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Agenda

NASA Internal Control Council Status/Sutton

Mr. Frederick Gregory introduced the quarterly status meeting of the Internal Control Council. Mr. Gregory asked for short, summary level assessments as most participants were familiar with the history of the issues, and he encouraged forthright opinions. 

Mr. Jeffrey Sutton reviewed the definitions of the Internal Control issues (Material Weakness - MW- reported outside the agency; Other Weakness - OW- reported internally ; Management Challenge - MC- also reported internally) and provided a brief background on the business practice of internal review. 

Actions from the last meeting were reviewed:

1-The OCFO had agreed to re-examine the root cause of the Material Weakness in Contractor-Held Property and Financial Management , and to re-examine the Full Cost Integration and revise a Corrective Action Plan. This discussion was deferred until later in the meeting.  Work in progress.
2- MSD had agreed to do a full root cause analysis on declassification project.  The MSD  met with the OSPP and completed the root cause analysis.
3- The OIG’s summary report on its RTF activities and a draft paper on root causes re: OCFO have been completed.  Completed
4-NODIS- numerous AAs are already using the paperless system. Training is available. Mr. Sutton suggested contacting John Werner and Marcietta Washington for further information. Completed.
5- The ISS program office had been asked to address the cost impact of RTF delays on the station. Ms. Lynn Cline noted that this action is still in work (due to recent completion of RTF’s first test flight).Action in progress.
6- The discussion resumed with respect to adding INA to the agenda as a separate item. The challenge is getting it fixed. The OC could decide to track INA as a Management Challenge, although it is at its basis, a legislative issue. Does the OC want to do this? Mr. Sutton agreed to re-address this item later in the meeting.  Action to Mr. Sutton and Office of Legislative Affairs.
Main agenda

**Space Shuttle  (MW). Ms. Cline explained that RTF is comprised of 2 test flights and the first flight has been completed. The newly installed sensors and cameras worked well, enabling the crew and Mission Control to make real-time decisions on the thermal protection system. The main problem area is still the external tank (foam), and the Space Operations Office is employing a two-pronged approach to deal with it. The first is an internal investigation, with Raymond Clinton as team manager, which is currently going through a fault tree analysis. The foam loss is not just confined to the PAL ramp. There is also an independent tiger team, chaired by Rick Gilbrecht, which first reported to Messrs. Readdy and Gerstenmaier on August 9th. There have been no Eureka moments thus far. The tiger team will be reporting weekly. The Stafford-Covey report will be released on August 17, closing out that assessment. As such, Space Operations proposes to leave status the same (MW). Shuttle will not fly again until 43 flight anomalies are assessed, most of which are very minor. An FRR will be the forum for the decision to launch the next vehicle. Mr. Gregory added that FRR will be the time for folks to discuss the possibility of flying (it will take a lot of convincing), and asked if the thermal blanket was still an issue? Ms. Cline answered in the negative, adding that little change had been seen on reentry, but this is still being assessed. Mr. Gregory asked: Given this was a test flight, does Space Operations need to do anything else to explain these flight results? Ms. Cline replied that the flight implementation plan would be used for this and is in the process of being updated. Henceforth, the office will report on the test flight and on plans to go forward. The IG asked about the Aerospace Safety Advisory Panel’s role and whether they would focus on these open issues. How robust would this be? As robust as Stafford Covey? Mr. Gregory felt it was not an appropriate opportunity to discuss this issue. No, the IG did not object and offered congratulations to Ms. Cline. Mr. Gregory agreed that Shuttle has made excellent first steps. MW.

**Shuttle impact on ISS (MC). This item is in much better shape since the completion of the STS-114 mission. The re-supply mission was completed. Consumables on board are now replenished, with provision of sufficient food, water, and oxygen, and all CMGs now operating. In addition, Shuttle offloaded 7000 lbs, allowed troubleshooting on CMGs, provided hardware for the Russians, and made an exchange of water samples. There is now more efficient stowage. As the next Shuttle flight is unknown, it was proposed to leave this item as MC. The IG noted that money is a point of interest. Ms. Cline replied that the office is working through a series of budget planning activities, and acknowledged the concern that there are not enough reserves in the program. Mr. Gregory concurred with leaving the item as MC. MC.

