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PRINCIPLES OF GOOD REGULATION i
'

i
The NRC adheres to the following Principles of Good Regulation: j

INDEPENDENT. Nothing but the highest possible standards of ethical per- i
formance and professionalism should influence regulation. However,inde-

1

pendence does not imply isolation. All available facts and opinions must be j
sought openly from licensees and other interested members of the public. i

The many and possibly conflicting pulilic interests involved must be consid- ;

ered. Final decisions must be based on objective, unbiased assessments of |
all information, and must be documented with reasons explicitly stated.

'

OPEN. Nuclear regulation is the public's business, and it must be transacted

publicly and candidly. The public must be informed about and have the op-
portunity to participate in the regulatory processes as required by law. Open i

channels of communication must be maintained with Congress, other gov- ;
ernment agencies, licensees, and the public, as well os with the international j
nuclear commumty.

EFFICIENT.The American taxpayer, the rate-paying consumer, andlicens- !

ces are all entitled to the best possible management and administration of {
regulatory activities. The highest technical and managerial competence is !

required, and must be a constant agency goal. The NRC must establish !

means to evaluate and continually upgrade its regulatory capabilities. Regu- :
latory activities should be consistent with the degree of risk reduction they
achieve. Where several effective alternatives are available, the option which .

minimizes the use of resources should be adopted. Regulatory decisions
!

should be made without undue delay. :

CLEAR. Regulations should be coherent, logical, and practical, There
s hould be a clear nexus between regulations and agency goals and objectives !

whether explicitly or implicitly stated. Agency positions should be readily
understood and easily applied. i

,

'

RELIABLE. Regulations should be based on the best available knowledge
from research and oparational experience. Systems interactions, technolog-
ical uncertainties, and the diversity of licensees and regulatory activities

,

must all be taken into account so that risks are maintained at an acceptably ;

low level. Once established, regulation should be perceived to be reliable '

and not unjustifiablyin a state of transition. Regulatory actions should al- '

ways be fully consistent with written regulations and should be promptly, i

fairly, and decisively administered so as to lend stability to the nuclear op- |
erational and planning processes. |

The effective regulation of user; of nuclear materials requires constant vigilance
and faithful adherence to these basic principles. *

I
!
1

!
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MESSAGE FROM THE CHIEF FINANCIAL OFFICER

I am pleased to issue the financial statement for fiscal year 1993 as required by
the Chief Financial Officers (CFOs) Act of 1990. This financial statement in-
cludes an overview of the NRC, the audited principal financial statements and
audit reports, and supplemental financial and management information.

The Nuclear Regulatory Commission (NRC)is committed to ensuring adequate
protection for the public health and safety, common defense and security, and
the emironment in the civilian use of nuclear materials in the United States. I J

continue to believe that sound financial management, an integral part of regula-
tory management, will improve the efficiency and effectiveness with which the l

'

NRC carries out its regulatory mission. Program and financial managers, work-
ing in partnership using modern management techniques and an integrated fi-
nancial management system, will enable the NRC to make decisions and mea-
sure performance to achieve desirable outcomes and real cost effectiveness.

The audit report on the FY 1993 principal financial statements reflects the prog-
ress that has been made towards correcting previously reported problems. Dur-
ing FY 1993, improvements were made to financial management practices, fi-
nancial systems, and quality of data available to evaluate NRC activities. We
have also increased the efficiency and effectiveness of our program financing,
with the results being reduced budgets. However,I continue to be aware of the
need for further improvements to reach the level of financial management emi-

| sioned by the CFOs Act. Achievement of these goalsis a high priorityof mine,as
well as of senior management throughout the agency.

|

|

/
MyO

mes M. Taylof'

f Chief Financial Officer

!,!

<
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INTRODUCTION 7

*

The U.S. Nuclear Regulatory Commission (NRC) is an independent regulatory
agency of the Federal Government that was created by the Energy Reorganiza-
tion Act of 1974, as amended. That Act, along with the Atomic Energy Act of )

1954, as amended, provides the foundation for the regulation of the nation's ci- ;

vilian uses of nuclear materials.
.

NRC MISSION
'

The U.S. Congress has determined that the safe use of nuclear materials for
peaceful purposes is a legitimate and important national goal. Consistent with
this goal, the NRC's mission is to ensure adequate protection of the public
health and safety, the common defense and security, and the em>ironment in the

'

use of nuclear materials in the United States.

The NRC's scope of responsibility includes regulation of commercial nuclear
power plants; research, test, and training reactors; fuel cycle facilities; medical,
academic, and industrial uses of nuclear materials: and the transport, storage,
and disposal of nuclear materials and wastes. The NRC carries out its mission
through a system of licensing and regulatory activities that includes: ;

D licensing the construction, operation, and decommissioning of nuclear
reactors and other nuclear facilities, such as nuclear fuel fabrication .

facilities, uranium enrichment facilities, and nonpower test and research
reactors;

-

a licensing the possession, use, processing, handling, and export of nuclear
material;

,

a licensing the construction, operation, and closure of low-level radioactive
waste disposal sites and the geologic repository for high-level radioactive
waste;

*

a licensing nuclear reactor operators;

O inspecting licensed facilities and actisities;

O conducting research to provide independent expertise and information for ;
;making timely regulatory judgments and for anticipating problems of

potential safety significance;

a developing and implementing rules and regulations that govern licensed
nuclear activities; and ;

'
D collecting, analyzing, and disseminating information about the operational

safety of commercial nuclear power reactors.

,

1
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NRC ORGANIZATION AND LOCATIONS

The NRC is headed by five Commissioners nominated by the President and
confirmed by the Senate for five-year terms. One of them is designated by the
President as Chairman, serving as the principal executive officer and official spo-
kesperson of the Commission. The staff, headed by the Executive Director for
Operations (EDO), carries out the policies and decisions made by the Commis-
sion.

The Chairman, with the approval of the Commission, designated the NRC's
EDO as the Chief Financial Officer (CFO). The EDO/CFO is the chief operat-
ing and administrative officer of the NRC and has responsibility for the day-to-
day financial management of the Agency. The Deputy CFO/ Controller reports
directly to the EDO/CFO and assists in the financial management activities of
the Agency.

The NRC headquarters staff is located in Maryland. In addition to the head-
quarters staff, the NRC has four regional offices, located in Pennsylvania, Geor-
gia, Illinois, and Texas, as shown in Figure 1 in the Supplemental section. Also,
at least two NRC resident inspectors are located at each commercial nuclear
power reactor site in the nation.

SOURCES OF FUNDS

The NRC has two no-year appropriations, and funds for both are available until
expended. One appropriation is for Agency salaries and expenses and the other
is for the Office of the Inspector General (IG). The total NRC new budget au-
thority for Fiscal Year (FY) 1993 was $540.0 million, which consisted of $535.4
million from the Salaries and Expenses Appropriation and $4.6 million from the
IG Appropriation. Additionally, $40.7 million from prior-year appropriations
veas available to expend in FY 1993, the NRC accepted new reimbursable work
to be performed for others of $6.8 million and the General Services Administra-
tion (GSA) authorized $2.8 million to be expended from their appropriation for
the operation and repair of certain buildings occupied by the NRC. The sum of
all funds available to expend for FY 1993 was $590.3 million.

;

:
'
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New Budpt Authorlty $54d

Reimtnirsable Mork $6.8

Budyt Authority Dom hior Years $40.7

CSA Transfer $2.8

Total Funds
Available
$590.3M

The Omnibus Budget Reconciliation Act (OBRA) of 1990 requires NRC to re-
cover approximately 100 percent of its new budget authority, less the amount
appropriated from the Department of Energy (DOE) Nuclear Waste Fund, by
assessing license and annual fees. For FY 1993, $21.1 million of the $540.0 mil-
lion in new budget authority was appropriated from the Nuclear Waste Fund,
resulting in $518.9 million to be recovered through fees.

The NRC's assets, other than appropriated funds, are limited. Capitalized per-
sonal property is limited to typical office furnishings, personal property acquired
by contractors with NRC funds, nuclear reactor simulators, computer hardware,
and off-the-shelf as well as customized computer software. The NRC has no real
property, loan, or loan guarantee programs.

FINANCIAL PERFORMANCE

FINANCIAL CONDITION OF THE NRC

As of September 30,1993, the financial condition of the NRC is sound with re-
spect to having sufficient fu..e to meet program needs and sufficient control of
these funds to ensure that our obligations do not exceed budget authority. The
Statement of Financial Position shows a net position (assets minus liabilities) of
$219.5 million. Because of the nature of NRC programs and sources of funds,
NRC has no material contingent liabilities. Consistent with the requirements of
OBRA, the NRC collected 97.7 percent ofits new budget authority excluding the
amount appropriated from the Nuclear Waste Fund.

|
,
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Overview

USES OFFUNDS BYFUNCTION

As previously stated, the total budget authority available for use by the NRC in
FY 1993 was $590.3 million. Of that amount, the NRC incurred obligations of
$536.6 million with 48 percent used for salaries and benefits; 33 percent used to ;

obtain technical assistance for the NRC's principal regulatory programs and to i

conduct confirmatory reactor safety research; and 19 percent used for adminis- i

trative expenses (e.g., building rentals, transportation, printing, security ser-
vices, supplies, office automation, and training), staff travel, and reimbursable |

work. The remaining $53.7 million in budget authority that was not obligated in
FY 1993 will be available to fund critical needs in FY 1994.

Salaries and Benefits $257.6

\

- GSATransfer $2.8

Reimbursable Work $2.6

Administrative Support $80.6

Program Support $177.8
Travel $15.2

Total
Obligations
$536.6M

FEES AND ACCOUNTS RECEIVABLE

The following chart shows the amount of new budget authority estimated to be
collected (100 percent less amount appropriated from the DOE Waste Fund)
and the amount collected in FY's 1991 through 1993.

Budget Amount to Be
FY Collected (Millions) Actual Collected (Millions) Percent

1991 $445.3 $438.6 98.5

1992 $492.5 $489.3 99.4

1993 $518.9 $507.1 97.7

4
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i

An increase in accounts receivable resulted from implementing OBRA. As of
September 30,1993, NRC total accounts receivable, before the $6.0 million al-
lowance for uncollectible accounts, was $74.1 million, of which $74.0 million
was fee-related, as shown in the chart below. The remaining $0.1 million in ac-
counts receivable is classified as either employee-related accounts receivable or
other accounts receivable.

M J Fes-Relitsd %s60sntsiR; ;sceivsbislM. . , :Le:-
$55NININM$NWE'- M" u..a,wxN$$$$$7

v > .n.. v + v;a> m .. a- ~~--vv- '

: wrw a "-

F@RslitstMiP iTNAid5E$b^ $INilusiidsw e:RiR h w. w fie e ~E
g ;s e m pi:A -;;j@d ;B@% gW@w=%gw R

t

Current 908 $54.1
Days Overdue: |
1 to 30 days 2,384 15.9
31 to 365 days 63 1.0
Over 365 days 687 3.0 ;

3.134 19.9

Total 4R $74.0

The accounts receivable that are overdue by fewer than 30 days result from FY
1993 annual fees, and many of these overdue accounts are expected to be paid
within 30 to 60 days after the end of the fiscal year. % resolve the overdue ac- 3

counts receivable and to deter late payment of fees in the future, the NRC is as-
sessing interest and penalties on overdue accounts, referring the accounts to a
debt collection agency, and revoking licenses after all past due notices are sent. ;

However, as shown in the Statement of Financial Position, the NRC estimates !

that $5.9 million of the accounts receivable are uncollectible accounts. These
uncollectible accounts include those for which NRC will grant an exemption
from the fee for good cause and those for which the licensee will refuse to pay
after the NRC exhausts its costeffective actions to obtain payment.

FUTURE FINANCIAL MANAGEMENT CHALLENGES

Since the passage of the Chief Financial Officers Act of 1990 (CFOs Act), the
- NRC has been aware of the need to improve its financial systems, procedures,

and operations and, more importantly, to increat.e management emphasis and
attention to sound financial management. Although NRC has improved its fi-
nancial management, additional improvements are needed to reach the level of
fmancial management envisioned by the CFOs Act. The preparation of this

i
|

|

5 |



_ . ,

Overview

financial statement, Office of Inspector General audits and assessments, and
internal financial management assessments have indicated a need for increased
awareness of the importance of financial management, improved financial man-
agement processes, and improved accountability. As a result of these assessments
and audits, the NRC identified four material weaknesses. Progress has been made
to resolve these weaknesses as discussed in the Supplemental section. The NRC is
committed to a continuing examination ofits financial management controls to de-
termine financial risks and vulnerabilities and to correct any weaknesses.

At the beginning of FY 1993, the NRC implemented a proprietary financial sys-
tem, the Federal Financial System (FFS), through a cross-senicing arrangement
with the Financial Management Service of the Department of the Treasury. The
FFS has already proved to be an effective and flexible core financial system in
that its highly integrated nature has significantly facilit.ited certain accounting
reconciliations and eliminated the need for other reconciliations.

Integration of other financial data into FFS (e.g. fee data) will occur in the fu-
ture. Emphasis is being placed on improved program management-centered
reports for offices use in managing their programs.

LIMITATIONS OF PRINCIPAL STATEMENTS

The principal statements have been prepared to report the financial position and
results of operations of the NRC, pursuant to the requirements of the Chief Fi-
nancial Officers Act of 1990. While statements have been prepared from the
books and records of the NRC in accordance with the formats prescribed by
OMB, the statements are different from the financial reports used to monitor
and control budgetary resources which are prepared from the same books and
records. The statements should be read with the realization that they are for a
sovereign entity, that unfunded liabilities reported in the principal statements
cannot be liquidated without the enactment of an appropriation, and that the
payrnent of allliabilities other than for contracts can be abrogated by the sover-
eign entity. Other limitations are included in the footnotes to the principal state-
ments.

PROGRAM PERFORMANCE

This section highlights key aspects of the NRC's programs, including perform-
ance measures that are required by the CFOs Act of 1990. A more complete
description of programs and activities can be found in the NRC's Annual Report
that is required by the Energy Reorganization Act of 1974. The program per-
formance measures are related to outcomes such as safety effectiveness, outputs
such as inspection effort, and timeliness of actions. The resources for these pro-
grams. as described in the NRC Five-Year Plan (FYP), are included in the
Supplemental Financial and Management Information section.

6
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NRC'S FIVE-YEAR PLAN

The FYP is the foundation of the Agency's planning, programming, and budget-
ing process. The FYP, which is updated annually, provides the basis for future
budget submissions to OMB and the Congress and for assessments of the NRC's
progress in achieving its goals. Throughout the year, the NRC evaluates
mandated program and budget adjustments, policy changes, new legislation,
workload changes, and the need for programmatic shifts. Changes approved by
the Commission are incorporated in the next update of the FYP. The overall
goals of the FYP are included in the following discussions of each Agency pro-
gram.

REACTOR SAFETY

The major goals of the NRC's reactor safety program are to -

o ensure that nuclear power plants and other licensed facilities are operated
safely and that licensees are adequately prepared to respond to accidents;

a ensure that nuclear power plants under construction are designed and
constructed properly and are ready for safe operation; and!

a prepare for future standard reactor design licensing and reactor license
renewal activities, including revisions to regulatory guidance and standard
review plans.

As of September 30, 1993, 109 commercial nuclear power reactors were i
licensed to operate at full power in 32 States. (Figure 2 in the Supplemental sec-
tion shows the location of nuclear power reactor plants in the United States.) i

These reactors generate about 20 percent of the nation's electricity. At the end
of the fiscal year, seven plants had a valid construction permit; however, con-
struction has been halted or deferred on five of these plants. The NRC received
no new applications for operating licenses or construction permits and issued no
construction permits in FY 1993. During FY 1993, one operating license was
issued and two plants were permanently shut down.

Review ofAdvanced Reactor Designs

The NRC has encouraged the nuclear industry to standardize nuclear power
reactor designs. The following chart shows the NRC's progress as of December
31,1993, in reviewing each accepted standard plant design application and ma-
jor industry generic requirements document by measuring the major staff output
documents [ Requests for Additional Information (RAI), Draft Safety Evalua-
tion Report (DSER), and Final Safety Evaluation Report (FSER)] against the
schedule milestones.

