the NRC subject to this Protocol will be

placed in the NRC Public Document Rooms (PDR) in Batavia, Ohio, and

Washington, D.C., and will be available there for public examination

and copying.

-
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COMMUNICATIONS BE'IVEEN AND AMONG CG&E, BECHTEL, AND
.

THIRD PARTY OVERVIEWER

Section IV.B(1)(a) of the Commission's November 12, 1982 Order requires that

the independent management reviewer's recommendations and all exchanges of

correspondence, including drafts, between the independent reviewer and CG&E

be submitted to the Regional Administrator at the same time as they are {
l

submitted to the licensee. Since the Regional Administrator has additionally

required CG&E to propose a third party overviewer, the above requirements

will also apply to that organization. In order to ensure the " arms length"
'

relationship between CG&E and the independent reviewer /overviewer intended

by the above requirement, while at the same time not unduly restricting the

ability of all to complete their jobs, the following protocol shall be

adhered to with respect to communications between and among CG&E, Bechtel,

and the third party overviewer.

1. The independent management reviewer and the third party overview

organization have a clear need for prompt, candid access to whatever

information they require to fulfill their role as described in the

Commission's November 12, 1982 Order and in the cover letter to this

protocol. To this end, the independent reviewer and overviewer may

meet with and interview individuals, conduct telephone coversations,

or visit the site to obtain information without prior notification of

the NRC. These contacts shall, however, be documented and such docu-

mentation shall be maintained in a location accessible for NRC examina- -

,

s
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tion. To the extent that any individual contacted or interviewed,

1

requests that his name not be revealed, that information need not be

included in the documentation.

' 2. If the independent reviewer or overviewer wishes to provide an interim

report to CG&E or to discuss its findings or conclusions with CG&E in

advance of completing its report, such communication shall be in a

meeting open to public observation. In this regard, CG&E shall provide

a minimum of five days advance notice to the Regional Administrator.

The Regional Administrator shall make reasonable efforts to notify

representatives of interested members of the public of the meeting,

but the inability of any person to attend shall not be cause for post-

ponement of the meeting. Transcripts or written minutes of all such

meetings should be prepared by the independent reviewer or overviewer

and provided to the NRC in a timely manner.

3. The NRC staff will have direct contact with the independent management

reviewer or overviewer, as necessary.
.

d

4. All documents submitted to the NRC subject to this Protocol will be

placed in the NRC Public Document Rooms (PDR) in Batavia, Ohio, and

Washington, D.C., and will be available there for public examination

and copying.

Af ter the reports and recommendations prepared under Section IV.B(1)(a) of

the Commission's Order have been received by the Regional Administrator

*

2
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and prior to approval of the recommendations, a meeting, open to public

observation, will be held in Cincinnati to discuss the findings and

recommendations. A transcript of the meeting will be prepared by the NRC
i

| and placed in the PDR.

!
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COMMUNICATIONS BETWEEN AND AMONG CG&E, BECHTEL, AND AN

INDEPENDENT OVERVIEW ORGANIZATION

Section IV.B(1)(a) of the Commission's November 12, 1982 Order requires that

Bechtel's recommendations and all exchanges of correspondence, including
,

drafts, between Bechtel and CG&E be, submitted to the Regional Administrator

at the same time as they are submitted to the licensee. Since the Regional

Administrator has additionally required CG&E to propose an independent over-

view organization, the above requirements will also apply to that organization.

In order to ensure the " arms length" relationship between CG&E, Bechtel and

the independent overview organization intended by the above requirement, while

at the same time not unduly restricting the ability of all to complete their

jobs, the following protocol shall be adhered to with respect to communications
'

between and among CG&E, Bechtel, and the independent overviewer. We recognize

that communications have already occurred between CG&E and Bechtel. Any of

these communications that provide a basis for Bechtel's conclusions and

recommendations should be summarized and retrained as described below.

1. Bechtel and the independent overview organization have a clear need for

prompt, candid access to whatever information they require to fulfill

their role as described in the Commission's November 12, 1982 Order and

in the cover letter to this protocol. To this end, Bechtel and the in-

dependent overview organization may meet with and interview individuals,

conduct telephone coversations, or visit the site to obtain information

without prior notification of the NRC. These contacts shall, however,

1

|
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be documented and such documentation shall be maintained in a location

accessible for NRC examination. To the extent that any individual con-

tacted or interviewed requests that his name not be revealed, that

information need not be included in the documentation.

2. If Bechtel or the independent overviewer wishes to provide an interim

report to CG&E or to discuss its findings or conclusions with CG&E in

advance of completing its report, such communication shall be in a

meeting open to public observation. In this regard, CG&E shall provide

a minimum of five days advance notice to the Regional Administrator.

The Regional Administrator shall make reasonable efforts to notify

's

representatives of interested members of the public of the meeting,

but the inability of any person to attend shall not be cause for post-

ponement of the meeting. Transcripts or written minutes of all such

meetings should be prepared by Bechtel or the independent overviewer

and provided to the NRC in a timely manner.

3. The NRC staff will have direct contact with Bechtel or the independent

overviewer, as necessary.

4. All documents submitted to the NRC subject to this Protocol will be

placed in the NRC Public Document Rooms (PDR) in Batavia, Ohio, and

| Washington, D.C., and will be available there for public examination

and copying. '

After the reports and recommendations prepared under Section IV.B(1)(a) of

the Commission's Order have been received by the Regional Administrator

2
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and prior to approval of the recommendations, a meeting, open to public

-observation, will be held in Cincinnati to discuss the findings and

reconnanda tions . A transcript of the meeting will be prepared by the NRC

and placed in the PDR.
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Staff Evaluation of Cincinnati Gas & Electric Co.

Proposal to Conduct the Review of the Management

of the Zimmer Project in Accordance with Section -

IV'.B(1)(a) of the Commission's November 12, 1982 Order *

I. Purpose

The purpose of this document is to provide an evaluation of the Cincinnati

Gas and Electric Company (CG&E) response to the Ccamission's November 12,

1982 Order, Section IV.B(1)(a). The Order requires as independent review

of the management of the Zimmer Project, including ma.,agement of the quality

assurance and quality verification programs. Specifically:

"Accordingly, pursuant to sections 103, 1611, 182 and 186 of the
Atomic Energy Act of 1954, as amended, and the Commission's regula-
tions in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED THAT: ...

B. The licensee shall show cause why safety-related construction
activities, including reworking activities, should not remain
suspended until the licensee:

(1) Has obtained an independent review of its management cf
the Zimmer project, including its quality assurance
program and its quality verification program, to determine
measures needed to ensure that construction of the Zimmer
plant can be completed in conformance with the Commission's
regulations and construction permit.

(a) The independent organization conducting this review
shall be knowledgeable in QA/QC matters end nuclear,

plant construction and shall be acceptacle to the
; Regional Administrator. The independent organization

shall make recommendations to the licensee regarding

(b7p C) - (p ,
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necessary steps to ensure that the construction of
the facility can be completed in conformance with the
Commission's regulations and the construction permit.*

,

A copy of the independent organization's recommenda-
tions and all exchanges or correspondence, including
drafts, between the independent organization and
CG&E shall be submitted to the Regional Administrator
at the same time as they are submitted to the licensee.
In making recommendations, the independent organization
shall consider at a minimum the following alternatives

formanagementoftheZimmerprojectandshallweigh(
the advantages and disadvantages of each alternative:

1. Strengthening the presant CG&E organization.

2. Creation of an organizational structure where
the construction management of the project is
conducted by an experienced outside organization
reporting to the chief executive officer of CG&E.

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced outs'ide organization reporting to the
chief executive officer of CG&E

4. Creation of an organizational structure with
both quality assurance and construction project
management conducted by an experienced outside
organization reporting to the chief executive
officer of CG&E....",

i

CG&E's response to the Commission's November 12, 1982 Order is contained

in correspondence dated November 26, 1982 and January 3, 1983, to

Mr. James G. Keppler.

. Although CG&E requested approval for Bechtel to conduct reviews of both

; _ Sections IV.B(1) and IV.B.(2) of the Order ,this evaluation is limited-

*

. to Section IV.B(1)(a) of the Order.
.

1
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II. Selection of Independent Reviewer -

. s

CG&E has proposed that Bechtel Power Corporation perform both the manage-

ment review under Section IV.B(1)(a) and the verification of the quality

of construction and the preparation of a comprehensive plan for the con-

tinuation of construction under Section IV.B(2)"of the Order. Additionally,

CG&E intends to use Bechtel as "a joint manager with CG&E (licensee) of

the project until its successful completion." Letter from W. H. Dickhoner,

President of CG&E, to NRC Commissioners, dated November 10, 1982, at 2.

The NRC staff has considered CG&E submittals of November 26, 1982 and4

January 3, 1983, the written comments on the November 26 submittal pro-

vided by over one hundred members of the public (organizations and

. individuals), the clarification of submitted comments, and comments

*3ceived at a public meeting held in Cincinnati on January 5, 1983.

In considering CG&E's proposal, the-Commissien has_directd the staff
ha; i

-re uselas guidance the letter of February 2, 1982 from Chairman Palladino

to' Congressmen Ottinger and Dingell, which sets forth the " competence"
~

and " independence" standards that have been applied by the Commissicn

in determinj[yg the acceptability of propesed third-party reviewers.
'

, .f

i 0

phi C' ny3'c,
,

The staff has conhidered.the ~....y ?- no of both the Bechtel organization..
.

'. , s W,
'

and the individuals proposed as team members to conduct the independentS ;

s
.

fj

review of CG'&E's management of the Zimmer project. Inputs to this review
a

-

included the information supplied in CG&E's submittal, the staff's existings

='/}
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.
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knowledge of Bechtel's performance at other nuclear power plants,and,.,W
- members of the public as to Bechtel's competence. '

We have considered comments that problems encountered by Bechtel at

identified nuclear construction sites (e.g., Midland) demonstrate that

Bechtel is not qualified to perform the Zimmer management review. The

staff has reviewed Bechtel's overall performance in nuclear projects

and has concluded that Bechtel is qualified to perform the Zimmer manage-

ment review. We conclude that Bechtel has proposed a process for review

of the findings of the Zimmer team which will bring to bear the full

expertise which Bechtel has to offer. Bechtel has stated that the Zimmer

team will operate independently of the functional management in the

Ann Arbor Power Division (AAPD), that the team's finding's will be criti-

qued by the AAPD functional management,and that the team's report will

also be reviewed by Bechtel Power Management, which works independently

of the Divitiens and reports directly to the President of the Bechtel

Power Corporation.

CG&E's November 26, 1982 letter documents specific experience of the

proposed Bechtel staff to be assigned to this project. The staff has

reviewed the qualifications of, and has made inquiriesp,9 sees'qf
re

, those personss

; proposed by.Bechtel to be assigned to work on the Zimmer management review

team. Additionally, certain of.the individuals to be assigned to this

review have significant experience- through involvement on other projects. -,

---
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Based upon its review, the staff concluded that Bechtel h'as assigned top

- quality personnel to the review team. Their knowledge and experience in

technical disciplines and in project management demonstrate their com-

petence to conduct the management review at Zimmer.

~

In view of our findings with respect to the competence of Bechtel as an

organization and the competence of the individual review team members,
tinf$3 technict|

we conclude that Bechtel meets the4 competence standard ::t f=th-in- the.

Dttinger/Dingell-4etter,

5|Co N[tVu h!,hbL 3

ha Dttinger/Dingell-4etter--elso-specifi s.that an acceptable organiza-

tion to conduct a verification program must also be independent of the

(4b f th .Moenes)e of the plant under review. Independence is defined as being

the ability "...to provide an objective, dispassionate technical judgment,

provided solely on the basis of technical merit ...." P. 1 of Responses

to Questions, attached to Ottinger/Dingell letter. The Commission further

defined the term by stating that the company approved to conduct an inde-

pendent review must be one "... not previously involved with the activi-

ties... that they will now be reviewing...." Id.

regss*kEw;
*
*

The staff has considered the information provided h CCEE-and4echte.1g.'
I> fis Nim w peejstt

en Bechtel's role and the comments offered by members of the publica= g,

on the question of independence. A number of comments noted,that.Bechtel

was contacted by CG&E approximately one week prior to the issuance of

.
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the November 12, 1982 Order regarding assistan,r'it could provide in com-
- pletion of the Zimmer facility. Contrary-to-there-comments, 'we do not

st- ei li"NN Cr>NnYbelieve thatMa%I! }y'E-prior--involvement, with CG&E or the Zimmer projectchtal.

FeWI
would disqualify 42.gfrom conducting a review of CG&E's management.

1

-

,i
-Although-the-issua.was cot-presented-et -Diablo Canyon 3 }ve also believe,

however, that it is necessary to consider whether CG&E's intention to

use Bechtel as a joint manager for completion of the facility and for

purposes of assistance in meeting the requirements of Section IV.B(2) p
.fc wIW '|f s. v, s ~sy +- s r ap , ,.

CukLl s s.eJn+ eL scUwda' SIC GfCl*'*-=y~t., y.k,[The staff,4owever,of the Order compromises Bechtel's independenc 4" '"'.

t!c !!*!! |,~!!i '/h ?
.has-ao}-reason.po.qu|estion-Bechtel's integrity ~,~end.,ther;eforekvnh61r-
9 -v.ef WTs-c.-- ~lS I*d j'.*&fThe uf. . he~p+f ~rirs & ~.
ab.ility to-providem " objective,-dispass16hste"' judgment- on-CG&E s--l

waanagement.

.t*pon-4 talanHng.of--all-of-these-factovthe-staf f believes -that-Bechtel--

meets-the Commission's-competence-and-independence criteria --The-staff-
!

believes-that- bec^ause~the~ proposed subsequent--role -of -Bechtel couldwxert '

-some- pressures upon-it,, a separate third party should be retained to conduct

an overview of Bechtel's review and conclusions under Section IV.B(1)(a) -

p.i.s is rey mr<0
and CG&E's recommendation under Section IV. B(1)(b) of the Order. Side
becasua ih p refseoJ .ru L> s7ed*h A B ceuY v)yt o.ve |y c|beW;s'r* y.

T/,4r third party must be acceptable to the ,Ragional/A%inistrater and s8ould be t

a recognized management Abadgwis consultant which meets the fremmisnon'sS-i/[;

independence standards and does not have any present expectation that it I

will perform additional services for CG&E under the Commission Order. In .

I

1.
b
.

'
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this manner, CGSE will have the benefit of Bechtel's expert advice of its
(
j management of the Zimmer facility and the NRC will be further assured that-

the proposed relationship between Bechtel and CG&E does not compromise

the recommendations made by CG&E under Section IV.B(1)(b) of the Order.

~

III. Review Program

'

Bechtel's proposed outline and scope for their management review of

Zimmer was submitted to the NRC with CG&E's November 26, 1982 response.

The staff has reviewed this outline and scope and finds it acceptable.

Some remaining details, however, need to be clarified. To resolve the

Staff's detailed questions, a meeting, open to the public, should be

held to obtain additional information from CG&E and Bechtel regarding

details associated with Bechtel's proposed plan of action.

IV. Summary and Conclusion

|

Based on the Staff's review of the documentation submitted by CG&E and

the verbal and written comments of members of the public, we conclude
'

3YxlN -
that Bechtel meets the 4emmiee+en.!.s indepencience and competence criteria

for third party reviewers. However, since a significant amount of concern,,

has been raised regarding the planned dual role of Bechtel, the Staff,.

believes that an independent overview of Bechtel's review and conclusions

and CG&E's recommendations is required.

