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Modifying Licerce (EA 91-067) was issued on September 19,
1990, to determine the amount and extent of licensed
material under the tein Process Building and whether any
Ticensed mater al had migrated beyond the restricted area.

While NRC rev ow of the two contaminatfon events had not
yet concluded, by November 5, 1990, it had progressed to

the point where the staff was concerned with certain
aspects of the Licensee's safety and environmental programs,
Consequently, a Demand for Information (EA 90-158) was
issued to require the Licensee to (1) describe an independent
interim oversight program it would be willing to put in
place while management deficiencies and weaknesses in the
permanent organization were being remedied, and (2) provide
@ plan for an independent, written appraisal of site and
cerporate organizations. On January 14, 1991, the staff
spproved the general outline for the management appraisal.
The staff is still reviewing several remaining issues in the
Cemand for Information and the Licensee's response to the
management assessment,

As 2@ result of the 0l investigation (see 01 Report
4-50-012) and several inspections, the staff is proposing
the enclosed enforcement action. The enforcement action
involves an Order Modifying License (effective irmediately)
to (1) remove Ms. Carolyn L. Couch, Manager, Environmental,
from supervicory or managerial responsibilities over NRC-
regulated activities for a period of time, and require
supervision of her involvement in NRC-regulated activities
by an individual not named in the Demand for Infurmation,
and require the licensee to provide information why the
Ticensee should not be modified to prohibit Ms. Couch from
serving in any capacity involving the performance of any
NRC—regu\ated activities, and (2? prohibit restart of the
plant from its upcoming annual shutdown (scheduled for
September 23 through October €, 1991) until SFC develops
and obtains NRC approval of a plan and schedule that would
review the adequacy of the Health & Safety, and Environmenta)
Programs.

In addition to the Order, a Demand for Information requires
the Licensee to demonstrate why the license should not be
modified to (1) prohibit Messrs. Mestepey, Lacey, and
Simeroth from serving in any capacity involving the per-
formance or supervision of any NRC-regulated activities,

and (2) to require 30 days prior notice to the NRC of
reinvolvement of Mr, Nichols by SFC in any capacity in NRC-
regulated activities., Mr. Mestepey is Senior Vice President
of SFC, Mr, Lacey is Vice President for Regulatory Affairs,
and Mr. Simeroth is the Health Physics Supervisor, Mr. Nichols
is not currently employed by SFC, but was formerly Manager,
Health, Safety, and Environment,
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The specific bases for the enforcement action are

described in the encloused order and are -summarized as
follows. First, Ms. Couch intenticnally provided false
testimony to Ol investigators concerning her knowledge of
results of laboratory analyses of samples taken from the

SX excavation, and willfully withheld information material
to the NRC investigation. Secondly, NRC inspections from
the August 1990 AIT to the present have identified numerous
procedural inadequacies and failures of SFC personnel to
comply with SFC procedural and health and safety requirements,
deficiencies in training and instruction of personne)l for
work in restricted areas, and serious weaknesses in
contamination control practices,

The Demand for Information sets out in detail for each
individual, his or her responsibilities, knowledge of
relevant facts, and his or her failure teo act on that
knowledge to effectively discharge his or her responsi-
bilities and authorities to comply with NRC requirements,
Each individual knew of the possibility of uranium
contamination at the SX excavation and had seen visual
indications of that contamination early in the project,
while the staff cannot conclude that the individuale
addressed in the Demand deliberately failed to cor |
with NRC requirements, the staff believes that the

individuals acted with at least careless disregard, —
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The investigation also concluded that Messrs, Mestepey,
Lacey, Nichols, and Simeroth and Ms, Couch, with full

knowledge that elevated levels of uranium contamination
were discovered in the excavation site,w
failed to instruct the contract employee$ working in’ the

excavation site of the health protection problems
associated with exposure to radioactive materials and

:

the precautions or procedures .t
required by NRC regulatio
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lestepey, Lacey,
Simeroth acted with at least careless disregard. While

each was aware of the potential contamination problem
associated with excavation in the restricted area, each
failed to assure that the contractor personnel were informed.,
The staff concludes that those failures are more than mere
regligence because, as is demonstrated in the attached Order,
the evidence demonstrates a tota) lack of attention L0 known
responsibilities.

As to Ms. Couch, the staff cannot conclude that she acted
with careless disregard concerning the instruction of the
contract workers, due to the nature of her job. Although
she shared the same general knowledge of the contamination
as the other managers, and had acted on August 7, 1990, to
stop work in the excavation while an unidentified liguid
was being analyzed, her area of responsibility historically
had been limited to environmental work “gutside the fence"
and did not involve health physics or training., Additionally,
after learning of the contamination, she discussed the dis-
covery with the Senior Vice Pre 1990.
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Although the NRC would normally require an individual
involved in deliberate violations to be removed from all
NRC-re?ulated activities, in selected cases employees have
been allowed to continue in licensed activities. In those
cases, licensees have been required to provide additiona)
supervision to provide the requisite assurance for public
health and safety rather than ordering removal from all
licensed activities. Because Ms., Couch has demonstrated a
high level of technical competence over an extended period
of time with the office of NMSS K MEFEEE j 1~ '
o W RTS8 OE O B