7
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EPRI EVOL - The NRC completed the FSER on the Electric Power Research Institute (EPRI) Utility
Requirements Document for evolutionary light-water reactors (LWRs)in December 1993, as scheduled.

ABWR -The NRC issued the FSER for the General Electric Nuclear Energy (G E) Advanced Boiling Water
Reactor (ABWR) to the Commission in December 1993, as scheduled.

SYS 80 + - Asea Brown Boveri-Combustion Engineering (ABB/CE) completed responding to open issues
identified in the NRC staffs DSER of the System 80+ design. The NRC plans to issue the FSER for the
System 80+ design to the Commission in March 1994.

EPRI PASS. - The NRC staffissued the FSER on the EPRI Utility Requirements Document for passive
DVRs to the Commission in August 1993. The final publication of the FSER has been delayed from the
November 1993 schedule date to August 1994.

AP-600- Westinghouse completed its application for design certification of the AP600 design as required by
10 CFR Part 52 in December 1992. The NRC staff completed issuing RAls on the initial application mforma-
tion and continues to issue RAls as a result of vendor / staff interactions.

SBWR - GE completed its apphcation for design certification of the Simplified Boiling Water Reactor
(SBWR) design as required by 10 CFR Part 52 in May 1993.

Licensing Actionsfor Operating Power Reactors

Either routine activity or unexpected events at a nuclear facility can result in a
need for licensing actions by the NRC. During FY 1993, the NRC completed
about 1,380 licensing actions for operating power reactors. Over 90 percent of
the actions in inventory are plant-specific amendments reque:sted by licensees;
the balance are the result of NRC-imposed requirements. The totallicensing

8
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action inventory has increased slightly from 1,143 licensing actions at the end of
FY 1992 to 1,187 under review at the end of FY 1993.

Age of Licensing Actions
Fiscal Year End 1993

1,000
Age (Years) 0-1 1-2 23 >3

838
Goal >80% <15% <5% 0%c

800 --N
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b 600 -->
o N

400 --

'

200 - -

O """

< 1 Year Old 1-2 Years Old 2-3 Years Old > 3 Years Old

Age

The NRC has established goals to control the size and age of the licensing action
inventory. These goals call for 80 percent of these actions to be one year old or
less,95 percent to be two years old or less, and all actions to be no more than
three years old. The chart above shows the age oflicensing actions at the end of
FY 1993.

Although the NRC has not reached its goals for aging, steady progress has been
realized in reducing the number of older actions in the licensing action invento-
ry. From the first year of measurement in 1989, the percentage oflicensingac-
tions more than three years old has dropped from 23 percent to 2 percent. Im-
provement has been made in all other categories as well. At the end of FY 1993,
over 70 percent of the licensing actions were one year old or less (compared to
less than 62 percent at the end of FY 1992),91 percent were two years old or less
(compared to less than 84 percent at the end of FY 1992), and 98 percent were
three years old or less. As the following chart shows, the median age of

9
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the licensing action inventory has also decreased over time. This results from the
NRC's efforts to complete actions in a more timely man tr.

1

LICENSING ACTIONS
MEDIAN AGE OF INVENTORY

I 14
12.7,

I 12 --- Tt2

1989 1990 1991 1992 1993

Fiscal Year

Inspection Activities

A basic element in the NRC reactor regulation program is the inspection ofli-
censed reactor facilities to determine the state of reactor safety, confirm that op-
erations are in compliance with the provisions of the license, and ascertain
whether other conditions exist that have safety implications serious enough to
warrant corrective action. The NRC's reactor inspection program encompasses
all applicant and licensee activity completed in connection with the construction
and operation of nuclear facilities. Most inspections are dedicated to operations
at the 109 operating plants, while a fewinspections are of the facilities with con-
struction permits.

10
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DIRECT INSPECTION ACTIVITY
Actual vs. Planned
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The NRC assigns at least two resident inspectors to each operating reactor site.
The resident inspectors concentrate on day-to-daylicensee operations, follow-

_

'

up of events, licensee management, and staff performance. Region-based and
NRC' headquarters inspectors supplement the activities carried out by resident
inspectors through a variety of program and technical inspections that afford an
in-depth look at licensee operations.

In FY 1993, the overall direct inspection effort exceeded the planned hours for
inspection at reactors in operation. The chart above shows the use of allocated
inspection resources in direct inspection activities by resident and region-based
staff. Direct inspection effort in FY 1993 was approximately 305,000 hours,
which was two to three percent greater than the hours that were planned.

Licensee Safety Performance

Safety of operation is the responsibility of NRC licensees. Regulatory oversight
of licensee safety is the responsibility of the NRC. The safety performance of
licensees is partially a reflection of the NRC's performance; however, it is not i

possible to isolate the causal relationship or a specific set of factors that directly
link the NRC's performance to licensee performance. Safety performance J

|
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indicators and accident sequence precursors reflect the collective results of the
efforts of the NRC and the nuclear industry. Certain trends in industryperform- 1

ance reinforce that the NRC is accomplishing its mission of protecting the public
health and safety.

There are seven approved indicators ofindustry safety performance: automatic !

scrams; safety system actuations; significant events; safety system failures; forced i

outage rate; equipment-forced outage rate; and collective radiation exposure.
(An eighth indicator, cause codes, is used to measure trends in plant-specific
programmatic areas, but is not used for industry average trends.) These indica-
tors, as a set, have demonstrated a correlation with licensee performance. More )
specific information about performance indicators is provided in the Supple-
mental section.

The general trend of the set of industry safety performance indicators has been - ;

toward improved industry performance, although smaller changes have been ;

observed in recent years. The improvement is largely in response to forces set in !

motion by the NRC and industry after the accident at Three Mile Island Unit 2 ,

i(TMI).

Accident sequence precursors provide the NRC with insights into and improved
understanding of operational experience by providing a risk perspective of reac- i

tor events or conditions. This is accomplished by determining a conditional core
damage probability (CCDP) or probabilistic estimate of how close the plant was i
to core damage during an event; or the probability of core damage with an as-

'
found condition, such as a safety system found to be inoperable.

'

The annual sum of CCDP decreased between 1985 and 1992; however,1990 and

1991 show an increase over 1988 and 1989. Events with a CCDP in the 0.01 to
0.001 range have been infrequent in recent years, and the apparent increase in

'

the sum of CCDPs in 1991 is the result of a single event. Additionalinformation
about accident sequence precursors is included in the Supplemental section.

MATERIALS SAFETY

The major goals of the materials safety program are to -

a ensure that current and future uses and transportation of nuclear and
radioactive materials are safe and have adequate safeguards; and

u ensure that high-level and low-level nuclear waste and uranium mill
tailings are safely managed and disposed of.

Approximately 22,000 licenses are issued for medical, academic, and industrial
uses of nuclear material. About 30 percent of these materiallicenses are admin-
istered by the NRC. The remaining licenses are administered by the 29 states

12 ;
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that, through a formal agreement with the NRC, have assumed regulatory re-
sponsibility over byproduct and source materials and small quantities of special
nuclear material. The 29 Agreement States are shown in Figure 5 in the Supple-
mental section.

The NRC also licenses and inspects all commercial nuclear fuel facilities in-
volved in the processing and fabrication of uranium ore into reactor fuel. Ten
major facilities were licensed to operate in nine states at the end of FY 1993.

Materials Licensing

In FY 1993, the NRC completed over 4,600 licensing actions for materials users,
which were comprised of approximately 370 new licenses,3220 amendments to
licenses, and 1090 were for license renewals.

Materials Licensing Reviews
Timeliness

Fiscal Year
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, 180 -I,
e' 160 -4,
y 140 -4,
j 120 -d,
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Z 80 -t .
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3947 - 445' 4 56 3585$ 40 -a
,

,

--

4 e

/ / ,'

90 91 92 93

Number c,f Completions

ONew Apps. & Amendmis. BRenewats

The average time required to r view the over 4,600 new, amendment, and
renewallicenses for byproduct materials is shown in the above chart. The aver-
age number of days required to complete materials license reviews has been
within the NRC's timeliness goals and renewals are slightly higher than the prior
three years due to the complexity of some of these reviews.
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In FY 1993 the NRC also completed 120 licensing actions involving fuel cycle
plants, facilities, and spent fuel issues and about 370 sealed source and device
reviews.

The NRC's goal is to complete 80 percent of new applications and license
amendments for byproduct materials licenses within 90 calendar days after their
receipt and the remainder within 180 calendar days. The goal for renewal appli-
cations is to complete 80 percent within 180 calendar days and the remainder |
within one year. Unique and complex technical reviews (dermed by the NRC)
are expected to take more time to complete. The following chart shows the num-
ber of backlogged cases at the end of each of the past four fiscal years. Back- j

logged cases denote new applications and license amendments that are pending
completion for more than 90 days and renewal applications pending completion
for more than 180 days.

1

Materials Licensing Reviews i
'

Backlog

|
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As the above chart shows, the NRC decreased backlogged materials license re-
views by about 45 percent in FY 1993. The decrease was the result of additional
resources being applied to address the backlogged licensing resiews.
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Materials Inspections

The NRC staff completed about 2,400 inspections of materials facilities in FY
1993, which exceeded the planned number ofinspections by four percent. Over
the last three years, the number of material licensees has declined; therefore,
fewer materials inspections are planned and performed.

Materials inspections

3,500
t ,

3,000 -
-

__ ,

? Ii1iE
89 90 91 92 93

Fiscal Year

2: Planned @ Performed

Medical Use Program

The NRC administers approximately 2,000 licenses for the possession and use of
byproduct materials for medical applications, and the Agreement States admin-
ister approximately 4,500 licenses. In an effort to provide improved guidance
and direction for the medical use regulatory program, the NRC developed and
implemented a medical management plan. The plan identifies major program
areas such as misadministration and patient follow-up, rulemaking, licensing
and inspection programs and provides management direction for the program
over the next five years. The NRC conducted an internal audit to determine how
the Agency is implementing existing programs and the results of this review were
included in the development of the medical management plan. The NRC antici-
pates that the medical management plan will be dynamic and will require peri-
odic review and modification to adjust for new initiatives. In addition, at the
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request of the NRC, the National Academy of Sciences is conducting an inde-
pendent review of regulatory rules, policies, practices and procedures to assess
whether the NRC's current framework for medical use of byproduct materials is
appropriate to satisfy statutory responsibilities to protect the public health and
safety.

Transportation Incidents

Approximately three million packages containing radioactive materials are
shipped each year, and estimates are that 200,000 of these are shipped in NRC-
certified packaging. Because NRC-certified packaging is designed to withstand
severe accidents, the likelihood of a release occurring is minimal. This is sup-
ported by the following chart. One incident has been identified in the past 21
yearsinvohing a release of a radioactive source from an NRC-certified packag-
ing. This occurred in FY 1988 when a radiography camera fell from a truck and
was struck and dragged by an automobile.

^ N L _$$ ' M US N M N IH @ NS$ ~4 d > '

I ?b5|WM;i,S2&kh]s!hNYk| |W$ bW $$k b&1
@@g T' ^ j1989) y1990j (1991] |1992) y1993g

Incidents Involving 4 3 11 1 5

NRC-Certified Packaging

Releases Involving 0 0 0 0 0
NRC-Certified Packaging

Remediation ofLicensed Uranium Recovery Sites

At the beginning of FY 1993, there were 28 licensed uranium recovery sites that
remained to be remediated. For FY 1993,it was projected that no licensed ura-
nium recovery site would be remediated to the point at which the licensee would
request license term;. nation. During FY 1993, one license was terminated and
the site was released for unrestricted use. With this termination,16 sites have
been remediated since 1986. The remaining twenty-seven sites are either un-
dergoing remediation or will begin remediation sometime in the future follow-
ing completion of operations.1

'During the period from I~Y 1986 through FY1992, there were a total of 43 sites to be remediated. Ilowever,in IY1992,it
was reported that 34 licensed uranium recovery sites were to be remediated, which excluded nine in-situ and heap leach
facilities which should have been included in the total number of licensed uranium recovery sites. In addressing the entire
population of licensed uranium recovery sites,it was determined that all licensed facili$!c: should be included. Herefore,
at the end of FY 1993, a total of 16 of the 43 sites had been remediated.
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The remediation of sites by fiscal year is shown below.
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Site Decommissioning Management Plan

Several hundred NRC materials licenses are terminated each year. The majority
of NRC-licensed operations result in little or no contamination of buildings or
soil, and decommissioning actions leading to the termination of these licenses
normally proceed in a routine fashion. Nonroutine cases may involve sites
where buildings, former waste-disposal areas, large piles of tailings from metal
extraction operations, groundwater, and soil are contaminated with low levels of
uranium, thorium, or other radionuclides. These nonroutine cases present vary-
ing degrees of radiological hazard, remediation complexity, and associated cost.

The Site Decommissioning Management Plan (SDMP), which encompasses
these more difficult sites,is used to ensure that gencric and case-by-case issues
affecting the timely decommissioning of these contaminated sites receive the ap-
propriate level of management attention. There are currently 45 sites on the
SDMP list; although four sites were planned for remediation, only one site was
removed in FY 1993. The remediation and removal of sites from the SDMP
have been delayed by policy issues and technical problems related to cleanup.
Many potential impediments in the decommissioning process may be unfore-
seen when planning for release of sites from the SDMP list, which makes it diffi-
cult to establish a timetable for the release of these sites.
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'HIGH-LEVEL NUCLEAR 11ASTE REGULATION PROGRAM

The High-Level Nuclear Waste Regulation Program includes all of the NRC's
public health and safety licensing, inspection, and emironmental reviews for the
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safe management and disposal of high-level radioactive wastes; research to as-
sess the safety of high-level waste management, storage, and disposal;indepen- ,

dent safety advice on NRC regulatory actions; and the use of the Licensing Sup- !

port System for the submission and management of documents in the repository
licensing process.

Compliance Determination Strategies

The NRC is developing a License Application Review Plan (LARP) to be used
by NRC staff to review DOE's license application for a high-level waste reposi-
tory and to use in prelicensing reviews of DOE's site characterization program. )

A component of the LARP is a Compliance Determination Strategy (CDS) |
which will establish the scope and depth of the NRC compliance determination I

review for each of the 96 regulatory requirement topics in 10 CFR Part 60," Dis- )
posal of High-Level Radioactive Wastes in Geologic Repositorics." In FY

'

1993, the NRC had planned to complete 84 CDSs and completed 81. The three
CDSs not completed in FY 1993 relate to the siting criteria requirements and
were delayed to clarify a regulatory uncertainty discovered during their prepara-
tion; they have since been completed in FY 1994.

DOE Study Plansfor High-Level Waste Repository

The DOE, in the Site Characterization Plan (SCP) for Yucca Mountain, laid out
its plans for investigation of the proposed high-level waste site. Investigations
are subdivided into studies, and details of those studies are laid out in 104 indi-
vidual studyplans. The NRC reviews each of these study plans as part of the SCP
to assess whether or not work proposed will impact the ability of the proposed
site to isolate waste or the tests proposed in the studyplan willimpact other tests
necessary to characterize the site. When warranted, NRC's reviews also proside ,

technical guidance to the DOE on whether the data collected under the study
plan will be sufficient for use in the repository license application. A review is

'

considered to be complete when the review results are provided byletter to the
DOE.

In FY 1993, the NRC had planned to complete the review of 25 DOE Study >

Plans and completed 22. The three reviews not completed in FY 1993 were sub-
sequently completed in FY 1994.

