U,S. MUCLEAR REGULATORY COMMI SSION

In the matter of Docket Nos, 0-329 OM,0L

C.P.Co, MMdl gnd Plant 50-330 OM,0L
Umits {1 and 2

BEFORE THE ATOMIC SAFETY AND LICENSING BOARD

g/4 /21 INTTRVINOR ANSWER
OPPOSING APPLICANTS MOTION TO DEFER CONSIDERATION
OF SEISMIC ISSUES UNTIL THE OPERATING LICENSE PROCEZDING

This seismic motion bagine with the statement that st the second
vrehearing conference ® the NRC Staff reneging on gn agreement oreviously
worked out with goplicant, proposed that the scope of this soil settlement
hearing be expanded to include selsmic {ssues,”

Whather or not the NRC Staff was rensging on an informal agreemert
is irrelevant, The scope of this so0i]l settlament oroceeding alreadv included
sel smic {ssues as set forth in my contentions ib,4c, and 4d; 4in the many
references tr geismc issues cortained in vart II of the December %, 1930
Order (9.5 questions, scceptance criteria, and unresclved safety issues
resarding remedi o] sctions); and in Mr, Linenburger's statement gt the 1ast
prehearing conference that ®"this board will absolutely mot ignore seiswic
in arriving st its decision gbout the gdequacy of provosed remedi gl sctions,”

For these reasons glone, it seems clear that the motion cannot ba
granted, But an exgrination of this motion and its suoporting arguments

18 important for many other reasons,
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1. EXMMINATION OF APPLICANTS ARGUMENTS AS PRESENTED

Having made irrelevant grguments gbout the St..'f position, the
lvﬁliemt sccuses the Btaff of a misreating of the Dairyland cases. The
Aoplicant points out that Midland 1s not gn operating resctor like Dgryland
and "thus for Midlgnd unlike Dairyland, deferral of congiderstion of seisuic
{ssues unti]l the O,L, procesding will not have any adverse effect on the
public heglth and safety,®o.4 Applicant draws the conclusion that Midlani's
sei smic deferrg) does mot pose g health gnd safety threat simnly becgause
it is mot an operating reasctor, In so doing, he concedes that g facility
that operstes without seiswic updates does represent s threat to public
health and safety, What he sctually is saying then is that because Midland
is not presently an operating regctor, it does not presently recresent a
threat to public health and safety,

doplicants second agrgument is that "defimitive safety findings can
be deferred in the NRC licensing process until opergtion is gctually
licensed. ™ Thev can if in so doing public health and safety is mot Jeopardized,
For sccording to the Atomic Energy Act "public safety (1s)a parsmount {issue
at everv stage in processing govlications for commerci gl use of muclesr
power, ™ (1)

Aoplicant further differentistes Midland from Dairyl and saying,
"because a design basis earthquake has been formally estgbli shed for the
Midland site, 5 chgnge in this design basis would be 5 'backfit' decision

which pursuant to 10 CFR $0-109would require that there be 5 finding that

(1) _C,P,Co, Midlgnd Plant Urdts 1 & 2, ALAB 315,1975, ».103



such ecticn will provide 'substantial edditional protection which is
required for the public heglth gnd safety or the common defense and
uéurlty' P. 5 Such o "beekfit'Minding seems Jdmost 4 given, For if gt
Deiry 1and the gdoption of the most recemt and conservative seimmic
standerd was deemed necessary for safety, then the updste of seimmic
standaras for Midland would be necessary for the sswe reasons,

