October 31, 2008

MEMORANDUM TO: Chairman Klein

FROM: R. W. Borchardt /RA/
Executive Director for Operations

SUBJECT: RESPONSE TO OFFICE OF INSPECTOR GENERAL EVENT
INQUIRY- NRC’s RESPONSE TO SECURITY-RELATED
CONCERNS AT PEACH BOTTOM ATOMIC POWER STATION

This memorandum is provided in response to your memorandum to me dated September 2,
2008. That memorandum provided the results of the Office of the Inspector General (OIG) event
inquiry report “NRC’s Response to Security-Related Concerns at Peach Bottom Atomic Power
Station” (Case No. 07-65) and requested two actions: (1) reassemble the Senior Executive
Review Panel (SERP) to review the OIG report and determine if there are additional lessons-
learned, and (2) provide a response to the matters raised in the OIG report, including a
summary of actions addressing the lessons-learned.

The agency has taken significant actions to identify and address lessons-learned in response to
the Peach Bottom security-related issues with inattentive officers. The SERP conducted a
thorough and timely evaluation of the Peach Bottom Lessons-Learned Review Team (PBLLRT)
report (Reference 1) and developed a comprehensive list of actions addressing each PBLLRT
recommendation. The March 4, 2008, SERP report (Reference 2) provides the results of the
SERP’s evaluation. Following completion of the SERP review of the PBLLRT, Bruce Mallett
and Martin Virgilio, Deputy Executive Directors for Operations, issued a memorandum, dated
March 5, 2008 (Reference 3), tasking the offices and regions to review the findings and
implement the recommended actions. Additionally, my July 21, 2008, memorandum (Reference
4) to the offices and regions captures the U.S. Nuclear Regulatory Commission (NRC) staff
actions in response to the PBLLRT and SERP reports, and the Commission direction in the
Staff Requirements Memorandum (SRM)-COMSECY-08-0009, “Report of the Senior Executive
Review Panel-Peach Bottom Lessons Learned,” dated June 9, 2008.

In response to the SRM-COMSECY-08-0009, the SERP reconvened to evaluate the findings of
the OIG event inquiry report and determined that the scope of the SERP’s review of the
PBLLRT report covered the four areas of findings in the OIG report. Over the course of the
review of the OIG report, the SERP identified other items that merited further consideration.
The SERP considered and addressed these items in an October 2, 2008, memorandum to the
Commission (Reference 5). The SERP noted that the allegations and inspection programs are
fundamentally sound, but recognized additional actions necessary to address the lessons-
learned. Most of these actions have been implemented over the past year. The enclosed table
lists each of the findings contained in the OIG report, the associated SERP finding(s) and
action(s) addressing the SERP finding(s) and/or lessons-learned.
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The SERP also noted that some statements in the OIG report warrant further discussion to
address: (i) the difference in regulatory response to the March and September 2007 allegations
and (ii) statements in the report indicating that NRC’s actions, with respect to the referral of the
allegations to licensee management, were inconsistent with the guidance in the Management
Directive 8.8, “Management of Allegations” (MD 8.8). These statements in the OIG report
should be addressed in a response to the OIG in order to clarify expectations and
misunderstandings that could arise out of a reading of the report without a response. The
following provides a summary of each of these statements:

1.

The OIG report indicates that the NRC staff was inconsistent in its assessment of the safety
significance of the two allegations, made within 6 months of each other, conveying similar
concerns. Consistent with the SERP’s conclusion, discussed in the October 2, 2008,
memorandum, the NRC staff determined that there was a clear basis for the difference in
regulatory response to the March and September 2007 allegations given the different set of
circumstances and factors surrounding each allegation.

The report also states that the NRC staff did not follow MD 8.8’s direction that allegations
against licensee management should not be referred to the licensee management.
Consistent with the SERP’s conclusion, discussed in the October 2, 2008, memorandum,
the March 2007 allegation was not against all licensee management and the staff, therefore,
referred the allegation to the licensee management not in direct oversight of and with
instructions that the reviewer be independent of the organization involving or affected by the
alleged concern. MD 8.8 allows referrals to licensee management not related to the alleged
concern, but this is not clearly stated. Therefore, the SERP recommended that the language
in MD 8.8 be clarified to reflect this intent.

The report further states that the referral of the allegation to the licensee was inconsistent
with MD 8.8 because the answers to the three questions on page 33 of MD 8.8 suggest
otherwise. The existing guidance states that these questions be considered. In the October
2, 2008, memorandum the SERP determined that the word, “consider,” is appropriate and
no changes are needed in the MD 8.8.

| would like to note that the NRC places great emphasis on the importance of the allegations
and inspection programs. As a follow-up to the Peach Bottom security-related issues, we
carefully considered and examined the allegations and inspection programs and have taken
actions that address the findings in the OIG event inquiry report and the lessons-learned from
other reviews. The staff appreciates the insights from the OIG independent review, which also
raised additional areas we are currently addressing in our programs.

This memorandum has been written so that you could forward as a response to the OIG event
inquiry report if you so choose. If you have any questions or comments, please contact me to
further discuss these matters with you.

Enclosure: As stated
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