. . . , . . , . , . . . . . -. -- . .. .- .- - . . . - - -- - - - -- ' - ' --
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Staff Evaluation of Cincinnati Gas & Electric Co.

' Proposal to Conduct the Review of the Management

of the Zimmer Project in Accordance with Section

IV.B(1)(a) of the Commission's November 12, 1982 Order

I. Purpose

The purpose of this document is to provide an evaluation of Cincinnati

' Gas and Electric Company's (CG&E) responses to the Commission's

November 12, 1982 Order, Section IV.B(1)(a). The Order requires an'

independent review of the management of the Zimmer Project, including

management of the quality assurance and quality verification programs.

Specifically:

"Accordingly, pursuant to sections 103, 1611, 182 and 186 of the
Atomic Energy Act of 1954, as amended, and the Commission's regula-
tions in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED THAT: ...

B. The licensee shall show cause why safety-related construction
activities, including reworking activities, should not remain
suspended until the licensee:

(1) Has obtained an independent review of its management of
the Zimmer project, including its quality assurance
program'and.its quality verification program, to determine-

measures needed to ensure that construction of the Zimmer
plant can be completed in conformance with the Commission's
regulationsLand construction permit.

(a) The independent organization conducting this review
shall be knowledgeable in QA/QC matters and nuclear
plant construction and shall be acceptable to the
Regional Administrator. The independent organization
shall make recommendations to the-licensee regarding-

. .

.]

k - . _ _ _ ._
-'
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necessary steps to ensure that the construction of
the facility can be completed in conformance with the
Commission's regulations and the construction permit.
A copy of the independent organization's recommenda-
tions and all exchanges or correspondence, including
drafts, between the independent organization and
CG&E shall be submitted to the Regional Administrator
at the same time as they are submitted to the licensee.
In making recommendations, the independent organization
shall consider at a minimum the following alternatives
for' management of the Zimmer project and shall weight
the advantages and disadvantages of each alternative:

1. Strengthening the present CG&E organization.

2. Creation of an organizational structure where
the construction management of the project is
conducted by an experienced outside organization
reporting to the chief executive officer of CG&E.

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced outside organization reporting to the
chief executive officer of CG&E

4. Creation of an organizational structure with
both quality assurance and construction project
management conducted by an experienced outside
organization reporting to the chief executive
officer of CG&E...."

CG&E's response to the Commission's November 12, 1982 Order is contained

in correspondence dated November 26, 1982, to Mr. James G. Keppler and

supplemented in correspondence dated January 3, 1983.

Although CG&E requested approval for Bechtel to conduct reviews of both

Sections IV.B(1) and IV.B.(2)~of the Order, this evaluation is limited
!

to Section IV.B(1)(a) of the Order. !

I

i
l

I
!

m
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II. Selection of Independent Reviewer

|

CG&E's selection of Bechtel (Ann Arbor, Michigan) to perform the management

reviews as described in Section IV.B(1)(a) of the Commission's November 12,

1982 Order has caused discussion among the Staff and others with regard to

the degree of independence that exists between Bechtel and CG&E. As des-

cribed in CG&E's January 3, 1983 letter and in previous correspondence

(November 26, 1982 letter CG&E to NRC), several alternative firms were

considered by CG&E prior to the selection of Bechtel. Their technical

expertise and broad experience within the nuclear industry clearly

demonstrates that Bechtel is technically competent to perform the manage-

ment review of the Zimmer project. We have reviewed CG&E's November 26,

1982 letter, which documents specific experience of the proposed Bechtel

staff. We believe that this specific staff is acceptable; and we would

expect that this staff remain on the team. Should Bechtel or CG&E propose

to change team members the Regional Administrator must be informed.

The Staff has reviewed the qualifications to those persons proposed by

Bechtel to be assigned to work on the Zimmer management review team both

technically and from the standpoint of management experience. Certain

of the individuals to be assigned to this review are known to the Staff

through involvement on other projects. The knowledge and experience

gained from association with these other projects should be valuable-

assets to the review team.

- - - _ _ _ _ - _ _ _ - -
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We conclude that Bechtel is qualified to perform the management review

of the Zimmer project as required by Section IV.B(1)(a) of the Commission's

November 12, 1982 Order.

Bechtel's involvement prior to the issuance of the Commission's

November 12, 1982 Order and their known subsequent involvement following

| the management review specified in Section IV.B(a)(a) of the Order raises 4

a new issue with regard to complete independence. We do not question the
,

j

integrity of Bechtel in this regard and acknowledge the experience / expertise

they can provide, but we are pursuaded that the independence issue is

important in the ultimate effort in assuring that the Zimmer project is

completed properly. As such, the appearance of lack of independence must

be considered as well as obvious lack of independence. For this reason,

the staff concludes that a third party management review is necessary to

review the manner in which Bechtel conducts its program and to overview |

the conclusions and recommendations submitted to us by CG&E. j

|

III. Review Program

Bechtel's proposed outline and scope for their management review of

Zimmer was submitted to the NRC with CG&E's November 26, 1982 response.

The program consists of six primary elements as follows:

A. Management Review of Project Organization and Status of Job,

w- -__=__a______-_-_. - _ _ _ _ _ _ -
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B. Assemble Review Team

C. Survey and Review of the Project

D. Survey and Review Process

E. Key People To Be Interviewed

F. Recommendation and Report

The Staff has reviewed Bechtel's proposed outline. In general, we believe

that the overall proposed program should be adequate to assess CG&E's

management of the Zimmer project.

From the Staff's review of Section C of Bechtel's program review,

" Survey and Review of the Project," some remaining details need to be

clarified. In particular, the Staff desires more information as to how

the reviews will be conducted and how deficiencies will be reported.

The Staff also wishes additional ~ detail to help understand the proposed

scope and depth of Bechtel's review of documents and records which could

provide assurance of quality of the structures and components at Zimmer.

To resolve the Staff's detailed questions, a meeting, open to the public,

will be held by the NRC to obtain additional information from CG&E and

Bechtel regarding details associated with Bechtel's proposed plan of

action,
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IV. Summary and Conclusion

Based on the Staff's review of the documentation submitted by CG&E and

other interested parties, and based on our assessment of the discussions

during our January 5, 1983 meeting, we conclude that there is no objec-

tive basis for questioning Bechtel's independence and that Bechtel is

technically qualified; however, since a significant amount of concern

has been raised, both from within the staff and from members of the

public, the Staff believes that an independent third party overview of

Bechtel's review and conclusions is needed. The overall management

review program as outlined by Bechtel is acceptable assuming the attached

protocol for maintaining communication among all parties is followed.

The Staff does have some clarifying questions pertaining to Bechtel's

proposed review plan which we believe could best be addressed in a meeting

which we suggest be held in the near future.

,

t

f

f

f
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Staff Evaluation of Cincinnati Gas & Electric Co.

Proposal to Conduct the Review of the Management

of the Zimmer Project in Accordance with Section

'IV.BC1)(a) of the Commission's November 12, 1982 Order

I. Purpose

The purpose of this document is to provide an evaluation of

Cincinnati Gas and Electric Company's (CG&E) response to the

Commission's November 12, 1982 Order, Section IV.B(1)(a). The

Order requires an independent review of the management of the Zimmer

Project, including management of the quality assurance and quality

verification programs. Specifically:

;

"Accordingly, pursuant to sections 103,161i,182 and 186 of the

Atomic Energy Act of 1954, as amended, and the Commission's

regulations in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED

THAT: -
> ...

i

B. The licensee shall show cause why safety-related construction

activities, including reworking activities, should not remain

I suspended until.the licensee:

(1) -Has obtained an independent review of'its management of-

L

I-
.

\- .
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the Zimmer project, including its quality assurance program

and its quality verification program, to determine measures

needed to ensure that construction of the Zimmer plant can;

be completed in conformance with the Commission's regulations

and construction permit.

(a) The independent organization conducting this review

shall be knowledgeable in QA/QC matters and nuclear

plant construction and shall be acceptable to the

Regional Administrator. The independent organization

shall make recommendations to the licensee regarding

necessary steps to ensure that the construction of

the facility can be completed in conformance with the

Commission's regulations and the construction permit.

A copy of the independent organization's recommenda-

tions and all exchanges or correspondence, including

drafts, between the independent organization and

CGEE shall be submitted to the Regional Administrator

at the same time as they are submitted to the

licenseb. In making recommendations, the independent

organization shall consider at a minimum the following

alternatives for management of the Zimmer project and

shall weight the advantages and disadvantages of each

alternative:

1. Strengthening the present CG&E organization.

_ _ _ _ _ _ _ - _ _
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2. Creation of an organizational structure where the

construction management of the project is conducted

by an experienced outside orgcnization reporting

to the chief executive officer of CGSE.

3. Creation of an organizational structure where the

quality assurance program is conducted by an

experienced outside organization reporting to

the chief executive officer of CG&E

4. Creation of an organizational structure with

both quality assurance and construction project

management conducted by an experienced outside

organization reporting to the chief executive

officer of CG&E...."

CG&E's response to the Commission's November 12, 1982 Order is

contained in correspondence dated November 26, 1982, to

Mr. James G. Keppler and supplemented in correspondence dated

January 3, 1983.
,

Although CG&E requested approval for Bechtel to conduct reviews

of both Sections IV.BC1) and IV.B.(2) of the Order, this

evaluation is limited to Section IV.B(1)(a) of the Order.

1

II. Selection of Independent Reviewer

- -
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CG&E's selection of Bechtel (Ann Arbor, Michigan) to perform the

management reviews as described in Section IV.B(1)(a) of the

Commission's November 12, 1982 Order has cau:ed discussion among

the Staff and others with regard to the degree of independence

that exists between Bechtel and CGSE. As described in CG&E's

January 3,1983 letter and in previous correspondence (November 26,

1982 letter CG&E to NRC), several alternative firms were considered

by CGSE prior to the selection of Bechtel.

The technical expertise and broad experience within the nuclear

industry clearly demonstrates that Bechtel is technically

competent to perform the management review of the Zimmer project.

The Staff has reviewed the qualifications to those persons proposed

by Bechtel to be assigned to work on the Zimmer management review

team from a technical expertise viewpoint and from the standpoint

of management experience. Certain of the individuals to be

assigned to this review are known to the Staff through involvement

on other projects. The knowledge and experience gained from

association with these other projects should be valuable assets

to the review team.

We conclude that Bechtel is qualified to perform the management

review of the Zimmer project as required by Section IV.B(1)(a)

of the Commission's November 12, 1982 Order and meets the guide-
4

lines for independence listed in the Chariman's February 1, 1982

letter to Congressmen Dingell and Ottinger. -However, Bechtel's

i

|

l

|
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involvement pi ' Tr to the issuance of the Commission's November 12,

1982 Order and their known subsequent involvement following the

management review specified in Section IV.B(a)(a) of the Order

raises a new issue with regard to complete independence. For

this reason, the staff concludes that a third party management

review is necessary to review the manner in which Bechtel has

conducted its program and to overview the conclusions and

recommendations submitted to us by CG&E.

We do not question the integrity of Bechtel in this regard and

acknowledge the experience / expertise they can provide, we are

pursuaded that the independence issue is important in the ultimate

effort in assuring that the Zimmer project is completed properly.

As such, the appearance of lack of independence must be considered
,

,

as well as obvious lack of independence.

III. Review Program
.

Bechtel's proposed outline and scope for their management review

of Zimmer was submitted to the NRC with CG&E's November 26, 1982

response. The program consists of six primary elements as

follows:

A. Management Review of Project Organization and Status of Job.

I B. Assemble Review Team

!

C. Survey and Review of the Project

i
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D. Survey and Review Process

E.- Key People To Be Interviewed

F. Recommendation and Report

The Staff has reviewed Bechtel's proposed outline. In general,

we believe that the overall proposed program should be adequate

to assess CG8E's management of the Zimmer project. As stated

in Section II of this evaluation, the Staff has performed a
i

review of the qualifications of the persons identified by Bechtel

as potential Review Team members. Based on our review, which

included discussions with both referenced individuals and

" developed" leads, the Staff believes that the proposed Bechtel

Review Team is adequate to perform their assigned functions.

From the Staff's review of Section C of Bechtel's proposed review,

Survey and Review of the Project, some remaining details need to .

be clarified. In particular, the Staff desires more information

as to how the reviews wiLL be conducted and how deficiencies will

be reported. One of the more important areas that the Staff

believes should be addressed in additional detail deals with the

flow-of paper. Specifically, additional information is needed to

understand the-proposed scope and depth of Bechtel's review of

documents and records which could provide assurance of quality

of the structures and components at Zimmer. To resolve the

I
1

-- .. . _
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Staff's detailed questions, a meeting, open to the public, will

held by the NRC to obtain additional information from CGEE and

Bechtel regarding details associated with Bechtel's proposed

plan of action.

IV. Summary and Conclusion

Based on the Staff's review of the documentation submitted by

CGEE and other interested parties, and based on our assessment

of the discussions during our January 5, 1983 meeting, we conclude

that Bechtel is technically qualified and has, in reality,

sufficient independence from CG&E to conduct the management review;

however, since a significant amount of concern has been raised,

the Staff believes that an independent third party overview of

Bechtel's review and conclusions is needed. The overall

management review program as outlined by Bechtel is acceptable

assuming the attached protocol for maintaining communication

among'all parti'es is followed. The Staff does have some clarifying

questions pertaining to Bechtel's proposed review plan which we

believe could best be addressed in a meeting which we suggest be

held in the near future.

The Regional Administrator conditionally approves Bechtel to

perform the Management review required by Section IV.B(1)(a) of

the Commission's November 12, 1982 Order.

. .. .
.

.
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I. Purpose

C% k vfm.

- The purpose of this document is to provide an evaluation of Cincinnati Mk
k)LGasandElectricCompanyk(CG&E)respons to the Commission's g

November 12, 1982 Order, Section IV.B(1)(a). The Order requires an
'

independent review of the management of the Zimmer Project, including

management of the quality assurance and quality verification programs.

Specifically:

"Accordingly, pursuant to sections 103,1611,182 and 186 of the
Atomic Energy Act of 1954, as amended, and the Commission's regula-
tions in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED THAT: ...

B. The licensee shall show cause why safety-related construction
activities, including reworking activities, should not remain

[ suspended until the licensee:

(1) Has obtained an independent review of its management of
the Zimmer project, including its quality assurance
program and its quality verification program, to determine
measures needed to ensure that construction of the Zimmer
plant can be completed in conformance with the Commission's
regulations and construction permit.

(a) The independent organization conducting t.his r,eview-,

'

| shall be knowledgeable in QA/QC matters and nuclear
. plant construction and shall be acceptable to the
! Regional Administrator. The independent' organization

shall make recommendations to the licensee regarding

.

i

I
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necessary steps to ensure that the construction of
the facility can be completed in conformance with the

- Commission's regulations and the construction permit.
A copy of the independent organization's recommenda-
tions and all exchanges or correspondence, including
drafts, between the independent organization and
CG&E shall be submitted to the Regional Administrator
at the same time as they are submitted to the licensee.
In making recommendations, the independent organization
shall consider at a minimum the following alternatives
for management of the Zimmer project and shall weight
the advantages and disadvantages of each alternative:

1. Strengthening >the present CG&E organization.
~

2. Creation of an organizational structure where
the construction management of the project is
conducted by an experienced outside organization
reporting to the chief executive officer of CG&E.