%ﬁ e, the proposed order allows for her continued
involvement in licensed activities but with new licensee
oversight,

Recommendation: (1) The staff requests Commission approval of this proposed
i T L action no later than October 3, 1991 so that the enclosed
order can be issued, if possible, before restart from
the current 2 week outage. To support this, the staff
will schedule a Commissioner Assistant's briefing no
later than Monday, September 30, 1991,

(2) If the Commission cannot support the action of (1),
ebove, the Steff will modify the order to require
plant shutdown in an orderly manner upon issuance of
the order,

Coordination: The Office of Ceneral Counsel has no legal objection to

this propesal. The Office of Investigations concludes
that the facts used herein that are taken from the

investigation report are correct, and that the summari-
zation of the investigation conclusions are accurate.

= B

Note: This paper involves a pending enforcemert action and should
not te publicly disclosed.

N e : M
S dmes M, Tg}?or
Executive Director for Operations

Enclosures: Order Modifying License
and Demand for Information



SECY NOTE: 1In the absence of instructions to the contrary, SECY |
will notify the staff on Wednesday, O~tober 2, 1991,
that the Commission, by negative consent, assents to
the action proposed in this paper.
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! * UNITED STATES
, % NUCLEAR REGULATORY COMMISSION

Y. ML J' & WASHINGTON D C 20686

t, &

Docket No. 40-8027
License No, SUB-1010
EA 91-067

Sequoyah Fuels Corporation

ATTN: Reau Graves, Jr,
President

Post Office Box 610

Gore, Oklahoma 74435

Gentlemen:

SUBJECT: ORDER MODIFYING LICENSE (EFFECTIVE IMMEDIATELY) AND DEMAND FOR
INFORMATTON

The enclosed Order Modifying License (Effective Immediately) and Demand for
Information is being issued to the Sequoyah Fuels Corporation (SFC) to
address a number of significant safety violations and regulatory problems
1dentified at the facility by NRC inspections and investigations that have
been conducted since the August 1990 solvent extraction tank excavation., This
Order and Demand is based on the NRC's conclusions that certain SFC managers
failed to follow NRC requirements and the conditions of the NRC license, that
a certain SFC employee made false statements and withheld information from the
NRC, and that your Health § Safety and Environmenta) Programs are in need of
substantial improvement to assure the health and safety of the general public,
SFC employees, contractor personnel who work at the site, and protection of
the environment.,

This Order modifies SFC's license to remove Carolyn L. Couch from supervisory

or managerial responsibilities over NRC-regulated activities for a period of

one year from the date of the enclosed Order, effective immediately. Additionally,
if Ms, Couch remains involved in NRC-regulated activities, she is not to be
supervised by any of the individuals named in the Demand for Information. You

are also required to perform an in-depth review of the administrative contro)

and implementing procedures in your Health 8 Safety and Environmental Programs

by qualified personnel from cutside SFC approved by the NRC. A plan that provides
for an appropriate scope of the review and prioritization of items to be covered,
along with an implementing schedule, must be submitted to, and approved by, the
NRC pricr to your restart from the September 1991 plant shutdown.

while the NRC cannot conclude that other SFC managers provided false information,
there are serious questions as to whether the Senior Yice President, the Vice
President of Regulatory Affairs and the Health Physics Supervisor, who have not
assured that past licensed or safety responsibilities were carried out, can in

the future, adequately perform the organizational responsibilities and authorities,
especially those outlined in SFC's License. Therefore, you are required to

respend to the enclosed Demand for Information in accordance with the instruce
tions provided therein, This information is necessary to determine whether to
modify, suspend or revoke your NRC License, and whether to renew your License,

T T——
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Questions concerning this Order and Demand for Information should be addressed
to James Lieberman, Director, Office of Enforcement, who can be reached at
{301) 492-0741,

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

Sincerely,

Hugh L. Thompson, Jr.

Deputy Executive Director for

Nuclear Materials Safety, Safeguards
and Operations Support

Enclosure: As Stated
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UNITED STATES ]
NUCLEAR REGULATORY COMMISSION ]

In the Matter of )
) Docket No, 40-8027

SEQUOYAH FUELS CORPORATION ; License No, SUB-1010
Gore, Oklahoma EA 91-067

ORDER MODIFYING LICENSE

(EFFECTIVE IMMEDIATELY)

AND
DEMAND FOR 1t.ORMATION
I

Sequoyah Fuels Corporation (SFC or Licensee) is the holder of Source Material
License No. SUE-1010 issued by the Nuclear Regulatory Commission (KRC or
Commission) pursy” t to 10 CFR Part 40. The license authorizes possession and
use of source material in the production of uranium hexafluoride (UF6) and
depleted uranium tetraflucride (DUF4) in accordance with the terms and condi-
tions of the license. The license was due to expire on September 30, 1990, but
currently remains in effect based on a timely renewal application submitted by

the Licensee.