AGREEMENT STATE PROGRDi

The NRC administers agreements with 29 Agreement States to ensure that the
regulatory programs of these states are designed and implemented so as to pro- . ;

vide adequate protection of the public health and safety and in accordance with

18
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NRC requirements. In FY 1993, the NRC had planned to complete 14 routine
Agreement State program reviews and completed 13. The remaining review was ,

not completed until FY 1994 due to a number of complexissues which extended
the length of the resiew.-

REGULATORYRESEARCH

The primary goal of the NRC's research program is to ensure that research pro-
vides the sound technical bases for timely rulemaking and related decisions in
support oflicensing and inspection activities. As part ofits regulatory program, i

,

the NRC conducts research to provide independent information and expertise to -

support its safety decision-making and to assess the safety significance of poten-
tial technical issues. Research is generally planned and initiated in response to
needs of the licensing and inspection programs or directed in response to Com-
mission decisions. Priorities for research are determined by the overall value,
importance, and impact that the research findings may have in responding to
these program needs. Major research accomplislunents in FY 1993 include the
following:

Completed integral experimental testing to resolve the issue of direct con-
tainment heating (DCH) for Westinghouse large dry containments. DCH is
a potential mechanism for failing reactor containments during very severe
reactor accidents.

Developed interim fatigue design curves that account for environmental ef-
fects on fatigue life in the high-temperature environment of Light Water
Reactor cooling systems.

Developed a mechanistically-based model for predicting steam generator
tube failures and leak rates for degraded tubes under normal and main-
steam-line-break conditions.

Developed and field tested advanced probes for eddy current inspection of
steam generator tubes.

Conducted studies to identify environmental issues which could affect the
reliability of advanced (digital) instrumentation and control systems.

Developed probabilistic-risk-assessment-based reliability methods for
evaluating proposed changes to technical specifications governing the safe
operation of nuclear power plants.

Completed an examination and evaluation of the lower head of the TMI-2
reactor to identify and assess potential failure modes for reactor pressure
vessels.

,
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Completed the modification of the ROSA-V facilityin Japan t~ provide for
the independent confirmation of the performance of safety systems unique
to the design of an advanced pressurized water reactor (AP-600).

Entered into six research agreements with Eastern Europe in the areas of
severe accident research and thermo-hydraulic code exchange.-

GENERIC SAFETYISSUES

Generic Safety Issues (GSIs) involve safety concerns that may affect the design,
construction, or operation of all, several, or a class of reactors or facilities and
may have potential for safety improvements and issuance of new or revised re- ;

'quirements or guidance. During FY 1993, the NRC resolved seven high-priority
GSIs compared to six high-priority GSIs planned for resolution. Of these seven
high-priority GSIs, five were originally planned and two had their schedules ac-
celerated. One high-priority GSI, originally scheduled for resolution in FY
1993, had its schedule delayed to an unspecified future date.

NRC REGUIATIONS

The NRC establishes the rules that operators of nuclear facilities and users of
radioactive materials must follow. These rules are intended to protect persons
using radioactive materials and the general public from the potential hazards of
radioactivity. Many NRC regulations have been established or changed, as nec-
essary, based on the recommendations of the NRC staff. Members of the public
and interested organizations can also request changes in regulations. The views
of the public, the industry being regulated, and other interested parties are usu-
ally solicited before new rules or changes are adopted. In FY 1993, the NRC
projected publication of 17 rules but actually completed 22.~

RESPONSIVENESS TO THE PUBLIC'S SAFETY CONCERNS

All allegations are initially considered to have a potential effect on public health
and safety. Each allegation is reviewed to determine its safety significance and
the effect on health and safety. This performance measure was changed from an *

output to a timeliness measure for FY 1993, to increase its usefulness. The NRC
,

has established standards for closure of allegations. If a safety analysis is re-
quired but wTongdoing is not suspected, the standard calls for the allegation to
be closed within an average of six months from receipt. If both a safety analysis
and a wrongdoing investigation are required, because wrongdoing is suspected,
the standard calls for the allegation to be closed within an average of eighteen

'

months of receipt. An allegation requiring review outside the NRC (e.g. Depart- 1

ments of Justice or Labor)is not subject to these standards. The following chart
shows the mean time in months to close the two types of allegations for which
standards have been established.
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Mean Time to Close Allegations
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The NRC's mean time to close allegations has improved over the past four to
five years due to increased attention to case inventory management throughout
the NRC. In addition, the NRC investigative s:aff simplified the allegation refer-
ral procedures in mid-FY 1992; this has allowed the safety analysis and wrong-
doing investigation to be conducted concurrently. The slight increase in FY
1993 in mean time to close allegations requiring a wrongdoing investigation is
due to the transition to the new allegation referral procedures.

ENFORCEMENT

The NRC's enforcement program seeks to protect the public health and safety
by ensuring compliance with regulations and license conditions, obtaining
prompt correction in areas of noncompliance, deterring further noncompliance,
and encouraging improvement of licensee performance. Three primary en-
forcement sanctions are available: notices of violation; civil penalties; and or-
ders to modify, suspend, or revoke licenses.

The NRC ran',s violations according to their level of severity. Severity levels
range frorr. Geverity Level I for the most significant violations to Severity Level
V for Ihe least serious. Civil penalties are normally issued for violations of Sever-
ity Level III or higher.
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The average time to issue escalated enforcenant actions (Severity Levels I-III)
continues to be a performance measure. However, in FY 1993, the measure-
ment period for the issuance of these enforcement actions was modified. For
actions that do not involve an investigation, the measurement period begins on
the date of the inspection exit meeting. For actions that involve an investigation
but no referral to the Department of Justice (DOJ), the measurement period
begins on the date ofissuance of the report ofinvestigation. For actions that
involve an investigation and referral to the DOJ, the measurement period begins
on the date that the DOJ informs the NRC that the NRC may proceed with the
actions. For actions that involve discrimination and Department of Labor
(DOL) proceedings, the measurement period begins when there is an appropri-
ate decision in the DOL process or sufficient evidence from NRC's processes to
support the actions.

Based on the defined measurement period, escalated enforcement actions are to
be issued within an average of no more than 90 days and this standard was met
for both FY 1992 and FY 1993. During FY 1992 the NRC issued 124 enforce-
ment actions in an average time of 75.1 days. The number of actions issued in
FY 1993 increased to 176 cases and the actions were issued in an average time of
78.8 days.

The following chart shows the amount of civil penalties assessed and the amount
collected in FYs 1989 through 1993. The amount of each civil penalty assessed
reflects the amount that the NRC ultimately decides is appropriate in each case
through its enforcement process or hearing process.

_ _ .
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1989 $4,896,825 $4,896,825 100.002

1990 $2,933,025 $2,925,265 99.74
~

1991 $2,724,873 $2,724,8732 100.00

1992 $4,630,815' $4,610,815 99.57

1993 $4,180,875 $4,178,557 99.94

8After hearing the licensees' arguments. the NRC subsequently refunded penalties paid in FY 1989 and FY 1991 in the
amounts of $125 and $417, respectively.

mis amount includes $20,000 for two cases that were withdrawn after further consideration following the licensees' re-
sponses.

22
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Principal Financial Statements and Audit Report

i

The NRC has prepared and audited a financial statement for FY 1993. The NRC
is a single reporting entity which includes the two NRC no-year appropriation
accounts and therefore covers 100 percent of NRC's budget authority. Informa-
tion outside the Principal Financial Statements section of this Annual Financial
Statement, has not been subjected to the auditing procedures rpplied in the au-
dit of the principal financial statements, and accordingly, no audit opinion is ex-
pressed regarding such information.

Following is the IG's audit report entitled, Results ofthe Audit of U.S. NRC's Fis-
cal Year 1993 Financial Statements, dated June 29,1994.

1
!
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#/ %, UNITf p STATES

[ ( ), NUCLEAR REGULA rORY COMMISSION
g j WAsmNGTON, D.C. 2EE

5., / June 29,1994

OFFICE OF THE
INSPECTOR GENERAL

,

|

MEMORANDUM FOR: The Chamnan
Commissioner Rogers
Commissioner Remick
Commissioner de Planque

hac.v u
FROM: David C. Williams

Inspector General

SUBJECT: RESULTS OF THE AUDIT OF U.S. NUCLEAR
REGULATORY COMMISSION'S FISCAL YEAR 1993
FINANCIAL STATEMENTS

Attached is the overall audit report of NRC's Fiscal Year 1993 fmancial statements. The
report consists of: a synopsis of the various individual audit reports which comprise the
overall report; the independent auditor's report on principal statements; the principal
statements; the independent auditor's report on internal control structure; and the independent
auditor's report on compliance with laws and regulations. Written comments on the report
section covering the internal control structure were obtained from the Chief Financial Officer
(CFO) and are included as an appendix to the contractor's reports. The CFO had no
comments on the other draft reports.

In the auditor's report on the NRC's Fiscal Year 1993 Principal Financial Statements, the
contractor issued a qualified opinion on the Statement of Financial Position, and the
Statements of Operations, Cash Flows, and Budget and Actual Expenses. The opinion was
qualified because of the inability of the contractor to determine whether NRC funds spent by
DOE at its national laboratories for NRC requested work were done so within applicable laws
and regulations. In addition, the Property, Plant and Equipment account was incomplete
tecause of the lack of historical records to fully support the pre-1992 Property, Plant and
Equipment values.

In the Repon on Internal Control Structure, the contractor identified conditions that existed
during fiscal year 1993 which needed to be addressed. Consequently, the contractor made six
recommendations for improving the internal control structure. In addition, an issue regarding
the DOE laboratory expenditures was reported in the Report on Compliance with Laws and
Regulations.

25



Principal Financial Statements and Audit Report

in commenting on the subject reports, the CFO has irdicated general agreement with the
reports. The CFO provided additional comments regarding the scope restriction and material
weakness caused principally by the lack of audit assurance from the DOE Inspector General
that funds spent on NRC's behalf by the DOE National Laboratories were done so in
accordance with applicable laws and regulations. These comments have been incorporated
into the reports as deemed necessary.

I

He CFO did not believe that the information contained in the Internal Control Structure
Report in the section entitled " Lack of Cooperation Between LFDCB and IRM" should be
reported. It is our opinion that since this issue is basically a repeat oflast year's finding
(problem with downloading of 10 CFR Part 170 Fee billing data), it should be reported. We
noted in the report that the Office of the Controller and the Office ofInformation Resources
Management recently agreed on actions to correct the problem.

We appreciate NRC staff's cooperation and interest in improving financial management within
NRC. We look forward to working with them when we audit the Fiscal Year 1994 principal
financial statements. I

l

Attachments:
As Stated

cc: J. Taylor, EDO/CFO
H. Thompson, EDO
J. Milhoan, EDO |

S. Clulk, SEC I

W. Parler, OC |

D. Rathbun, CA
W. Russell, NRR

fE. Jordan, AEOD
J. Blaha, EDO
J. Funches, ICC
P. Norry, ADM
R. Scroggins, OC/DCFO
P. Bird, OP
E. Beckjord, RES
R. Bernero, NMSS
T. Martin, RI
S. Ebneter, RII
J. Martin, RIII
L. Callan, RIV

i

r
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SYNOPSIS OF FY 1993 AUDIT
OF

NRC'S PRINCIPAL FINANCIAL STATEMENTS

The Office of the Inspector General (OlG) is required by the Chief Financial Officers Act to
audit the Principal Financial Statements of the U.S. Nuclear Regulatory Commission (NRC)
produced at the end of each fiscal year. OIG contracted with R. Navarro and Associates,Inc.
to perform an audit of the principal statements for the fiscal year ended September 30,1993,
including assessing the agency's internal control structure and compliance with applicable
laws and regulations. His year's audit was performed for the purpose of forming an opinion
on the Principal Financial Statements. %e information in the Overview of NRC's Financial
Statements and the Supplemental Information sections is not a mquired part of the Principal
Financial Statements, but is supplementary information required by the OIIice of Management
and Budget Bulletin 94-01. The information in the Overview of NRC's Financial Statements
and in the Supplemental Information section has not been subjected to the auditing procedures
applied in the audit of the Principal Financial Statements, and accordingly, we express no
opinion regarding this information.

The results of the audit of each major area are summanzed as follows:

Principal Financial Statements

The Contractor has issued a qualified opinion on the Statement of Financial-

Position as of September 30,1993. The qualified opinion resulted from a lack
of assurance regarding the Department of Energy's (DOE) compliance with
laws and regulations related to NRC funds paid to DOE for work performed at
DOE's National Laboratories under an interagency agreement between hTC
and DOE. In addition, there also was a scope restriction resulting from the
lack of historical records to support pre-1992 acquisitions noted in the Property,
Plant and Equipment-net account.

Internal Control Structure

The contractor reported two material intemal control weaknesses which had an-

effect on the financial statements: concem of funds spent at DOE's National
Laboratories and failure to bill licensees for 10 CFR Part 170 services in a
timely mann r.

ne contractor also reported one reportable condition. This concerned the need-

to formah the policies relating to capitahzation of Property, Plant and
Equipment. In addition, six recommendations were contained in the FY 1992
audit report. The agency has completed action on one recommendation and
partially completed action on two others. He agency has reported that it is
continuing work to address the remammg three.
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In the FY 1993 audit report, the contractor made six additional recommendations to unprove '

NRC's intemal control structure. NRC has agreed with the fmdings in the report and will i

provide specific comments on the recommendations at a later date. See the Appendix at the
end of the contractor's reports for the CFO's response.

1
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Irincipal Financial Statements and Audit Report

R.NAYARRO 2831 Camino DelRio South, Suite 306
San Diego, Cantomia 921088 ASSOCfATES,INC.

(619)293-8193centmto evauc accovursurs

i To the Commissioners
U.S. NUCLEAR REGULATORY COMMISSION
Rockville, Maryland

INDEPENDENT AUDITORS' REPORT
ON PRINCIPAL STATEMENTS

We have audited the acenmpanying principal statements of financial position of the U.S. Nuclear

Regulatory Commission (NRC), as of September 30,1993 and 1992 and the related principal

statements of operations and changes in net position, cash flows, and budget and actual

expenses for the fiscal years then ended. These financial statements are the responsibility of

NRC's management. Our responsibility is to express an opinion on these financial statements

based on our audits.

SCOPE

Except as discussed in the following paragraphs, we conducted our audits in accordance with

Generally accepted auditing standards, Govemment Auditina Standards. Issued by the Comp-

troller General of the United States, and Office of Management and Budget Bulletin 9346, Audit

Recuirements for Federal Financial Statements. Those standards require that we plan and

perform the audit to obtain reasonable assurance about whether the principal statements are free

of material misstatement. An audit includes examining, on a test basis, evidence supporting the

amounts and disclosures in these statements, including the notes thereto. An audit also includes

assessing the accounting principles used and significant estimates made by management, as

well as evaluating the overall statement presentation. We believe that our audits provide a rea-

sonable basis for our opinion.

Accounting principles are currently being studied by the Federal Accounting Standards Advisory

Board. Generally accepted accounting principles for Federal entities will be promulgated by the

Comptro!!st General and the Director of the Office of Management and Budget based on advice

from the Bocrd. In the interim, Federal agencies fo|;ow the applicable acccunting standanis con-
|

.

,

|
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tained in agency accounting policy, procedures manuals, and/or related guidance. The summary

of significant accounting principles included in the Notes to Principal Statements, Note 1, des-

cribes the accounting principles used by the U.S. Nuclear Regulatory Commission to prepare the

principal statements. These are in conformity with standards contained in Title 2 of GAO's Poliev j

and Procedures Manual for Guidance of Federal Aaencies.

j

l

SCOPE RESTRICTIONS \

l

Compliance with Laws and Regulations |
~ l

NRC's principal statements for the fiscal years ended September 30,1993 and 1992 include |
,

$97.3 million and $109 million, respectively, of reimbursable expenses incurred by the |

Department of Energy (DOE),which represents approximately 20% of the agencys totalexpenses

for each respective fiscal year. The funds were transferred under the provisions of the Energy

Reorganization Act (P.L 95-91) which are embodied in a Memorandum of Understanding (MOU)

between NRC and DOE dated February 24,1978. The MOU establishes guidelines for program

planning, implementation, control, funding, and management of NRC funds. The responsibility

to design, implement and eva!uate the system of controls to assure compliance with laws and

regulations rests with the Department of Energy.

Our assessment of compliance with laws and regulations, which could have a materialand direct

effect on the NRC financial statements, did not provide for a review of DOE's extent of compliance

with laws and regulations for the N RC funds DOE expended. Our assessment of compliance v,ith

laws and regulations over the funds transferred to DOE was limited to testing the controls

maintained at NRC over the disbursing and recording of these fund transfers.