Aoplicant concludes his arguments by declaring that *uncertainty
concerming possible beckfits required by 5 redefined SSE™ 4s a"fingned o)
risk"p, 6 and he makes mmerous legsl citations supporting the statement
that "the licenses glways builds ot 1ts own risk.® These statements,true
in themselves,do not mean that it 4s 4 Pinancial sk only, Here gnd in
James Cookt gttached affidavit,the Aoplicant infers thyt the seiemic

uncertsinly rpresents s financi gl risk_gs opposed to a health and safety

risk and does so in the ghsence of any suvporting arguments,

In reality the basis for esch of these arguments is the sgme

that neither public heslth and safety intrests, nor the NRC regul stions

intended to safeguard these intrests will be viol gted by the granting of

this motior to defer selsmic {ssues to the O.L.oroceeding, It 45 this

one basic argument that I intend to refute,

I1. EXAMINATION OF APPLICANT'S ARGUMENTS IN THEIR FULL IMPLICATIONS

There are certgin inconsistencies {f mot contradictions involved in

the st

atements in this motion which must be exguined, By the title of the
motion and the stytements therein,

Aoolicant says clearly he 1s willing to




defer prior NRC gpproval or agreement on fingl seiswic standards to proceed
at his own financial risk (the risk being whether or mot he will meet NiC
seismic standards in the end), But whether he intends to meet MRC standardc
o deferred is mot stated,

Avolicant is willing to give uo the "reduction inm risk® gsined from
preliminary seiswic design reconsiderstion with the NRC, becguse ®it means
lengthy delays in this proceeding and in the start up of the Midlgnd unmits, *
0.6,7. So stated, the Apulicant is willing to risk the ultimyte di savproval
of his actions becguss he cannot afford the concomitant dolqpignvn:ig‘rg-up
to be sure of his gotions, It must follow then,thet neither cen he offord
di saporoval in the emd, for that too would wwan delay to plant start up,

By his own gecount of fingncial inflexibility, he can't offord to
fall short of the fingl seiswic standards, yet he ® strongly urges this
board to defer until the O,L. proceeding the issus of whether the seisic
dasi gn basis established at the c,p, stage for the Midland plant ( by which
he seeks to proceed ) is sdequatelp,9. Aovlicant has incorporated what ne
deams %3 reasongble™ margin over FSAR sel smic criteria, but only to
remedi gl work,excluding the structures s"fected by such wrk,(p,?7 Thiruvengsdan
a"fidavit), Nevertheless he Dbelieves that ® 411 outstanding seismic
questions can be successfully resolved,*® p, 3,4

Ir Wltimate NRC seismic standards gre mot incorporated now,
they never can be,for the Aoplicant cah't afford correction to completed
structures at the O,L, stage any more than he can offord delay now, Then
the effect of this motionm becomes one mot merely of deferrgl of seismic
considerations but one of compromise to NRC selsmic standards, particularly

A7 compromise 1s the only way to save what by then will be 4 completed



$3 to $4 billion dollgr fecility,

In financial straits as &Afficult g8 these! and portrayed in James
Cook's atteched affidavit) it would sesm th,t Consumers Power Company
would have begun pushing the MRC to get some agreement on selmmic
standgrds in 1978 when they first "legrned that the NRC Staff hed any
concern sbout the magd tude of the design basis earthquake aporoved at the
c.p. stage.® p, 7 For Consumers has certainly not been reluctant to criticize
NRC slowness or resource allocation decisions in the past® when they
did not meet their own ends, .

Despite nmoromm:ttnpt.s to obtain sgdequate resclution of seismic
41ssues (in PSAR questions 31.2,.4,.7,.9; in S0-54f requests regarding
scceptance criteria for soil ssttlement remedi stion; and in many meetings
involving these issues since 1978), gcceptgble seiswic input parsmeters
sti1]l have not been established, The October 14, 1980 Tedesco letter
went 8o far at to sugzest two acceptgble seiswic gporosches to C.PR.Co,
But now, when progress was just beginting with the site-specific aporosch,
Consumers savs that this gnalysis 4s too late and too time consuming,
Furthermore, Consumers savs although they gre pursuing this site-specific
atproach wth the NRC, thev "have mot conceded that the desien basis
of the Midland plant aporoved gt the c.p, stage is inspprooriste, or
that the Michigen basimis not a separate tectomic province.” (p.4,

Thi ruvergadem affidavit)

