Bechtel Power Corporation

Engineers—Construciors

Fiity Beale Stree! @

San Francisco, Cahforma
- Mail Address: PO Box 3955, San Frangisco, CA S4118

November 23, 1982

Mr. W.E. Dickhoner, President
Cincinnati Gas and Electric Company
139 East Fourth Street

Cincinnati, Ohio 45202

Dear Mr. Dickhener:

Bechtel submits this revised proposal for providing conmpletion
services for your W.BE. Zimmer plant. This revision to our proposal,
originally submitted on November 8, 1982, respc:.dés to the Nuclear
Regulatory Commission's Order to Show Cause dated November 12, 1582,
and incorporates the regquirements of the Independent Review of the
Manageient of the Zimmer Project as outlined in section IV B (1) of
that order. As reguested, we have provided information regarding
Bechtel's independence from Cincinnati Gas and Electric (Appendix D)
and our qualifications and experience in QA/QC .matters which has
been appreopriately added to Appendix C.

Our proposal is organized as follows:

Appendix A describes the objectives and approach to the Independent
Review of the project which is proposed for accomplishment under the
Technical Services Agreement submitted on November 8, 1982. This

review which we have designated as Phase 1 is currently in progress.

Appendix B includes the resumes: of the Independent Review Team
menbers. .

Appendix C includes summaries of Bechtel's nuclear experience which,
as you know, is approached by no other company. We have added
additional information describing Bechtel's capabilities and
approach to managing project quality. (pp C-4 through C-13)

Appendix D includes information affirming Bechtel's independence
from Cincinnati Gas and Electric and the Zimmer project.
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LY NG R, Blekbannt Bechtel Power Corporation
. “Cincinnati Gas and Electric Company .

November 23, 1982
Page 2

wWe are prepared to mobilize a Quality Assurance Audit Team to verify
the adeguacy of the guality of construction of the Zimmer project in
accordance with Section IV B (2) of the above mentioned Order to
Show Cause. It is proposed that the team be headed by Mr. J.A.
Amaral who is Bechtel Power Corporation's Corporate Quality
Assurance Manager. Mr. Amaral is on my staff and is responsible to
me for overseeing and coordinating all of Bechtel Power
Corporation's Quality Assurance Programs. The team will include
other Bechtel Senior Quality Assurance personnel selected from our
various divisions. . The Quality Assurance Audit Team will be
separate from our Independent Review team., A more detailed
description of our plan and approach for such audit will be
forthcoming uUnder separate cover.

puring 1982, fuel was loaded on six of our units. Work was deferred
or cancelled on four additional units. With these completions and
cancellations, Bechtel is prepared to staff the limmer project with
nuclear experienced personnel in all aspects of project completion
management., .

Bechtel renmains committed to assisting Cincinnati Gas and Electric
in the successful completion of the W.E. Zimmer Nuclear Station

Project.
Sincerely, . .
E.O0. Reinsch
President

EOR/lsw B

Enclosures’

cec: E.A. Borgmann

16112382
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Independent Review Team

Division Management - W.

Projeét Operations - G.
- R.

Construction - D.
- C.

Project Controls- - R.
- Go

Code - Welding Inspection - L.
Startup Turnovers - Je.

. Engineering - R.
Document Ceontrol - c.

Appendix B

G.

B.
x.

Henry

Jones*
Vassar (part-time)

Stover+
Turbow

Scderholm

Scott*
Stanley*

Campbell
Walker (part-time)

Loos (part-time)

Rixford (part-time)

The survey team will be headed up by G. B. Jones 2and will report

to W. G. Henry, Vice-President and Deputy General Manager

Ann Arbor Power Division.

-
~

The resumes of full time team members follow.

*Available for permanent Zimmer Froject Team.

11/23/82
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Appendix D

Demonstration of Independence

5

In the meeting of November 17
Electric (CG&E), the Nuclear
Bechtel, the NRC reguested tha:
from CG&E and the zi““e' p'cject
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capacity
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In 1977-78 Bechtel performed a steam system evaluation study for
Dayton Power and Light, one of the ownc.s of the Zimmer Project.

udy of replicating four existi
c Power, one of the owners of

In 1977-79 Bechtel performed a s
powe' plants for American Electr
Zinner Project. .
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| GOVERNMENT ACCOUNTABILITY PROJECT
~ Instinute fox Policy Scudhes
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1001 Gue Screet. N.W., Weshington, D.C. 20009 B Q2349382

— i = - =

‘Mr. James Xeppler . " :
Regional Adminstrater, Region III - -y,
U.S. Nuclear Regulatory Commission “ .

788 Roosevelt Road .

Slen Ellyn, Illincis 60137 .

Dear Mr. Keppler:

, At the January 5,:1883 public meeting on Cincinnati Gas and
Flectric's (CGEE) proposal of the Bechtel Corporation to- ;
adzinister the third party prograz at the Zimmer nuclear power
gtation, Region III counsel Stephen Lewis requested that public
critics produce evidence for two serious challenges to The ,
Bechtel nomination. On behalf of the Miani Valley Power Project
(XVPP), the Govermment Accountability Project (GAP) presents this
respcnse, as well as supplesental comments. -

More specifically, Mr. lewis challenged critics to produce
‘evidence that Bechtel first arrived on-site at Zimmer to begin
work before November 15, 1882 -- the date specified Ly (GEZ and
Bechtel for the latter's arrival. Secend, Mr. lewis suggested -
that we present the full scope of financial conflicts-of-interest
. due to underwriting purchases of Dayton Power and Light stock by
Dillon,Read and Co., Inc., an investment company wholly-cwned by
Bechtel since June 15E81.

