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	NASA 

OPERATIONS Management COUNCIL

INTERNAL CONTROLS QUARTERLY MEETING
Meeting Minutes and Actions


VITAL MEETING DATA

Date: February 14, 2006
Time: 1:30 PM – 3:30 PM, EST

Location: NASA Headquarters, Room 2X40 and ViTS
Agenda:
See attached
Attendance:
See attached

MEETING ACTIVITIES

The meeting opened at 1:30 p.m.

Chief of Staff Paul Morrell announced that he would be chairing the meeting for the Deputy Administrator. 
Chris Jedrey, Acting Director for Headquarters Operations, Office of Infrastructure and Administration, presented an overview of NASA’s internal controls program, including the regulatory and policy requirements.  This is the first of three quarterly meetings in Fiscal Year (FY) 2006.  The annual decision meeting will be scheduled for October 2006 when the Agency decides which Material Weaknesses will be reported in its Statement of Assurance.
Review of Actions
The four open actions from the Internal Controls Meeting on November 9, 2006 were reviewed by Jedrey.  
Status

Description of Action from August 10th Meeting
Closed
The Chief Financial Officer (CFO), in collaboration with the Assistant Administrator for Infrastructure and Administration (I&A) and the Assistant Administrator for Procurement, will develop a Corrective Action Plan (CAP) for the revised deficiency, Asset Management.  The detailed plan will be provided in the Corrective Action Tracking System (CATS) and a summary of the CAP will be presented by the next OMC meeting.

Update:  The summary of the CAP was provided at this meeting, and it was agreed that the information was sufficient to close out the action.  
Closed
The CFO, in collaboration with the Chief Information Officer (CIO), Chief Engineer, Integrated Enterprise Management Program (IEMP) Program Executive, Assistant Administrator for I&A, and the Assistant Administrator for Human Capital, as appropriate, will develop CAPs for the four new deficiencies: Financial Management System, Financial Management Policy and Procedures, Financial Management Data Integrity, and Financial Management Staffing.  Detailed plans will be entered into the CATS and summaries of each CAP will be presented at the next OMC.

Update:  Summaries of the CAPs were provided at this meeting, and it was agreed that the information was sufficient to close out the action.  
.

Open 
The Assistant Administrator for Procurement will coordinate with the Office of the CFO (OCFO) and Office of the Inspector General (OIG) to determine if acquisition oversight is a deficiency and, if so, to develop its scope (e.g., what aspects are included, who is responsible, etc).  The Office of Procurement will present the results at the next OMC meeting.
Update:  Tom Luedtke, Assistant Administrator for Procurement, reported that a meeting was held on January 11, 2006 with the Office of General Counsel (OGC), Office of the Chief Engineer (OCE), the IEMP Program Office, and the Office of Procurement to discuss the issue of acquisition oversight.  The issues raised by the OIG at the last OMC meeting are similar to those that led the Government Accountability Office (GAO) to include Contract Management on its High-Risk list.  The OCE has the lead for response to the GAO, and they have agreed to take the lead for coordinating this activity as well.  A follow-on action was given as follows:
OMC Action 3A (11/9/05):  OCE will develop a description of the deficiency, root cause, corrective actions, and recommended categorization and present to the OMC.

Deadline:  Present results at the next OMC Internal Controls meeting.

Another issue was presented at this time.  Robert Cobb, NASA Inspector General (IG) recommended the establishment of a Procurement Integrity Program with the OGC as the lead.  The IG stated that responsibility for procurement integrity is fragmented throughout the Agency, with no clear lines of authority.  The IG believes that NASA should have an internal control framework to assure integrity in Government contracts, promote competition, and address wrongdoing by contractors.  In addition, the IG recommended the creation of a Remedy Official which is required by statute.  Morrell agreed that the IG’s recommendation should be accepted and that a group should be formed to work out the details.  Another follow-on action was assigned as follows:

OMC Action 3B (11/9/05):  OGC will set up a meeting with the OIG and Procurement to plan the implementation of a Procurement Integrity Program, and present results and status to the Deputy Administrator and Chief of Staff. 
Deadline:  Before the next OMC meeting.
Open
The OCE will develop proposed changes to NASA Procedural Requirements (NPR) 7120.5 to incorporate early program/project cost estimates, and will bring to the Program Management Council (PMC) for approval by March 31, 2006.