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced outside organization reporting to the
chief executive officer of CG&E

4. Creation of an organizational structure with
both quality assurance and construction project
management conducted by an experienced outside
organization reporting to the chief executive
officer of CG&E...."

CG&E's response to the Commission's Npvember 12, 1982 Order is contained

26, 1982,A,to Mr. y .e,/???
ni Tms a m .

James G. Keppler end'f7'in correspondence dated November

| . supplemented in-correspondance dated-January"3;~1983:

\
Although, CG&E requested approval for Bechtel to cor. duct reviews of botht

: Sections IV.B(1) and IV.B.(2) of the Order, this evaluation is limited

to Section IV.B(1)(a) of the Order. .

.

Y
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II. Selection of Indpendent Reviewer

<

' CGSE has proposed that Bechtel Power Corporation perform bothsthe

management review under Section IV.B(1)(a) and the verification of

the quality of construction and the preparation of a comprehensive

plan for the continuation of construction under Section IV.B(2) of

the Order. Additionally, CG&E intends to use B'chtet as a jointe

,, ;- - -~s
manager with CG&E (glicensee) of the project until its successful,

completion." Letter from W. H. Dickhoner, President of CG&E, to

NRC Commissioners, dated November 10, 1982 at 2. The NRC staff has
9

considered CG&E submittals of November 26, 1982 and January 3,1983,

the written comments on the November 26 submittal provided by over

one hundred members of the public (organizations and individuals)y

seed the clarification of submitted comments and airovision.ohj
recchal */"UA

comments at a meeting held in Cincinnati on January 5,1983. Inr ~
4

considering CG&E's proposal, the staff has used as guidance the
k 6

letter'of February 2, 1982 from Chairmpn Palladino to Congressmjnj

M
Ottinger and Dingell, which sets forth the " competence" and

hir: fa" independence" standards that w++b be a tied by th Commission in

J , b , 7 " /, + Nc 3 re v l e m/eet.
9essins-upha the acceptability of proposed cr ;porri;;t.:- t e --- d _ :t _o

A

i J.gs..Js, ;;r'' :: tier pre;r;..m ..ih r::;::t t: r;;; t c .- L . w e n c c a,
a

ThestaffhasconsideredthecompetenceofboththeBechtelbrganizationI .

and the individuals proposed as team members to conduct the' independent

review of CG&E's management of the Zimmer project. Inputs to this review
.

%

/
- - - -
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includedtheinformationsuppl.iedinCG&E'ssubmittalaIRIthestaffk
j

existing knowledge of Bechtel's performance at other nuclear,. power
2nd. ty

. plants hytaff'.also', con'siderepthe comments of members oft thej

public as to Bechtel's competence.Q n the\ asis of this , review, the
. -.

so b
- Q- jWyrrp.%.*. -W +rQ.s +A <x

/s ff is conf 1 ent that Bechte j(,s competent to conduct the review of \ -'

/ \ Q N ' ,|
'

CG8E' performance as''eanaging licerisee for the construction of thei

\ \ \ \
N Zimmer Station.

.

s N s

~ , . _ _ , N.
~

- -'~-___ . _ . _

We have cons ide red Jbeis tsumenOff' Eei tain {omain%te ssthat problems
* #

encounteged by Bechtel at e |Il dI ded
nuclear construction s# es

k M dland) demonstrate.1tha Bec el i ot qualified to performg
O' the Zimmer management review. We believe that these commenters have

focussed upon Bechtet nuclear projects which they believe support

their point to the exclusion of a larger number of nuclear projects

where Bechtet has performed well. 1stdditionally; he# conclude thatI

Bechtel has proposed a process for review of the findings of the

Zimmer team which will bring to bear the full expertise which
\

Bechtet has to offer. Bechtet has stated that the Zimmer team will

k operate independently of the functional management in the Ann Arbor
i

I Power Division (AAPD) that the team's finding's will be critiqued
'

by the AAPD functional management and that the team's report will

also be reviewed by Bechtel Power Management, which works independently

; of -the Divisions and reports directly to the President of thd Bechtel
'

| Power Corporation. *i(x '

s

.
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G&E's November 26, 1982 letter documents specific experience of the*

proposed Bechtel staff to be assigned to this project. The staff

has reviewed the qualifi ions of, and has made inquiries on, those
,

persons proposed by Bechtel to be assigned to work on the Zimrger manage-
@

ment review team. Additionally, certain of the individuals to be assigned
hsw 1i,vib [c2 8 w As rN.4c e

I to this review we n-atready inown-to--the Staf4 through involvement on

other projects. Based upon its review, the staff 4ed concluded that'

[dN, . b'

,
Bechtel has assigned top quality personnel the review team. Their

g knowledge and experience in technical disciplines and in project
ju,

management demonstrate their competence to conduct the management

keviewatZimmer.
/'

f|x ' && < -
Inviewofourfindingswithrespectto@oth-[.chteh~scompetence3 Es'

- - - ,.

an organization and the competence of the individual review team

members, we conclude that Bechtel meets the competence standard

set forth in the Ottinger/Dingell letter.

The Ottinger/Dingell letter also specifies that an acceptable organization

to conduct a verification program must also be independent of the

licensee of the plant under review. Independence is defined as being 'f-

dI!! "...ametioprovideanobjective,dispassionatetechnicaljudgment,

provided solely on the basis of technical merit ...." P. 1 of Responses

to Questions, attached to Ottinger/Dingell letter. The Commission4

: further defined the term by stating that the company approved- to conduct

an independent review must be one "... not previously involved with the
_- N

activities... that they will now be reviewing...." id.I Although ,2b)
the( Ottinge letter was addressing the qualifications of an

h



_

. .

*
s

't

*

&& 'z
'

rganization to conduct an independent desion verification program (at
V

Diablo Canyon), the staff believes that the standards are equally as )x-

appropriate for an independent review of management. g
' %

i
. ::

The staff has considered the informat' n provided by CG&E and Bechtel

5as to %ejrole heh Bechtel 44-inten pla and the comments
3 A, .n-

offered by members of the public on the question of independence. &

Contrary to 4he-orgumentsa>ut4orward by a number of comment we
e

do not believe that Bechteh h-hed-the-type-of prior involvement W & ~T

with CG&E or the Zimmer project.40stt would disq ify it conducting
sJ+s 3'

The fact that Bechtel as contacted by[(/ ja review of CG&E's management.
(regarding assistance it could provide in completion of the Zimmer s

facilit approximately one week prior to the issuance of the November 12, y ,

ffv 1982 Orde ces not mean that Bechtel would be reviewing any work it, g ,**
had conducted at Zimmer. g, 7 Eu a nu u- M w ,x,n e l e-r v.-as pna n, e/,t y y g,a g a

pj# II Although the issue was not presented at
cr,

Diablo Canyon, we also believe, however, that it is necessary to

consider whether CG&E's intention to use Bechtel as a joint manager

for completion of the facility and for purposes of assistance in

meeting the requirements of Section IV.B(2) of the Order compromises

Bechtel's independence. ._,

N
.s'

conclude from eye /factief Bechtel's proposed subsequent

- roles, that it would be unable to provide an " objective, dispassionate"

judgment on CG&E's management. Although one can argue that ,8echtet

might " pull its punches" in order not to antagonize CG&E, it is also

.

[
y



.

D
*

,

$Cpossible that Bechtel might have a monetary incentive to uncover as many

problems as it could find at the site (i.e, if Bechtel and CG&E entered
/

into a " cost plus" contract for completion of the facility Whatever
,

the potential incentives to Bechtel from acting in one manner or the
.

4

other,thestaffhasnobasistoquestionBechtel'sitegrityy
- . .

-

Upon 4 balancing Af all of these factors, the staff believes that

Bechtel meets the Commission's competence and independence criteria.

The staff believes / $oneye $ that because the proposed subsequent

role of Bechtel could exert some pressures upon it, a separate

third party should be retained to conduct an overview of Bechtel's

review and conclusions under Section IV.B(1)(a) and CG&E's recommendation
, e dt. Jf 0 Cf

under Section Iyb(h(b) of the Order. As-stated in_the covedg

-letter, is third party must be acceptable to the Regional Administrator

and should be(Precognized management AQdysis consultant which meets the
'

,

Commission's independence standards and does not have any present -

4

expectation that it will perform additional services for CG8E under

the Commission Order. In this manner, CG&E will have the benefit of

Bechtel's expert advice of its management of the Zimmer facility and

the NRC will be further assured that the proposed relationship between

Bechtel and CG&E does not compromise the recommendations made by CG&E

under Section IV.B(1)(b) of the Order.4

i

! .

.

e
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III. Review Program -

.

s''

Bechtel's proposed outline and scope for their management review of

,
Zimmer was submitted to the NRC with CG8E's November 26, 1982

response. .The-programmonsists7f-six7rimary elements as-follows-

-A.--Management-Review'of Project -Organization and Status 'of- Jobs

,
-

0.- Assemble fteview-Team- .

-Cr- Survey- and Review of the Proj ect
,

i

-0.-Survey 'and ' Review Process -

-E. . Key People to be Interviewed.
t

6---Recommendation and Report

.u-e.|rw h[i sof m y~),.: .p "'' ,/ (u) Jj
-

.

The. Staff has reviewed Bechtel''i> p (eett
,,s; -

,-

'

sa}, ~ o g4 oosedus u gh.pfcktie~ foy*M
pro fe-eene ral ,-we -

]spro
_ believe_that-the

- po
r' ' ; n;; - g vw o. .- .,:. : c' d ha adan" " : : ,, ~'

h -assess CGSE's management'6f~the~2immer~ project ?-.

. .

: . From-the .Staf f 's review *ef = ;,,; ' n 4 of-Bechtel's program-tee 4ew,~

c..Surv'ey and Review of the Project,."xsome remaining detaits need to be''

clarified. h particular,-the-Staff desires atore.information as-to.

%-the-reviews.wiLL be.condocted and.how deficiencies witt..be....

-reported.---The--Staff also wishes additional-detait.. to. help.under .

utand-the-proposed 7 cope and-depth of-Bechtelh-review-of-documents ~

- - _ _ _ _ - _ _ - _ _ _ - -
- - - . -- - - - .

Y
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and_ records-which-could_ provide. assurance of quality-of..the

structures-and components-at Zimmera To resolve the Staff's

sl.s.J h
detailed questions, a meeting, open to the public,stiLL'be held

.

-by-the-NRC to obtain additional information from CG&E and Bechtel
.

regarding details associated with Bechtel's proposed plah of action.

IV. Summary and Conclusion

f$_yc

En!'

Based on the Snaff's review of the ocument tion s mi ed by
k h/Plbe rg, c.0 M Mf E o (Wt fA, ffV 8 gR /C; M t

CGSE W nthar 2*----*^'2 -' *2-^ ''' ''- - -^------ ' '

+'- a r _ _ ;'"h"N c.o tAht hE ed @A3 meetingeWlJteh M e M /Nhhc obr aurid-/oN Suh Mip |'' ( C M t 0 W
i n n.,m ev si , 19 'we conclude that

~

~ . -

bet.N dd: b bA.rw f Il10MI D '
'

there i: .; ebjc n;.c y;t : fer war +4 4 ; Bechtel h ndependence
Y0r NIbd

-

p- C.0 Mgt bf N't. C,b ] N r ICL [ft/f tart,tut,-i n!'; ~''' g0Fh_, flowever, since a signi-
- #:and(th;;?^9':' i:%- --

ficant amount of concern has been raisedAt.h-from within-the-
,

'

estaf f and- from members -of -the pubt;4tf regardicq the planned dual role
s.,

M*

of Bechtet, the Staff believes that an 4ndependenee third partys
-.

overview of Bechtel's review and conclusions and CG&E's rgcommenda ,

e ove all mana'gement revi6w program a's outlir:g .,"
N

-

s

ed ' s.ions is n eded.
g k-r si. \- \~-.,

by, Bechtet is acceptable assuming the -attached. protocol. for ' maist'hining t J'
7

\ \ \ \ 'N ' Q./ x \ ),7,f /
, "

communication among all parties (s followed. NV s3 y

\ \ \ C '\. . \
' * c%CN O ,

:: c!:r f; 2 .; ; n ;;,.; ;;. 6 n. :.., t: 2:9t:!': ; . .;;;5J . s v iC= - '.2 .
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I. Purpose
~

f

/

The purpose of this document is to provide an evaluation of Cincinnati

Gas and Electric Company's (CG&E) responses to the Commission's

November 12, 1982 Order, Section IV.B(1)(a). The Order requires an

independent review of the management of the Zimmer Project, including

management of the quality assurance and quality verification programs.
~

Specifically:

"Accordingly, pursuant to sections 103, 1611, 182 and 186 of the
Atomic Energy Act of 1954, as amended, and the Commission's regula-,

tiens in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED THAT:4

...

B. The licensee shall show cause why safety-related construction
activities., including reworking activities, should not remain
, suspended until the licensee:"

'.
(1) Has obtained antindependent review of its management of'

the Zimmer },roject, including its quality assurance
,- program and its quality verification program, to determine

measures needed to ensure that construction of the Zimmer,

y plant can be ctopleted in conformance with the Commission's
regulations and construction permit.,, s,

.

'

Y y (a) The independent organization conducting this review
'

\ shall be knowledgeable in QA/QC matters and nuclear, : %.-

'

plant construction and shall be acceptable to the
* -(, Regional Administrator. The independent. organization-_

shall make recommendations to the licensee regarding'.
e

N -
^-

,, ,

e

'
,

., . ,,

3 e .-
~

. Y#
s n s _
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a necessary steps to ensure that the cons (ruction of.

the facility can be completed in conformpnce with the
Commission's regulations and the construction permit.
A copy of the independent organization's recommenda-

, ,

tions and all exchanges or correspondence, including
drafts, F# tween the independent organization and
CG5E shall be submitted to the hegional Administrator,

at the same time as.ther are subnitted to the licensee.
In making recommendations, the independent organization

'

shall consider at a minimum the following alternativesj
foremanagement of the Zimmer project and shall weight
the advantages and disadvantages of each alternative:-

j

; 1. Strengihening the present CG&E organization.
; - t

2. Creation of an organizational structure where'
,

' the construction management of the project is
conducted by an experienced outside organization
reporting to the chief executive officer of CG&E.,

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced outside organization reporting to the
chief executive officer of CG&E

4 Creation of an organizational structure with

both quality assurance and construction project
management conducted by an experienced outside
organization reporting to the chief executive
officer of CG6E...."

CG&E's response to the Commission's November 12. L982 Order is contained

in correspondence dated November 26, 1982, to Mr. James G. Keppler and

supplemented in correspondence dated January 3, 1923.

