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than 130 days per year) who would be subject
to the prohibition would be members of the
ACRS, ASLBP, and ASLAP.

2. The security ownership prohibition
would extend to the NRC amployee, the
employee's spouse, minor children, and any
other member of the employee's househcld.

3. NRC employees subject to the security
ownership prohibition would be prohitited
from owning stocks, bonds, or cther securi-
ties issued by:

(a) publicly or privately owned utilities
which have filed an application wit
the Commission seeking authorizaticn to
construct or operate a facility which
generates electric energy by means of
a nuclear reactor, and those utilities
which have received a construction
permit or an cperating license from
the Commission. Employees would also
be prohibited from owning bonds issued
by state or local governmental entities
to finance the construction cr operation
of a nuclear reactor.

(b) companies manufacturing or selling
nuclear power or test reactors;

(¢) architectural-engineering ccmpanies
that have been engaged to provide
services relating to a nuclear faclllty
by an applicant for a construction
permit, a8 heolder of a constructicn
permit, or an applicant for an orerating
license, and architectural-engineering
companies which have filed a standard
reference desizn that is under Commission
review or has been approved by the
Commission and is currently effective;

(4d) fuel eycle applicants or licensees
(companies engaged in milling, cone-
verting, fabricating, or reprocessing
source material or speclal nuclear
material); and
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(e) any company or firm which se
consultant on activities licensed or
regulated by the NRC

4, NRC would publish a list of prohiblted
securities twice a year and distriou:e 1 o
emn$0Jees. Cnce a company appears on the
l1ist, employees would have 1“O days to

divest themselves of prohibited interests.
Until the employee divested himself of the
interest, he could not work on matters
affecting that entity. Employees ccmmencing
employment would be given 30 days to divest
themselves of prohibited security interests.

5. Annually employees wculd be required to

tify compliance with the security cwner-
ship prohibitions. Employees would also be
required to certify ccmpliance within 30 days
after commencement of NRC emplcyment.

6. With respect to entities not covered by
the security ownership prohibitions, NRC
employees would be prohibited from providing
advice to the NRC on matters affecting the
entity if the individual or members of h*s
immediate household held security interest
=xceed-“g SWObO in current value in tha
entity. resently employees may work on
matters if the interest doces not exceed

7500 in value,
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Twenty-elight NRC ployees and ¢ NTEU
submisted written comments on the propcessal.
An OGC attorney alsc met with an NTEU regre-
sentative. During the course of that meetirg
the NTEU informed CGC that 1t received mors
than ~0 phcne calls from NRC employees on the
proposal. Enclcsure 1 is a summary of emplores
sists of a list cf proposed prahiblited

was sent t: emrloyees for corment, plus
gtional code indicating whizh employees
d by the ownership restricticns.
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comments and includes coples ol a “epre:zsnta=-
tive sample of these comments. OGC will pro-
vide individual Commissiocners coples of the
other comments upon request,

OGC surmises that the Commission received
relatirely few comments because most
employees either dc not own security
interests, or did not strongly object tc
the proposed changes. Although the pro-
posal submitted to emp’oyees deviated in
some "esoec 8 from that recommended by CGC
in SECY 78-682, 0GC believes that wizn
certa‘n excerti*ns discussed below, the
tentati < Commiss.cn consensus response
*hat paper serves as a basis for a falr
just rule. In this _ iper we will not di
31l the issues raised in SECY 78-632.
Instead, we will focus on fhose issues whi:ch
elicited substantial employee comment cr
where OGC believes the Commission should cc;
er modifications to its earlier tentatlv

consensus positiocn.
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Fuel Cycle Securities

Surprisingly, there were few employees whe
complained about the proposal to prohibic
NRC employees from cwning security interests
issued dy fuel cycle applicants or licensees.