Update:  NPR 7120.5 is undergoing extensive changes as a result of Strategic Management Council (SMC) and PMC decisions and actions.  The revision to the cost estimation procedures will be included as a part of the overall revision.  The deadline for this action is extended to July 31, 2006 to coincide with the NPR 7120.5 update schedule.
First Item of Business: Asset Management
This item is being carried as a Material Weakness.  Terry Bowie, Deputy Chief Financial Officer (CFO), presented the background and current status, summarized as follows:
· The deficiency includes weaknesses in financial reporting of Contractor-Held Property and NASA-Held Property.
· The major activity during last quarter was developing a draft Theme Assets capitalization policy paper.
· Within next 30 days, the OCFO will meet with Ernst & Young, OIG, Office of Management and Budget (OMB) and others to discuss the draft policy.
· OCFO expects the weakness to be resolved by September 2006.

The IG stated that resolving this weakness will involve material changes to the way NASA does business.  It is not just an OCFO problem – it affects every program and institutional function in the Agency and will take a dedicated effort to resolve.

No actions were assigned.
Second Item of Business:  Financial Management System
This item is being carried as a Material Weakness.  Bowie presented the background and current status, summarized as follows:

· Challenges exist with the current version of the Agency’s financial management software (SAP) in system processing, configuration, and capabilities.
· SAP has capability limitations which require the definition and implementation of compensating controls.

· The OCFO has established procedures and safeguards to ensure accurate reporting and has formed a cross-functional task team to review current funds control, cost collection, and accrual processes and identify opportunities for reengineering. 

· Plans for the current quarter include establishing more rigor in the monthly processes for data processing, reconciliations, verifications and reports; and evaluating feedback from recent submissions to improve future products. 
The IG commended the OCFO on the progress made to date, but stated that Ernst & Young as the independent auditor will determine if the changes made are sufficient.

No actions were assigned.
Third Item of Business:  Financial Management Data Integrity

This item is being carried as a Material Weakness.  Bowie provided the background and current status, summarized as follows:

· NASA needs to continue to improve its current procedures to ensure that all reconciling items are thoroughly researched, reviewed by appropriate Center and Headquarters OCFO personnel, and resolved in a timely manner.  
· NASA also needs to improve existing environmental liability procedures and implement internal controls to insure the procedures are being followed.

· The OCFO established Fund Balance with Treasury (FBWT) metrics and conducts ongoing monitoring to ensure monthly reconciliations are performed.

· There are two major issues:  1) current process for month-to-month balancing – most of the problems with this have been resolved; and 2) reconciliation of a $1.7B difference in FY03 – the questioned amount has been reduced $144M but the OCFO is still working to get the information to the OIG to substantiate the reconciliation.

· Plans for the current quarter include further reconciliation activities, providing environmental liability estimates to the auditor for review, and hosting a training course for OCFO and environmental management personnel. 

The IG asked for full cooperation from NASA Headquarters and Center personnel in granting his staff access to requested information.

No actions were assigned.
Fourth Item of Business:  Financial Management Policy and Procedures 
This item is being carried as a Management Challenge.  Bowie presented the background and current status, summarized as follows:

· NASA’s policies and procedures are not in full conformance with federal requirements.  

· Implementation of IEMP required the revision of policies and procedures which have not been fully completed yet.

· Recent progress includes publishing five new Financial Management Regulations; four remaining regulations will be issued within the next quarter.