During the last two weeks GAP has researchsd these irgues
diligently.  We have obtained evidence that Bechtel has been
on-site continuously at Zizmer since August 1, and after August 15
operated out of a double wide trailor that served as headgquarters
for its site teaz. TFurther, a review of records at the Securities
and Dxchange Commission reveals that from 1873-82 Dillon Read has
purchased at least §48,415,000 {n bonds froz the three utilities
that own Zirmer, as well as 571,000 shares of stock. Further,
pillon Read co-managed the sale of 80,000,000 in bonds and '
7,100,000 shares of stock for Columbus and Southern Ohio Electric
(C30EE) between 1873-76. _ '

I. BECHTEL'S ACTIVITIEE AT ZDOER SINCE AUGUST

A. Background

In public comments on CGEE's Novezder 26, 1882 nozmination of -
Becht=l, critics suggested that the latter's work for CGEE defore
the Com=ission's November 12 Order coxpronised Bechtel's adbility to
- make an independent assesszent of the safety hazards at Zirmer and

their causes. Kost commenters referred to Novexder 1882 cozmunications

W
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between CGEL and Bechtel., The NVPP cormenls went & step further:

"CAP has received reports since Augusi of Bechtel teams on-site .
et Zimmer to prepare its workplan. There is no question that developing
a program to finish the plan[t] constitutes direct {nveolvement with

the 2 r preject, months before the Commission acted.” (Decemder
, 1882 letter from GAP to James Xeppler, at 6.)

: As a Tesult of the public com=entis, in a Decezber 28, 1882
letter to CGEL and Bechtel you raised a series of key questions
about the nomination. In particular, your first inquiry was as
follows: . , o

Please provide all documents and 2 discussion of any
oral understanding related to CGEI's plens to
ut{lize Bechtel as described {n your Kovember 10,
1562 letter to the NRC Cormissioners and activities
contexmplated in response 10 the Novezber 12, 1882
Comzission Order.. .Include with this responsc &
chronology of meetings beTween CGLE and Bechtel and’
cite visits by Bechtel exployees {n connection with
this effort.

"

On January 3, 1883 CSEE President William Dickhoner answered
that -- on Novemder 2, 1882 the utility contacted Bechtel and
other firms; on Nevemder 3 Bechtel made an initial presentation
off-site; and between Novezber 15, 1982 and Decexber 22, 1982

. visited the site on 1§ occasions, Similarly, & Decexmber 28, 1982
. letter fro= Bechtel Power Corporation Vice President and General
Manager Howard Wahl £ails to mention-any site visits before

Xovezber 15, 1882. ’ =

The subject was discussed at the January §, 1983 public
peeting. In response to an Inguiry whether Bechtel's failure to
disclose the August vigits would constitute 2 paterial false state-
ment, ¥r. lewis explained that the early activities would have been

 within the scope of the Decezber 28 guestion. (Transcriptu, at
§0.) Ccunsel then confirmed the seriousness of this factual dispute

in the following exchange!

YR, DEVIKE: Well, as you know, since the plant was
ghut dewn, & lot of the witnesses have scattered around
the country. Som: of the best quelity assurance personnel
at Zizser were laid off when work was guspended. If 1 .
az going to fly around the country and gather these affidavits
1 want 1o know if it makes & difference. If Bechtel ° .
gave material false statempents in response to your

. December 28 letter, are you going tc trust the safety of
+his community to their judgzent for the rest of the Zimzer
project? . .
¥R. XEPPLER: 1 think the answer to that question is, if-
Bechtel responded falsely, it will be treated as & serious

- patter, yes.

B. GAP Investigation

' After the January $ seeting, GAP contacted 2 geries of former
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Zimmer ezployees to confirm and clarify their earlier informal
 peports of Bechtel visits on-site since August. Six witnesses
reported that Bechtel had communicated with CGEE or arrived on-site
before November 1982, Five of the witnesses were working at Zicmer
when the Commission issued its Novezber 12 Order suspending all safety-
related construction. One witness provided an affidavit, which
is enclosed as Exhidit 1, In his disclosure the witness reported
that he had confirmed the accuracy of his statement with four other
- ex-Zimzmer epployees, who had egreed to speak with the Federal
Bureau of Investigation (FBI). Four of the five witnesses contacted
by GAP who did not provide affidavits stated that they would speek
with the Federal Bureau of Investigation or the NRC's Office of
Investigations., = : :

Taken in combdination, the Zimmer witnesses provided the following
inforzation: Az, - ¥

1) On August 1 a teaz of Bechtel employees arrived on-site
at Ziomer. They entered through the north gate. The Bechtel
team wore visitors passes the first day at the plant, although the
passes were not seen subseguently.

2) The witnesses initially identified th¥ teaxz with Bechtel,
because the mexders wore suits emblazoned with the Bechtel logo.
" Although the team menbers wore CGEL hardhats the first dey, :
they later switched to Bechtel hardhats. One teaz member stated that
" the group was froz Bechtel. ' .

