November 17, 2014

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

I enclose the U.S. Nuclear Regulatory Commission’s (NRC’s) Fiscal Year 2014
Performance and Accountability Report. This report was prepared in accordance with the
Reports Consolidation Act of 2000 and the Government Performance and Results Act
Modernization Act of 2010.

I have assessed the completeness and reliability of the program and financial data
contained in the NRC’s Fiscal Year 2014 Performance and Accountability Report. Based on
evaluation criteria issued by the Office of Management and Budget, | conclude that the data is
complete and reliable.

The NRC places a high priority on sound management and public accountability. The
Commission looks forward to continuing to work with you to deliver the best possible results for
the Government and the American people.

Respectfully,

/RA/
Allison M. Macfarlane

Enclosure:
As stated



November 17, 2014

The Honorable Joseph R. Biden, Jr.
President of the Senate
Washington, DC 20510

Dear Mr. President:

| enclose the U.S. Nuclear Regulatory Commission’s (NRC’s) Fiscal Year 2014
Performance and Accountability Report. This report was prepared in accordance with the
Reports Consolidation Act of 2000 and the Government Performance and Results Act
Modernization Act of 2010.

I have assessed the completeness and reliability of the program and financial data
contained in the NRC'’s Fiscal Year 2014 Performance and Accountability Report. Based on
evaluation criteria issued by the Office of Management and Budget, | conclude that the data is
complete and reliable.

The NRC places a high priority on sound management and public accountability. The
Commission looks forward to continuing to work with you to deliver the best possible results for
the Government and the American people.

Sincerely,

/RA/
Allison M. Macfarlane

Enclosure:
As stated



Identical letter sent to:

The Honorable Joseph R. Biden, Jr.
President of the Senate
Washington, DC 20510

The Honorable Patrick J. Leahy
President Pro Tempore

United States Senate
Washington, DC 20510

The Honorable John A. Boehner
Speaker of the United States
House of Representatives
Washington, DC 20515

The Honorable Barbara Boxer

Chairman, Committee on Environment
and Public Works

United States Senate

Washington, DC 20510

cc: Senator David Vitter

The Honorable Sheldon Whitehouse
Chairman, Subcommittee on Clean Air

and Nuclear Safety
Committee on Environment and Public Works
United States Senate
Washington, DC 20510
cc: Senator Jeff Sessions

The Honorable Fred Upton
Chairman, Committee on Energy
and Commerce
United States House of Representatives
Washington, DC 20515
cc: Representative Henry A. Waxman

The Honorable Ed Whitfield

Chairman, Subcommittee on Energy and Power
Committee on Energy and Commerce

United States House of Representatives
Washington, DC 20515

cc: Representative Bobby L. Rush



The Honorable John Shimkus

Chairman, Subcommittee on Environment
and the Economy

Committee on Energy and Commerce

United States House of Representatives

Washington, DC 20515

cc: Representative Paul Tonko

The Honorable Mike Simpson

Chairman, Subcommittee on Energy
and Water Development

Committee on Appropriations

United States House of Representatives

Washington, DC 20515

cc: Representative Marcy Kaptur

The Honorable Dianne Feinstein

Chairman, Subcommittee on Energy
and Water Development

Committee on Appropriations

United States Senate

Washington, DC 20510

cc: Senator Lamar Alexander

The Honorable Thomas R. Carper

Chairman, Committee on Homeland Security
and Government Affairs

United States Senate

Washington, DC 20510

cc: Senator Tom Coburn

The Honorable Mary L. Landrieu

Chairman, Committee on Energy
and Natural Resources

United States Senate

Washington, DC 20510

cc: Senator Lisa Murkowski

The Honorable Mike McCaul

Chairman, Committee on Homeland Security
United States House of Representatives
Washington, DC 20515

cc: Representative Bennie G. Thompson
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CHAPTER 2

Small Modular Reactors

The NRC has completed draft or final sections of the design
specific review standards (DSRS) for both the mPower design
and NuScale design at a pace commensurate with industry
progress. The agency also completed 36 Interim Staff
Guidance documents and Standard Review Plan sections. This
critical regulatory infrastructure will allow the agency to better
assess new and advanced technologies when they are submitted.

The NRC continued to prepare for future reviews of SMR
design and licensing applications, including development of

- PROGRAM PERFORMANCE

the regulatory framework to support reviews of these new
designs and extensive outreach to external stakeholders.
During FY 2014, the NRC held pre-application meetings with
SMR vendors to discuss technical topics associated with these
designs. The NRC also conducted reviews of both technical
and topical reports submitted by SMR vendors. The agency
issued Regulatory Issue Summary (RIS) 2013-18, “Licensing
Submittal Information and Design Development Activities
for Small Modular Reactor Designs.” This RIS is a forward-
looking planning tool that allows the industry to show its
intent to submit an application to the NRC.

Figure 12 — LocaTions oF NEw NucLEAR PowER REACTORS APPLICATIONS
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NEew ReEACTOrRS OVERSIGHT
Construction Inspection

The NRC continues to perform construction inspection
activities for the four AP1000 units at the Vogtle and Summer
sites and for Watts Bar Unit 2, primarily through the Region
II office in Atlanta, GA. In FY 2014, AP1000 construction
activities were focused on the structural modules and concrete
pours. The agency also inspected the Watts Bar Unit 2 open
vessel testing which demonstrated that Emergency Core
Cooling System components could satisfy their specified design
injection safety functions. The tests established proper flow
balances to the reactor vessel and yielded flow characteristics
and vibration data for the charging, safety injection, and
residual heat removal pumps.

The agency received and processed 14 ITAAC Closure
Notifications. The NRC continues to refine the processes and
guidance for ITAAC Closure, including facilitating several
public workshops to solicit input, exchange views and reach
consensus on issues such as developing additional examples of

ITAAC Closure Notifications.

Vendor Inspection
In FY 2014, the NRC continued implementation of the

Vendor Inspection Program, including conducting 36 vendor
or quality assurance implementation inspections supporting
both new and existing reactor licensees. One international
inspection was an NRC-led multinational team inspection of a
steam generator tube supplier. Several of the inspections were
related to ITAAC for the AP1000 and others were specific to
commercial grade dedication. The inspections were focused on
the design, qualification and testing of safety-related structures,
systems, components and services. Findings were reported

in areas of inadequate design control and commercial grade
dedication.

Investigations and Enforcement

Just as was the case for operating reactors, the NRC will not
permit applicants for new licenses, nor their contractors and
vendors, to continue to conduct licensed activities if they
cannot achieve and maintain adequate levels of safety. In
FY 2014, the NRC processed one escalated enforcement
action, which was supported through an investigation.

ProcrRAM PERFORMANCE

NEW REACTORS RULEMAKING

The NRC completed the ESBWR design certification

final rule. This rule certifies the ESBWR design in the
Commission’s regulations. In addition to completing the
ESBWR final rule, the agency was fully engaged in several
other rulemakings. These rulemakings were the 10 CFR Part
50 Appendix I (“Numerical Guides for Design Objectives and
Limiting Conditions for Operation to Meet the Criterion ‘As
Low as is Reasonably Achievable’ for Radioactive Material

in Light-Water-Cooled Nuclear Power Reactor Effluents”)
rule, the 10 CFR Part 21 (“Reporting of Defects and
Noncompliance”) rule, and a rule on financial qualifications for
merchant plants.

NEew REACTORS RESEARCH

Much of the technical work and research described earlier

for operating reactors applies to new reactors as well. Over
the past several years, the NRC has focused its new reactor
regulatory research efforts on potential new light-water reactor
facilities in order to prepare for and evaluate standard design
certifications. The NRC research program addressed key
areas that support the agency’s safety mission. Some of the
more important issues addressed include: radiation protection
research; assessment of digital systems, including hazard
analysis and failure mode effects analysis; development of
advanced tools for probabilistic risk assessment activities that
support risk-informed regulatory decision making; seismic and
structural research; research on hazards from natural events,
including seismic hazard issues, flooding, and tsunami events;
thermal-hydraulic research and analysis; severe accident and
consequence research and analysis; and human reliability
analysis research. Research related to SMR concepts focuses
on identifying phenomenological differences from large
reactors and developing and validating tools for analyses to
support potential licensing reviews.

http://www.nrc.gov = Protecting People and the Environment 45
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NUCLEAR MATERIALS AND
WASTE SAFETY PROGRAMS

The NRC regulates activities that provide for the safe and
secure production of nuclear fuel used in commercial nuclear
reactors; the safe storage, transportation and disposal of
high-level radioactive waste and spent nuclear fuel; and the
transportation of radioactive materials regulated under the
Atomic Energy Act. The agency also develops and implements
rules and guidance for the safe and secure use of source,
byproduct, and special nuclear material in industrial, medical,
academic, and commercial activities, and at decommissioning,
uranium recovery, and low-level waste sites. Ensuring safety
and security involves licensing, inspection, assessment of
licensee performance, events analysis, enforcement, research,
and identification and resolution of generic issues.

The following sections describe the safety and security
programs the NRC conducted during FY 2014 that

resulted in the achievement of its strategic goals for Fuel
Facilities, Nuclear Material Users, Spent Fuel Storage and
Transportation, and Decommissioning and Low-Level Waste
business lines.

FUEL FACILITIES

The NRC licenses and inspects all commercial nuclear fuel
facilities that process and fabricate uranium concentrates into
the reactor fuel that powers the Nation’s nuclear reactors.
Licensing activities include detailed health, safety, safeguards,
and environmental evaluations. Oversight involves reviews
of licensee programs, procedures, operations, and facilities to
ensure safe and secure operations.

The priorities for the Fuel Facilities business line during
FY 2014 were as follows:

1. Ensure safety, security, and environmental protection
through effective oversight of operating fuel facilities and
facilities under construction.

2. Ensure safety, security, and environmental protection
through effective management of licensing actions and other
regulatory activities.

3. Support U.S. non-proliferation activities through
implementation of international safeguards and domestic
material control and accounting.

ProcrRAM PERFORMANCE

4. Maintain effective communications with stakeholders on
staff approaches to emergent issues, rulemaking, guidance
development, and other regulatory activities.

FueL FAcILTIES LICENSING

The NRC’s Report to Congress on the Paducah and
Portsmouth Gaseous Diffusion Plants (GDPs), as required by
Section 1701 of the Atomic Energy Act (AEA), was delivered
in FY 2014. Having advised the agency in FY 2014 that

it intended to cease operations at Paducah, the operating
company has requested termination of its Certificate of
Compliance, the basis under which the Paducah GDP was
licensed and operated.

In FY 2014, the NRC planned for the conclusion of the
Research, Development, and Demonstration program at
United States Enrichment Corporation (USEC) Lead Cascade,

potential expansion to the American Centrifuge Plant (ACP),
and potential bankruptcy of USEC, Inc.

FueL FAaciuTies OVERSIGHT

The agency developed a process during FY 2014 through
which a fuel cycle facility’s Corrective Action Program (CAP)
will be reviewed and inspected to allow for the expanded use of
non-cited violations. The agency continued to implement the
Revised Fuel Cycle Oversight Process (RFCOP) Project Plan,
including finalizing the Regulatory Guide for the Fuel Facility
CAP. In parallel, the NRC reviewed the CAP proposed by
Louisiana Energy Services (LES) and completed the piloting
inspection procedure for CAP implementation at LES. The
NRC issued a letter stating that the LES CAP is adequate, and
authorized LES to use the new non-cited violation provision
of the Enforcement Policy on March 4,2014. LES is the

first operating fuel cycle facility authorized to use the NRC
Enforcement Policy provision. The new policy permits a

fuel cycle facility licensee with an adequate CAP to treat
NRC-identified greater-than-minor Severity-Level IV
violations as non-cited violations. The agency has been
committed to communicate frequently with stakeholders to
ensure alignment on RFCOP activities.

PERFORMANCE AND AccoUNTABILITY REPORT = FiscalL YEAR 2014
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Fuel Rod Assembly

In FY 2014, the agency completed unresolved items opened
during post-Fukushima evaluations of Fuel Cycle Facilities
for the treatment of natural phenomena hazards, and issued
on August 8,2014 a Generic Letter, “Treatment of Natural
Phenomena Hazards in Fuel Cycle Facilities,” for public
comment.

Investigation and Enforcement

The NRC will not permit licensees to continue to conduct
licensed activities if they cannot achieve and maintain adequate

levels of safety. In FY 2014, the NRC did not process any

escalated enforcement actions associated with fuel facilities.

Through use of a post enforcement conference, the NRC
issued two cited severity level 4 violations to LES, which closed
the potential escalated enforcement case for nuclear criticality

safety issues identified at LES.

FueL FACILTIES RULEMAKING

The NRC published for public comment a draft regulatory
basis to support the potential amendments to revise a number
of existing security-related regulations relating to physical
protection of special nuclear material at NRC-licensed facilities
and in transit (10 CFR Part 73, “Physical Protection of Plants
and Materials,” material attractiveness), as well as the fitness for
duty programs (10 CFR Part 26, “Fitness for Duty Programs,”
fatigue requirements) for security officers at certain fuel cycle
facilities.

ProcrRAM PERFORMANCE

FueL FAciuTY SECURITY

In FY 2014, the NRC resolved material control and accounting
issues at the Nuclear Fuel Services facility in Erwin, TN. The

agency also provided a Report to Congress on High-Enriched
Uranium (HEU) exports.

The agency conducted site visits at four fuel cycle facilities
to gather information and inform agency decisions on cyber
security requirements.

NUCLEAR MATERIALS USERS

The NRC licenses and inspects the commercial use of nuclear
material for industrial, medical, and academic purposes.
Commercial uses of nuclear materials include medical
diagnosis and therapy, medical and biological research,
academic training and research, industrial gauging and
nondestructive testing, production of radiopharmaceuticals, and
fabrication of commercial products (such as smoke detectors)
and other radioactive sealed sources and devices. The agency
currently regulates about 2,900 specific licensees for the use
of radioactive materials. Under the NRC'’s Agreement State
program, 37 States have assumed regulatory responsibility for
approximately 18,000 licenses for the industrial, medical, and
other users of nuclear materials in their States. The agency
reviews Agreement State programs as well as certain NRC
licensing and inspection programs through the Integrated
Materials Performance Evaluation Program.

Detailed health and safety reviews of license applications,

as well as inspections of licensee procedures, operations, and
facilities, provide reasonable assurance of safe operations and
the production of safe products. The NRC routinely inspects
nuclear material licensees to ensure that they are using nuclear
materials safely, maintaining accountability of those materials,
and protecting public health and safety. The agency also
analyzes operational experience from NRC and Agreement
State licensees and regularly evaluates the safety significance of
events reported by licensees and Agreement States.

The priorities for the Nuclear Materials Users business line
during FY 2014 were as follows:

1. Continue oversight of licensing and inspection activities.

2. Continue Agreement State Program oversight and
enhancements.
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3. Implement 10 CFR Part 37 (“Physical Protection of

Category 1 and Category 2 Quantities of Radioactive
Material”) including Working Group Activities.

4. Implement Integrated Source Management Portfolio
(ISMP) 10-year plan and continue investment protection.

5. Continue to assess source security through completion of
actions for Radiation Source Protection and Security Task
Force and issue the report.

6. Continue rulemaking activities including the guidance
development and publishing of the proposed 10 CFR
Part 35 (“Medical Use of Byproduct Material”) rule
and publication of the 10 CFR Part 20 (“Standards for
Protection against Radiation”) advanced notice of proposed
rulemaking.

7. Continue development of Tribal Program initiatives that
support implementation of Tribal Policy Statement.

NUCLEAR MATERIALS USERS LICENSING

The NRC completed self-assessments of the Sealed Source and
Device Program and Exempt Distribution Licensing Program
in preparation of the Integrated Materials Performance
Evaluation Program (IMPEP) review to be conducted in
October 2014.

The NRC managed the large amount of unanticipated work
associated with Georgia’s Agreement State program being
placed on probation late in FY 2013, requiring greater NRC
oversight. Georgia implemented agreed upon improvements.
In mid-FY 2014, the NRC reviewed the improvements and
removed Georgia from probation. The agency also expedited
the review and issuance of a license to a hospital in Montana
authorizing possession and use of a gamma knife, the only unit
in the State.

NUCLEAR MATERIALS USERS OVERSIGHT
Throughout FY 2014, the NRC completed safety inspections

of materials licensees. As a result of the inspections, the
NRC issued penalties and Notices of Violation (NOVs). The
violations noted included failure to properly secure a portable
nuclear gauge, security-related violations associated with
radioactive materials, failure to issue dosimeters to workers,
and providing incomplete and inaccurate information to an

NRC inspector.

The NRC performed a reactive inspection to investigate a
potential overexposure to the hand of a cyclotron operator

- PROGRAM PERFORMANCE

in West Virginia due to failure of the individual to perform

an adequate survey for workplace safety. Another reactive
inspection in FY 2014 was to review significant safety concerns
involving potential exposures to members of the public
identified during a routine, unannounced inspection of Acuren
USA’s operations in Kenai, AK. A CAL was issued confirming
the licensee’s commitment to suspend radiography at a field
station and conduct evaluations of doses that might have

been received by members of the public resulting from past
operational practices. Only one exposure exceeded Abnormal
Occurrence Criterion 1.A.3. The details of this event can be
found at http://www.nrc.gov/reading-rm/doc-collections/

event-status/event/2014/20140730en.html.

The agency issued Regulatory Information Summary

(RIS) 2014-03, “Notice of 10 CFR Part 37 Implementation
Deadline for NRC Licensees,” to inform licensees and
Agreement States about the implementation date for

10 CFR Part 37. The NRC also issued Enforcement Guidance
Memorandum to address enforcement discretion from Part 37
for commercial reactor licensees with large components and
robust structures containing Category 1 and 2 quantities of
materials.

In FY 2014, to respond to a change in land jurisdiction, the
agency completed a successful transition of regulatory oversight
of a broad scope R&D licensee, Lovelace Respiratory Research
Institute, from the NRC to the State of New Mexico.

Investigation and Enforcement

The NRC will not permit licensees to continue to conduct
licensed activities if they cannot achieve and maintain adequate
levels of safety. In FY 2014, the NRC processed 43 escalated
enforcement actions associated with nuclear materials users.
Of these, 12 were supported through investigation.

Gamma Knife
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NUCLEAR MATERIALS USERS RULEMAKING

The agency issued an RIS to distributors of general licensed
devices to remind them of the requirements for submitting
proprietary information to the NRC. Also during FY 2014,
the NRC published the Part 35 proposed rule and draft
guidance for a 120-day public comment period. An advance
notice of proposed rulemaking on Part 20 was also published in
the Federal Register.

NUCLEAR MATERIALS STATE AND TRIBAL PROGRAMS

The NRC completed five high profile IMPEP reviews for the
States of Georgia, New York, North Carolina, Pennsylvania,
and Texas to evaluate their adequacy and compatibility as part
of NRC’s oversight responsibility of the Agreement State
Programs. The NRC also completed an internal IMPEP

for the Region IV office and conducted a tabletop exercise

for the return of an Agreement State program. The exercise
included three scenarios, which identified areas for future
enhancement of existing policy and procedures. The agency
conducted an IMPEP training class in January 2014 for

NRC and Agreement State staffs to ensure that an adequate
number of reviewers are qualified and available for upcoming
IMPEP reviews. Also during FY 2014, the NRC conducted a
workshop to train NRC and Agreement State personnel on the
registration process for sealed sources and devices.

The NRC staff sent the draft Tribal Policy Statement to the
Commission for consideration. The agency continued to
enhance staff familiarity with Tribal issues with a well-attended
session on Tribal issues presented by the U.S. Forest Service.
The agency also improved its Tribal Toolbox to include
geographical information system overlays of Tribal boundaries,
reactors, and uranium recovery facilities.

NUCLEAR MATERIAL USERS SECURITY

The agency completed the Radiation Source Protection and
Security Task Force (Task Force) report on August 8,2014.
This report, which addresses the security of Category 1 and 2
sources within the United States, was prepared by 14 partner
agencies. In response to a previous recommendation by the
Task Force, the agency issued RIS 2014-04, “National Source
Tracking System (NSTS) Long-Term Storage Indicator,”

to encourage licensees to voluntarily submit additional
information pertaining to sources identified in long-term
storage in the NSTS to include the “use status” of their
sealed sources.

ProcrRAM PERFORMANCE

The NRC issued Inspection Procedure (IP) 87137,10 CFR
Part 37, “Material Security Programs,” to verify that materials
licensees are effectively implementing the requirements of 10
CFR Part 37. The NRC also issued NUREG-2166, “Physical
Security Best Practices for the Protection of Risk-Significant
Radioactive Material,” in response to the 2012 Government
Accountability Office Audit on Medical Source Security. The
guidance provides licensees and inspectors with information
about developing and implementing physical protection
systems for securing Category 1 and 2 materials.

SPENT FUEL STORAGE AND
TRANSPORTATION

The NRC conducts detailed technical reviews to ensure

that storage, transportation, and domestic and international
shipments of spent nuclear fuel and other risk- significant
radioactive materials are safe and secure and comply

with agency regulations. The NRC closely coordinates

its transportation-related activities with those of the

U.S. Department of Transportation and, as appropriate, DOE.
The NRC inspects vendors, fabricators, and licensees that build
and use storage systems and transportation packages. The
NRC also inspects interim storage of spent fuel both at and
away from reactor sites.

The priorities for the Spent Fuel Storage and Transportation
business line during FY 2014 were as follows:

1. Complete Continued Storage Rule and NUREG-2157,
“Generic Environmental Impact Statement”.

2. Ensure safety, security, and environmental protection
through efficient oversight of licensed facilities through
effective management of licensing actions and other
regulatory activities.

3. Conduct licensing reviews including frequent
communication with internal and external stakeholders to
identify technical and administrative issues and determine
effective solutions in a manner that maintains safety and
security margins and meets business line metrics.

4. Retain focus on establishing firm technical bases for
intermediate and long-term waste management framework
to support future licensing actions and the evolving
national policy.
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SPENT FUEL STORAGE AND TRANSPORTATION
LICENSING AND OVERSIGHT

During FY 2014, the NRC completed two key technical
reviews for storage certification. Amendment No. 3 to
Certificate No. 1029 for the Standardized Advanced
NUHOMS® cask system added a new canister design and
modified the storage module to incorporate high seismic and
high burnup fuel. Amendment No. 2 to Certificate No. 1030,
for the NUHOMS® HD Horizontal Modular Storage System
added blended low enriched uranium fuel contents, increased
the shielding effectiveness of the storage module, and clarified
technical specifications. The final rules were effective in the
third quarter of FY 2014.

The agency approved a high priority application to add liquid
high-enriched uranyl nitrate to the Model No. NAC-LWT
(Nuclear Assurance Corporation Legal Weight Truck)
transportation package to support the DOE/National Nuclear
Security Administration (NNSA) Global Threat Reduction
Initiative. This is a first-of-its-kind approval for the requested
quantity of fissile, liquid material. There is significant public
interest in the proposed shipments.

In FY 2014, the NRC continued its review of independent
spent fuel storage installation (ISFSI) license renewals. To
facilitate these technical reviews and address the associated
aging of related components important to safety over an
additional 40-year license term, the NRC completed the
development and rollout of a storage renewal approach. This
included defining NRC expectations for component Aging
Management Programs. The NRC engaged aggressively
throughout FY 2014 with members of the public, industry,
national laboratories, and DOE in numerous public meetings
to gather input in order to make the approach as effective

as possible in maintaining safety and security margins while
allowing for changes to respond to new information received
through inspections or monitoring of research and analysis
activities.

- PROGRAM PERFORMANCE

Nuclear Waste Storage

SPENT FUEL STORAGE AND TRANSPORTATION
RULEMAKING

The agency completed a 98-day comment period on NUREG-
2157,“Generic Environmental Impact Statement (Waste
Confidence)” draft Generic Environmental Impact Statement
and proposed rule. The NRC held one public commission
meeting to discuss project status, and held 13 public meetings
at NRC headquarters and around the country to give the public
an opportunity to provide oral comments on the documents.
The Commission approved the final rule on August 26,

2014. On September 19,2014, the Environmental Protection
Agency published the Notice of Receipt of the Final Generic
Environmental Impact Statement, and the NRC published the
Notice of Availability of this document in the Federal Register.

During FY 2014, the NRC published Direct Final Rule

for Transnuclear, Inc.’s Certificate of Compliance (CoC)
Amendment 11, “Standardized NUHOMS Horizontal
Modular Storage Systems for Irradiated Nuclear Fuel” on
Nov 1,2013. The agency also published Direct Final Rule for
Holtec’s CoC Amendment 9, “HISTORM 100 Cask System”
on December 6,2013 (79 FR 12362).