I1

| The NRC requires its licensees to adhere to the safety standards ‘that are
contained in its regulations and the conditions specified in the facility

- license, The Licensee described its management organization and the
responsibilities as:signed to key personnel in SFC's license renewal appli-
cation dated August 23, 1985, as supplemented. The NRC expects those Licensee
managers holding the key positions described in the application to ensure

compiiance with the regulations that are within their area of licensed
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responsibility so as to protect the health and safety of the genera) public, .
the Licensee's workers, any contractors that work at the facility, and the
environment, Furthermore, the NRC must be able to rely upon the integrity of
those Licensee managers in their conduct of licensed activities and their

provision of complete and accurate information to NRC.

At the time of the solvent extraction tank excavation, SFC described its manage-
ment organization and the responsibilities and authorities assigned to key

personnel in its license as follows:

R.  The Fresident, Sequoyah Fuels Corporation (Mr. Reay Graves), shall have
overall responsibility for the safe operation of the Sequoyah Facility,
kdditional responsibility has beer assigned to the Senior Vice President,
the Vice President, Business Developrent, the Controller, the Manager,
Regulatory Compliance and Quality Rssurance, and the Manager, Health,
Safety, and Environment for various functions as described in this
license. These individuals report directly to the President, Sequoyah

Fuels Corporation.

B. The Senior Vice President (Mr. James H. Mestepey) shall be rezponsible
for all nuclear manufacturing activities, whick includes operations,
maintenance, engineering, and the process laboratory. He specifically
oversees the operations, modifications, end process and equipment
criteria. He shall be responsible for safe and efficient plant operations,

He reviews all operating procedures, plant modifications and processes,

o T A -



equipment criteria and other general and administrative matters,
Mr, Mestepey reports to the President, SFC. (The orgenization chart shows

that Mr, Mestepey is also responsible for the Training Department.)

C. The Manager, Regulatory Compliance and Quality Assurance (Mr. Lee R.
Lacey), who reports to the President, SFC, is responsible for the develop-
ment and implementation of a Facility Quality Assurance Plan to assure
that a1l operations and safety-related activities are performed in accor-
dance with facility procedures. He is also responsible for maintaining
the company's NRC licenses and preparirg correspondence and reports submitted
to the NRC. He advises management on nuclear regulatory issues and provides
regulatory compliance oversight in environmental compliance and other
regulatory areas, (In September 1990, Mr, Lacey was promoted to Vice
f President, Regulatory Affairs, and now has additional responsibilities which
; include oversight of the health and safety programs, the environmental

compliance [protection] programs, and the environmental laboratory,)

! 0. The Manager, Health, Sefety, and Environment (formerly Mr. Michae) M, Nichols,
who resigned on April 19, 1991), who reports to the President, SFC, shall

be responsible for developing and implementing programs, procedures and
guidance in the functional areas of health physics, industrial hygiene,

industrial safety, physical sécurity, and environmenta) analyses. He

i e e e e T

shall be responsible for the effluent monitoring program, the respiratory
i‘ protection program, the bicassay program, the health and safety program,
the environmental laboratory, and the program for surveillance of all plant

activities related to these areas.
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£, The Manager, Environmental (Ms, Carolyn L. Couch), who reports to the
Manager, Health, Safety and Environment, shall be responsible for
developing and implementing programs and procedures to comply with all
environmental monitoriug requirements required by federal and state
agencies, This includes the meintenance of environmental records required

by SFC and by regulatory agencies.

Rnother key individual involved with the solvent extraction tank excavation,
but whose position is not described in the license, is the Health Physics
Supervisor/Rssistant Radiation Safety Officer (Mr. Kenneth G. Simeroth). He
reports to the Manager, Health, Safety, and Environment. During the August
1990 SX excavation activities his prime responsibility was oversight of the SX
excavation for Health & Safety (H&S) Department. A1l of the HA&S technicians
reported to him at the time. After September 1990 he was assigned special
programs in the HES department, and was no longer responsible for oversight of

HAS technicians,

Since August 1980, several events have occurred that demonstrate a failure

on the part of key SFC managers to ensure that NRC requirements were met in
their area of responsibility and indicate that a certain SFC manager failed to
provide complete and accurate information to the NRC during an inspection and
subsequent investigation. The first event involved the identification and
reporting to the NRC on August 22, 1990, of uranium contaminated soil and water
during excavation work near the solvent extraction building from approximately
August 1 through August 29, 1990. An Augmented Inspection Team {AIT) conducted
an unsite review of the event from August 27-29, 199C. The AIT found that
concerns involving uranium contaminated water in the excavation pit were

expressed by the Manager, Environmental to the Senior Vice President as early

P — —
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5
as August 7, 1990. The AIT also found that responsible personnel did not
become aware of the actual elevated sample results until August 17, 1990,
Another five days elapsed before this information was communicated to the NRC.
Test results for several water samples taken prior to August 8, 1990, that
showed elevated levels of uranium, had apparently been lost during this time
period, The Licensee was unable to determine the reason for the loss of the
sample results., The AIT concluded that the Licensee's staff did not demonstrate
the necessary sensitivity to the potential for uranium contamination, or
understand the urgency and potential significance of such a problem., A formal
investigation was initiated by the NRC on September 4, 1990, to determine

whether willful viclations of NRC regulations occurred.

