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INVESTIGATIONS




SNL engineer was assigned to work simultaneously on research projects for the
NRC and for the nuclear industry.

B The OIG investigated allegations of potential misconduct by NRC employ-
ees associated with managing a major contract. The investigators determined
that members of a program office inappropriately fraternized with contract em-
ployees and failed to exercise adequate management oversight of the contrac-
tor's activities.

B Charges of sexual harassment by an NRC manager were mishandled by sen-
ior NRC supervisors. The OIG investigators determined that the senior supervi-
sors failed to adequately investigate the charges of inappropriate behavior.

B Inspectors from an NRC region allegedly failed to adequately examine ra-
diological safety concerns expressed by a former executive of an NRC licensee.
The O'5 determined that the alleger's concerns were not adequately examined
during a 1990 inspection. Asecond NRC inspection disclosed inaccuracies in the
initial inspection and disclosed a number of violations committed by the licen-
see.

B The OIG investigated an allegation that a senior NRC engineer converted
frequent flyer mileage obtained through official Government air travel to per-
sonal use. The OIG investigators determined that, on several occasions, the en-

gineer inappropriately redeemed frequent flyer miles in exchange for free airline
tickets.

B The NRC Diwvision of Security notified the OIG that an NRC employee was
under investigation by the Federal Bureau of Investigation (FBI) for bank fraud.
A+ the FBI's request, OIG investigators provided investigative support to assist
in the prosecution of the employee.
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inspecting licensed facilities and activities;

investigating nuclear incidents and allegations concerning any matter regu-
lated by the NRC; and

conducting the principal Government research prograr on light-water
reactor safety

I'o carry out its mission, the NRC is headed by five Commissioners who are ap-
pointed by the President and confirmed by the Senate for S-year terms. One
Commissioner is designated by the President to be the Chairman and serves as
the official spokesperson for the Commission. The staff, headed by the Execu-
tive Director for Operations (EDO), carries out the policies and decisions made
by the Commission. The NRC has approximately 3,335 full-time equivalent
(FTE) staff in the Washington, D.C., commuting area and the five regional of-
fices Incated near Philadelphia, Atlanta, Chicago, Dallas, and San Francisco.
During FY 1992, the agency operated with an estimated budget of approxi-
mately $513 million. The FY 1993 budget is approximately $540 mullion with
1,377 FTE staff.
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iIII {1UDIT PROGRAM

1CDIT SUMMARIES

Compliance with the Anti-l.obbving Act; Section 319 of Publi







The O1G reviewed and compared the NRC's FY 1992 estimated budget with the
FY 1993 requested budget for inspection programs. The review revealed that
budgeted costs for inspection portions are projected to grow $2.3 million
(2 percent) from FY 1992 to FY 1993. This increase, however, is for salary ad-
justments and not for programmatic growth. In fact, both staffing levels and pro-
gram support (contract) costs are projected to decrease for reactor inspection
programs. In NRC's matenals and low-level waste inspection programs, staffing
levels will decrease slightly, while program support costs will remain constant,

Review of NRC’s Contract Closeout Process

The closeout of a completed contract is basically the process of gathering all es-
sential documents reflecting the completion and satisfaction of a wide list of ob-
ligations that are created during the course of the contract. Contract closeout 1s
normally completed by the submission of a final invoice by the contractor and its
acceptance and payment by the NRC,

The NRC's backlog of completed but not yet administratively closed contracts
increased significantly since the issuance of an October 1987 report on this sub-
ject. Although NRC obtained a contractor in April 1990 to assist in reducing the
backlog, only limited progress was made. NRC's inventory of completed but not
yet closed contracts increased from 591 in May 1986 to 820 as of October 1991,
Many of these contracts had been completed tor several years and were valued
over $100,000. As a result, the OIG estimated that over $8 million in contract
obligations could be made available for use in NRC programs.

The OIG concluded that the backlog would continue to remain unacceptably
high unless NRC takes aggressive managerial action to improve its oversight of
the contract closeout process. The OIG recommended that NRC strengthen its
managerial oversight of this process and made two other recommendations
about the deobligation of unexpended balances on completed contracts.