Although CG&E requested approval for Bechtel to conduct reviews of both3

Sections IV.B(1) and IV.B.(2) of the Order, this evaluation Is limited
'to Section IV.B(1)(a) of the Order.

e
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II. Selection of Independent Reviewer y

- s

CG&E has proposed that Bechtel Power Corporation perform both the.

management review ur. der Section IV.B(1)(a) and the verification of

the quality of construction under Section IV.B(2) of the Commission's

November 12, 1982 Order. As described in CG&E's January 3,1983

letter and in previous correspondence (November 26, 1982 Letter

CG&E to NRC), several alternative firms were considered by CG8E

prior to the selection of Bechtet. Their technical expertise and

broad experience as a company within the nuclear industry clearly

demonstrates that Bechtel corporate management is competent to

manage and overview the report on the review of the Zimmer project

as required by Section IV.B(1)(a) of the Commission's November 12,

1982 Order. CGSE's November 26, 1982 letter documents specific

experience of the proposed Bechtel staff to be assigned to this

project. The Staff has reviewed the cualifications of and has made

inquiries on those persons proposed by Bechte,l to be assigned to

work on the Zimmer management review team both technically and from

,the standpoint of management experience. Certain of the individuals

to be assigned to this review are known to the Staff through involve-

ment on other projects. The knowledge and experience gained from.

: association with these other projects should be valuable' assets to

the review team. We believe that the specific review team is

acceptable; and we would expect that the permanent team remain

intact. Should Bechtel or CGSE propose to change team members

for any reason the Regional Administrator must be informed.

.
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We conclude that Bechtel Corporate Management can proviae a

thorough overview of this project and that the review tepm is

qualified to perform the management review of the Zimmer project
,

as required by Section IV.B(1)(a) of the Commission's November 12,

1982 Order.

Bechtel's involvement prior to the issuance of the Commission's

November 12, 1982 Order and CGSE's proposal that Bechtet through

their known subsequent involvement following the management review

specified in Section IV.B(1)(a) of the Order in a joint management

role raises a new issue with regard to complete independence. We

do not question the integrity of Bechtet in this regard and acknow-

ledge the experience / expertise they can provide, but we are

persuaded that the independence issue is important in the ultimate

effort in assuring that the Zimmer project is completed properly.

As such, the appearance of lack of independence must be considered

as welL as the obvious lack of independence. The Staff concludes
4

that Bechtet meets the specific independence criteria of the

Ottinger/Dingall letter and that Bechtel's knowledge and expertise

with projects like Zimmer are needed to perform this function.

However, Bechtel's proposed dual role raises sufficient concern
,

: .therefore, the Staff concludes that a third-party management review
'

is necessary to review the manner in which Bechtel conducts its

program and to overview the conclusions and recommendations

submitted to us by CG&E.

e

r -
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III. Review Program -

<

Bechtel's proposed outline and scope for their management review of

Zimmer was submitted to the NRC with CG&E's November 26, 1982

response. The program consists of six primary elements as follows:

A. Management Review of Project Organization and Status of Job.

B. Assemble Review Team

C. Survey and Review of the Project
,

D. Survey and Review Process

E. Key People to be Interviewed.

F. Recommendation and Report

a

The Staff has reviewed Bechtel's pr.oposed outline. In general, we

believe that the overalL proposed program should be adequate to

assess CGSE's management of the Zimmer project.

e

From the Staff's review of Section C of Bechtel's program review,:.

" Survey and Review of the Project," some remaining detai4s need to be

clarified. In particular, the Staff desires more information as to

how the reviews will be conducted and how deficiencies wiLL be

reported. The Staff also wishes additional detail to help under-
e

stand the proposed scope and depth of Bechtel's review of documents

_ _ _
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and records which could provide assurance of quality of.the

structures and components at Zimmer. To resolve the Staff's
<

detailed questions, a meeting, open to the public, wilL be held

,

by the NRC to obtain additional information from CGEE and Bechtel

regarding details associated with Bechtel's proposed plan of action.

IV. Summary and Conclusion .

Based on the Staff's review of the documentation submitted by

CG8E and other interested parties, and based on our assessment of

the discussions during our January 5,1983 meeting, we conclude that
i

there is no objective basis for questioning Bechtel's independence

and that Bechtet is technically qualified; however, since a signi-

ficant amount of concern has been raised, both from within the

staff and from members of the public regarding the planned dual role

of Bechtet, the Staff believes that an independence third party

overview of Bechtel's review and conclusions and CG&E's recommenda-

tions is needed. The overall management review program as outlined

by Bechtet is acceptable assuming the attached protocol for maintaining

communication among atL parties is followea. The Staff does have

some clarifying questions pertaining to Bechtel's proposed review

plan which we believe could best be addressed in a meeting which
,

: we suggest be held in the near future. ;

4

9
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this manner, CG&E will have the benefit of Bechtel's expert advice of its
* management of the Zimmer facility and the NRC will be further* assured that

the proposed relationship between Bechtel and CG&E does not compromise

the recommendations made by CG&E under Section IV.B(1)(b) of the Order.

.

'

III. Review Program

)
,

Bechtel's proposed outline and scope for their management review of

Zimmer was submitted to the NRC with CG&E's November 26, 1982 response.

IV. Summary and Conclusion

Based on the Staff's review of the documentation submitted by CG&E and

the verbal and written comments of members of the public, we conclude

that Bechtel meets the Commission's independence and competence criteria
.

'

for third party reviewers. However, since a significant amount of concern

has been raised regarding the planned dual role of Bechtel, the Staff

believes that an independent overview of Bechtel's review and conclusions

and CG&E's recommendations is required.
_

The staff has reviewed this _ outline and scope and finds it acceptable.,

Some remaining details, however, need to be clarified. To resolve the.

Staff's detailed questions, a meeting, open to the public, shpuld be

held to obtain additional information from CG&E and Bechtel regarding

details. associated with Bechtel's proposed plan of action.

.
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Staff Evaluation of Cincinnati Gas & Electric Co.

Proposal to Conduct the Review of the Management

of the Zimmer Project in Accordance with Section

IV.B(1)(a) of the Commission's Novem^oer 12, 1982 Order

I. Purpose

The purpose of this document is to provide an evaluation of the Cincinnati

Gas and Electric Company (CG&E) response to Section IV.B(1)(a) of the

Commission's November 12, 1982 Order. The Order requires an independent

review of the management of the Zimmer Project, including management of

the quality assurance and quality verification programs. Specifically:

"Accordingly, pursuan: to sections 103,1611,182 and 186 of the
Atomic Energy Act of 1954, as amended, and the Commission's regula-
tions in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED THAT: ...

B. The licensee shall show cause why safety-related construction
activities, including reworking activities, should not remain
suspended until the licensee:

(1) Has obtained an independent review of its management of
the Zimmer project, including its quality assurance
program and its quality verification program, to determine
measures needed to ensure that construction of the Zimmer
plant can be completed in conformance with the Commission's
regulations and construction permit.

P

(a) The independent organization conducting this review
shall be knowledgeable in QA/QC matters and nuclear
plant construction and shall be acceptable to the
Regional Administrator. The independent organization
shall make recommendations to the licensee regarding
necessary steps to ensure that the construction of
the facility can be completed in conformance with the

i

L

.

I
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Commission's regulations and the construction permit.
A copy of the independent organization's.recommenda-
tions and all exchanges or correspondence, including
drafts, between the independent organipation and
CG&E shall be submitted to the Regional Administrator
at the same time as they are submitted to the licensee.
In making recommendations, the independer.t organization4

shall consider at a minimum the following alternatives
for management of the Zimmer project and shall weigh
the advantages and disadvantages of each alternative:

1. Strengthening the pres 6nt CG&E organization.

2. Creation of an organizational structure where
the construction management of the project is
conducted by an experienced outside organization
reporting to the chief executive officer of CG&E.

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced cutside organization reporting to the
chief executive officer of CG&E

.
I

4. Creation of an organizational structure with
both quality assurance and construction project

'

management conducted by an experienced outside
organization reporting to the chief executive
officer of CG&E...."

CG&E's response to the Commission's November 12, 1982 Order is contained

in correspondence dated Novemb< 26, 1982 and January 3, 10, and 31, 1983,

to Mr. James G. Keppler.

Although CG&E requested approval for Bechtel to conduct reviews of both

Sections IV.B(1) and IV.B.(2) of the Order, this evaluation is limited

to Section IV.B(1)(a) of the Order.

'.
,

I'

:
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II. Selection of Independent Reviewer

CG&E has proposed that Bechtel Power Corporation perform both the

i management review under Section IV.B(1)(a) and the verification of

the quality of construction and the preparation of a comprehensive plan

for the continuation of construction under Section IV.B(2) of the Order.

Additionally, CG&E intends to use Bechtel as "a joint manager with CG&E
i

(licensee) of the project until its successful completion." (, Letter

from W. H. Dickhoner, President of CG&E, to NRC Commissioners, dated

November 10, 1982, page 2.) The NRC staff has consldered CG&E submittals

of November 26, 1982 and January 3,10, and 31,1983, the written

comments on the November 26 submittal provided by over one hundred

members of the public (organizations and individuals), the clarification

of submitted comments, and comments received at a public meeting held

in Cincinnati on January 5,1983 and in subsequent correspondence from

the Government Accountability Project (GAP). In considering CG&E's

proposal, the Staff has used as guidance the letter of February 2,1982

from Chairman Palladino to Congressmen Ottinger and Dingell, which sets

forth the " competence" and " independence" standards that have been

applied by the Commission in determining the acceptability of proposed

third-party reviewers.

.

|
I

I
'
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The Staff has cc.nsidered the qualifications of both the Bechtel organi-

zation and the individuals proposed as team members to conduct the

independent review of CG&E's management of the Zimmer project. Inputs

to this review included the information supplied in CG&E's submittal,
.

the Staff's existing knowledge of Bechtel's performance at other nuclear

power plants and information from members of the public as to Bechtel's

competence.

We have considered comments that problems encountered by Bechtel at

identified nuclear construction sites (e.g., Midland) demonstrate thet

Bechtel is not qualified to perform the Zimmer management review. The
eev.eilu,1 +frci."...<

Staff has reviewed Bechtel's overeli performenee in nuclear projects

and has concluded that Bechtel is qualified to perform the Zimmer

management review. We also note that Bechtel has proposed a process

for review of the findings of the Zimmer team which will bring to bear

the full expertise which Bechtel has to offer. Specifically, Bechtel

has stated that the Zimmer team will operate independently of the

functional management in the Ann Arbor Power Division (AAPD), that the

team's findings will be critiqued by the AAPD functional management and

that the team's report will also be reviewed by Bechtel Power Management,

which works independently of the Divisions and reports directly to the

President of the Bechtel Power Corporation. ;

I
1

.
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CG&E's November 26, 1982 detter documents specific experience of the
4

proposed Bechtel staff to be assigned to this project. The Staff has

reviewed the qualifications of, and has made inquiries regarding those

persons proposed by Bechtel to be assigned to work on the Zimmer

management review team.

Based upon its review, the Staff concludes that Bechtel has assigned

top quality personnel to the review team. A number of the individuals

to be assigned to this review have significant experience through

involvement on other projects. Their knowledge and experience in

technical disciplines and in project management demonstrate their

competence to conduct the management review at Zimmer.

In view of our findings with respect to the competence of Bechtel as an

organization and the competence of the individual review team members,

we conclude that Bechtel meets the Staff's technical competence standards.

The Staff also believes that an acceptable organization to conduct a

verification program must also be independent of the utility under
review. The Commission has defined independence te 4 fined as being

the ability ". ..to provide an objective, dispassionate technical

judgment, provided solely on the basis of technical merit ...."hage1
s

of Responses to Questions, attached to Ottinger/Dingell letter The

.
.
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Commission further defined the term by stating that the company approved

to conduct an independent review must be one "... not previously involved

with the activities... that they will now be reviewing...." Id.

{

The Staff has considered the information provided regarding Bechtel's

role in the Zimmer project by CG&E and Bechtel and the comments offered

by members of the public on the question of independence. We believe

that Bechtel meets the standards of independence outlined in the

Ottinger/Dingell letter. However, a number of comments noted that
|

Bechtel was contacted by CG&E prior to the issuance of the November 12,

1982 Order regarding assistance it could provide in completion of the

Zimmer facility. We do not believe that this type of limited contact

with CG&E or the Zimmer project would disqualify Bechtel from conducting

a review of CG&E's management. [See attached proposed language on Dillon,

Redd.]

[OI will provide input here to describe the investigation of when Bechtel

was first onsite.]

Notwithstanding the Ottinger/Linge11 letter, we also believe it is

necessary to consider whether CG&E's intention to use Bechtel as a joint

manager for completion of the facility and for purposes of assistance

in meeting the requirements of Section IV.B(2) of the Order compromises

. ._ ?
. _ _ - _ _ _ - - _ - _ - _ _ _ _ _ _ -
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Bechtel's independence to perform the management review function. While

the Staff expects Bechtel to conduct an objective review of CG&E manage-

ment, the Staff believes that a separate independent party should be '

retained to conduct an overview of Bechtel's review and conclusions under

Section IV.B(1)(a) and CG&E's recommendation under Section IV. B(1)(b)

of the Order. This is required because the proposed subsequent role of

Bechtel could adversely affect their ability to perform the independent

management review. This separate independent party must be acceptable

to the NRC and should be a recognized management consultant which meets

the Staff's independence standards. In this manner, CG&E will have the

benefit of Bechtel's expert advice of its management of the Zimmer

facility and the NRC will be further assured that the proposed relation-

ship between Bechtel and CG&E does not compromise the recommendations

made by CG&E under Section IV.B(1)(b) of the Order.

III. Review program

Be htel's proposed outline and scope for their management review of

Zimmer was submitted to the NRC with CG&E's November 26, 1982 response.

The Staff has reviewed this outline and scope and finds it acceptable.

Some remaining details, however, need to be clarified. To resolve the

Staff's detailed questions, a meeting, open to the public, should be

held to obtain additional information from CG&E and Bechtel regarding
i

details associated with Bechtel's proposed plan of action.

,

,

.
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IV. Summary and Conclusion

Based on the Staff's review of the documentation submitted by CG&E and

the verbal and written comments of members of the public, we conclude

that Bechtel meets the Staff's independence and competence criteria for

third party reviewers. However, since a significant amount of concern

has been raised regarding the planned dual role of Bechtel, the Staff

believes that an independent overview of Bechtel's review and conclusions

and CG&E's recommendations is required.

..

Dillon, Read [ Add to page 6 of Staff Evaluation),

At the January 5, 1983 public meeting and subsequent letters, the Coalition

for Affordable and Safe Energy (CASE) and GAP asserted that Bechtel would

have a financial conflict-of-interest affecting its objectivity in reviewing

CG&E's management of Zimmer because Bechtel wholly-owns Dillon Read & Co. Inc.,

an investment banker which has participated in underwriting debt and equity

of the three owners of the Zimmer facility. In letters dated January 10 and

31, 1983, which are attached to this evaluation, CG&E has transmitted informa-
!
i tion from Bechtel regarding the ownership relationship between the Bechtell
i

family and Dillon, Read and the percentage of Dillon, Read's business that|

!

is represented by its underwriting from CG&E, Dayton Power & Light Company,|
,

and American Electric Power Company (parent of Columbus & Southern Ohio

.- . .-
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Electric Company). On the basis of these submittals, the staff concludes

that there could only be a speculative and remote effect on Dillon, Read's

business as a result of any recommendations of Eechtel Power Corporation

with respect to the.Zimmer project. Bechtel states that it ". . has no.

intention of permitting the financial interests of Dillon, Read & Co. Inc.,

to interfere with the independent exercise of its judgment as a professional

engineering firm." Letter of H. W. Wahl (Bechtel) to William H. Dickhoner

(President, CG&E), dated January 31, 1983, page 2. The staff concludes that

the financial relationship between the Bechtel family and Dillon, Read does

not compromise Bechtel's ability to conduct an independent review of CG&E's

management of Zimmer.