Property, Plant and Equipment

Because of the lack of complete historical accounting records on the pre-1992 property, plant

and equipment with a net book value of $9,847,930 and $10,194,581, we were unable to form

an opinion regarding the amounts reflected for Property, Plant and Equipment-net (stated at

$32,264,759 and $34,031,343) on the Statement of Financial Position at September 30,1993 and

1992, respectively, and the related amount of depreciation, $10,500,724 and $8,763,847, included

on the Statement of Operations and Changes in Net Position at September 30,1993 and 1992,

respectively.

30
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:

OPIN10N

In our opinion, except for the effect on the principal statements of such adjustments, if any, as
'

might have been determined to be necessary had we been able to examine sufficient evidence

to satisfy ourselves as to the extent of compliance with laws anct regulations for funds transferred

to DOE, and the adjustments that may have been made to property, plant and equipment and

depreciation expense at September 30,1993 and 1992, the principal statements referred to in

the first paragraph present fairly, in all material respects, the financial position of the U.S. Nuclear ;
1

Regulatory Commission at September 30,1993 and 1992 and the results of its operations and

changes in not position, the cash flows and the status of budget to actual expenses for the fiscal (
years then ended in conformity with the accounting principles described in Note 1. !

!

Our aud'rts were conducted for the purpose of forrning an opinion on the principal statements

described above. We did not review the financial information presented in management's

overview. The information presented in the overview was reviewed by the inspector General.

Accordingly, we do not express an opinion on this information.

MM.

San Diego, Califomia
May 6,1994
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U.S. NUCLEAR REGULATORY COMMISSION
STATEMENT OF FINANCIAL POSITION

September 30,1993 and 1992

Restated

ASSETS 1993 1992

Financial Resources:

Fund balances with U.S. Treasury and
Cash (Note 2) $2G3,571,022 $209,338,472

Accounts receivable, not - non-Federal (Note 3) 68.145,706 63,115,761

Intragovemmentalitems:
Accounts receivable, Federal (Note 3) 1,165,535 692,567

Advances, Federal (Note 4) 1.338.?00 1.297.918

Total financial sources $334.221.463 1274.444.718

Nor>-Financial Resources:

Resources transferable to U.S. Treasury S 106,157 $ 14,738

Advances and prepayments, non-Federal (Note 4) 703.903 1,351,334

inventory not hek! for sale 726,603 765,000

Property and equipment, net (Note 5) 32 264.759 34.031.343

Total non-financial sources S 33.801.427 $ 36.162.415

Total assets $368 022 890 $310 607,133

LIABlUTIES

Funded Llab!!!tles:

Accounts payable, non-Federal (Note 6) S 22,919,866 $ 14,569.020

Accrued payroll a..d benefits (Note 7) 8,689,21B 7,363,252

Other funded liabilities, non-Federal (Note 8) 12,326,007 10,908.033

Intragovemmentalliabilities:
Accounts payable Federal (Note 6) 11,052,936 9,544,197

Other funded liabilities, Federal (Note 8) 67.907.582 61.645.846

Total funded liabilities $122.895.609 $104.030.348
|

|

The accompanying notes to the principal statements
,

are an integral part of this statement.

4
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U.S. NUCLEAR REGUI.ATORY COMMISSION
STATEMENT OF FINANCIAL POSITION - Continued

September 30,1993 and 1992

Restated

Unfunded Liabilities (Note 9): 1993 1992

Accrued leave $ 24,490,259 $ 22,888,672

|
Accrued workers' compensation 1.142.441 976.720

Total unfunded liab!!! ties $ PS.C3?.700 $ 23.8G5.392

Total 11ab!!Itles $148.528.309 $127.895.740

NET POSITION

Fund balance (Note 11) $245.127.281 $206,576,785
Loss: Future funding requirements (Note 12) (25.632.70J0 (23.865.392)

Total not position $219.494.581 $182 711.393

Total liabilities and not position $368 O??,890 $310 607.133

,

.

The accompanying notes to the principal statements
are an integral part of this statement.

34
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U.S. NUCLEAR REGULATORY COMMISSION
STATEMENT OF OPERATIONS AND

CHANGES IN NET POSITION
For the years ended September 30,1993 and 1992

Restated

REVENUES AND FINANCING SOURCES 1993 1992

Appropriations expensed (Note 13) $ (2.824200) $ 6,813,465

Other revenues and financing sources (Note 14) 518,189,204 490,086,770

Excess current year receipts of fees over billings (5,076,233) 4,985,236

Less: Receipts transferred to the Treasury or
other agencies (4.898.841) I4.349.146)

Total revenues and financing sources $505.391.930 $497.516.325

EXPENSES

Salaries and expenses $491,398,781 $487,205,233

Office of Inspector General 4.657.438 3.565.066

Total (Nota 15) $496,056219 $490,770299

Depreciation $ 10,500,724 $ 8,763,847
Bad debts and write-offs 0 74,148

Interest 20.868 35,144

Other expenses (Note 16) 581.427 0

Total expenses $507.159238 $499.643.438

Shortage of revenues and financing sources
over total expenses $ (1,767,308) $ (2.127.113)

Plus: Unfunded expenses (Note 18) 1.767.303 2.127.113

Excess of revenues and financing sources
over funded expenses $ 0 $ 0

Net position, beginning balance, as previously
reported (1992 uneudited) 182.711 393 164,151,360

Prior period adjustment (Note 19) 0 1.517.832
)

Net position, beginning balance, as restated 182,711.393 165,669,192 i

Excess of revenues and financing sources over |0 0expenses

Plus non operating changes (Note 20) 36.783.188 17.042201 |

Net position, endirig balance $219 494.581 $187711.393

i

I
The accompanying notes to the principal statements

i are an integral part of this statement.

|
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U.S. NUCLEAR REGul.ATORY COMMISSION
STATEMENT OF CASH FLOWS

For the years ended September 30,1993 and 1992

Restated

CASH PROVIDED (USED) BY OPERATING ACTIVITIES 1993 1992

Cash Provided:

Fees for Econsing and inspection and other
services (Note 13) $507,072,406 $489.265.320

Sales of goods and services 0 394,037
Other operating cash provided (Note 13) 11.079 224 7.041 297

Total cash provided $518.151.630 $496.700.654

Cash Used:

Personnel services and benefits $(254,512,623) (248,326260)
Travel and transportation (17,196,680) (16,640,412)
Rent, communications and utilities (24,258,337) (29,632.170)
Printing and reproduction (1,946,020) (2,079,223)
Other contractual services (180,017.951) (196,109,394)
Supplies and materials (7,655,730) (13206.125)
insurance claims and indemnitics (44,030) (142,624)
Grants, subsidies and contributions (1,570,106) (1,338,807)
Other operating cash used (4.429.149) (1.181.101)

Total cash used (491 630.626) (508.656.116)

Nat cash used by operating activities 26.521.004 (11.955.462)

CASH PROVIDED (USED) BY INVESTING ACTIVITIES

Purchase of property and equipment fe.014.748) (14.361244)

Not cash used by investing activities (8.014.748) (14.361 244)

|

The accompanying notes to the principal statements
are an integral part of this statement.
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U.S. NUCLEAR REGULATORY COMMISSION
STATEMENT OF CASH FLOWS - Continued

For the years ended September 30,1993 and 1992
|

i
1

- Cash Provided (Used) By investing Act!vities - Restated i
Continued 1993 1992

Appropriabons 32,927,594 23,234,680
Add: Transfers of cash from others 2.798.700 2.748.100

Net appropriations 35.726.294 J5.982.780

Arnounts transferred to others (Note 21) 0 (109.998.875)
,

Not cash used by financing activities - 35.726.294 (84.016.095)

Not cash used by operating, non-operating
and Investing activities 54,232,550 (110,332,801) 1

Fund balances with U.S. Treasury and Cash, beginning
(1992 unaudited) 209.338.472 319.671.273

Fund balances with U.S. Treasury and Cash, ending $203 571.022 $209.338.472

The accornpanying notes to tne principal statements
are an Integral part of this statement. 1

.

37 )
.. _ _ _ _ _ _ _ _ 1



_ __

1

Principal Financial Statements and Audit Report

!

|
.

U.S. NUCLEAR REGULATORY COMMISSION ;
|

STATEMENT OF BUDGET AND ACTUAL EXPENSES
For the years ended September 30,1993 and 1992 )

|

Restats )
Ob11aations 1993 199J |

Budget )

Resources Direct . Reimbursements Actual - Actu j

Expenses Expens

Salaries and
egenses $585,414,232 $529.466,594 $2,626,402 $502,501,800 $496,078,t

O Mce of
Inspector
General 4.901.919 4.547.460 0 4.657.438 3 565 t

Totals $590 316151 $534 014.054 $2f26 402 $507159238 $499.643.e
1

Budget ReconcRiation:

Total agenses $507,159,238 $499,643,4

Add:

Capital acqu!stions 9277,170 14,361, ,

Less:

LDepreciatbn (10,500,724) (8,763,8
Unfunded annual leave expense (Note 18) (1,601,587) (2,120,7

7

Urdunded workers' compensa$on expense (Note 18) (IEL5.721) f6.3

Accrued expenditures 504,168.376 503,113,7 |

Less reitnbursements (1.143.725) (1.437.5

Acensed expenditures, direct $503 024 651 $501676,*

i

t

4

:
,

e

4

'
The accompanying notes to the principal statements ,

are an integral part of this statement.

,

F

f
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1

NOTES TO PRINCIPAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A Basis of Presentat!on

These principal statements wero prepared to report the financial position and resutts of
I operatio c of the U.S. Nuclear Regulatory Commission (NRC) as required by the Chief

Financial Officers Act of 1990. The principal statements were prepared from the books and
records of the NRC in accordance with the form and content for entity financial statements
specified by the Office of Management and Budget (OMB) in OMB Bulletin 9342 and the
NRC's accounting policies which are summarized in this note. These statements are there-
fore different from the financial reports, also prepared by the NRC pursuant to OMB direc-
tives, which are used to monitor and control NRC's use of budgetary resources.

B. Reporting EntityjProgram Name

The NRC is an independent agency of the Federal Govemment created by the Energy f
Reorganization Act of 1974. Its purposes are defined by the Energy Reorganization Act of
1974, as amended, and the Atomic Energy Act of 1954, as amended. The NRC was
created by the U.S. Congress to ensure adequate protection for the public health and
safety, common defense and security, and the environment in the civEan use of nuclear
materials in the United States.

The NRC has two appropriations:

a 31X0200 - Safaries and &penses
a 31X0300 - Office of Inspector General

The 31X0200 appropriation iacludes funds transferred from the Department of Energy,
Nuclear Waste Fund, approximately $21 and $20 million to the NRC,in accordance with the
provisions of PL 102-377 and 104, for September 30,1993 and 1992, respectively.

In addition, portions of the appropriation received by the General Services Administration
(GSA), approximatefy $2.8 million, were transferred to the NRC for the operation and repair
of certain buildings occupied by the NRC. The accompanying financial statements of the
NRC include the accounts of all funds under NRC control.

C. Budgets and Budgetary Accounting

Congress, for the past 19 years, has adopted no-year appropriations which are available
for obligation by the NRC until expended. The Omnibus Budget Reconciliation Act (OBRA)
of 1990 requires the NRC to recover approximately 100 percent of its new budget authority,
less the amount appropriated from ths Nuclear Waste Fund, by assessing fees. At the end
of the fiscal year NRC's appropriations are reduced by the amount of revenues conected
during the fiscal year. ;

39
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Notes to Principal Statements - Continued

D. Basis of Accounting

Transactions are recorded on an accrua! accounting basis and a budgetary basis. Under
the accrual method, revenues are recognized when earned and expenses are recognized
when a liability is incurred, without regard to receipt or payment of cash. Budgetary
accounting facilitates compliance with legal constraints and controls over the use of federal
funds.

E. Revenues and Other Financing Sources \

Ucensing fees and fees for inspections and other services assessed in accordance with
OBRA are recognized as other financing sources when camed.

For reporting purposes, appropriations are recognized as revenues at the time expenses I

are acensed. At the end of the fiscal year, appropriations recognized are reduced by the
amount of assessed fees collected during the fiscal year. Appropriations expended for
property and equipment are recognized as expenses when the asset is consumed in
operations (depreciation). Appropriations expensed do not include appropriations used to
purchase capital items or expenses incurred but not yet funded by Congress, such as
workers' compensation benefits and annualleave expenses. The differences between the
accrual basis recognition of appropriations expensed and the budgetary basis recognition
of outlays are presented in the Statement of Budget and Actual Expenses.

Miscellaneous receipts co!!ected by the NRC are not available to NRC for obligation or
expenditure. These receipts must be transferred to the U.S. Treasury when collected.

F. Funds with the U.S. Treasury and Cash

The NRC cash receipts and disbursements are processed by the U.S. Treasury. The Funds
with U.S. Treasury and Cash are primarily appropriated funds that are available to pay
current liabilities and finance authorized purchase commitments. Cash balances held
outside the U.S. Treasury are not material.

G. Accounts Receivable, Net of Allowance

The amounts due for receivables am stated net of an allowance for uncollectible accounts.
The estimate of the allowance is based on an analysis of the outstanding balances.

,

i

H. Mances |

NRC makes cash payments to other Federal agencies, employees, grantees, and con-
tractors to provide for future NRC program expenditures. These advance payments are
recorded as assets v,tiich are reduced when reports of expenditures are received by NRC
or accruals of cost estimates are made by NRC.
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I. Property and Equipment

The land and buildings in which NRC operates are provided by the GSA, which charges the
NRC a Standard Level Users Charge (SLUC) that approximates the commercial rental rates
for similar properties.

Equipment with a cost greater than $5,000 per unit and a usefullife of two years or more
and software having a minimum value of $25,000 and a usefullife of two years or more are
capitalized at cost and depreciated. Other equipment and software is expensed when
purchasod. Normal repairs and rnaintenance are charged to expense as incurred.

The straight-line method of depreciation is used. Depreciation on periods and salvage
value for various classes of equipment are established by the GSA. Property and equip-
ment is generally being depreciated over five to 25 years.

.I. Prepaid and Deferred Charges

Payments in advance of the receipt of goods and services are recorded as prepaid charges
at the time of prepayment and recognized as expenditures / expenses when the related
goods and services are received.

K. Uabilities

Uabilities represent the amount of monies or other resources that are likely to be paid by
NRC as the result of a transaction or event that has already occurred. However, no liability
can be paid by NRC absent an appropriation. Liabilities for which an appropriation has not
been enacted and there is no certainty that an appropriation will be enacted are classified
as unfunded liabilities. Also,liabi|ities of NRC arising from sources other than contracts can
be abrogated by the Govemment acting in its sovereign capacity.

L Contingencies

NRC is a party in various administrative proceedings, legal actions, environmental suits, and
claims brought by or against it. Based on the advice of legal counsel conceming the con-
tingencies, it is the opinion of NRC management that the u!timate resolution of these pro-
ceedings, actions, and claims will not materially affect the financial position or results of
operations of NRC.

M. Annual, Sick, and Other Leave

Annual leave is accrued as it is eamed and the accrual is reduced as leave is taken. Each
year, the balance in the accrued annual leave liability account is adjusted to reflect current
pay rates. . To the extent current or prior year appropnations are not available to fund

,

i

annual leave earned but not taken, funding wi!! be obtained from future appropriations and
assessments. Sick leave and other types of nonvested leave are expensed as taken.

;
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N. Retirement Plans

Ni1C employees hired after December 31,1983, are automatically covered by the Federal
Employees' Retirement System (FERS) which was implemented on January 1,1987.
Employees hired prior to that date could elect to join FERS or to remain in the Civil Service
Retirement System (CSRS). Approximately 60 percent of the NRC employees belong to
CSRS and 40 percent belong to FERS. For employees in FERS, NRC withholds .80 percent<

of base pay camings in addition to Federal insurance Contribution Act (FICA) and matches
the withholdings v41 a 12.9 percent contribution. The sum is transferred to the Federal

>

Employees Retirement Fund. For employees covered by CSRS, NRC withholds 7.00 per-
cent of their base pay eamings. This withholding is matched by NRC and the sum of the

!
withholding and ths match is transferred to the CSRS.