*s @ result of the AIT's findings, in a letter dated August 30, 1990, the
Licensee committed to: (1) assure the integrity of the solvent extraction
building fleor, [2) characterize the quantity and location of licensed materia)
under the solvent extraction building, (3) identify potential migration path-
ways, and (4) control contaminated soil and water from the excavation. These
commitments were reviewed by an AIT follow-up inspection from September 10-13,
1950, That inspection determined that the Licensee's actions taken to satisfy
those commitments were appropriate. Therefore, on September 13, 1990, the NRC
verbally concurred on the restart of the solvent extraction process, and docu-
mented this concurrence in a letter dated September 14, 1990, The AIT followup
inspection also found that no evaluations were performed to assess the potential
for worker exposure prior to workers entering the excavation, and that the
radiological surveys performed were inadequate to meet 10 CFR 20.201(b) requirs-
ements. These findings, however, had no significant impact on the safe operation
of the facility and were evaluated for appropriate enforcement action when the

AIT followup inspection report was issued,
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SFC contracted with a consulting company to perform the independent assessment
of SFC's management, in sccordance with the Demand, and the assessment wat
transmitted to the KRC via a letter dated May 15, 1991. SFC:responded to the
management assessment on July 15, 1991, In its response SFC stated that "the
assessment gave the facility 2 positive bill of health in many respects,
provided numerous valuable insights into our operation, and contained many
useful recommendations for continual improvements." In many of the responses
to the recommendations, SFC did not provide an analysis of the recommendations,
but merely quoted the assessment, Additionally, neither the independent assess-
ment nor SFC's response included a discussion and analysis of the causes of the
deficiencies referenced in the Demand. SFC has agreed to implement most of
the recommendations contained in the assessment over the next 18 months. In
the meantime, the NRC is concerned that there continues to be observed

deficiencies and weaknesses in the licensee's safety program,

NRC investigation activities concluded on June 28, 1991. The investigation
concluded that certain Licensee managers failed to provide complete and
accurate information to the NRC, willfully failed to comply with NRC regulations

and made false statements during NRC inspection and investigation activities.

11

As a result of a series of events at the Sequoyah facility, a number of viola-
tions and weaknesses were identified that indicate ¢ significant management
breakdown has occurred. Beginning with the August 1990 SX excavation, it became
evident that significant communication weaknesses existed within the SFC
organization, key licensee managers did not fully understand licensed respon-

sibilities, and a complete failure occurred on the part of the Health & Safety
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organization to assure that adequate radiological controls were implemented,
KRC investigation activities related to the SX event identified a number of
willful violations of NRC requirements. Increased NRC inspection efforts have
identified indications that the Licensee continues to experience prollems with

control over activities involving licensed materials,

A, SX Excavation Activities

R —

To comply with EPA regulations for underground storage tanks, the Licensee
planned to excavate two underground tanks adjacent to the solvent extraction
(SX) building during the August 1990 annual plant shutdown, and encase them
in @ concrete vault. One of the tanks contained licensed material (uranium 7
bearing solvent) and was identified by the Licensee as being under NRC

Jurisdiction, Messers. Mestepey and Lacey and Ms. Couch stated that prior

to the August 1990 annual plant shutdown, the possibility of encountering

yraniym contamination around the tank excavation was discussed in staff

and other Operational Departmental meetings. A number of plant supervisors

and managers interviewed stated that *he reason that they believed that

contamination could be present was due to past process fluid seepage

through the SX building floor prior to its 1983/1984 repair. On August 1,

1590, the Licensee began excavating soil around the two underground tanks, :

The Hazardous Work Permit (MWP) covering the excavation required the
assignment of Health & Safety (H&S) technicians to previde extensive
hexane monitoring due to the expiosive pocential of the vapors trapped in
the ground. However, the HWP did not specify any contamination control
measures for the workers or require that radiation surveys be made; and
ne provisions existed to modify the HWP to account for new or changing

radiological conditions at the worksite.
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1990. DOuring this tour an NRC inspector received no reply when he casually
asked what was "in the water" in the excavation around the underground
tanks. In subsequent testimony, Mr. Mestepey stated that he had not heard
the questicn, However, both Ms. Couch and Mr. Simeroth stated that they
had heard the question. Ms, Couch first stated in a September 4, 1990
interview that she did not respond to the inspector's question because she
did not feel it was her responsibility since Mr, Mestepey was present, and
she felt that she would be chastised for speaking up. However, she later
testified on March 1, 1991, thai Mr, Mestepey was not in the immediate
group when the question was asked, and that she gave a flippant reply to
the inspector because in her view it was not a serious question and if the
inspector really wanted an answer, it would be addressed formally, She
2150 testified that she did not answer the qQuestion because Mr, Mestepey
was at the entrance meeting and was we?'l aware of the contamination in the
pit and the question was rot addressed specifically to her. Mr. Simeroth
stated that he did not respond because he felt it was Ms. Couch's
responsibility, He also stated that after the tour he discussed the
Guestion with Ms. Couch, they both agreed it had not been answered, and