SPENT FUEL STORAGE AND TRANSPORTATION
RESEARCH
The NRC supports research on technical issues related to the

safety of extended storage and transportation of dry spent
fuel. Specific areas examined include the effects of concrete
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degradation and stress corrosion cracking of metallic welds

on storage cast integrity, the effects of climate change on

cask performance, and transportability of fuel after long

term storage. The need for an improved hazards assessment,
including the potential impact of long-term storage on
eventual disposal, is also being studied. In FY 2014, the NRC
advanced the technical bases in all these areas. The NRC also
continued research on the performance of metal and polymeric
O-ring seals used in spent fuel shipping casks in beyond-
design basis temperature excursions (e.g. extreme fires) and on
the thermal behavior of storage casks. In addition, the NRC
supports research associated with nuclear fuel burn-up and
impacts of high burn-up credit and mixed oxide fuels.

DECOMMISSIONING AND
LOW-LEVEL WASTE

Decommissioning removes radioactive contamination from
buildings, equipment, groundwater, and soil, achieving levels
that permit the release of the property while protecting the
public. The NRC terminates the licenses for decommissioned
facilities after the licensees demonstrate that the residual
onsite radioactivity is within regulatory limits and sufficiently
low to protect the health and safety of the public and the
environment. Completing decommissioning, environmental,
and performance assessment activities provides assurance that
residual radioactivity does not pose an unacceptable risk to
the public.

Low-level radioactive waste includes items that are
contaminated with radioactive material or have become
radioactive through exposure to neutron radiation. Although
the NRC regulates low-level waste (LLW) disposal,

currently all commercial LLW disposal sites in the U.S. are

in Agreement States. The NRC’s LLW regulatory program
includes: coordinating with, and providing technical assistance
to, Agreement States on LLW issues; representing NRC in
international waste management activities; reviewing LLW-
related import/exporting requests; and consulting with Federal
and State officials, Indian Tribes, and other entities to promote
understanding of LLW issues and resolving concerns in a
timely manner.

ProcrRAM PERFORMANCE

Under the Waste Incidental to Reprocessing (WIR) program,
per Section 3116 of the Ronald W. Reagan National Defense
Authorization Act for 2005, DOE consults with the NRC on
incidental waste determinations in a Covered State (Idaho and
South Carolina). If the DOE Secretary’s final determination
is that the waste is WIR, then the NRC monitors DOE
disposal actions in coordination with the Covered State by
assessing the DOE disposal actions to determine compliance
with the performance objectives in 10 CFR Part 61, “Licensing
Requirements for Land Disposal of Radioactive Waste.”

Uranium recovery (UR), the processing of uranium ore, is also
managed under the Decommissioning and Low-Level Waste
business line. The NRC ensures that UR facilities are licensed,
operated, decommissioned and monitored to protect the public
and environment. This consists of oversight, inspection,

and licensing of operating facilities; licensing of new sites or
expansion of existing sites, and the management of legacy sites
in decommissioning or long-term care.

The priorities of the Decommissioning and Low-Level Waste
business line during FY 2014 were as follows:

1. Maintain oversight activities at unique complex and
high-risk activity decommissioning sites.

2. Continue to focus on optimizing available resources for
Licensing and Inspection Activities.

3. Conduct environmental reviews required by the National
Environmental Policy Act (NEPA) and Tribal consultations
required by Section 106 of the National Historic Preservation
Act (NHPA) with efficiency gains, as applicable.

4. Continue efforts to complete high priority rulemaking (10
CFR Part 61).

5. Continue to monitor and review DOE’s Waste Incidental to
Reprocessing activities.

6. Continue to support the international community (i.e., Joint
Convention, IAEA, and NEA).

7. Effectively address pending retirements while increasing
knowledge management/transfer efforts (LLW Presentation
Series).
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DECOMMISSIONING TIMELINE

OPERATION DECOMMISSIONING

LAND REUSE

DECOMMISSIONING AND Low-LEveL WASTE
LICENSING AND OVERSIGHT

In FY 2014, the NRC issued the Prairie Island Independent
Spent Fuel Storage Installation License Renewal Draft
Environmental Assessment for 30-day public comment period.
The Prairie Island Indian Community (PIIC) is a cooperating
agency under the NRC/PIIC Memorandum of Understanding,
which allows the community to work with the NRC on the
environmental review. PIIC is also an intervener under the
hearing process for this review.

The NRC conducted environmental reviews required by
NEPA and Tribal Consultations required by Section 106 of
the NHPA for uranium recovery facilities and Independent
Spent Fuel Storage Installations. To improve these reviews,
the agency completed significant activities to improve the
process for programmatic agreements under NEPA section 106
consultations. Specifically, the NRC hosted several Webinars
and conference calls with Tribes, the Advisory Council on
Historic Preservation (ACHP), Bureau of Land Management,
Environmental Protection Agency (EPA), and the applicant
for the development of both the Strata Ross and Dewey-
Burdock programmatic agreements.

The NRC issued an Environmental Assessment and Finding
of No Significant Impact for exemption from licensing for the
Disposal of Low Activity Radioactive Waste from the Safety
Light Corporation Superfund site. The timely completion of
this licensing action allowed EPA to move ahead on a time
sensitive disposal action.
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Finally, the agency issued the Final Supplemental
Environmental Impact Statements and Operating Licenses for
the Dewey-Burdock and Strata Energy Ross UR applications
and the programmatic agreement for Dewey-Burdock for
ACHP signature.

The NRC continued its evaluation of the Dominion

Energy Kewaunee’s request for exemptions to portions of

10 CFR 50.47 and Appendix E to Part 50 and submitted
staff recommendations to the Commission. Based on the
significantly reduced risk associated with the permanent
cessation of operation and transfer of fuel from the reactor
vessel to the spent fuel pool, the licensee has requested an
exemption from the requirement for formal offsite radiological
emergency plans and a reduction of onsite emergency response
organization staffing. The licensee will still be required to
maintain an onsite emergency plan capable of classifying

an emergency, notifying and coordinating with offsite
organizations, and responding to a spent fuel pool event.

Waste Incidental to Reprocessing

The NRC issued several monitoring documents in support
of WIR at the Savannah River Site (SRS), specifically the
Saltstone Disposal Facility’s Monitoring Technical Review
Report on Technetium Solubility, the H-Area Tank Farm
Technical Review Report: Grout Documentation for Tanks
18/19, and an observation report for the F-Area Tank Farm.

Uranium Recovery

In FY 2014, the agency issued a possession license under 10
CFR Part 40 , “Domestic Licensing of Source Material,” to
the U.S. Army for military use of depleted uranium at the
Hawaiian Military Base Installation at Schofield Barracks and
Pohakuloa Training Area. Subsequently, the NRC supported a
public meeting via teleconference to discuss the recently issued
U.S. Army license authorizing possession of depleted uranium
from Davy Crockett munitions in Hawaii.

The NRC performed a preoperational inspection of the
Uranerz Nichols Ranch in-situ uranium recovery facility in
Wyoming. The inspection team determined that key licensee
actions remain to be completed before the NRC-authorized
startup of licensed activities. The NRC also performed
inspections at the Willow Creek, Smith Ranch, and North
Butte facilities.
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DECOMMISSIONING AND LOwW-LEVEL WASTE
RULEMAKING

During FY 2014, the agency worked to complete the 10
CFR Part 61 rulemaking, “Licensing Requirements for Land
Disposal of Radioactive Waste.”

COSTING TO GOALS

The NRC is working to improve its cost management
capabilities to better align its costs with desired outcomes.
This year’s Performance and Accountability Report presents
the full cost of achieving the Safety and Security goals for the
agency’s major programs, Nuclear Reactor Safety and Nuclear
Materials and Waste Safety. The total cost of achieving the
agency’s strategic goals was $1,056.6 million. The cost of
achieving the agency’s Safety goal was $988.1 million and the
cost of achieving the agency’s Security goal was $68.5 million.
(see Figure 13).

Figure 13 — SAFETY AND SECURITY
Costs (In Millions)

Security — $68.5
6%

Safety — $988.1
94%

CROSS-CUTTING STRATEGIES

The NRC has two cross-cutting strategies: Regulatory
Effectiveness and Openness. In addition, the agency has
management objectives. These strategies and objectives are
critical components to carrying out the agency’s regulatory
mandate to serve the American people.

The NRC received its thirteenth consecutive Certificate of
Excellence in Accountability Reporting from the Association
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of Government Accountants (AGA) for its FY 2013
Performance and Accountability Report. The NRC FY 2013
Performance and Accountability Report was also recognized
for Best-In-Class for having the “Best Description of the
Agency’s Constituency and How the Agency Operates.”

REGULATORY EFFECTIVENESS

The drive to improve performance in government, coupled
with increasing demands on the NRC’s resources, requires
the agency to become more effective, efficient, and timely in
its regulatory activities. The NRC’s effectiveness initiatives
sharpen the agency’s focus on safety and security and

ensure that its available resources are optimally directed
toward accomplishing the agency’s mission. The agency
continued implementation of the changes identified in a
2011 comprehensive review of NRC overhead functions (e.g.,
administrative services, human capital, financial management,
including contract management, information management
(IM), and information technology (IT) to identify effective,
efficient, and cost conscious business solutions and eliminate
duplicative processes and functions.

NUCLEAR REACTOR SAFETY

Operating Reactors

In FY 2014, the NRC continued work on the ROP Baseline
Inspection Enhancement Project. The goal of this project is to
enhance the baseline inspection program to incorporate needed
inspection areas based on operating experience, eliminate
redundant or no longer applicable inspection areas, maximize
efficient and effective use of agency resources, and incorporate
flexibility where appropriate. This process should provide a
validation of the basic philosophy and key principles of the
baseline inspection program with allowances to implement
needed changes.

New Reactors

The agency issued RIS 2013-18, “Licensing Submittal
Information and Design Development Activities for Small
Modular Reactor Designs,” requesting voluntary information
regarding the intent to apply for construction permit, early site
permit, combined license, design certification, standard design
approval, or manufacturing license for a nuclear power plant
that cites a small modular reactor design. The information
obtained will help the agency to plan its resource needs for
the future.
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The agency conducted its annual self-assessment of the vendor
inspection program to ensure that the agency continues to
effectively identify emergent issues.

The NRC developed action plans and milestones in response
to the Part 52 Implementation Working Group Report, dated
July 22,2013. These actions address findings from the agency’s
self-assessment and will help to improve the efficiency of the
licensing and post-licensing implementation processes.

The NRC developed an integrated transition plan for the
effective transition of regulatory oversight and licensing
readiness as new reactors proceed from construction to
operation. The plan identified a number of readiness issues
and recommendations for how to address them.

Nuclear Materials and Waste Safety

The NRC has implemented a program to address the
Cumulative Effects of Regulation (CER) and facilitate
interactions with stakeholders for regulatory activities that
impact fuel cycle facilities. The agency has developed an
Integrated Schedule of the major regulatory activities that
impact fuel facilities, (e.g., rulemakings, guidance, generic
issues). The document lists the major milestones for each
regulatory initiative, the opportunities for stakeholder
interactions, and references to relevant documentation. The
information is maintained up to date and is available on the
NRC public Web site (http://www.nrc.gov/materials/fuel-

cycle-fac/regs-guides-comm.html#cumeftects).

OPENNESS

The Openness objective explicitly recognizes that the public
must be informed about, and have a reasonable opportunity

to participate in the NRC’s regulatory processes. The

NRC is firmly committed to transparency, participation,

and collaboration as key principles governing the agency’s
relationship with the public and other stakeholders. The
agency has demonstrated its commitment to these openness
principles through its longstanding efforts to keep stakeholders
informed and involved in the NRC’s regulatory process.

The NRC issued its FY 2014 — 2018 Strategic Plan in
August 2014. In developing the plan, the agency requested
and received input from various stakeholders and the public
through a Federal Register Notice issued on March 5,2014.
The comments received from the draft Strategic Plan were
considered by agency senior management. The disposition of
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these comments may be found at http://pbadupws.nrc.gov/
docs/ML1416/ML14160A891.pdf.

The agency remained committed to its Open Government
Plan, first published in FY 2010 and available on the NRC
Web site: http://www.NRC.gov/public-involve/
open.html. On May 14, 2014, the agency published an
addendum to its Open Government Plan outlining how its
commitment to openness will be continued in 2014 and 2015.
This addendum is available on the NRC Web site: http://
pbadupws.nrc.gov/docs/ML1410/ML14101A097.pdf.

2014 Regulatory Information Conference

During FY 2014, the NRC continued to expand its use of
social media as a vehicle to communicate with stakeholders.
The NRC’s statistics on the use of social media initiatives
(Blog, Twitter, YouTube, Flickr, LinkedIn) reveal a high

level of interest in NRC activities from stakeholders. For
example,through July 2014, the agency posted 490 blog entries,
approved nearly 4,300 comments, and attracted about 575,000
visits. The NRC counted about 5,000 Twitter followers, and
sent more than 1,675 “tweets.” The NRC also posted 120
video/audio clips to YouTube, had more than 525 regular
subscribers, and counted about 70,000 visits. The NRC has
nearly 1,900 images posted on Flickr, which have received
more than 900,000 views. The agency launched its official
Facebook page at the start of August 2014. In two months,
there have been 55 NRC-published posts. The page has
received 700 likes and over 7,600 views of the contents. The
agency also enhanced public and agency stakeholders’ ability to
access information using mobile devices by launching a mobile
version of the public Web site, and providing mobile search

capability including NUREG search.
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The agency continues to streamline public interactions with
agency information systems by upgrading the security, Web
browser compatibility, and process flows of the Electronic
Information Exchange system that supports Criminal History
Submission, General Forms, and Fitness for Duty Submissions.
The annual Regulatory Information Conference (RIC)
furthered the agency’s commitment to openness by hosting

a panel discussion: “Interacting with the Nuclear Regulatory
Commission.” In addition, the agency staffed two information
tables at the conference: “Public Gateway to Nuclear
Regulatory Information: The NRC Public Document Room,”
and “Using Public ADAMS.”

The agency continued proactively posting information

of interest to our stakeholders in the public Agencywide
Document and Access Management System (ADAMS)
database. In addition, the NRC expanded its efforts to inform
the public through releasing records in response to Freedom of
Information Act (FOIA) requests. This year, NRC completed
its responses to requests on the Fukushima Dai-chi nuclear
accident, releasing over 260,000 pages on the FOIA Web site.
The NRC also placed more emphasis on improving efficiency
in the agency’s FOIA program and reduced its backlog by 69
percent by the end of FY 2014.

In support of public meetings, the Public Meeting Notice
System was upgraded to provide for more efficient and
streamlined posting of public meetings. The Public Meeting
Feedback System was implemented to allow the public to easily
provide comments and feedback on public meetings by directly
linking them to the meeting Web site using quick response
(QR) codes. In addition, a database containing Resolutions of
Generic Safety Issues is now searchable and can be downloaded

by the public from the NRC public Web site.

Additionally, the NRC is an active participant in data.gov, a
Federal Web site designed to increase public access to high-
value, machine-readable datasets generated by the Executive
Branch. In FY 2014, the NRC expanded our participation

by implementing OMB Open Data Policy. The NRC fosters
the OMB Open Data Policy by making information resources
accessible, discoverable, and usable by the public. The NRC
will continue to encourage public feedback in ways consistent
with agency policy and with guidance provided by OMB.
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NUCLEAR REACTOR SAFETY

Operating Reactors

In March 2014, the NRC held the 26™ annual RIC. The RIC
brings together diverse groups of stakeholders to learn, share,
and discuss information on significant and timely nuclear
regulatory activities and emergent issues. The conference
serves as a communication vehicle that fosters informal, open
dialogue between the public and the NRC staff, and supports
the NRC’s cross-cutting objective to ensure openness. The
plenary sessions are comprised of a keynote address delivered
by the NRC’s Chairman, followed by remarks from each

member of the Commission.

The agency made a presentation on the topic of safety culture
and the NRC’s Safety Culture Policy Statement at the
National Association of Employee Concerns Professionals on
February 25, 2014; the Waste Management Symposium on
March 4, 2014; the bilateral meeting with Korean visitors on
March 21, 2014; and at the High Reliability Organization
Conference on March 28, 2014.

During FY 2014, the NRC held dozens of public meetings to
discuss technical issues associated with the operating of specific
power reactors or general topics related to operating reactors.
The agency posts notifications of its public meetings at this
Web link: http://www.nrc.gov/public-involve/public-
meetings.html.

New Reactors

The NRC issued an Annual Report of the New Reactor
Program (NUREG/BR-0476) highlighting the significant
accomplishments and goals of the program and the status of its
activities.

The agency conducted extensive public outreach by hosting

a Vendor Oversight Workshop, which was attended by 415
domestic and international stakeholders, including industry
organizations, regulators, and component and material vendors.
The workshop provided an opportunity for the NRC and
stakeholders to discuss issues such as counterfeit, fraudulent,
or suspect items, commercial-grade dedication, and supplier
oversight.
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The agency received and addressed almost 2,000 comments
from industry on the draft mPower design specific review
standard (DSRS) that was issued for public comment in

2013, and the NRC issued 13 additional DSRS sections for
comment in April 2014. The NRC held public meetings to
discuss various mPower DSRS topics. The agency conducted
public outreach as part of the construction oversight process by
holding workshops to assess and refine the oversight process,
the ITAAC closure notification process, and holding public

meetings to discuss the construction inspection program.

NUCLEAR MATERIALS AND WASTE SAFETY
Fuel Facilities

The NRC co-chaired the annual Nuclear Materials
Management and Safeguards System (NMMSS) training
meeting on May 12-15,2014. Approximately 152 people
attended and participated in the meeting. Other Government
agencies who participated in the meeting included the
Department of Energy, Department of Homeland Security,
and Department of State. The conference included a session
on tracking and reporting of nuclear materials to the NMMSS
database, several workshops on NMMSS refresher training,
and information sharing regarding best practices performed by
the nuclear industry.

On June 10-11, 2014, the agency hosted the 9™ Annual Fuel
Cycle Information Exchange (FCIX). The FCIX provided
a unique opportunity for government, industry, and other
stakeholders to openly discuss current safety and regulatory
topics relevant to key sectors of the nuclear fuel cycle. The
FCIX program included panels in operating experience,
guidance development, rulemaking, emergency preparedness,
and security and safeguards.

The NRC has conducted quarterly meetings with the industry
and stakeholders in June 2014 and September 2014 to discuss
the status of items on the Integrated Schedule. The exchange
of information at these quarterly meetings is used to remove
unnecessary regulatory burden resulting from scheduling
conflicts, multiple activities during the same period, or other
considerations (e.g., safety issues, Commission direction,
resources, and industry concerns). Both the NRC staff and
fuel cycle stakeholders have found the Integrated Schedule and
quarterly meetings an effective approach to mitigate the CER.

The NRC participated in a successful Nuclear Materials
Information Program (NMIP) inter-agency exercise
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on April 16,2014. NMIP was established through
National and Homeland Security Presidential Directive
NSPD-48/HSPD-17. This interagency effort is managed
by the Department of Energy’s Office of Intelligence and
Counterintelligence. In addition, the agency supported

a classified Government Accountability Office (GAO)
review on the information on NMIP. There is no action or
recommendation from the GAO review for the NRC.

Nuclear Materials Users

The agency hosted a series of public meetings including the

following:

* A Webinar with over 100 participants to discuss
performance based inspections for the Agreement States;

* Seven Management Review Board (MRB) meetings and
one Special MRB meeting to discuss Agreement State
programs;

* Three meetings to discuss and respond to questions and
issues concerning the implementation of 10 CFR Part 37;

* A meeting to discuss the sealed source and device
application process and license requirements; and

* A meeting to provide interested industry representatives
and members of the public preliminary observations of the

NRC’s 10 CFR Part 37 Self-Assessment working group.

The NRC completed the “Report to Congress on Abnormal
Occurrences; Fiscal Year 2013” (NUREG-0090, Vol. 36)

in May 2014. This report provides accurate and timely
information to the public about licensee performance and risks
associated with radioactive materials, supporting the agency’s
strategic objective of openness.

Spent Fuel Storage and Transportation

In FY 2014, the NRC conducted a public meeting through a
Webinar that discussed the basics of Independent Spent Fuel
Storage Installations (ISFSI) and the planned ISFSIs at the
Pilgrim Nuclear Power Station and the Palisades Nuclear
Generating Station. The agency responded to questions
submitted in writing during the Webinar from approximately
70 members of the public. The agency held public meetings
in FY 2014 to discuss rule activities. The Commission was
informed about public input received on policy issues. The
NRC received more than 33,000 written documents and nearly
500 oral comments on the continued storage rule.

PERFORMANCE AND AccoUNTABILITY REPORT = FiscalL YEAR 2014



http://www.nrc.gov/reactors/advanced/mpower/dsrs.html
http://www.nrc.gov/reactors/advanced/mpower/dsrs.html

VA S

CHAPTER 2 =

Decommissioning and Low-Level Waste

The agency Issued “Information Notice 1999-03, Rev. 1:

Exothermic Reactions Involving Dried Uranium Oxide

Powder (Yellowcake).”

During FY 2014, the NRC held a workshop with the
National Mining Association to discuss radon guidance and
National Historic Preservation Act Section 106 consultation
lessons learned. In addition, the agency initiated information
gathering for the update of the 2007 Low Level Waste
Strategic Assessment.

MANAGEMENT OBJECTIVES

This section focuses on the activities related to the key
management objectives of human capital and information
management and information technology. Other management
objectives include acquisitions, space and facilities management,
and financial management.

HUMAN CAPITAL

The priorities for Human Resources Management in FY 2014
were as follows:

1. Continue to focus on filling critical skill positions within the
agency and re-structuring grade levels across the agency to
ensure a solid position management foundation.

2. Continue to focus on providing NRC employees with work
life programs and services.

3. Continue to focus on activities to ensure successful
implementation of the centralization of human capital
functions.

4. Continue to lead the agency in addressing human capital
challenges.

As the NRC moves toward the future, the agency is reviewing
its human capital needs to respond to its changing environment
and implementing strategies to address them while ensuring
the agency continues to stay focused on the mission of
protecting public health and safety and security. Staffing levels
have remained steady since FY 2012, and overall growth in
agency staffing is not expected. The NRC continues to make
adjustments in staffing levels to support some areas. For
example, the NRC is implementing the Fukushima NTFF
recommendations and alleviating the backlog of operating
reactor licensing actions, while decreasing staffing levels in
other areas such as in new reactor licensing.
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RECRUITMENT AND STAFFING

The NRC is approaching work in a context of budgeted
priorities and is strategically focusing on evaluating the need
to replace employees who depart; fine-tuning available skills
sets to meet future mission needs while still emphasizing
Government-wide programs such as hiring of the disabled
(e.g., OPM’s List of People with Disabilities and the
Workforce Recruitment Program); employing veterans
through coordination of, and attendance at, events focused
on veterans including the Operation War Fighter career fair,
the Corporate Gray Military Friendly job fair, and the Vets
to Feds program; and continuing to support the agency’s
Comprehensive Diversity Management Plan through the
Diversity Management and Inclusion Council. As a result
of the increased emphasis on the hiring of veterans and
disabled veterans, the NRC exceeded its FY 2014 established
hiring goals. In the first three quarters of FY 2014, the
agency attended 24 recruitment events of which 13 focused
on individuals with disabilities including disabled veterans,
and has hired a total of 51 Veterans and 12 disabled veterans,
which represents 26 percent and 6 percent of all NRC hires,
respectively.

The agency continues to focus on ensuring that its employees
have the skills and competencies to carry out the agency
mission by fostering internal strategic partnerships between the
Office of the Chief Human Capital Officer and the technical
program offices to ensure there is a firm understanding of what
skills and capabilities exist, where gaps exist, and the best ways
to close those gaps through external hiring or internal mobility.

Work LIFE SERVICES

The NRC has a strong commitment to work life and benefit
programs, understanding that creating a flexible, supportive
environment for employees maximizes organizational
performance and maintains an exceptional, engaged workforce.
Programs such as the Employee Wellness Program, the
Employee Assistance Program, alternative work flexibilities,
and telework allow employees to balance work and personal
or family lives. These factors have contributed to the NRC
continuing to be one of the best places to work in the Federal
government based on the 2013 Federal Employee Viewpoint
Survey data.
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INTERNAL SAFETY CULTURE

According to Federal Human Capital Survey Results,
specifically the FY 2013 Federal Employee Viewpoint Survey,
the Office of Personnel Management (OPM) placed the NRC
in the top three of the 37 largest Federal departments and
agencies in each of the four areas (Leadership and Knowledge
Management, Results-Oriented Performance Culture, Talent
Management, and Job Satisfaction) covered by the survey. The
NRC excels in areas such as effective leadership, matching
employees’ skills to the agency’s mission, strategic management,
training and development, work-life balance, support for
diversity, performance-based rewards and advancements, and
alternative work and employee support programs. The NRC
realizes that the success of the agency depends on the talent
and commitment of our employees. We strive to create an
open and collaborative work environment that is rich in work-
life balance and where employees are engaged in meaningful

and challenging work.