3) The Bechtel teaz was on-site continuously from Augustl | _
‘at least through the Comzission's November 12 Order. -Initially,
there were six Bechtel representatives. The teaz later increased
<o eight, and eventually to at least 12 mexzders at the
. time of the shutdown.

§) Tor the first two weeks the team worked out of the "head
shed" -- the rain building for all constructicn managers. On
‘approximately August 15 a double wide trailor was installed for the
teaz. The location of the trailor is circled on a copy of an aerial
photo enclesed as Exhibit 2.  The team memders were seen entering
and leaving this trailor, which was not marked with the corporate
seal. : . ekt -

%) A mexzber of the Bechtel team stated that the group was
there to do a study of code cozpliance and accountadility, to cee
if the plant could be completed feasibly within normal quality
assurance (QA) requirements. They were to subzit a report to CGSE
Vice President Earl Borgmann. The same representative stated that
Bechtel hed a team of 200 ecployees on stand-by to come in for a larger
project. A Bechtel executive in charge of construction at Midland was

slated to run the 2{zmer audit.

6) Bechtel's work at Zimmer was widely known and .discussed
~  among employees on-site, who believed the firm was being eased in
- to replace the Kaiser Corporation. Only two of six GAP witnesses
personally saw specific Sechtel identification, however.



Mr. Keppler Paje -

7) One witness reported in an affidavit that in late August or
early Septerber XRC Resident Inspector Fred Christianscn stood
beside Bechtel representatives to observe work on a hanger,

In light of the KRC staff's previcus failure to recognize the
scope of Zimzer quality assurance viclations until pressed by whistle-.
blowlng disclosures, the last allegation is particularly disturding..

Overall, you have stated that if verified these charges are
very serious. In our opinion, these findings independently
pandate that you reject the Bechtel proposal, or at least
_withhold approval until proper autherities can investigate whet
we believe are material false statezents in _response to your L5 TN
Decernber 28, 1982 letter on the Bechtel nomination. TFurther, i{f CGEE
. prov;ded misleading or inaccurate statements to support the Bechtel
nominaticn, it should be disqualified from making future nominations.
Surely, an "independent™ third party cannot provide an "cbjective"
evaluation of the same type issues that it has been working on secre‘ly
for CGEE since August -- over three months before the NRC-imposed
shutdown. It is not likely that the public will have confidence
in eventual third party conclusions, either, if the initial -
selection process is taimted by decepticn.

II. FIKANCIAL CONFLICTS-OF-INTEREST

. A% the January 5 nmeeting, Phil Amadon, Chairman ¢f the Coalition
for Affordadle and Safe Energy (CASE), repocrted that Dillon, Read )
and Co., a wholly-owned Bechtel subsidiary, acquired $1.5 milliom in - |
bonds in 1982 froo Dayton Power 2nd Light (DPEL), one of the Zimmer-
owners. Mr. Azadon obdserved, "[IJf our city council people are
responsible encugh to remove "the=selves from voting aftsr dealing
with CGEE stocks, we think it might be reasonable to ask Bechtel,
which wholly owns Dillon and Reed [sic], to remove themselves fron
auditing a plant in which they have some financial interest...."
(Transcript, at 51.) Mr. Lewis requested that any more complete researbﬁ
be submitted for the record. (Id., at 51-2.)

‘GAP has checked Standard and Poor's listings to confirz that
Dillon Read is a Bechtel sudsidiary. In a January 19, 1883 tele-
phone .conversation, a Dillon Read representative Lnformed Kr. -
Amadon that Bechtel acquired the investment firz in June 1381.

GAP has researched a wide sample of utility SEC disclosures
back to 1973. Put simply, the fira has an active history as an
underwriter for all three utilities which own Zirmer -- CGEE, DPEL,
and CISOE. On balance, Dillon Read participated in purchaszng
- $129,415,000 in bonds and 7,871,400 shares of stock between :
1973-82. Included in this total are $80,000,000 in CESOE bonds and
7,100,000 shares of CESOE stock for whzch Dxllon Read served jointly
w;th the Ohio Company as managing undervrit:rs. Since June 1981 .
Dillon Read has purchased $15,440,000 in donds and 130,000 shares of .
stock. Statistical summaries for relevant SIC reports are enclosed ]
as Exhibits 3A-3C, respectively.

This sesearch establishes a financial conflict-of-interest.
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"A subsidiary of the "independent” judge of Zimmer traditionally has
purchased and traded significant amounts of stock for utilities

that own the Zimser plant. .In light of the potential financial
consequences from an aggressive audit and quality verification plan,
Bechtel forfeited its objectivity for a job at Zizmer when it purchased
Dillon Read in 1881. 3 L .. ¥

_ The research also is significant with respect to the NRC's
own financial independence criteria. - A literal reading of the Commis-
sion's independence criteria reveals that conflicts due to ownership or
control of significant amounts of stock only apply to individuals, .
"not corporaticns, As the Bechtel case indicates, the omisision creates -
a gaping loophole that could taint any third party review. '

C. SUPPLEMENTAL COMMENTS

A. Competence

At the January 5 meeting you were unimpressed that Bechtel .
had to lay off over 1,000 employees at the Eidland site for a
quality assurance breakdewn -- less than three weeks after the
Zimmer shutdown. Similarly, you were not impressed that Consumers
Power Corpany previously had sued Bechtel for "gross negligence”
in constructing the Palisades plant in Michigan, or that Bechtel
settled the suit instead of contesting it. Reports of falsified
QA records and intizidation of quality control inspectors during o
Bechtel's construction of the Alaska pipeline did not faze you.
Instead; you explained that "if you take a critical look at the _
perforzance of almost anybody in the nuclear industry, you can
find there are jobs that have been done very well and there are
jobs that have nct been done so well.” (Transcript, at 126.)

