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I represent Kaiser Engineers, Incorporated with regard to
matters relating to the Zimmer Power Station near Cincinnati, Ohio,
and specifically with regard to the Notice of Violation issued by
the Nuclear Regulatory Commission to Cincinnati Gas & Electric

Company in November 1981.

In the course of that representation, we reviewed Region -
I1I's investigation report No. 50-358/81-13.

on February 25, 1981,

(p.

11), and on June 4,

Attachment A to that
Report reflects that Floyd Oltz, a Kaiser employee, was interviewed

1981,

(pp.

3-5), and

that at least the latter interview was tape-recorded and a transcript

produced.

nor was any statement by Mr. Oltz.

However, the transcript was not attached to the Report,

We, accordingly, requested from Region III a copy of the

transcript of the June 4 interview, which was provided to us.

We

subsequently asked to be allowed to listen to the tape from which
the transcript was prepared, and Mr. Robert Warnick of Region III

agreed to make it available.

However, he said it was in the custody

of your office, and when we reached Mr. Puglia of your staff he
suggested that we put our request in writing to you.
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We would like to listen to the tape of the June 4 interview
of Mr. Oltz to verify the accuracy of the transcript we have
received. We would also like to listen to any other tape recordings
of interviews of Mr. Oltz or other Kaiser personnel during the course
of that investigation. If it is more convenient, we can come to
your office for this purpose, or we would borrow the tape and listen
to it at our office if that if agreeable. Please call me at the
above number, or my partner P-trick Hickey at 822-1103, and let us
know a time when we could do tuis.

Thank you for your cooperation.

Sincerely),
}

!

Gerald Charnoff
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January 5 1983

“LMORANDUIY FOR: L, Bickwit, General Cou.sel

-
~

FROM: Jares J. Curminos, Director ~¥3V, o *¢cay
Office of Inspector and Auditor iy,
SUBJECT: RESPONSE TO CONGRESSMAMN UDALL'S DECEMBER 7, 1982, LETTEPR

In response to Conaressman Udall's December 7, 1982 letter, I bring to vour
attention the followina: '

The Office of Inspector and Auditor's (OIA) investication into the
Appleaate allecations - "Adequacv of IE Investigation 50-358/80-09 at
the Villiam H. Zirmer Nuclear Power Station (OIA file 81-18)" - was
opened in Decerber 1980 and a final report issued Auaust 7, 1981, The
scope of this investigation, as defined by the Chairman in a December 15,
1980, rmemorandun to me, was quite specific. OIA was to determine whether
the Office of Inspection and Enforcement (IE) staff had conducted an
adeauate investigation of Applecate’s alleaations {ermphasis added). At
the same time IE was directed to investigate certain new safetv issues
raised by Appleoate (see Attachment A - Ahearne memorandum to Cumninas

dated December 15, 1980),

In early Auaust 1981 - almost a vear and 2 half aao - OIA concluded that
the overall If investication of Applegate's allecations was
unsatisfactorv. Tne basis for that finding was, among other thinas, that:

- the investication failed to determine the correct status and historv
of several welds;

- the overall investigative effort was neither vigorous nor
sufficiently broad in scope;

- the finding of "non substantiated" with regard to the alleaation
that defective welds in safety-related systems had been accepted is
not consistent with the facts,

These findings are clear and unambiguous and, by any standard, the
language is hardly that which would be used if OIA's objectives were to
put either the NRC or CGAE in a favorable light,

As a result of OIA's Pugust 1981 report and subsequent correspondence
hetween OIA and the EDO, hoth the Cormission and Conaressnan Udall's
office were alerted to the potential problem$ regarding the Zirnmer
Nuclear Power Station. To now say that the exclusion of the Harpster
interview from OIA's report contributed to the delay in public
recognition of the true status of the Zirmer project is Just rot
supported by the facts and is in ny view a lane excuse now being of fered

i g 10 ajvert attention avay Trom (hose Wiio failpd 10 recogniyze and take |
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action on a probleﬁ that was Eiearly identified some year and a half aao
- by OIA (emphasis added).