.
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Staf f Evaluation of Cincinnati Gas & Electric Co.

Proposal to Conduct the Review of the Management

of the Zimmer Pr7 ject in Accordance with Section

IV.B(1)(a) of the Commission's November 12, 1982 Order

I. Purpose

The purpose of this document is to provide an evaluation of the Cincinnati

Gas and Electric Company (CG&E) response to Section IV.B(1)(a) of the4

Corrmission's November 12, 1982 Order. The Order requires an independent

review of the management of the Zimmer Project, including management of

the quality assurance and quality verification programs. Specifically:*

"Accordingly, pursuant to sections 103, 1611, 182 and 186 of the
Atomic Energy Act of 1954, as amended, and the Commission's regula-
tions in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED THAT: ...

B. The licensee shall show cause why safety-related construction
activities, including reworking activities, should not remain
suspended until the licensee:

(1) Has obtained an independent review of its management of
the Zimmer project, including its quality assurance
program and its quality verification program, to determine
measures needed to ensure that construction of the Zimmer
plant can be' completed ~in conformance with the Commission's
regulations and construction permit.

(a) The independent organization conducting this review
shall be knowledgeable in QA/QC matters and nuclear
plant con'struction and'shall be. acceptable to the~
-Regional Administrator. The independent organization
shall make recommendations to the licensee regarding.
necessary steps to ensure that the construction of
the facility can be completed in'conformance with the

b d N 1 2 '. S

'thh3 )
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Commission's regulations and the cons'truction permit.
A copy of the independent organization's recommenda-
tions and all exchanges or correspondence, including
drafts, between the independent organization and
CG&E shall be submitted to the Regional Administrator
at the same time as they are submitted to the licensee.
In making recommendations, the independent organization
shall consider at a minimum the following alternatives
for management of the Zimmer project and shall weigh
the advantages and disadvantages of each alternative:

1 Strengthening the present CG&E organization.

2_., Creation of an organizational structure where
the construction management of the project is
conducted by an experienced outside organization
reporting to the chief executive officer of CG&E.

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced outside organization reporting to the
chief executive officer of CCSE

4. Creation of an organizational structure with
both quality assurance and construction project
management conducted by an experienced outside
organization reporting to the chief executive
officer of CG&E...."

CG&E's response to the Commission's November 12, 1982 Order is contained

in correspondence dated November 26, 1982 and January 3, 1983, to

Mr. James G. Keppler.

Although CG&E requested approval for Bechtel to conduct reviews of both

Sections IV.B(1) and IV.B. (2) of the Order, this evaluation is limited

to Section IV.B(1)(a) of the Order.
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II. Selection of Independent Reviewer

CG&E has proposed that Bechtel Power Corporation perform both the
,

management review under Section IV.B(1)(a) and the verification of

the quality of construction and the preparation of a comprehensive plan

for the continuation of construction under Section IV.B(2) of the Order.

Additionally, CG&E Intends to use Bechtel as "a joint manager with CG&E

(licensee) of the project until its successful completion." Letter

from W. H. Dickhoner, President of CG&E, to NRC Commissioners, dated

November 10, 1982, at page 2. The NRC staff has considered CG&E sub-

mittals of November 26, 1982 and January 3, 1983, the written comments

on the November 26 submittal provided by over one hundred members of

the public (organizations and individuals), the clarification of

submitted comments, and comments received at a public meeting held

in Cincinnati on January 5,1983. In considering CG&E's proposal,

the Staff has used as guidance the letter of February 2, 1982 from

Chairman Palladino to Congressmen Ottinger and Dingell, which sets

forth the " competence" and " independence" standards that have been

applied by the Commission'in determining the ac.ceptability of proposed

third party reviewers.

The. Staff has -considered the qualifications _ of both the Bechtel organi-

zation and the individuals proposed as team members to conduct the

independent review of CG&E's management of the Zimmer project. Inputs

to this review included the-information supplied in CG&E's submittal,
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the Staff's existing knowledge of Bechtel's performance at other nuclear

power plants and information from members of the public as to Bechtel's

competence.

We have considered comments that problems encountered by Bechtel at

identified nuc1 car construction sites (e.g., Midland) demonstrate that

Bechtel is not qualified to perform the Zimmer management review. The

Staff has reviewed Bechtel's overall performance in nuclear projects
! and has concluded that Bechtel is qualified to perform the Zimmer

management review. We also note that Bechtel.has proposed a process

for review of the findings of the Zimmer team which will bring to bear

the full expertise which Bechtel has to offer. Bechtel has stated that

the Zimmer team will operate independently of the functional management

in the Ann Arbor Power Division (AAPD), that the team's finding's will

be critiqued by the AAPD functional management and that the team's

report will also be reviewed by Bechtel Power Management, which works

independently of the Divisions and reports directly to the President

of the Bechtel Power Corporation.

CG&E's November 26, 1982 letter documents specific experience of the

proposed Bechtel staff to be assigned to this project. The Staff has

reviewed the qualifications of, and has made inquiries regarding those

persons proposed by Bechtel to be assigned to work on the Zimmer

management review team.
,

L ._
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Based upon its review, the Staff concludes that Bechtel has assigned

top quality personnel to the review team. A number of the individuals

to be assigned to this review have significant experience through

involvement on other projects. Their knowledge and experience in

technical disciplines and in project management demonstrate their

compite.tce to conduct the management review at Zimmer.

In view of our findings with respect to the competence of Bechtel as an

organization and the competence of the individual review teau members,.
.

we conclude that Bechtel meets the Staff's technical competence standards. |

The Staff also believes that an acceptable organization to conduct a

verification program must also be independent of the utility under

review. Independence is defined as being the ability "...to provide

an objective, dispassionate technical judgment, provided solely on
f

the basis of technical merit ." P. 1 of Responses to Questions,4

. . .

'

attached to Ottinger/Dingell letter. The Commission further_ defined-

the term by stating that the company approved to conduct an independent

review must be one ". . . not previously involved with the ' activities. . . - ;
7-

that they will now be reviewing...." Id.

.The Staff'has considered the information provided regarding Bechtel's-

role in the Zimaer project by CG&E and Bechtel and the comments offered

by members of-the public on the question of independence. We believe
,

that Bechtel meets the standards of independence outlined in_the
.

%

. - -,
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Ottinger/Dingell letter. However, a number of comments noted that

Bechtel was contacted by CG&E prior to the issuance of the November 12,

1982 Order regarding assistance it could provide in completion of the

Zimmer facility. We do not believe that this type of limited contact

with CG&E or the Zimmer project would disqualify Bechtel from conducting

a review of CG&E's management.

Notwithstanding the Ottinger/Dingell letter, we also believe it is

necessary to consider whether CG&E's intention to use Bechtel as a joint

manager for completion of the facility and for purposes of assistance

in meeting the requirements of Section IV.B(2) of the Order compromises

Bechtel's independence to perform the management review function. While

the Staff expects Bechtel to conduct an objective review of CG&E manage-

? ment, the Staff believes that a separate independent party should be

retained to conduct an overview of Bechtel's review and conclusions under

Section IV.B(1)(a) and CG&E's recommendation under Section IV. B(1)(b)

of the Order. This is required because the proposed subsequent role of

_Bechtel could adversely affect their ability to perform the independent

management review. This separate independent party must be acceptable

to the NRC and should be a recognized management consultant which meets

the Staff's independence standards. In this manner, CG&E will have the

benefit of Bechtel's expert advice of its' management'of the Zimmer

facility and the NRC will'be further assured that the proposed relation-

ship between Bechtel and CG&E does not compromise the recommendations

made by CG&E under Section IV.B(1)(b) of the Order.
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III. Review Program

Bechtel's proposed outline and scope for their management review of

Zimmer was submitted to the NRC with CG&E's November 26, 1982 response.

The Staff has reviewed this outline and scope and finds it acceptable.

Some remaining details, however, need to be clarified. To resolve the

Staff's detailed questions, a meeting, open to the public, should be

held to obtain additional information from CG&E and Bechtel regarding

details associated with Bechtel's proposed plan of action.

IV. Summary and Conclusion

-Based on the Staff's review of the documentation submitted by CG&E and

the verbal and written comments of members of the public, we conclude

that Bechtel meets the Staff's independence and competence criteria for.

third party reviewers. However, since a significant amount of concern

has been raised regarding the planned dual role of Bechtel, the Staff

believes that an independent overview of Bechtel's review and conclusions

and CG&E's recommendations is required.

,

|

,
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Staff Evaluation of Cincinnati Gas & Electric Co.
,

.

Proposal to Conduct the Review of the Management;.

of the Zimmer Project in Accordance with Section

IV.B(1)(a) of the' Commission's November 12, 1982 Order

'

,

4

1

I. Purpose
!

'

The purpose of this document is to provide an evaluation of the Cincinnati

Gas and Electric Company (CG&E) response to the Commission's November 12,
,

1982 Order, Section IV.B(1)(a). The Order requires an independent review

of the' management of the Zimmer Project, including management of the quality !

I

assurance and quality verification programs. Specifically:

"Accordingly, pursuant to sections 103, 1611, 182 and 186 of the
/.tomic Energy Act of 1954, as amended,1 and the Commission's regula- i

tions in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED THAT: . . .

B. The licensee shall show cause why safety-related construction
i activities, including reworking activities, should not remain
! suspended until the licensee: 1

(1) Has obtained an independent review of its management of
I' the Zimmer' project, including its quality assurance

program and its quality verification program, to determine
measures needed to ensure that construction of the Zimmer
plant can be completed in conformance with the Commission's-

j re'gulations and construction permit.

(a) The. independent organization conducting this review ;

j. .shall be knowledgeable in QA/QC matters and nuclear-
plant construction and.shall be acceptable to the
Regional Administrator. The independent. organization.

shall make recommendations ~to the licensee regarding

,

|

|

|

i
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necessary steps to ensure that the construction of
the facility can be completed in conformance with the
Commission's regulations and the construction permit..

A copy of the independent organization's recommenda-+

tions and all exchanges or correspondence, including,

, drafts, between the independent organization and
'

CG&E shall be submitted to the Regional Administrator
at the same time as they are submitted to the licensee.

1 In making recommendations, the independent organization
j shall consider at a minimum the following alternatives

for management of the Zimmer project and shall weight
the advantages and disadvantages of each alternative-

,
'

:

1. Strengthening the present CG&E organization. ;

2. Creation of an organizational structure where
the construction management of the project is
conducted by an experienced outside organization :

reporting to the chief executive officer of CG&E.

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced outs'ide organization reporting to the
chief executive officer of CG&E4

4. Creation of an organizational structure with
both quality assurance and construction project
management conducted by an experienced outside
organization reporting to_the chief executive

| officer of CG&E...."

CG&E's~ response to the Commission's November 12, 1982 Order is' contained

in correspondence dated November 26, 1982 and January 3, 1983, to

Mr. James G. Keppler.

Although CG&E requested approval for Bechtel to conduct reviews of.both

Sections IV.B(1) and IV.B.(2) of the-Order, this' evaluation-is limited'
,

,

to Section -IV.B(1)'(a) of the Order.
+

4
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j
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II. Selection of Independent Reviewer

.

CG&E has proposed that Bechtel Power Corporation perform both the manage-

ment review under Section IV.B(1)(a) and the verification of'th'e quality

of construction and the preparation of a comprehensive plan for the con-
,

tinuation of construction under Section IV.B(2) of the Order. Additionally,

CG&E intends to use Bechtel as "a joint manager with CG&E (licensee) of

the project until its successful completion." Letter from W. H. Dickhoner,

President of CG&E, to NRC Commissioners, dated November 10, 1982, at 2.

The NRC staff has considered CG&E submittals of November 26, 1982 and

January 3, 1983, the written comments on the November 26 submittal pro-

vided by over one hundred members of the public (organizations and

individuals), the clarification of submitted comments, and comments

received at a public meeting held in Cincinnati on January 5, 1983.

In considering CG&E's proposal, the Commission has directed the staff

to use as guidance the letter of February 2, 1982 from Chairman Palladino

to Congressmen Ottinger and Dingell, which sets forth the " competence"

and " independence" standards that have been applied by the Commission

in determining the acceptability of proposed third party reviewers.

The staff has considered the competence of both the Bechtel organization

and.the individuals proposed as team members to conduct the independent

review of CG&E's management of the Zimmer project. Inputs to this review

included the information supplied in CG&E's submittal, the staff's existing

|

|

|-
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knowledge of Bechtel's performance at other nuclear power plants and by

members of the public as to Bechtel's competence.

We have considered comments that problems encountered by Becht'el at

identified nuclear construction sites (e.g., Midland) demonstrate that

Bechtel is not qualified to perform the Zimmer management review. The

staff has reviewed Bechtel's overall performance in nuclear projects

and has concluded that Bechtel is qualified to perform the Zimmer manage-

ment review. We conclude that Bechtel has proposed a process for review

of the findings of the Zimmer team which will bring to bear the full

expertise which Bechtel has to offer. Bechtel has stated that the Zimmer

team will operate independently of the functional management in the

Ann Arbor Power Division (AAPD), that the team's finding's will be criti-

qued by the AAPD functional management and that the team's report will

also be reviewed by Bechtel Power Management, which works independently

of the Divisions and reports directly to the President of the Bechtel

Power Corporation,

c

CG&E's November 26, 1982 letter documents specific experience of the
,

proposed Bechtel staff to be assigned to this project. The staff has

reviewed the qualifications of,'and has made inquiries on, those persons

proposed by.Bechtel to be assigned to work on the Zimmer management review

team. Additionally, certain of the individuals to be assigned to.this

review have significant experience through involvement on other projects.

. _
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Based upon its review, the staff concluded that Bechtel hos assigned top

quality personnel to the review team. Their knowledge and experience in ,

technical disciplines and in project management demonstrate their com-
"

\
'

petence to conduct the management review at Zimmer. ,
, .

A

Inviewofourfindingswithrespecttythecompetenceof'Bechtelasan
' '

organization and the competence of the jndividual review team members,

we conclude that Bechtel meets the compntence standard set forth in the

Ottinger/Dingell letter.
.

The Ottinger/Dingell letter also specifies that an acceptable organiza-

tion to conduct a verification program must also be independent of the

licensee of the plant under review. Independence is defined as being

the ability "...to provide an objective, dispassionate technical judgment,

provided solely on the basis of technical merit . . . . ' ' P. 1 of Responses

to Questions, attached to Ottinger/Dingell letter. The Comn.ission furiher,
,

, ,=

definedthetermbystatingthatthecompanyapprovedto''*cenductItninde-

pendent review must be ot.e "... not previously involved with the activi-
+

ties... that they will now be reviewint....." Id.

N
, .