On April 1,1987, the Federal Govemment initiated the Thrift Savings Plan (TSP) which is
a retirement savings and Investment plan for employees covered by either FERS or CSRS.
For employees covered by FERS, NRC automatica|ly contributes 1 percent of base pay to
their account and matching contributions up to an additional 4 percent. The maximum per-
contage that an employee participating in FERS may contribute is to percent of base pay.
Employees covered by CSRS may contribute up to 5 percent of their base pay but there
is no NRC matching of the coritribution. The maximum amount that either FERS or CSRS
employees may contribute to the plan in a calendar year is $8,944. The sum of the i
employee and NRC contributions is transferred to the Federal Retirement Thrift investment
Board.

NRC does not report on its financial statements FERS and CSRS assets, accumulated plan
benefits, or unfunded liabilities, if any, applicable to its employees. Reporting such
amounts is the responsibility of the Office of Personnel Management.

O. Net Position

The NRC's net position consists of the following components:

1, Unexpended appropriatkms include the undelivered orders and unobligated balances
of NRC's funds. All appropriations remain available for obligation until expended.

2. Invested capital represents U.S. Govemment resources invested in the NRC's property
and equipment and inventory not held for sale. Increases to invested capitt' are
recorded when assets are acquired with direct appropriations and decreases are
recorded as a result of the depreciation, disposition of capital assets, or consumption
of inventory.

3. Future funding requiret.)ents represent (a) accumulated arumal leave earned but not
taken as of the financial statement dMc (b) accrued workors compensation, and (c)
accrual for litigation settlement. The expense for these accruals is not funded tram
current appropriations but rather will be funded from future appropriations and
assessments.

|
|
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Notes to Principal Statements - Continued

P. Department of Energy (DOE) Charges

Financial transactions between the DOE and the NRC are fully automated through the U.S.
Treasury's On-Une Payment and Collection (OPAC) system. The OPAC system a!!ows the
DOE to collect amounts due from the NRC directly from the NRC's account at Treasury for
goods and/or services rendered. The payments made in this manner are accomplished
through OPAC prior to review by the NRC project managers. Once the electronic notifi-
cation of the accomplished payment is received by the NRC, ;ntemal vouchers are prepared
by NRC accounting staff for project manager verification that the goods and/or services
were received. The intemal vouchers are then retumed to th'. Division of Accounting and
Finance as documentation that the charges are accepted. Annually, the NRC makes
approximately $100 m3 lion in payments to the DOE in this manner for research conducted
by the DOE National Laboratories.

As of the dato of principal statements, the Division of Accounting and Finance had not
received verification from NRC project managers re!ated to $4.8 million in charges made
by the DOE in the manner and for the purpose as described above. This amount
represents approximately 5 percent of total Fiscal Year 1993 billings by the DOE and less
than one month's activity.

Q. Reclassifications

! Certain amounts for 1992 have been reclassified to conform with the 1993 presentation.

NOTE 2. FUND BALANCES WITH U.S. TREASURY AND CASH

Fund balances with U.S. Treasury and Cash consist of the following amounts as of September
30,1993 and 1992:

1993 1992

Funds balances with Treasury-

Appropriated funds $251,864,933 $199,283,543
Other fund types 11.526.089 9,874.929

Total $263,391,022 $209,158,472
Cash 180.000 180.000

Fund balances and cash $263 571,022 {209,338,472

U.S. Govemment cash is handled on an overall consolidated basis by Treasury. " Funds with U.S.
Traasury and Cash" represent the NRC's right to draw on Treasury for allowable expend:tures.

43
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NOTE 3. ACCOUNTS RECEIVABLE, NET

Accounts receivable, net non-Federalis composed of the following amounts as of September 30,
1993 and 1992:

1993 1992

Materials and facilities fees - bl!Ied $19,907,913 $17,308,179

Materials and facilities fees - unbilled 54,073,882 51,652,650

Other 143.805 424.189

Total accounts receivable - non-Federal $74,125,600 $69,385,018

1.ess: Allowance for uncollectible accounts (5.979.894) (6.269.257)

Accounts receivable, net - non-Federal $68.145.706 $63.115,761

Accounts receivable, non-Federal primarily represent amounts due for fees assessed related to
licensing and inspections of nuclear facilities and radioactive materials and other services. Inthe
year collected, the amounts will be used to offset NRC's appropriations.

Accounts receivable - Federal consist primarily of receivables and reimbursements due from other
Federal agencies ($1,166,535 and $692,567 at September 30,1993 and 1992, respectively).

NOTE 4. ADVANCES AND PREPAYMENTS

Advances and prepayments as of September 30,1993 and 1992, consist primarily of the
following:

1993 1992

Non-Fet aral

Travel advances S 698,908 $ 616,136
Advances - other 5,D00 733,908

Prepayments - other 0 1.290

$ 703.908 $1.351.334

Federal:

Advances Other Federal Agencies $1,338,200 $1,297.918 -

Advances and prepayments are recorded as assets until receipt of the goods or services involved
or until contract terms are met. When goods or services are received or contract terms are met,
the advance or prepayment is reduced and the expense or acquired asset is recognized.

44
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NOTE 5. PROPERTY AND EQUIPMENT, NET

Property and equipment, net consists of the following as of September 30,1993 and 1992: [

1993 1972 a

senem Acquisibon AcaJmulated Het Book Net Book

Years Vs've Deprecation Va!ue Value

Fbred Assets claw ,

Eq@ ment 2-25 $28,382.088 $12.061.822 516,300.264 $12.952.933

ADP softvuoro $ 39.173.167 23,898,648 15,274,519 18,030.679

Lassehold improvements 5 1.374,299 779,323 594,976 701.800

Equipment truser develop-
ment 0 0 0 1.692.270

!ADP Soffvuore Under
Development 95000 0 95.000 653.661 1

!
Total SaA 004 552 $38 739 793 S32j?M 'r'9 S34 031 343

,

!

The straight !!ne depreciation method is used for a!! classes of fixed assets. Depreciation |
'

expenso for Fiscal Years 1993 and 1992. was $10,500,724 and $8,763,847, respectively, ,

;

'
1he land and buildings occupied by the NRC are provided by GSA For fiscal years 1993 and
1992, GSA charged the NRC $17,579,350 and $16,198,781, respectively, for the use of these
facilities based on SLUC which is to approximate the commercial rates for similar properties. |

r

NOTE 6. ACCOUNTS PAYABLE ;

Accounts payable consist of the following as of September 30,1993 and 1992:

|Non-Federal 1993 1992

Vendor payabics $21,706,758 $11,641,331

Contract holdbacks 1,213,108 1,242,157

Utigation 0 1,685.532 -

g 919 806 $14 569.0201

Federal
,

'.
Department of Energy $10,437,436 $ 9,544,197

- Other Federal Agencies 615.500 0 i

$11 rJ52.936 . $ 9,544,197

i

i

|

i
s
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NOTE 7. ACCRUED PAYROLL AND BENEFITS
,

Accrued payroll and benefits as of September 30,1993 and 1992, consist of:
!

1993 1992 {
!

Accrued payroll $ 7,386,062 $ 6,267,509 j
Accrued benefits 1.303.156 1.095.743 :

i

$ 8.689.218 $ 7.363.252
,

i
!
I

Accrued payroll and benefits represent wages and benefits which have been eamed but not paid ;

as of the financial statements' date. j
i

!
NOTE 8. OTHER FUNDED UABluTIES

!

Other funded liab1!! ties as of September 30,1993 and 1992, include; j
~t

Non-Federal 1993 1992 |
.I

Uability for deposit funds $12,137,425 $10.487,250
y

Advances from other 188.582 420.783
|
|

$12.326.007 $10.908.033 ' !

Federal ;

:

Uability to offset net accounts |
receivable fees assessed $67,828,863 $61,384,122 4

Uability to offset nel mis- |
cellaneous accounts !

receivable 53,030 14,738 !
Advances from other Federal

agencies 25.682 246 98'6 {

!
$67,907,582 $61,645.846

The Uability for Deposit Funds consists of special fund advances from other governments under |

cooperative research agreements and liabliities arising from payroll deductions and tax with- |
holdings.

]
1
:

I
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Notes to Principal Statements - Continued

The not accounts receivable for fees assessed represent amounts which, when collected, will be
used to offset NRC's appropriations in the year co!!ected.

The net misce!!aneous accounts receivable represent amounts which wi!! be reverted to the U.S.
Treasury when co!!ected.

|

|NOTE 9. UNFUNDED LIABILITIES

Unfunded liabilities consist of the following as of September 30,1993 and 1992:
|

'

1993 1992

Accrued annualleave $24,490,259 $22,888,672 )
Accrued benefits 1.142.441 976.720 t

!

$?5.63P.700 $23 865 392 |

|

Accrued annualicave represents the amount of annual leave eamed by NRC employees but not
yet taken. Accrued workers' compensation represents Federal Employees Compensation Act
(FECA) benefits paid by the Department of Labor on NRC's beha!! which had not been billed to

,

or paid by NRC as of September 30,1993 and 1992. The actuarial amounts for future disability '

benefits are not included in the principal statements. !

Accrued annual leave and accrued workers' compensation are not funded by current or prior !.
years' appropriations and assessments. Funding will be provided from future years' !

appropriations and assessments (see Note 12). !

I
!

NOTE 10. INTRAGOVERNMENTAL ACTIVITIES .

The NRC reporting entity's financial activities interact with and are dependent upon those of the [
Federal Govemment as a whole. Other Federal agencies make financial decisions and report

'

certain financial matters on behalf of all Federal agencies. The practice of having Federal agen-
cles record or report only those govemment-wide financial matters for which they are directly [
responsible is consistent with generally accepted accounting principles for Federal agencies !

which seek to ident!fy financial matters to the department or agency that has been granted
budget authority and resources to manage them. Activities which are performed or reported by '

other Federal agencies in which NRC is indirectly involved are as idlows: ;

e

b

;
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Notes to Principal Statements - Continued

NRC funds a portion of its employee pension benefits under the CSRS and the FERSa
but does not disclose actuarial data with respect to accumulated plan benefits, plan
assets, or the unfunded pension liability relative to its employees. Reporting of these
amounts is the responsibility of the Office of Personnel Management.

In addition, NRC makes contributions to the TSP on behalf of its employees. NRC
does not have control over the plan's assets. The TSP is administered by the National
Financ9 Center of the Department of Agriculture.

Certain legal matters to which NRC may be a named party are administered and inm

some cases litigated by other Federal agencies. Amounts paid under any decision,
settlement, or award pertaining thereto are generally funded through the Treasury.

In most cases, claims (including personal injury claims) are administered and reschred
by the Department of Justico and any amounts necessary for resolution are obtained
from a special fund maintained by the Treasury. / ny legal actions for workers' com-
pensation claims brouaht by NRC employees fall under the FECA which is admin-
istered by the Employment Standards Administration of the U.S. Department of Labor.
The cost of administering, litigating, and settling these legal matters has not been
allocated to indMdual Fedetal agencies,

Interest on borrowings of the U.S. Treasury is not included as a cost to NRC's pro-a

grams and is not included in the accompanying financial statements.

NOTE 11. FUND bat.ANCE

Fund balance consists of the following as of September 30,1993 and 1992:

1993 _1992

Unexpended appropriations:

Unobligated S 45,094,881 S 23,711,400
Undelivered orders 167,041,038 148,069,042
Invested capital 32.991.3S2 34.796.343

$ 245,127,281 $206 576.785

48
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Nctes to Principal Statements - Continued

Unexpended appropriations include (1) unobligated appropriation balances and (2) undelivered
orders which are amounts which have been obligated but not yet expended. The unobligated
appropriations balance does not include $8,581,902 and $4,428,949 in unfi!!ed customer orders -

| ur.ob!Igated as of September 30,1993 and 1992, respectively.

Invested capital represents the net investment of the U.S. Govemment appropriations expended
for NRC's capitalized property, equipment and supplies irr/antory.

NOTE 12. FUTURE FUNDING REQUIREMENTS

Future funding requirements represent the amount of future funding needed to pay the following
eccrued unfunded expenses as of September 30,1993 and 1992:

1993 1992

Accrued annual leave $24,490,259 S22,888,672
Accrued benefits 1.142.441 976.720

$25 632,700 $23 865,392

The above accruals are not funded from current or prior appropriations and assessments, but
rathershould be funded from future appropriations and assessments. Accordingly, future funding
requirements have been recognized for those expenses that will be paid from future
c.ppropriations. See also Note 9.

NOTE 13. APPROPRIATIONS EXPENSED

Appropriations expensed, a financing source, is recognized to the extent appropriated funds have
been consumed less the amount collected from fees assessed for licensing, inspections and
otherservices. During FiscalYears,1993 and 1992 5507,072,406 and $489,265,320 respectively,
were collected from fees assessed for licensing, inspections and other services. OBRA requires
the NRC to recover approximately 100 percent of its new budget authority, less the amount
oppropriated from the Nuclear Waste Fund, by assessing fees. The NRC's appropriations are
reduced at year end by the amount of revenues co!!ected during the fiscal year.

Other operating cash provided of $11,079,224 and $7,041,297 for September 30,1993 and 1992,
respectively represents misce!!anesous receipts collected by NRC and are not available to NRC
for obligation or expenditure. These receipts must be transferred to the U.S. Treasury when
co!!ected.

49
_ _ _ _ _



Principal Financial Statements and Audit Report

:t

Notes to Principal Statements - Continued !

1993 1992

Appropriated funds consumed $504,248,206 $496,078,785
Less: Collection from fees

assessed (507.072.406) (489.265.320)

$ (2.894 200) $ 6.813.465

NOTE 14. OTHER REVENUES AND FINANCING SOURCES

Other revenues and financing sources for September 30,1993 and 1992 follow:

1993 1992
Fees for licensing, inspection

and other services $512,111,524 $484,300,084
Other misce!!aneous receipts 4,033,955 4,349,146
Appropriation reimbursements 1.143.725 1.437.540

$518_189,204 $490 086.770

NOTE 15. OPERATING EXPENSES

Operating expenses by object class are as follows:

1993 1992

Personnel services and benefits $256,549,438 $244,228,597
Travel and transportation 18,967,539 16,063,251
Rent, communication and

utilities 24,875,537 28,388,992
Printing and reproduction 1,954,204 2,061,288
Contractual services 182,479,678 185,721,004
Suppres and materials 9.279,285 13,019,B47
Grants, subsidies and

contributions 1,902,584 1,144,256
Insurance claims and

indemnities 44,030 135,191
Other 3.024 6.881

$496 056,219 $490 770.299
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Notes to Principal Statements Continued

NOTE 16. OTHER EXPENSES

Other expenses as of September 30,1993 and 1992, consist of:

i

1993 1992

Change in inventory $ 38,397 $ 0
Loss on disposal of property 543.030 0

Total $ 581.427 $ 0

NOTE 17. EMPLOYEE RETIREMENT PLANS

Total NRC contributions for employee retirement plans for September 30,1993 and 1992 were
as follows:

1993 1992
Civil Service Retirement System

(CSRS) $9,436,303 $9,561,487
Federal Employees' Retirement

System (FERS) 9,302,092 8,723,304
Federalinsurance Contribution

Act (FICA) 5,607,584 6,970.662
Thrift Savings Plan (TSP) 3.062.849 2.016.062

$ 27,408,828 $27,871.515

Data on the actuarial present value of accumulated benefits, assets available for benefits, and the
unfunded pension liabinty are maintalned by other Federal agencies and are not allocated to
individual departments and agencies.

i

|
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NOTE 18. UNFUNDED EXPENSES |

Unfunded expenses as of September 30,1993 and 1992, consist of:

1993 1992

Accrued personnel services $1,601,587 $2.120,798 J

Accrued benefits 165.721 6.315

$1.767.308 $2,127.113 )

Unfunded expenses are not funded from current appropriations but are to be funded from future
appropriations and assessments.