TRAINING AND DEVELOPMENT
The priorities for Training and Development in FY 2014 were

as follows:

1. Continue to manage and improve the training funds
centralization process to ensure essential training needs
are met and to ensure a professional level of customer
satisfaction.

2. Provide training courses to develop the competencies
needed by the staff to perform their job functions.

3. Continue with the organization, planning, and development
of the Learning Transformation Initiative for the benefit
of streamlining and maximizing efficiencies in delivering
agency training.

The NRC will ensure continuous improvement by evaluating
training products for optimum content and delivery method
and will ensure that critical skills and competencies are
available in the future is by adapting our training and
development programs to meet the changing needs of the
agency and changes in technology. The NRC continues

to focus on a competency-based approach to training,
ensuring a line-of-sight alignment between employees’
learning experiences and the agency’s mission. Training and
development programs are designed to shorten the time to
competency. The NRC’s learning and development programs
continue to evolve to support the needs of the next generation
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of regulatory experts. For example, the NRC has continued
the successful development of new reactor simulators and
technical training courses to coincide with the building of a
new generation of nuclear reactors. Additionally, the agency
has launched an initiative to include more on-line or blended
delivery methods into the current training environment. This
Learning Transformation Initiative focuses on the needs of the
learner and is geared to providing the right information at the
right time for individual staff members.

As the ever changing demographics in workforce continues
and employees with vast knowledge and experiences become
eligible to retire, the NRC recognizes the need to foster an
environment of knowledge sharing and provide appropriate
tools necessary to capture, retrieve, and share information in a
meaningful way. The NRC has made Knowledge Management
(KM) an integral part of the agency’s Strategic Plan, making
it a priority to support effective approaches for knowledge
sharing activities. The agency KM program uses a broad and
continuously evolving range of methodologies to support
strategic hiring and training to fill knowledge gaps and foster
a culture of knowledge transfer and retention. In FY 2014, the
agency’s KM program launched an internal series called, “Ask
SME and Learn,” to capture and share critical knowledge and
experiences of subject matter experts (SME). The sessions
provide an opportunity for staff across the agency to learn
directly from the agency experts on a particular topic in an
open forum. The sessions are recorded and made available to
staff as a knowledge resource.

OUTREACH
The priorities for Outreach in FY 2014 were as follows:

1. Continue to focus on activities to ensure successful
implementation of the management of the civil rights
program, affirmative employment and diversity management
program, outreach and compliance coordination program
and the small business program.

2. Continue effective administration of the Minority Serving
Institutions (MSI) grants program and Minority Serving
Institutions Program (MSIP) to assist in their efforts to
develop a diverse skilled workforce to benefit the NRC, the
industry, and nation.

3. Continue an exemplary level of small business contract
performance and conduct internal training in the benefits of
small business contracting.
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4. Effectively manage the EEO complaints process in
compliance with EEOC regulations to promptly address
alleged discrimination, harassment, and retaliation in the
workplace.

5. Continue to provide guidance and technical assistance
in developing and executing strategies in support of the
agency’s Comprehensive Diversity Management Plan.

The Civil Rights Program (CR) received nine formal EEO
complaints in FY 2014. By comparison, there were a total of
11 complaints filed last fiscal year. The CR Program issued the
No FEAR Act Report to Congress on March 31,2014. Also
during FY 2014, two lunch-and-learn training sessions were
conducted for collateral duty EEO counselors.

The NRC conducted the 2014 Environmental Justice (EJ)
Conference, which resulted in NRC staff and the public
being educated in EJ and alignment with the conference
theme “Enhancing Communities through Capacity Building
and Technical Assistance.” The agency participated in two
mandatory meetings with the White House Initiatives Office
on Historically Black Colleges and Universities (HBCUs)
regarding reporting and assistance provided to HBCUs and
co-hosted a Webinar with the White House Initiatives Office
on American Indian and Alaska Native Education (AIANE)
on MSI grants opportunities. The meetings and Webinar
provided the prospective MSI applicants with important
technical assistance and a Q&A session for the MSI FY 2014

funding opportunity announcement.

INFORMATION MANAGEMENT
AND INFORMATION TECHNOLOGY

The priorities for Information Technology and Information

Management in FY 2014 were as follows:

1. Improve the business value of NRC’s IT solutions by
providing the right products and services when and where
needed.

2. Enable NRC staff and stakeholders to easily find and use
the information they need.

3. Provide the foundation to deliver consistent and secure
solutions to meet our customer’s needs.

4. Improve enterprise decision-making based on mission-
defined value and best practices.
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5. Improve the accessibility, delivery and utility of the services
that employees and business units need to work identify
customer service enhancements.

6. Implement an effective cyber security program for
protection of the NRC’s information technology assets and
identification of attempts at compromise.

In support of the NRC’s Information Technology and
Information Management (I'T/IM) goals to better enable NRC
staff and stakeholders to easily find and use the information
they need, the NRC successfully imported approximately

3.75 million records consolidated and collected from the public
Licensing Support Network (LSN) network into an internal
NRC LSN library within the ADAMS. An upgrade to
ADAMS replaced the main search engine with a new product
that provides faster and better search results. The new search
engine also adds several other user-requested features and
supports finding results that are more relevant. The upgrade
addresses the slow search response times that were cited in the
FY 2012 IT/IM Survey as an area of concern. The agency
continues to improve the accessibility, delivery, and utility of
services needed to identify costumer service enhancements.

The NRC improved the usability of agency information by
modernizing the Information and Records Management
(IRM) process to make information capture and categorization
more transparent, accurate, and complete. The IRM Plan
provides a strategic approach to managing twelve interrelated
projects over the next five years (FY 2014 - FY 2019), and

helps identify resource requirements.

The agency deployed several I'T/IM modernization and
improvement initiatives to better support external stakeholders
and the public. The NRC continues to streamline public
interactions with agency information systems by upgrading
the security, Web browser compatibility, and processes
associated with the Electronic Information Exchange system.
This system supports intake and processing of information
including: criminal history submissions, general forms data, and
fitness for duty data. To better safeguard secure information
provided by the public and key stakeholders, improvements
were made to the credentialing processes and systems used for
access to Integrated Source Management Portfolio (ISMP),
Electronic Information Exchange (EIE), Emergency Response
Data System (ERDS), and other public facing systems.
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In addition to the successes listed above, the NRC

has made many internal advances in IT/IM that enable

the overall operational success of the agency. A few
examples include: progress on the Private Cloud initiative
which includes consolidating data centers, more efficiently
managing infrastructure services, and supporting the
eventual transitioning of appropriate services to the

external cloud; enhancements to the Mobility Program that
will provide new capabilities and additional device offerings
to staff with mobile requirements; and several general

IM and IT enhancements (e.g. search and analytic
improvements, Intranet platform upgrade, server and network
refreshes, bandwidth planning, and Lync implementation)
to support new services offering, and a more efficient and
redundant I'T/IM infrastructure.

During FY 2014, the NRC expanded its incident response
database to include tracking and reporting of incidents
related to physical security incident reporting. In an effort
to improve the agency’s cyber security posture and to inform
stakeholders, the NRC developed a Cyber Security Risk
Dashboard. It is now operational and implementation of
office-specific dashboards is ongoing. The NRC is using the
dashboard to communicate cyber security risks and posture
to Senior Executives and others with cyber security roles and
responsibilities.

The NRC continues its efforts to improve cyber security
situational awareness and training. This includes
administration of phishing tests each quarter and hands-on
demonstrations and presentations at all levels of the agency
on security risks and vulnerabilities. The agency has seen
improvements in this area by the number of reported phishing
e-mails. In addition, even though the difficulty level of the
phishing tests increased, the percentage of agency staff who
succumbed to the test remained consistent with the previous

phishing tests.

ADDITIONAL MANAGEMENT
OBJECTIVES

ACQUISITIONS

The priorities for Acquisitions in FY 2014 were as follows:

1. Continue to train and implement change management to
ensure the continued post-implementation success of the
acquisition centralization, Strategic Acquisition System

(STAQS), and Business Advisory Center (BAC) operations.

ProcrRAM PERFORMANCE

2. Implement additional system, policy, and process efficiencies
to optimize agency procurement activities and ensure
mission needs are met.

3. Ensure sourcing strategies are strategic and are executed
with an agency-wide view.

During FY 2014, significant progress was achieved in
streamlining the procurement process for the agency through

improved training for users of STAQS and the BAC.

The NRC awarded several enterprise-wide contracts for
technical assistance and research, information technology, and
corporate support, as well as several enterprise-wide agreements
for DOE laboratories. With diverse membership from across
the NRC, these strategic acquisitions were initiated through
three Portfolio Councils charged with ensuring sourcing
strategies represent an agency-wide view.

ADMINISTRATIVE SERVICES

The priorities for Administrative Services in FY 2014 were
as follows:

1. Develop and initiate an updated headquarters housing
strategy for the near-term, including moves into One

White Flint North (OWFN) and Two White Flint North
(TWEFEN), and out of Three White Flint North.

2. Develop and implement an updated strategy for housing
headquarters and regional staff for the long-term.

3. Provide the necessary level of administrative support to the
agency, including rulemaking support.

During FY 2014, the NRC developed a plan with the General
Services Administration (GSA) to share office space in

Three White Flint North (SWFN) with the Food and Drug
Administration (FDA) pursuant to a House Committee on
Transportation and Infrastructure resolution approving a
prospectus for the TWFN replacement lease. The NRC is
releasing eight floors in 3WFN to FDA in two stages. The
first stage was implemented in July 2014 with FDA occupancy
of four vacated floors. The second stage is scheduled

for execution in May 2015 with FDA occupancy of four
additional floors.

In February 2014, the NRC published the NRC final plan for
the retrospective analysis of existing rules in the Federal Register
(79 FR 9981) and posted it on the NRC’s Open Government
Web page. The final Plan describes the processes and activities
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that the NRC uses to determine whether any of its regulations
should be modified, streamlined, expanded, or repealed.

This action is part of the NRC’s voluntary implementation

of Executive Order 13579, “Regulation and Independent
Regulatory Agencies,” issued by the President on July 11, 2011.

To enhance agency interaction with the small business
community, the NRC launched a new page on the NRC’s
public Web site called Small Business Regulatory Enforcement
Fairness Act (SBREFA) Compliance, and updated the existing
Regulatory Flexibility Act (RFA) Compliance page. From these
pages the public can learn about the NRC’s compliance with
the RFA of 1980, as amended, and the SBREFA of 1996, as
amended. New information includes a listing of all rules that
impact small entities; the list also contains links providing easy
access to small entity compliance guides for these rules.

Throughout FY 2014, the agency reached the goals for timely
processing of background investigations and re-investigations
as defined in the Inzelligence Reform and Terrorism

Prevention Act.

FINANCIAL MANAGEMENT

The priorities for Financial Management in FY 2014 were as

follows:

1. Complete centralization of budget formulation, continue to
centralize the time keeping functions, Technical Assignment
Control (TAC) management, and implement the spend plan
and invoice processing systems.

2. Support lessons learned on fee under-billing and implement
recommendations from the Office of Inspector General’s
audit of fee policy and billing.

3. Conduct FY 2013 end-of-year budget execution analysis,
provide enhanced support of quarterly program reviews, and
develop consistent cost center policy.

4. Continue implementation activities to deploy the new
eTravel system during FY 2014 successfully.

The agency met the challenges of ensuring that personnel
were paid on time and travelers were accommodated during
the Government shutdown. The NRC remained open seven
business days longer than a majority of Federal agencies due to
management of agency carryover funding to cover salaries and
benefits for NRC employees. Once a Continued Resolution
was passed, the agency quickly resumed normal operations.
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On June 30,2014, the NRC issued a final rule in the Federa/
Register amending the licensing, inspection, and annual fees
charged to its applicants and licensees. The amendments are
necessary to implement the Omnibus Budget Reconciliation
Act of 1990 (OBRA-90), as amended, which requires the
NRC to recover through fees approximately 90 percent of
its budget authority, not including amounts appropriated

for waste incidental to reprocessing (WIR) and amounts
appropriated for generic homeland security activities. Based
on the Consolidated and Further Continuing Appropriations
Act of 2014, the NRC’s required fee recovery amount for the
FY 2014 budget is $930.7 million. After accounting for billing
adjustments, the total amount to be billed as fees to licensees
is $916.7 million. The NRC Fee Recovery Schedules for
FY 2014 are located at http://www.gpo.gov/tdsys/pkg/
FR-2014-06-30/pdf/2014-15193.pdf.

INTERNATIONAL ACTIVITIES

The NRC supports U.S. interests abroad in the safe and secure
use of nuclear materials and in guarding against the spread of
nuclear weapons. The agency performs certain legislatively
mandated duties. These include participation in activities

that support U.S. Government compliance with international
treaties and agreements and serving as the U.S. licensing
authority for exports and imports of nuclear materials and
equipment.

INTERNATIONAL TREATIES
AND AGREEMENTS

The NRC participates in a variety of conventions, treaties, and
other legal and political instruments that together make up the
international nuclear regime. For example, the Convention on
Nuclear Security, the Joint Convention on the Safety of Spent
Fuel Management and on the Safety of Radioactive Waste
Management, the Nuclear Non-proliferation Treaty and the
Convention on the Physical Protection of Nuclear material are
just a few of these activities.

In FY 2014, the NRC provided significant support for the

6th Convention on Nuclear Safety (CNS). This included
publication of the United States’ Sixth National Report,
reviewed 59 Contracting Parties’ reports, and issued 187
questions to various countries. The agency responded to 238
questions on the US National Report. In addition, the NRC
held two officer positions during the 6th CNS Review Meeting
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The detailed regional reviews assess seven functional areas:
(1) administrative requirements, (2) written examinations,
(3) operating tests, (4) requalification program oversight,
(5) regional operations, (6) licensing assistant activities, and
(7) resource usage.

DATA SOURCES, DATA
QUALITY, AND DATA SECURITY

The NRCs data collection and analysis methods are driven
largely by the regulatory mandate that Congress entrusted to
the agency. Specifically, the NRC’s mission is to regulate the
Nation’s civilian use of byproduct, source, and special nuclear
materials to ensure adequate protection of public health and
safety, and promote the common defense and security. In
undertaking this mission, the agency oversees nuclear power
plants, nonpower reactors, nuclear fuel facilities, interim spent
tuel storage, radioactive material transportation, disposal of
nuclear waste, and the industrial and medical uses of nuclear
materials.

As part of the NRC'’s regulatory requirement under 10 CFR
20.2206, several NRC-regulated industries are required

to submit occupational radiation exposure reports to the
Radiation Exposure Information and Reporting System
(REIRS) database. The agency analyzes these reports to
ensure that licensees comply with the annual occupational
dose limit of 50 millisieverts (5 rem). The agency uses the
data in the following ways: (1) as a metric in the agency’s
Reactor Oversight Process to evaluate the effectiveness of
licensee programs used to keep occupational radiation doses

as low as reasonably achievable and for inspection planning;

(2) to assist in the evaluation of the radiological risk associated
with certain categories of NRC-licensed activities and for
comparative analysis of radiation protection performance;

(3) to provide occupational radiation exposure history reports
to individuals exposed to radiation or radioactive material at
NRC-licensed facilities; and (4) to provide facts for responding
to Congressional and administration inquiries and to questions
from the public regarding occupational radiation exposures at
NRC-licensed facilities. The agency publishes NUREG-0713,
“Occupational Radiation Exposure at Commercial Nuclear
Power Reactors and Other Facilities,” annually,. NUREG-0713
Volume 33 for calendar year 2012 was issued in April 2014. It
is available on the agency’s Web site: http://pbadupws.nrc.
gov/docs/ML1412/ML14126A597 .pdf.
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Section 208 of the Energy Reorganization Act of 1974, as
amended, requires the NRC to inform Congress of incidents
or events that the Commission determines to be significant
from the standpoint of public health and safety. The agency
developed the Abnormal Occurrence criteria to comply with
the legislative intent of the Energy Reorganization Act of 1974
to determine which events should be considered significant.
Based on these criteria, the agency prepares an annual “Report
to Congress on Abnormal Occurrences” (NUREG-0090).
One important characteristic of this report is that the data
presented normally originate from external sources, such

as Agreement States and NRC licensees. NUREG-0090
Volume 36 for FY 2013, issued in May 2014, is available

on the agency’s Web site: http://www.nrc.gov/reading-rm/
doc-collections/nuregs/staff/sr0090/v36/.

The NRC finds these data sources credible because (1) agency
regulations require Agreement States, licensees, and other
external sources to report the necessary information, (2) the
NRC maintains an aggressive inspection program that, among
other activities, includes auditing licensee programs and
evaluating Agreement State programs to ensure that they are
reporting the necessary information as required by the agency’s
regulations, and (3) the NRC has established procedures

for inspecting and evaluating licensees. The agency employs
multiple database systems to support this process, including the
licensee event report Search System, the Accident Sequence
Precursor database, the Nuclear Materials Events Database,
and the REIRS. In addition, non-sensitive reports submitted
by Agreement States and NRC licensees are available to the
public through ADAMS, accessible through the agency’s Web
site http://www.NRC.gov/reading-rm/adams.html.

The NRC verifies the reliability and technical accuracy of event
information reported to the agency. The agency periodically
inspects licensees and reviews Agreement State programs.

In addition, NRC Headquarters, the regional offices, and
Agreement States hold periodic conference calls to discuss
event information. Events identified as meeting the Abnormal
Occurrence Criteria are validated and verified before being
reported to Congress.

Additionally, the NRC is an active participant in data.gov, a
Federal Web site designed to increase public access to high
value, machine-readable datasets generated by the Executive
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Branch. The NRC published its first dataset in October 2009,

and in response to the Open Government directive published
three additional datasets in January 2010, and as of the end of

FY 2012, at total of 30 datasets had been published. The NRC
will continue to encourage public feedback on its high-value
information, and consistent with agency policy and guidance
provided by data.gov, will continue to add new datasets to its
high-value dataset publication plan.

INFORMATION SECURITY
The NRC'’s information security program (1) protects NRC

and licensee information and information systems from
unauthorized access, use, disclosure, disruption, modification,
or destruction, (2) protects electronic control functions

from unauthorized access or manipulation, and (3) ensures
that adequate controls for protecting security-related
information are used in the conduct of NRC business. The
NRC information security program includes measures to
accomplish the following: (1) ensure that information security
requirements, standards, and guidance are clear, concise,
appropriate, and able to mitigate the potential adverse effects if
sensitive information is compromised; (2) ensure that security
controls for information owned by or under the control of

the NRC are consistent with established information security
controls, operating as intended, and having the desired
impact, and that similar controls for licensees regulated by

the NRC are in compliance with NRC information security
regulations; (3) ensure that suspected or actual information
security violations are evaluated and that appropriate sanctions
are considered; (4) ensure that the NRC has made sufficient
preparations for information security-related emergencies

and incidents; and (5) ensure that internal information
security program components complement each other and are
periodically evaluated and improved.

PERFORMANCE DATA
COMPLETENESS AND RELIABILITY

In order to manage for results, it is essential that the NRC
assess the completeness and reliability of its performance data.
Comparisons of actual performance with the projected levels
are possible only if the data used to measure performance are

ProcrRAM PERFORMANCE

complete and reliable. Consequently, the Reports Consolidation
Act of 2000 requires the NRC Chairman to assess the
completeness and reliability of the performance data used

in this report. The process for ensuring that the data are
complete and reliable requires offices to complete a template
for submission to the Chief Financial Officer for every
performance indicator certifying that the data submitted have
been approved by the applicable office director. The report
“Data Collection Procedures for Verification and Validation
of Performance Indicators,” contains the processes the agency
uses to collect, validate, and verify performance data. This
report can be found on page 104 of the NRC’s FY 2014
Congressional Budget Justification located on the NRC Web
site http://www.nrc.gov/reading-rm/doc-collectionss/staft/
sr1100/v29/£y2014-cbj.pdf.

DATA COMPLETENESS

The NRC considers data to be complete if the agency reports
actual performance data for every performance goal and
indicator in the annual plan. Actual performance data include
all data that are available when the agency sends its report to
the President and Congress. The agency has reported actual
data for every strategic and performance goal indicator. In
addition, all of the data are reported for each indicator. Asa
result, the data presented in this report meet the requirements
for data completeness.

DATA RELIABILITY

The NRC considers data to be reliable when agency managers
and decisionmakers use the data in carrying out their
responsibilities. The NRC, for example, has implemented

data driven Quarterly Program Performance reviews with
senior managers. The data presented in this report meet this
requirement for data reliability because NRC managers and
senior leaders review the data quarterly during the Quarterly
Performance Reviews and regularly use the reported data in the
course of their duties.
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A MESSAGE FROM THE CHIEF FINANCIAL OFFICER

I'am pleased to present the financial statements for the U.S. Nuclear Regulatory Commission
(NRC) Fiscal Year (FY') 2014 Performance and Accountability Report. For the eleventh
consecutive year, an independent auditor has rendered an unmodified opinion on the

NRC financial statements. The auditor has also rendered an unqualified opinion on our
internal control over financial reporting, concluding that the NRC is compliant with
pertinent provisions of laws and regulations. Receiving this most recent clean opinion

was particularly satisfying since FY 2014 presented continuing challenges in workload and
budgetary conditions. The NRC ensured that personnel were paid on time and travelers were
accommodated during the Government shutdown. The NRC remained open seven business
days longer than a majority of Federal agencies due to management of agency carryover
funding to cover salaries and benefits for NRC employees. Once a Continued Resolution
was passed, the agency quickly resumed normal operations. The NRC managed through
budget uncertainty to allocate its resources to address the highest priority regulatory activities
and effectively account for the use of funds in its financial statements due to the talent and
dedication of the agency’s financial managers and staft.

The agency has continued to make substantial progress in modernizing its financial systems in FY 2014. The Strategic
Acquisition Systems (STAQS), the agency-wide procurement system that automates a previous manual business function,
became operational. The realtime interface of STAQS ensures the agency is properly handling all procurement financial
transactions with the core ledger system, the Financial Accounting and Integrated Management Information System (FAIMIS).
An agency-wide Spend Plan application for contractual funds utilization was added to the Budget Formulation System (BFS).
During FY 2014, the NRC continued to provide routine financial system management system user training while enhancing
reporting needs based on evolving NRC business functions. The agency also continued upgrade plans to move to the E-Gov
Travel Service 2 (ETS2) system and Time and Labor Modernization (TLM) system to address legislative requirements,
strengthen controls, and further automate system processes.

The NRC continued use of its Programmatic Internal Control framework in FY 2014 based upon Federal agency standards for
best practices. This framework streamlined and improved the processes and administrative requirements and provides a more
interdependent approach to ensure the effectiveness of the agency’s programmatic internal controls.