Ms. Couch said she was waiting to see if the inspector would pursue it.
Further NRC investigation revealed that Ms. Couch met later with Mr. Lacey
to discuss the inspector's question. However, neither rontacted the

inspector to provide a response during the course of the inspection,

Mr. Mestepey stated in an interview that the presence of yellow water as a
"rule of thumb" indicates 1 gram per liter (g/1) of uranium contamination,
Other Licensee personnel, including Messers. Lacey and Nichols and

Ms. Couch, ackrowledged that yellow water at the site was considered

contaminated. Although Mr. Nichols testified that he did not see any
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“yellow water" during his almost daily site visits until August 22, 1990,
all of the contractor and other Licensee personne) interviewed (including
the HES supervisor, Mr, Simeroth, who ¢laims to have discussed the matter
with Mr. Nichols during the first week) indicated they observed the
presence of yellow water by approximately August 4, 1990. Mr. Lacey
testified that he had been at the excavation site several times during the

first week and had seen standing water in the pit,

Buth SFC and contractor employees involved in this project worked in close
proximity to this contaminated liquid, coming into contact with it on
numerous occasions. After the August 1, 1990 sample, taken during the
first day of the excavation, the next analysis results {for the August 4
sample, at 2.06 g/1) were available in the laboratory on Auyust 7. On
that same day, one day after the NRC inspector's question went unanswered,
Ms. Couch observed a black liguid (potential hydrocarbons that are not
releasable) in the pit and ordered the workers out. She also ordered that

the liguid be drummed. Work in the pit was resumed later that day.

In addition to the expecled ground water seepage, significant amounts of
water entered the excavation due to the heavy rainfall of August 11 and

12, 1990, On August 13, 1990, at the direction of Mr. Mestepey, about 3,000
gallons of accumulated water were pumped from the excavation to the north
ditch, This water was pumped onto the ground and allowed to follow the
natural terrain, contaminating the ground along the way. The north ditch
feeds the facility's combination stream, which is the normal monitored

plant effluent path. The next day, SFC resumed pumping water into barrels,

The results of the August 6 and 7 samples requested by Ms. Couch ranged

from 0.02 to 8.2 g-U/1. The result of the August 7 sample taken by
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Mr. Barrett, available that same day, was not expressed as g-U/1, but as
a percentage (1% uranium)., However, no action was taken to evaluate the
potential radiological hazards until the results were sent to the UF6 Area
Manager (Acting Manager, Cperations) on August 17, 1990, Even then, the
results were not forwarded to the H&S group until about August 22, 1990,
Ms. Couch told various inspectors in the Augmented Inspection Team (AIT)
during the week of August 27, 1990, that she had seen ar lugust 4, 1390
laboratory analysis showing 2,06 g/1 uranium and had informed Mr. Mestepey
of the contamination in the pit. During interviews with NRC investigators
on September 3 and 4, 1990, Ms, Couch stated that on August 7, 1990, she
nad taken two 5011 samples from around the tanks, and showed them to Messrs.
Nichols, Lacey, and Mestepey because the samples appeared contaminated
{yellow). In discussions with Mr. Mestepey on that day, she indicated that
the meterial on the excavation wall made it obvious that the water was
contaminated. Mowever, she made no mention to the NRC inspectors of
reviewing laboratory analysis of the liquid samples taken on August 6
and 7, 1990,

Ouring a fcllowup 'nterview on September §, 1990, and in sworn testimony
on September 12, 1990, Ms, CTouch stated that she had no specific knowledge
of the uranium contamination levels in the $X excavation water during her
August 7 discussion with Mr. Mestepey, She further stated that she was
not eware of the sample concentrations until August 22, 1990. During a
subsequent sworn interview on March 1, 1991, Ms. Couch stated she might

have seen the August 4, 1990, leboratory report,

However, during a subsequent Ol telephone interview on March 19, 1991,
{with SFC's attorney present) Ms. Couch then admitted that on August 7 or

8, 1990, she had seen an August 7, 1980, laboratory report (for the
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semple taken by Mr, Barrett) which indicated the presence of uranium |
contamination in SX excavation liquids. Decause the uranium leve] was
expressed in percentages, Ms. Couch claimed this laboratory report was
meaningless to her, and later admitted she never asked anyone what this
percentage would equate to in g-l/1. Ms, Couch said that even though she |
received this laboratory report shortly after the NRC inspector asked his
August 6, 1990, question, she did not inform the NRC inspectors of this
result because she thought the inspector's question was informal, She
also stated that she had a copy of the August 7 laboratory analysis taken
by Mr. Barrett with her during the March 1 and 19, 1991, OI interviews,

but forgot to bring it to the investigator's attention. j

NRC investigative inquiries revealed that several contractor employees
working in the SX excavation site did not receive the instructions required
by 10 CFR Part 19, The training that five contractor employees who worked
in the excavation received consisted of only viewing a short visitor orien-
tation video that appeared to be designed for visitors who were to tour the
facility or possibly work in areas that did not involve exposure to hazardous
materials. It did not provide adequate instructions about potential hazards
¢nd potential health effects from exposure to licensed materials in the
excavation pit. The NRC interviewed about 13 of the contractor employees.
Most of the contract workers interviewed stated that they did not know that
uranium was present in the SX excavation where they were working. One
individual indicated that he asked a H4S technician what was in the liquid
and was told that it contained a very small amount of uranium that was not
harmful, These contract workers informed the NRC, as verified by other