NOTE 19. PRIOR PERIOD ADJUSTMENT

Based on corrections to the property system made during fiscal year 1993, $3.4 million of ;

additional property and equipment was identified and recorded. The impact of this adjustment ;

on the Statement of Operations and Changes in Net Position was to: (1) increase fiscal year 1992
financing sources by $1.2 million, decrease program expenses by $1.5 rniillon and increase
depreciation expense by $.3 million, resulting in no effect on the reported excess of revenues and
financing sources over funded expenses; and (2) increase net position (invested capitat) at=
beginning of fiscal year 1992 by $1.5 million, representing the net book value of the previously
unrecorded property and equipment as of October 1,1991.

NOTE 20. NON-OPERATING CHANGES

Non operating changes for September 30,1993 and 1992, consist of the following: ;

1993 1992

Change in unexpended appropriations $40,355,478 $13,571,917
,

!Change in invested capital (1,804,982) 5,597,397
Change in unfunded expenses (1.767.308) (P.127.113)

$36,783,188 $17.042,201
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NOTE 21. AMOUNTS TRANSFERRED TO OTHERS

The amounts transferred to others consist of: I

1993 1992

Fees for licensing, inspection
and other services -
Pre-Fiscal Year 1992 $ 0 $86,392,670

High Level Waste Fund 0 23.606.205

$ 0 $109.998.875

t

The $86,392,670 represents fees for licensing, inspection and other services which were collected
prior to fiscal year 1991. These rnonies were remitted to U.S. Treasury in fiscal year 1992.

The $23,606.205 represents receipts received from the Department of Energy for fiscal years :
1988 and 1989 for expenses related to the licensing of geologic repositories for disposal of high- ;

level radioactive waste and spent nuclear fuel. Because these funds were not available for NRC |
to obligate or expend, the funds were remitted to Treasury in fiscal year 1992.

,
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R. NA VARRO 2831 Camino DelRio South, Suite 306

A ASSOCIATES, fNC. San Diego, California 92108
(619)298-8193cinrrneo ruauc accoumaurs

To the Commissioners
U.S. NUCLEAR REGULATORY COMMISSION
Rockville, Maryland

INDEPENDENT AUDITORS' REPORT ON
INTERNAL CONTROL STRUCTURE

We have audited the principal statements of the U.S. Nuclear Regulatory Commission (NRC), as

of and for the year ended September 30,1993, and have issued our report thereon dated May

6,1994.

We conducted our audit in accordance with generally accepted auditing standards, Govemment

Auditina Standards. issued by the Comptroller General of the United States, and Office of Man-

agement and Budget Bulletin 93-06, Audit Recuirements for Federal Financial Statements. Those

standards require that we plan and perform the audit to obtain reasonable assurance about

whether the principal financial statements are free of material misstatements.

In planning and performing our audit of the principal financial statements of NRC for the year

ended September 30,1993, we assessed its intemal control structure in order to determine our j

auditing procedures for the purpose of expressing our opinion on the principal statements and

to determine whether the intemal control structure meets the objectives of the preceding
I

paragraph. -This included obtaining an understanding of the intemal control policies and

procedures and assessing the level of control risk relevant to all significant cycles, classes of

transactions, or account balances; and for those significant control policies and procedures that

have been properly designed and placed in operation, performing sufficient tests to provide rea-

sonable assurance that the controls are effective and working as designed.

NRC management is responsible for establishing and maintaining an intemal control structure.

In fulfilling this responsibility, estimates and judgments by management are required to assess ]
the expected benefits and related costs ofintemal control structure policies and procedures. The

objectives of an intema! control structure are to provide management with reasonable, but not j

|

1
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absolute, assurance that obligations and costs are in compnance with applicable laws; funds,

property and other assets are safeguarded against waste, loss, unauthorized use, or

misapprooriation; and revenues and expenses applicable to agency operations are properly j

recorded and accounted for to permit the preparation of accounts and reliable financial and j

statistical reports to maintain accountability over assets.

For the purpose of tr,ls report, we have classified NRC's significant intemal control structure

cycles in the following categories:

a Funds with U.S. Treasury,
a Accounts receivable,

Fixed asset management,a
Accounts payable and accrued liabilities,a

a Fees Revenue,
Expenses - Personnel,a
Expenses - Non-personnel,a

a Fund control,
a Financial reporting, and
a Performance Measures.

For all the intemal control cycles listed above, except performance measures, we obtained an

understanding of the design of relevant policies and procedures and whether they have been
1

placed in operation, and we assessed control risk. The review of the performance measures and

the related assessment thereto, was not included in the scope of our work as prescribed by the

Office of inspector General. The inspector Generats assessment, if any, and the related man-

agement letter, if any, was issued under separate cover and is not part of this report. We

considered NRC's Federal Managers' Financial integrity Act (FMFIA) reports, as well as the Otfice

of Inspector Generats (OlG) reports on financial matters and intemal accounting control policies

and procedures, in making our risk assessment.

We noted ce.tain matters involving the intemal control structure and its operation that we

consider to be reportable conditions under standards established by the American !nstitute of

Certified Public Accountants and Office of Management and Budget (OMB) BuDetin 9346.

Reportable conditions involve matters coming to our attention relating to significant deficiencies

in the design or operation of the intemal control structure that,in our judgment, could adversely

affect the entity's ability to ensure that obligations and costs are in compliance with applicable

laws; funds, property, and other assds are safeguarded against waste, loss, unauthorized use,

'
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or misappropriation; and revenues and expenses appi; cable to agency operations are properly

recorded and accounted for to permit the preparation of accounts and reliable financial and

statistical reports in accordance with applicable accounting standards and to maintain

accountability over assets.

Reportable Conditions

The fo!!owing matters involving the design or operation of the internal control structure warrant

disclosure as material weaknesses in this report:

a Lack of DOE Audit Assurance

a BI!!ing Practices Need improvement

in add; tion, we noted one other matter involving NRC's intomal control structure and its operation

that is presented in this report as a reportable condition. This matter involves weaknesses in

NRC's intemal control procedures related to:

a Property System Should be Formalized

The independent Auditors' Report on the internal Control Structure for fiscal year (FY) 1992

contained six reportable conditions relating to:

a General Accounting Controis at the General Ledger Level Not Maintained;

Interagency Responsibilities Over Reimbursement to Department of Energy (DOE) Worka
Not Adequate;

Lack of Timely Billing of Fees;| m

l

o Capitalization Policies for Supplies Inventory, Leaschold Improvements and Automated
Data Processing (ADP) Software Were Nonexistent;

e Accounting System Does Not Provide Object Class and Program Information; and

o Accounting Record for Reversionary Interest in Property, Plant, Equipment Not

Maintained
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NRC implemented a number of corrective actions which have resolved elements of FY '92

reportable conditions but has not fu!!y implemented all actions necessary to completely eliminato

all prior reportable conditions. The reportable conditions relating to lack of DOE audit assurance,

timeliness of 10 CFR Part 170 fee billings, and the capitalization policies are included as current

year reportable conditions, as well. Actions needed to be taken to resolve these reportable

conditions are incorporated in the current year audit findings. A summary of the prior year I

reportable conditions and the resolution status is discussed immediately following the current

year reportable conditions.
,

:

1

Our consideration of the intemal control structure would not n' ecessarily disclose all matters in

the intemal control structure that might be reportable conditions and, accordingly, would not

necessarily disclose all reportable conditions that are also consid ered to be material weaknesses.

A material weakness is a reportable condition in which the design or operation of the specific

control element does not reduce to a relatively low level the risk that errors or irregularities, in

amounts that would be materialin relation to the principal financial statements being audited may

occur and not be detected within a timely period by employees in the normal course of

performing their assigned duties.

We believe conditions one and two listed as current year reportable conditions are also property

classifiable as material weaknesses. These material weaknesses and the other unresolved

reportable conditions are discussed in detailin the Reportable Conditions and Recommendatiors

section immediately following this report.

COMMENTS OF THE CHIEF FINANCIAL OFFICER

The Chief Financial Officer (CFO) responded 1o our report findings in memoranda 1o the inspector

General on June 24,1994. The responses included general comments on the report's findings,

the status of prior findings as well as specific comments to the report's recommendations. The

CFO's specific comments are included at the conclusion of our discussion of each reportable

condition in this report and summary comments of the CFO are appended to this report in their

entirety.
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.

This report is intended solely for the use of NRC management and should not be used for any

other purposo. This rostriction is not intended to limit the distribution of this report, which, upon

acceptance by the NRC, is a matter of public record.

M.

San Diego, California
May 6,1994

I
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REPORTABLE CONDITIONS AND RECOMMENDATIONS

CURRENT YEAR

1. LACK OF DOE AUDIT ASSURANCE

The FY '92 audit of NRC's principal statements contained two scope restrictions. One of

these restrictions was due to the lack of audit assurance for interagency reimbursable

work porformed by the DOE National Laboratories. As a result of lack of audit assurance

over the funds expended by DOE, a scope restriction regarding NRC's compliance with

laws and regulations was included in the FY '92 report. In e.ddition, the independent

Auditors' Report on Internal Control Structure reported the lack of adequate administrative

controls over the interagency work as a material weakness.

NRC has taken action to strengthen its administrative controls over the reimbursable work

provided by DOE National 1.aboratories. NRC has:

Revised its procedures and practices for awarding, monitoring, reimbursing, anda

closing out tasks and projects given to DOE laboratories.

*
issued a Directive containing the revised procedures and practices being used bye

NRC in its FY '93 interagency dealings with DOE.

NRC's inspector General has assessed the adequacy of these actions and has

concluded:

NRC had taken significant steps to improve its rnanagement practices overa

interagency work assigned to DOE laboratories (s ee Report N o. OlG/93A-26 dated

12/14/93).

NRC's interagency responsibility over reimbursements to DOE should be classifiedm

as a material weakness due to a lack of audit coverage at the DOE National

tilboratories by the DOE Inspector General (see Report No. OlG/94A-06 dated

12/20/93).
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We recognize that this issue related to the lack of audit assurance was identified due to

the conflicting guidance between the Congressional tnandate to use DOE resources and

the requirements of the CFO Act to prepare and audit entity financial statements. We

also recognize that NRC is dependent upon the DOE Inspector Generats Office to

resolve this issue.

NRC OlG has had a continuing dialogue with the DOE Inspector Generats office

regarding NRC's need for an assurance statement. In that regard, the DOE Inspector

Genera! has included an audit strategy in his audit plans that provides for coverage of

the National Laboratories. Although the General Accounting Office does not fully support

the DOE Inspector Generats audit strategy, the DOE inspector General's Office has

indicated the audit coverage should be sufficient to correct their own material weakness

in this area. Once this is weakness is corrected, the DOE Inspector General can provide

the needed audit assurance to NRC that funds were expended on NRC's behalf in

accordance with applicable laws and regulations.

Comments of the Chief Financial Officer

As the auditor's assessment indicates, the NRC is dependent upon the DOE IG to resolve

the issue with regard to the lack of audit assurance for work placed with DOE. For this

reason and others stated in my memorandum to you [the inspector General] dated April

29,1994, I continue to be very concemed that the DOE audit assurance is characterized

as a qualification and a material weakness in the NRC financial statements. A

qualification and a material weakness in the NRC financial statements imply there is a

deficiency that NRC can resolve. This is not the case with the DOE qualification since

the NRC is powerless to resolve it. The internal control material weakness with regard

to lack of DOE audit assurance is beyond NRC's control.

1

Auditors' Conclusion
i

lhe CFO should continue to monitor the progress of the DOE Inspector General. When

necessary, the CFO should consult with the NRC Inspector Ger,aral to assess the effect

on the NRC principal statements of any progress made by DOE.

.
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2. BILLING PRACTICES NEED IMPROVEMENT

The audit of the NRC's accounts receivable for FY '93 disclosed the billings and col-

lections of CFR Part 170 fees were not being made timely.10 CFR Part 170 fees consist

of license and inspection fees, established under the authority of the independent Offices

Appropriation Act (IOAA) (31 U.S.C. 9701), to recover the NRC's costs of providing -

individually identifiable services to specific applicants and I;censees. The services pro-

vided by the NRC for which these fees are assessed are generally for the review of appli-

cations for the issuance of new licenses, amendments to or renewal of licenses and

inspections of licensed activities. Billings for these services were delayed for extended

periods of time, billings were restricted to quarterly processing, and the billings for
]

inspection services were not bi!!ed on a progress basis but on a completed services j

basis.

The current year's audit finding is similar to the finding reported in FY '92. The FY '92

principal statement audit disclosed that the primary source of fees from licensees came

from annualfees assessed under 10 CFR Part 171 against entities holding nuclear power

reactor licenses. Billings for these fees accounted for approximately 70 percent of the

fees collected in FY '92. The audit disclosed billing and collection activities were

adequately managed and controlled. The billing and collection of t o CFR Part 170 fees,

however, were classi'ied in both the FY '92 and '93 as material weaknesses due to

untimely bi!!ing and collection processes,

in FY '93 NRC revised its regulations to permit quarterly billings, reduced the Office of

Nuclear Reactor Regulation's (NRR's) and the regions' edit and certification time from

approximately 90 days to 38 days, and replaced much of the manual input with an

automated download program to facilitate and expedite the billing process.

Despite these actions taken by NRC to improve its 10 CFR Part 170 billing process, our

FY '93 financial audit of NRC disclosed the billing of these services was still untimely (see

Exhibit 1). The 10 CFR Part 170 fees accounted for approximately 20 percent ($110 ;

million) of the fees reflected in FY '93 Statement of Operalic,ns. j

!
i
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Untimely billing of FY'9310 CFR Part 170 services was due primarily to fcur reasons.

m NRC Ouarterly Billing Regulation

Section 170.12. " Payment of fees', of 10 CFR generally provides for quarterfy i

billings for services rendered and in the case of inspection services, only those |

Inspections fully completed during the bi: ling quarter. An a!!emative commercial
,

practice would be to bill the client as services are rendered (progress billings). |

Thus, NRC's regulations precluded a more timely billing process for the services

provided to licensees. f

.

In contrast to commercla! practices, NRC has established an overly complex and

time consuming bi!!ing process for its 10 CFR Part 170 services. The normal !

commercial practice is to bill the client on the completion of the service or on a ;

monthly progress payment basia. Balings for commercial services are not unduly [
j delayed but are made as soon as information is available to bill for the services '

'

provided. NRC limits its bi!!ings to quarterly billings which are further delayed |
through self-imposed verification and certification procedures as outlined in

Ucense Fee Debt Co!!ection Branch (LFDCB) procedures used when processing

Facility inspection Program (FACFEES) and Facilities Actions Program (FACACT) |
invoices. |,

l

.j,

u Extensive Edit and Certification Procedures -

L

3

NRR and the regions are a5 owed up to 38 working days to review, approve, and [
certify reports showing the services and activities performed before subrnitting the

reports to the LFDCB. '

! |

| m Problems with Downloading Data From Existing Programs Developed byIRM

I .|

1
NRC uses two automated systems to bill for the 10 CFR Part 170 type fees, ;

FACFEES and FACACT. FACFEES is the system used to bill for Facility t

inspections. FACACTis the system used to bill for facility licensing actions,10 !

CFR Part 55 operator examinations,10 CFR Part 50 operating licenses under |

review, standard plant designs, and topical reports.

|

| i

|
,

L
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FACFEES and FACACT am supported by several subsystems in the invoice

preparation process. These subsystems include the Regulatory Inforrnation

Tracking System (RITS), the Technical Assistance Program Support System

(TAPSS) and the accounts receivable program (COLLECT).

LFDCB experienced extensive delays in receiving error free information from the

download of data to FACFEES and FACACT. The delays prompted the LFDCB

to use an attemative system (FACAMEX) to produce FACACT invches. Delays

were also encountered with the download for the FACFEES invoices; however,.

FACFEES was eventually used to prepare the invoices (See EXHIBIT 1).

Lack of Cooperation Between LFDCB and IRMm

There appears to be a lack of cooperation between the Office of information

Resources Management (lRM) and LFDCB. For example, IRM developed a pro-

gram to produce invoices for facility annual fees. However, the program would

not provide the necessary information without an IRM contractor spending about

three days manipulating the data. LFDCB discussed the program's problems with

a non-!RM employee who produced a new program in less than a week. The new

program, FACANN, is presently being used to bill for facility annual fees.