The NRC is committed to ensuring the safety and security of the Nation’s civilian use of radioactive materials in the most
effective and efficient manner. The regulation of the Nation’s nuclear industries during times of fiscal and regulatory challenges
requires careful stewardship of limited agency resources and demands superior financial performance. I am proud that we have
continued using sound business practices to accomplish our regulatory mission and am confident that we will continue such

improvements in the future.
X

Maureen E. Wylie
Chief Financial Officer
November 4,2014
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FINANCIAL STATEMENTS
BALANCE SHEET (In Thousands)

As of September 30, 2014 2013
Assets
Infragovernmental
Fund balance with Treasury (Note 2) S 377,391 $ 318,244
Accounts receivable (Note 3) 26,395 8,779
Other-Advances and prepayments 8,056 4,935
Total intragovernmental 411,842 331,958
Cash and other monetary assets - -
Accounts receivable, net (Note 3) 85,172 83,029
Property and equipment, net (Note 4) 90,280 107,771
Other 20 17
Total Assets S 587,314 $ 522,775

Liabilities

Intragovernmental
Accounts payable $ 12,472 $ 9,322
Other (Note 5) 4,687 4,238
Total intragovernmental 17,159 13,560
Accounts payable 25,713 28,726
Federal employee benefits (Note 6) 6,669 7,023
Other (Note 5) 74,729 70,189
Total Liabilities 124,270 119,498
Net Position
Unexpended appropriations 306,226 242,640
Cumulative results of operations (Note 8) 156,818 160,637
Total Net Position 463,044 403,277
Total Liabilities and Net Position S 587,314 $ 522,775

The accompanying notes to the financial statements are an integral part of this statement.
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STATEMENT OF NET COST (In Thousands)

For the periods ended September 30, | 2014 | 2013

Nuclear Reactor Safety

Gross costs S 817,279 $ 831,114

Less: Earned revenue (815,037) (760,283)
Total Net Cost of Nuclear Reactor Safety (Note 9) 2,242 70,831

Nuclear Materials and Waste Safety

Gross costs 239,305 232,011

Less: Earned revenue (81,515) (91,959)
Total Net Cost of Nuclear Materials and Waste Safety (Note 9) 157,790 140,052

Net Cost of Operations S 160,032 $ 210,883

The accompanying notes to the financial statements are an integral part of this statement.
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STATEMENT OF CHANGES IN NET POSITION (In Thousands)
o the peiods ended Septomber30, | 2014 | 2013

Cumulative Results of Operations

Beginning Balance $ 160,637 $ 160,194
Budgetary Financing Sources

Appropriations used (Note 11) 121,099 176,169
Non-exchange revenue (Note 11) 165 482

Transfers-in/out without reimbursement - -

Other Financing Sources

Transfers in/out without reimbursement - -

Imputed financing from costs absorbed by others (Note 11) 35,114 35,157
Other (165) (482)

Total Financing Sources 156,213 211,326
Net Cost of Operations (160,032) (210,883)
Net Change (3,819) 443
Cumulative Results of Operations $ 156,818 $ 160,637

Unexpended Appropriations

Beginning Balance $ 242,640 $ 285,080
Budgetary Financing Sources
Appropriations received 184,685 186,209
Appropriations used (Note 11) (121,099) (176,169)
Other adjustments - (52,480)
Total Budgetary Financing Sources 63,586 (42,440)
Total Unexpended Appropriations 306,226 242,640
Net Position S 463,044 $ 403,277

The accompanying notes to the financial statements are an integral part of this statement.
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For the periods ended September 30, 2014 2013
Budgetary Resources
Unobligated balance brought forward, October 1 S 42,779 $ 62,904
Recoveries of prior year unpaid obligations
Actual 10,600 14,921
Unobligated balance from prior year budget authority, net 53,379 77,825
Appropriations 1,055,895 985,620
Spending authority from offsetting collections 9,802 6,385
Total Budgetary Resources $ 1,119,076 $ 1,069,830
Status of Budgetary Resources
Obligations incurred (Note12) S 1,065,612 $ 1,027,051
Unobligated balance, end of year
Apportioned 48,479 30,017
Exempt from apportionment 4,816 11,005
Unapportioned 169 1,757
Total unobligated balance, end of year 53,464 42,779
Total Status of Budgetary Resources S 1,119,076 $ 1,069,830
Change in Obligated Balance
Unpaid obligations
Unpaid obligations brought forward, October 1 $ 278,812 $ 303,254
Obligations incurred (Note12) 1,065,612 1,027,051
Outlays, gross (1,007,948) (1,036,572)
Recoveries of prior year unpaid obligations (10,600) (14,921)
Total unpaid obligations, end of year $ 325,876 $ 278,812
Uncollected payments
Uncollected customer payments from Federal sources, brought forward, 4 (3,517) $ (8,631)
October 1
Change in uncollected customer payments, Federal sources 1,568 5114
Total uncollected customer payments, Federal sources, end of year $ (1,949) $ (3,517)
Memorandum entries:
Obligated balances, start of year S 275,295 $ 294,623
Obligated balances, end of year $ 323,927 $ 275,295
Budget Authority and Outlays, Net
Budget Authority, gross S 1,065,697 $ 992,005
Actual offsetting collections (11,201) (11,668)
Change in uncollected customer payments, Federal sources 1,568 5,114
Budget Authority, Net $ 1,056,064 $ 985,451
Outlays, gross S 1,007,948 $ 1,036,572
Actual offsetting collections (11,201) (11,668)
Outlays, net 996,747 1,024,904
Distributed offsetting receipts (871,206) (851,891)
Agency Outlays, Net $ 125,541 $ 173,013

The accompanying notes to the financial statements are an integral part of this statement.
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NOTES TO THE FINANCIAL
STATEMENTS

(All tables are presented in thousands)

Note 1. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

A. REPORTING ENTITY

The NRC is an independent regulatory agency of the Federal
Government that the U.S. Congress created to regulate the
Nation’s civilian use of byproduct, source, and special nuclear
materials to ensure adequate protection of the public health
and safety, to promote the common defense and security, and
to protect the environment. Its purposes are defined by the
Energy Reorganization Act of 1974 , as amended, along with
the Atomic Energy Act of 1954 , as amended, which provide the
foundation for regulating the Nation’s civilian use of nuclear
materials.

The NRC operates through the execution of its congressionally
approved appropriations for Salaries and Expenses (which

includes funds derived from the NWF) and the Office of the

Inspector General.

B. BAsIS OF PRESENTATION

These financial statements report the financial position and
results of operations of the NRC as required by the Chief
Financial Officers Act of 1990 and the Government Management
Reform Act of 1994 . These financial statements were prepared
from the books and records of the NRC in conformance

with GAAP of the United States and the form and content
for entity financial statements specified by the OMB in
Circular No. A-136, “Financial Reporting Requirements.”
The GAAP for Federal entities are the standards prescribed
by the Federal Accounting Standards Advisory Board, which
is the official body for setting the accounting standards of the
U.S. Government. These statements are, therefore, different
from the financial reports, also prepared by the NRC pursuant
to OMB directives, which are used to monitor and control

the NRC’s use of budgetary resources.
The NRC has not presented a Statement of Custodial Activity

because the amounts involved are immaterial and incidental to
its operations and mission.

« FINANCIAL STATEMENTS AND AUDITORS REPORTS

Budgetary information for small budget accounts is aggregated
by major budget accounts for purposes of the Required
Supplementary Information.

C. BUDGETS AND BUDGETARY ACCOUNTING

Budgetary accounting measures appropriation and
consumption of budget spending authority or other budgetary
resources and facilitates compliance with legal constraints

and controls over the use of Federal funds. Under budgetary
reporting principles, budgetary resources are consumed at the
time of purchase. Assets and liabilities, which do not consume
current budgetary resources, are not reported, and only those
liabilities for which valid obligations have been established are
considered to consume budgetary resources.

In FY 2013, the NRC’s appropriations were full-year
continuing resolutions at the funding levels included in the
Energy and Water Development Appropriations Act, 2012, less

a 5 percent reduction for sequestration and a 0.2 percent
rescission. In FY 2014, Congress passed the Consolidated
Appropriations Act, 2014 that funded the NRCs full budget
request of $1.04 billion for FY 2014. Not more than

$9.5 million of the budget may be made available for the
Office of the Commission as a 2-year appropriation that is
available for obligation by the NRC until September 30, 2015.
Additionally, Congress enacted a 2-year appropriation of
$12.0 million for the Office of the Inspector General, which is
available for obligation by the NRC until September 30, 2015.

D. BAsis oF ACCOUNTING

These financial statements reflect both accrual and budgetary
accounting transactions. 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 is also used to record
the obligation of funds prior to the accrual-based transaction.
The Statement of Budgetary Resources presents budgetary
resources available to the NRC and changes in obligations
during the year. Interest on borrowings of the Treasury is not
included as a cost to NRC programs and is not included in the
accompanying financial statements.
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E. REVENUES AND OTHER FINANCING SOURCES

The NRC is required to offset its appropriations by revenue
received during the fiscal year from the assessment of fees.
The NRC assesses two types of fees to recover its budget
authority: (1) fees assessed under Title 10 of the Code of Federal
Regulations (10 CFR) Part 170, “Fees for Facilities, Materials,
Import and Export Licenses, and Other Regulatory Services
under the Atomic Energy Act of 1954 , as Amended,” for
licensing, inspection, and other services under the authority of
the Independent Offices Appropriation Act of 1952 to recover the
NRCs costs of providing individually identifiable services to
specific applicants and licensees; and (2) annual fees assessed
for nuclear facilities and materials licensees under 10 CFR
Part 171, “Annual Fees for Reactor Licenses and Fuel Cycle
Licenses and Material Licenses.” Licensing revenues are
recognized on a straight-line basis over the licensing period.
The annual licensing period for reactor and materials fees
begins October 1 and ends September 30. Annual fees for
reactors are invoiced in four quarterly installments, before the
end of each quarter. The materials annual fee is invoiced in
the month the license was originally issued. Inspection fees are
recorded as revenues when the services are performed.

For accounting purposes, appropriations are recognized as
financing sources (appropriations used) at the time goods
and services are received. Periodically during the fiscal year,
appropriations recognized are reduced by the amount of
assessed fees collected during the fiscal year to the extent
of new budget authority for the year. Collections which
exceed the new budget authority are held to offset subsequent
years appropriations. Appropriations expended for property
and equipment are recognized as expenses when the asset

is consumed in operations as reflected by depreciation and
amortization expense.

F. FunD BALANCE WITH TREASURY

The NRC's cash receipts and disbursements are processed by
the Treasury. The Fund Balance with Treasury is primarily
appropriated funds and license fee collections that are available
to pay current liabilities and to finance authorized purchase
commitments. Fund Balance with Treasury represents the
NRC'’s right to draw on the Treasury for allowable expenditures.

« FINANCIAL STATEMENTS AND AUDITORS REPORTS

G.AcCCOUNTS RECEIVABLE

Accounts receivable consist of amounts that other Federal
agencies and the public owe to the NRC. Amounts due from
the public are presented net of an allowance for uncollectible
accounts. The allowance is determined based on the age of
the receivable and allowance rates established from historical
experience. Receivables from Federal agencies are expected to
be collected; therefore, there is no allowance for uncollectible
accounts for Federal agencies.

H. NoN-ENTITY ASSETS

Non-entity assets consist of miscellaneous penalties and
interest due from the public, which, when collected, must be
transferred to the Treasury.

|. PROPERTY AND EQUIPMENT

Property and equipment consist primarily of typical office
furnishings, leasehold improvements, nuclear reactor simulators,
and computer hardware and software. The costs of internal

use software include the full cost of salaries and benefits for
agency personnel involved in software development. The NRC
has no real property. The land and buildings in which the
NRC operates are provided by the GSA, which charges the
NRC rent that approximates the commercial rental rates for
similar properties.

Property with a cost of $50 thousand or more per unit and

a useful life of 2 years or more is capitalized at cost and
depreciated using the straight-line method over the useful life.
Other property items are expensed when purchased. Normal
repairs and maintenance are charged to expense as incurred.

J. Accounts PAYABLE

The NRC uses an estimation methodology to calculate the
accounts payable balance which represents costs for billed
and unbilled goods and services received prior to year end
that are unpaid. The NRC had previously used an estimation
methodology to calculate the accounts payable balance based
on a review of the sample obligations from the total open
obligations balances. For FY 2014, the NRC calculates

the accounts payable amount using an average based on

the historical trend of validated accruals. The estimation
methodology is validated quarterly.
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K. LiABILTIES NoT COVERED BY
BUDGETARY RESOURCES

Liabilities represent the amount of monies or other resources
that are likely to be paid by the NRC as the result of a
transaction or event that has already occurred. No liability can
be paid by the NRC absent an appropriation. Liabilities for
which an appropriation has not been enacted are classified as
“Liabilities Not Covered by Budgetary Resources.” Also, the
NRCs liabilities arising from sources other than contracts can
be abrogated by the Government acting in its sovereign capacity.

Intragovernmental

The NRC records a liability to the U.S. Department of Labor
(DOL) for Federal Employees Compensation Act (FECA)
benefits paid by DOL on behalf of the NRC.

Federal Employee Benefits

Federal employee benefits represent the actuarial liability

for estimated future FECA disability benefits. The future
workers’ compensation estimate was generated by DOL from
an application of actuarial procedures developed to estimate
the liability for FECA, which includes the expected liability for
death, disability, medical, and miscellaneous costs for approved
compensation cases. The liability is calculated using historical
benefit payment patterns related to a specific incurred period to
predict the ultimate payments related to that period.

Other

Accrued annual leave represents the amount of annual leave

earned by NRC employees but not yet taken.

L. CONTINGENCIES

Contingent liabilities are those for which the existence or
amount of the liability cannot be determined with certainty
pending the outcome of future events. The uncertainty should
ultimately be resolved when one or more future events occur
or fail to occur. A contingent liability (included in Other
Liabilities) should be recorded when a past event or exchange
transaction has occurred; a future outflow or other sacrifice

of resources is probable; and the future outflow or sacrifice of
resources is measurable. A contingency is considered probable
when the future confirming event or events are more likely
than not to occur, with the exception of pending or threatened
litigation and unasserted claims. A contingency is disclosed in
the Notes to the Financial Statements if any of the conditions
for liability recognition are not met and there is at least a

« FINANCIAL STATEMENTS AND AUDITORS REPORTS

reasonable possibility that a loss or an additional loss may have
been incurred. A contingency is considered reasonably possible
when the chance of the future confirming event or events
occurring is more than remote but less than probable (Note
16). A contingency is not recognized as a contingent liability
and an expense nor disclosed in the Notes to the Financial
Statements when the chance of the future event or events
occurring is remote. A contingency is considered remote when
the chance of the future event or events occurring is slight.

M. ANNUAL, Sick, AND OTHER LEAVE

Annual leave is accrued as it is earned 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 that current or prior year funding is not
available to cover annual leave earned but not taken, funding
will be obtained from future financing sources. Sick leave and
other types of nonvested leave are expensed as taken.

N. RETIREMENT PLANS

The NRC employees belong to either the Federal Employees
Retirement System (FERS) or the Civil Service Retirement
System (CSRS). The 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 U.S. Office
of Personnel Management. The portion of the current and
estimated future outlays for FERS and CSRS not paid by

the NRC is included in the NRC'’s financial statements as an
imputed financing source in the NRC’s Statement of Changes
in Net Position and as program costs on the Statement of Net
Cost. The amount of current and estimated future retirement
outlays represents biweekly payroll amounts withheld from
empoyees salaries and Federal government contributions.

O. LeAsEes

The NRC’s capital leases are for personal property consisting of
reproduction equipment that is installed at NRC Headquarters.

Operating leases consist of real property leases with GSA. The
leases are for the NRC’s Headquarters and regional offices.
The GSA charges the NRC lease rates which approximate
commercial rates for comparable space.
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P. PriciING Poucy

The NRC provides nuclear reactor and materials licensing
and inspection services to the public and other Government
entities. In accordance with OMB Circular No. A-25, “User
Charges,” and the Independent Offices Appropriation Act of
1952, the NRC assesses fees under 10 CFR Part 170 for
licensing and inspection activities to recover the full cost of
providing individually identifiable services.

The NRC’s policy is to recover the full cost of goods and
services provided to other Government entities where the
services performed are not part of its statutory mission and the
NRC has not received appropriations for those services. Fees
for reimbursable work are assessed at the 10 CFR Part 170 rate
with minor exceptions for programs that are nominal activities

of the NRC.

Q. NET PosITION

The NRC's net position consists of unexpended appropriations
and cumulative results of operations. Unexpended
appropriations represent appropriated spending authority that
is unobligated and has not been withdrawn by the Treasury
and obligations that have not been paid. Cumulative results

of operations represent the excess of financing sources over
expenses since inception.

R. UsE oF MANAGEMENT ESTIMATES

The preparation of the accompanying financial statements
in accordance with Generally Accepted Accounting
Principles requires management to make certain estimates
and assumptions that affect the reported amounts of assets,
liabilities, revenues, and expenses. Actual results could differ
from those estimates.

« FINANCIAL STATEMENTS AND AUDITORS REPORTS

S. STATEMENT OF NET CosT

The programs as presented on the Statement of Net Cost are
based on the annual performance budget and are described
as follows:

The Nuclear Reactor Safety program encompasses all NRC
efforts to ensure that civilian nuclear power reactor facilities
and research and test reactors are licensed and operated in a
manner that adequately protects the public health and safety
and the environment and protects against radiological sabotage
and theft or diversion of special nuclear materials. The Nuclear
Reactor Safety program consists of activities related to both
operating reactors and new reactors.

The Nuclear Materials and Waste Safety program encompasses
all NRC efforts to protect the public health and safety and

the environment and ensures the secure use and management
of radioactive materials. The Nuclear Materials and Waste
Safety program encompasses activities of fuel facilities, nuclear
materials users, decommissioning and low-level waste, spent
tuel storage and transportation, and establishing a high-level
waste repository.

For intragovernmental gross costs and revenue, the buyers
and sellers are Federal entities. For earned revenues from the
public, the buyers of the goods or services are non-Federal
entities.
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Note 2. FUND BALANCE WITH TREASURY

As of September 30, 2014 | 2013

Fund Balances

Appropriated funds S 371,197 $ 304,746
Nuclear Waste Fund 6,191 13,498
Other fund types 3 -

Total S 377,391 $ 318,244

Status of Fund Balance with Treasury

Unobligated balance

Available
Appropriated funds $ 53,464 $ 41,022
Unavailable
Unapportioned - 1,757
Temporary reduction of spending authority from offsetting collections - 169
Obligated balance not yet disbursed 323,927 275,296
Total $ 377,391 $ 318,244

The Fund Balance with Treasury consists of the unobligated and obligated budgetary account balances, which include NWF activity.
The NWF unobligated balance is $4.8 million and $11.1 million as of September 30, 2014, and 2013, respectively.

Other fund types in the Fund Balance with Treasury represent license fee collections used to offset NRC current year budget
authority, miscellaneous collections, and adjustments which will offset revenue in the following fiscal year.

Note 3. ACCOUNTS RECEIVABLE

As of September 30, mm

Intragovernmental
Fee receivables and reimbursements S 26,395 $ 8,779

Receivables with the Public

Materials and facilities fees-billed S 17,054 $ 8,048
Materials and facilities fees-unbilled 72,351 76,730
Other 187 67
Total Receivables with the Public 89,592 84,845
Less: Allowance for uncollectible accounts (4,420) (1,816)

Total Receivables with the Public, Net S 85,172 $ 83,029
Total Accounts Receivable S 115,987 $ 93,624
Less: Allowance for uncollectible accounts (4,420) (1,816)

Total Accounts Receivable, Net S 111,567 $ 91,808

80 PERFORMANCE AND AccoUNTABILITY REPORT = FiscaL YEAR 2014




SIS
VA S

CHAPTER 3 =« FiINANCIAL STATEMENTS AND AUDITORS REPORTS

Note 4. PROPERTY AND EQUIPMENT, NET

As of September 30,

Accumulated
Fixed Assets Class Service Acquisition Depreciation Net Book Net Book
Years Value and
A . Value Value
mortization
Equipment 58 $ 9,663 $ (8,549) S 1,114 $ 1,283
Leased equipment 5-8 1,806 (1,715) 91 181
IT software 5 56,162 (43,002) 13,160 15,993
IT software under development 5 396 - 396 2,850
Leasehold improvements 20 123,979 (52,975) 71,004 85,982
Leasehold improvements in progress - 4,515 - 4,515 1,482
Total $ 196,521 $  (106,241) S 90,280 $ 107,771

Note 5. OTHER LIABILITIES

As of September 30, mm

Intragovernmental
Liability to offset miscellaneous accounts receivable $ 70 $ 58
Liability for advances from other agencies 7 12
Accrued workers’ compensation 1,601 1,669
Accrued unemployment compensation 11 13
Employee benefit contributions 2,998 2,486
Other Liabilities, Sequestration and recission awaiting Treasury warrant - -
Total Intragovernmental Other Liabilities S 4,687 $ 4,238
Other Liabilities
Accrued annual leave $ 46,923 $ 46,832
Accrued salaries and benefits 12,330 10,423
Contract holdbacks, advances, capital lease liability, and other 6,319 6,300
Contingent Liabilities - -
Grants Payable 9,157 6,634
Total Other Liabilities S 74,729 70,189
Total Intragovernmental and Other Liabilities $ 79,416 $ 74,427

Other liabilities are current except for capital lease liability (Note 7).
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Note 6. LIABILITIES NOT COVERED BY BUDGETARY RESOURCES
As of September30, | 2014 | 2013

Intragovernmental
FECA paid by DOL $ 1,601 §$ 1,669
Accrued unemployment compensation 11 13

Federal Employee Benefits

Future FECA 6,669 7,023
Other
Accrued annual leave 46,923 46,832
Contingent Liabilities - -
Total Liabilities not Covered by Budgetary Resources 55,204 55,537
Total Liabilities Covered by Budgetary Resources 69,066 63,961
Total Liabilities S 124,270 $ 119,498

Liabilities not Covered by Budgetary Resources represents the amount of future funding needed to pay the accrued unfunded
expenses as of September 30,2014, and 2013. These liabilities are not funded from current or prior-year appropriations and
assessments, but rather should be funded from future appropriations and assessments. Accordingly, future funding requirements have
been recognized for the expenses that will be paid from future appropriations.

The projected annual benefit payments for FECA are discounted to present value. For FY 2014, projected annual payments were
discounted to present value based on the OMB interest rate assumptions which were interpolated to reflect the average duration in
years for income payments and medical payments. The interest rate assumptions utilized for FY 2014 discounting were 2.73 percent
in year 1 and 3.13 percent in year 2 for wage benefits, and 2.33 percent in year 1 and 2.86 percent in year 2 for medical benefits.
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Note 7. LEASES
| AsofSeptember30, | 2014 | 2013 |

Assets Under Capital Leases:

Copiers and booklet maker S 1,806 $ 1,806

Accumulated depreciation (1,715) (1,625)
Net Assets Under Capital Leases $ 91 $ 181

Future Lease Payments Due: Fiscal Year Capital Operating

2014 8 $ - S 8 § 39,770

2015 93 46,362 46,455 40,239

2016 - 43,141 43,141 40,380

2017 - 42,497 42,497 39,785

2018 - 37,778 37,778 35117

2019 and thereafter - 158,227 158,227 237,016

Total Lease Liability 101 328,005 328,106 432,307

Add: Imputed Inferest 1 - 1 3
Total Future Lease Payments $ 102 $ 328,005 $ 328,107 $ 432,310

The Capital Lease Liability of $101 thousand is included in Other Liabilities (Note 5). For Future Lease Payments, the NRC
calculates the Capital Lease Liability and adds the imputed interest to arrive at the Total Future Lease Payments.

For FY 2014, there are 3 capital leases with terms of 5 years, consisting of 1 capital lease added in FY 2014, 1 capital lease added in
FY 2013, and 1 capital lease added in FY 2011 with an interest rate of 1.26 percent. The reproduction equipment is depreciated
over 5 years using the straight-line method with no salvage value.

Note 8. CUMULATIVE RESULTS OF OPERATIONS
As of September30, | 2014 | 2013 __

Liabilities not covered by budgetary resources (Note 6) $ (55,204) $ (55,537)
Investment in property and equipment, net (Note 4) 90,280 107,771
Contributions from foreign cooperative research agreements 4,306 4,008
Nuclear Waste Fund 6,191 13,498
Accounts receivable - fees 111,114 90,889
Fee Collection Revenue Not Transferred 3 -
Other 128 8
Cumulative Results of Operations $ 156,818 $ 160,637
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Note 9. STATEMENT OF NET COST

For the years ended September 30, mm

Nuclear Reactor Safety

Intragovernmental gross costs S 234,636 $ 234,342
Less: Intragovernmental earned revenue (55,733) (55,560)
Intfragovernmental net costs 178,903 178,782
Gross costs with the public 582,643 596,772
Less: Earned revenues from the public (759,305) (704,723)
Net costs with the public (176,662) (107,951)
Total Net Cost of Nuclear Reactor Safety S 2,241 $ 70,831
Nuclear Materials and Waste Safety
Intragovernmental gross costs $ 63,614 § 60,242
Less: Intragovernmental earned revenue (5,947) (6,216)
Intragovernmental net costs 57,667 54,026
Gross costs with the public 175,691 171,769
Less: Earned revenues from the public (75,567) (85,743)
Net costs with the public 100,124 86,026
Total Net Cost of Nuclear Materials and Waste Safety $ 157,791 § 140,052

Note 10. EXCHANGE REVENUES

For the years ended September 30, mm

Fees for licensing, inspection, and other services S 891,446 $ 843,703
Revenue from reimbursable work 5,106 8,539
Total Exchange Revenues S 896,552 $ 852,242
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Note 11. FINANCING SOURCES OTHER THAN EXCHANGE REVENUE
or the years onded Septomber 30, | 201 | 2013

Appropriations Used

Collections are used to reduce the fiscal year's appropriations recognized:

Funds consumed S 999,612 $ 1,028,164
Less: Collection of fees assessed (871,206) (851,891)
Less: Nuclear Waste Funding Expense (7,307) (104)

Total Appropriations Used $ 121,099 $ 176,169

Funds consumed include $42.9 million and $62.9 million through September 30, 2014, and 2013, respectively, of available funds

from prior years.