**Contractor-Held Property (MW).  The OCFO has increased the scope and frequency of DCAA reviews, has developed a reasonable approach to evaluating properties, and is employing benchmarking practices in tandem with the IG. By the end of September, OCFO should have the value that is on the books, and will still be going forward, having addressed the root cause. The IG felt that the most important development had been a shift in attitude from the OCFO. He recommended that this item remain as MW. The tasking is a team effort across the entire agency. This is difficult, multi-issue problem and there is no quick fix available by October. The perceived cultural change also reflects the Administrator’s intolerance for mismanagement. Mr. Sutton noted that integrated asset management had been delayed due to price, and the OCFO has been compensating for this in other ways. There is no budget for this, but the agency can’t afford not to put compensating controls in place. The IG added that there are risks, and that OCFO needs to stabilize the current system before proceeding with new implementations; it must manage change carefully to avoid negative impacts. Personnel must get training for the system, and there should be no tolerance for carping and whining. Mr. Gregory agreed that these were excellent suggestions and thanked the IG for his intense involvement. The IG agreed that developments have been very positive. Mr. Gregory emphasized that this is an agency-wide issue. MW. 

**Financial Management (MW). OCFO proposed to close this particular item and replace it with a new MW that reflects the real problem- more focused on the challenges. A new description has been compiled, centering on data issues and system issues, processing issues, learning curve and training challenges. The deputy IG agreed with the new wording. The OC requested a new and old description in writing (action to the OCFO) before a decision can be made. The new item is to be carried as MW. The IG agreed with the general direction of the decision. Mr. Gregory requested a clear new deficiency description and new corrective action plan. MW, with action to OCFO to provide new deficiency description and corrective action plan.

**Full cost integration (OW). There is now a Full Cost Working Group, which has completed an initial assessment and is preparing recommendations, to be presented to the Full Cost Steering Committee by September 1st. (This item was shown as OW on the agenda, while briefly disputed as MC in discussion). The IG agreed with the assessment as OW. OW.

In addition to the specific internal control items, the OCFO representative assured the OC that the office is moving quickly to take advantage of increased staffing levels and has undergone extensive external reviews; OCFO has rebaselined IFMP as a result, and realigned the focus to stabilizing the system in current operation. A Financial Integration team has been established.

**IT Security  (OW). The OCIO had been given an action to update the corrective action plan by October (Dunnington/Santiago). Mr. Scott Santiago reported that OCIO would need additional time to correct this. OCIO is receiving continual guidance from OMB in meeting FISMA requirements. By the end of the year, OCIO will have all the improvements in place, but there will be a lot of wet ink. It will be six months into 2006 before it is known if the process is working. Mr. Santiago felt this would remain an OW until that time. OCIO is still responding to flood of new standards and guidelines. Actions taken thus far have filled the gap but must be assessed. The IG concurred. OW with modifications as required and a new due date. 

**Competition in Contracting (MC). There has been tremendous progress in this area; new guidance has been given to the community, along with documentation and training, upgraded training, and increased surveillance of this activity. At the last quarterly assessment, the IG confirmed things were going well. It was recommended that this item be removed. The IG did not report having any data that suggests problems, but conceded to a gut feeling that there are still subtle difficulties; there are still ways to not abide by competition in contracting principles. NASA needs to promote a culture of competition so that people bend over backwards to accomplish this. The IG therefore reluctantly concurred with the removal of this item as MC, adding that it is up to the OIG to ferret out problems.  Mr. Sutton added that it is incumbent upon everyone to report anti-competitive practices. The IG noted that the procurement system places its faith in civil servants, and it is a very loose and discretionary system. Mr. Tom Howard remarked that there is more emphasis on documentation of the process; this has been helpful. The IG alluded to the Kistler procurement, saying it was difficult to assess. He also introduced Ms. Evelyn Klemstein as Assistant Deputy Administrator for Auditing in the OIG. Ms. Klemstein noted that OIG was looking at the whole acquisition process, and that the agency may see more emphasis on this in the future. 