SFC employees, that liquids from the excavation were routinely in contact

with their skin, that these liquids burned their skin for a short period of
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time (burning sensation would not be due to uranium), and that they
complained to various SFC individuals. One individual stated that he was
sprayed in the face with contaminated 1iy;uid while pumping liquid out of
the pit on August 4, 1990, They further stated that they obtained some
boots and rubter gloves onl» through their own initiative. The excavation
site was roped off for industrial safety purposes, but not posted &5 a

radiation or contaminated area,

The air camples taken on August 3 and 4, 1990, were not adequate to detect
worrer exposure *0 airborne contamination from August 6-22, 1990 because
¢f changing conditions in the pit. Further, the Licensee failed *o
evaluate the need to obtain bicassay samples from contract workers [see
NRC Inspection Reports 40-8027/90-05 and 90-06, dated November 20, 19%0
and February 21, 1891). Although bioassay samples were obtained for

some SFC personnel, NRC interviews of SFC employees indicated that none of
them had experienced working conditions similar to the contractors who had
been assigned to work in the SX excavation (uranium-contaminated liquids
potentially in contact with the skin for several hours per day, for two to
four weeks), SFC failed to evaluate the need for bicassays and as a
consequence the contractors did not submit urine samples between August ]

and 22, 1990, and many did not submit any yrine samples.

NRC investigation and inspections found that SFC Health 8 Safety employees
failed to conduct adequate radicactive contamination surveys of articles
leaving the facility, The surveys conducted were deficient in that the
licensee monitored only for alpha activity, and not for beta/gamma,
Although SFC maintained that no equipment went off-site that exceeded

permissible release limits, on November 15, 1990, the NRC found articles
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Céused or threatened to cause property damage in excess of $2,000,
Specifically, the cost of decontamination activities (characterization and
remedigtion) to address contamination related to the SX.excavation clearly
exceeded $2,000. In its May 1, 1990, response to a similar reporting violae
tion that occurred fn March 1990, SFC had stated “SFC now has a much better
understanding of NRC notification requirements and recognizes that conserve
ative standards are to be applied in determining whether an event should be
reported.” Although Mr, Mestepey was present at the enforcement conference
where the violation was discussed, he failed to assure that the SX excava-

Lion event was promptly reported. (see NRC Inspection Report 40-8027/90-05),

Agditionally, none of SFC's managers took actions to stop work in the
Excavation once the contamination levels were known, and work was a)lowed
to progress to the extent of placing the concrete floor in the vault over
contaminated soil even sfter the issue was reported to the NRC (see NRC

Inspection Revort 40+8027/90-04 dated October 11, 19%0).

In response to NRC concerns during the AIT inspection of August 27-29, 19%0
(see NRC Inspection Report 40-B027/90-04), SFC drilled five boreholes with an
a1r auger to determine if contamination had spreay through the ground away
from the SX building. Mowever, it was not until February 1951, that an NRC
inspector identified that SFC had existing “SX sandwells" in utility trench
sand backfill zones that essentially dlready provided this information,

SFC personnel had sampled these "sendwells" since the late 1970s and the

deta clearly indicate that uranium contamination had migrated away from the

SX building.
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Information about the existence of the pre-1950 “sandwells" was sent to
Mr. Lacey on August 30, 1990, by memorandum from the Manager, Process
Laboratory in response to an internal SFC investigation of the SX excaves
tion jssues, HKr. Lecey in turn sent the information to Ms, Couch, However,
neither Mr, Lacey nor Ms, Couch informed NRC inspectors of the existence
of this data. In fact, NRC identified this information in February 199
only through its inspection efforts. At no time did SFC personne) advise
the NRC of this relevant data that clearly demonstrated the migration of
Ticensed materials away from the SX building over an extended period of
time. Furthermore, information about the $X sandwel1s was not in SFC's

decommissioning file (required by 10 CFR 40,36(f)).

Notification of Contamination Under the Main Process Building (MPB)

After the AIT was initiated, SFC agreed to perform severa) tasks prior to
the restart of the facility (reference the letter from Reau Graves,
President of SFC to Robert Martin, Regional Administrator, NRC Region IV,
dated August 30, 199C). An ALT followup Inspection occurred on