1 believe that Apolicantt arguments 'as exgxined in their full

inplications' are very revesling if not self defesting. Yet more important

{1 ssues must be explored regarding the 'proceed st own risk' requestsin this motion,

® Selby letters of 12/10/80,1/16/81 toNRC 3 £/13/R0 & a/_zslao meetings C,P, -NRC



111. PROCEED AT OWN FINANCIAL RISK BECOMES A PUBLIC HEALTH & SAFPETY RISK

Iwil]l now return to my original intention Lo refute the Aoplicant's
basic argument that he should be gllowsd to defer seiswic constdarations
because this represents g fingncial risk to the Applicant as opposed to
a health and safety risk to the public, Applicant by this motion seeks
to proceed at his own financial risk in selsic matters just as he did
in soil settlement matters in 1978, I do not deny Applicantt clgims that
sllow ng the licenses to build ot its own fingncial risk is the estgbli shed
NRC policy, but I wdll hereby show how this eccepted practice is at variarce
with the ultimate and overriding responsibility of the NRC 4s mandated by
the Atomic Energy Act "™ that public safety is the first, last, and a
permgnent consideration in any decision on the issuance of a construction
permit or a license to operate a muclear facility.® (2)

Both construction permit and overators license decisions are involved
in this motion, The original c.p, decision is questioned becjause of
o emificant desi gn changes whih led to the Order Modifying Construction
Permits (according to 10 CFR 50-10.), and O.L. decisions are involved because
this 15 a consolidated procesding,

NRC prgctice allows 'proceed st own risk' arrangements, yet NRC
regul ations mandate preventiom of health and safety risks, 1 submit thet
this varadoxical situgtion agmounts to what 15 glmost gn impossible charge
to the NRC, Minancial considerstions effect safety, just as safety considerations
offect finances. The two canmot for all practical purposes be separated,

But 4f such separation is attempted as in the case of 'proceed st own ri sk’

(2) a8 315 p. 103



agresmants, the Wltimate risk of & sapprovyl undertgken by the applicant

at one point, cguwt 1ater be dermied, m matter m;t the consequences,

For ultimate compromi se negates the element of risk involved, and regulstion
gives way to license,

Yot wel ghing of prectical fingnci gl considerstions against safety
considerations becomes glmost ungwvoidgble g 4 rerult of these 'own risk’
policies, The costly and difficult consequences of such policies can be
11lustrated by the cuse in point of the Dlesel Gemerator Bullding (DGB)
at Midland, 1 will briefly review the history of this one aspect of the
s0il settlement matters to show how public heglth and safety is ot stgke
in any 'at own risk' grrangzement like the one sought in this motion,

The settlement of the D@ was first noted when the bullding was in
its imitia] stages in 1978, Since them its construction has proceeded
*at C,P.Cos, ownm risk' concurrent with {ts remedi stion. The gdoption of
the Preload Option gnd the resumption of work on the DG took place
within only a few months of its imtigl settlement & scovery, before
root causes hgd been thoroughly analyred, and before the full implications
of soil settlement problems and their effects were understood by either C,P,Co,
or the RRC ( the potential for liquefgction for exgwole ).

When asked by the NRC in 1979 to defend their choice of the Preload
Option over the Removal and Repl scement Option for 411 (INCFR S0-S4f q.2?1)
Consumers replied, (part &(5) )*Prelosding was the least costly feastble
alternative for corrective gotion, Also, construotiom of the structure
can continue while the surcharge load is being applied, Thus, this alternative

will mimimize the impact on the construction schedule,®



By taking the gotions that they did, when they did, C,P.Co, chose
not to thoroughly consi der the most conservative Removyl and Repl scement
Obuoa. But now as 4 result of thelr choiceto proceed, full ond fédr
conx deration of the removg] ond repl scement offill f’.. Nonnc'mpndnly
negated, Few individugds Wthin the BRC, or C,P,Co, I dare to say, wuld
frankly deny that statement,In fact WRC personme]l have themsalves expressed
concern over the reglities of these policies st Midland, (ses attachsd Chilk
mewo on possible ex-parte contget)