GAP strongly believes that this evaluation standard i{s .

. irresponsidble. The third party chosen to evaluate the Zizzer QA

breakdown will have an enmor=ous responsibility. Fundamental
breakdowns in Bechtel's QA programs cannot be brushed aside
merely because. all organizeticns have problexs. That is precisely
why a nuclear construction firz should not be selected to evaluate
construction &t another nuclear plant, and why CGEL should be
required to prove that any alternative choice has an unsurpassed .
record for quality of its audits and other quality assurance/quality
control work. Even if there is a five out of six chance that Zimmer
is one of the jobs that Bechtel does "very well,” <that is no better
odds than playing Russian Roulette with public safety.

8. Intolerance of Dissent

. After the history of retaliation, intiridation and vindicatien
of whistleblowers et Zimmer, it is essential that any third party

.
.
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has legitimacy with those wvho have challesnged QA viclations.

This would not be pos

sible with Bechtel. As stated at the January

5 meeting, if the gag order in Bechtel's standard exployment contract
the problens at the p ant would have

. had been eniorced &t Ziomer,

gone undetected..

Second, the gag order reveals Bechtel's institutional intoler-

ance of dissent. 1In
industry, any employe
_will risk professiona

1ight of Bechtel's dominance within the nuclear
e who works cooperatively with the third party
1 guicide within the industry.

¥YPP pelieves that the Bechtel nonination should be rejected
due to a lack of independence, €inancial and functional conflicts

of interest, an insul
track record and a hd
ere not moyed by thes
¥ithhold judgoent unt

tingly deficient audit plan, an erratic
gstory of internal represeion. Even if you
e deficiencies, we urge you &t least to
£1 the allegations of pisleading or false

statements are resolyed.

G

P

~ Sincerely,
.\//z f ; ¥y,
Thomas Devine
Legal Director
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MEMORANDLY, FOR: Region 111 Files
FROM: Stephen K. lLevis, Regional Counsel, Region III

SUBJECT: NOVEMBER 17, 1982 MEETING OF REGION 111 WITH CINCINNATI
GAS & ELECTRIC AND EECHTEL REGARDING CLI-82-33, "ORDER TO
SHOW CAUSE AND ORDER IMMEIDIATELY SUSPENDING CONSTRUCTION"

Following the Commission's Nevezber 12, 1962 c:der suspending safety-relsted
construction &t thz Zicmer plant &nd cdirecting Cincinnsti Gas & Electric
Company (CGSE) to undertske cerzain ecticns prior 1o NRC considerstion of
resurption of sefery-relesied constiruction, meetings were held on Novesber 17,
1982 in Cincinneti between NAC Region 111 &nd CGSE &nd among Region I1I1, CG&E
end the Fechtel Ann Ardor Pever Division (AAPD). The purposes of the meetings
vere to explain the order &nc discuss CGiL's planning for implementation. The
Region met with CGSE elene in the morning &nd with CGAE and AAPD together in
the zfternoon. Participants in the morning meeting were:

CG&E

* William Dickhener, Presicent

v ELar)] Borgzenn, Vice Presicent ) .. n
William Yeoran, Generaz) Counsel

Mark Wetterhahn, Outside Counsel

NRC, Region II1

James Keppler, Regionel Administrator

Rebert Wernick, Director, Office of Specizl Ceses :
Dorvin Hunter, Section Leader, Zimmer Section, Office of Speciel Cases
Stephen Lewis, Regional Counsel

Joining the zbove perticipanis for the &fternoon meeting were:

Howard Wahl, Vice President &nd General Mzneger, AAPD
Bill Henry, Vice President end Deputy Cenerazl Manager, AAPD
George Jones, proposed Project Menzger for APPD wvork st Zimmer

Mr. Keppler opened the ceeting with a2 ciscussion of the considerations
vhich led to the issvance ¢f :he Commissicn order. He noted that the
Comcission ané staff were pe-.iculerly concerned gbout rework growing
out of the Quality Cenfircsztion Program {(QIP) being undertaken prior to
cczpletien of &1) of the relcvent QCP Tasks.

ATTACKMENT 24

F3pLpbd 264




-

Mr. Dickhcner cescribed sters inét 'ad deen undertexen by COSZ, beth defcre
end sfter the crder, witl res;est o Zipmer construction. Me stated that
e-sonnel £z the size hed bDeen fusiter cut beck, and that there were now
sproxizately 700 pecple et the site, of vhom 200 vere crafrtspersons. The
7 is, hovever, centinuing. Xe 2Zvised that the CGAE Board of Directors
vecu.é be ceezing on Novecber 18, 1982. He complained that CGGE has not
elveys been provided copies of allegstions sent by GAP to the NRC.