For the years ended September 30, mm

Non-Exchange Revenue

Civil penalties S 45 $ 184
Miscellaneous receipts 120 298
Non-Exchange Revenue 165 482
Contra-Revenue (165) (482)
Total Non-Exchange Revenue, Net of Funds Returned to the
U.S. Treasury General Fund $ -3 -

For the years ended September 30, mm

Imputed Financing

Civil Service Retirement System S 18,038 § 15,044
Federal Employee Health Benefit 16,954 17,215
Federal Employee Group Life Insurance 89 89
Judgments/Awards 33 2,809

Total Imputed Finuncing S 35,114 $ 35,157

The NRC employees belong to either the FERS or the CSRS. For employees belonging to FERS and receiving an appointment
prior to January 1,2013, the NRC withheld 0.8 percent of base pay earnings and provided a 11.9 percent employer contribution. In
accordance with Section 5001 of Public Law 112-96 of the Middle Class Tax Relief and Job Creation Act of 2012, employees hired
after January 1,2013, as Federal Employees Retirement System - Revised Annuity Employees (FERS-RAE) must pay 3.1 percent
of their salary to retirement contributions with a 9.6 percent employer matching contribution. The sum is transferred to the Federal
Employees Retirement Fund. For employees covered by CSRS, the NRC withholds 7 percent of base pay earnings. The NRC
matched this withholding with a 7 percent contribution in FY 2014 and FY 2013.

The Thrift Savings Plan (TSP) is a retirement savings and investment plan for employees belonging to either FERS or CSRS.
The maximum percentage of base pay that an employee participating in FERS or CSRS may contribute is unlimited, subject to
the maximum contribution of $17.5 thousand in 2014 and 2013. For employees participating in FERS, the NRC automatically
contributes one percent of base pay to their account and matches contributions up to an additional four percent. For employees
participating in CSRS, there is no NRC matching of the contribution. The sum of the employees’and NRC’s contributions are
transferred to the Federal Retirement Thrift Investment Board.
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Note 12. TOTAL OBLIGATIONS INCURRED

For the years ended September 30, mm

Direct Obligations

Category A $ 1,052,034 $ 1,019,466
Exempt from Apportionment 8,391 52
Total Direct Obligations 1,060,425 1,019,518
Reimbursable Obligations 5,187 7,533
Total Obligations Incurred $ 1,065612 $ 1,027,051

Obligations exempt from apportionment are the result of funds derived from the NWF. Category A Obligations consist of NRC
appropriations only. Undelivered orders for the NWE are $1.4 million and $2.5 million, Salaries and Expenses are $268.1 million
and $221.6 million, and the Office of the Inspector General are $0.9 million and $1.1 million through September 30, 2014, and

2013, respectively.

Note 13. NUCLEAR WASTE FUND

For FY 2014 and FY 2013, the NRC’s budget did not include funds from the NWEF. The funding provided to the NRC prior to
FY2013 and carried forward to subsequent years was for the purpose of performing activities associated with DOE’s application for
a high-level waste repository at Yucca Mountain, NV.

The SFFAS No. 43, “Funds from Dedicated Collections: Amending SFFAS 27, Identifying and Reporting Earmarked Funds,”
lists three defining criteria for funds from dedicated collections. Generally, funds from dedicated collections must have at least one
source of funds external to the Federal Government, and the statute provides explicit authority to retain current, unused revenues
for future use. Also, the law includes a requirement to account for and report on the receipt and use of the financing sources as
distinguished from general revenues.

In 1982, Congress passed the Nuclear Waste Policy Act of 1982 (Public Law 97-425) establishing the NWF to be administered by the
DOE (42 U.S.C. 10222). For the NRC, the NWF transfer is a source of financing from other than non-federal sources. The NRC
collects no revenue on behalf of the NWEF and has no administrative control over it. Furthermore, the Treasury has no separate
fund symbol for the NWEF under the NRC’s agency location code. The receipt and expenditure of NWF money is reported to
Treasury under the NRC’s primary Salaries and Expenses fund (X0200).

Based on these facts, the NWF is not a fund from dedicated collections from the NRC’s perspective. In order to provide additional
information to the users of these financial statements, enhanced disclosure of the fund is presented below.

The NWF amounts received, expended, obligated, and unobligated balances as of September 30, 2014, and 2013, are shown in
the following:

For the years ended September 30, mm

Appropriations Received $ - $ -
Expended Appropriations $ 7,307 $ 107
Obligations Incurred S 8,391 $ 52
Unobligated Balances (includes recoveries of prior year obligations) $ 4,813 $ 11,055
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Note 14. EXPLANATION OF DIFFERENCES BETWEEN THE STATEMENT OF

BUDGETARY RESOURCES AND THE BUDGET OF THE U. S. GOVERNMENT

The SFFAS No. 7, “Accounting for Revenue and Other Financing Sources,” requires the NRC to reconcile the budgetary
resources reported on the SBR to the prior fiscal year actual budgetary resources presented in the Budget of the U.S. Government
and explain any material differences. The NRC does not have any material differences between the SBR and the Budget of the
U.S. Government.

Note 15. RECONCILIATION OF NET COST OF OPERATIONS TO
BUDGETARY RESOURCES

For the periods ended September 30, mm

Budgetary Resources Obligated

Obligations incurred (Note 12) $ 1,065612 § 1,027,051
Less: Spending authority from offsetting collections and recoveries (20,233) (21,475)
Less: Distributed offsetting receipts (871,206) (851,891)
Net Obligations 174,173 153,685
Other Resources
Imputed financing from costs absorbed by others 35,114 35,157
Non-Exchange Revenue 165 482
Funds returned to U.S. Treasury General Fund (165) (482)
Net Other Resources Used to Finance Activities 35,114 35,157
Total Resources Used to Finance Activities 209,287 188,842
Resources Used to Finance ltems not Part of the Net Cost of Operations (44,118) (3,908)
Total Resources Used to Finance the Net Cost of Operations 165,169 184,934
Components of the Net Cost of Operations that will not require or
generate resources in the current period (5,137) 25,949
Net Cost of Operations S 160,032 § 210,883

Note 16. CONTINGENCIES

The NRC is subject to potential liabilities in various administrative proceedings, legal actions, environmental suits, and claims
brought against it. In the opinion of the NRC’s management and legal counsel, the ultimate resolution of these proceedings,
actions, suits, and claims will not materially affect the financial position or net costs of the NRC.

In FY 2009, the NRC signed an Interagency Agreement with the GSA to fund the build-out of the NRC office space for the new
3WEN office building. The NRC capitalized the cost of the build-out as a leasehold improvement with a total cost $40.4 million.
However, to comply with the OMB’s Freeze the Footprint initiative, the agency determined that it should only occupy 6 of the

14 floors of the SWFN office building. Subsequently, GSA has leased 8 of the 14 floors to the FDA of which the FDA occupied
4 floors during the 4th quarter of FY 2014. It is anticipated that FDA will occupy 4 additional floors during the 3rd quarter of
FY 2015. Accordingly, the NRC will recognize a loss on the impaired asset for the remaining net realizable value of the build-out
cost for the 4 additional floors of $10.2 million in FY 2015.

Reasonably Possible Likelihood of an Adverse Outcome:

As of September 30, 2014, the NRC was a party to a case in which an adverse outcome was reasonably possible. The upper range
of the loss on the potential liability was $64 million. As of September 30, 2013, the NRC was not party to a case in which an
adverse outcome was probable or reasonably possible.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF BUDGETARY RESOURCES (In Thousands)
Office of

Salaries and Inspector Nuclear Facility
For the period ended September 30, 2014 Expenses Generadl Fees

Budgetary Resources

Unobligated balances, brought forward, October 1 $ AR 1,368 § -8 42,779
Recoveries of prior year obligations
Actual 10,223 377 - 10,600
Unobligated balance from prior year budget authority, net 51,634 1,745 - 53,379
Appropriations 1,043,937 11,955 3 1,055,895
Spending authority from offsetting collections 9,800 2 - 9,802
Total Budgefary Resources $ 1,105,371 § 13,702 $ 38 1,119,076
Status of Budgetary Resources
Obligations incurred (Note 12) $ 1,054,528 $ 11,084 § - $ 1,065,612
Unobligated balance, end of period
Apportioned 45,861 2,618 - 48,479
Exempt from apporfionment 4,813 - 3 4,816
Unapportioned 169 - - 169
Unobligated balance, end of period 50,843 2,618 3 53,464
Total Status of Budgetary Resources $ 1,105,371  § 13,702 § 38 1,119,076
Change in Obligated Balance
Unpaid obligations
Unpaid obligations, brought forward, October 1 $ 278,098 § 714§ - $ 278,812
Obligations incurred (Note 12) 1,054,528 11,084 - 1,065,612
Outlays, gross (997,490) (10,458 - (1,007,948)
Recoveries of prior year unpaid obligations (10,223 (377) - (10,600)
Total unpaid obligations, end of period $ 324913 § 923§ - $ 325,876
Uncollected payments
Uncollected customer payments from Federal sources, $ (3,517) § -3 - $ (3,517)
brought forward, Ocfober 1
Change in uncollected customer payments, from Federal 1,568 - - 1,568
sources
Total uncollected customer payments, from Federal sources $ (1,949) § - $ - $ (1,949)
Memorandum entries:
Obligated balances, start of year $ 274,581 § 714§ - § 275,295
Obligated balances, end of period $ 322,964 $ 963 § - § 323,927
Budget Authority and Outlays, Net
Budget Authority, gross $ 1,053,737 § 11,957 § 38 1,065,697
Actual offsetting collections (11,199) 2) - (11,201)
Change in uncollected customer payments, from Federal sources 1,568 - - 1,568
Budget Authority, net $ 1,044,106 §$ 11,955 §$ 38 1,056,064
Outlays, gross $ 997,490 §$ 10,458 - $ 1,007,948
Actual offsetting collections (11,199) 2) - (11,201)
Outlays, net 986,291 10,456 - 996,747
Distributed offsetting receipts - - (871,206) (871,206)
Agency Outlays, net $ 986,291 § 10,456 § (871,206) $§ 125,541
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SCHEDULE OF BUDGETARY RESOURCES (In Thousands)

Office of
Salaries and Inspector Nuclear Facility

For the period ended September 30, 2013 Expenses General Fees

Budgetary Resources

Unobligated balances, brought forward, October 1 $ 61,447 $ 1457 § - $ 62,904
Recoveries of prior year obligations
Actual 14,599 322 - 14,921
Unobligated balance from prior year budget authority, net 76,046 1,779 - 77,825
Appropriations 975,309 10,311 - 985,620
Spending authority from offsetting collections 6,384 ] - 6,385
Total Budgetary Resources $ 1,057,739 § 12,091 § - $ 1,069,830
Status of Budgetary Resources
Obligations incurred (Note 12) $ 1,016,328 § 10723  § - $ 1,027,051
Unobligated balance, end of period
Apportioned 28,649 1,368 - 30,017
Exempt from apporfionment 11,005 - - 11,005
Unapportioned 1757 - - 1,757
Unobligated balance, end of period 41,411 1,368 - 42,779
Total Status of Budgetary Resources $ 1,057,739 § 12,091 § - $ 1,069,830
Change in Obligated Balance
Unpaid obligations
Unpaid obligations, brought forward, October 1 $ 302,612 § 642§ - $ 303,254
Obligations incurred (Note 12) 1,016,328 10,723 - 1,027,051
Outlays, gross (1,026,243) (10,329) - (1,036,572)
Recoveries of prior year unpaid obligations (14,599 (322) - (14,921)
Total unpaid obligations, end of period $ 278,098 § 714§ - $ 278,812
Uncollected payments
Uncollected customer payments from Federal sources, $ (8,631) $ -9 - $ (8,631)
brought forward, October 1
Change in uncollected customer payments, from Federal 5,114 - - 5114
sources
Total uncollected customer payments, from Federal sources $ (3,517) §$ - $ - $ (3,517)
Memorandum entries:
Obligated balances, start of year $ 293,981 § 642§ - $ 294,623
Obligated balances, end of period $ 274581 § 714§ - $ 275,295
Budget Authority and Outlays, Net
Budget Authority, gross $ 981,693 $ 10312 § - § 992,005
Actual offsetting collections (11,667 (1) - (11,668)
Change in uncollected customer payments, from Federal sources 5114 - - 5114
Budget Authority, net $ 975140 $ 10311 § - $ 985,451
Outlays, gross $ 1,026,243  § 10,329 § - § 1,036,572
Actual offsetting collections (11,667) (1) - (11,668)
Outlays, net 1,014,576 10,328 - 1,024,904
Distributed offsetting receipts - - (851,891) (851,891)
Agency Outlays, net $ 1014576 § 10,328 § (851,891) § 173,013
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OFFICE OF THE
INSPECTOR GENERAL

November 14, 2014

MEMORANDUM TO: Chairman Macfarlane

FROM: Hubert T. Bell /RA/
Inspector General

SUBJECT: RESULTS OF THE AUDIT OF THE UNITED STATES
NUCLEAR REGULATORY COMMISSION'S FINANCIAL
STATEMENTS FOR FISCAL YEARS 2014 AND 2013
(OIG-15-A-03)

The Chief Financial Officers Act of 1990, as amended (CFO Act), requires the Inspector
General (IG) or an independent external auditor, as determined by the IG, to annually
audit the United States Nuclear Regulatory Commission’s (NRC) financial statements in
accordance with applicable standards. In compliance with this requirement, the Office
of the Inspector General (OIG) retained CliftonLarsonAllen LLP (CLA) to conduct this
annual audit. Transmitted with this memorandum are the following CLA reports:

e Financial Statements
¢ Internal Control Over Financial Reporting
e Compliance with Laws, Regulations, Contracts and Grant Agreements

NRC’s Performance and Accountability Report includes comparative financial
statements for FY 2014 and FY 2013.

Objective of a Financial Statement Audit

The objective of a financial statement audit is to determine whether the audited entity’s
financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management as well as evaluating the overall financial
statement presentation.
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CLA’s audits were made in accordance with auditing standards generally accepted in
the U. S.; Government Auditing Standards issued by the Comptroller General of the
United States; and Office of Management and Budget (OMB) Bulletin No. 14-02,

Audit Requirements for Federal Financial Statements. The audits included, among
other things, obtaining an understanding of NRC and its operations, including internal
control over financial reporting; evaluating the design and operating effectiveness of
internal control and assessing risk; and testing relevant internal controls over financial
reporting. Because of inherent limitations in any internal control, misstatements due to
error or fraud may occur and not be detected. Also, projections of any evaluation of the
internal control to future periods are subject to the risk that the internal control may
become inadequate because of changes in conditions, or that the degree of compliance
with the policies, or procedures may deteriorate.

FY 2014 Audit Results
The results are as follows:

Financial Statements

e Unmodified opinion

Internal Control Over Financial Reporting

¢ Unqualified opinion

Compliance with Laws, Regulations, Contracts, and Grant Agreements

¢ No reportable instances of noncompliance
OIG Oversight of CLA Performance
To fulfill our responsibilities under the CFO Act and related legislation for overseeing the
audit work performed, we monitored CLA’s audit of NRC’s FY 2014 and FY 2013
financial statements by:
¢ Reviewing CLA’s audit approach and planning.
e Evaluating the qualifications and independence of CLA’s auditors.

¢ Monitoring audit progress at key points.

e Examining the working papers related to planning and performing the audit and
assessing NRC'’s internal controls.

¢ Reviewing CLA’s audit reports for compliance with Government Auditing
Standards and OMB Bulletin No. 14-02.
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e Coordinating the issuance of the audit reports.
e Performing other procedures deemed necessary.

CLA is responsible for the attached auditors’ reports, dated November 7, 2014, and the
conclusions expressed therein. OIG is responsible for technical and administrative
oversight regarding the firm’s performance under the terms of the contract. Our
oversight, as differentiated from an audit in conformance with Government Auditing
Standards, was not intended to enable us to express, and accordingly we do not
express, an opinion on:

¢ NRC'’s financial statements.
e The effectiveness of NRC'’s internal control over financial reporting.
¢ NRC’s compliance with laws, regulations, contracts, and grant agreements.

However, our oversight, as described above, disclosed no instances where CLA did not
comply, in all material respects, with applicable auditing standards and requirements.

Meeting with the Chief Financial Officer

At the exit conference on November 10, 2014, representatives of the Office of the Chief
Financial Officer, OIG, and CLA discussed the results of the audit.

Comments of the Chief Financial Officer

In her response, the Chief Financial Officer (CFO) agreed with CLA’s report. The full
text of the CFO’s response follows this report.

We appreciate NRC staff’s cooperation and continued interest in improving financial
management within NRC.

Attachment: As stated

cc: Commissioner Svinicki
Commissioner Ostendorff
Commissioner Baran
Commissioner Burns
M. Galloway, OEDO
K. Brock, OEDO
J. Arildsen, OEDO
C. Jaegers, OEDO
RidsEdoMailCenter
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INDEPENDENT AUDITORS REPORT

‘ m CliftonLarsonAllen LLP

» www.cliftonlarsonallen.com

CliftonLarsonAllen

INDEPENDENT AUDITORS’ REPORT

Inspector General
United States Nuclear Regulatory Commission

Chairman
United States Nuclear Regulatory Commission

Report on the Financial Statements

We have audited the accompanying financial statements of the United States Nuclear Regulatory
Commission (NRC), which comprise the balance sheets as of September 30, 2014 and 2013, and the
related statements of net cost, changes in net position, and budgetary resources for the years then
ended, and the related notes to the financial statements (financial statements).

Management’s Responsibility for the Financial Statements

NRC management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America (U.S.) including the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibilities

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits of the financial statements in accordance with auditing standards generally
accepted in the U.S., the standards applicable to the financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, and Office of
Management and Budget (OMB) Bulletin No. 14-02, Audit Requirements for Federal Financial
Statements (OMB Bulletin 14-02). Those standards and OMB Bulletin 14-02 require that we plan and
perform the audits to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances. An audit of financial statements also involves evaluating the
appropriateness of the accounting policies used and the reasonableness of significant accounting
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INDEPENDENT AUDITORS’ REPORT, CONTINUED

estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

We are also responsible for applying certain limited procedures with respect to the Required
Supplementary Information (RSI) and all other accompanying information included with the financial
statements.

Opinion on the Financial Statements

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Nuclear Regulatory Commission as of September 30, 2014 and 2013, and its
net costs, changes in net position, and budgetary resources for the years then ended, in accordance
with accounting principles generally accepted in the U.S.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the U.S. issued by the Federal Accounting Standards
Advisory Board (FASAB) require that NRC’'s Management Discussion and Analysis (MD&A), and
other RSI, be presented to supplement the financial statements. Such information, although not a part
of the financial statements, is required by FASAB, which considers it to be an essential part of
financial reporting for placing the financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the MD&A and other RSI in
accordance with auditing standards generally accepted in the U.S., which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the financial statements, and other
knowledge we obtained during our audit of the financial statements. We do not express an opinion or
provide any assurance on the RSI because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

The FY 2014 Performance and Accountability Report contains a wide range of other information,
some of which is not directly related to the financial statements. This other information includes the
cover, table of contents, Message from the Chairman, Chapter 2 (Program Performance), Message
from the Chief Financial Officer, the Inspector General’s letter transmitting the Independent Auditors’
Report, management’s response to the audit report, and Chapter 4 (Other Accompanying
Information). This information is presented for purposes of additional analysis and is not a required
part of the financial statements or RSI. This other information has not been subjected to the auditing
procedures applied in the audit of the financial statements, and accordingly, we do not express an
opinion or provide any assurance on it.

Report on Internal Control Over Financial Reporting

We have audited NRC’s internal control over financial reporting as of September 30, 2014, based on
criteria established under 31 U.S.C. 3512 (c), (d), commonly known as the Federal Managers’
Financial Integrity Act of 1982 (FMFIA) and OMB Circular A-123, Management’s Responsibility for
Internal Control, as amended (OMB Circular A-123).
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INDEPENDENT AUDITORS’ REPORT, CONTINUED

Management’s Responsibility for Internal Control

NRC management is responsible for maintaining effective internal control over financial reporting, and
for its statement of assurance on the effectiveness of internal control over financial reporting.

Auditors’ Responsibilities

Our responsibility is to express an opinion on NRC’s internal control over financial reporting based on
our audit. We conducted our audits of internal control over financial reporting in accordance with
attestation standards established by the American Institute of Certified Public Accountants and the
attestation standards contained in Government Auditing Standards.

An audit of internal control over financial reporting includes obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, and evaluating the
design, and testing the operating effectiveness of internal control over financial reporting based on
the assessed risk. Our audits also included performing such other procedures as we considered
necessary in the circumstances.

Definition and Inherent Limitations of Internal Control Over Financial Reporting

An entity’s internal control over financial reporting is a process effected by those charged by
governance, management, and other personnel, designed to provide reasonable assurance that (1)
transactions are properly recorded, processed, and summarized to permit the preparation of financial
statements in accordance with accounting principles generally accepted in the U.S.; (2) assets are
safeguarded against loss from unauthorized acquisition, use, or disposition; and (3) transactions are
executed in accordance with laws governing the use of budget authority and other applicable laws,
regulations, contracts, and grant agreements that could have a direct and material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent, or detect
and correct, misstatements due to fraud or error. We also caution that projecting our audit results to
future periods is subject to the risk that controls may become inadequate because of changes in
conditions or that the degree of compliance with controls may deteriorate.

Opinion on Internal Control Over Financial Reporting

In our opinion, NRC maintained, in all material respects, effective internal control over financial
reporting as of September 30, 2014, based on criteria established under FMFIA and OMB Circular A-
123.

Report on Compliance Based on an Audit of Financial Statements Performed in Accordance
With Government Auditing Standards

Compliance With Laws, Regulations, Contracts and Grant Agreements

In connection with our audits, we performed tests of the NRC’s compliance with certain provisions of
laws, regulations, contracts, and grant agreements consistent with our professional responsibilities
discussed below. The results of our tests for the year ended September 30, 2014, disclosed no
instances of noncompliance that are required to be reported in accordance with Government Auditing
Standards.
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INDEPENDENT AUDITORS’ REPORT, CONTINUED

Systems Compliance With the Federal Financial Management Improvement Act (FFMIA)
Requirements

Under FFMIA, we are required to report whether the financial management systems used by NRC
substantially comply with the (1) Federal financial management systems requirements, (2) applicable
Federal accounting standards, and (3) the United States Standard General Ledger (USSGL) at the
transaction level. To meet this requirement, we performed tests of compliance with FFMIA Section
803(a) requirements. However, providing an opinion on compliance with FFMIA was not an objective
of our audit, and accordingly, we do not express such an opinion. The results of our tests of FFMIA
disclosed no instances in which NRC'’s financial management systems did not substantially comply
with (1) Federal financial management systems requirements, (2) applicable Federal accounting
standards, or (3) the USSGL at the transaction level.

Management’s Responsibility

Management is responsible for ensuring NRC’s financial management systems are in substantial
compliance with FFMIA requirements, and ensuring compliance with other applicable laws,
regulations, contracts, and grant agreements.

Auditors’ Responsibilities

We are responsible for testing compliance with certain provisions of laws, regulations, contracts and
grants that have a direct and material effect on the determination of financial statement amounts and
applicable laws for which OMB Bulletin 14-02 requires testing.

We did not test compliance with all laws, regulations, contracts and grant agreements applicable to
NRC. We limited our tests of compliance to certain provisions of laws, regulations, contracts, and
grant agreements that have a direct and material effect on the determination of financial statement
amounts and those laws and regulations required by OMB Bulletin 14-02. However, providing an
opinion on compliance with those provisions was not an objective of our audits, and accordingly, we
do not express such an opinion. We caution that noncompliance with laws and regulations may occur
and not be detected by these tests and that such testing may not be sufficient for other purposes.
Also, our work on FFMIA would not necessarily disclose all instances of noncompliance with FFMIA
requirements.

Purpose of the Report on Compliance

The purpose of the Report on Compliance is solely to describe the scope of our testing of compliance
with laws and regulations and the result of that testing, and not to provide an opinion on the NRC’s
compliance. This report is an integral part of audits performed in accordance with Government
Auditing Standards in considering NRC’s compliance. Accordingly, this report is not suitable for any
other purpose.
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INDEPENDENT AUDITORS’ REPORT, CONTINUED

Management’s Response to the Independent Auditors’ Report

Management’s response to our report is presented in the Performance and Accountability Report.
We did not audit NRC’s response and, accordingly, we express no opinion on it.