Yol the fect remgins that the D@ mow stands virtuglly complete,
despite serious questions regarding i1ts subsoils gui its settlement effects,
Removal and repl scement of its faulty fill 1s no longer 5 vigsble option for
C.P.Co, in 11 ght of financial statewents wede in this motion (Irordeally,
ths Removal and Repl gcement Option was rejected in 1978 on the basis of
cost,despite the fact that it gfforded the most conservative solution,
and now 1t appears that'removgl and repl acement' in 197° might have been
the most vigble Minanci gl option precisely becguse it was the most conservative, ‘)

Ful)l and fair evalustion of safety questions by the NMRC st the end
of “nwr riak' prnceedings becomes extremely difficult 4f mot impossible
wher. structures or gctions are completed, Yet that 15 precisely what the
Apolicant seeks once ggain in this seismic motion to proceed,

As a result of "ot own risk ' policies, NRC safety decisions are
elevated Lo 'make-us-or-bregk-us' financial decisions and held up as such
to the NRC gnd now to this very Atomic Safety and Licensing Board,as in

Jawes Cook's gttached of Mdavit to this motion,



The Applicant glmost challanges the MRC gnd the ASLB on their literal
interpretation of 'at own risk' agreswents, Cgn t.ho\lic carry through on
its {mplicit power to demand removal and repl scement of subsoils, or
sel svic update, orany other safety decision if 4t curries with it the
certgdn doom of the whole plant? The tremendous burden of such wed ghty and
unsgvory deci sions mgkes them almost iwpossible, and in looking for
wvays to help a utility out of such predicaments, public health and safety
i s compromi sed,

It must be remembered that C,P,Co, mot only ocould have been more
careful and less hurried about proceeding inm soil settlement matters,
they should have been more careful and less hurried in soil settlement
matters, for %4 construction permit carries with it no concomitant right
to opargte the completed facility., Rather, to obtgin gn operating license,
the (Atomic Bnergy) Act requires the utility to shoulder once agén
the burden of proving to the Commission (at a public hearing if mmed be)
that it has, inter glia, constructed the plant in conformity with its
aoolication, the Act, and the Commissions rules and regul ations, And even at
this late stage the Act permits the Commi ssion to withhold the license
for pood cause,

It was not happenstance that Congress structured Atomic Energy act
proceedures 4in this manner, Rather, it was intentionally done to make
certain that public safetly was a parsmount issue . gt every stage in

processing applications for commerci gl use of muclear power,* (3)

(3) a8 315 p.103

D



Therefore, when I gsk this Board, by denying this motion, to
begin to change what hgs bacoms goowpted ERC preotice of gllowing
"proceed at own risk' policies, I g not seeking to change the rules
of the geme as 1t wuy ot first ppear, What I do seek 43 the change of
what has become goowpted preotice, n order thyt the rules of the gme
are uphald,

Prooeed st own rigk policies force gll parties involved into an
unrealistic world of extremes, The NRC, ocomsmd tted *"to conduct independent
nalysis gnd regch independent conclusions om whether regsonghle assurance
of plant safety eaxist(s)® (3) must wyke such independent sgfety decisions
totyally axide from fingneial ﬁditin that may spell certgn doom to the
dpplicant, The dpplicant is foroed to challgnge that ultimate guthority
4f in the end 1t 49 his only hope of saving Ms plant, So in response, I
too must challagnge the BIRC gnd this Bogrd on thelr ultimgte guthority,

Since the Apolicant has sald in effect "you can't make your
decisions gpart from these Mngncigl reglities’ , I s forced to say,
'you must mgke your decisions gpart frow these financial reslities.’