f\r:'ﬂ

NEC participants stated that (GSE would have to receive the Regional
Aizinistrator's approvel of the independent entity selected to conduct the
review of CGSE's zanzgement of the Zirrer project (Paragraph IV.B(1) of the
order). CGSE advised NRC that prior 1o the order jt had already arranged
for AAPD to cecnduct & review of CGAL's mznzgement of the project eand that
AAPD had commenced iis review. NRC edvised CGSE that we would not prevent
AAPD from continuing with this review, but that CGAE wes proceeding at its
own risk until the Regicnal Administrator hes épproved the selection of
AAPD. Thit zpproval determinstion would be bazsed upon a written submission
fros CG&E to the Regicnsl Administretor setting forth: (1) AAPD's cap-
ebilizies to perform the canagement review, (2) whether AAPD (and Bechtel,
generally) has the necessary independence of CGSE (e.g., whether Bechtel has
perferzed vork, &nd if so of vhet type, for CGSE), and (3) the neture of the
review that AAPD would undertake under Paragraph IV.B(1). -

Perzgraph IV.B(2) of the orcder vas ciscussed. NRC emphasized that the guelity
verificetion plan could be submitted only &fter the Regional Administretor had

‘ezproved the CGSE recorcencetions regerding cunsgement of the Zimzer project

(Paragreph IV.B(1)(b)). NRC clarified that we would expect CGEE to use an -~ -
outside entity (e.g., AAPD) in prepering the rlan for verificetion of plant
quality. That ocutside entity should be free to conclude that the QCP is
insufficient to verify the quelity of constrvction of the plant. CG&E
indicsted that it was their present inteniion :o use the services of AAPD in
the preparstion of the comprehensive gquality verification plen (and in the .
construction management of the facility). The staff stated that the order did
no: preclude the use of the szme ocurside party to perform the canggesent review
and to 2ssist in the preparation of the quality verificstion plan. CGSE elso ~. '
inquired wtether the order would preclude the use of AAPD es the entity per- __.
forping the evdit to verify the quality of comstruction (Paragraph IV.B(2)(e)).
The NRC stated tlat the order would not preclude the use of AAPD 2s the sulitor,
ingeouch 2s AAPD "did not perform the ectivities being audited.” .

The NARC 2zreed that the review under paragreph IV.B(1) was to be focused on

cenzrenent of the Zimmer project including its QA progrem and gquality verifi-
cetion progrem, and was not intenced to be & review of the content of the QCP.
The reviev of the content of the Q2F wés to be part of the preparstion of the

cecprehensive plan uncder Puragrezh iV.5(2)(s).
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The NRC ecdvised CGAE that the guslizy ver:fizziicn gudit under

®gragraph 1V.B(2)(e) wves not to be ceniused with the ;ndepcndent verif :czt*on
" dcsi;n edeguacy (:ypicelly conducted by reviewing.e "vertical slice” of the
plent), vhich would be required of CGAL 2t some later date prior to any
issusnce cf an operating ]iccnsc for the facility. .

Paragreph IV.B(3) of the order wes discussed. NRC stated that if CGSE
sought to have the order "relaxed" to permit the resumption of certain
safety-related construction asctivities, it would have to cdemonstrate to
the Regional Administrator that any work sought to be permitted: (1) is
not related to any quality verification concerns which have been raised
and (2) will include adequate controls.

The NRC steated that if CG&E should determine thet the facility will not be
eble to meet any applicable codes &nd standards, it should proceed promptly
1o propose to the NRC alternstive engineering bases for cemonstreting
ecceprebility. Any considerastion of deviations from the ASME Code would
have to invelve the cognizant Code Committees and the National Board of
Boiler &nd Pressure Vessel Inspectors.

Mr. Dickhoner requested that the NRC be prepared to act promptly on any
request CGSE might file for permission to proceed with identified
ccmstruction activities. Mr. Xeppler indiczted that NRC would give high
pricrity to any such request and would seek to act on it es prorptly es
possible.

CG&E asked for an ¢ar1y :eetzn; with Region 111 on the September 24, 1952
"Demend for Iaformat;on issued under 10 CFR §50.54(f) with respect to Hx&mi
Valley Power Project's Petition to Suspend Construction of the Zimmer Station,”
dated August 20, 1582. The purpose of the meeting would be to clarify the
"Demend." [The rejuested meeting was held on Novecber 22, 1982.]

CG&E asdvised the NAC that it will shortly send the NRC & letter advising of
certein activities vhich it believes are not proscribed by the order and
esking for the Regicnal id=i istrator's concurrence that CGAE may continue
with those activities. [A letter was sent on \oveaber 18, 1982 and & revised
letzter on Nevexber 22 1982.3

- 5 e

In the afternocen, AAPD joined CG&E and .he NRC for discussions. The focus of
the meeting was on the following areas:

1. CGSE should be sensitive to NRC's concerns with AAPD's performance st
Midlzand and should reflect in the document submitted with respect to
approval uf AAPD the capasbilities of AAPD to assess effectively CGSE's
mana2gement. ,



.
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- A The NRC advised AATD tha:, if selected 1o concuct the review of CGAE
menagexent, it should feel free to discuss cetters wvith respect to this
review directly with NRC, without heving to go through CGaE.

3. The NRC ecphesized thet AAPD, if selected, should consult with the
Autherized Nuclear Inspector, the National Board of Boiler 2nd Pressure
Vessel Inspectors &nd other entities involved in essessing the adequacy
of construction of the Zimmer facility.

