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M EMORANDUM TO THE CHAIRMAN

e e i . et Vo . . e el 8 5 s s et . B

1 am pleased to submit to you this semiannual report on the activities of the
Office of the Inspector General covering the period October 1, 1991, through
March 31, 1992. This report is submitted to you in accordance with Section § of
the Inspecior General Act of 1978, as amended.

The accomplishments described in this report represent the combined ef-
forts of the O1G staff and the U.S, Nuclear Regulatory Commission (NRC) man-
agement, We sincercly appreciate the agency’s full cooperation and support. We
look forward to continuing this relationship in striving to achieve the hughest lev-
els of integrity and efficiency in the programs and operations of the NR(

Sinceiely,

Dawvid C. Williams
Inspector General
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determined that NRC did not report all consulting service contract actions to the
Federal Procurement Data System as required. Ambiguous language in OMB's
guidance documents appeared to be a factor in NRC's reporting practices,

B  The O1G assessed the NRC's Safety Issues Management System (SIMS) to
determine whether the system's database was complete, current, and accurate.
The OIG found that the SIMS database was generally complete and accurate.
However, additional quality assurance features are required to maintain the sys
tem's reliability.

B The OIG reviewed NRC's process for licensing the use of nuclear materials
in capsules at a commercial irradiation facility. The O1G determined that in ap-
proving the use of these capsules, the NRC may have depended too heavily on
the Department of Energy (DOE) in carrying out its regulatory review activities,
especially in its reliance on DOE's testing program,

B The OIG assessed NRC's compliance with the provisions of Public Law
101-121 (the Anti-Lobbying Act). The act requires that contract actions foi
amounts over $100,000 contain specific certifications and contract clauses. The
audit revealed that NRC was not in full comphance with the act because required
contract clauses were not included in all contracts,

B  The OIG assessed NRC's compliance with the Federal Managers’ Financial
Integrity Act to determine whether NRC has established a program of continu-
ous evaluation, improvement, and reporting for internal control and accounting
systems. The OIG found that the NRC generally complied with the requirements
of the act,

INVESTIGATIONS

From October 1. 1991, througu March 31, 1992, the OIG initiated 40 new inves-
tigations and closed 43 cases. As of March 31, 1992, 45 invesugations were in
progress. O1G investigations led to 10 referrals to the Department of Justice and
§1 referrals to NRC management for corrective action, Brief summaries of se-
lected investigations are provided below.

B The OIG received an allegation that an NRC employee had improperly
claimed excessive amounts of overtime. The OIG's investigation substantiated
the allegation and uncovered additional false claims made by the employee. The
employee was later indicted.

B The OIG received information that an NRC contracior employee had
fraudulently used an NRC employee’s name ¢ nd social security number to ob-
tain credit cards. The OIG investigation substantiated the allegation and
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assessed the available supporting documentation for five of the ICRs and dis-
cussed the reviews with the individuals who performed them. Based on the re-
sults of these reviews and discussions, O1G believes the reviews were performed
satisfactorily.

In the area of financial systems reviews, OMB guidance sets out a review pro-
gram that includes a combination of three elements: (1) application of existing
knowledge of the overall system, (2) a limited review of system components, and
(3) a detailed review of the individual systems. NRC performed one detailed re-
view and five limited reviews in 1991, The detailed review was performed on the
payroll management system. Limited reviews were performed on the accounts
receivable system and on all three modules of NRC's integrated finanaial man-
agement information system: travel, Government/commercial, and budget exe-
cution. A limited review was also performed on the payroll managemer® “vtem;
this limited review served as a followup for the carlier detailed review. Ol 5 as-
sessed the findings for all of the reviews conducted by NRC and discussec b,
review procedures with the individuals who conducted the reviews. Based on the
results of these discussions and the assessments of the supporting documenta-
tion, O1G believes that the NRC financial system reviews were performed satis-
factorily.