In another example, LFDCB had been experiencing problems bi!!ing facility license

actions. The LFDCB produced a report detailing the problems and submitted it

to the IRM Deputy director. LFDCB's previous efforts with their contacts in IRM

were ineffective and, until the report was released to the IRM Deputy Director,

limited action was taken to alleviate the problems. However, several days after the

report was released, a group of five to six persons from IRM were in LFDCB trying

to solve the problems with the download.

Problems associated with this process are typified by the processing of the billing for services

completed during June 27,1993 through September 18,1993, FY 93 fourth quarter. Under

NRC's timeline for completing the billing cycle, NRC provides for approximately three months to

bl!! the services. Therefore, under NRC guidelines the invoices should have been mailed to the

licensees by December 16,1993. However, these invoices, for approximately S13.0 million of

.
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completed services, were processed, printed and mailed on April 25,1994, approximately seven

rnonths after the end of the quarter. Subsequent to September 30,1993, senior management

in the Office of the Contro!!er (OC) and IRM met and developed an approach to address the
1

conditions noted in this report.
|
!
l

The following tab!cs compares NRC's timelines for each process with the actual time taken to |
completo the process. !

1

|i

'EXHIBIT |

Facility inspection Billings
Comparison of Budgeted Processing Milestones to Actual

For Services Completed During
June 27,1993 - September 18,1993 i

(in Business Days)
i

amW se potified by L F DCS
LF DCa t Draf t asse,e to lock t** eve re*

*; '"i"e?"F= "''*LiiidhY'''' '~LF 000 esco.we seei = = = "*" ~=~ ::"::e --c.-,,,, , , ; ,,,

9/18/93 11/9 /D3 11/15/9 3 11/24/93 12/8/9 3

*'.'[,''' 38 ce,s 3 - 4 osys
7 csys m cays

i

49 Deve

!
Acis e, (18 ceys in,tlet) j

is'e'2*e,e 49 cays 11 csys 4 csys
ig o g, y, ,33,,

!

9/18/93 11/24/93 12/9/0 3 1/3/94 - initist 4/25/94

4/1/94 - Final

l
.

|
1
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Recommendation

The Chief Financial Officer should adopt more aggressive billing practices. Billings should be

prepared on a monthly progress billing basis using available reliable information from NRC's |

automated information systems.
J

The Chief Financial Officer should:

1. Revise NRC regulations to provide for monthly progress billings. !

I

2. Review and establish a'timeline to correct the problems associated with downloading of

data from the primary systems FACFEES, FACACT, RITS. TAPSS into the accounts

receivable system, COLLECT.

3. Establish a timeline for completing the necessary actions needed to bill fees on a

progress basis.

4. In his capacity as the Executive Director for Operations, ensure that OC and IRM

implement and execute the agreed-upon approach to ensure timely billing of Part 170 ;

Econse fees. :

|

Comments of the Chief Financial Officer j

We agree that the timeliness of billing needs to be improved. As a result of this being identified

as a material weakness in the FY 1992 audit report, we requested a waiver from the Department

of Treasury requirement to * Ensure that an invoice...is prepared and mailed within S business

days after the... services have been rendered...,' based upon the cost of implementing such a |

process compared to the benefits received. We suggested that the quarterly billing cycle, which I

the NRC had already implemented with its 1992 rule, become our billing standard. Treasury
|granted an interim waiver stating that the NRC could, "... bill within 30 calendar days following the

close of each quartedy billing cycle." We plan to adopt this approach for improving the

timeliness of billing. The additional resources required for monthly billing would not be cost

effective from a cash management basis and is inconsistent with Agency streamlining plans to

66
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comply with Executive Orders to reduce staffing levels. We will continue progress billing on a

quarterly basis of advanced billings for all except for material licensee's flat fee inspections.

These ilmited inspection fees are bi!!ed after the inspection is completed.

Auditors' Conclusion

We commend the CFO for pursuing a waiver to provide for billing within 30 calendar days

following the close of the quarter and for the commitment to adopt an approach to enhance the

timeliness of billings.

We do, however, emphasize the importance of implementing corrective action in the current year

and using timelines or benchmarks to assure that implementation actions are executed efficiently.

I
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3. PROPERTY SYSTEM SHOULD BE FORMA!.IZED

The FY'92 audit of NRC's principal statements contained two scope restrictions. One of

the rastrictions dealt with the lack of historical accounting records to enable an opinion

regarding the amounts reflected as Property, Plant and Equipment-net on the Statement j
of Financial Position and the related depreciation included in the Statement of Operations )
and Changes in Net Position. In addition to the problem associated with the Property,

Plant, Equipment and depreciation, the FY 92 audit disclosed capitalization policies for

supply inventory, leasehold improvements and ADP software were nonexistent.

|

The lack of historical accounting records for property, plant and equipment was attributed

to the use of a stand alone property and inventory subsystem which was not designed |

for financial reporting purposes nor integrated or reconciled with the NRC generalledger.

NRC's Property and Supply System (PASS) was cited as one of the incompatible and

non-integrated subsystems.

The PASS is a property system designed to facilitate the NRC's custodial requirements

for the location of the property and not for recording financial activity. The system does

not provide reliable acquisition cost from vendor invoices, depreciatica basis,

depreciation schedules, enhancements made to assets, and an integrated feed to the

FFS. Instead the informal property management system relies on input of information

in one form (i.e. a contract payment) and the subsequent ident;fication and reversal of

the transaction manually.

Also, the lack of capitalization policies for supply inventory, leaschold imptovements, and

ADP software was also cited as a material weakness in the FY '92.

While the PASS subsystem is still being used as the basic source for recording

information into NRC'S reneral ledger, NRC has implemented informal procedures to

input accounting information into the FFS general ledger on a monthly basis. NRC also

adopted other informal procedures to capitalize supplies inventory, leasehcid

improvements and ADP software.
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Examination and tests of the informal capitalization procedures and practices disclosed:

Tho informal procedures for capitalizing and depreciating property, plant anda

equipment were generally working as intended with the exception of errors made

in recording prior period transactions as FY '93 acquisitions. This required

adjustments to the FY' 93 accounts and to prior years. Note 19 to the principal

statements details the nature of the prior period adjustrnent.

The informa! procedures for capitalizing supplies inventories, leaseholdm

improvements and ADP software were generally working as intended except for

the failure to record the value of software developed by DOE for the exclusive use

of NRC. NRC subsequently recorded the software at a net book value of
|$1,474,269 and the adjustment is included in the Statement of Financial Position.

The issue of software developed by DOE for the exclusive use of NRC had not

been included in the informal procedures.

Recommendation

The Chief Financial Officer should design and implement a complete property manage-

ment system. The framework for the system should provide for posting of financial acti-

vities related to property transactions only once without the manual intervention of

accounting personnel. The design of a system should consider the cost versus the

benefits gained by enhancing the activities of the PASS system to incorporate financial

activities, as well, as tracking or the need to design a system in its entirety. The CFO

should also place additional emphasis in implementing a sound property management

module to the generalledger system.

Capitalization policies,related to property, plant and equipment need to be formally

incorporated in NRC's policies and procedures manual.

|
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Comments of the Chlef Financial Officer

We agree with the reportable condition that informal policies and procedures covering the

capitalization of property, plant and equ!pment should be formalized in an official Agency

directive. We also agree that the property management /financialinventory systems need to be

improved. The specifics of how to achieve this integration will be determined after further |
evaluation, j

Additionally, the Chief Financial Officer provided the following comments regarding the

independent Audtors' Report on the Principal Statements:

We agree there is a lack of complete historical accounting records for approximately $6 milli:n

worth of capitalized property purchased from 1975 through 1990. From a management

perspective, we do not believe this amount represents a significant impact on the financial

standing of the Agency when taken in the overall context of the financial statements. Thus,I

believe the opinion should clearly communicate the scope and magnitude of tae value in

question.

Auditors' Conclusion

We commend the CFO for recognizing the importance of sound policy and the need for related

systems to support NRC's stewardship over property, plant and equipment.

The Officer of Inspector Genera! is available to discuss financial related issues which may arise

during the evaluation of system integration options.

Additionally we have provided clarity, as requested by the CFO, of the restriction in the

Independent Auditors' Report on the Principal Statements.
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I

STATUS OF PRIOR YEAR REPORTABLE CONDITIONS )

I

1. General Accounting Controls at the General Ledger Level Not Maintained

The NRC generalledger as maintained during FY '92 did not include all of the necessary

general accounting controls to produce timely and accurate financial information needed

to prepare complete financial reports as required by OMB Bulletin 93-02. The principal

weaknesses and issues needing correction involved:

the compatibility and integration of the NRC generalledger and subsystems useda

by NRC for payroll, travel and property,

heavy reliance on manualinputs due to the use of incompatible subsystems.a

inadequate general ledger / subsystem reconciliations.e

e inappropriate accounting procedures for inventories and software. '

NRC has partially resolved the compatibility and integration weaknesses with the

installation of a new FFS general ledger system and a fully compatib!e FFS travel

module. NRC was also looking at a number of different payroll systems as replacement

for its present non-compatible payroll subsystem and was reconciling the payroll

subsystem with the FFS generalledger on a monthly and year end basis.

NRC also informally changed its accounting practices for inventories and software but
,

did not formally incorporate these changes in NRC's Accounting Policies and Practices

manual nor issued a new Management Directive incorporating these changes.

To fully resolve the FY' 92 reportable condition, NRC needs to:

A. Replace its presently used non-compatible payroll subsystem with a payroll

subsystem which is fully integrated and compatible with the FFS generd ledger

system. >
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B. Replace its present property and supply system (PASS) with a property

subsystem which is fully integrated and compatible with the FFS general ledger

system.

I
.

C. Formally adopt its accounting practices for inventories and software through the

issuance of a new Management Directive or Accounting Manual change.

1
;

2. Interagency Responsibility Over Reimbursement to Department of Energy (DOE) )
Work Not Adequate |

!

The status and actions needed to resolve this reportable condition have been

incorporated in current reportable condition " Lack of DOE Audit Assurance?

i

I3. Lack of Timely Billings of Fees

The status and actions needed to resolve this reportable condition have been

incorporated in current reportable condition ' Billing Practices Need improvement."

4. Capitalization Policies for Supplies Inventory, Leasehold improvements and ADP
Software Were Nonexistent

The status and actions needed to resolve this reportable condition have t,een

incorporated in current reportable condition " Property System Needs to be Formalized."

5. Accounting System Does Not Provide Object Class and Program information

The accounting system in use during FY 92 could not readily provide object class

information and was incapable of providing program inforrnation for the financial state-

monts. These accounting system design deficiencies precluded NRC from reporting its

expenses in the OMB Bulletin 93-02 recommended financial reporting formats on NRC

principal statements.

72



- . . . . - . - . . - . . . -- -_ .

.

r

Principal Financial Statements and Audit Report

.

I

!

.

This reportable condition has been partia!!y resolved with the insta!!ation of the FFS

generallodger system. The FFS general ledger readily produces reports at the object

class levol and is capable of producing information on a program basis provided the

payrou subsystem has labor distribution capabilities. However, NRC's present payroll

system does not contain labor distribution capabilities. NRC management is pursuing
'
,

the acquisition of a payro | system that will provide labor distribution capabilities.

.

Actions needed to fully resolve this reportable condition are:

i

The selection of a FFS compatible payroll system possessing the necessary labora

distribution capabilities.

1
t
^

| s Recording of each transaction at the program level for all other NRC financial
l

j activities.
|

!

a installation and use of the system in producing reports in the formats

recommended by OMB Bulletin 93-02.
|

:

6. Accounting Records for Reversionary Interest in Property, Plant and Equipment Not ;
Maintained

|

| Our FY '92 audit reported that NRC had not established management information

systems to control NRC's reversionary interest in DOE property, plant, and equipment t

'

acquired with NRC funds nor did it appear that NRC had a policy to assure NRC funds

were not used to fund purchases more properly funded by DOE. In responding to this

reportable condition, the Chief Financial Officer discussed the steps taken by NRC to

improve the equipment reporting and accountability of equipment purchased through ,

'

t

NRC labcratory agreements. These included:
,

a The issuance of a Draft Management Directive 11.7, *NRC Procedures and f

| Management Controls for Plasement and Monitoring of Work with the Department
,

of Energy". !

|
,
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1

m Six month pilot project in the use of the new procedures to be fo!! owed by the

issuance of the Final Management Directive.

?

As discussed under current reportable condition finding number 1. " Lack of DOE Audit Assur- :

ance", the NRC OlG has reviewed the actions taken by NRC to improve its management and

administrative control over work assigned to DOE and the DOE laboratories. The NRC OlG )
acknowiedged that NRC has substantially improved its management practices over the awarding,

monitoring, paying, and close out of projects assigned to DOE and DOE laboratories.
I
i

l

We commend NRC's action to correct the problem noted by the issuance of Management '

Directive !!.7 on May 3,1994.

Comments of the Chlef Financial Officer j
i

Of the six reportable conditions identi0ed last year, one reportable condition has been completed

and the other two have been parially completed. We are continuing to address other reportable

conditions identified in the reports alorg the lines recommended in the report.
,

i

Auditors' Conclusion

|None.
1

$

t

+

.

i

|

l'
i

|

i
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l
R. NAVARRO 2831 Camino DelRio South, Suite 306

& ASSOCJATES,INC. San Diego, California 92108 |
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To the Commissioners
U.S. NUCLEAR REGULATORY COMMISSION
Rockville, Maryland

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
WITH LAWS AND REGULATIONS

We have audited the principal financial statements of the U.S. Nuclear Regulatory Commission

| (NRC),as of and for the years ended September 30,1993 and 1992, and have issued our report

| thereon dated May 6,1994. As part of our audit, we tested the NRC's compliance with certain

| !aws and regulations that,if not followed, could have a direct and material effect on the financial

( statements. This report portains only to our consideration of compliance w:th laws and regu-

f lations for the year ended September 30,1993c
1

l

We conducted our audit in accordance with generally accepted aud: ling standards, Govemment

Auditino Standards. Issued by the Comptroller General of the United States, and Office of Man-

tgoment and Budget Bulletin 93 06 Audit Recoirements for Federal Financial Statements. Those

standards require that we plan and perform the audit to obtain reasonable assurance about

whether the principal financial statements are free of material misstatements. |

l

NRC's principal financial statements for the fiscal year ended September 30,1993 and 1992

include $97.3 million and $109 million, respect:yely, of reimbursable expenses incurred by the

Department of Energy (DOE), which represents approximately 20% of the agency's total I

cxpenses. The funds were transferred under the provisions of the Energy Reorganization Act

(P.L 95-91) which are embodied in a Memorandum of Understanding (MOU) between NRC and

DOE dated February 24,1978. The MOU establishes guidelines for the program planning, ;

implementation, control, funding, and management of NRC frnds. The responsibility to design, |

Implement and evaluate the system of controls to assure compliance with laws and regulations

rests with the Department of Energy.

| |
1
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Our assessment of compliance with laws and regulations, which could have a material and direct

effect on the NRC financial statements, did not provide for a review of DOE's extent of

compliance with laws and regulations for the NRC funds they expended. Our assessment of

compliance with laws and regulations over the funds transferred to DOE was limited to testing

the controls maintained at NRC over the disbu sing and recording of these funds.

|

Compliance with laws and regulations app!! cable to NRC is the responsib!!ity of agency manage- |

ment. As part of obtaining reasonable assurance as to whether the principal financial statements

are free of material misstatement, we tested NRC's compliance with laws and regulations that

may directly affect the financial statements and certain other laws and regulations designated by

OMB as listed below. However, our primary objective was not to provide an opinion on overall

compliance with such provisions. Accordingly, we do not express such an opinion:

Anti-Deficiency Act (Title 31 U.S.C.),m

National Defense Appropriations Act (PL 101-510),a

Omnibus Budget Reconciliation Act of 1990,a

a Debt Collection Act of 1982 (PL 97-365),

a Prompt Pay Act (PL 97-177),

a Civil Service Retirement Act,

Civil Service Reform Act (PL 95-454),a

Federal Managers Financialintegrity Act (PL 97-255),a

a Chief Financial Officers' Act (PL 101-576), and

Budget and Accounting Act.a

As part of our audit, we relied on the Office of Inspector General's review of management's

reporting of internal control and accounting systems as required by the Federal Managers'

Financial integrity Act (FMFIA) and compared the agency's most recent FMFIA reports with the

evaluations we conducted of the entity's internal control system.
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The results of our test indicate that with respect to the items tested, NRC cornplied in all rnaterial

respects with the provisions referred to above. With respect to the items not tested, nothing

came to our attention that caused us to believe that NRC had not complied, in all rnaterial

respects, with those provisions.