A~PD ecphasized to the NRC that it would strive for open comzunicetion among
itself, NRC, and CG&E. If AAPD is retained to essist CG&E in canzgement of
"econstruction of the facility, AAPD would normally expect to discuss its
findings with CG&E before bringing them to NRC's attention.

AAPD hopes to complete its initial essessment of CGSE's menzgement and to
ceke recomnendations to CGAE within three weeks. It is alreedy on site and
hes begun its review. '

¥r. Keppler stated that the NRC intends to hold meetings that would be
cpen to the public at eppropriste stages in the implementation of the order.

,L/@-‘j%,( N. Eus
Stephén H. Lewis

. Regional Ccunsel
]
'
cc: W. Dircks, EDD
H. Denton, NRR
R. DeYoung, IE
G. Cunningham, ELD
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THE CINCINNATI GAS & ELECTRIC COMPANY o

CINCINNATL.ONIO 435201

w. M. DICKHONER Nouenhor 75.. 1982

iy FRINCIPAL STACF
U. S. Nuclear Regulatory Commission vea | Ly
Region III e G N 1= )
799 Roosevelt Road 2RA L ri_x"-un4a,é;a
Glen Ellyn, Illinois 60137 ki 2P | ) v
LEFAOSL 1Ty )
Attention: Mr. J. G. Keppler DESTP | I zuh
Regional Administrator L :
oL FILE | %7 .
RE: Wm. H. Zimmer Nuclear Power Station Unit 1 /lei‘l~
Order to Show Cause and Order Immediately -
Suspending Construction, Docket No. 50-338, "i
conbtrmction Permit No. CPPR-88, W.0. 57300, 7~ f~ie—
Job E-5358%0
Gentlemen: °

This letter responds to Section IV.B. (1) (a) of the Order
to Show Cause and Order Immediately Suspending Censtruction (CLI-B2-33)
in the captioned proceeding which reguires that the independent cergani-
zatién conducting the review of the CGiE management cf the Zimmer
project be acceptable to the NRC Regional Administrator. Prior to the
issuance of that Order by the NRC, it had become apparent to us that -
arriving at s»lutions to the various problems on the Zimmer project
had been a much slower and complicated process than we anticipated even
after the IAL and NOV were issued and that a fresh approach was necessary.
Accordingly, we had concluded that some additional project mznagement
and problem-solving expertise should be brought to bear upon the Zimmer

project.

' Several outstanding and experienced architect-engineering
£irms were .contacted for providing these services. One management
consulting firm who has significant experience in the nuclear field was
also considered. One of the architect-engineering firms was eliminated
from ser-ous consideration because of its not being sufficiently indepen-
dent from the Company, utilizing criteria similar to those set forth by
the NRC in its letter of February 1, 1982, to Congressman Ottinger. We
solicited proposals from the other three £irms for providing the type
of expertise needed to assess the status of the project and then to
complete it in full compliance with all applicable reguirements. These
proposals were analyzed by us and a determination made that the Bechtel
Power Corporation was best qualified to meet the needs xf the Zimmer

project.
In my letter of November 10, 1982, to the five Commissioners,
I set forth a proposed program for improving our construction and gquality
assurance programs, utilizing the Bechtel Power Corporation as a manage~
ment ,quality assurance and construction consultant.

4212270434

Nov 298 SR



U: S. Nuclear Regulatory Commission
Attention: Mr. J. G. Keppler

Page 2

November 26, 1982

On November 12, 1982, the subject Order to Show Cause and
Order Immediately Suspending Construction was issucd, which set forth
a program for the Company to follow in order to resume safety-related
construction activity at Zimmer. That program parzllels the program
set forth in my letter of November 10, 1982, and we believe that the
selection process utilized in selecting Bechtel for our proposed
program is also valid for selecting the independent organization to
address the requirements of IV.B.(l) and (2) of the NRC Order of
November 12, 1982.

Based on our review of the proposals submitted to us and
on the experience and qualifications of the companies involved, we
have determined that Bechtel fully meets all NRC regquirements while at
the same time is best qualified to meet our needs at Zimmer. The
management consultant was eliminated from consideration because techni-
cal expertise as well as management ability is needed in these final
stages of completion. Each of the companies we interviewed had out-
standing credentials in specific areas, but the Bechtel Power Corporation
had outstanding credentials in all reviewed areas of expertise needed
for the successful completion of Zimmer and had a pool of individuals
having expertise in a number of areas who could be drawn upon as neces-
sary, as well as having complete independence from our organization.

Enclosed for your review is a proposal from the Bechtel
Power Corporation dated November 23, 1582, which sets forth the manner
in which it meets the reguirements of IV B (1) and (2) of the
November 12, 1982 Order. We believe that a review of Appendix B of the
proposal attests to the guality and experience cf the team that Bechtel
brings to the Zimmer project. Appendix D demonstrates that Bechtel
completely meets the independence reguirements of a consultant as set
forth in Chairman Palladino's response to Congressman Ottinger dated

February 1, 1982.

1 don't need to dwell cn Bechtel's nuclear experience, which
is a2 matter of record, but I would call your attention to Appendix C
which reviews the Bechtel guality program. Bechtel admittedly has had
some problems with Region III on‘the Midland Project, but we believe that
the summary of guality program enhancements set forth in Appendix B will
indicate to you, as it does to us, that the present Bechtel program would

preclude similar problems at Zimmer.