Al]l safety questions in this soil nttlnont,’rivrtl‘:gu sel sd o ones;
must be based on purely scientific o techmicgl grounds, rather than
based even in part on practical fingntial considergticns,

I ask you to presume,for instance,that the DG were still in its

initigl stages, as when its settlement wes first discovered inm 1978,

(&) MRC STAFF'S ANSWER TO INTERROGATORIES FILED BY C,P,00,; %-329 OM-OL,
0.3 OM-OL; In the matter of Mdlgnd Plgnt, Umits 1 & 2; Interrogatory
Answer 1, p.2,) referring to S,R.P, sections 2. 54 and 2.5.5; F 5,25,1981
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Knowing what 15 known now, gnd for the gregtest part could have besn known
prior to its remedi stion,wuld the safety relted decisgons for the D@
be any easier! Even more {importantly wuld the decisions themsalves be
sny different under these circumstances’ These rhetoricyl questions are
relevant to the present motion, For this 1s o motion that compells the
glemic udgtes elther pow or never, just as the removyl and repl scement
of faulty fill was & now or never decigon in 1978,

The salient quastion must fingly be gsked, Who 18 really taking
the risk in 4 "procesd gt your own risk' grrangement? The answer is the
public *first, last, and glways'. For whether spegking of financiyl costs
or safety costs, it 41s not the Applicant who bears tne ultimate risk,

It is we the public who will pay the price for the Midland muclesr plant,

This motion ognnot be granted v thout seriously endangering the
health and safety of 5 public totally dependent not only on the basic
tenants of the MRC regul ations, but glso on the gotuyl practices and
policies a8 oarried out by the WRC,

For this reason, s thorough and complete anglysis of ultimgte seiamic
standards must occur mow, as an integral part of remediyl soil settlement
fixes and the structures affected by them, If such anglysis entgils delay
to this soil settlement proceeding, then that is unfortungte, but not
nearly so unfortunate as the implications of not doing such an snalysis,
For nuclear safety transgressions pose®st least as serious a threst to
public health and gafety® as the Federyl Safety #cts in wich *Congress (has)
deemed the safety considerstions st stake more important than any fingnci gl
detriment to the party involved,* (5)

Respectfully Subwdtted,

(5) a3 315, p 109
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Cilwin wa. dulal

December 29, 1880
OFFICE OF THE
COMILISSIONER

MEMO TO: Samuel 4. Chilk
Secretary

FROM: Thomas R. Gibbal //’
Legal Assistakt
to Commissioner Bradford

SUBJECT: POSSIBLE EX PARTE CONTACT IN MIDLAND PROCEFDING, DOCKET L4
50-3290M AND ¢ 50-3300M

On July 30. 198C, I had extensive discussions with James 6. Keppler,
Director of Recion 111, and other Region II1 personnel On general NRC
enforcement issues. During the course of these genera) discussions, we
touched briefly upon the Midland case. 1| have recently reviewed my
notes of these conversations and have now realized that the Midland
conversation could be considered an ex parte contact. Accordingly, 1

réquest tnat pursuant to 10 CFR 2.780, you Serve a copy ot this memo and
the attached summary of discussion upon all the parties in the Midland
Proceeding and also place these documents in the PDR. With regard to
the summary of the discussion, Mr. Keppler notes that while there arc

some technical 1naccuracies. the substance of the discussion is portrayed
correctly.

Attachment:
As stated

CC: James 6. Keppier

Keppler 21sso Stated that the Commissioners neeced to express

in one form or anocther the Philoscphy that once something is founa
wWreng at the construction site, constructicn will Stop in thet -
&rea until the iter we&s resolved. BHe Save the example of rMicdland
where I4E found th 1 0 141@i ad settleg

Program of
the site. BEe
2lly w - is area. 1Ip response
the NRC issuped thet this shoule
ed or work woul Pped in 30, days. The company
feguested a hearing ana, therefore, Stayed the order. Midland
is continuing work today which will make fesclution of the
Settlement problem Puch more difficult. Keppler said that the
Staff had not Yet made up their minds ©n whether the fix Proposed
by Midlang is acCeptable., Therefore, the Preject continues te
be built and the Problenm gets worse. Ee vanted the work Stopped

-~ ‘e, - "e »

L1 =32 Problem is solved, " IR ==
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Spocificacion C-21) Rev 10, paragraph 5.11 states in part, "The
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Geheral Offices: 1945 West Parnall Raad, Jackson, M| 49201 » (517) 788.0453