In this reaard ! would like to provide vou with the followina quote from
a July 23, 1981, letter to Chairman Hendrie from Edwin Harper, Deputy
Director, OMB, discussino efforts to eliminate fraud and waste from
Government: “One point, which I particularlv want to call to vour
attention, is the result of a studv done bv one of our most experienced
Inspectors General. He found that virtuallv every majior public scandal
over a period of several vears had been preceded bv an audit report that
was available to management some six months prior to oublic exposes of
the oroblem. The basic point of this letter is to encourage vou to stav
in touch with the activities of vour 'Insoector General'.”

In connection with OIA's Applegate investigation Terry Harpster, a former
Reaion 111 IE Inspector, was interviewed by OIA Investigators

David Gamble and John Sinclair on March 6, 1981, About July or Auoust
1981 1 reviewed Farpster's interview in detail for the first time and
decided that it was not relevant to the Applegate investigation but was
relevant to another OIA investigation - "Zirmer Plant - /1legation re
Deficient Construction (OIA file 81-39)" which had been cpened in Mav
1981. This latter case dealt with much broader issues and was to address
potential criminal issues which were being uncovered as 2 result of an
ongoing 1€ investigation at the Zirmer plant. Accordingly, 1 directed
that the Harpster interview not be made a part of the 81-18 report and
that a copy of the Harpster interview be placed in the 81-39 file and be
made a part of any report iscued in that case. I have acain reviewed
Harpster's March 6, 1981, interview and believe that mv July/Auaust
decision was correct as the interview is void of any information which is
related to the question of whether the IE staff had conducted an adequate
investigation of Applegate's al]egatinns (see Attachment B - Harpster
interview dated March 6, 1981). Additional information on this subject
is contained in my June 24, 1982, memorandum to Bert Davis, a copy of
which was furnished to both the Commission and Dr. Mvers in June 1982
(see Attachment C),

‘ On its own initiative OIA brought potential criminal issues involvin
construction of the Zimmer plant to the Department of Justice's (Dﬂdg
attention in May 1981 - almost two years ago. This too is hardly the
action which would be taken by an office that was interested in placing
the Zirmer project in a more favorable light or trying to delay public
recognition of the alleged wrongdoing at the Zirmer <ite.

NRC is currently in Federal Court litigatina Mr. Applegate's suit against
the agency relative to his FOIA request. Until the court adjudicates
this matter it would obviously not be in the Government's interest to
discuss any aspect of this natter publicly.

Finally, given the onesidedness of the Udall Yettér and the publicity which
Conaressran Udall's of fice saw fit to afford the letter before getting a
response fron NRC, 1 can only conclude that the whole exercise was designed
not te deternine the true facts but to make a media splash. It is absurd that

DIA_is _now beino charoed by Coraressnan Udall with covering up the Zirmer
natter uﬂ%ﬁﬂin fact it Jas 0IA"s iniftial independent reporting of the Zirodr
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- situation - over a year and a half ago - which was the forerunner to
disclosing the problems associated with the Zirmer plant.
Attachments:
As stated above.
cc: Chairman Palladino
Comissioner Gilinsky
Cormissioner Ahearne
Cormissioner Roberts
Cormissioner Asselstine
N. Chopke
- =
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December 15, 1980 C;-l'_/'/ [ ) /

MEMORANDUM FOR: James J, Cummings, fDirector, OIA
FROM: John F. Ahearne

AL

SUBJECT: THOMAS W. APPLEG/ATB ALLEGATIONS

I request that OIA conduct an investigation into whether the

Office of Inspectiun and Enforcement conducted an adeqguate inves-
tigation of the allegations presented to it by Thomas W. Applegate
regarding activities at the William H. Zimmer Nuclear Power Station.
The 1&E findings are set forth in I&E Report No. 50-358/80/9 (July 2,
1980).

I also wish to advise you that I&E has commenced an investigation
of the safety issues raised at pages 13 and 14 of the pleading
which the Government Accountability Project of the Institute for
Policies Studies recently filed with the Merit Systems Protection
Board.

ce: Victor Stello, IE R

ATTACIDENT A
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Interviev of Tcrrv harpster

Terry Harpster, Reactor Preoperations Specialist, IE, on detail as a
Special Investigator to the Subconnittee on Energy, Environment, and
Natural Resources, Government Operations Com=ittee, U.S. House of
kepresentatives, wvas {ntervieved on March 6, 1981, by Investigatore

David Canble and John Sinclair, OIA.