In summary, we believe that the Bechtel Power Corporation
is the best gualified consultant to solve the unique problems at Zimmer

T
.
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U. S. Nuclear Regulatory Commission
Attention: Mr. J. G. Keppler
Page 2

November 26, 1982

and to fulfill the reguirements set forth in Sections IV.B. - (1) and
IV.B. (2) of the NRC Order to the Company, dated November 12, 1982.
We hereby reguest your approval of Bechtel Power Corporation as the
independent reviewer to fulfill the reguirements of the Order.

Yours very truly
THE CINCINNATI GAS & ELECTRIC COMPANY

By
W. H. Dickhoner

Enclosure

.






82 D:0-3 A0:50

—], UNITED STATES OF AMERICA
7T AXUCLEAR REGULATORY COMMISSION

FILE | 1) gl
Se-c-t the Nuclear Reculatory Commission

In the Matter of

The Cincinnati Gas & Electric.
Company, et al.

Docket No. 50-358

Construction Permit:
No. CPPR-BE8

(Wm. E. Zimmer Nuclear Power
Station)

B Nl N N N " —

APPLICANTS' ANSWER TO SEOW CAUSZ ORDER
AND ORDER IMMEDIATELY SUSPENDING CONSTRUCTION

On November 12, 1582, the Nuclear Regulatcry Ccmmissicn
("NRC" or "Commissicn") issued "An Order To Show Cause And
Order Immediately Suspenéing Coenstruction” - ("Order To Show
Cause"”) in the captioned prdceeding. The Order to SQPH
Cause reviewed matters relating to the construction of the
Wo. E. Zimmer Nuclear Power Station ("Zirmer Station”) which
formed the basis for the NRC's action.

In additicon to immediately halting safety-relat;d
constructicon activities, including rework of identifiad
deficient construction, Secticn IV of the Order To Show
Cause regquired that a number of specific steps be taken
prior to authorizaticn by the Regional Administrator fer
resunmption o©f the halted work. These included an
inéependent review of the management of the Zimmer project,

the submittal of an updated comprehensive plan to verify the

IR E3128% s i
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quality of consﬁructicn and the submission of a
cemprehensive plan for the continuation of construction.

Section V of th.e Order to Show Cause described the
alternatives for responding to the Commission's a;tion. By
this answer, Applicants state that, as provided for in 10
C.¥.R. §2.202(d), they are Eonsenting to the reguirements
proposed in Secticn IV of the Order To 'Show Cause,
recognizing that, upon such consent, the terms of Secticn
IV.B becocme effective. Thus, Applic&nts specifically state
that they are not requesting a hearing an the Order to Show.
Cause. Applicants have already taken the first stéé towards
compliance with the requirements of Secticn IV.B of the
Ozxder To Show Cause. On Ncvember 26, 1982, Applicants
submitted documentation to the Regicnal Administrator in
support of their selection of Bechtel Power Corporztion to
act as the independent reviewer of the :ﬁnagement of tgﬁ i
project.

While Applicants are now firmly committed to carrzy ocut
the requirements of the Ccmmission's November 12, 1582 Orzder
and to take all other steps necessary to complete the
construction of the Zimmer Station in a quality manner,
nothing herein should be taken as an admission that any of
the factﬁal assertions or conclusions in the Order to Show
Cause is true. Thus, Applicants do not agree that there has
been a "widespread breakdown in CG&E's manacement of the
Zimmer project . . . * (page 1) or that "CGiE paid a civil

penalty of $200,000 for the failure ¢to implement an
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acceptable guality assuranée program . . ." (page 2).
8 Applicants also note their concurrence with the dissenting
views of Commissioner Roberts, whose analysis of the
r

situation parallels to a significant extent their own.
Thus, actions which the Company had already tzken to improve i
the guality assurance program pricr to issuance of the Order
tc Show Cause and matters which have been brought to light ‘
by the impleﬁentation of these efforts are seeningly cited
by the Commission as a basis for its action, thereby
penalizing the Applicants, in effect, for such corrective
actions. The mere determinaticn that deficiencies have been
identified by the Applicants during the conduct of their
Quality Confirmation Program and other quality reviews and
reported to the NRi: purswant to 10 C.F.R. §50.35(e) were
therefore inappropriately used to support the NRC's action.

Whether earlier implementation of a better guality
assurance program woulé have cbviated the need fcor reporting
such deficiencies.is truly .irrelevant. The fact that such
deficiencies a:e‘being reported shows the willingness of the
Company to comply with NRC regulations and to publicly
identify their findings. Such identified deficiencies will
be corrected through the mechanisms provided by the quality
assurance program and, of course, their resclution will be
reported to the NRC.

It should also'be acted that a number of the listed
items on pages 4 through € of the Order To Show Cause were

not reported pursuant to 10 C.F.R. §50.55(e), but, in an
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abundance of caution, were identified <+¢o the NRC as

potentiallv reportable. Certain of these turned ou:t to not

be reportable under that Commission reculation. Of the 21
items con those pages, S havé been found to be 'ré;crzable.'
2 were ultimately determined to be "non-reportable” by the
Applicants, and 14 are still presently categorized as only
"potentially reportable."”