WM"’M‘ LLP

CliftonLarsonAllen LLP

Arlington, Virginia
November 7, 2014
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MANAGEMENT’S RESPONSE TO THE INDEPENDENT AUDITORS REPORT

ON THE FINANCIAL STATEMENTS

CHIEF FINANCIAL
OFFICER

MEMORANDUM TO:

FROM:

SUBJECT:

UNITED STATES

NUCLEAR REGULATORY COMMISSION

WASHINGTON, D.C. 20555-0001

November 7, 2014

Stephen D. Dingbaum
Assistant Inspector General for Audits

Maureen E. Wy
Chief Financial Offi

AUDIT OF THE FISCAL YEAR 2014 AND 2013 FINANCIAL
STATEMENTS

We appreciate the collaborative relationship between the Office of the Inspector

General, the auditors, and the Office of the Chief Financial Officer in supporting our continuing

effort to improve financial reporting. We have reviewed the Independent Auditor's Report of the

Agency's Fiscal Year 2014 and 2013 financial statements and are in agreement with it.

cc: M. Galloway, AO/OEDO

J. Arildsen, OEDO
K. Brock, OEDQ

H. Rasouli, OEDO
C. Jaegers, OEDO
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OFFICE OF THE

INSPECTOR GENERAL
October 16, 2014
MEMORANDUM TO: Chairman Macfarlane
FROM: Hubert T. Bell /RA/
Inspector General
SUBJECT: INSPECTOR GENERAL'S ASSESSMENT OF THE MOST

SERIOUS MANAGEMENT AND PERFORMANCE
CHALLENGES FACING NRC (OIG-15-A-01)

The Reports Consolidation Act of 2000 requires the Inspector General of each Federal
agency to annually summarize what he or she considers to be the most serious
management and performance challenges facing the agency and to assess the
agency’s progress in addressing those challenges. In accordance with the act, |
identified nine management and performance challenges confronting the Nuclear
Regulatory Commission that | consider to be the most serious.

The agency provided comments on this report; the comments are included in a report
appendix.

If you have any questions, please contact Stephen D. Dingbaum, Assistant Inspector
General for Audits, at 415-5915 or me at 415-5930.

Attachment: As stated

cc: Commissioner Svinicki
Commissioner Ostendorff
M.Satorius, EDO
M.Wylie, CFO
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OFFICE OF THE INSPECTOR (GENERAL

U.S. NucLEAR REGULATORY COMMISSION
DEEFENSE NUCLEAR FACILITIES SAFETY BOARD

Evaluation Report

Inspector General’s Assessment of the Most
Serious Management and Performance
Challenges Facing NRC

0IG-15-A-01
October 16, 2014
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Inspector General’s Assessment of the Most Serious Management and Performance Challenges Facing NRC

TABLE OF CONTENTS
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Inspector General’s Assessment of the Most Serious Management and Performance Challenges Facing NRC

. BACKGROUND AND PURPOSE

On January 24, 2000, Congress enacted the Reports Consolidation Act of
2000, requiring Federal agencies to provide financial and performance
management information in a more meaningful and useful format for
Congress, the President, and the public. The act requires the Inspector
General (IG) of each Federal agency to annually summarize what he or
she considers to be the most serious management and performance
challenges facing the agency and to assess the agency’s progress in
addressing those challenges.

To accomplish this assessment, the NRC IG considered the overall work
of the Office of the Inspector General (OIG), the OIG staff's general
knowledge of agency operations, and other relevant information to
develop and update the list of management and performance challenges
and assess the agency’s progress in addressing these challenges.

In addition, beginning in 2012, OIG staff performed an analysis of the past
10 years of audit findings and assigned them to performance categories,
such as internal controls, accountability and communications.
Approximately 540 audit findings and recommendations were analyzed.
Every year since, OIG staff incorporated new audit findings into this
analysis. As part of the most recent analysis — which focused on the last 5
years of audit findings and recommendations — OIG staff identified a total
of eight performance categories that are supported by the audit findings.
These categories represent the most serious management and
performance challenges facing the agency. They relate directly to the
mission-oriented management challenges in past OIG reports in that
improvement in the eight performance categories supports improvement in
the past mission-oriented challenge areas. The audit-based categories
also support enhancing performance in NRC strategic areas and
management objectives.

Likewise, the Investigations staff of OIG analyzed 5 years of investigation
information for identification of performance trends and opportunities to
improve performance. A total of 287 investigations were reviewed. This
information was evaluated for applicability to the audit based categories
already identified and sorted on that basis as it applied. Additionally, the
investigation information was analyzed for any other trends and one
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Inspector General’s Assessment of the Most Serious Management and Performance Challenges Facing NRC

additional management challenge category (cyber security) was
developed.

These nine categories are more specific and actionable than those in past
NRC OIG management and performance challenge reports. They
represent significant opportunities for the agency to improve performance
affecting its strategic goals and management objectives. Figure 1 relates
these new management and performance challenges to past management
and performance challenges and the agency'’s strategic goals and
management objectives.

The agency’s performance relative to the new challenge areas will be
evaluated by OIG as new information becomes available, including audit
and investigative findings and Issue Area Monitoring.! As OIG notes
improved performance in a challenge, the challenge will be removed, as
warranted.

! Through OIG’s Issue Area Monitor (IAM) program, OIG staff designated as IAMs are assigned
responsibility for keeping abreast of major agency programs and activities. The broad IAM areas address
nuclear reactors, nuclear materials, nuclear waste, information management, security, financial and
administrative programs, human resources, and international programs.
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Inspector General's Assessment of the Most Serious Management and Performance Challenges Facing NRC
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Inspector General’s Assessment of the Most Serious Management and Performance Challenges Facing NRC

Il. ASSESSMENT RESULTS

NRC'’s mission is to license and regulate the Nation’s civilian use of
byproduct, source, and special nuclear materials to ensure adequate
protection of public health and safety, promote the common defense and
security, and protect the environment. Like other Federal agencies, NRC
faces management and performance challenges in carrying out its
mission.

Congress left the determination and threshold of what constitutes a most
serious management and performance challenge to the discretion of the
IGs.

The NRC IG has defined serious management and performance
challenges as mission critical areas or programs that have the potential for
a perennial weakness or vulnerability that, without substantial
management attention, would seriously impact agency operations or
strategic goals. Based on this definition, the IG identified the following as
the most serious management and performance challenges facing NRC
as of October 1, 2014:

Internal Controls.

Guidance and Procedures.

Training.

Acquisition, Contracting, and Procurement.
Project Management.

Internal Communication and Coordination.
Human Capital Management.
Accountability.

Cyber Security.

©NOO AWM=

Each of these challenges is discussed on the following pages.
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Inspector General’'s Assessment of the Most Serious Management and Performance Challenges Facing NRC

[EGE]
Controls

Management Challenge #1

Internal Controls

Internal controls are the plans, methods, policies, and procedures an
organization employs to ensure effective resource use in fulfilling its
mission, goals, objectives, and strategic plan. A quality internal control
program promotes operational efficiency, ensures that established policies
are followed, safeguards assets, prevents fraud, minimizes errors, and
verifies the accuracy and reliability of data.

Internal controls are essential to strong organizational performance and
affect all NRC strategic areas and management objectives. Internal
controls are essential for NRC’s continued and successful management of
its regulatory processes (reactors and materials), security programs,
information technology, financial management (and procurement), and
human capital

Like all Federal agencies, NRC internal controls are expected to provide
reasonable, but not absolute, assurance that agency objectives are
consistently met. NRC has established internal controls for its various
programs. OIG audits and investigations have consistently identified
shortfalls in NRC’s internal controls. Examples of performance gaps in
internal controls found during OIG audits and investigations are included
below. Taken together, these examples indicate the need for NRC to
improve its internal controls.

Specific examples

o NRC has some issues executing certain facets of the National
Environmental Policy Act (NEPA) because the agency does not have
controls in place to ensure that staff is compliant. As a result, staff
have varying interpretations on how to comply with NRC’s regulations
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in 10 CFR Part 51. In an effort to strengthen its internal controls, NRC
has proposed to develop agencywide guidance to ensure that staff
appropriately follow Part 51.

e NRC'’s approach to contract oversight has weaknesses in verifying
dollar amounts submitted on invoices by contractors. Specifically,
NRC'’s internal control processes do not include steps to routinely use
source documentation to verify amounts billed on contractor invoices.
The agency has committed to develop steps to include periodic
reviews and evaluation of contractor invoice source documentation.

e Until recently, NRC did not systematically track nuclear power reactor
licensees’ commitments, in part because the agency did not have an
adequate tool for tracking them. Subsequently, NRC successfully
developed and implemented an approach for systematically tracking
power reactor licensee commitments. The agency’s new approach to
tracking commitments creates a key internal control for managing
records that are relevant to the oversight of licensee activities.
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Guidance &

Management Challenge #2
Guidance and

Procedures

Guidance and procedures refers to directives and other types of formal
written guidance that establishes NRC management’s expectations for
agency staff. Policies and procedures are designed to influence and
determine all major decisions and actions and all activities take place
within the boundaries set by them. Together policies and procedures
ensure that a point of view held by a governing body of an organization
such as NRC is translated into steps that result in an outcome compatible
with that view. OIG audits and investigations have consistently identified
shortfalls in NRC’s guidance and procedures. Examples of these gaps
found during OIG audits and investigations are included below. Taken
together, these examples indicate the need for NRC to improve its
guidance and procedures.

Specific examples

¢ NRC imposed license conditions for fuel cycle and uranium recovery
facilities that do not meet the intent of the Atomic Energy Act because
NRC does not have adequate guidance for staff preparing the licenses.
NRC has proposed to develop and implement detailed guidance for
fuel cycle and uranium recovery staff to use when developing license
conditions.

¢ NRC has not developed and incorporated within policy and guidance
the existing mechanisms used for systematic and continual monitoring,
collecting, and trending of age-related data for some types of
components in nuclear power plants. Age-related studies have
emphasized the importance of continual monitoring, collecting, and
trending of age-related data for components in an ever changing
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environment. Yet, NRC has not systematically and continually
collected or evaluated age-related data to determine if a specific aging
component oversight program is needed or what type of program
would be necessary. Currently, NRC may identify data on active
component aging intermittently during Reactor Oversight Process
inspections, but not through any methods of systematic data collection,
analysis, and trending. At present, age-related failures are not
consistently identified in existing reporting mechanisms, when they are
identified at all.

e Generally, NRC’s oversight of industrial radiography is effective.
However, NRC'’s inspection guidance lacks language defining which
licensee location should be visited for each routine inspection, and
lacks a methodology to ensure that field station? selection is reliable.
Additionally, some NRC inspectors do not know what they can require
of an NRC licensee during an inspection when that licensee’s facility is
located in an Agreement State® because there is no guidance for NRC
inspectors conducting inspections of NRC licensees in Agreement
States. NRC staff are currently revising inspection guidance to clearly
define expectations, including locations that must be inspected
(including field stations) and at what frequency, as well as records and
other information inspectors should review for conducting an inspection
of a NRC licensee who is located in an Agreement State.

¢ NRC'’s travel card program management does not maximize the
agency’s travel card rebates. This is because the agency does not pay
the entire bill for centrally billed accounts upon receipt, but instead
pays the bill as charges are matched to specific line items. The
agency is in the process of developing and implementing a policy to
pay centrally billed travel cards on a daily or weekly basis.
Additionally, NRC is currently revising Management Directive 14.1,
Official Temporary Duty Travel, to require cardholders who travel more
than five times a year to use their Government travel card for official
travel expenses.

2 Field stations are facilities listed in the license.

3 Agreement States are States that have entered into an agreement assuming regulatory authority from
NRC. In accordance with Section 274 of the Atomic Energy Act, as amended, NRC may relinquish its
authority to regulate byproduct, source, and limited quantities of special nuclear material to States. These
States must first demonstrate that their regulatory programs are adequate to protect public health and
safety and are compatible with NRC’s program.
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Management Challenge #3
Training

Training comprises the acquisition of knowledge, skills, and competencies
as a result of the teaching of vocational or practical skills and knowledge
that relate to specific useful competencies. Training has specific goals of
improving one’s capability, capacity, productivity, and performance.
Through training, NRC establishes a pool of skilled employees to meet
current and future organizational needs and support professional growth.

Many of the NRC programs have established training plans to enhance
the knowledge base of its staff. OIG audits and investigations have
consistently identified a lack of training as a cause for program
weaknesses. Examples of a lack of training found during OIG audits and
investigations are included below. Taken together, these examples
indicate the need for NRC to strengthen its training programs.

Specific examples

¢ NRC employees are required to comply with personnel reporting
responsibilities for continued access authorization. NRC'’s
Management Directive 12.3, NRC Personnel Security Program,
requires employees to comply with a list of reporting responsibilities set
forth in the directive. Specifically, employees are required to report
certain events that may bring into question their reliability and
trustworthiness; however, NRC employees rarely comply with
personnel reporting responsibilities for continued access authorization.
The agency is working to implement the needed training.

e Training for NRC’s Inspections, Tests, Analyses, and Acceptance
Criteria (ITAAC) process staff is improvised. The Office of New
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Reactors provides ITAAC training to staff as determined by various
managers in headquarters and Region Il. However, this training has
not been systematically developed in accordance with the training and
development policies listed on the NRC'’s internal training Web site.
These policies are based on the Office of Personnel Management’s
(OPM) training guidance. OPM/agency policies call for a training
needs assessment to help agency and program managers identify
appropriate subjects and methods for training. Current ad hoc training
practices hinder the staff’s ability to identify and conduct relevant
ITAAC inspections and closure notice reviews. The agency is currently
working to design and develop training needs assessment guidance
and on the development and delivery of training, and anticipates the
training will be accessible to users via NRC’s training Web site by
October 31, 2014.

¢ Although the agency provides staff and managers with training on the
non-concurrence process, the training is limited. Providing properly
implemented training that effectively communicates policies,
objectives, responsibilities, authorities, requirements, and information
to employees are essential human capital practices that help to ensure
employees have the knowledge and skills to perform their job and
accomplish the agency mission. However, training on the agency’s
non-concurrence process is not provided in a medium that is routinely
available to all staff when they need it. Without timely training, the non-
concurrence process will continue to be inconsistently implemented
and staff will perceive the process as ineffective and inefficient.
Agency staff are currently working to develop on-line, on-demand non-
concurrence process training for all staff and managers.

¢ Although the agency has offered training on its core accounting
system, additional training is needed on the system’s report
functionalities and features. Agency management acknowledges that
the core accounting system reports have been a challenge for program
staff to obtain and understand. Recently, the agency has conducted
approximately eight training sessions related to interactive reports and
plans to conduct monthly user group meetings.
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Acquisitions,
Contracting, &

1

Management Challenge #4
Acquisitions,
Contracting, and
Procurement

Acquisitions, contracting, and procurement refer to the process through
which the government purchases ("acquires") goods and services.

NRC'’s procurement of goods and services aims to achieve the best value
for the agency’s dollars in a timely manner. Agency policy provides that
these activities support the agency’s mission and be consistent with sound
business practices and contracting principles. The agency focuses on the
goals of achieving (1) a 21st century acquisition program that uses state-
of-the-art acquisition methodologies for acquisition planning, execution,
management, and closeout, and (2) an acquisition program that fully
integrates with the agencywide program and financial planning and budget
execution.

During the past few years, NRC has made several changes to its
acquisitions, contracting and procurement management functions. OIG
continues to monitor the impact of these changes through its audits and
investigative functions. Included below, are examples of NRC’s continuing
challenges in acquisitions, contracting, and procurement.

Specific examples

e NRC is in the process of streamlining the agency’s contracting
practices. During FY 2014, NRC deployed the Strategic Acquisition
System (STAQS), the new Agencywide system for acquisitions
management. As expected during the first year of implementing a new
system, staff had challenges adjusting to the functionalities of STAQS.
Also, during the first months of implementation, there were some
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delays in migrating prior year data into STAQS. In addition, the
agency continues to monitor the interface between STAQS and the
core financial system to resolve any outstanding issues. The agency’s
Office of Administration continues to provide support to staff and is
committed to improving the system’s overall performance.

¢ NRC’s administration of a $34 million contract to implement Microsoft
technologies throughout the agency lacked internal controls over the
invoice review process, as evidenced by irregularities in the invoices.
The agency had not provided agency staff with detailed guidance that
sufficiently addresses the specifics of reviewing and approving contract
invoices. Consequently, NRC lacked assurance that contract costs
were being consistently and appropriately evaluated to determine
whether they are allowable, allocable, and reasonable, thus leaving the
agency vulnerable to potential fraud, waste, and abuse. In response to
an OIG audit, the agency quickly developed interim guidance, and is in
the process of developing permanent guidance and validating invoices
associated with the specific contract reviewed by the OIG auditors.

¢ NRC’s contract award policies and procedures need improvement.
Specifically, the agency needs to determine what policies and
procedures are required for an efficient and effective contract award
process, develop or update them, and establish a process to regularly
maintain them. During FY 2014, the agency updated Management
Directive 11.1, NRC Acquisition of Supplies and Services, which
establishes a more effective and efficient contract award process.

¢ NRC staff involved in contract administration and oversight need to
maintain diligence to prevent and deter fraud, waste, and abuse in
NRC’s contracts. An OIG investigation found that a university
associate research scientist and two other university employees did
not perform work on an NRC contract as claimed and their hours were
improperly billed to the NRC contract. The U.S. Department of Justice
(DOJ) accepted this contract fraud case for civil litigation;
subsequently, a settlement agreement was executed in October 2012
in which the university agreed to pay single damages ($278,674.03)
plus investigative costs ($192,395.63) for a total of $471,069.66. In
another example, OIG investigated an allegation that an information
technology contractor may have inappropriately billed one NRC
regional office for the same work the contractor had previously billed a
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different regional office. OIG determined that the contractor used a set
of documents it prepared for one region as templates for documents
for the other region and left information in the documents pertaining to
the first region. The contractor apologized to the project officer,
removed its quality assurance project manager due to the issues
raised by NRC and corrected the documents.
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Management Challenge #5
Project

Management

Project management is the discipline of planning, organizing, motivating,
and controlling resources to achieve specific goals within a defined, limited
time period, within budget and with appropriate quality.

The American taxpayer, the rate-paying consumer, and licensees are all
entitled to the best possible management and administration of regulatory
activities. Effective project management is key to ensuring success
whether the project is related to NRC’s regulatory processes (reactors and
materials), security programs, information technology, financial
management (and procurement), or human capital management.

OIG audits and investigations continue to identify areas for improvement
regarding NRC'’s project management. Examples of performance gaps in
project management found during OIG audits and investigations are
included below. Taken together, these examples indicate the need for
NRC to improve its project management.

Specific examples

¢ NRC provided insufficient oversight of development of the Construction
Inspection Program Information Management System, which is a
database used to document inspection items and report the results of
construction- and vendor-related inspections. The database is also
used to support the Commission in making informed findings for
permitting licensees to load fuel into a newly constructed reactor. NRC
staff members responsible for oversight were unfamiliar with the
agency’s own “Project Management Methodology” requirements.
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Moreover, the agency failed to appoint a single project manager to
oversee the database development, resulting in coordination issues
and confusion among database stakeholders. The agency addressed
the issue for this particular project in an expedient manner, and the
recommendations have been closed.

e The National Source Tracking System (NSTS) was developed by NRC
and deployed in 2008. NSTS was designed primarily to be an Internet-
based system enabling licensees to directly enter data on the
movement of certain nuclear material. However, a majority of the
licensee user population did not fully adopt the technology required for
direct access to NSTS. This trend was caused by challenges inherent
in the development of the NSTS credentialing process, as well as
technical problems encountered by licensees in using the associated
smart card devices. Further, licensees were not able to get help in
resolving application and set-up problems. NRC staff re-evaluated its
credentialing strategies and implemented a targeted outreach strategy
for NSTS users.

e Management Directive 2.8, Project Management Methodology (PMM),
is outdated. It is the sole guidance used for the information technology
(IT) investment management process, yet is more than 6 years old and
incomplete. The directive does not address how IT aligns with the
agency’s objectives, and does not even use or define the term “IT
governance.” Furthermore, NRC’s Project Management Methodology
Web page depicts an older IT governance structure. The Office of
Information Services subsequently worked with the Office of
Administration to establish a timeline for a revision and issuance of
Management Directive 2.8 in February 2016. The first revision has
been drafted.

¢ NRC conducted limited outreach activities in preparation for
implementation of the logical access control systems (LACS) for
Homeland Security Presidential Directive 12 (HSPD-12). HSPD-12
established standardized identification to gain physical access to
Federal facilities and logical access to Federal information systems.
Outreach activities for this project occurred several months after the
use of the new standardized identification cards became mandatory for
physical access at NRC headquarters. This delay occurred for two
main reasons. First, NRC lacked a communications plan for educating
employees about LACS and for coordinating outreach activities with
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LACS implementation schedules. Second, some policies and
procedures for using LACS equipment were still evolving after the
equipment’s use became mandatory at NRC headquarters. Effective
project management includes controls to ensure that communications
and training necessary to project success are completed in a timely
manner. Subsequently, NRC developed and implemented a LACS
communication and outreach plan and also developed on demand
training for the new access system.
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Internal
Communication [

Management Challenge #6
Internal

Communications
and Coordination

Internal communications and coordination refers to vertical and horizontal
communication linkages designed to provide managers and staff with
relevant information for decision making, coordination, evaluation, and
control. Communications and coordination are especially important to
ensure regulatory and operational consistency across multiple physical
locations and program areas. Licensees, other governmental and
nongovernmental organizations, and the public are dependent upon NRC
being a well-coordinated and informed regulator. As such, effective
communication and coordination support NRC’s stated goals regarding an
open, collaborative work environment, and are key enablers of NRC’s
organizational values and “Principles of Good Regulation.”

Communication and coordination is also essential to adhering to and
implementing internal controls. Managers and staff need quality
information to support internal control systems. Effective information and
communication is vital for an organization to run and control its operations.
Therefore, managers and staff need access to relevant and reliable
information and communication regarding events and activities that
potentially impact the effectiveness and efficiency of the agency’s mission.

OIG audits and investigations have regularly identified opportunities to
improve NRC’s communication and coordination. Examples of
performance gaps in communication and coordination found during OIG
audits and investigations are included below.
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Specific examples

e The agency’s information technology governance framework and
processes have not been effectively communicated to stakeholders.
OIS management has not communicated key evaluation and approval
process requirements, including details of individual roles and
responsibilities, service followup, project tracking, and matrices to
measure the success of its decisions that directly affect program and
regional offices. This has resulted in a lack of stakeholder buy-in.
Specifically, there is a lack of assurance that IT services and
management can be adequately provided to the agency. Some
stakeholders believe that OIS has not provided sufficient customer
service and have yet to be convinced that OIS can be counted upon to
deliver an acceptable level of service. As a result, some stakeholders
have been circumventing OIS and the governance process by
approving or creating their own shadow IT systems. This, in turn,
creates a less effective IT governance process which may result in
possible IT security breaches, compliance issues, and investment
waste. As a result of our audit, the agency has committed to
developing and implementing a comprehensive information technology
governance communication strategy.

e Agency managers’ roles and responsibilities for supporting resident
inspectors could be clarified and communicated. NRC asserts that the
director in each of the four regional Divisions of Reactor Projects serve
in a champion-like capacity for resident inspectors. However, there is
no documentation that describes the regional directors’ roles and
responsibilities in this capacity. Consequently, there is a need for the
Executive Director for Operations to take measures to ensure that the
roles and responsibilities for existing support systems for resident
inspectors’ needs and concerns are communicated and understood by
the appropriate management and staff, and are effectively executed.
The agency has committed to communicating roles and responsibilities
during “available meetings and communications opportunities,” and to
provide training to selected headquarters staff and management as
well as to attendees at regional counterpart meetings.

¢ NRC'’s oversight of new reactor construction involves multiple agency
stakeholder organizations across headquarters, Region Il, and the
construction sites. OIG observed a lack of sustained coordination
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during the development and revision of key guidance documents, the
creation of a key database, and implementation of vendor inspections.
For example, NRC does not have formal documentation that outlines a
comprehensive strategy for the inspection of modular assembly
facilities. Consequently, agency staff were making decisions without
the benefit of a structured and systematic evaluation to determine what
systems, structures and components assembled or manufactured off-
site need to be inspected prior to arrival at the construction site in
support of construction inspection closure activities. During FY 2014,
the agency completed a number of steps to address these concerns.

e Although NRC had identified significant agencywide lessons learned,
agency staff were generally unaware of the agency’s formal Lessons
Learned program and activities. The purpose of the program is to
ensure that knowledge gained from significant lessons learned is
retained and disseminated in a manner which maximizes its benefit
and usefulness to staff. However, the program’s purpose/intention had
not been effectively communicated to staff, and management’s
attention to and support for certain aspects of the program had
diminished over time. As a result, NRC was missing opportunities to
identify and inform NRC staff of significant agencywide lessons learned
that would improve agency operations. In response, NRC staff and
managers completed a communication plan and took additional
specific actions to better inform staff and managers of the Lessons
Learned program.
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Management Challenge #7
Human Capital

Management

Human Capital Management is the process of acquiring, training,
managing, and retaining employees for them to contribute effectively to
the goals of the organization. Attributes of human capital management
include effective programs for selection and hiring, knowledge
management, career development, training and succession planning.