The OIG also examined NRC actions in response to recommendations con-
tained in previous O1G FMFIA audit reports. 1n its 1990 FMFIA audit report,
O1G recommended that NRC's license fee billing system be completed in &
timely manner. The system is scheduled to be implemented in FY 1993, The
1990 OIG report also made four recommendations regarding NRC's financial
systems review process. The OIG noted a number of weaknesses with NRC's
A-127 reviews, particularly concerning personnel training, quality control, and
scheduling. NRC took corrective actions in 1991 to address these weaknesses,
Preliminary findings of an ongoing audit concerning contract closcouts, how-
ever, suggest that agency corrective action is necessary in one other area. The
OIG noted a large backlog of completed contracts without the required closeout
reviews mandated by he Federal Acquisition Regulation. After the audit is com-
pleted, the OIG wil' present its findings and associated recommendations to the

appropriate agency fhcials,
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THE AUDIT PROGR AN

Ina previous ceporung period, the GG made several recommendations to NRC
managemc 0t Lo Celet the unauthorized use of the Federal Telecommunications
Sysiem. The NRC is reviewing the cost-effectiveness of the O1G recommend +
tions and is experted o complete its study in June 1992 In addition, the OIG
prevously recommended that the NRT develop an avtomated license fee billing
sysixn. MRC son the final stages of developing the system, with co.aplete imple-
Mentainn ¢ pected 1n early FY 1003,

During this reporting period, the O1G completed 7 vadis addressing the NRC's
administrative and programmatic functions and reviewed 49 contract audit re-
ports issued by the Defense Contract Audit Agency. These audits resulted in five
recommendations to NRC management and the identification of $88.458 as
funds that could be pui to better use, An additional $42,422 was identified as
cuestioned costs, Summaries of the internal audit reports are provided below.

AUDIT SUMMARIES

Review of Commercial Facilities Management fo;: One White Flint
North

The NRC uses contractual services for the management of its headquarters of.
fices at the Qre White Flint North (OWEN) building in Rockville, Maryland,
The OIG reviewed the adequacy of NRC's controls over its management of
OWFN with regard to (1) the approval process for requesting management serv-
ices, (2) the evaluation of contractor performance, (3) the acceptance of work
periormed, and (4) assessment of the reasonableness of selected contractor
charges. The O1G found that the NRC generally has adequate controls ir place
over these four performance arcas. However, the O1G found two areas that
needed attention from NRC management: quality assurance inspections of con-
tractor performance and execution of the Emergency Protection Plan for
OWFEN. The responsible program managers have initiated corrective actions in
response to the deficiencies noted during the audit.

NRC Improperly Withheld Employee Health Benefit Payments From
HealthPlus of Maryland

HealthPlus of Maryland, a participant in the Federal Emplovees’ Health Bene-
fits Progra-n (FEHBP), submitted a claim to OPM alleging that the Federal
Government owed $2.4 million in unpaid premiums for the period January 1,
1988, through December 31, 1990 The NRC s share of the alleged $2.4 millon
was $1.550. At the request of OPM, the OIG reviewed the HealthPlus daim to
determine the validity of the claim insofar as NRC is concerned and to identify
the causes of any nonpayment,

12
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mmmmu application. Two years later. a leak was discov-
~ered in oae of the capsules at the Decatur facility.

m Data as of 01/31/92. The NRC is currently considering a request from Maine o become ar
wmmmmi‘umm& g .

m Nuclear Regulatory Commission, “Information Digest,” NUREG - 1350

| ‘Hn OIG determined that NRC may have relied too heavily on DOE in its ap-

~ proval for the use and regulation of WESF capsules. NRC had to rely on DOE
“regarding the design and fabrication of the capsules because NRC did not have

| m means to independently test or corroborate information provided by DOFE,
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automated information systems. Through a series of audits, O1G will ascertain
whether (1) NRC's automatic data processing systems are effectively and eco-
nomically meeting the needs and requirements of NRC office s and (2) the infor-
mation system databases are reliable and adequate to support management de-
cisions that are based on these databases.

B Survey of NRC's Research Management —OIG's goal in conducting this
survey is to examine the effectiveness of NRC's research management practices.
The audits will address procedures used to (1) select contractors and monitor
their work, (2) identify and apply research needs and results, and (3) integrate
these products into the regulatory process.