Similarly, the Zact that tpe_ confirmation program
reviews have identified 4200 non-cénformances shows that
gquality programs are wérking, not that theée is =any
continuing breakdown in the gquality assurance progran.
Again, many of the remaining matters discussed in Section
III have been identified by the Applicants and, in all
cases, the Applicants are working towards a sclutien
acceptable to the NRC. |

Fu:th&r:c:é, even if such matters warrant an order to
show cause, theré is little therein to support an immediate
halt in construction. There is absclutely no hazard to
public health and safety from ccntinued constructicn of the
plant, particularly given the demcnstrated effectiveness of
the Quality Contrel Program and Quality Assurance Progran.
Applicants believe that this action in stopping construction -
without-any showing of an immediate threat to the public
health and safety has set an unfortunate prececent which has
the potential for causing unintended results. in many areas

within the Cormission's field of regulaticn.
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Nevertheless, inasmuch as the NRC's acticn of
irmeciately halting construction is such as to not leave
Applicants an adequate alternative and 2pplicants, desire £b
move forward towards completion of the Staticn,.Applicants
have consented to the action required by Section IV.B. As
pointed.out by Commissioner Roberts, a reguest for a hearing
by the Applicants is really not viable in terms of sc?gdule
or expense. Applicants would expect thét their assent to
this Order will permit them to ccncentrafe on completion of
the Staiicn and would not a2t scme time in thg future be
cited as justification for reconvening an evidentiary
proceeding on this matter. |

Conclusion

Applicants consent to the provisions preposed in

Secticn IV of the Order To Show Cause.
Respectfully submitted,
CONNER & WETTEREAEN, P.C.

Mol T4 Wattordebha / pie

Mark J. W
Counsel £

hahn
plicants

December 7, 15882
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UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

In the Matter of

The Cincinnati Gas & Electric

Company, et al.

(Wm. E. Zimmer Nuclear Power

tation)

R e -

Docket No. 50-358

CERTIFICATE OF SERVICE

» I hereby certify that copies of "Applicants' Answer %o

Show Cause Order and
Construction,” dated December 7, 1982, in the captioned
matter, have been served upcn the

Order Immediately

the United States mail this 7th éay of December, 1982:

Alan S. Rosenthal, Chairman

Atomic Safety and Licensing
Appeal Board

U.S. Nuclear Regulatory
Commission

Washington, D.C. 2055S

tephen F. Eilperin
tomic Safety and
Licensing Appeal EBoard
U.S. Nuclear Regulatory
Cormission
Washingten, D.C. 20555

Eoward A. Wilber

Atomic Safety and
Licensing Appeal Boaréd

U.S. Nuclear Regulatory
Commission

Washingten, D.C. 20585

Judge John E. Frye, III

Chairman, Atomic Safety and
Licensing Board

U.S. Nuclear Regulatory
Cormissica

Washington, D.C. 20555

o ————— . —— - ——

Dr. Frank F. Eooper

Chairman cf Resource
Ececlogy Program

Scheoel of Natural
Resources

University of Michigan -

Ann Arber, MI 48104

Dr. M. Stanley Livingston

Administrative Judge
1005 Calle Large
Sante Fe, NM 87501

Chairman, Atcmic Safety
and Licensing Appeal
Becard Panel

U.S. Nuclear Regulatery
Commission

Washington, D.C. 20555

Chairman, Atcnic Safety
and Licensing Boaréd
Panel

7.5. Nuclear Regulatory
Cormission

Washington, D.C. 20535

Suspending

following by deposit in
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Charles A. Barth, Isgq.

Counsel for the NRC Staff

Office of the Zxecutive
Legal Director

U.S. Nuclear Regulatory
Commission

Washington, D.C. 20555

Deborah Faber Webb, Esg.
7967 Alexandria Pike
Alexandria, Rentucky 41001

Andrew B. Denniscn, Esg.
Attormey at law

200 Main Street
Batavia, Ohio 45103

Lynne Bernabei, Esq.

Government Accountability
Project/1IPS

1901 Q Street, N.W.

Washingten, D.C. 20009

John D. Woliver, Esgq.

Clermont County
Comxunity Council

Box 181

Batavia, Ohio 45103

rian Cassicy, Esgqg.
Regiocnal Counsel
Federal Emercency
Managenment Agency
Regicn I
John W. McCormick POCE
Besten, MA 02108

cc: Rebert F. Warnick
Director, Enforcement
and Investigaticn
NRC Region III
788 Roosevelt Road
Glean Ellym, Illinois

David K. Mar<tin, Esgq.
Assistant Attorney General
Acting Director

Divisieon of

Environmental Law
Office of Attorney General
209 St. Clair Stteet
Frankfort, Kentucky 40601

George E. Pattiscn, Esc.
Prosecuting Attorney of
Clermont County, Ohie
462 Main Street :
Batavia, Ohic 45103

William J. Moran, Esg.

Vice President and
General Counsel

The Cincinnati Gas & °
Electric Company-

P.0. Box 960 '

Cincinnati, Ohio 45201

Docketing and Service
Branch O0ffice of the
Secretary U.S. Nuclear
Regulatory
Cormissicn '
wWashington, D.C. 205535

Stephen E. Lewis, Esgq.

U.S. Nuclear Regulatery
Commission

Regicn 1II

785 Roosevelt Road

Glen Ellym, Illincis 60137

FAdh Lol

4 Robert M. Racer
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