Becaure severzl malor otl ¢companies weuld te
included, we anticipated more of a response.
The one major ccmplaint here comes frcm the
tomic Safety and Licensing Board Panel.
Four part-time members of the Licensing
Board own Union Carbide stock. Union
Carhide falls within the proposed prohibdi-
tion because it is licensed by the Commlis-
gion to cperate 2 uranium mill, Cne 2{ these
members 1s currently employed bty Union
Carbide, and three are former Unlon Cartide
employees. TUnicn Carblde stock iz part of
these emplcyees' retirement program and
Chailrman Yore s=ates that adepticn of the
preposed rule would create an unnecessary

I
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nardship for these employees. Chalrman

Yore argues thau these memberc should not

be forced to choose between selling the

stock or res_gning from the pa.el simply
vecause Union Carblide coperates cone uranium
mill. OGC agrees and believes that 1if the
Commission adopts a fuel cycle security
prohibiticn these four Licensing Bcard mem-
bers should be given an exemption which will
permit them to retain the Union Carbide stock.
Union Carbide is not a participant in Licens-
ing Board proceedings so allowing these mem-
bers te continue tc hold the stock would nct
seem to create an appearance of impropriety.
Furthermeore, with respect to the current Unicen
Carbide employee, it does not make sense to
permit an employee to work for a company, but
not permit the individual to own stock in

it.

Nuclear Consulting Firms

This is the only portion of the Commission's
proposed rule that has sparked vehement and
widescale employee complaints. CGC received
approximately 13 comments on that portion

of the rule and the NTEU reports approxi-
mately fifty telephone calls complaining about
this portion of the proposed rule.

0GC recognizes that there are some consulting
f#4rms, such as NUS, that derive a substantial
portion ¢f their income from providing co: -
sulting services tc the commerclal nuclear
tndustry. Hcwever, many ccmpanies coveraed

by the propcsea prohibliticn provide con=-
sulting services in many disciplines and
nuclear 13 only a small portion of thelr
busginess Tdeally, the Ceommission weuld
prohibit 1Cs employees from cwning security
inteprests in companies which are "substane-
t1ally engaged in providing gconsulting
services o the nuclear industry” That 1s
she present rule, but unfortunately 1t can-
not be effectively administersd ab- L8
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impossible to determine which companies fall
within the prohibition. We are unable

to gather sufficient information on the
dollar volume of nuclear consulting services
provided by a company or the percentage of
income derived from nuclear consulting. Many
firms will not make that information publicly
available. Thus, we could not provide
employees with a list of those ccnsulting
firme whose security interests they coculd not
own. OGC believes that the Commission should
not adept a rule if it cannot identify the
companies covered by it.

This leaves the Commission with three pos-
sible options. It could (a) prohibit
employees from owning security interests in
all known nuclear consulting firms; (b) per-
mit employees to own security interests issued
by nuclear consulting firms, or (¢) attempt to
make an informed designation, based on what
information is available, ¢f these consul-ing
firms considered to have 2 significant encugh
interest in the commercial nuclear industry

t¢ warrant prchibiting NRC employees from
owning securities issued by these companies.
Qf these options, OGC recommends alternative
(e), but alszsoc finds alternative (b) acceptabl

OGC believes that the 1list we gave NRC
employees of all known consulting firm
demonstrated the preblem of prohibi

W <t ¢
..
0% 0

employees from owning securities issued by
all nuclear consultants. CGC provided
employees with a list prepared by the EIC
staff of all known consultants. This list
included everythirg from insurance cempanlies,
to trucking companies, to locksmiths that
provided advice to NRC licenses on which
kinds of locks should be used in the
licensee's physical security plan. Many
employees noted that many <l the companies
derived only 3 small portion of their assets
from these cémpanias. Cther emplliyess

found the list to be grossly incomplete, and
provided lists .r companles which should bBe
added To the list. 1t seems to CGC that
ingluding all firms within the rule 18
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nuclear fleld

unjust as it 1s overbroad and woul
many firms whose interest 1in the
is minimal. There are cther cimpanies, such

as cocmponent suppliers, that have a far

greater “inancilal interest in the nuclear field,
yet whose securities NRC employees are free to
purchase.

Cne alternative (Alternative (b)) would be to
permit employees to own securities in consult-
ing firms. It can be argred that an absolute
prehibiticon 1s unnecessary because many of the
compan-es found on the 1list su*m*t‘ed to
employees do not .ssue securic Further,
if the Commission lowers the de m*nim‘s

rule to $1000 (as recommended bty CGC),
employees will not be permitted to pa"ticipate
in matters affecting a consulting firm if

the employee and members of his immediate
household own security interests exceeding
$1000 in value. Finally, as noted earller,
most of the consulting firms only derive a
small portion of their income from nuclear
consultantships. Thus, it can be argued that
permitting employees to cwn stock in consult-
ing firms would not create a public perception
that Commission employees have significant
financial ties to the commercial nuclear