Like many Federal agencies, NRC continues to face increasing challenges
related to human capital management. The agency continues to respond
to a challenging Federal Government budget environment while trying to
streamline processes and maintain or improve the level of service that
agency offices provide to each other. Included below, are examples of
NRC’s continuing challenges in human capital management as identified
by OIG audits and investigations.

Specific examples

¢ At NRC, staff levels have stabilized and it is unlikely that there will be
any growth over the next several years. In response, the NRC has
adjusted its human capital strategies to ensure that the agency
continues to meet its mission of protecting public health and safety and
security. For example, NRC implemented a strategy to redistribute
work across agency offices by centralizing and streamlining several
processes to reduce inefficiencies and overhead. During FY 2014, the
agency initiated a project aimed at identifying key strategies and
recommendations in NRC programs and processes required during the
next 5 years. This project will evaluate, among other items, how
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human capital factors such as attractiveness of Government service
and millennials in the workforce influence the agency’s ability to carry
out its mission.

e The agency needs to make improvements to agency programs aimed
at providing employees with a flexible work environment. For example,
the agency’s recordkeeping and training compliance related to its
full-time telework program need improvement. In addition, the agency
needs to make improvements to its flexible work schedule program,
called NEWFlex, specifically in the areas of training compliance,
establishing performance measures, and providing program
information to employees. The agency is committed to making
improvements in this area.

¢ OIG’s most recent Safety Culture Climate Survey at NRC (2012)
showed significant improvement since 2005 in (1) “open collaborative
work environment,” which was viewed favorably by 78 percent of
respondents, up 11 points from 2005, and (2) Differing Professional
Opinion/Non-Concurrence, which was viewed favorably by 60 percent
of respondents, up 7 points from 2005. At the same time, the survey
demonstrated that in comparison with 2009 survey results, NRC was
well below external benchmarks on recognizing and respecting value
of human differences, there was a significant decline in
recruiting/retaining talented employees and developing people to their
full potential, and that the agency lost ground on Differing Professional
Opinion/Non-Concurrence.

These outcomes indicate that while many employees have positive
perceptions towards the workplace environment, such views are not
universal, and NRC should continue its efforts to promote an Open
Collaborative Work Environment that encourages all employees and
contractors to promptly raise concerns and differing views without fear
of reprisal and make further improvements related to the NRC Differing
Professional Opinion Program/Non-Concurrence Process.
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Accountability

Management Challenge #8
Accountability

Accountability refers to holding an individual responsible, with appropriate
incentives and disincentives, for carrying out a defined set of duties or
tasks, and for conforming to rules and standards applicable to their posts.
Accountability is driven by the tone at the top of an organization and
supported by the commitment to integrity and ethical values,
organizational structure, and expectations of competence, which influence
the control culture of the organization. Accountability for performance of
internal control responsibility supports day-to-day decision making,
attitudes, and behaviors.

OIG audits and investigations have identified opportunities to improve
accountability among managers and staff alike at NRC. Examples of
accountability issues found during OIG audits and investigations are
included below. These examples illustrate the need for NRC to improve
the culture of accountability in the agency.

Specific examples

e Accountability can be established through the implementation of
effective internal controls. Currently, however, there are few controls
over financial management system codes. One type of financial
management system code is a budget object code. These codes are
used to classify budget activity by type of cost; for example, supplies,
equipment, or personnel. Budget object codes also indicate type of
item acquired, such as training and telephone services. Each fiscal
year, the Office of the Chief Financial Officer issues a list of budget
object codes; however, according to agency managers the use of
budget object codes is inconsistently enforced. The agency is

http://www.nrc.gov » Protecting People and the Environment 125




SIS
N SN

CHAPTER 4 =« INsPECTOR GENERAL’S ASSESSMENT OF THE MoOST SERIOUS
MANAGEMENT AND PERFORMANCE CHALLENGES Facing NRC

Inspector General’s Assessment of the Most Serious Management and Performance Challenges Facing NRC

currently exploring how to enforce the use of these codes. Supervisory
review over staff implementation of important management
expectations and controls establishes accountability. For example, in
calculating licensee fees, NRC'’s Office of the Chief Financial Officer
uses various spreadsheets. However, OIG auditors found that the
Office of the Chief Financial Officer needs to develop quality control
checklists to use during the preparation of the license fee calculation
spreadsheets. In addition, NRC needs to ensure a supervisor reviews
the completed checklists and documents the review and approval on
the quality control checklists. The agency, in response to the OIG
advisory, promptly took action to develop such quality control
checklists and to include supervisory review.

¢ Clear roles and responsibilities for managers and staff are important
for ensuring organizational accountability. NRC’s process to identify
bankrupt materials licensees is not as efficient as it could be because
staff are performing duplicative tasks. Multiple NRC staff members—
both in headquarters and some in regional offices—conduct Internet
and other searches to determine if organizations declaring bankruptcy
are NRC licensees. Lacking written guidance, it is up to each staff
member to (or not to) determine the sources of information to examine
and the extent of the review to perform, resulting in an inefficient use of
resources. Currently, agency staff are working to develop guidance
that provides clear roles and responsibilities for identifying bankrupt
NRC materials licensees.

¢ Organization leaders also need to seek information about ways to
better support staff and follow through with appropriate support.
Resident inspectors, for example, are tasked with a wide variety of
activities associated with their role as the agency’s onsite presence at
individual facilities for inspection and assessment of licensee
performance and conformance with regulatory requirements. OIG
found that resident inspectors generally receive sufficient support to
enable them to adequately perform their roles and responsibilities.
However, the residents—via a survey instrument—did identify
opportunities for the agency to enhance the type and level of support
currently being provided. Agency management had not been aware of
a number of these issues, because the agency does not have a formal
mechanism for obtaining resident inspectors’ concerns, including
feedback and perspectives on support-related issues. NRC has
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committed to taking specific programmatic steps and computer support
solutions to address resident inspector support issues.
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Cyber
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Management Challenge #9

Cyber Security

Cyber security refers to measures taken to protect a computer or
computer system against unauthorized access or attack. Cyber security
threats are a major concern for all Federal entities. Given the importance
and sensitivity of NRC'’s activities, along with the vast array of data it
processes and maintains, cyber security has become a crucial aspect of
NRC's overall security posture.

Although NRC has implemented countermeasures during the recent
years, security challenges and threats to the agency's information systems
continue and are constantly evolving. Adversaries routinely attempt to
compromise the information technology assets of the agency. In the
recent past, targeted spear phishing attempts, credential harvesting and
attacks of NRC'’s public Web site have highlighted the importance of
protecting these systems as well as the difficulty and diligence required to
guard against such intrusions.

It is critical that cyber security protective measures keep pace with the
growing threat as evidenced by the examples included below.

Specific examples

e Several recent cyber-attack attempts against the agency's networks
and systems have underscored the importance and urgency of a
strong cyber security program. In April 2014, several senior NRC
managers were targets of credential harvesting phishing emails, in
which two senior NRC managers who received the e-mail, clicked on
the link and provided their login credentials, which resulted in more
than 2,000 e-mails being sent from one of the senior manager’s
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compromised e-mail account to various recipients on the manager’s
contact list, both inside and outside of NRC. In June 2013, an e-mail
was sent to over 5,000 NRC e-mail accounts, directing users to click
on a link and input their logon credentials to update the storage space
in the email box. More than 50 NRC employees clicked on the link and
input their logon credentials.

¢ In March 2012, a hacker notified NRC of a vulnerability on NRC'’s
public facing NRC.gov Web site and NRC discovered questionable
documents as well as a vulnerability used by an unknown person to
gain access to the server.

e The Federal Information Security Management Act of 2002 (FISMA)
established the requirement for Federal agencies to develop,
implement and manage agencywide information security programs,
and provide acceptable levels of security for the information and
systems that support the operations and assets of the agency. As part
of OIG’s responsibilities under FISMA, OIG conducts an annual
independent evaluation of NRC’s implementation of FISMA. The most
recent FISMA evaluation for fiscal year (FY 2013) found that while the
agency has continued to make improvements in its IT security program
and has made progress in implementing the recommendations
resulting from previous FISMA evaluations, information system security
program weaknesses exist pertaining, for example, to the agency’s
contractor oversight program and inconsistent application of
configuration management procedures.

e The US-CERT continues to report that spear phishing attempts are
increasing governmentwide. CSO CSIRT’s analysis reveals that
recent phishing attempts are typically carried out by sending emails to
target personnel attempting to acquire information such as usernames,
passwords, and other personally identifiable information by
masquerading as a trustworthy entity. Additionally, phishing
awareness exercises performed by CSO found that NRC is up 1
percentage point to 17 percent of NRC users receiving a test phishing
email clicking on the link to provide their login information.

e The Office of Information Services’ (OIS) Security Operations Center
(SOC) reported for FY 2013, that there were three US-CERT Category
3, Malicious Code, reportable events. A US-CERT Category 3 event is

http://www.nrc.gov = Protecting People and the Environment 129




S SS S SSSS
N T 77777N

CHAPTER 4 =« INsPECTOR GENERAL’S ASSESSMENT OF THE MoOST SERIOUS
MANAGEMENT AND PERFORMANCE CHALLENGES Facing NRC

Inspector General’s Assessment of the Most Serious Management and Performance Challenges Facing NRC

the successful installation of malicious software (e.g., virus, worm,
Trojan horse, or other code-based malicious entity) that infects an
operating system or application. In January 2013, OIS discovered that
an NRC workstation had been infected with malicious files.
Additionally, in July 2013, OIS discovered an NRC workstation was
attempting to make outbound calls to known malware sites, and it was
determined that the computer was infected with a virus.

e The Computer Security Office’s Computer Security Incident Response
Team (CSIRT) performs ongoing trend analysis as a means to
evaluate and report security incident information to senior agency
officials. During FY 2013, NRC experienced 51 US-CERT Category 5
(scans, probes, and attempted access) reportable events at NRC — an
increase from 25 incidents reported during FY 2012. A US-CERT
Category 5 event is a category that “includes any activity that seeks to
access or identify a Federal agency computer, open ports, protocols,
service, or any combination for later exploit. This activity does not
directly result in a compromise or denial of service.”
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lll. AGENCY COMMENTS AND OIG’S RESPONSE TO COMMENTS

On September 9, 2014, OIG issued a discussion draft of this report to the
Executive Director for Operations (EDO) and the Chief Financial Officer
(CFO) and requested formal and/or informal comments. On October 6,
the Office of the Chief Financial Officer notified OIG that the office had no
comments concerning the report. On October 9, 2014, the EDO provided
formal comments, which conveyed the following main points:

¢ The discussion draft report and process involved in its development
differ significantly from recent years in that NRC was not asked to
provide suggested challenges and information supporting the
challenges. The new format appears to be an assessment of NRC’s
past 5 years of performance rather than an assessment of the
challenges facing NRC.

e The examples used to illustrate the challenges are past OIG
recommendations that NRC has recognized as areas for continued
improvement, has addressed, and continues to address.

e The tone of the discussion draft could be read to convey numerous
programmatic weaknesses across the agency’s processes and not
as specific, challenging areas for enhancement or improvement.
Many of the examples cited in the report do not rise to the threshold
OIG has established for the challenges.

In addition to these general comments, the EDO provided specific
technical and editorial comments for OIG’s consideration. The EDO’s
comments are presented in their entirety in the appendix to this report.

OIG agrees that its approach to developing and presenting the 2014
management and performance challenges report differs from prior years.
OIG described this new approach to representatives from the Office of the
Executive Director for Operations and the Office of the Chief Financial
Officer during a June 27, 2014, management challenges kickoff meeting,
and in a July 1, 2014, memorandum from OIG to the EDO and CFO.
During the briefing and in the memorandum, OIG explained that as part of
the new approach, the office would not be requesting early input from the
agency and that, instead, the 2014 challenges and assessment would be
based on OIG’s collective significance analysis of findings and
recommendations from OIG audit reports, findings and issues identified in
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OIG investigative reports, agency action in response to OIG reports, and
information gathered through OIG’s Issue Area Monitoring Program.

OIG’s intent was to prepare an independent assessment based primarily
on OIG audit and investigative findings and agency actions and plans for
action in response to OIG reports. The management and performance
challenges identified in this year’s report reflect trends that emerged over
the past 5 years and remain apparent, based on audit and investigative
findings and audit recommendations for which agency action is not yet
completed. The examples described under each challenge area are
intended to convey both areas needing improvement and progress made
to address the challenges. Individual examples do not, in and of
themselves, serve as evidence of a challenge, but viewed collectively,
they do. Moreover, each of the nine challenges identified through OIG’s
evidence-based approach meet the |G’s threshold for what constitutes a
serious management and performance challenge.

OIG anticipates that in future years, as the agency completes actions to
address prior OIG findings, and as OIG identifies new areas that warrant
management attention, the list of management and performance
challenges will change and evolve as some challenges drop off the list
and others, potentially, are added. This 2014 list is intended to be more
actionable than prior year lists and, therefore, to serve as a tool for
continuing and positive agency change.

OIG appreciates the EDO’s comments concerning the draft, and made
modifications to two examples in the report based on those comments.
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IV. SCOPE AND METHODOLOGY

This report presents the IG’s annual assessment of the most serious
management and performance challenges facing the NRC. The
challenges represent critical areas or difficult tasks that warrant high level
management attention. To accomplish this work, OIG reviewed and
analyzed pertinent laws and authoritative guidance, agency documents,
and OIG reports, and analyzed approximately 540 audit findings issued
over the past 12 years and 287 investigative reports issued over the past
5 years to identify common themes and trends. Based on this analysis,
OIG identified nine performance categories that represent the most
serious management and performance challenges facing the agency.

This evaluation was conducted in accordance with the “Quality Standards
for Inspection and Evaluation.” OIG staff conducted this evaluation from
June through August 2014 at NRC headquarters.

http://www.nrc.gov = Protecting People and the Environment 133




CHAPTER 4

« INSPECTOR GENERAL’S ASSESSMENT OF THE MosT SERIOUS
MANAGEMENT AND PERFORMANCE CHALLENGES Facing NRC

Inspector General’s Assessment of the Most Serious Management and Performance Challenges Facing NRC

sTAT,
e Uy

APPENDIX

JUCLES UNITED STATES

ic NUCLEAR REGULATORY COMMISSION
WASHINGTON, D.C. 20555-0001
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October 9, 2014

MEMORANDUM TO: Stephen D. Dingbaum

Assistant Insieési:)r GEneraI for Audits
FROM: I\ﬂark A Sator

Executive Directer for Operations

SUBJECT: AGENCY COMMENTS REGARDING DISCUSSION DRAFT
REPORT, INSFECTOR GENERAL'S ASSESEMENT OF THE
MOST SERIOUS MANAGEMENT AND PERFORMANCE
CHALLENGES FACING NRC

By e-mail dated September 9, 2014, you provided the Office of the Inspector General's (OIG)
discussion draft report, Inspector General's Assessment of the Most Serious Management and
Performance Challenges Facing NRC to me for agency review for any (1) formal comments the
agency would like to be included in the "Agency Comments™ seclion of the report, (2) any
informal comments the agency would like considered for incorporation in the report's narrative,
or (3) notihication that the agency has no comments cancerning the report.

The agency appreciates the opportunity to provide comments on this discussion draft report,
and following extensive review, the agency is providing the following general comments and an
enclosure containing more specific comments, including technical and editorial comments for
your consideration.

First, the agency notes that, in general, the discussion draft report provides challenges, and
states examples of past OIG recommendations that the agency has recognized as arcas for
continued improvement and has addressed and continues to address those areas as
appropriate with respect to priority and available resources.

Second, both the discussion draft report and the process involved in its development
significantly differ from recent years. This year the agency was not reguested to provide
suggested challenges and information supporting those challenges. In addition, the discussion
draft report appears to be more of an assessment of the Nuclear Regulatory Commission (NRC)
performance over the past 5 years than an assessment of the challenges facing NRC. The
characterization of the challenges as broad topical areas may be less useful to the staff than
more focused areas.
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S.Dingbaum 2

Third, the overall tone of the discussion draft report can be read to convey numerous
programmatic weaknesses across the agency's processes and not as specific, challenging
areas for enhancement or improvement. Many of the examples, while factual, do not
collectively and clearly covey potential or actual significant impact on the agency's mission, and
do not rise to the appropriale lhreshold the OIG has established for the challenges as stated in
the discussion draft report. Furthermore, many of the recommendations provided in the
discussion draft report, lack information on the recommendations being in a “resolved” status.

Lastly, in general, the agency found the challenges of “Acquisition, Contracting, & Procurement”
and “Cyber Security” to be well presented for the agency to move forward toward improvement
in those areas.

Enclosure:
As stated

cc: Chairman Macfarlane
Commissioner Svinicki
Commissioner Ostendorff
SECY
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NRC'’s Technical and Editorial Comments for OIG’s Consideration Regarding the
OIG Discussion Draft Report, Inspector General’s Assessment Of The Most
Serious Management And Performance Challenges Facing NRC.

The agency notes that, for several of the Management Challenges, the dratt report does not
describe, and it is not clear, how the provided specific examples constitute a “vulnerability that,
without substantial management attention, would seriously impact agency operations or
strategic goals.” In addition, some of the specific examples provided describe aclions that the
agency has already implemented and, therefore, would not appear to represent existing
challenges to support the applicable Management Challenges.

Management Challenge #1 — Internal Controls

The Inspector General's (IG’s) Management Challenge #1, Internal Controls, lists three specific
examples of performance gaps in internal controls that indicate the need for NRC to improve
internal controls. Comments are provided on the first and third specific examples.

The IG’s first specific example for Management Challenge #1 states:

NRC has some issues exectiting certain facets of the National Environmental Policy Act
(NEPA) because the agency does not have controls in place to ensure that staff is
compliant. As a result, staff have varying interpretations on hiow to comply with NRC's
regulations in 10 CFR Part 51. In an effort to strengthen its internal controls, NRC has
proposed to develop agencywide guidance to ensure that staff appropriately follow Part 51.

Given that the statement uses qualifiers such as some issues and executing certain facets, it is
not clear how this example meets the high threshold for a Management Challenge. The IG has
defined serious management and performance challenges as "mission critical areas or
programs that have the potential for a perennial weakness or vulnerability that, without
substantial management attention, would seriously impact agency operations or strategic
goals.” Also, the statements “NRC has some issues executing certain facets of the National
Environmental Policy Act (NEPA) because the agency does not have controls in place to ensure
that staff is compliant,” and *“NRC has proposed to develop agency wide guidance to ensure that
siaff appropriately follow Part 51,” imply that NRC is not in full compliance with NEPA or
following 10 CFR Part 51. In fact, the NRC is in full compliance with NEPA and NRC
regulations (See ADAMS ML13198A2186, “G20130489 — Hubert T. Bell re: Final Draft Report:
Audit of the Nuclear Regulatory Commission’s Compliance with 10 CFR (FSME)” for the NRC's
comments on the QIG Draft Report, “Audit of NRC's Compliance with 10 CFR Part 51 Relative
to Environmental Impact Statements”). The agency suggests that the statement be edited to
state that there are differences in the manner in which each program office implements NEPA
requirements, as codified in 10 CFR Part 51, and that the staff is utilizing OIG’s
recommendations to develop an agency-wide NEPA guidance document as part of the agency’s
continuous improvement efforts to enhance effectiveness, efficiency, and consistency across
NRC programs and improve the NRC's public outreach efforts. In addition, the discussion draft
report does not acknowledge the existing potential check on staff compliance with 10 CFR Part
51 regulations provided by the Atomic Safety and Licensing Board review.

Enclosure
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The IG's third specific example for Management Challenge #1 states:

Until recently, NRC did not systematically track nuclear power reactor licensees’
commitments, in part because the agency did not have an adequate tool for tracking them.
Subsequently, NRC successiully developed and implemented an approach for
systematically tracking power reactor licensee commitments. The agency’s new approach
to fracking commitmenits creates a key internal control for managing records that are
relevant to the aversight of licensee activities.

This third specific example describes actions the NRC has taken to address previously identified
issues associated with the lack of a tracking tool to systematically track nuclear power reactor
licensees’ commitments. The example states that the NRC “successfully developed and
implemented an approach for systematically tracking power reactor licensee commitments. The
agency's new approach to tracking commitments creates a key internal control for managing
records that are relevant to the oversight of licensee activities." This does not appear to be an
appropriate example of a "performance gap in internal controls that indicate a need for NRC to
improve its internal controls.”

Management Challenge #3 — Training

The Inspector General’s (IG’s) Management Challenge #3, Training, lists four specific examples
that indicate the need for NRC to strengthen its training program. A comment is provided on the
second specific example.

The IG’s second specific example for Management Challenge #3 states:

Training for NRC’s Inspections, Tests, Analyses, and Acceptance Criteria (ITAAC) process
staff is improvised. The Office of New Reactors provides ITAAC training to staff as
determined by various managers in headquarters and Region ll. However, this training has
not been systematically developed in accordance with the training and development policies
listed on the NRC'’s internal training Web site. These policies are based on the Office of
Personnel Management's (OFM) training guidance. OPM/agency policies call for a fraining
needs assessment to help agency and program managers identify appropriate subjects and
methods for fraining. Current ad hoc training practices hinder the staff's ability to identify
and conduct relevant ITAAC inspections and closure notice reviews.

This second specific example states that the training for NRC's Inspeclions, Tests, Analyses,
and Acceptance Criteria (ITAAC) process (on page 11) has not been systematically developed
in accordance with the training and development policies listed on the NRC'’s internal fraining
Web site. There is no mention of the staff’s actions to address this concem. A memo dated
September 29, 2014, from the Assistant Inspector General for Audits to the EDO, states that the
recommendation is resolved, and that the proposed actions continue to meet the intent of OIG's
recommendation. The memo acknowledges the changes to the schedule based on delays in
the contracting process and the new completion date of October 31, 2014, for testing and
completion of online training available in iLearn. OIG will close this recommendation upon
completion, issuance, and OIG review of the new training needs assessment guidance.
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Management Challenge #5 -~ Project Management

The Inspcctor General's (1G's) Management Challenge # 5, Project Management, lists four
specific examples of performance gaps in project management that indicate the need for NRC
fo improve its project management. A comment is provided on the second specific example.

The IG's second specific example for Management Challenge #5 states:

The National Source Tracking System (NSTS) was developed by NRC and deployed in
2008. NSTS was designed primarily to be an Internet-based system enabling licensees to
directly enler dala vn the muvernent of erlain nuclear malerial. However, a majorily of the
licensee user population did not fully adopt the technology required for direct access to
NSTS. This trend was caused by challenges inherent in the development of the NSTS
credentialing process, as well as technical problems encountered by licensees in using the
associated smart card devices. Further, licensees were not able to get help in resolving
application and set-up problems. NIRC staff re-evaluated its credentialing strategies and
implemented a targeted outreach strategy for NSTS users.

The issues listed in this example (i.e., problems with the credentialing process, problems with
getting the smart card devices to work, no assistance in resolving application and set-up
problems) are technleal, Information technology, computer firm ware issues in nature and not
issues related to poor project management. Licensees were still able to comply with the NSTS
requirements in 10 CFR 20.2207, which allows licensees to submit transaction information ta
NSTS via methods (fax, email, and mail) other than online. There are some licensees who will
never use the cnline system due to minimal transactions or information technology barriers.
The NSTS Help Desk was stood up shorlly after NSTS deployment to assist users with
application and set-up problems.

Management Challenge #6 — Internal Communications and Coordination

The Inspector General's (IG’s) Management Challenge # 8, Internal Communications and
Coordination, lists four specific examples of performance gaps in communications and
coordination found in OIG audits and investigations that are identified as opportunities to
improve NRC's communications and coordination. A comment is provided on the third specific
example.

The 1G's third specific example for Management Challenge #5 states:

NRC's oversight of new reactor canstruction involves multiple agency stakeholder
organizations across headquarters, Region I, and the construction sites. OIG observed a
lack of sustained coordination during the development and revision of key guidance
documents, the creation of a key database, and implementation of vendor inspections. For
example, NRC does not have formal documentation that outlines a comprehensive sfrafegy
for the inspection of modular assembly facilities. Consequenlly, agency stall were making
decisions without the benefit of a structured and systemalic evalvation o determine what
systems, structures and components assembled or manufactured off-site need to be
inspected prior to arrival at the construction site in support of construction inspection clostire
activities. During FY 2014, the agency completed a number of steps to address these
concems.