December 10, 1980

Harold R Denton, Director

Office of Nuclear Reactor Regulation
US Nuclear Regulatory Commission
Washington, DC 20555

This letter is in response to the June 13 and August 25, 1980, meetings
between CP Co and NRC management concerning timely resumption of formal
docket review of the Midland Plant. As noted in the NRC minutes of these
meetings issued September 16, 1980, there is reasonable agreement between
the CP Co scheduled fuel load dates of 7/83 and 12/83 for Unit 2 and Unit
1, respectively, and the corresponding NRC Caseload Forecast Panel
projections of 10/83 and 4/84. However, I note with some dismay the
statement in the meeting minutes that the staff's still to be announced
licensing schedule "may rot necessarily coincide with the construction
completion date." If this should occur, it would create severe adverse
consequences for Consumers Power and would be a direct reversal of the
NRC's stated objectives of completing the licensing process coincident with
the completion of the construction process. Recognizing the staff's
resource constraints, it is imperative that we take steps now to allow
timely resumption and efficient completion of Midland docket review.

At our August meeting, you made certain suggestions on how we might assist
in moving the Midland Licensing process forward. We have pursued these
1@eas and others and the balance of this letter 1s a status report on these
activities.

In the Post-TMI time frame most nuclear plant projects have been reassessed
and the majority have already determined significant impacts on completion
dates based on current requirements. Consumers Power Company was among the
first to publicly recognize the current realities and has taken significant
steps to focus all the Company's technical and financial resources towards
the expeditious completion of the plant. The reorganization of the Midland
Project in early 1980 was but one facet of this effort. Even prior to the
project reorganization the Consumers Power Midland Nuclear Safety Task
Force utilized a formal task description and recommendation process to
coordinate the resolution of major pre-TMI open items identified by the NRC
staff and to determine the Midland specific response to post=TMI issues and
events. These efforts were formally documented in Revision 30 to the
Midland FSAR submitted in October 1980. An updated Security Plan and
associated documents aloug with Revision 11 to the Midland Environmental
Report have also been submitted recently. In addition the revised Site
Emergency Plan is scheduled for submittal this month. In summary, the
application is ready for post-TMI review. .
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We continue to monitor the evolution of requirements for more explicit
documentation of compliance with regulations. In particular we have
undertaken a review to assure that Midland positions on the General Design
Criteria and applicable Division 1 Regulatory Guides are sufficient to meet
our understanding of the staff's needs, and we stand ready to expand this
effort as specific requirements are established. As mentioned above, we
have presented Midland positions on pre-TMI open iiems and post-TMI issues
and events in Revision 30. We have also undertaken a probabilistic risk
assessment of the Midland Plant to support overall safety decision making
and, where appropriate, to assist in the justification of acceptable
alternative approaches to NRC staff interpretive documents.

In conjunction with the above efforts and in view of your stated
willingness to provide NRC staff participation in final design review
meetings on critical issues, we will contact our NRC Project Manager to
arrange with the staff for such participation on a trial basis. Such
meetings are a logical conclusion to ongoing design review meetings and
provide an opportunity to review critical design aspects and compliance
with applicable design, availability, safety, and licensing requirements.
These meetings will now have the added benefit of NRC participation with a
resulting increase in the NRC staff's understanding of critical design
issues. Meeting minutes are utilized to document major points of
discussion and action items. Action items are resolved within the context
of our existing design change control program. Our staffs should work to
establish the protocol for NRC participation. In order to assure proper
utilization of our limited resources, we should personally monitor the
progress of this effort to ensure that it is achieving the desired results.

