ppril 14, 1881

HEMOPANDUI FOR:  Chaiman liendrie e
TS g, At
FROM: Jares J. Cunrrings, mrector\ s ES‘_.*:“-"
nffice of Inspector and Muditor e
SURJECT: GAD DRAFT REPORT ENTITLED » [MPROVFMENTS NEEDED ¢t THE
HUCLEAP REGULATOPY COMMISSINE'S OFFICE OF INSPECTOR AMD

aunITOR™

The subject draft rcport was distributed to you on April 9y 1901,
Attached for further information is CAO's letter transnittine their
draft to NPC. As indicated in the letter, CAD has asked for I'RC's
comments vAithin 30 days of the date of the letter, OF by May €, 1001,

In addition, GAD told us that they plan to contact your office to arranae
a briefina on the najor findinas in their report. 1f the Comnission sO
desires, we vill recuest 2 briefing of all the Conrissioners in order
that any cucstions can be addressed jointly.

In the reantine, unless {nstructions to the contrary are received from
the Connission, this office will take the lead in preparing anency
conrents on the draft. \e plan to subnit the proposed response for your
review and approval by tay 1, 1981,

Attachrent: '
GAO 1tr dtd 4/8/81

cc: Comnission (3) w/att
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e /’ -.\ UNITED STATES A Z

‘g NUCLEAR REGULATORY COMMISSION
) WASMINGTON, . & 20888 :

. Seeet May 1, 1981 . N

The Honorable Milton J. Socolar

Acting Comptrolier General of the Unitad States
Genera) Accounting Office

Nashingtor, D.C. 20548

Dear B¢, Socolar:

On April 8, 1381, the Gene al Accounting Office (640) fcsued to us A
draft report entitled °Improvements Needed in the Nuclear Regulatory
Commission's Uffice ¢ Inspector and Auditor® (OTA), and requested that
70” vide our comments on the draft within thirty days, or by ‘ay 3,

In reviewing the draft report, we have found what we consider to be
numerous discrepancies and inaccuracies. Additionally, we have only
recently, April 21, 1981, received verdal clarification from G0 as to
the specificity of certzin aspects of the report.

These co:ditions have required us to devote an unusually large emount
of effort to the preparation of our comments in order to Suppirt ouv
posture that GAD's analysis was deficient. We, therefore, be'leve
that an extension in the time allowed for preparation of our comments
is necessary to enable us to adequitely comment on this report. Sucr
an extension w11, in the end, benefit GAO by enabling you it mare
fairly and accurataly present the facts in your final report

As & result, 1 am hereby requesting an extension of thirty days de
ranted in our comment period. If you have any questions - would
fhe to discuss th's request, plesse contact James J. Camir s, Jiresior,
O1A on 492-7301. ’
We appreciate your consideration.

%hmnly.

- )i\&n X VPRV St

'.’ouo'r M. Werdrie
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MEMORANDUM FOR: Chairman Hendrie
Commissioner Gilinsky
Commissioner Kennedy
Commissioner Bradford
Commissioner Ahearne

FROM: 0. Gene Abston, Acting Director
Office of Inspector and Auditor
SUBJECT: FINAL GAQ REPORT ENTITLED "THE NUCLEAR REGULATORY

COMMISSION NEEDS TO AGGRESSIVELY MONITOR AND INDEPENDENTLY
EVALUATE NUCLEAR POWERPLANT CONSTRUCTION"

In accordance with our August 25, 1975 memorandum concerning coordination
of GAD activities within NRC, the subject report is being sent for
your information.

It should be noted that recommendations directed to the Chairman, NRC,

g ¢ are contained on pages 11, 23, and 29 of this report. As you know,

) ' Section 236 of .the Legislative Reorganization Act of 1970 requires the
Chairman to submit a written statement on actions taken on GAQO recom-
mendations to the House and Senate Committees on Government Operations
not later than 60 days after the date of the report. This statement
should be submitted to the committees by November 6, 1978. The statement
on NRC's actions will be coordinated and drafted by the EDO and should
be presented to the Commission for review and approval no later than
October 20, 1978.

Enclosure:
Subj Rpt
cc: L. Gossick R. Minogue
S. Chilk S. Levine
J. Kelley C. Smith
C. Kammerer T. Rehm
K. Pedersen E. Jordan
J. Fouchard H. Thornburg S
H. Shapar Region Office €Ty 141978
J. Davis Directors
H. Denton

Contact: Fred Herr, QOIA
4§-27051
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by September 23, 1981
CPrriCE OF THE
CHAIRMAN

The Honorable Morris X. Udall, Cha rman
Subcommi ttee on Energy and Environment
Canmittee on Interior and Insular Affairs
United States Mouse of Represer.atives
Washington, D.C. 20515

Dear Mr. Chafrman:

In accordance with Section 236 of the Legislative Reorganization Act of
1970, enclosed s NRC's response to the reconmendations addressed to the
Chairmman, NRC, 1n the General Accounting Office's report entitled,
*Improvements Needed In Tne Nuclear lo?u‘utory Commissfon's Office of
Inspector and Auditor,” dated July 9, 1981,

ey

Sincerely,

N
Chairman
Enclosure:
Response to GAD
Recommendations

¢c: Rep. Manwel Lujan
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Recommendatior

To improve OIA's effectiveness, we recommen that the Chairman, N,
require the Director of that office to

= develop & systematic planning an¢ prieritizaticn p-otess for bolo
audit and investigative work which complies with QMS c=iteria an:
GAD guidance;

Response

On June 15, 1981, the Comission directed the Director, QIA, to "in tne
future, present the 01N audit plan .n a format which more closely followe
the guidance in OMB Circular 4-73." Tnis will begin with tnhe prejaration
of OJA's celendar year 1982 :iucit plan,

OIA's investigative program responds to allegations referred to OIA; Qi4
generally does not initiate fnvestigations independently. As a result,
OMB and GAOQ guidance cannot normally be used in planning UIA's investi-
gative workload. Establishiny inavestigative priorities will resain 2
matter of judgement by OIA management based on factors such as hezltr
and safety implications, expressed Commission interest and statutory
requirements.

Recomnenda tion

-« concentrate 1ts investigative resources on work aimed at elir‘niling
fraud and waste within NRC;

We belfeve OIA's investigative resources are already concentrated on
eliminating fraud and waste in NRC. HNonetheless, 'n the future OIA will
evaluate ways to improve efforts in there areas.

Recomendation

= avoid assigning auditors to fnvestigative work;

Re sponse

It 1s the policy of the curreni OIA director that auditors will pe: fom
audits and investigators will perform investigations uniess there 1s a
bona fide need for an auditor's expertise on an investigation. There
have been few instances since 1978 in which auditors heve buen assigned
to investigations.



i

* Recommenda tion

" =s establish a process of coordination between the audit and investi-
B¢ L i gative groups in fdentifying possible assignments, and clearly

» cf % communicate that process to the OIA staff;

803 0IA management will establish a policy whereby suggestions from the

y i audit group to investigative group, or vice versa, identifying potential
A, mtters for investigation ur audit will be more closely controlled and

.2~ . - monitored. This process will be documented in the OIA handbook currently
£,  baing developed for the guidance of the 0IA staff.

1S pecomendation
. ndation

‘we’ davelop formal guidance for the staff to follow in carrying out its

el L worky
M S T
o An OIA handbook setting out OIA policies and procedures for the staff's

guidance w*s under development at the time of the GAD audit. OIA
management 13 currently reviewing this hancdook. The Commission has
directed that the handbook be completed by December 31, 1981,

| Recommendation

e finstitute a formalized system of control over assignments where
milestones and staff resources are established for completing
critical steps and perifodic job reviews are held to evaluate the

status of a signments;

B An OIA Audit Milestone and Resource Schedule, which provides for job
reviews, has been developed to schedule and monitor audits, This system

- went into effect August 5, 1981.

: Recommendation

‘- csub!ish.md adhere to requirements regarding the follow-up on
" audit reports, and see to it that office directors respond in

 Response
On August 6, 1981, NRC revised its audit report follow-up system to
fully document compliance with OMB Circular A-73. OIA's handbook,

mpentioned above, will establish requirements and guidance to the staff
on corducting follow-up reviews on reports. A follow-up schedule for

Wi T weiting to OIA {nvestigative reports.
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an npom will be established, bui reasonable judgement must be used

 4n sdhering to the schedule because of the small size of the QIA staff

and the possibility of unplanned higher priority work. OIA will perfore
‘more timely follow-up reviews in the future, however. ‘

'I’h'c silff has established & proctduﬁ to assure that required responses
to OIA fevestigative reports are made.

Y mm;im

In addition, we recommend that the Chairman, NRC, explore the possibility
of assigning m-agpropruu employee complaint cases and equa employ-
ment opportunity allegations to scme Other NRC office. This will allow
the OIA fnvestigative staff to give greater attention to eliminating

. fraud and waste within NRC, -

m r@ort does not support the finding that too much time has been
_spent on employee complaint and EEO cases. Furthermore, GAQ's recom-
mandation simply proposes transferring work from OIA to some other

) unspecified office. If other offices had excess manpower it would be

il »
"
o ————y "

sors appropriate to transfer staff from that office to OIA rather than

: P grmm_tab function. ¢

L. {nitfate immediate action to establish a more forms] process for

LY uﬂto‘ agency officials' comments on OIA draft reports. Any
except

on to this formal process--such as the use of an informal
draft to LOtain comsents--should be clearly disclosed in the fina)

s,
‘
o, PRPOFt. -
- r LI . .