industry that could affect their judgment..
The altern e recommended by OGC (Alterna-
tive C) would be to adopt a prchibition
against cwning 'secur::ies issued bty con=-
s‘l:i“g firms desiznated by the Commission”
3GC in conjuncticn with the EDC could
reccnme“¢ toc the Commission that NRC emplcoyees
be "ranibi:ed from ocwning security interests
n certain censulting firms., Because
fin *cial information is not available in
many cases, reccmmendations weculd not te
sased on firm criserie such as $20 millicn
dollars or more derived annually from nuclear
sonsulting, or that nuclear activities grovide
the firm with 20 percent or more 2 the
#4wnts annual income. Instead, 1t will De
based on staff Judgments, derived {rom exper-
ience, on what are the major nuclear zonsult-
ing firms, This process would necessarlly be
somewhat arbisrary, However, it has v

.
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overriding benefit of prohibiting employees
from ownins security interests in the majce
consulting firms.,

Nuglear Utilities

Under the proposal submitted to employees

£ r comment, employees would te prchibited
from owing stocks in a utility from the time
the utility filed an application fer a con-
struction permit until the plant was decom-
missioned. In drawing up our proposal, we
forgot about the possibility *-at a utility
might file an aprlicatiocn seening an early
site review pricr to filing an application
for a construction permit. Because of the
substantial staff efforts that would be
devoted to the early site review and because
filing such an application would be such a
strong indication that the utility is con-
templating entering lnto the commerclal
nuclear field, 0GC is recommending that the
security ownership prohibiticn be extended
to utilities who file applications for early
site reviews.

Time Lo Divest Securities

OGC believes NRC employees shculd te glven
365 days rather than the prcposed 120 days
to divest themselves of securities interests
frem the time they first appear ¢n the ©ro-
Ribited list. We believe employees should
be glven two tax years so that the emgloyes
has the copporstunity to mitigate to scme exte
the %ax conseguences of the forced divestl-
ture. This recommended agprcach 1is
supportable tecause under zne of cur ather
reccmmendaticns employees would nct Te ter-
mietad to work on matters affeccing an entic
sn the proscribed list untll the smployes
had scl? the prohibited security interest,
ACC belieoves that the Commission gains 1Ittl
frem a conflict ¢f interest gperspective by

b
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limiting the divestiture period to 18C days,
but gains much in affording man; employees
70 have accerted government employment at

& financial sacrifice the cpportunity to
minimize adverse tax consequences.

Reduce the 37500 de minimis rule to $1000

As 0GC noted in SECY 78-682, ADM, NRR, 0SD,
and CON all believe that the 27500 de
minimis rule should be retained. Thelr main
argument is that in inflaticnary times
$7500 1s a limited sum. Several c¢mployees
submitted comments supporting that view.
0GC cocntinues tc believe that a $10C2 rule
is Justified. TUnder the Ethics in Guvern-
ment Act a $1000 or $5000 rule is required
for the effective administrative enforce-
mert of the Commission's regulations. Of
these two figures, we believe $1000 should
be adcpted because $5000 to some emplayees
may represent a substantial portion of
thelr stock portfolio or liguid assets.
This full argumentation behind this recom-
mendation is set forth in great length in
SECY 78-682 and will not be repeated here.

ggen Commission Meeting to Discuss This
Proposal

Several employees, in addition to the NTEU,
have requested that the Ccmmission held an
cpen meeting to discuss these security
ownership propcsals with employees before
adopting a final rule. OGC believes that
there is some merit in this preoposal L1 the
Commissicn desires tc prohitit employees
frem swning securities in all consulting
firms. As noted earlier, there is strong
opposition to that proposal and the Commise
sion may wish an cppertunity te recelve
first=-h2nd amployee comments on the progesed
approach. However, If the Cocmmlission daclides
to Selete that pars of the proposed Tule or
madify it to include cnly those firms

L

N
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designated by the Commission, CGC does not

Believe an open meeting is required (excert
fo» an affirmation vote) because virtually

all of the major employee complaints weculd

have bteen resolved.

