Internal Control Council (ICC) Quarterly Status Review

August 7, 2003

Opening Statement

The ICC Chairman, Frederick D. Gregory, Deputy Administrator, commended the council members for stepping up to the task of assessing management control deficiencies to closure of many corrective actions.  The ICC has taken the President’s Management Agenda and implemented the intent and objectives of this key guidance.  The ICC faces much work in the future, particularly in pressing for higher levels of mission accomplishments.  The council is continuing to raise the bar on completing corrective actions and improving internal control.

Management Control Process

Jeffrey E. Sutton, Assistant Administrator for Management Systems, announced some agenda changes to accommodate Mr. Gregory’s tight schedule and the need for other speakers to be moved up in giving their status.

Status of Actions Assigned by the Chairman

Ms. Gwendolyn Brown, Deputy Chief Financial Officer (CFO) for Financial Management, addressed the first two actions on definition and implementation of full cost.  She provided the definition of full cost as a way of recognizing all direct and indirect costs in the work we do segmented into budgeting, accounting, and management with major cost categories of procurements, civil servants, travel, Center service pools, Center General and Administrative (G&A), and Corporate G&A.  See her full briefing on this action item in the Presentation file entitled “Full Cost”.  Robert E. Anderson, Senior Engineer, Office of Aerospace Technology, asked if corporate service pools will be included in the list of major cost categories.  Ms. Brown took the action to make a determination on this category.  She presented a milestone plan that includes a communication campaign led by Owen F. Barwell, Director, Full Cost, who is visiting all ten Centers to raise awareness and understanding of full cost management issues.  The full cost web site also supports this training and awareness campaign.  Publication of the full cost policy and operations Yellow Book is on schedule for release in mid-September.  The full cost team members have consulted extensively with the Integrated Financial Management (IFM) project staff.

Mr. Sutton addressed the third action on closing unresolved audit recommendations by stating that resolution has been achieved.  He explained that the fourth action to bring down the number of expired audit recommendations is proceeding well.  The number of expired recommendations has come down to a reasonable level.  Unresolved recommendations beyond 6 months are down to zero.  The emphasis now is on recommendations open beyond the projected closure timeframe.  Mr. Gregory encouraged the ICC members and organizations they oversee to maintain the trend of meeting audit closure deadlines.

Progress Reports

Space Shuttle/Management Challenge (MC)
Ms. Lynn Cline, Deputy Associate Administrator for Space Flight, told the ICC that the Space Shuttle deficiency will remain as a management challenge.  The Columbia Accident Investigation Board’s report will be released August 26.  The Space Flight Leadership Council (SFLC) meets every 2 weeks and oversees key decisions.  Additionally, the external assessment led by Tom Stafford and Richard Covey will provide an independent review of NASA’s Return-to-Flight (RTF) Implementation Plan.  The NASA Implementation Plan provides the roadmap for RTF.  Ms. Cline’s briefing is entitled “Space Shuttle”.  

International Space Station (ISS) Cost Management/Other Weakness (OW)

Ms. Cline announced that the Office of Management and Budget (OMB) has agreed that NASA has met the success criteria of the ISS Corrective Action Plan.  The Office of Space Flight developed the criteria closely with OMB and the Office of the CFO.  Ms. Cline recommended that the ISS deficiency go off the ICC watch list since the scorecard is complete.  “ISS Success Criteria, Appendix A & B,” and “ISS Success Criteria, Appendix C” are names of the 2 presentation files with details of the ISS rating scheme and accomplishments. 

Contractor Held Property/Material Weakness (MW)
Ms. Brown introduced the issue of contractor held property as a material weakness that includes assets in space and software.  Corrective actions include “Tiger Team” meetings of Codes B, H, and J to work the 3 parts of the property control problem; activities of a contractor group to address property held by major contractors and NASA owned property; and completion of studies by a consultant.  Ms. Brown stated that revisions have been made to the NASA Financial Management Manual, the NASA FAR Supplement, and CFO office desk procedures.  The action to develop quarterly contractor reporting requirements is complete.  The Office of Procurement has modified over 55 contracts to tighten controls on property management.  Employees at Centers who deal with property accounting and management have received training on new controls.  PriceWaterhouseCoopers (PwC) conducted an interim review of these corrective actions.  Next steps and other details appear on the briefing entitled “Contractor-Held Property”.  Ms. Brown announced that by the October decision meeting of the ICC, PwC should have a good assessment of property management as a continuing material weakness or as a reduced level of deficiency. Tom Howard of the Office of Inspector General (OIG) commented that he observed progress being made in this area.