Review of NRC's Allegation Management System

In the early 1980s, the Commission recognized a need for a more systematic and
structured process for handling allegations. This was especially important tor al-
legations that were made to the NRC at the end of the licensing approval proc-
ess. As part of this recognition, the Commission issued policy statements on
“late-filed” allegations and matters of confidentiality concerning the individuals
making them. Additionally, the Commission wanted to ensure that allegations
that involved potential wrongdoing issues were effectively tracked and investi-
gated.
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Improvement Needed in NRC's Process for Approving Payments to
DOE

In December 1991, the O1G initiated a review of NRC's contract management
practices relating to the services DOE provides. The audit revealed that since
1986, the NRC has paid about $500 million to DOE without employing the re-
quired review and approval of DOE cost vouchers and subsequently verifying
the accuracy of the payments.

This failure to follow statutory and prescribed agency policies and procedures is
a serious breakdown in internal controls that leaves NRC vulnerable to fraud,
waste, and abuse. Until corrected, the O1G believes this condition constitutes a
material weakness in the agency's internal controls over disbursements to DOE.

Subsequent to the O1G exit briefing on the results of the review, NRC manage-
ment (1) directed that corr. actions be made and (2) notified the OMB that
the agency will identify the . agement of agreements with DOE as a matenial
weakness.

NRC management disagreed, however, with one of the three O1G recommenda-
tions concerning the final posting of payments to the accounting system. The
OI1G stated that although program offices have delegated responsibility for the
review and approval of payments, the Office of the Coatroller is ultimately re-
sponsible for ensuring that vouchers are verified as correct for payment before
their final posting to the accounting system. The agency's followup official is cur-
rently reviewing the disagreement.

AUDITS IN PROGRESS

B Review of IRM's Oversight of its Commercial Contracts— Many of the in-
formation resources services provided by the Office of Information Resources
Management (IRM) are performed by contractors: in fact, contractors perform
the majority of these services. These contracts account for a large percentage of
IRM's overall budget. The objective of this review is to assess the adequacy of
IRM s oversight of its contracts. The O1G will evaluate the various controls and
processes that IRM uses to manage its contracts.

B Reviewof NRC's Computer Security Program - As part of an ongoing audit
of NRC's IRM contract management practices, the O1G examined the results of
an independent compliance review of NRC's computer security program. The
O1G is assessing the status of NRC's actions to implement the recommendations
that resulted from the review.




B Review of the Management of NRC's Research Program — During this
review, the O1G will assess the adequacy of the procedures NRC and the Office
of Nuclear Regulatory Research use to ensure that NRC conducts necessary and
beneficial research. This audit responds to concerns about program cost in-
creases expressed in a Senate Appropriations Committee Report on NRC's FY
1992 appropriation request and by NRC's Chairman.

B Review of NRC's Budget Execution Process — The objective of this review
1s to determine whether NRC's budget is being executed in an efficient and eftec-
tive manner. It will include an examination of the methods the NRC employs to
maintain administrative control over its appropriated funds and an assessment of
the NRC's ability to execute its budget according to the original budget planning
assumpuons

B Reviewof the Management of the Work Placed with DOFE s National Labo.
ratories — The review is assessing the adequacy of NRC's administrative man-
agement pracuces tor closing out completed projects managed by the Office of
Nuclear Regulatory Research.

@  Review of NRC's Policies for Deferring Materials Inspections — The O1G
initiated this review to follow up on a programmatic issue raised by an OI1G in-
vestigative report. In the investigative report, the O1G noted that a licensee was
not inspected annually, as required, because a regional office believed that no
licensed activities were underway. In effect, the required inspactions were de-
ferred for several years. O1G subsequently learned that the licensee was, in fact,
conducting licensed operations. OIG is therefore reviewing the adequacy of
NRC's policies and procedures for deferring materials inspections.

@ Followup Review of the Atomic Safety and Licensing Board Panel
(ASLBP)—In June 1990, the OIG issued a report on its review of the functions
and operations of the ASLBP. The report contained seven recommendations:
five to the Chief Administrative Judge, ASLBP, and two to NRC’s Executive Di-
rector tor Operations. This follow-up review is to determine whether (1) the rec-
ommendations have been implemented and (2) the resulting actions meet the
intent of the repost.

B Review of NRC's Policy and Practice Regarding the Use of Frequent Flyer
Benetits —This audit is to determine whether NRC's policies and practices en-
sure that frequent flyer benefits resulting from official travel arc used for the
agency's economic benefit.
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B Review of NRC's “M™ Account —The OIG, with the support of contracted
services, is conducting a review of certain aspects of NRC's prior fiscal year fund
accounting The audit objectives are to examine the composition of the "M ™ ac-
count (see Glossary) and NRC's oversight of it.