September 10-13, 1990, and NRC verbally concurred on restart of the
Sequoyah facility on September 13, 1990, A few hours after restart on
September 14, 1990, SFC informed NRC about a “well” in the denitration
area that penetrated the floor of the MPE to the ground teneath it, Since
the mid-1970s, SFC operators had routinely pumped uranium-contaminated
liquids from under the MPB using this well (see NRC Inspection Reports
40-8927/90-05, 90-06, and 90-07 dated November 20, 1990, February 21 and
March 1, 1991, respectively),
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NRC investigation determined that Mr, Lacey was informed about the “well*
(later called the "subfloor process monitor") by a former $FC manager on
or about August 31, 1990. Mr. Lacey subsequently discussed this
information with Mr. Mestepey sometime during the week of September 3,
1990, The presence of liquids under the MPB indicated the potential for
floor degradation and significant contamination, which were similar to the
NRC's concerns regarding the SX event, However, Mr. Lacey neither requested
that 3 sample of the liguid be taken and analyzed, nor that further inves-
tigation of the issue be undertaken unti) September 14, 1990, just prior
to informing NRC after the restart of the factlity. After the notification,

+FC managers did not promptly evaluate the contamination problem,

Since the Licensee could not assure the NRC that a1l migration pathways
Lo the unrestricted ares were known or that the ground water had not
been contaminated, the NRC issued an Order Modifying License (Order) on
September 19, 1990 (see the letter dated September 20, 1990, from

James M, Taylor of NRC to Reau Graves of SFC and attached Order dated
September 19, 1990), to require a plan that would quantify and locate the

contamination under the MPB.

NRC Demand For Information and Related Activities

In response to concerns resulting from the identification of contamination
in, around, and under the SX building and the MPB, SFC implemented an
Interim Compliance Oversight Team. This action was taken as a result of
NRC concerns involving the SX excavation issues. NRC issued a Demand for
Information (Demand) (letter from Hugh L. Thompson, Jr., of NRC to

Reau Graves, Jr., of SHC dated Novedber 5, 19%0) which requested, among
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NRC inspection efforts have identified numerous weaknesses and violations of
NRC requirements since the August 1990 SX contamination event in SFC's Health &
Safety and Environmental Protection Programs, In total, NRC concludes that
these weaknesses and deficiencies fndicate a significant failure of the manages~

ment control program at the Sequoyah facility,

Ao Overflow of the Solvent Rework Centrifuge

On September 15 and 16, 1990, an NRC inspector observed operations personne)
draining process 1iquids on the floor of the SX building (see NRC Inspection
Report 40-8027/90-05). These activities were contrary to statements that
SFC managers, including Messers, Graves, Lacey and Mestepey, had made to NRC
that the floor of the SX building would no longer be used as part of the
process operation., Under a previous owner, this type of operational

activity apparently contributed to the degradation of the SX floor in the
early 1980s,

An NRC inspection conducted in February 1991 (see NRC Inspection

Report 40-8027/91-03 dated April 29, 1991) described an event where
operations personnel were unaware of a SFC internal requirement to ¢lean
the solvent rework centrifuge every 24 hours., The operations personne)
apparently cleaned the centrifuge “"when needed.” Because the requirement
to clean the solvent rework centrifuge every 24 hours was not adhered to,
process solutions overflowed onto the floor, This event was noteworthy

given SFC's commitments to improve contamination controls.




23
Depleted Uranium Tetrafluoride (DUF4) Facility Contamination Event

On June &, 1981, NRC inspectors observed workers who were visibly

contaminated and were not adhering to procedura) requirements or

appropriste health physics practices, while changing filters in the

Depleted Uranium Tetrafluoride (DUF4) facility (See NRC Inspection

Report 40-8027/91-10 dated July 22, 1991). The most significant problems

identified were:

(1)

(§)

(6)

Fesponsible Licensee personnel failed to adequately review the planned
work activity to develop a Hazardous dork Permit appropriate for the

control of the task.

The workers' lape) air sampler failed to function properly,

Appropriate protective clothing was not worn, resulting in head,

neck, abdomen, thigh, hand, and other skin contamination.

The plastic "tent" erected for the job was not posted as either

an airborne or contamination area.

No step-off pad was used to prevent the spread of contamination
(85 a result, the area cutside the tent was also visibly contaminated

where the workers had walked with contaminated boots).

One of the workers exited the tent, removed his respiratory protection

and then re-entered the tent without it.
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(7) Neo provisions were made to change out of contaminated clothing at
the Jjob site (to change or shower, the workers would have had to

walk over 100 yards to the Main Process Building)..

(8) No health physics coverage was provided for o maintenance activity

involving a system that had not been previously opened,

These problems were particularly significant because they demonstrated
that the corrective actions undertaken by the Licensee to strengthen its

Health end Sefety Program since the SX event were not yet effective,
Fediation Safety Program

The following items, some of which have been discussed above, demonstrate

@ significant failure in SFC's radiation safety program,
. An NRC inspector observed on September 16, 1950, operators draining
process solutions onto the floor in the SX building to the point that
liquids overflowed the sump and dispersed on the floor (see NRC

Inspection Report 40-8027/90-05). Interviews with Licensee personne

‘ndicated that the floors were made, and used, as a method of secondary

containment of process fluids, This occurred despite a previous
Licensee commitment to minimize contaminated solutions on the floor,

. NRC investigation identified that the Licensee had no mechanism to

identify visitors who were minors in order to take the extra precautions

required by NRC regulations to limit their exposures., In fact, NRC
investigation revealed that one minor worked in the SX excavation,

On October 23, 1990, a shift supervisor, in the gresence of an NRC
inspector, wiped the bottom of a valve with his are hand, while
looking for leaks of potentially contaminated Yiquids in the SX
building (see NRC Inspection Report 40-8027/90-06).

o On Novermber 23, 1990, an NRC inspector observed an operator not
wearing respiratory protection (as required by procedures) when
manually unc\ogging a conveyor that transported yellowcake (see
NRC Inspection Report 40-8027/90-06).