B Review of NRC's Budget Execution Process— The objective of this review
is to determine whether NRC's budget is being execured in an efficient and effec-
tive manner. The review will include an examination of the methods employed by
the NRC to maintain administrative control over its appropriated funds. The re-
view will also assess the agency's ability to execute its budget vis-a-vis the origi-
nal budget planning assumptions.

B Review of Work Placed With DOE National Laboratories — A substantial
portion of the NRC's annual research budget is committed to DOE through con-
tracts managed by the Office of Nuclear Regulatory Research (RES). A major
focus of this audit will be 1o assess both the effectiveness and efficiency of RES
project management activities. This review will also address the extent (o which
RES adheres to established policies and procedures for placement of contract
work with the DOE national laboratones.

B  Review of NRC's Allegation Management System (AMS)—The AMS is a
computerized tracking system used to manage allegations received by the NRC
about agency-regulated activities. The objective of this review is 10 determire
the adequacy of established AMS pol ‘cies and procedures and to assess whether
the AMS is achieving the purposes and goals defined by the Commission.

B Review of NRC's Contract Closeout Process—The Federal Acquisition
Regulation requires that agencies close out completed contracts in a specific pe-
riod of time. The purposes of the audit are to (1) determine the overall status of
NRC contract closeouts and (2) review and evaluate NRC's effectiveness in clos-
ing out those contracts exceeding $100,000.

AUDIT TABLES

The NRC's dependence on commercial contract activity is relatively limited.
Thus, questioned costs and savings are inherently smaller than those reported by
most other agencies. During the reporting peniod, the O1G reviewed 49 contract
audit reports. The following tables depict the cost savings from the contract

audits.
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Table | |
Office of the Inspector General ‘
Reports Containing Questioned Costs*
| (Dollar Value) i
| Number of Questioned  Unsupported :
| Reports Reports Costs Costs :
A. For which no management 0 ] ]
decision had been made by -
the commencement of the l
‘-‘. reporting period 5
!: B. Which were issued during gre 4242 0 :
p the reporting period [
; Subtotals (A + B) 5 24202 0 |
| C. For which a management 4 R.546 0 ]
' ision was made during
| the reporting period: :
| (i) dollar value of disallowed 4 8.546 0 :
e |
(it)dollar value of costs not 0 0 0 :
| disallowed .‘
| D. For which no management 1 13,87 0
decision had been made by l
the end of the reporting period l
E. Reports for which no manage- 0 0 0
5 ment decision was made o
E within six months of issuance |
5 ——r——

£ *Table only includes reports containing direct questioned costs.
i **The figure differs from number of reports reviewed because 27 reports had no questioned
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THE INVESTIGATIVE PROGRAM
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During this reporting period, the O1G received 135 allegations of misconduct.
The office initiated 40 new investigations and closed 43 cases. Ten referrals were
made to the Department of Justice and §1 10 NRC management for corrective
action. Summaries of the O1G: most significant investigations follow.

INVESTIGATIVE CASE SUMMARIES

NRC Employee Indicted Following O1G Investigation

OlG investigated an allegation that an NKC employee was improperly claiming
excessive amounts of overtime. The employee's travel records were examined.
and improprieties were found in connection with the employee's claims against
the Government for furniture rental, car rental, house rental. meals and inciden-
tal expenses, and private automobile mileage. This imvestigation also revealed
that the employee submitted false overtime claims to the NRC i, excess of 100

hours, The approximate amount of false claims filed by the employee was
$14,000.

The findings of this investigation were referred to the United States Attorney's
office, Southern Judicial District of Georgia. In December 1991, 4 five-count
grand jury indictment was returned against the employee, charging two counts of
submitting false claims to the NRC in violation of 18 U.S.C. 287 and thiree counts
of submitting false statements to the NRC in violation of 18 U8 (" 1001 These
charges are currently pending beore the United States District Court in
Brunswick, Georgia, On February 7, 1992, the employee resigned his pasition
with the NRC.