The staff has considered ths information provided by CG&E and Bechtel

as to Bechtel's role and the comments offered by members of the public
~

on the question of indep ndence.< A number.of comments noted that Bechtel

was' contacted by CG&E approximately one week prior to'the issuance of-
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the Novemb 12, 1982 Order regarding assistant it could provide in com-

pletion of the Zimmer facility. Contrary to there comments, we do not
N-

.,

p believe that Bechtel's prior involvement'with CG&E or the Zimmer project

would disqhA11fy it from conducting a review of CG&E's management.W
* ~

# o

a-

Alth'ough the 1ssue was not presented at Diablo Canyon, we also believe,
,

r
*however, that it is necessary to consider whether C'3&E's intention to

use Bechtel as a joint manager for completion of the facility and for
2 t

V parposes of assistance in meeting thn requirements' of Section IV.B(2)
Eg *-

[oftheOrdercompromisesBechtel'sindependence. The staff, however,
)

m.
hasnoreason(oquestio,nBechtel'sintegrityand,therefore,their

#
abilitytoprovidean"ol]ctive, dispassionate"judgmentonCG&E'st

i management.

4- 7 ~,,

% Upon a balancing of all of these facters, the staff believes that Bechtel

; h meets the Commission's competence and independence criteria. The staff

believes that because the proposed subsequent role of Bechtel could exert--

% .^ some pressures upon it, a separate third party should be retained to conduct,

4

an overview of Bechtel's review and conclusions under Section IV.B(1)(a) :

and CG&E's recommendation under Section IV. B(1)(b) of the Order. .This e

. . .g , ,
4 third party must be'acceptabic to the Regional Administrator and should be

[" a recognized management analysis consultant which meets the Commission's3

'' independence standards-and does not have any present expectation that it
> ,

,

will perform additional services for CG&E under the Commission Order. In
, -

$.
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this manner, CG&E will have the benefit of Bechtel's expert advice of its

management of the Zimmer facility and the NRC will be further assured that

the proposed relationship between Bechtel and CG&E does not compromise

the recommendations made by CG&E under Section IV.B(1)(b) of the Order.
2
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:' , .' Steff Evcluation of Cincinnati G:s & Electric Co.

Proposal to Conduct the Review of the Management

of the Zimmer Project in Accordance with Section

IV.B(1)(a) of the Commission's November 12, 1982 Order

I. Purpose

The purpose of this document is to provide an evaluation of the Cincinnati

Gas and Electric Company (CG&E) response to Section IV.B(1)(a) of the

Commission's November 12, 1982 Order. The Order requires an independent

review of the management of the Zimmer Project, including management of

the quality assurance and quality verification programs. Specifically:

"Accordingly, pursuant to sections 103, 1611, 182 and 186 of the
Atomic Energy Act of 1954, as amended, and the Commission's regula-
tions in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED THAT: ...

B. The licensee shall show cause why safety-related construction
activities, including reworking activities, should not remain ~

--

suspended until the licensee:

(1) Has obtained an independent review of its management of
the Zimmer project, including its quality assurance
program and its quality verification program, to determine
measures needed to ensure that construction of the Zimmer
plant can be completed in conformance with the Commission's
regulations and construction permit.

(a) The independent organization conducting this review
shall be knowledgeable in QA/QC matters and nuclear
plant construction and shall be acceptable to the
Regional Administrator. The independent organization
shall make recommendations to the licensee regarding

7 7..-::. i m machi6 w y a W c;.g m.m.3;=y ;- w w w ;; c, m m .m - w a.n. w e
.
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necessary steps to ensure that the construction of
the facility can be completed in conformance with the
Commission's regulations and the construction permit.
A copy of the independent organization's recommenda-
tions and all exchanges or correspondence, including
drafts, between the independent organization and
CG&E shall be submitted to the Regional Administrator
at the same time as they are submitted to the licensee.
In making recommendations, the independent organization
shall consider at a minimum the following alternatives
for management of the Zimmer project and shall weigh
the advantages and disadvantages of each alternative:

11 strengthening the present CG&E organization.

g. Creation of an organizational structure where
' the construction management of the project is

conducted by an experienced outside organization
reporting to the chief executive officer of CG&E.

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced outside organization reporting to the
chief executive officer of CG&E

4. Creation of an organizational structure with
both quality assurance and construction project

~ ' management conducted by an experienced outside
organization reporting to the chief executive
officer of CG&E...."

CG&E's response to the Commission's November 12, 1982 Order is contained

in correspondence dated November 26, 1982 and January 3, 1983, to

Mr. James G. Keppler.

Although CG&E requested approval for Bechtel to conduct reviews of both

Sections IV.B(1) and IV.B.(2) of the Order, this evaluation is limited

to Section IV.B(1)(a) of the Order.

4
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II. Selection of Independent Reviewer

' CG&E has proposed that Bechtel Power Corporation parform both the

management review under Section IV.P(1)(a) and the verification of

the quality of construction and the preparation of a comprehensive plan

for the continuation of construction under Section IV.B(2) of the Order.

Additionally, CG&E intends to use Bechtel as "a joint manager with CG&E-

(licensee) of the project until its successful completion." Letter

from W. H. Dickhoner, President of CG&E, to NRC Commissioners, dated

November 10, 1982, at page 2. The NRC utaff has considered CG&E sub-

mittals of November 26, 1982 and January 3, 1983, the written comments
,

on the November 26 submittal provided by over one hundred members of
,

the public (organizations'and individuals), the clarification of

submitted comments, and comments received at a public meeting held

. in Cincinnati on January 5, 1983. In considering CGSE's proposal,
,

the Staff has used- as guidance the letter of February 2,1982 from -

Chairman Palladino to Congressmen Ottinger-and Dingell, which sets

forth the " competence" and " independence". standards that have been

applied by the Commission in determining the acceptability of proposed

third party reviewers.

The Staff has considered the qua? ifications of both the Bechtel organi-

zation and the individuals proposed as team members to conduct the

.
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-independent review of CG&E's management of the Zimmer project. Inputs

- to this review included the information supplied in CG&E's submittal,
- ,

the Staff's existing knowledge of Bechtel's performance at other nuclear

power plants and information from members of the public as to Bechtel's

competence.. -

..

We have considered comments that problems encountered by Bechtel at

identified nuclear construction sites (e.g., Midland) demonstrate that

Bechtel is not qualified to perform the Zimmer management review. The

Staff has reviewed Bechtel's overall' performance in nuclear projects

and has concluded that Bechtel-is. qualified to perform the Zimmer

management review. We also note that Bechtel'has proposed a process

for review of the findings of the Zimmer team which will bring to -bear -

the' full expertise which Bechtel has to offer. Bechtel has stated that

the Zimmer team wi11' operate independently of the functional management
~

in the Ann Arbor-Power Division (AAPD), that the team's finding's will

- be' critiqued by the AAPD functional management'and that the team's

report will also be reviewed by Bechtel Power Management, which works

independently of the Divisions and. reports directly to the' President

of the Be(.htel Power Corporation.
-

CG&E's November 26,11982: letter documents specific experience of the -
.

~
.

- i
. proposed Bechte1~ staff,to be assigned to this. project. :The Staff has. - 1

l

reviewed the qualifications of,.and has made. inquiries regarding those~

i

i

' "C' [.

~ ' '
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persons proposed by Bechtel to be assigned to work on the Zimmer

management review team.

Based upon its review, the Staff concludes that Bechtel has assigned

top quality personnel to the review team. A number of the individuals

to be assigned to this review have significant experience through

involvement on other projects. Their knowledge and experience in

technical disciplines and in project management demonstrate their

competence to conduct the management review at Zimmer.

In view of our findings with respect to the competence of Bechtel as an

organization and the competence of the individual review team members,

we conclude that Bechtel meets the Staff's technical competence standards. '

The Staff also believes that an acceptable organization to conduct a

verification program must also be independent of the utility under

review. Independence is defined as being the ability "...to provide

an objective, dispassionate technical judgment, provided solely on

the basis of technical merit ...." P. 1 of Responses to Questions,

attached to Ottinger/Dingell letter. The Commission further defined

the term by stating that the company approved to conduct an independent

review must be one "... not previously involved with the activities...

that they will now be reviewing...." Id.
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The Staff-has considered the information-provided regarding Bechtel's

role in the Zimmer project by CG&E and Bechtel and the comments offered

by members of the public on the question of independence. A number of

comments noted that Bechtel was contacted by CG&E prior to the issuance

of the November 12, 1982~0rder regarding assistance it could provide in

completion of the Zimmer facility. - We do not believe that this type of

limited contact with CG&E or the Zimmer project would disqualify Bechtel

from conducting a review-of CG&E's management.
1

1

i

We also believe, however, that it is_necessary to consider whether

CG&E's intention to use Bechtel as a joint manager for completion of

the facility and for purposes of assistance in meeting the requirements

' of Section IV.B(2) of the Order compromises Bechtel's independence to -

perform the management review function. While the Staff. expects Bechtel

-to conduct.an objective review-of CG&E management,-the Staff believes

that a separate independent party should be retained to conduct an

overview of Bechtel's' review and conclusions under Section IV.B(1)(a)

and CG&E's recommendation under Section IV. B(1)(b) of the Order.

This is required because.the proposed subsequent role of Bechtel could

adversely affect their' ability to perform the independent management-
.

review. -This separate independent. party must be acceptable.to the NRC

and should be a recognized management consultant which meets the Staff's

independence standards. In this manner,rCG&E will have theIbenefit'~

- of Bechtel's expert advice of its management of;the' Zimmeri facility. and
~

.;;. .

-
'

r
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the NRC will be further assured that the proposed relationship between

Bechtel and CG&E does not compromise the recommendations made by CG&E

under Section IV.B(1)(b) of the Order.

III. Review Program

Bechtel's proposed outline and scope for their management review.of

Zimmer was submitted to the NRC with CG&E's November 26, 1982 response.

The Staff has reviewed this outline and scope and finds it acceptable.

Some remaining details, however, need to be clarified. To resolve the

Staff's detailed questions, a meeting, open to the public, should be

held to obtain additional information from CG&E and Bechtel regarding .

details associated with Bechtel's proposed plan of action.

IV. Summary and Conclusion

-Based on the Staff's review of the documentation submitted by CG&E and

the verbal and written comments of members of the public, we conclude

that Bechtel meets the Staff's independence-and competence criteria for

third party reviewers. Ifowever, since a significant amount of concern

has been. raised regarding the planned. dual role of Bechtel, the Staff

believes that an independent overview of Bechtel's review and conclusions

-and CG&E's recommendations is required.

,

t
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* Staff Evaluation of Cincinnati-Gas & Electric Co.
.

Proposal to Conduct the Review of the Management

of the Zimmer Project in Accordance with.Section

IV.B(1)(a) of the Commission's November 12, 1982 Order

I. Purpose

,

i
The purpose of this. document is to provide an evaluation of the Cincinnati

edl
Gas and Electric Company (CG&E) response to the Commission's November 12,

T ~% #
1982 Order, $_ection IV.B(1)(a)Y~~The Order requires an independent review

.

of_the' management of the Zimmer Project, including management of the quality

, assurance and quality verification programs. Specifically:

*

"Accordingly, pursuant to sections 103, 1611, 182 and 186 of the
Atomic Energy Act of 1954, as amended, and the Commission's regula-
tions in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED THAT: ...

B. The licensee shall show cause why safety-related construction
activities, including reworking activities,'should not remain
suspended until the licensee:

.

-(1)._Has obtained an independent review of its management of
the Zimmer project, including its quality assurance
program and its quality verification program, to determine
measures needed to ensure that construction of the Zimmer
plant can be completed in conformance with the Commission's<

*

- regulations and construction permit.

(a) The independent organization conducting this review
shall be knowledgeable in_QA/QC matters and nuclear
plant construction-and shall-be acceptable'to the'

Regional Administrator. The independent organization-
t| shall make recommendations to the licensee regarding
;

i.

!

|1

L

!

. . ._. _ _ _ ,,- , . ,-
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necessary steps to ensure that the construction of
the facility can be completed in conformance with the
Commission's regulations and the construction permit.
A copy of the independent organization's recommenda-
tions and all exchanges or correspondence, including
drafts, between the independo.nt organization and
CG&E shall be submitted to the Regional Administrator
at the same time as they are submitted to the licensee.
In making recommendations, the independent organization
shall consider at a minimum the following alternatives
for management of the Zimmer project and shall weight -

the advantages and disadvantages of each alternative:

1. Strengthening the present CG&E organization.

2. Creation of an organizational structure where
the construction management of the project is
conducted by an experienced outside organization
reporting to the chief executive officer of CG&E.

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced outs'ide organization reporting to the
chief executive officer of CGhE

4. Creation of an organizational structure with
both quality. assurance and construction project
management conducted by an experienced outside
organization reporting to the chief executive
of ficer of CG&E. . . ."

CG&E's response to the Commission's November 12, 1982 Order is contained

in correspondence dated November 26, 1982 and January 3, 1983, to

Mr. James G. Keppler.

Although CG&E requested approval for Bechtel to conduct reviews of both'

Sections IV.B(1) and IV.B.(2) of the Order, this evaluation is limited'

to Section 'IV.B(1)(a) of the Order.

|

I

<

, e - , +



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

.

- . - .,,

'
.

,

3

-.-

II. Selection of Independent Reviewer

CG&E has proposed that Bechtel Power Corporation perform both the manage-

ment review under Section IV.B(1)(a) and the verification of the quality'

of construction and the preparation of a comprehensive plan for the con-.

tinuation of construction under-Section IV.B(2) of the Order. Additionally,
,

CG&E intends to use Bechtel as "a joint manager with CGSE (licensee) of
,

the project until its successful completion." Letter from W. H. Dickhoner,
p.

President of CG&E, to NRC Commissioners, dated November 10, 1982, Ar 2.
,

The NRC staff has concidered CG&E submittals of November 26, 1982 and

January 3,1983, the written comments on the November 26 submittal pro-

vided by over one hundred members of the public (organizations and

individuals), the clarification of submitted comments, and comments<

received at a-public meeting held in Cincinnati on January 5, 1983.

In considering CG&E's proposal, the-Commission-has-directed the staff
kGS
-to ase)as guidance the letter of February 2,1982 from Chairman Palladino

" . to Congressmen Ottinger and Dingell, which sets forth the " competence"
,

} and " independence" standards that have been applied by.the Commission
,

in determining the accept. ability of proposed third party. reviewers. .
m

q u|1 Y C df0 A f
The staff has considered the c,ompetence- of both the;Bechtel organization4

end the individuals-proposed as team members to conduct the' independent

review of CG&E's management of the Zimmer/ project. Inputs to'this review.

included'the 1nformation supplied'ia CG&E's submittal, the staff's existing
~

,

4

f

#

-
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knowledge of Bechtel's performance at other nuclear power plants and by:*
It s T MGb10 bCA

members of the public as to Bechtel's competence.
l\

We have considered comments that problems encountered by Bechtel at

identified nuclear construction sites (e.g., Midland) demonstrate that

Bechtel is not qualified to perform the Zimmer management review. The

staff has reviewed Bechtel's overall performance in nuclear projects

andhasconcludedtpatBechtc1isqualifiedtoperformtheZimmermanage-
cu J o he-bid.

ment review. We conclude that Bechtel has propose.d a process for review

of the findings of the Zimmer team which will bring to bear the full

expertise which Bechtel has to offer. Bechtel has stated that the Zimmer

team will operate independently of the functional management in the

Ann Arbor Power Division (AAPD), that the team's finding's will be criti-

qued by the AAPD functional management and that the team's report will

also be reviewed by Bechtel Power Management, which works independently

of the Divisions and reports directly to the President of the Bechtel
! Power Corporation.