-
-

The OIA handbook will document the formal process for seeking agency
coments on éraft OIA audit reports. The handbook will also specify
 documentation requirements for the agency coanment process in both the

report and work papers. Exceptions to the formal process will be
clearly documented in the work paper files and to the extent necessary
__1a the fina) report. - . -~ .
jmanmtlou"f:'_.' T e _
. ~” ilnﬁt 0IA to {ssue 1ts reports 1f program offices are untimely in
providing their comments and require OIA to reflect in its reports

g i _ any changes e e based on program office comments.

r



- OIA has 1ssued and will continue to 1ssue its reports without the
Executive Director for Operations’' (EDQ) comments 1f 1t is Selieved

.. the EDO 1s unreasonably delaying comments, OlA wiil not issue reports

., t0 the Commission without EDO comments only because the EDO misses a

~ response deadline. That process would not fairly consider other pressures
on the program offices and the EDO and would result in too many issues
being unnecessarily elevated to the Commission,

3 A

. DIA's fina) reports will {dentify significant changes made as a resylt
-2 . of program office comments.

_' Recommendation

== discontinue the practice of 0IA conducting joint invastigations
with other NFC offices.

Risporse

. Except during tne TM] emergency, when the interview skills of OIA's
sudit and invest‘native stiff were needed on the various NRC {nvestigations
of the TMI accident, OIA has not conducted joint invastigations. While
we agrae with the general principle that OIA should not riutinely be

" {navoived in joint investigations with othar NRC offices, we don't agree

- that this has been a "practice” which needs to be discontinued.

-
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"JUN 1°2 198

MEMORANDUM FOR: R. C. DeYoung, Deputy Director, Office of Inspection aad

Enforcement
FROM: James G. Keppler, Director, Region III
SUBJECT: STATUS OF ZIMMER INVESTIGATION

Per your request, attached is a summary for the Commission of

the present status of the Zimmer investigation.

James G. Keppler
Director

-

Attachment: As stated

42pPIGPLIL

Rk}i. R}I}y %}g{
i?iz/ﬁi” S 0 6&““ gmpcj-rz/t'

_____ g - 3 }‘A‘- ,.__J.AI

11

s
t
e —

-
-



STATUS OF ZIMMER INVESTIGATION

June 12, 1981

By letter dated January 5, 1981, to the Office of Personnel Management, the
Government Accountability Project (GAP) of the Institute for Policy Studies
(a non-government agency) alleged improper construction and qQuality assurance
practices at Cincionati Gas and Electric Company's Zimmer construction site
and charged that NRC (Region III) bad failed to perform a thorough and com-
lete investigation of earlier allegations made by a Mr. Thomas Applegate.
ineteen allegations were contained in the GAP package. OIA was inostructed
by Chairman Abearne to initiate an investigation into the performance of
Region III regarding the earlier allegations, and Region III initiated an
investigation into the nineteen allegations provided by GAP and some addi-
ticnal related allegations provided by an éx-construction quality control
inspector. From the start the overall investigation broadened considerably
as a2 result of pew allegations learned through interviews with workers and
ex-workers and, to date, ten NRC inspectors and investigators have speat

over 1500 manhours onsite and interviewed over 90 individuals in connection
with the investigation.

- « MU

[Vhile some of the nideteen GAP allegations have been fully or partially sub- | Ax{;\}\t
\’-
7 g

staotiated, they have not provea to be of major safety importance. However, 8
the broadened investigation has identified major quality assurance weaknesses

and some construction deficiencies. The most significant construction problem &Y
identified to date involves unacceptable welds in structural beams. However, |

agother problem of ma2jor consequence involves widespread concerns regarding |

' ‘he accuracy of many quality records and this matter is being investigated |

J
oy OIA for ible referral to the Department of Justice. ]

Region III issued an Immediate Action Letter on April 8, 1981, to Cincinnati
Gas and Electric Company for work remaining at the site to give increased
assurance that the work is accomplished in accordance with regulatory
requirements. It required substantially more invelvement in quality control
inspection and the quality assurance program by Cincinnati Gas and Electric
Company personnel. Followup inspections by the Senior Resident Inspector and
specialist inspectors from the Region III office have confirmed implementation
of the requirements of the letter. The results of the ongoing investigation -
will determine if actions beyond those specified in our April 8, 1981, letter
are needed to assure that continuing construction is acceptable.

By lestter dated May 11, 1981, GAP informally requested the Region ITi Director

to recomnend suspension of the Construction Permit. Based on assessment o

the igvestigation findings to date and recent inspection findings, Region :II

bas taken the position that suspension of comstruction activities is not \
warranted. | However, Region III has determined that a comprehensive effor. | »

iIT be tequired to varify the quality of existing constructinn. Actions to-v oy g~
be taken by the licensee to verify the adequacy of past work, as well as ;Q\;“ \
independentAgggsureggg;s"Ln_hg_zakgn_hy_ﬁnc,_azg_hginz developed. e

An interim investigation report, summariziog the important findings, is
expected to be issued in July. A news conference or public meeting, relative
to issuance of the report, is being considered. Completion of the overall
iovestigation, including a final report, is not expected before this Fall.