3 On December 1, 1990, an NRC inspector found that an SFC shift
supervisor turned off a malfunctioning frisker, but did not inform
the responsible HES personnel. Later two female employees did nct
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frisk themselves prior to exiting the change room, because the frisker
was turned off (see NRC Inspection Report 40-8027/90-06),

NRC inspectors found an ash receiver area high radiation area door
left unlocked and unattended in January 1991, This problem has
revccurred on three separate occasions within a 3-month period (see
NRC Inspection Reports 40-8027/90-06, 91-01 and 91-02).

On February 15, 1991, NRC inspectors observed poor contamination
control practices during an ash receiver change-out, when the
activity resulted in visible contamination in a hallway. No attempts
were made to limit access to the area to contro) highly contaminated
equipment, Ash receivers were changed out at least two to three
times per day, and appropriate contamination controls had never been
instituted (see NRC Inspecticn Report 40-8027/91-02). In May 19681,
en inspector identified that SFC provided no training, guidance, or
procdures that descrile to workers how to undress from highly cone
taminated protective cluthing in a manner s0 a5 to prevent skin
contamination, As a resu't, the hands of two workers were contamie
nated during removal of highly contaminated protective ¢lothing,
after changing out ash receivers (see NRC Inspection Report
40-8027/91-09?.

During the ieek of May 6, 1951, an NRC inspector observed poor
contamination controls when a highly contaminated cart ocutside the
ash receiver area was not attended or controlled (see NRC Inspection
Feport 40-8027/91-08),

On May 16, 1991, an KRC iaspector observed a worker outdoors near the
clarifiers (in the restricted area) dressed in protective clothing
and a full face respirator sawing on PVC pipes on the ground,
Rlthough SFC's KAS staff took action to protect the worker from
potentie] contamination by requiring the use of a respirator, they
failed to asdequately consider the potential for this activity to
contaminate the ground adjacent to the work area (see NRC Inspection
Report 40-8027/91-09).

SFC's Yicense requires only surveying for alpha contamination inside
the re-.ricted area; however, the Licensee identified a problem with
beta coniamingtion in the spring of 1590, and informed NRC that the
problem would be evaluated fsec NRC Inspection Report 40-8027/90-03).
In November 1990, SFC again committed to evaluating the issue after NRC
found contaminated materials at a private residence off-site (see

NRC Inspectior Report 40-8027/90-06). MHowever, by May 1991 the
Licensee stil] had no limits for beta contamination inside the
restricted area, approximately cne year after the problem was first
identified (see NRC Inspection Report 40-8027/91-09).

In June 1991, NRC inspectors identified that SFC has failed to survey
leundéred protective clothing, as required by procedure, for over a
year, This failure is potentially significant in that workers
continually overloaded the washers with protective ¢lothing which
provided the potential for inadequate decontamination., SFC identified
that potential in March 1991, yet took no corrective actions to assure
that lsundered protective clothing was suitably free of contamination
unt1l LRC inspectors identified tnis same problem (see Nk Inspection
Report 40-8027/91-10),
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®  Health end Safety technicians receive little to no formal health
physics training, with most having only on-the-job experience.
HES technicians }requently depended on operations and maintenance
personnel to establish the protection requirements described in a
hazardous work permit (see NRC Inspection Reports 40-8027/90-08 and
9110), This is contrary to the intent of a hazardous work permit
which 15 to independently establish worker protection requirements
appropriate to a specific hazardous task,

Enyironmental Protection Program

The NKC was aware that some ground contamination existed at the Sequoyah
facility, as documented in NUREG 1157 "Environmental Assessment for
Renewal of Special Nuclear Material License No. SUB-1010" dated

August 198%, and NRC Inspection Report 40-8027/88-03. However, the NRC
was unaware of the magnitude or the extent of the contamination., NRC
investigation and inspections found that SFC had many indications of the
magnitude of the ground contamination, and found that SFC had a number
of weaknesses in its environmental protection program, The following
$1x 1tems demonstrate these failures and weaknesses:

As discussed in Section 111 of this Order, NRC's investigation and
inspections determined that SFC had monitored and analyzed the water
from "sandwells" in the vicinity of the SX building, This data
indicated contamination levels below the ground surface of the
restricted area that averaged about 100 times above SFC's environ-
mental action level for unrestricted areas and at least 20,000 times
above background. However, prior to August 1990, the Licensee had
taken no action to evaluate the extent of this contamination, develop
remedial actions, or identify the areas in their decommissfoning file,
The sandwells provided the Licensee with data that indicated that
SFC's environmental action level had been exceeded by as much a3 four
orders of magnitude, Nevertheless, the Licensee discontinu<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>