CG&E's November 26, 1982 letter documents specific experience of the

proposed Bechtel staff to be. assigned to this project. Thejtaffh'as
teg oru lh4 ,

reviewed the qualifications of, and has made inquiries on those~ persons

proposed by Bechtel to be assigned to work on the Zimmer management review

Additionally, certain of the-individuals to be assigned to thisteam.

review have'significant experience through involvement on other projects.

-

.. .. . . . . . . . .. . . . .. .. ______ _ ___ __ ____u _
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Based upon its review,thestaffconclude/thatBechtelhasassignedtop

quality personnel to the review team. Their knowledge and experience in

technical disciplines and in project management demonstrate their com-

petence to conduct the management review at Zimmer.

In view of our findings with respect to the competence of Bechtel as an

organization and the competence of the individual review team members,
S4-oSS\r hc.kst xi ~

we conclude that Bechtel meets the competence standard , set-forth-in -the ---f

Ottinger/Dingell*1ette C ".

The. S4 n- N ctN.ra chteves
The-Ottinger/Dingell letter-also-specifies.that an acceptable organiza-

tion to cQnduct a verification program must also.be independent of the
4k5|tb6 ~bb r
Licensee.of the plant under review. Independence is defined as being

the ability "...to provide an objective, dispassionate technical judgment,

provided solely on the basis of technical merit ...." P. 1 of. Responses

to Questions, attached to Ottinger/Dingell letter. The Commission'further

defined the term by-stating that the company approved to conduct an inde-,

pendent review must be one "... not previously involved with the activi-
'

ties... that they will now be reviewing...." Id.

. I
'

b rtThe staff has considered the information provided by.6G65-and Bo)chtel.b PClt y'v
I rg%c lf ht af r- }3 eo i CCEh

as-to -Bechtel's role an_,d the comments of fered by members . of -the public
A

on the question of independence. A number of comments noted that Bechtel'

.was contacted by.CG&E approximately-ons-week prior to the issuance of.

+
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the November 12, 1982 Order regarding assistanb it could provide in com-

*E* 11pletion of the Zimmer facility. Gontrary2to-ttrete comment.s, 'we do not
Yh( ' h O (_ O M I/'rw f b d C,0 h N O I-

believe that Bechtel4-prior--involvement with CG&E or the Zimmer project
hCd\h |

would disqualify .it" from conducting a review of CG&E's management.

Although-the issue was not-presented at-Diablo Canyon,t.)ye also believe,

however, that it is necessary to consider whether CG&E's intention to
i

use Bechtel as a joint manager for completion of the facility and for

purposes of assistance in meeting the requirements of Section IV.B(2)

of the Order compromises Bechtel'k t wO 0_ W Q h.on c h.At* b-f- t-W (g,a h, :
-I-O p<. b - M

s independence pie, staff,_howev'er3 (7 c.
R SS Oc eason _toquestion Bechtel's-integrity-anI'[Y Y l- vol v v rtherefore,-their,$Qkd -R-has no~r.c n N \ -E-oC. o k UC.h an e Nie c.1.

s

IM h-t m a g v w.
ability-to-provide an " objective,-dispassionate"u,}udgment on CG&E's *-

\management.~ Q j
?

Y/_ _

Upon a balancing of'all of'these~fac^ tors,*the-staff-believes [that Bechtel--.

V-

1nects-the-Commission's -competence -and independence crit'eria. .The staff

believes that because the proposed-subsequent role-of-Bechtel-could exert -
I,dt eh.dchY.

some pressures --upon.ith a separate thir[aparty should be retained to conduct

an overview of Bechtel's review and conclusions under Section IV.B(1)(a)_

and CG&E's recommendation under Section IV. B(1)(b) of the Order. This>-

t i m--
third party must be acceptable to *.he RegionaU Aaniinistrator.and should be

~ /.1 ^ D \ :~r -

\ a recognized management analysis consultant whicn meets the Commi sion' ~
.

|
; independence standards.end does-not-have-eny-present-expectation-that-it -
.

will perform ~additiona1-services -for ~CG&E under-the-Commission Orders In
..

'\ l - t - ?' .%GUtY? C:= ccry.|'-. g c r o b o.fe C
~

s ., , 1 , . . ,, nn ,.... .

h'.2(.(LI.%- 't'C i Y. C3 l'-
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On
this manner, CG&E will have the benefit of Bechtel's expert advice of its

management of the Zimmer facility and the NRC will be further assured that

the proposed relationship between Bechtel'and CGSE does not compromise

the recommendations made by CG&E under Section IV.B(1)(b) of the Order.

III. Review Program

1'

Bechtel's proposed outline and scope for their management review of

Zimmer was_ submitted to the NRC with CG&E's Novemb,r 26, 1982 response.

The staff has reviewed this outline and scope and finds it acceptable.

Some remaining details, however, need to be clarified. To resolve the

Staff's detailed questions, a meeting, open to the'public, should be

held to obtain additional information from CG&E and Bechtel regarding

details associated with Bechtel's proposed plan of action.

IV. Summary and Conclusion

.

Based on the Staff's review of the documentation submitted by CG&E and

the verbal and written comments of members of the public, we conclude
. C /-I-o hk'I *

that Bechtel meets the' Commission's independence and competence criteria

for third party _ reviewers. However, since a significant amount of concern-

has been raised regarding the planned dual role of Bechtel; the Staff

believes that an independent overview of Bechtel's review;and conclusions

and CGSE's recommendations is required.

|;
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MEMORANDUM FOR: Chairman Palladino

'FROM: William J. Dircks
Executive Director for Operations

SUBJECT: ZIMMER INDEPENDENT MANAGEMENT REVIEW PLAN

Attached is a proposed letter to CG&E which conditionally approves Bechtel
to perform the independent management review required of the Zimmer project
directed by Section IV.B(1)(a) of the Commission's November 12, 1982 Order.
The essential elements of the letter are:

* Bechtel is acceptable to perform the management audit for CG&E.
* A separate independent management organization must be retained by

CG&E to assure that the management audit methods, findings,- and
recommendations of Bechtel are not compromised by the proposed- '

future relationship between CG&E and Bechtel for the Zimmer project.
Upon completing its effort, this organization will provide CG&E and
the NRC simultaneously with a report documenting its actions and
conclusions.

* This decision does not relieve the requirement for CG&E to provide
an audit organization to review the Quality Verification Program as
required under Section IV.B(2) of the Order.

The Office of Investigations has conducted an investigation into allegations -

that Bechtel was performing _ services for CG&E at the Zimmer site prior to
the dates stated by CG&E and Bechtel in submittals to the NRC. In view
of the results 'of the investigation, we have concluded that Bechtel was not
performing prior services. Therefore, I intend to authorize Jim Keppler
to issue the letter on-February , 1983, subject to any comments received
from the Commission. .No separate public meeting is envisioned =regarding

4

-
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Chairman Palladino

selection of the independent management organization to overview Bechtel's
management review.

William J. Dircks
Executive Director for Operations

cc: Commissioner Gilinsky
Commissioner Ahearne
Commissioner Roberts
Commissioner Asselstine
OGC
OPE

SECY

.__ _ - _- _ _ _ _ - _ ~
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Docket No. 50-358

Cincinnati Gas and Electric
Ccmpany

ATTN: Mr. W. H. Dickhoner
President

139 East 4th Street
Cincinnati, OH 45201

Dear Mr. Dickhoner:

By letter dated November 26, 1982, you proposed that Bechtel Power
Corporation (Bechtel) be retained as the independent organization to
conduct the review of CG&E's management of the Zimmer project required
by Section IV.B(1)(a) of the Commission's November 12, 1982 Order.
Supplemental information in support of this request was provided with
your letters of January 3, 10, and 31, 1983.

We find the selection of Bechtel for this assignment to be consistent
with the independence criteria outlined in the Commission's letter of
February 1, 1982 to Congressmen Ottinger and Dingel-1. We believe
Bechtel can be of considerable help to CG&E and the Zimmer project
based upon its proven success in assisting other utilities with
their projects (e.g., South Texas; WNF-2; Diablo Canyon). However,
since it appears that you may also propose to retain Bechtel in a
substantive role in the completion of the project,.you should under-
stand that we would only consider Bechtel eligible for both roles
provided that you retain an additional independent organization,
acceptable to the NRC staff, to conduct an overview of Bechtel's and

CG&E's review, conclusions, and recomrcendations concerning the manage-
ment of the Zimmer project pursuant to Section IV.B. (1) of the Order.
Enclosure 1 provides our rationale for this decision.

The independent overview organization should be a recognized management
consultant and must satisfy the independence standards contained in the
Ottinger/Dingell letter. This overview is intended to assure that the
management review findings and recommendations are not compromised by
the proposed future relationship between CG&E and Bechtel. Upon com-
pleting its effort, the independent overview organization shall provide.

.CGSE and the NRC simultaneously with a written report documenting its
actions and conclusions.

We-look' forward to your proposal of an organization to conduct the inde-
pendent overview of the management review and recommendations. We intend
to act as expeditiously as possible on that proposal. Since the public's
extensive comments offered on your proposal for approval of Bechtel have been
considered in our decision, further opportunity for public comment is not

: envisioned. ' Note that this requirement for an additional' Independent

k[f
organization to conduct such an overview (Section IV.B.(1) of the order)

YW}y 1

s-
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Cincinnati Gas and Electric -2-
Company

would not replace the requirement to include an outside audit organization,
which did not perform the activities being audited, in the comprehensive
quality verification plan required under Section IV.B.(2) of the Order.

While we have approved CG&E's proposal to use Bechtel to perform the
review under Section IV.B(1)(a) of the Order subject to the retention
of an acceptable management consultant, certain details pertaining to
Bechtel's plans for conducting the management review of CG&E need
amplification. To expedite resolution of these matters, we would like
to meet with you and Bechtel as early as possible. We propose to hold
the meeting in Cincinnati, and make it open to public observation. I

will contact you shortly regarding arrangements for the meeting.

I am also enclosing a copy of the protocol which NRC expects to be
followed during the management review under Section IV.B(1) of the
Order as to contacts between or among CG&E, the independent management
reviewer (Bechtel), and the party selected to do the independent
overview (Enclosure 2).

The approval granted by this letter is limited to Section IV.B(1)(a)
of the Order.

Sincerely,

James G. Keppler
Regional Administrator

Enclosures: As stated

cc w/ enclosures: See page 3

!

l
!
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Cincinnati Gas and Electric -3-
Company

ec w/ enclosures:
Mr. Earl A. Borgmann

Senior Vice President
J. R. Schott, Plant

Superintendent
J. D. Flynn, Manager

Licensing Environmental
Affairs Department

DMB/ Document Control Desk (RIDS)
Resident Inspector, RIII
Harold W. Kohn, Power-

Siting Commission
Citizens.Against a Radioactive

Environment
Helen W. Evans, State of Ohio
Robert M. Quillin, Ohio

Department of Health-
Thomas Applegate
Thomas Devine, Associate

Director, Institute for
Policy Studies

Dave Martin, Office of
Attorney General

Mark Wetterhahn, Esq.
Jerome A. Vennemann, Esq.
Gretchen_Hummel, Ohio

Consumers' Counsel
James R. Williams, State

Liaison Officer, Ohio
Disaster Services Agency

.
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COMMUNICATIONS BE'lVEEN AND AMONG CG&E, INDEPENDENT MANAGEMENT

REVIEWER (BECHTEL), AND INDEPENDENT OVERVIEWER
,

'
In order to ensure the " arms length" relationship between CG&E (including its

contractors and subcontractors), the independent management reviewer (Bechtel),

and the independent overviewer, while at the same time not unduly restricting

the ability of all to complete their efforts, the following protocol shall be

adhered to:

1. Consistent with the Commission's November 12, 1982 Order, recommenda-

tions, findings, evaluations and all exchanges of correspondence,

including drafts, between the independent management reviewer and

CG&E will be submitted to the Regional Administrator at the same
s

time as they are submitted to the licensee. Since the Regional

Administrator has additionally required CG&E to propose an indepen-

dent management consultant to conduct an overview of the management

reviewer's and CG&E's review, conclusions, and recommendations con-

cerning the management of the Zimmer project, the above requirements

will also apply to that organization.

2. The independent management reviewer and the independent overviewer

have a clear need for prompt access to whatever information they

require to fulfill their roles as described 'in the Commission's

November 12, 1982 Order and in the cover letter to this protocol.

To this end, the independent reviewer and overviewer may request

documentary material, meet with and interview individuals, conduct
.
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telephone conversations, or visit the site to obtain information

without prior notification to the NRC. All communications and

I

' transmittals of information shall, however, be documented and such

documentation shall be maintained in a location accessible for NRC

examination. To the extent that any individual contacted or inter-

viewed requests that his or her name not be revealed, that informa- |
!

tion need not be included in the documentation but shall, if re-

quested, be made available to appropriate NRC personnel.

3. If the independent reviewer or overviewer wishes to discuss with

CCSE substantive matters related to information obtained, to pro-

vide an interim report to CG&E, or to discuss its findings or
.

conclusions with CG&E in advance of completing its report, or if

CG&E desires such communication, such discussions shall be accomp-

lished in meetings open to public observation. In this regard,

CG&E shall provide a minimum of five days advance notice to the

Regional Administrator of any such meeting. The Regional Adminis-

trator shall make reasonable efforts to notify representatives
'

of interested members of the public of the meeting, but the in-

ability of any person to attend shall not be cause for delay-or

postponement of the meeting. Transcripts or written minutes of
,

all such meetings should be prepared by the organization request-

ing the meeting and provided'to the NRC in a timely manner. Any

| portion of such meetings which deals with proprietary information

may be closed to the public.

.._
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4. All meetings between the Staff and CG&E, the independent reviewer,

and/or the independent overviewer will be open to public observa-

$^
tion, except where the Staff deems it appropriate. i

4

5. All documents submitted to, or transmitted by, the NRC subject to

this Protocol will be placed in the NRC Public Document Rooms

in Batavia, Ohio, and Washington, D.C., and will be available

there for public examination and copying.

t'
.i
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-Staff Evaluation of Cincinnati Gas & Electric Co.
Proposal to Conduct-the Review of the Management
of the Zimmer Project in Accordance with Section

IV.B(1)(a) of the Commission's November 12, 1982 Order

I. Purpose

The purpose of this document is to provide an evaluation of the Cincinnati

Gas and Electric Company (CG&E) response to Section IV.B(1)(a) of the

Commission's November 12, 1982 Order. The Order requires an independent

review of the management of the Zimmer Project, including management of

the quality assurance and quality verification programs. Specifically:

"Accordingly, pursuant to sections 103, 1611, 182 and 186 of the
Atomic Energy Act of 1954, as amended, and the Commission's regula-
tions in 10 CFR Parts 2 and 50, IT IS HEREBY ORDERED 1]IAT: ...

B. The licensee shall show cause why safety-related construction
activities, including reworking activities, should not remain
suspended until the licensee:

(1) Has obta'qad an independent review of its management of
the Zimmer project, including its quality assurance
program and its quality verification program, to determine
measures needed to ensure that construction of the Zimmer
plant can be completed in conformance with the Commission's
regulations and construction permit.