This report is intended solely for the use of management of the U.S. Nuclear Regulatory

Commission. This restriction is not intended to limit the distribution of this report, which, upon

acceptance by the NRC,is a rnatter of public record.

WYh
San Diego, Califomia
May 6,1994

|
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Comments of the Chief Financial Officer Appendix
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MEMORANDUM FVR: David C. Williams
Inspector General

FRON: James M. Taylor
Chief yinancial officar :

,

SUSJECT: DRAFT REPORTS ON NRC'S PRINCIPAL STATEMENTS-
FISCAL YEAR 1993 FINANCIAL STATEMENTS AUDIT :

!
This memorandum responds to your request for comments on the '

subject reports. The comments are keyed to the topic areas
of scope restrictions, material vaaknesses and recommendations.

!2. u cr or not_ AUDIT ASSURANCE (Scope Restriction and material :

weakness): Aa the auditor's assessment indicates, the NRC is
dependent upon the DOE IG to resolve the issue with regard to the t

lack of audit assurance for work placed with DOE. For this .reason and others stated in my memorandus to you dated April 29, ;

I 1994, I continue _to be very concerned that the DOE audit
,

assurance is characterized as a qualification and a material'
weakness in the NRC financial statements. A qualification and a

' =aterial weakness in the NRC financial statements imply there is |
| a deficiency that NRC can resolve. This is not the case with the ;

| doe qualification since the NRC is powerless to resolve it. The !internal control material weakness with regard to lack of DOE '

audit assurance is beyond NRC's control.
,

';
2. IACK OF COMPLETE MISTORICAL ACCOUNTING RECORDS FOR PROPERTL
PIANT AND EOUIPMENT (Scope Restriction):- We agree there is a j
-lack of complete historical accounting records for approximately j$6 mi)1 ion worth of capitalized property purchased from 1975 ,

through 1990. From a management perspective, we do not believe ;

| this amount represents a significant impact on the financial |
| standing of the Agency when taken in the overall context of the t

financial statements. Thus, I believe the opinion should clearly ;

| communicate the scope and magnitude of the value in question. As
| briefly discussed with the auditors, we vill explore modification j|
| of our depreciation method and re-evaluate the useful life - ;

assigned to property purchased during this time period. These '

actions are projected to result in a reduction to the net book
|value of inadequately documented property. !
i

!

!
;

79 j
. - . _ -. -. .- . . - - .



.

Principal Financial Statements and Audit Report

,

Comments of the Chief Financial Officer-Continued Appendix
,

3. BILLINe PRACTICES NFFn TMPRoVP>tHI (Material weakness and four
recommendations): We agree that the timeliness of billing needs
to be improved. As a result of this being identified as a
material weakness in the FY 1992 audit report, we requested a
waiver from the Department of Treasury requirement to " Ensure
that an invoice...is prepared and mailed within 5 business days
after the... services have been rendered...," based upon the cost
of implementing such a process compared to the benefits received. '

We suggested that the quarterly billing cycle, which the NRC had
already implemented with its 1992 rule, become our billing
standard. Treasury granted an intarin waiver stating that the

,

NRC could, ... bill within So calendar days following the close"

of each quarterly billing cycle." We plan to adopt this approach
for improving the timeliness of billing. The additional ,

resources required for monthly billing wou' ' not be cost
effective from a cash management basis and ; 3 inconsistent with !Agency streamlining plans to comply with E :cutive orders i

to reduce staffing levels. We will continu , progress billing
on a quarterly basis of advanced billings A M1 except for
material licensee's flat fee inspectior.s. t~brW 25tited

|inspection fees are billed after the h.synctica )2 ompleted.
i

We do not believe that the section tie-4 '":,ack ^* Cooperation l
Between LyDCB and IRM" and the assoc!.wtce recem adation are
appropriate for the audit report. No reconnnd their deletion.
Management has already recognized the co:ern noted in your <

report and implemented corrective action during the past year. j

4. PROPERTY SYSTEM SHOULD BE FORMALTEED (Three recommendations):We agree with the reportable condition that informal policies and
procedures covering the capitalization of property, plant and
equipment should be formalized in an official Agency directive.
We also agree that the property management / financial inventory
systems need to be improved. The specifies of how to achieve !
this integration vill be determined after further evaluation.

|

S. STATUS OF PRIOR YEAR REPORTABLE CONDITIONS Of the Six
reportable conditions identified last year,'one reportable
condition has been completed and the other two have been
partially completed. . We are continuing to address other
reportable conditions identified in the reports along the lines
recommended in the report. Work is continuing on the Agency
plans to replace the existing payroll and personnel systems with
a system that will be integrated with the general ledger and i

enable the capture of labor cost distributions. Untilimplementation, detailed monthly reconciliations will continue to i

assure payroll data entered into the general ledger is accurate -
and complete. Program costa vill be determined indirectly and
reported as supplemental information in the financial statements
until a labor cost distribution system can be put in place.
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Comments of the Chief Financial Officer - Continued Appendix

We are in the process of providing detail coments which
separately address each reco=: endation and vill provide that
information through ceparate correspondence. I appreciate the 3

1opportunity to provide coments on the draft report. My staff
and I are available to discucs these comments if you desire.

1
I

I
s |

M. aylor
!ief F nancial officer (
)

cct Thomas J. Barchi, CIG
;

i

|
|
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Note: Alaska and Hawaii are included in Region IV. Subsequent to September 30,1993, the former
Region V was merged with Region IV. Walnut Creek, California, previously the location of the
regional office for Region V, has since become a field office.

Figure 1. NRC Regions
l
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FEES COLLECTED INFY1993

License fees are assessed as stipulated in Part 170 of Title 10 of the Code of Fed-
eral Regulations (10 CFR Part 170) to recover the costs to the NRC of providing
individually identifiable services to specific applicants for and holders of NRC
licenses and approvals. Annual fees are assessed under 10 CFR Part 171 to re-
cover generic and other regulatory costs not recovered under 10 CFR Part 170
through license fees. The following chart shows the amounts collected by the
two types of fees from NRC major licensees.

PT!iEf MEEFssicollected41EE19,93safdhBesM
hww@m=EEsikdidtwpur z.mau w w m smaa
!$MU.em*EE (BIIlI adW

mmmmnmw; .a. _H,am:n$$_i@tMuu?23EE w , aw.smw,

$TM. i[i_dN,_E $.,M_E_E_cG_N.s.!,N.dd.~i$$$.~Eiis.$u ted,lyi mc-.
. m s- m.

License Fees S 93.7 $11.9 $105.6

Annual Fees 351.4 50.1 401.5

Total Fees $445.1 $62.0 $507.1

Of the fees collected in FY 1993,88 percent were from the nuclear reactor in-
dustry and 79 percent of the total collected were recovered through annual fees.

-84

_ . _ _ _ . . . ._ _ . __ _ __ . _ _
.;



. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ .

Supplemental Financialand
Management Informaiton

FEDERA L MANA GERS' FINANCIAL INTEGRITY A CT

In its FY 1993 report to the President, prepared in accordance with the Federal
Managers' Financial Integrity Act (FMFIA), the NRC identified four material
weaknesses:

o the management of Department of Energy (DOE) national laboratory
agreements;

o audit coverage of DOE nationallaboratory agreements;

o timely billing of licensees; and

o computer security.

The four material weaknesses, when considered together, are not sufficiently se-
rious to prevent overall assurance that the NRC is in compliance with the
FMFIA.

In FY 1992, the NRC reported four material weaknesses. The NRC took correc-
tive action in FY 1993 to resolve the two material weaknesses that involved the ;

NRC's general ledger and the approval process for reimbursement for work per- i

formed by DOE nationallaboratories. Corrective action has been completedin
FY 1994 to resolve the material weakness that involved the management of ;

DOE nationallaboratory agreements. Corrective action is expected to be com-
pleted on the remaining material weakness on computer security in calendar
year 1994.

In FY 1993, the NRC Inspector General designated two additional areas as ma-
terial weaknesses. The first weakness involves compliance with the Department
of the Treasury requirement to billlicensees within five business days after ser-
vices are rendered. The NRC has been working with the Department of the
Treasury to ensure that bills are issued consistent with cost effective cash man-
agement. The NRC plans to correct this material weakness by the end of FY
1994.

The second material weakness relates to audit coverage of DOE nationallabo-
ratories. This does not represent a significant deficiencyin the NRC's account-
ing controls and does not serve as an indicator as to how well the NRC is doing
with respect to financial management. The NRC Inspector General found that,
because of a lack of audit coverage at the national laboratories by the DOE's
Office of Inspector General, the DOE Inspector General was unable to provide
assurance to the NRC that monies spent by the DOE and DOE Management
and Operating Contractors on the NRC's behalf were expended in conformance
with applicable laws and regulations. The DOE has reported this as a material

85
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weakness and plans to downgrade this material weakness by FY 1996. Remedy
of this weakness is beyond the control of the NRC.

iO@$%,E@|!i.pn. iB.m uin6essf?M. atsialmn,akn, esse,sagli,E udMi.? h.m)#y
...

n EN iWe
-+ # :: ng -w u, m.7 :~

@$$$$$MNidN$@ $NsntG6hinked?? j$pentiEish'5M$!NeintMishil
^'

E, -fe,dEf5G, df :nT.Pesil.isidxi$w$. $$5dji|@EE,ait iliddM..e,ifir,sD..,fiids,k
. -u a n- -~ - ~

Prior Years * 1 1 0
1

1991 Report 0 0 0
'

1992 Report 4 2 2

1993 Report 2 0 2

* 1987 Report

The Department of the Treasuryis reporting a material non-conformance in the
Federal Financial System, a system that the NRC uses through an interagency ;

agreement with the Department of the Treasury. The material non-confor-
mance results from the lack of adequate disaster recovery capabilities for the
Data Center located in Hyattsville, Maryland. This non-conformance is beyond )
the control of the NRC, and we understand that the Department of the Treasury ;

!

will correct this inadequacy in FY 1994.

During FY 1993, the NRC continued to strengthen its management control pro-
gram. Instructions for performing risk assessments and management control re-
views were improved. A process to validate corrective actions resulting from |

!

management control reviews was implemented.

;

f
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Figure 2. U.S. Commercial Nuclear Power Reactors
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NRC Performance Indicators for Operating
Nuclear Power Plants;

Annual Industry Averages 1985-1993

AUTOMATIC TRIPS WHILE CRITICAL SAFETY SYSTEM ACTUATIONS
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ACCIDENT SEQUENCE PRECURSORS

Accident Sequence Precursor (ASP) models are used to estimate conditional
core damage probability (CCDP). The small number of events, particularly
events with higher CCDPs, limits the statistical significance of the results, mak-
ing trending uncertain. Results are evaluated on a yearly basis. Given this ca-
veat,long-term trends are evaluated using the sum of the CCDP for each year
and by examining the yearly number of events with a CCDP in a given range.

ANNUALLY SUMMED ASP CONDITIONAL
CORE DAMAGE PROBABILITIES

1

E
g o.i
b

$

| o.oi _________

t
_
--

Ee.co: - . , .

1995 1986 1967 1980 1980 1900 1991 1992

cxam vtAn

Figure 4

There is a significant correlation between the annual sum of CCDPs and the
overall reactor trip rate, and the apparent overall decrease in the sum of CCDPs
between 1985 and 1992 is believed to be due to a decreasing trip rate during this
period. Most of the events during the time period have CCDPs of less than
0.001. In 1990, one significant shutdown event was included in the ASP sum of
CCDPs. Prior to 1990, these shutdown events had not generally been included in
the ASP analyses. This event accounted for over 60 percent of the increase over
the previousyear. The cause of the increase in the sum of the CCDPsin 1991 was
an event with a CCDP in the 0.01 to 0.001 range. No event in this range has been
identified since 1986.
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NRC REGULATIONS

Final Rules

Final rules have been issued to amend the Commission's regulations to cover
such areas as training and qualifications of civilian nuclear power plant person-
nel, physical protection requirements, approved Spent Fuel Storage Casks,
physical protection requirements at fixed sites, day firing qualification programs
for security personnel at fuel cycle facilities, fitness for duty requirements for
certain facilities and shipments, and land disposal of radioactive waste applica-
ble to above ground disposal. Final rulemakings have been issued on decom-
missioning recordkeeping and license termination, disposal of waste oil byincin-
eration from nuclear power plants, and licenses and radiation safety
requirements for large irradiators.

Regulatory Guides

A regulatory guide on monitoring the effectiveness of maintenance at nuclear
power plants was issued to implement the maintenance rule,10 CFR 50.65. Sev-
eral documents were published in support of the revised source-term program.

91
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EXPENSES BYPROGRAM

FY 1993 operating expenses by program are as follows:

Reactor Safety and Safeguards
Regulations 5 152,453,071.00

Reactor Safety Research 97,681,505.00

Reactor Special and Reviews.
Investigation and Enforceme.. 30,971,340.00

Nuclear Material and Low-Level
Waste Safety and Safeguards
Regulation 52,208,353.00

High-Level Nuclear Waste Regulation 20,330,550.00

Nuclear Safety Management &
Support 132,874,912.00

Inspector General 5,956,363.00

GSA Transfer Appropriation 2,499,523.00

Reimbursable Work 1,080,602.00

TOTAL $ 496.056.219,00
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NRC PRINCIPLES OF GOOD FINANCIAL MANAGEMENT

Those who handle public resources have a special responsibility to safeguard the re-
sources entrusted to them and to use them properly. Poor financial management by
NRC can undermine the confidence that we are effectively accomplishing our health and
safety mission. NRC managers must ensure that public funds are used for authorized
purposes only and that they are used economically, efficiently, and within established
limits. ,oward these ends, the NRC uses the following Principles of Good Financial
Management:

PlsfNNING. Good financial management begins with good planning. NRC's strategic
planning should be based on sound assumptions and accurate information, and should
provide the foundation for the entire fiscal process. Resource requests must be consis-
tent with program goals. guidance, and planning assumptions, and must consider cur-
rent financialstatus. Plans should be developed for commitment and obligation of funds
based on program needs, procurement lead times, and the need for continuity of fund-
ing.

CONTROL. Good financial management requires good financial control. Appropriate
effective cost controls throughout the financial management process ensure adequate
accounting of funds expended, prevent over-obligation of funds and inappropriate ex-
penditures, identify early instances where funds should be reallocated, and produce
valuable information for the planning process.

CO3/MUNICATION. Good financial management requires good communication
among those involved in the financial management process. Complete, accurate, and
timely financialinformation must be readily available, and financialimplications must
be considered in decisionmaking. Financial systems should be integrated and meet both
agency and office data needs. Newinformation and ideas must be shared throughout the
organization.

COSTEFFECTIVENESS. Good financial management balances expenditures and re-
su:ts. Managers at alllevels must ensure that NRC gets what it pays for and that the
results are what NRC needs to accomplish its mission. Ongoing projects shou:d be eva-
luated to ensure resultsjustify continued funding. Appropriate precautions ensure that
waste is avoided. To ensure maximum utility of available resources, funds should be ob-
ligated as early as practical during the fiscal year, and excess funds should be deobli-
gated as soon as practical after project completion.

EUfLUATION. Good financial management requires periodic evaluation of perform-
ance against meaningful financial and program performance measures. Such perform-
ance assessment should evaluate planned versus actual program results as well as the
comparison of program costs with program accomplishments.

PERSONNEL. Good financial management is the product of competent and motivated
people. Those who are given financial management responsibility must have integrity,
dedication and be well trained and qualified. They must have authority that is commen-
surate with their responsibility, and they must be recognized when achieving superior
performance.

. . _ - _.
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