Region 111 of NRC from 1974 through 1979. Re

Rarpster said he vorked in
port inspector {nitfally for all plants in

said he vas a technical sup

Region 111, He later becane a project marager for partfcular plants:

first for DC Cook Unit 2, then Honticello, then both Zirmer and Monticelle

at the same time. Harpster said he beg .n his fnspection activities at
Zimmer in October 1977 as a preoperations start-up inspector. He said

he vas assigned to this position until he left Region 11l in September
1579; however, he had no real {nvolvenent with Zicaer after the Three

Mile Island (IMI) accident in March 1979. Rarpster said that a pre-
operations inspector picks up a plant vhen construction is far enough
along, i.e., about 60 percent coapleted, to review certain prograns;

e.5., the quality control progran for preoperational vork. TFHarpster

caild that Tos Vandel was his counterpart as the lead construction inspector.
Vandel had inspected Zimwmer prior to Rarpster's arrival but there vas &
period of overlap when they both wrked there. Rarpster said John Menning
vorked with him as a preoperations inspector vho he vas training.

Rarpster said that Menning "took one look" and left the KRC because the
prograz wvas so bad. He related that one of Menning's reasons for leaving
vas that he saw how little support the inspectors got on the job.

Harpster understood that Menning left to attend the University of Arizona

vhere he {s wvorking on his Ph.D. in vetallurgy.

Harpster said that vhen he picked uvp Zimmer the licensee (Cincinnati Cas

and Electric Company) had little appreciation for the &ount of resources

needed for the plant., He said they barely met ANSI Standard 18.1 vhich - B
is the criteria for staffing. Harpster explained that even this standard

{s & loose one vhich has since been upgraded. Harpster said that one of

his jobs wvas to show the plant management wvhat vas required to get the

plant off the ground. fle catid that hie inspections docucented a nunber

of prodlens at Ziuner. Rarpster said that, for exanple, the cnployee

who was being placed in charge of the start up opeiation oaly had about

three ronths of actval experience in the plant. He explained that the

licensee counted as nuclear experience the amount of tine operations

enmployees vere ensite during the construction of 2irmwer. Another exanple

vas his fnpression that the plant personnel felt that, once the parts

vere Yought for the plant, they d1d not necd any support from thelir

corporate of fices. He also believed that many plant personnel felt a

nuelear plant vas sinflar to the operation of a fossil fuel plant,

Rarpster szid that he tried to resolve some of these prollens inforvally;
tncluding going up throuvgh the lleensee ranagesent ehain to Vice President |
Farl Borgnann, but vith no Juck. ' .

ATTACHGENT B
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Rarpster said he was successful in getting a meeting set up in Bethesdz
to discuss apparent weaknesses with licensee's organization and staffing.
He said this meeting was held on July 13, 1978, only after he “screaned”
at licensing officials in Bethesda, particularly Irv Peltier who vas

then project manager in KRR responsible for issuing the safetry evaluvation
report (SER). HRarpster said that he presented his concoerns at that
meeting and the utility agreed to upgrade their progras. Re recalled
that the specific response was to ' vy" an engineer from General Electric
te assist thenm.

Karpster said that the overall probles was that NRC's licensing proces”
vas rolling much faster than he could “ratchet" improvements at the
plant end., Harpster said that NRC's requirements were & "foke." He
cafid that KRR was about to issue the SER and they set up a reeting of
the Advisory Committee on Reactor Safeguards (ACRS) to vhich he vas not

invited.

Earpster said he went up the Regionm 111 management chain and presenteé
his concerns. He said he attended the ACRS peeting anyway. He recalled
that vhen licensee officials were questioned by ACRS Chairman Bender,
they said several things that vere not true. Rarpster noted that not
only did he feel they were notl true, but Menning also believed they were
not true. Harpster said he presented this conflict to his boss, Fober
vhen he returned to the regional office. He said that he and Menning
later talked with one of the licensee officials who had testified to the
ACRS (Jim Schott who was the plant manager of Zimmer). During their
conversation, Harpster had Warnick read Schott's testinony to Schott
over the phone. He said that Schott then agreed that the testimony did
not convey the correct impression. Although Schott assured Harpster and
Menning that he would clarify this at the next ACRS meeting, he did not.
Harpster believed that Schott's subsequent testimony even aggravated his

earlier statements,

Rarpster said he briefed his nanagement on this matter. He recalled
that his Regional Director, Jewmes Keppler, sent a letter to the ACRS
{nforming them of the situation. Harpster understood that this letter
vas later fowarded to the Atoaic Safety and Licensing Board (ASLB).