We continue to believe that a relatively higher review priority is
justified for Midland based on the realism of our current scope and
schedule, the OL application docket date of 11/77 and approximately 16
months of NRC staff review prior to TMI, and the unique cogeneration aspect
of the facility. We encourage more NRC staff participation in appropriate
forums for the review of the Midland docket. We also encourage the use of
NRC contractors if lack of staff resources leads to projection of an OL
issuance date which is not consistent with construction completion dates.
In particular, based on what we believe is a reasonable projected licensing
schedule (See Enclosure 2 of the staff's September 16, 1980 meeting
minutes), an SER issuance date in 1981 seems essential to be consistent
with the schedule analysis of both our organizations.

In conclusion, the effort outlined above hopefully conveys Consumers Power
Company's commitment to facilitate resumption of the Midland docke: review.
Cooperation in these efforts is essential to timely completion of the NRC
staff review. I would appreciate receiving your comments on our proposal
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and would also like the opportunity to meet with you periodically to review
the progress of our licensing review. In the meantime we will pursue this
lpgroach in detail with your staff.

CC JDSelby
RJCook, Resident Inspector
GSKeeley
MMiller, IL&B
TJSullivan
FPCowan, Hearing Board Member
GLinenberger, Hearing Board Member
CBechhoefer, Hearing Board Chairman
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UNITED STATES
NUCLEAR REGULATORY COMMISSION

OFFICE OF PUBLIC AFFAIRS, REGION 1l
799 Roosevelt Road, Glen Ellyn, lilinois 60137

NEWS ANNOUNCEMENT: 81-2
Contact: Jan Strasma
312/932-2674

NRC STAFF PROPOSES $38,000 FINE AGAINST CONSUMERS POWER COMPANY FOR
ALLEGED QUALITY ASSURANCE VIOLATIONS AT MIDLAND CONSTRUCTION SITE

The Nuclear Regulatory Commission's Office of Inspection and Enforce-
ment has proposed a $38,000 fine against Consumers Power Company for
alleged violations of NRC regulations in the installation of safety-
related ventilation systems at the Midland Nuclear Power Station, under
construction at Midland, Michigan.

The alleged violations were identified during an investigation in
March through July 1980 at the Midland construction site after allegations
of deficiencies were received by the NRC from several individuals. The
allegations concerned work being performed by the Zack Company, the
heating, ventilating and air conditioning contractor at the Midland site.

The MNRC investigation identified major deficicncics ia both the
Consumers Power Company and Zack quality assivrance programs for the Zack
Company's fabrication and installation work.

All safety-related work by the Zack Company was stopped by Consumers
Power Company on March 21, 1980 as a result of the initial NRC investi-
gation findings and the utility's own quality assurance program findings.
The NRC issued a letter confirming that work was stopped and would not
resume without NRC authorization. Work was permitted to resume on
August 14, 1980.

During the period when work was stopped, there was extensive
revicion to the Zack and Consumers Power quality assurance programs for
the ventilation system work, as well as development of a program to
identify and correct any deficiencies in work already fabricated and
installed.

NRC inspectors reviewed the corrective action before permitting the
Zack work to resume. The NRC inspection program will continue to
monitor the Zack work closely.

The NRC investigation team -- composed of seven inspectors and
investigators -- identified alleged viclations of 10 of the NRC's 18
quality assurance criteria, with multiple examples of some violations.

The alleged violations include:

-- inadequate material procurement practices

-- use of materials without adequate quality certification

- components were fabricated without required design documents

-- inadequate documentation and material identification to assure

that proper materials were being used

-- use of different welding procedures than specified

.= inadequate welding material control procedures

-- completed welds not identified by the welder's identifying

stamp

-More-



81-2 - e

- two welders issued the same identification stamp

-- material not meeting specifications was not properly identified
to prevent its use

- inadequate quality assurance inspection procedures

- quality control inspection repor-s (nonconformance reports) not
promptly resolved

== quality deficiencies not identified in inspections of materials
when received

- inadequate quality control records

- a Zack quality assurance audit was performed by an employee
responsible for the work being audited rather than by an independent
Zack employee

Consumers Power Company has until February 2, 1981 to pay the fine or
protest it. If the fine is protested and subsequently imposed formally by
the NRC, the utility may request a hearing.

it
January 7, 1981
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