That the Commission apprcve the enclosed
Federal Reglster notice which contains the

text of a final rule. Public comment 1s not
required under the Administrative Procedure

Act because this i1s an internal personnel
matter. Prompt Commission action 1is

requested becauce OGC would llke to have the
rule in effect by July 1, the date NRC
employees GS-13 to 15 are requested to fill

out their annual confidential statement of
employment and financilal interests. Because

we are recommending the lowering of the de
minim?- =ule to $1000, it is important that

the rule be in effect by then so that

employees can bde requested to list all

security interests exceeding 31000. Presently,
only those abcve $7500 are 1 ;ted. Thus,

OGC coculd inform employees what matters
may not work cn based on the new rule.
makes little sense to have employees list
only those interests exceeding $£7500 and
then shertly thereafter reduce that limilt

to $1000. Under the Ethics in Government
Act, after the Commission approves the final
rule, we must alsc send !

N - ~ o o
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Commissioners' comments or consent should be provided directly to the Office
of the Secretary by c.o0.b. Friday, May 25, 1379.

Commission Staff Office comments, if any, should be submitted to the
Commissioners NLT May 18, 1979, with an information copy to Cix i et
of the Secretary. If the paper is of such a nature that it requires
additional time for analytical review and comment, the Commissicners and
the Secretariat should be apprised of when comments may be expected.

This paper is tentatively scheduled for affi'mation at an Open Meeting
during the Week of June 4, 1979. Please refar to the appropriate Weekly
Commission Schedule, when published, for a specific date anu time.

DISTRIBUTION
Commissioners

Commission Stafr Siiices
Exec Dir for Operations
Regional Offices

ACRS

ASLBP

ASLAP

Secretariat
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Enclosure 1

Summary of Employee Comments and CGC Respcnse Thereto

Pour employ2es argued that the Commission lacks legal
authority to prohibit its employees from owning certain
securities. O0OGC believa2s that Section 161(p) of the
Atomic Energy Act, which autherizes the Commisslon ©9
enact such regulations as may . necessary to carry out
the purpeses of the Act, provides sufficlent legal
authority.

One eaployee supported the ccncept of providing employees
with a list of prohibited securities, and also exempting

many Commission employees below the GS-13 level from the

security ownership restrictions.

Three employees did not telieve the Commission should
include spouses and other members of the employee's house=-
held from cwning certain securities. OGC belleves that

1f spouses and other members of the household are not
covered, the employee will transfer prohibited security
interests to those individuals, making the rule a cham.

Two employees argued that the Commission shculd not
prohibit its employees from owning security interests in
fuel cycle licenses. This issue is addressed in tre cover
memorandum and also in SECY 78-€82.

Four employees objected to the inclusicn of Union Carbide
sn the prohibited list arguing that operation of a uranium

mill constituted a small fraction of the corporaticns
activities. The Chairman cf the ASLBP stated that a
Union Carbide prohitisicn weculd have an adverse affect
upon four part-time members of the Licensing Scard.

My, Yore's letter is included in this enclesure., This
1gsue is discussed in the cover memorandum.

Thirteen employees had comments sn the proposed list of
consulsing firms that NEC emplcoyees would be prchiticted
from owning. This issue is addressed In the cover
memorandum and SECY T3-£%22.

Three emplcoyees reguested that the Commissicn schedule
an open meeting to discuss the Lissues raised By the
propesed final rule Before the Tommission 22ts upon tne
AGC pesommendatisns. These employees would llke o
address “he Ccmmissisn. The NTEU also crally informed
AGC that it would like an open meeting. This 1ssue Is
discussed in the cover memorandum.

It
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Six employees, plus the NTEU, disagreed with the proposal
to lower the $7500 de minimis rule to $1000. This issue
1s briefly di:.ussed in the cover memorandum and at
length in SECY 78-682.

Four employees, plus the NTEU, belleve that employees
should be given mecre than 180 days to divest themselves
of prohibited securities. Thi:s lssue is addressed in
the cover memorandum and in SECY 78-532.

One employee argued that new employees should be given
more than 30 days after commencement cof NRC employment
to sell prohibited security interests. OGC belleves
that employees have sufficient time as employees are
notified of the security ownership prohibition before
they accept employment. It frequently takes employees
several months to obtain a security clearance and this
added to the thirty days should be a sufficient
divestiture pericd.

One employee, plus the NTEU, complained abcut the tax
consequences that may arise from a forced dlvestiture.
0GC has discussed this matter with the Internal Revenue
Service and, unfortunately, there i3 little the Commis-
sion can do to mitigate the tax consequences.
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