138 PERFORMANCE AND AccouNTABILITY REPORT = FiscaL YEAR 2014




SIS
e L

CHAPTER 4 =« INsPEcTOR GENERAL’S ASSESSMENT OF THE MosT SERIOUS
MANAGEMENT AND PERFORMANCE CHALLENGES Facing NRC

Inspector General’s Assessment of the Most Serious Management and Performance Challenges Facing NRC

This example states that during FY 2014, the agency completed & number of steps to address
these concerns. It would be more accurate to state that the recommendation has been closed,
per the OlG memo dated September 29, 2014,

Management Challenge #7 — Human Capital Management

The Inspector General's (IG’s) Management Challenge # 7, Human Capital Management, lists
three specific examples of NRC's continuing challenges in human capital management as
identified by CIG audits and investigations. Comments are provided on the first and third
specific examples.

The IG’s first specific example for Management Challenge #7 states:

At NRC, staff levels have stabilized and it i unlikely that there will be any growth over the
next several years. In response, the NRC has adjusted its human capital strategies to
ensure that the agency continues to meet its mission of protecting public heaith and satety
and security. For example, NRC implemented a strategy to redistribute work across agency
offices by centralizing and streamlining several processes to reduce inefficiencies and
overhead. During FY 2014, the agency initialed a project aimed at identifying key strategies
and recommendations in NRC programs and processes required during the next 5 years.
This project will evaluate, ameng other items, how human capital factors such as
altractiveness of Government service and millennials in the workforce influence the
agency's ability to carry out its mission. [|he agency plans to complete this project by late
calendar year 2014.

It describes actions that the NRC has taken to adjust its human capital strategies to ensure that
the agency continues to meet its mission of protecting public health and safety and security. It
also describes actions that the NRC ig taking to identify key strategies and recommendations in
NRC programs and processes required during the next 5 years. Consequently, this does not
appear to be an appropriate example of a continuing challenge in human capital management.

The IG's third specific example for Management Challenge #7 states:

Over the past 5 years, OIG has conducted 10 investigations pertaining to a chilled
workplace environment, retaliation, and abuse of authority. OIG investigations partially
substantiated wrongdoing in two of the cases and found no indication in the remaining eight
cases that staff acted inappropriately or that a “chilled environment” existed. [n addition,
OIG’s most recent Safely Culture Climate Survey at NRC (2012) showed significant
improvement since 2005 in (1) “open collaborative work environment,” which was viewed
favorably by 78 percent of respondents, up 11 percentage points from 2005, and (2)
Differing Professional Opinion/Non-Concurrence, which was viewed favorably by 60 percent
of respondents, up 7 percentage points from 2005. At the same time, the survey
demonstrated that in comparison with 2009 survey resuits, NRC was well below extemal
benchmarks on recognizing and respecting value of human differences, there was a
significant decline in recruiting/retaining talented employees and developing people to their
full potential, and that the agency lost ground on Differing Professional Opinion/Non-
Concurrence.
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These outcomes indicate that while many employees have positive perceplions towards the
workplace environment, such views are not universal, and NRC should continue its efforts to
promote an Open Collaborative Work Environment that encourages all employees and
contractors to promptly raige concerns and differing views without fear of reprisal and make
further improvements related fo the NRC Differing Professional Opinion Program/Non-
Concurrence Process.

This example describes the results of 10 OIG investigalions conducled over lhe past 5 years,
pertaining to a chilled workplace environment, retaliation, and abuse of authority. This would
represent an average of 2 investigations per year. In cight of the cases, the IG did not
substantiate the claim. In two of the cases, the IG “partially substantiated wrongdoing.” While
the goal of every manager is lo creale an open work environment free of retaliation and abuse
of authority, and the NRC reinforces these principles with the leadership team, two partially
substantiated cases in the last 5 ycars docs not appear to represent a “perennial weakness or
vulnerability that, without substantial management attention, would seriously impact agency
vperalions or slrategic goals.”

The concluding statement for the third specific example further describes “significant
improvement since 2005” in employee views regarding an open collaborative working
environment and Differing Professional Opinian/Non-Concurrence. The example does note
some declines in some human capital survey areas between 2009 and 2012; however, the NRC
has worked hard to improve the workplace environment. These actions have been successful
in improving the workplace environment. The agency does recognize that there is always room
for improvement. Consequently, the NRC will continue its efforts to promote an Open
Collaborative Work Environment that encourages all employees and contractors to promptly
raise concerns and differing views without fear of reprisal and make further improvements
related to the NRC Differing Professional Opinion Program/Non-Concurrence Process. This
example, as written, does not appear to represent a “perennial weakness or vulncrability that,
without substantial management attention, would seriously impact agency operations or
sirategic goals.”

Management Challenge #8 - Accountability

The Inspector General's (IG's) Management Challenge # 8, Accountability, lists four examples
of performance gaps in accountability that represent “opportunities to improve accountability
among managers and staff alike at NRC.” It is not apparent that “identifying opportunities to
imprave” represents a “parennial weakness or vulnerability that, without substantial
management attention, would seriously impact agency operations or strategic goals.” A
comment is provided on the fourth specific example.

The IG's fourth specific example for Management Challenge #8 states:

Organization leaders also need to seek information about ways to better support staff and
foliow through with appropriate support, Resident inspectors, for example, are tasked with a
wide variety of activities associated with their role as the agency’s onsite presence at
individual facilities for inspection and assessment of licensee performance and conformance
with regulatory requirements. OIG found that resident inspectors generally receive sufficient
support to enable them to adequalely perform their roles and responsibilities. However, the
residents—uvia a survey instrument—did identify opportunities for the agency to enhance the
type and level of support currently being provided. Agency management had not been

140 PreRFORMANCE AND AccouNTABILITY REPORT = FiscaL YEAR 2014




CHAPTER 4 =« INsPEcTOR GENERAL’S ASSESSMENT OF THE MosT SERIOUS
MANAGEMENT AND PERFORMANCE CHALLENGES Facing NRC

Inspector General’'s Assessment of the Most Serious Management and Performance Challenges Facing NRC

aware of a number of these issues, because the agency does not have a formal mechanism
for obtaining resident inspectors’ concemns, including feedback and perspectives on support-
related issues. NRG has committed to taking specific programmatic steps and computer
support solutions to address resident inspector suppart issues.

This example describes that the "OIG found that resident inspectars generally receive sufficient
support to enable them to adaquately perform their roles and responsibilities. However, the
residents—via a survey instrument—did identify opportunities for the agency to enhance the
tyoe and level of support currently being provided." The description goes on to say that "Agency
management had not been aware of a number of these issues, because the agency does not
have a formal mechanism for obtaining resident inspectors’ concerns, including feedback and
perspectives on suppori-related issues.” It is not apparent that the failure of the NRC to have a
formal process specific to the resident inspectors to enhance the type and level of support
currently being provided constitutes a “perennial weakness or vulnerability that, without
substantial management attention, would serivusly impacl agency operations or strategic
goals.”
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MANAGEMENT ASSURANCES

Summary of Financial Statement Audit for FY 2014

Audit Opinion Unmodified
Restatement No
Material Weaknesses No

Summary of Management Assurances for FY 2014

Effectiveness of Internal Control over Financial Reporting (FMFIA § 2)

Statement of Assurance Unqualified

Material Weaknesses No

Effectiveness of Internal Control over Operations (FMFIA § 2)

Statement of Assurance Unqualified

Material Weaknesses No

Conformance with Financial Management System Requirements (FMFIA § 4)

Systems conform to financial management

Statement of Assurance .
system requirements

Non-Conformances No

Compliance with Federal Financial Management Improvement Act (FFMIA)

Agency Auditor
1. Systems Requirements No Noncompliance No Noncompliance
noted noted
2. Accounting Standards No Noncompliance No Noncompliance
noted noted
3. U.S. Standard General Ledger at the Transaction Level No Noncompliance No Noncompliance
noted noted
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« IMPROPER PAYMENTS INFORMATION AcT AND RECOVERY

AubpiT REpPOrRTING DETAILS

IPIA REPORTING DETAILS

To comply with the Improper Payments Information Act of 2002
(IPIA) as amended by the Improper Payments Elimination

and Reporting Act of 2010 (IPERA), and Improper Payment
Elimination and Improvement Act of 2012 (IPERIA), the
NRC incorporated improper payment work into its A-123
Appendix A procedures. Based on the results of improper
payment work completed in FY 2011 and OMB’s guidance,
the NRC focused its efforts in FY 2014 toward conducting a
new risk assessment around its commercial payment program
and other programs that were susceptible to making significant
improper payments.

The NRC performed a risk assessment as of

September 30, 2014, to determine which programs would
require improper payment testing using a statistically valid
sample. Prior to the passing of IPERIA, which further
amended IPIA, agencies were not required to review intra-
governmental transactions or payments to employees.
IPERIA now requires agencies to review payments to
employees as well as Government charge card transactions.
Intra-governmental transactions remain the lone exception

to IPERIA requirements. Therefore, management identified
commercial payments, grants payments, employee payments,
payroll, and Government charge cards as potential areas to
test pending results of an IPIA risk assessment. The NRC
reviewed FY 2013 disbursements of selected programs

to determine the appropriate threshold for conducting a

risk assessment and possible testing. For FY 2013, total
commercial payments were $230,153,040.29; total grant
payments were $22,035,829.01; total employee payments
were $24,089,080.17; and total payroll payments were
$470,363,997.02. The NRC did not conduct a risk assessment
over its purchase card (total disbursements of $3,337,043.45)
and travel card (total disbursements of $6,386,480.57)
because disbursements totals for each were below $10 million.
Conducting a risk assessment over those two programs would
not produce an error rate that would meet the minimum
threshold set by OMB ($10 million and 1.5% of total program
payments).

As part of our qualitative and quantitative risk assessment,
the NRC used its best judgment to select samples from each
program under review based on the universe of payments,
which were reconciled to the general ledger. This sample was
not meant to be statistically valid as testing was performed

to support the risk assessment process versus conducting full

IPIA testing for high-risk programs. The testing was further
refined through the identification of select attributes for each
program to determine whether the right recipient received the
right payment amount for the right good or services at the
right time.

The results of the FY 2014 risk assessment did not identify
any programs that are susceptible to making significant
improper payments. While the results of the FY 2014 risk
assessment identified programs as low risk, the NRC is taking
this opportunity to continue to improve controls around

its payment processes. The NRC will continue to monitor
payment processes in FY 2015, in addition to conducting
periodic reviews of key controls for IPIA programs identified
by management. We will continue to conduct risk assessments
every 3 years in accordance with the IPIA, as amended by
IPERA and IPERIA, and OMB guidance. When OMB
releases the revised Circular A-123, Appendix C, we will
review the new guidance to determine the impact it has on the
NRC’s current IPIA program. The next IPIA risk assessment
will take place in FY 2017. However, the NRC will conduct
risk assessments, as needed, if there are material changes in the
way programs operate or if new programs are established.

In addition to risk-assessing identified programs, OCFO staft
determined there were $101,620.11 in improper payments
made during FY 2014, which have since been recaptured. This
represents a significant drop from the $4.2 million in duplicate
payments identified in FY 2013, and it also demonstrates the
NRC’s ongoing efforts to prevent, detect, and recoup such
payments. Additionally, new procedures have been put in
place this year: certifiers have a new checklist to ensure that

all appropriate steps are taken before certifying a payment,
prompt payment reports are reviewed periodically to identify
duplicate payments, and the NRC’s OCFO periodically
conducts audits of all payments certified on a schedule to
identify improper payments.
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SCHEDULE OF SPENDING

The Schedule of Spending (SOS) is a summary and
comparison of how the NRC spent money during FY 2014
and FY 2013. The SOS presents all budgetary resources and
obligations incurred for the NRC. The data used to populate
the SOS come from the NRC’s core accounting system and
are the same data that the NRC uses to populate the SBR.

In the SOS and the SBR, obligations incurred include
personnel compensation and benefits, contracts, agreements
between Federal agencies, travel, training, grants, and bankcard
purchases below the micro-purchase threshold. The “Total
Amounts Agreed to be Spent”line of each section of the SOS
agrees with the “Obligations Incurred” line in the SBR.

The NRC also reports obligation information through the
Web site USASpending.gov. The information reported by the
NRC in USASpending.gov includes only contract obligations,
which are a subset of NRC'’s total obligations.

WHAT MONEY IS AVAILABLE
TO SPEND?

This section presents total budgetary resources that are
reported in the SBR.

Total Resources refers to budgetary resources approved for
spending by law.
Amounts Not Agreed to be Spent represents amounts that the

NRC was allowed to spend but did not take action on by the
end of the fiscal year.

Amounts Not Available to be Spent represents amounts that the
NRC was not approved to spend during the current fiscal year.

Total Amounts Agreed fo be Spent represents spending actions
by the NRC, including payroll and benefits, travel, training,
contracts, orders, grants, and other legally binding agreements
to pay for goods or services.

HOW WAS THE MONEY SPENT?

This section presents the value of goods and services that the
NRC obligated for each of the NRC’s two major programs:
Nuclear Reactor Safety and Nuclear Materials and Waste
Safety.

For the purposes of this section, the breakdown of “How was
the Money Spent?” is based upon OMB budget object class
definitions in OMB Circular A-11.

Payroll represents compensation, including benefits directly
related to duties performed for the Government by Federal
civilian employees.

Contracts represents purchases of contractual services and
supplies.

Grants represents contributions to States, local governments,
foreign governments, corporations, associations (domestic and
international), and individuals in compliance with programs
allowed by law for distributing funds in this manner.

Travel represents the NRC’s payment for transportation,
sustenance, and miscellaneous expenses for employees/persons
on official business.

Rent, Communications, and Utilities represents the NRC’s
purchases of contractual services for the NRC’s offices.

Structures and Equipment represents purchases of capital
equipment and leasehold improvements.

WHO DID THE MONEY GO TO?

This section identifies the recipient of the money, by Federal
and non-Federal entities. Amounts in this section reflect
“amounts agreed to be spent.”
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SCHEDULE OF SPENDING (In Thousands)

For the years ended September 30, 2014 | 2013 |

Total Resources S 1,119,076 $ 1,069,830
Less Amount Available but Not Agreed to be Spent (53,295) (41,022
Less Amount Not Available to be Spent (169) (1,757)
Total Amounts Agreed to be Spent S 1,065,612 $ 1,027,051
Spending within NRC Major Programs
Nuclear Reactor Safety
Payroll $ 461,430 $ 463,196
Contracts 256,573 257,295
Grants 22,388 11,949
Travel 18,994 18,264
Rent, Communications, and Utilities 44,794 47,583
Structures and Equipment 20,180 4,868
Total money spent for Nuclear Reactor Safety $ 824,359 $ 803,155
Nuclear Materials and Waste Safety
Payroll $ 135,041 $ 129,126
Contracts 75,093 71,731
Grants 6,552 3,331
Travel 5,559 5,092
Rent, Communications, and Utilities 13,109 13,265
Structures and Equipment 5,899 1,351
Total money spent for Nuclear Materials and Waste Safety $ 241,253 $ 223,896
Total Amounts Agreed to be Spent S 1,065,612 $ 1,027,051
For Profit S 244,248 $ 236,663
Individuals 498,583 500,746
Federal 287,892 281,328
State & Local Government 17,872 13,210
Other 17,017 (4,896)
Total Amounts Agreed to be Spent $ 1,065,612 $ 1,027,051

In accordance with OMB Circular A-136, Section 11.5.1, the Schedule of Spending is not a required part of the Financial

Statements and, therefore, it is not audited.
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ACRONYM
10 CFR

ABWR
ACHP
ADAMS

ADR
AGA
AIT
ALC
AO
ASME
ASP
BWR
CAL
CAP
CCDP
CER
CFD
CFO
CFR
CNS
CcO
CoC
CcoL
COOP
cROP
CRT
CSRS
CSS
DC
DHS
DOE
DOJ
DOL
DOT
DSRS
ECIC
EDO
EEO
EJ

Title 10 of the Code of Federal Regulations
Advanced Boiling-Water Reactor

Advisory Council on Historic Preservation

Agencywide Documents Access and
Management System

alternative dispute resolution
Association of Government Accountants
Augmented Inspection Team

agency location code

Abnormal Occurrence

American Society of Mechanical Engineers
Accident Sequence Precursor
Boiling-Water Reactor

Confirmatory Action Letter

corrective action program

conditional core damage probability
Cumulative Effects of Regulation
computational fluid dynamics

Chief Financial Officer

Code of Federal Regulations
Convention on Nuclear Safety
Confirmatory Order

Certificate of Compliance

combined license

continuity of operations

Construction Reactor Oversight Process
Contingency Response Tool

Civil Service Retirement System
Content Search Services

design certification

U.S. Department of Homeland Security
U.S. Department of Energy

U.S. Department of Justice

U.S. Department of Labor

U.S. Department of Transportation
design specific review standards
Executive Committee on Internal Control
Executive Director for Operations
equal employment opportunity

environmental justice

- ACRONYMS AND ABBREVIATIONS

ACRONYM

ELAP
EPA
EPR
EPRI
ESP
FDA
FECA

FEIS
FERS
FFMIA

FMFIA

FOIA
FR

IMC
IMPEP

INPO
Integrity Act

IP
IPERA

IPIA
IPPAS

IRP

PERFORMANCE AND AccoUNTABILITY REPORT = FiscalL YEAR 2014

extended loss of alternating power
U.S. Environmental Protection Agency
Evolutionary Power Reactor

Electric Power Research Institute

early site permit

U.S. Food and Drug Administration

Federal Employees Compensation Act
of 1993

final environmental impact statement
Federal Employees Retirement System

Federal Financial Management
Improvement Act of 1996

Federal Managers’ Financial Integrity Act
of 1982

Freedom of Information Act of 1966
Federal Register

fiscal year

Generally Accepted Accounting Principles
Government Accountability Office
gaseous diffusion plant

General Services Administration
High-enriched Uranium

Headquarters Operations Center

human reliability analysis

International Atomic Energy Agency
International Electrotechnical Commission
Inspector General

information management

Inspection Manual Chapter

Integrated Materials Performance
Evaluation Program

Institute for Nuclear Power Operations

Federal Managers’ Financial Integrity Act
of 1982

Inspection Procedure

Improper Payments Elimination and
Reporting Act of 2012

Improper Payments Information Act of 2002

International Physical Protection
Advisory Service

Integrated Response Plan
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ACRONYM
IRRS

ISG

ISFSI

ISMP

T

ITAAC

IT/IM

JIC

KM

LEU

LW

LSN

WA

[WR
MACCS2

MD
MDEP
MELCOR
Mo-99
MSI
MWe
MWH1
NDE
NEA
NEPA
NHPA
NIST

NMIP
NPP
NPT
NRC
NSTS
NTAS
NUREG

NWF
OBRA-90

Integrated Regulatory Review Service
interim staff guidance

independent spent fuel storage installation
Integrated Source Management Portfolio
information technology

inspections, tests, analyses, and
acceptance criteria

Information Technology and Information
Management

Joint Convention
knowledge management
Low-enriched Uranium
low-level waste

Licensing Support Network
limited work authorization
Light-water reactor

MELCOR Accident Consequence Code
System Version 2

Management Directive
Multinational Design Evaluation Program
mature accident simulation tools
molydenum-99

minority serving institution
Megawatt electric

Megawatt thermal

nondestructive examination
Nuclear Energy Agency

National Environmental Policy Act
National Historic Preservation Act

National Institute of Standards and
Technology

Nuclear Materials Information Program
nuclear power plant

Nuclear Non-Proliferation Treaty

U.S. Nuclear Regulatory Commission
National Source Tracking System
National Terrorism Advisory System

Nuclear Regulatory Commission document
identifier
Nuclear Waste Fund

The Omnibus Budget Reconciliation
Act of 1990

- ACRONYMS AND ABBREVIATIONS

ACRONYM

OCFO
OIG
OMB
OPM
PC
PNNL
PRA
PRM
PWR
REIRS

REM
RFCOP
RIC

RIS
ROP
SDP
SEIS
SER
SFFAS

SFI

SGl

SMR
SOARCA

SONGS
SRP

SRS

TVA

UFs

V(@)

UR

USAID
US-APWR
WIR

Office of the Chief Financial Officer
Office of the Inspector General

Office of Management and Budget
U.S. Office of Personnel Management
Portfolio Council

Pacific Northwest National Laboratory
probabilistic risk assessment

Petition for Rulemaking

pressurized water reactor

Radiation Exposure Information and
Reporting System

Roentgen Equivalent Man

Revised Fuel Cycle Oversight Process
Regulatory Information Conference
Regulatory Issue Summary

Reactor Oversight Process

Significance Determination Process
supplemental environmental impact statement
Safety Evaluation Report

Statement of Federal Financial Accounting
Standards

Safeguards information
Safeguards information
small modular reactor

State-of-the-Art Reactor Consequence
Analyses

San Onofre Nuclear Generating Station
Security Review Plan

Savannah River Site

Tennessee Valley Authority

uranium hexafluoride

uranium dioxide

uranium recovery

U.S. Agency for International Development
U.S. Advanced Pressurized Water Reactor

Waste Incidental to Reprocessing
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As of November 1999, you may electronically access
NUREG-series publications and other NRC records

at NRC’s Public Electronic Reading Room at
http://www.nrc.gov/ reading-rm.html. Publicly released
records include, to name a few, NUREG-series publications;
Federal Register notices; applicant, licensee, and vendor
documents and correspondence; NRC correspondence and
internal memoranda; bulletins and information notices;
inspection and investigative reports; licensee event reports; and
Commission papers and their attachments.

NRC publications in the NUREG series, NRC regulations,
and Title 10, “Energy,” in the Code of Federal Regulations may
also be purchased from one of these two sources.

1. The Superintendent of Documents
U.S. Government Printing Office
Mail Stop SSOP
Washington, DC 20402-0001
Internet: bookstore.gpo.gov
Telephone: 202-512-1800
Fax: 202-512-2250

2. The National Technical Information Service
Springfield, VA 22161-0002
WWW.ntis.gov

1-800-553-6847 or, locally, 703-605-6000

A single copy of each NRC draft report for comment is
available free, to the extent of supply, upon written request as
follows:

Address: U.S. Nuclear Regulatory Commission
Office of Administration
Publications Branch
Washington, DC 20555-0001
E-mail: DISTRIBUTION.RESOURCE@NRC.GOV
Facsimile: 301-415-2289

Some publications in the NUREG series that are posted

at NRC’s Web site address
http://www.nrc.gov/reading-rm/doc-collections/nuregs

are updated periodically and may differ from the last printed
version. Although references to material found on a Web site
bear the date the material was accessed, the material available
on the date cited may subsequently be removed from the site.

« AVAILABILITY OF REFERENCE MATERIALS IN NRC PuBLICATIONS

Documents available from public and special technical libraries
include all open literature items, such as books, journal

articles, transactions, Federal Register notices, Federal and State
legislation, and congressional reports. Such documents as
theses, dissertations, foreign reports and translations, and
non-NRC conference proceedings may be purchased from
their sponsoring organization.

Copies of industry codes and standards used in a substantive
manner in the NRC regulatory process are maintained at—

The NRC Technical Library

Two White Flint North

11545 Rockville Pike

Rockville, MD 20852-2738
These standards are available in the library for reference use by
the public. Codes and standards are usually copyrighted and
may be purchased from the originating organization or, if they
are American National Standards, from—

American National Standards Institute

11 West 42nd Street

New York, NY 10036-8002

WWW.ansi.org

212-642-4900

Legally binding regulatory requirements are stated only in laws;
NRC regulations; licenses, including technical specifications;
or orders, not in NUREG-series publications. The views
expressed in contractor-prepared publications in this series are
not necessarily those of the NRC.

The NUREG series comprises (1) technical and administrative
reports and books prepared by the staff (NUREG-XXXX) or
agency contractors (NUREG/CR-XXXX), (2) proceedings

of conferences (NUREG/CP-XXXX), (3) reports resulting
from international agreements (NUREG/IA-XXXX), (4)
brochures (NUREG/BR-XXXX), and (5) compilations of legal
decisions and orders of the Commission and Atomic and Safety
Licensing Boards and of Directors’ decisions under Section

2.206 of NRC’s regulations (NUREG-0750).

DISCLAIMER: This report was prepared as an account of
work sponsored by an agency of the U.S. Government. Neither
the U.S. Government nor any agency thereof, nor any employee,
makes any warranty, expressed or implied, or assumes any legal
liability or responsibility for any third party’s use, or the results
of such use, of any information, apparatus, product, or process
disclosed in this publication, or represents that its use by such
third party would not infringe privately owned rights.
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