AUDIT TABLES

The NRC's dependence on commercial contract activity is relatively small. Thus,
questioned costs and savings are inherently smaller than those reported by most
other agencies. During the reporting period, the O1G analyzed S0 contract audit
reports issued by the DCAA and performed one audit of an NRC contract. The
following tables depict the cost savings from this contract work and two other
internal audits
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Table |

Office of the Inspector General
Reports Containing Questioned Costs

(Dollar Value)

Number of Questioned  Unsupported
Reports Reports Costs Costs
A. For which no management 1 33,876* 0
decision had been made by
the commencement of the
reporting period
B. Which were issued during 367,120 0
the reporting period
Subtotals (A + B) 3 400,996 0
C. For which a management 4 762 J
decision was made during
the reporting period
(1) dollar value of disallowed 2 762 0
COSLs
(i)dollar value of costs not 0 0 0
disallowed
D. For which n¢ management 1 366,358 0

decision had been made by
the end of the reporting period

E. For which no management 0 0 0
decision was made within
6 months of issuance

*The beginning ligure of $33,876 was reduced to 0 after further discussion with DCAA

**The figere differs from the number of postaward contracts reviewed because |1 audit reports
resulied 1 no questioned costs.
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THE AUDIT PROGRAM

| Tabie 11

Office of the Inspector General Reports Issued
With Recommendations That Funds Be Put to Better Use

Dollar
Number of Value
Reports Reports of Funds
A For which no management decision had bd 72,020
been made by the commencement of the
| reporting period
L B. Which were issued during the reporting period g 13,283 806*
Subtotals (A + B) 11 13,355 826"
(" For which a management decision was made 7 10,880}, 146
during the reporting period:
‘, :
| (1) dollar value of recommendations that were 7 10,880, 145***
| agreed to by management
?. (i) doblar value of recommendations that were 0 0
| not agreed to by management
). For which no management decisic  ad been 4 62,840
made by the end of the reporting period
t. For which no management decision was 0 0

made within 6 months of issuance

*Daollar figure contains the average cost savings for four different contracts that have not
been awarded.
“*Thirty-one other pre-award audit reports reported either zero funds were available for berter
j Use or no contract was awarded.

***he reported savings on one contract was eventually reduced during the negotiation phase
because of additional proposed cosis submitted by the contractor that were concurred with by
DCAA




| THI' INVESTIGATIVE PROGRAM

During this reporting period, the O1G received 161 allegations. initated 53 new
investigations and ciosed 47 cases; 4 referrals were made to the Department of
Justice and 60 to NRC management. The next section presents summaries of the
OIG s most significant investigatiod.

INVESTIGATIVE CASE SUMMARIES

Inspection of NRC Staff’s Review and Acceptance of Fire Barrier
Material

The NRC received an allegation that questioned the capabilities of a fire barrier
material commonly used by the nuclear industry. The matenial, Thermo-Lag, is
installed in a majority of the Nation's power plants to satisfy NRC fire protection
requirements.

Because of tne widespread use of this material since 1981, the O1G conducted an
inspection (o assess the adequacy of the NRC staft’s review and acceptance of
Thermo-Lag. In addition. the inspection assessed the statf's response to prob-
lems with Thermo-Lag reported to the NRC over approximately a 10-year
period,

The O1G inspectors determined that the NRC staff did not conduct an adequate
review of the fire protection capabilities of Thermo-_ag and other related infor-
mation, If the staff had conducted a thorough review of this information and veri-
fied test reports submitted by the nuclear industry, a number of problems with
the test program and Thermo-Lag would have been discovered. Because the
NRC had not conducted the proper reviews and inspections, the staft did not de-
termine until 1991 that Thermo-Lag might not meet NRC requirements, In ad-
ditton, the NRC did not take <ubstantive action between 1981 and 1991 when
NRC received reports of prov.ems with Thermo-Lag.

The O1G imspection disclosed at least seven instances in which NRC staff failed
to pursue nossible problems with Thermo-Lag. As a result of the inspection, a
commission-directed task force is currently addressing the find...gs of the O1G
report.




Hleged Conflict of Interest With a Sandia National l.aborator

Contract

NRC Emplovees Counseled for Fraternizing With Contractors
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was alleged that the employees were guilty of time and attendance abuse, had
developed an inappropriate relationship with a contractor, and had failed 1o ex-
ercise proper oversight respousibilities during their management of a major
NRC contract.