Harpster erplained that, after the ACRS meeting, he also informed Peltier
(in Menning's presence) of his concerns. Re said that Peltier later
clat.cd that he did not recall Rarpster's expressing his concerns to

him. Harpster explained that Peltder {s a "pro-nuclear” "pro-1icensing”
c-ployee, He alse explained that during a start-up of a nuclear plant,
KPR 18 on a very tight schedule; the 1E {nspector is often vicwed by NRR
a8 an sdversary when he uncovers deficiencies vhich NRR has alrcady

"blessed,” .

Peltier told Harpster that he hedinforned the licensee sbout an IE
{nvestigation undervay on the subject of the licensee's testinmony before
the ACRS, Peltier also inforied Narpster that Charles arth (2ttorney vith
the Office of the Erecutive legal Director) had called Janes Yore (Chairran
of the !SLB Panel) and told Yore to throw away Feppler's lester describing
the ¢iscrepancies, Farpster jointed cut that these latter twvo ratters

vere the subject of a recent {nvestigation by OIA, HMarpster szid in
e v te vae a situaticn vhere the systen brove down: KRR

t Warnick,

"



Rarpster said that Borgmann vas ‘also putting the heat on hin by, for
example, sending a letter to Keppler. FKarpster also understood that the
Chairman of the licensee sent a letter to President Carter and others.
Harpster said that it vas about this time that the ™1 accident occurred.
He said he was assigned to TM1 and he has not been back to Zimmer since.
Rarpster said that, vhen he left, Zimnmer still had problems. A principal
one vas that, as a practical matter, there wvas no QA program for operations.
He said that all Zimmer had was one person gssigned to this function and
that person could not possibly do a'l that the job required.

Rarpster said that realistically the IE sodular inspection program does
not deal with the things you have to focus on early in a plant's 1ife.
Fe said that an inspector must deal with the problems he knows are
important and then dea) with other problems in addition. Harpster salé
that he had to deal with the construction people somewhat at Zimper., He
caid that the licensee had mininal involvement with the construction at
Zinmer: everything vas controlled by its contractor. Re said that this
is a problem because, after the plant is built and the contractor leaves,
the licensee would not have any expertise to handle the plant. He said
that for example there was no one on the licensee's corporate staff for
reactor instrunentation and coutrol systems. Rarpster felt that this
licensee vas "in over its head."

-

Rarpster said that people often bring matters to an {nspector's attention.
Re said that an inspector can deal wvith some of these matters, but there
are some which he canno.. harpster said that sometimes so many things

are wrong that a plant {s out of control. Karpstier concluded that "Zimner
vas out of control." Harpster explained that a licensee's ability to

get roney for the construction of 2 nuclear power plant (by, €.B-» the

cale of bonds) is based upon the percentage of corpletion of the plant.

He said that this results in a sitvation vhere the construction personnel
attempt to turn things over as completed before they are ready. Harpster
caid that vhat then happens {g that the licensee staff is not properly
prepared or trained to handle them. Re said vhen the licensee finds

things that are wrong, they cannot fix or test them properly. What they .- -
must do is give the problens back to construction to be remedied,

Farpster said this {s indicative of a construction QC program tnat does

not work, He said this {s a sitvation vhich an NRC preoperations {nspector
tries to head off. He said that one exanple of this vas that the licensee
had not ordered any spare parts. According to Harpster the time required
to obtain additional or replacenent equipment is so long it causes &

rajor problem 10 1icercees trying to resupply or obtain Lack-up equipnent.

Herpster said that sonetinmes plant panagenent pute so much pressure on
their personnel that the personnel cannot get things done. Be sald that
these personnel then sosetines use LKRC inspectors to accoaplish the sane
things: they feed inspeclors {nfornation so 1t appears that the inspector
found the deficiency rzther than the plant personnel. Herpster said

that, frez vhat he could see, 1t appeered that the construction progran
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.had gefects and he wvas about 1o {nherit them. Marpsier explained that
he vas not direztly faniliar with the construction activities but he sav
the resuits - including the QA problems. Harpster said that Inspector
Fred Maura has documented much of these problems from the operations

side.