Financial Management/Other Weakness (OW)
Ms. Melajo Kubacki, Financial Operations Division, Office of the CFO, briefed the council on the status of Financial Management. The Applications and Products in Data Processing (SAP) software for the core finance component of IFM was implemented Agency-wide in June 2003.  During the complex implementation, no data was lost and controls are in place.  Documentation is written for production of financial statements.  Cross training has been used to avoid any single point of failure.  Interim financial statements were produced June 30, 2003.  According to Mr. Howard, the information technology (IT) part of producing financial statements is working well.  By next October, all Centers will be operational with SAP for core finance.  Mr. Gregory then asked how we measure the Agency’s understanding and reception of the full cost part of IFM.  Patrick L. Ciganer, Program Executive Officer for Integrated Financial Management Program, stated that a full cost readiness checklist has been developed.  The checklist may be considered as a reporting tool for Monday morning executive staff meetings.  Mr. Gregory asked if employees at lower levels understand the meaning and consequences of full cost implementation.  He expressed concern about the way NASA institutionalizes full cost.  Mr. Anderson warned the ICC to expect some breakage in the implementation during the first year.  Communication to all employees is a considerable challenge.  Mr. Ciganer responded that the concern is full cost versus least cost.  Training will reveal the difference between costing and pricing.  Mr. Gregory agreed that it is normal to expect somewhat of a performance decline during the initial year of NASA’s core finance and full cost implementation.  See Ms. Kubacki’s briefing charts entitled “Financial Management”.

Cost Estimating and Risk Analysis (OW)

David R. Graham, Cost Analysis Division, Office of the CFO, briefed the Council on the issue of cost estimating and risk analysis.  His organization is still in the process of recruiting.  The office    is working closely with the Chief Engineer on revisions to NASA Procedures and Guidelines (NPG) 7120, NASA Program/Project Management, to ensure the effectiveness of providing direction on how to perform cost estimating and risk analysis.  He also mentioned that the cost estimating responsibility for “earned value” guidance belongs to the Office of the Chief Engineer, not the CFO.  The NASA Cost Analysis Steering Group is conducting quarterly meetings on cost readiness levels, Independent Cost Estimate (ICE) at Pre Non-Advocate Reviews (NAR) and final NAR’s including a Cost Analysis Requirements Document (CARD) for both Pre NAR’s and NAR’s.  Probabilistic cost risk assessment is being methodically applied in all ICE’s.  The steering group is also examining other models such as the U.S. Air Force cost estimating tools and techniques.  The NASA Cost Estimating Handbook is projected for release of the second revision in 6 months.  Mr. Sutton questioned the slippage of the schedule.  Mr. Graham noted that the revised NPG 7120 will be completed in September.  See the charts entitled “Cost Estimating and Risk Analysis” in the Presentations file folder.

Software Management (MC) 

John Kelly, Office of the Chief Engineer, summarized accomplishments in Software Management including budget approval, development of a software management action plan, and completion of a charter for NASA’s Software Steering Board.  The Office of Safety and Mission Assurance is the lead for the Agency’s Independent Verification and Validation (IV&V) aspect of Software Management.  An IV&V Board of Directors chaired by Bryan O’Connor, Associate Administrator for Safety and Mission Assurance, has met and is addressing recommendations of an IV&V Transition Team.  Dr. Kelly stated that this board will decide which programs will be targeted for IV&V.  He projected that the Software Management deficiency will have a 2004 closure date.  Dr. Kelly’s detailed charts are in the Presentations folder as “Software Management”.

Access to NASA Facilities and Technology (OW) 

Will Morrison, Office of Security Management and Safeguards, announced that his organization has submitted the task order to the General Services Administration for a One NASA Common Access Card.  Other key actions will be completed by October 9.  New badges for physical and logical access are planned for Agency-wide issuance from this October through April 2004.

Information Technology Security (OW) 

Scott Santiago, Office of the Chief Information Officer, summarized new Agency requirements mandated by OMB in accordance with the Federal Information Security Management Act (FISMA).  The OMB instructions are based on draft guidelines developed by the National Institute for Standards and Technology (NIST).  Final publication of the NIST guidance is expected by December 2003.   The OMB guidance issued August 6, 2003, requires all agencies to perform expanded quarterly reporting.  Before agencies submit reports to OMB, their respective OIG must review the submission.  Many other new testing and review requirements will have a large impact on NASA resources across all Centers.

Decommissioning of Plum Brook Reactor (OW)

Mr. Sutton stated that Plum Brook should come off the watch list in October.  

National Environmental Protection Act/NEPA (OW) 

Mr. Sutton reiterated his concern that NEPA may not come off the watch list in October if evidence of mission implementation is lacking.  He cited environmental compliance concerns with the Pluto mission.

Open Office of Inspector General/OIG Recommendations (OW)

Mr. Sutton presented the trend chart for open OIG recommendations that have been formally tracked for over a year.  Although he pointed out that the statistics on improvement look very good, he emphasized the need for continuing attention of NASA managers and staff to meet OIG deadlines for closing recommendations.   Mr. Gregory repeated his insistence at the May ICC meeting that waivers and extensions are not acceptable.

Full Cost (MC)

Ms. Brown presented progress on the full cost initiative in her action item briefings. 

Conclusion

Mr. Sutton concluded with asking the ICC members and representatives to review the agenda chart on planning for the important decision meeting scheduled for October 9.