The investigation confirmed tiat the employees attended luncheon meetings
with contractor employees. Some of these meetings lasted several hours and in-
cluded the consumption of aicohol. The investigation further determined that
inadequate management oversight by these NRC employees allowed the con-
tractor to purchase several types of automated data processing equipment with-

out prior approval of the NRC contracting officer as mandated in the contract
terms,

The employees were counseled by NRC management, and one received a letter
of reprimand and was relieved of supervisory duties. The Division of Contracts
and ®roperty Management, in concert with the program office, developed a
training curniculum designed to cover acquisition procedures and ethical con-
duct relating tc procurement.

Allegations of Sexual Harassment Against an NRC Manager

An NRC program office notified the O1G after a female employee complained
of several incidents involving sexual harassment and the handiing of the inci-
dents by NRC managers. O1G investigators determined that an NRC manager
made repeated advances toward a female employee that she found oftfensive
Despite her attempts to discourage the manager, his behavior continued. Tt was
also Getermined that cognizant supervisors failed to appropriately address the
issue when it was reported to them, The O1G investigative report was sent (o
NRC management for possible administrative action.

Inspection of Radiological Safety Concerns Found Inadequate and
Incomplete

The OIG investigated allegations that staff from an NRC region failed 1o ade-
quately address safety concerns brought to their attention. A former executive of
a nuclear industry consulting firm advised the O1G that NRC inspectors per-
formed an inadequate and incomplete inspection of reposted radiological safety
violations by his firm, an NRC licensee.

The O1G determined that the alleger's concerns were not adequately examined
during a 1990 NRC inspection. The NRC inspectors did not interview witnesses
purportedly capable of corroborating the alleger's claims and did not examine
key documents disputing certain assertions the licensee made. The regional taff




conducted a second inspection that revealed inaccuracies in the report of the in-
itial inspection and disclosed a number of violations by the licensee

I'he O1G investigative report was sent to NRC management, and a task force is
being convened to address lessons learnc.! in connection with this matter

Misuse of Frequent Flyer Mileage by an NRC Engineer

he O1G received information that a senior NRC engineer repeatedly converted
frequent flyer mileage accumulated through official Government air trave! 1o
personal use. Investigators determined that the engineer inappropriately re-
deemed frequent flyer mileage credit on nume ous occasions 1o obtain bonus
tickets for personal airline travel. which inciuded foreign travel. The accumu-
luted value of the personal travel was approximately $10,750

I'he U.S. Attorney, Baltimore, Maryland, declined prosecution of the engineer
in lieu of administrative action by the NR(

As a result of this and several similar investigations, the O1G audit statt is review
ing the NP7 program for the use of travel benefits to reduce the cost of Govern:
ment trave!

Alleged Bank Fraud by an NRC Employee

Ihe NRC Division of Security notified the O1G that an NRC employee was un-
der investigation by the FBI for an alleged violation of Title 18, United States
Code, Seetion 1344 (Bank Fraud), At the FBI's request. O1G investigators pro
vided investigative support that aided in the arrest of the employee. Following
the employee's arrest, the O1G provided background information about the em-
ployee involving a similar prior offense that was not previously available to the
pretrial service officer, The employee resigned from the NRC soon after being
arrested and is currently awaiting Federal prosecution,
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05/20/92

05720192

05/26/92

-

05/27/92

(6011792

0641792

06/02/92

06/012/92

P

0602/

)2

06/02/92

06/402/92

(6/04/92

06/11/92

6/11/92

06/11/92

Questioned
(osts

Contractor (Dollars)

Funds

Put to
Better Use
(Dollars)

Pinkerton Computer (Suhumu.uctm o
Eplwd Managumm Systems, 1ac.)
NRR-92.2

VGS, Ing. (Subcontractor to User

Technology Associates)
RS-NRR-92-203

Mastech System Corporation
RS-1RM-92-203

Itasca Consulting Group, Ing 0
NRCO2-85-002

Uset luhnnluﬁ. Associates
RS-TRM-92-2X

( mn;‘\u!cc'n In¢
RS-TRM-92-203

Science Applications International Corp
RS-NRR-92-033

Sonalyst, Ing
RS-NRR-92-034

Science Applications International Corp
RS§-NRR-92-021

Soience Apphications International Corp
R\ NRR-92-027

Science Applications International Corp
RS-NRR-92-035

Science Applications International Corp
RS-NRR-92-034

Scientech (Subcontractor to Sonalyst)
RS-NRR-92-034

Science & l%n%:itlecnng Associates
RS-NRR-92-021

Science & F.nézinccrmg Associates
RS-NRR-92-027

Science & Engineering Associates
RS-NRR-92-033

0

19.519

0

47901

28,331

97,971
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