The IG stated that OCFO is doing a good job with this, but is still concerned about the proliferation of “cuff” or independent systems at the Centers.  Bowie responded that the Agency has established the NASA CFO Council, which meets bimonthly to address Agencywide issues.  One of the Council’s functions is to disposition Center requests to develop independent systems.  Pat Dunnington, Chief Information Officer (CIO), added that the Enterprise Architecture approval process is another tool being used to support the OCFO’s efforts to minimize the number of independent systems.

No actions were assigned.

Fifth Item of Business:  Financial Management Staffing 
This item is being carried as a Management Challenge.  Bowie presented the background and current status, summarized as follows:

· Adequate financial management staffing and training is needed to assure successful implementation of SAP and resultant new processes

· The OCFO was granted authority to hire an additional 34 positions at NASA Headquarters and 50 positions at the Centers.  Significant progress has been made in hiring, training, and documentation of training during the past quarter.

· Plans for next quarter include completion of hiring actions and continued training.

No actions were assigned.
Sixth Item of Business:  Full Cost Integration
This item is being carried as an Other Weakness.  Bowie presented the background and current status, summarized as follows: 

· Full cost concepts need to be better integrated into NASA operations in order for the Agency to fully transition to full cost management.

· Insufficient training and experience, in addition to some early decisions regarding implementation of full cost approaches, led to unintended consequences and behaviors.

· A team led by OCFO and PA&E have developed a simplified approach to full cost implementation, which will be presented to the OMC on Friday, February 17th.

The IG stated that he has not seen the proposal for the simplified full cost approach.  An action was assigned as follows:  

OMC Action 1:  PA&E meet with the IG and discuss the full cost implementation simplification proposal.

Deadline:  Before February 17th OMC meeting.

Seventh Item of Business:  Space Shuttle 
This item is being carried as a Material Weakness.  Lynn Cline, Deputy Associate Administrator for Space Operations, presented the background and current status, summarized as follows:

· Following the Columbia accident, NASA established the Return-to-Flight (RTF) Planning Team to address actions required before a safe return to flight could be assured.

· The first of two RTF missions was completed in 2005.

· Loss of a 1-pound piece of foam from the External Tank’s liquid hydrogen protuberance air load (PAL) ramp during that mission was a concern.  Two separate studies were commissioned to analyze the issue and make recommendations on work to be done before the next RTF mission (STS-121).  The final report will be released in March 2006.

· Decision was made to remove the PAL ramp from the External Tank to eliminate it as a source of debris.  All testing and validation associated with the PAL ramp removal will be completed prior to the launch of STS-121.

· Decision on the STS-121 target launch date is still pending.

No actions were assigned.

Eighth Item of Business:  Shuttle Impact on ISS Operations 
This item is being carried as a Management Challenge.  Cline presented the background and current status, summarized as follows:
· Grounding of the Shuttle fleet after the Columbia accident affected the ability to provide crew transport to the ISS and continue assembly of on-orbit elements.

· Russia has been providing crew and cargo transport in the interim period, but at a substantial impact to the ISS completion schedule and ongoing operations.

· NASA has taken steps to mitigate risk to the Station while continuing operations, including the establishment of an agreement with the ISS partnership for continued transport services and the completion of several objectives during the STS-114 mission.

· There are no current issues with food, water, or oxygen supplies on the ISS.  The current crew has successfully completed two EVAs and performed maintenance and utilization activities.

· Another crew exchange via Soyuz is scheduled in late March/early April 2006.

· ISS assembly will resume with STS-115 (no earlier than July 2006).

No actions were assigned.

Ninth Item of Business:  Information Technology Security 
This item is being carried as an Other Weakness.  Mr. Scott Santiago, Deputy CIO for Information Technology (IT) Security, presented the background and current status as follows:
· NASA is continuously working to improve IT Security in response to audits and reviews.