Rarpster said that both the site construction manager, Mr. Gear (phonetic)
and the site QA panager Mr. Schweirs were friends of Vice President borgmann.
FRarpster believed that Schweirs was assigned by the licensee to keep the
plant manager (Schott) under control, HRarpster sald Scherirs even

called the regional office to try to pet some of the IE inspection
reports changed. HKarpster said Schweirs also asked hiz to send 1
inspection reports to him (Schveirs) so he could decide vhich matters

would be sent on to Schott.

Barpster said part of the probles vas that NRC does not have explicit
regnlations to inspect against. He said that the preoperations inspector
is faced with the task of trying to get control of the site and helping
the licensee to solve its problems. He said that the inspector only docu~
ments a small percentage of this "helping vork.” Harpster said the
licensee had no people lavolved with preoperations and test acceptance.

Re said that everything vas bought under contract so the contracter wvas
able to do vhatever it vanted. HRerpster said the licensee then had no
one who knew how to handle the problems that were "built-in."

Harpster said he tried to get the plant managers out to take tours of
the plant, Fe said that one assistant plant ranager said he vas scared
to tour the plant because of the convicted felons working out there.
Harpster said that sometimes the licensee's own security force could not
handle disturbances and they had to call the local sheriff's office.
Harpster explained that there is sone drinking of alcohol on all muclear
construction sites. However, the licensee at Ziuner did not have nuch
control of things. WRarpster sald there were a lot of “tough guys"
wvorking at the plant and the situation got worse vhen they were drinking.

Barpster said that there are many allegations at any nuclear power
plant; however, usually only a certain nunber are truve, Harpster sald
that one could tell that there vere a large nunber of problems at Zinwer

because so nany allegations were coaing up.

Harpster said there vas a lot of pressure on individual 1E fnspectors
because of the momentun generated by the NRC 1icensing process, Marpster
sald that pressure is also created on construction personnel by the
contractor's weld production scheduvles, He erplained that the constructifon
panager has to have a certain nuaber of wvelds cospleted to Yeep the

piping tnetallation on schedule. He said that prodlens arfse vhen the
censtruction personnel are pushed. Harpster said that for a QC inspector
1o stop construction for any deficiencies, he swould have to hold up rany
phases of the construction of a $1 billion plant; so the QC incpectors

nornally do vhat they are told.



i 3 i

'D

'lr;itor gafd that nutlear pover plants eaploy personnel specifically
designated to serve as their Y4itson with KRC. He said that this is
helpful because it overcomes the problem IE inspectors face in trying te
find their way through the great amount of papervork at the plant.
Marpster said, however, this liaison person also “steers” the inspectors’
activities. HRarpster said that dealinf with this liaison persen does
allow the inspector to get through KRC's wodular inspection program very
vell, MWarpster noted that there is no real inte-na) audit of the NRC's
inspection program,

harpster descrided the “helping activities" that an IE preoperations
inspector engages in as a process of getting all the procedures ané
controls in place. He said that this activity constitutes only about twe
lines in the IE procedures, but it is the largest part of a preoperations
inspector's time,

Rarpster estimated that the interest cost alone in holding up construction
of a nuelear power plant for one day vould be several hundred thousand
dollars. We observed that, vith the increased pressure on NRC to license
power plants, he would expect even pore pressure to be placed on IE
{inspectors. He saild that pressures on the licensee personnel to make
exceptions to the acceptance criteria in the preoperations tests are
very real. He said it 1is diffieult for an IE inspector to tell vhether
the licensee's exceptions are based on valid engineering analyses. He
said that all inspectors cannot possibly be experts in all areas.
Harpster said the inspectors must rely on the licensee's people to

review the exceptions, FRarpster sald that this represents a flav in the
NPC's systes because the lieensce's revievers are under the same pressure
to approve exceptions, Marpster pointed out that the licensee, .ecause
1t i a utility company, cannol pass on the arortization costs to the
ratepayets until the plant reaches the point of completion, 1.e., the
stage of conmercial operations,