NRC Contract Employee Arrested for Credit Card Fraud

OIG received information that an NRC contract employee had fraudulently
used an NRC employee's name and social security number to obtain ¢redit cards.
Initially, the contract employee opened eight credit card accounts. During O s
investigation, it was learned that the individual opene four additional accounts
using « second NRC employee's name and social security number. This investi-
gation revealed that approximately $10.000 in merchandise was purchased with
the fraudulent credit cards. The contract employee was arrested but subse-
quently declined to be interviewed by the O1G. The individual buter plead guilty
to the theft and unlawful use of credit cards. The individual received probation
and was ordered to pay restitution. The contract employee was terminated fol-
lowing his arrest.
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REGULATORY REVIEW

Numerous Federal legislative proposals, as well as Commission policy initia-
tives, were reviewed by the O1G during this reporting period. O1G comments on
the most notable issues are summarized beiow.

The O1G commented on the draft General Accounting Office (GAQO) report en-
titled “Employee Conduct Standards: Some Outside Activities Present Conflict-
of-Interest Issues.” The report was prepared at the request of Senator David
Pryor, Chairman of the Subcommittee on Federal Services, Post Office, and
Civil Service; Committee on Governmental Affairs; United States Senate. Sena-
tor Pryor was concerned about conflicts of interest that may arise when Federal
employees perform similar work both inside and outside the Government. NRC
was 1 of 11 agencies selected for review. The OIG provided comments on two
substantive errors in the draft report. First, GAO found that NRC failed to re-
quire periodic updating of outside activity reports by employees. However, NRC
annually requires employees to fill out two forms that require disclosure of out-
side activities, The GAO also determined that NRC required reporting of out-
side employment only for nuclear-related outside activity. This finding is
incorrect as the NRC regulations enumerate other instances in which outside
activity must be reported. OGC incorporated O1G’s comments into its reply to

GAO.

Comments were also provided by OIG on a proposed revision to OMB Circular
A-50, “Audit Followup.” The OMB proposal addressed issues such as the desig-
nation of an “audit followup official,” followup tracking procedures, and a clari-
fication of terms as defined in the Inspector General Act of 1978, as amended.

The OIG agreed, in general, with OMB’s proposal. The O1G commented, how-
ever, that the agency audit followup official should also have the primary respon-
sibility for maintaining the recordkeeping system necessary to track all tudit
findings and recommendations. The O1G stressed the importance of the 1 ack-
ing system and reiterated the need for clearly designating an official to mamntain
it. Furthermore, the OIG stated that overall management accountability could
also be strengthened by integrating the audit tracking system into the agency's
audit followup process. Complete access by the OIG to the agency's tracking sys-
tem was considered essential for the proper monitoring of the agency’s followup
activities. This access would also eliminate the need for the O1G to establish and

maintain duplicate tracking systems.
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Arrenices

- AUDIT LISTINGS
: INFERNAL AUDIT REPORTS
h Dute Fitle Number
i 1272009 Review of NRC's Implementation of OIG-92A-4
the Federal Manapers” Financial
. Integrity Act for 1991
- 1272791 Review of NRC's Complisnce With the OIG-92A 465
‘ Anti-Lobbying Act
.; (1792 Review of the HealthTlos Claim ORG-91A-12
| 0172492 Review of Commerctdl Facilities O'G41A-49
Management of One White Fla Nowth
02892 Review of Contracting for Comsulting OIG-91 A5
Dervices
(2726/92 Review of “Tessons Learned” From OHG-H A5
Lacensing of DOE WESF Capsules
) 0340392 Review off NRR's Sufery Fssues OlG-YTA-
2 Munagement Svatem
-i
.
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Aronic Energy Commission

NRC's Office for Analysis and Evaluation of
Operational Data .