(a) The independent organization conducting this review
shall be knowledgeable in QA/QC matters and nuclear
plant construction and shall be acceptable to the
Regional Administrator. The independent organization
shall make recommendations to the licensee regarding
necessary steps to ensure that the construction of
the facility can be completed in conformance with the
Commission's regulations and the construction permit.
A copy of the independent organization's recommenda-
tions and all exchanges or correspondence, including
drafts, between the independent organization and
CG&E shall be submitted to the Regional Administrator

. , . _ .
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at the same time as they are submitted to the licensee.
In making recommendations, the independent organization
shall consider at a minimum the following alternatives
for management of the Zimmer project and shall weigh
the advantages and disadvantages of each alternative:

1. Strengthening the present CG&E organization.

2. Creation of an organizational structure where
the construction management of the project is
conducted by an experienced outside organization
reporting to the chief executive officer of CG&E.

3. Creation of an organizational structure where the
quality assurance program is conducted by an
experienced outside organization reporting to the
chief executive officer of CG&E

4. Creation of an organizational structure with
both quality assurance and construction project
management conducted by an experienced outside
organization reporting to the chief executive
officer of CG&E...."

CG&E's response to the Commission's November 12, 1982 Order is contained

in correspondence dated November 26, 1982 and January 3, 10, and 31,.1983,

to Mr. James G. Keppler.

Although CG&E requested approval for Bechtel to conduct reviews of both

Sections IV.B(1) and IV.B.(2) of the Order,-this evaluation is limited

to Section IV.B(1)(a) of the Order.

II. Selection of Independent Reviewer

CG&E has proposed that~Bechtel Power Corporation perform both the

-management review under Section IV.B(1)(a)'and the verification of

the quality of construction and the preparation of a comprehensive plan

. - .
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for the continuation.of construction under Section IV.B(2) of the Order.

Additionally, CG&E intends to use Bechtel as "a joint manager with CG&E

(licensee) of the project until its successful completion." (Letter

' from W. H. Dickhoner, President of CG&E, to NRC Commissioners, dated

November 10, 1982, page 2.) The NRC staff has considered CG&E submittals
,

of November 26, 1982 and January 3, 10, and 31, 1983, the written

comments on the November 26 submittal provided by over one hundred,

members of the public (organizations and individuals) the clarification.

of submitted comments, and comments received at a public meeting held

in Cincinnati on January 5, .1983 and in subsequent correspondence from

; the Government Accountability Project (GAP). In considering CG&E's

proposal, the Staff has used as guidance the letter of February 2, 1982

from Chairman Palladino to Congressmen Ottinger and Dingell, which sets4

; forth the " competence" and " independence" standards that have been

applied by the Commission in determining the acceptability of proposed
,

third party reviewers.

i The Staff has considered the qualifications of both the Bechtel organi-

zation and the individuals proposed as team members to conduct the-

independent review of CG&E's management of the Zimmer project. Input

to this review included the-information supplied'in CG&E's submittal,

, the Staff's existing knowledge of Bechtel's performance at other nuclear

power plants and information from members of the public as to Bechtel's

competence.

.
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We have considered comments that problems encountered by Bechtel at

identified nuclear construction sites (e.g., Midland) demonstrate that

Bechtel is not qualified to perform the Zimmer management review. The

Staff has considered Bechtel's experience in nuclear projects and has

concluded that Bechtel is qualified to perform the Zimmer management

review. We also note that Bechtel has proposed a process for review

of the findings of the Zimmer team which will bring to bear the full

expertise which Bechtel has to offer. Specifically, Bechtel has stated

that the Zimmer team will operate independently of the funct$enal

management in the Ann Arbor Power Division (AAPD), that the team's

findings will be critiqued by the AAPD functional management and that

the team's report will also be reviewed by Bechtel Power Management,

which works independently of the Divisions and reports directly to the

President of the Bechtel Power Corporation.

1

CG&E's November 26, 1982 and Bechtel's January 14, 1983 letters document
|

specific experience of the proposed Bechtel staff to be assigned to

this project. The Staff has reviewed the qualifications of, and has

made inquiries regarding, those persons proposed by Bechtel to be

assigned to work on the Zimmer management review team.

Based upon its review, the Staff concludes that Bechtel has assigned

top quality personnel to the review team. A number of the individuals

to be assigned to this review have significant experience through

involvement on other projects. Their knowledge and experience in

.
_ _ _ _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ .
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f technical disciplines and in project management demonstrate their
,

:

competence to conduct the management review at Zimmer.
4

In view of our findings with respect to the competence of Bechtel as an

organization and the competence of the individual review team members,
1

'
we conclude that Bechtel meets the Staff's technical competence s+andards.

The Staff also believes that an acceptable organization to conduct a

verification program must also be independent of the utility under
a

review. The Commission has defined independence as being the ability

"...to provide an objective, dispassionate technical judgment, provided

solely on the basis of technical merit ( Page 1 of Responses to"
. . . .

( Questions, attached to Ottinger/Dingell letter.) The Commission further

defined the term by stating that the company approved to conduct an

independent review must be one "... not previously involved with the
'

activities... that they will now be reviewing...." Id.

2

i

I The Staff has considered the information provided regarding Bechtel's
i

role in the Zimmer project by CG&E and Bechtel and the comments offered

i by members of the public on the question of independence. We believe

that Bechtel meets the standards of independence outlined in the

Ottinger/Dingell letter. However, a number of comments noted that

) Bechtel was contacted by CG&E prior to the issuance of the November 12,

1982 Order regarding assistance it could provide in completion of the

:

.
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t Zimmer facility. We do not believe that this type of limited contact
,

; with CG&E or the Zimmer project would disqualify Bechtel from conducting

a review of CG&E's management.

a

4

In its November 26, 1982 submittal CG&E enclosed-a November 23, 1982

" revised proposal" from Bechtel, which referenced an initial Bechtel

propcsal to CG&E on November 8, 1982. On December 28, 1982 the NRC

staff requested that CG&E provide identified additional information,

including ". . a chronology of meetings between CG&E and Bechtel.
,

4

: and site visits by Bechtel employees in connection with this effort."
\

I In its response of January 3,1983 CGSE provided the following chronology:

(1) it had first contacted Bechtel on November 2, 1982 by telephone

regarding Bechtel's capabilities to conduct an assessment of'

! the Zimmer Project management;
r

| (2) Bechtel made an initial presentation to CG&E on November 5,

and a written proposal on November 8, 1982;
.

(3) CG&E concluded on November-10, 1982 that Bechtel was the most,

qualified of the firms interviewed and told Bechtel that ~it
#

f

would be advising the Commission of a proposed program .utiliz-

ing Bechtel's services; and
i -

.

. (4) On November 12, 1982 the Commission issued its Order.

:

|

,

|

!
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(January 3,1983 letter from William H. Dickhoner to James G. Keppler,

page 2.)
.i

i
'

In a Bechtel letter of December 29, 1982 to CG&E, which was enclosed

with the January 3 submittal, Bechtel provided the additional infor-

mation that its services to CG&E commenced on November- 15, 1982.

(December 29, 1982 letter to Mr. Dickhoner from Howard V. Wahl,
!

page 3.)

At the January 5,1983 public meeting GAP stated that they had infor-.

mation that Bechtel had been on site prior to the dates stated by

CG&E and Bechtel, and argued that CG&E and Bechtel may therefore have
,

made material false statements. Tr. at 60-61. In response to the
i

Staff's request for whatever information it had regarding the timing

of Bechtel's arrival on site, GAP submitted a letter dated January 20,

1983 in which it stated, "Six witnesses reported that Bechtel had

communicated with CG&E or arrived on-site before November 1982."

(Letter of Thomas Devine to James G. Keppler, page 3.) Attached to.

the letter was an affidavit of one of these witnesses. The contents
i

of that affidavf.c are summarized in GAP's letter (pages 3 - 4). The
i
'

key points made in the affidavit were:

.

(1) the affiant personally saw Bechtel representatives on site as

early as August 1, 1982,

- ._, -_ -. , . . - . - - - . - ._ _ . . _ _ . . - .. . - _ .
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(2) the affiant identified the individuals in question as being

Bechtel employees by the Bechtel logo on their briefcases and

suits,

(3) around August 15, 1982 the Bechtel representatives began to

use a double trailer that had been brought on site, and

(4) the affiant asked one of the individuals why he was on site

and the individual responded that the job of the team was

to study " code compliance and accountability" at the project

and that there were two-hundred people on standby ready to

come to Zimmer.

The NRC's Office of Investigation (OI) has conducted an investigation

into the matters stated in the affidavit provided by GAP. That investi-

gation included the following areas:

(1) interviews with the affiant and three other witnesses identi-

fled by GAP;
.

h C Of '
(2) interviews of CGSE officials;

A

(3) review of gate records at the site; I

|
|

|
1

(4) contacts with local realtors; i

1

|
4

. . l
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(5) checks of local hotel, motel and rental car records; and

'(6) contacts with consultants to CG&E who had been on site durirg

the summer and fall of 1982.

OI investigated all relevant statements given by the individuals

identified by GAP. No corroborating evidence was uncovered by OI to

substantiate these statements. The earliest indication of Bechtel

presence on site was November 5, 1982, when three Bechtel employees

signed in to see Mr. Sylvia (CG&E). This is consistent with CG&E's

s';atement that Bechtel made an initial presentation to it on

November 5, 1982.

The OI investigation also developed information which might explain

the perception that Bechtel personnel had arrived on site. The

investigators determined that there were pervasive rumors at the

site during the summer and fall of 1982 that some outside company,

perhaps Bechtel, might be coming in to play a key role in the project.

Four consulting organizations did arrive at the Zimmer site during

the summer, at least two of the employees of these consultants were

former Bechtel employees, and one of them did carry a briefcase with

a Bechtel logo. On the b: i; cf ststr ent: .kuu Itum CGGE vffisic1:

and cent :t; with thumm evumultants, ^7 invastigarnee r^acluded, how

CVC., wita w -G3 Lc IC10tionahay hu;-viu 20Cht01 and ihuau -wuu.c

en-e"Itantr_
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On the basis of the OI investigation, the staff has been unable to

identify any support for the statements made by the individuals identi-

fled by GAP. We conclude, therefore, on the basis of the investigation

that CG&E and Bechtel did not make material false statements in submittals -

to the NRC.

i
At the January 5, 1983 public meeting and in subsequent letters, the Coalition

for Affordable and Safe Energy (CASE) and GAP asserted that Bechtel would have

a financial conflict-of-interest affecting its objectivity in reviewing CG&E's

management of Zimmer because Bechtel wholly owns Dillon, Read & Co. Inc.

(Dillon, Read), an investment banker which has participated in underwriting
i
' debt and equity of the three owners of the Zimmer facility. In letters dated

January 10 and 31, 1963, CG&E has transmitted information from Bechtel

regarding the ownership relationship between the Bechtel family and Dillon,

Read and the percentage of Dillon, Read's business that-is represented by its -

I underwriting for CG&E, Dayton Power & Light Company, and American Electric

Power Company (parent of Columbus & Southern Ohio Electric Company). On the

basis of these submittals, the Staff concludes that there could only be a

speculative and remote effect on Dillon, Read's business as a result of~any

recommendations of Bechtel Power Corporation with respect to the Zimmer

project. Bechtel states that it ". . has no intention of permitting the.

financial-interests of Dillon, Read & Co. Inc., to interfere with the-inde-

pendent exercise of its judgment as a professional engineering firm." Letter

of H. W. Wahl (Bechtel) to William H. Dickhoner (President, CG&E), dated

i
_ . - -- .. . - -- ., .. - , -. - -- -

'
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January 31, 1983, page 2. The Staff concludes that the financial relation-
,

ship between the Bechtel family and Dillon, Read does not compromise Bechtel's

ability to conduct an independent review of CG&E's management of Zimmer.

i

Notwithstanding the Ottinger/Dingell letter, we also believe it is

necessary to consider whether CG&E's intention to use Bechtel as a joint

manager for completion of the facility and for purposes of assistance
.

in meeting the requirements of Section IV.B(2) of the Order compromises

Bechtel's independence to perform the management review function. While

; the Staff expects Bechtel to conduct an objective review of CG&E manage-

ment, the Staff believes that a separate independent party should be

retained to conduct an overview of Bechtel's review and conclusions under
.

Section IV.B(1)(a) and CG&E's recommendation under Section IV. B(1)(b)
4 of the Order. This is required because the proposed subsequent role of
I

| Bechtel could adversely affect their ability to perform the independent
4

management review. This separate independent party must be acceptable

to the NRC and should be a recognized management consultant which meets

the Staff's independence standards. In this manner, CG&E will have the

benefit of Bechtel's expert advice of its management of the Zimmer

facility and the NRC will be further assured that the proposed relation-
i
~

ship.between Bechtel and CG&E does not compromise the recommendations,

i made by CG&E under Section IV.B(1)(b) of the Order.

!

|

l
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III.' Review Program

,

Bechtel's proposed outline and scope for their management review of
~

Zimmer was submitted to the NRC with CG&E's November 26, 1982 response.

! . The Staff has reviewed this outline and scope and finds it acceptable.
:

Some remaining details, however, need to be clarified. To resolve the

j Staff's detailed questions, a meeting, open to the public, should be

; held to obtain additional information from CG&E and Bechtel regarding

f details associated with Bechtel's proposed plan of action.

.

! IV. Summary and Conclusion
i

j Based on the Staff's review of the documentation submitted by CG&E and

the verbal and written comments of members of the public, we conclude

that Bechtel meets the Staff's independence and competence criteria for
i
'

third party reviewers. However, since a significant amount of. concern

has been raised regarding the planned dual. role of Bechtel, the Staff

I believes that an independent overview of Bechtel's ' review and conclusions

j and CG&E's recommendaticas is required,
i

.

i

4
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MEMORANDUM FOR: Chaiman Palladino
.

FROM: William J. Dircks
Executive Director for Operations

,;

SUBJECT: ZIMMER INDEPENDENT MANAGEMENT REVIEW PLAN '

! Attached is a proposed letter to CG&E which conditionally approves Bechtel

to perfom the independent management review 1 required of the Zimer project

directed by Section IV.B(1)(a) of the Comission's November 12, 1982 Order.

! The essential elements of the letter are:
$

' Bechtel is acceptable to perfom the management audit for CGAE.

A separate independent management organization must be retained by
A mebas,

CG&E to assure that the. management findings and recomendations ofg

Bechtel are not compromised by the proposed future relationship

between CG&E and Bechtel for the Zimer project. Upon completing

its effort, this organization will provide CG&E and the NRC
i

simultaneously with a report documenting its actions and

conclusions.
* This decision does not relieve.the: requirement for CG&E to provide

an audit organization required under Section IV.B(2) of the Order3

review the Quality Verification Program.au

.
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The Office of Investigation hasgcompleted-+tc invesHeation of the
aMegations-regarding-BechteRs-earJy involvement--at4he-24mner-sit -and = >d nh

?;;,h m y y--
. w-

conche "::t-the en gaticas.are oithcet ~ rit. Therefore, I intend toe
m

authorize Jim Keppler to issue the letter on ,@~ ' ''*?$:,ubjectto4o#b.e_
' El e ( Y)any coments received from the Comission. No separate public meeting is

k g :rD 0:
envisioned regarding selection of the independent management organization to

overview Bechtel's management review.

.

William.J. Dircks
Executive Director for Operations

cc: Comissioner Gilinsky s

Comissioner Ahearne
Comissioner Roberts
Comissioner Asselstine y
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