· NASA’s IT Security policy and procedures have not been in full compliance with OMB direction.

· Significant steps have been taken to improve IT Security in the past quarter, including centrally managed monitoring of the NASA network, better management of sensitive information, and development of Agency metrics based on external and internal requirements.

· A total rewrite of NASA policy regarding IT Security management is in review and is expected to be issued within the next quarter.

No actions were assigned.
Tenth Item of Business:  NASA Declassification Program 
This item is being carried as a Management Challenge.  Clint Herbert, Deputy Assistant Administrator for Security and Program Protection, presented the background and current status, summarized as follows:
· NASA had a significant backlog of permanent records needing to be reviewed for continued classification pursuant to an Executive Order (EO).

· Several issues contributed to the concern that NASA would not be able to meet the December 2006 deadline for a significant portion of the documents to be reviewed (17 million pages), including insufficient staffing, historically poor records management, and lack of declassification guides.

· As a result of increased management attention and concerted effort by Centers and HQ over the past year, significant progress has been made. Only 1.5 million pages remain to be reviewed before the December 2006 deadline.

The Office of Security and Program Protection recommended closing this item because NASA is on target to meet the deadline.  After discussion, the decision was made to retain it as a Management Challenge for at least another quarter, to ensure continued progress is being made.

No actions were assigned.
Eleventh Item of Business:  Open GAO Audit Recommendations
This item is being carried as a Management Challenge.  Marcietta Washington, Deputy Director of Management Systems, presented the background and current status, summarized as follows: 
· This item was added in 2005 due to an increase in the number of GAO audits and resulting recommendations and also an increase in recommendations that remained open more than 1 year.

· Increased management attention was needed to ensure NASA is taking the appropriate actions in a timely manner.

· Since this item was added, the trend has been decreasing in all categories.  In addition, it is expected that a significant number of additional recommendations will be closed during the next quarter.

No actions were assigned.
Twelfth Item of Business:  Mission Management Aircraft
This item is being carried as an Other Weakness.  Joe Walker, Director of Aircraft Management Division, presented the background and current status, summarized as follow: 

· A GAO audit of NASA’s Mission Management Aircraft (MMA) operations highlighted control deficiencies.

· Causes include inadequate mission requirements documentation, reviews, and oversight, as well as the lack of an integrated IT system to capture and report aircraft cost and utilization.

· Most of the deficiencies have been resolved by issuing interim procedural requirements, augmenting staff at HQ, and instituting annual reviews of Center MMA operations.

· Work in process includes implementation of recommendations resulting from a PA&E study, rollout of NASA Aircraft Management Information System (NAMIS) at all Centers with MMA by June 2006, and continued support of OCFO’s aircraft cost accounting process action team.

· Discussion included an “A-76” review that will be taking place; discussion of this will be included in next quarter’s MMA status briefing, as will the status of the PA&E recommendations from their recent MMA study.
The IG stated that NASA should be looking for alternatives to owning its aircraft, e.g., procuring commercial services.  He stated that NASA should not wait until the results of A-76 study to make changes, and encouraged the Agency to look for the cheapest way to meet requirements.

No actions were assigned.

OMC Decision:  All deficiencies reported today will be carried into the next quarter.
New Issues
Jedrey asked for suggestions of new issues that should be considered for addition as an internal control deficiency.  As a follow up to the potential issue that Jeff Sutton, Assistant Administrator of Institutions and Management (acting) raised at the last meeting regarding credit cards, Marcietta Washington reported that the Management Systems Division is working with the Langley Research Center to implement a credit card review by March 1st.  At this time, it is not recommended that this be designated as an internal control deficiency. 
The IG reported that his office is looking into a possible Anti-Deficiency Act activity and may bring it forward at the next quarterly meeting.

Closing Remarks:  Morrell, Jedrey and Carter reviewed the decisions and actions assigned during the meeting.  
The Council ended its meeting at 3:30 p.m.
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