Allegation Managemen bystcm

Chiel Financial Offtioer

U8, Defense Comract Audit Agency
US Departnent of Encrgy
U S, Department of Justice

Federal Emplovees” Hewth Benehits ngum
Federal Mamagers” Finarclul futegrity Act
Federal Procurement Data System

fiscal year

ULB. General Accounting Office
LS. Generdl Services Administration

imternal cionitral review
Inspector Genera)

matigement cantrol plan

LS. Nuglear Regulatory Commtission
NRC's Office of Nudiear Reactor Regulation

NRC S Office of the Goneral Counsel
NRC's Office of the Inspectar General
U8, Oftfice of Management and Budget
ULS. Office of Personnel Management
One White Flier North

President’s C nu.m:l' on Integrity and Fificlenacy

ngmm Fraxd Cwil Remedies At

NRCs Offige of Nutear Regubitory Research -
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tted States Cole

Waste Focapsuiation and Stovage Factliy

RESAC







THE INSPECTOR GENERAIL
HOTLINI




4‘11’1’1' VDICES

LWCDIT LISTINGS







e S e e I i I i, e e .

Funds
Questioned Put 1o

|
i
3 OIG Costs Better Use
h Issued Contractor (Dollars) (Dollars)
b
L 01/06/92 8 Cohen & Associates, Inc. 0
b RS-RES-92-037
: 01/13/92  Computing Ar.alysis Cor 0
| RS-TRM.S1g8y > CoP:
E 0171392 Micro Analysis & Design v
| NRC-03-85-054
01/14/92 General Electric-NEBO 83 217
5 NRC-04-79-184; NRC-04-76-215
1
01/14/92 El International, Inc, 6,519
| NRC-04-86-112
|
I 01721792 Planning Research Corp. 0
E NRC-1)-84-211; NRC-10-82-356
* 01/21/92 ' F. Weston, Inc. 0
I' N.‘ C-26-87-419
B 012192 Arthur D. Little. Inc. 0
] RS-RES-92-037
: 012192 Mathtech, Inc. 0
l NRC-33-86-263; NRC-04-87-400);
; NRCAM-87-086
i 01721792 Pennsylvania State University 26,041
3 RS—~ 92-040)
‘ 01/21/92 Energy Research, Inc. 0
w » RS- 92-045
i 01731492 Thompson Engineeting & 0
i Testing, Inc.
. NRC- 269
02/04/92  Scientech, Inc. N
b RS-RES-92-040
" : 02/07/92  Scientech, Inc. 0
3 RS-RES-92-037
02/11/92 S. Levy, Inc. 51,326
RS-RES-92-0401
E 02/18/92  Applied Management 0
i» Systems, Inc.
| RC-33-132
|
!
|
$
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Atomic Energy Commission

NRC's Office for Analysis and Evaluation of
Operational Data

Allegation Management System

Chief Financial Officer

US. Defense Contract Audit Agency
U.S. Department of Energy
U.S. Department of Justice

Federal Employees' Health Benefits Program
Federal Managers' Financial Integrity Act
Federal Procurement Data System

fiscal year

U.S. General Accounting Office
U.S. General Services Administration

internal control review
Inspector General

management control plan

U.S. Nuclear Regulatory Commission
NRC’s Office of Nuclear Reactor Regulation

NRC's Office of the General Counsel
NRC’s Office of the Inspector General
U.S. Office of Management and Budget
U.S. Office of Personnel Management
One White Flint North

President’s Council on Integrity and Efficiency
Program rraud Civil Remedies Act

NRC’s Office of Nuclear Regulatory Rescarch

Safety Issues Management System
sentor resident inspector

United States Code

Waste Encapsulation and Storage Facility
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A toll-free number (1-800
spector General to i"r.»\:.\?g NR(C ¢
access to O1G's Hotline Progran

tully ‘LL'\Y“L'PL‘L‘, to ensure the conhides

port incidents of possible fraud.

staft are avatlabie to answer calls

and 4:00 p.m. (eastern standard time

o }\p‘!“:'i‘

t

HOTI

!

mpioyees, contract

Hotling '}'1";\\“ Ires

iSte, and abuse wi
Sl andec
\11“ GUdV U
), Individ--als n

personnel by writing to the address

INL: NI \H’.( |

() 34344

)
N\

idelir
HOYE \
NRI

DCeITWwWes
provide







5 Sl
G i
Wt
SR
N OS
) 2

L

E1 B '\i t
% Sty 1,
Smiieg

L