Mr. Gregory required that the item be kept as MC until October. MC, with action to IG to review contracting activities on a quarterly basis in order to confirm cases of anti-competitive practices or report on the good health of competition in contracting.
**Access to NASA Facilities and Technologies (OW). This item was largely related to badging issues. HSPD-12 has had tremendous impact. JSC and KSC had been granted a waiver due to RTF activities. The adjusted target date is Jan 1, 2006; by that time the agency will have had the employee badges issued. After that time, contractor badges will be dealt with. HSPD-12 is changing almost on a weekly basis. The task is trying to figure out where OMB wants to go. There is badgemaking equipment at each center, and corrections will be made as needed. Mr. Santiago noted that NASA has been faulted on not being aggressive enough on deploying something that doesn’t exist. DHS has been told to stand down. DOD, Treasury, and other federal agencies are all having similar problems. GAO is conducting an ongoing review on the subject. Mr. Gregory recommended lowering this item to MC. MC.

**NASA Declassification Program (MC). Progress on this item is going extremely well. There have been two positive developments that will help to meet the December 2005 deadline. The agency has just issued a letter stating that documents dated 1976 and earlier can be declassified. This will help by immediately declassifying 40-50% of 7-8 million documents. There is still an issue of getting to the record centers and finding the documents. In addition, the CAP has been completed and will be issued for review by August 30. MC. 

**Staffing at NASA HQ (MC). OCFO is being staffed after a re-issuance of delegated hiring authority. The only issue is how to staff the office.  There has been additional creation of 45 positions. The root cause of the deficiency has largely been corrected. There is more partnership with customers. The IG agreed that by October it can probably be removed. MC. 

**Open OIG Audit Recommendations (MC). Progress on this issue continues to be a success story. Open items trend line is holding at zero (unresolved beyond 6 months). There are 16 items open over 1 year, and those trend lines are down. The root cause has been redefined so as not to accuse the IG as the single fault for the deficiency.  Mr. Gregory’s guidance has been instrumental. Mr. Gregory recommended that this item remain as MC, and that everyone should be responsible for maintaining progress. Mr. Sutton raised the issue of starting to track open GAO recommendations. The IG agreed with both Mr. Gregory and Mr. Sutton. MC.

**NASA Rules Review (MC). Mr. James Jennings reported on this item and recommended taking it off the list in October. The IG concurred. MC.

Mr. Gregory introduced new issues. There are 40 GAO reports in work, one of which concerns Mission Management Aircraft. He suggested that NASA track these reports. And recommended adding Open GAO Audit Reports as a category; there will be a series of recommendations. Mr. Sutton noted that Mission Management Aircraft is a scathing report, and that NASA has chosen not to air disagreements. There will be a Congressional hearing in December. NASA does not disagree with the report recommendations and is working fast to change policy. He recommended adding this item as MC. Mr. Gregory  agreed that the GAO open recommendations is an MC, while Mission Management Aircraft is OW. The IG agreed and alluded to past IG reports that had gone through an audit resolution process, wherein the audit resolution officer was in disagreement with the IG. 

Open GAO recommendations- MC

Mission Management Aircraft- OW

The James Webb Space Telescope (JWST) was raised as another potential item, responding to a GAO conference on $700M cost growth in the program; this may be an internal control issue. There has also been a PMC on this subject. Ms. Alison McNally remarked that there is no doubt there has been significant cost growth, identified last Fall, and exacerbated in the early calendar year (Feb 05). An action plan from Goddard was quickly responded to with a PA&E review. The reasons for the cost growth are understood: technical challenges, contingency, schedule. SMD is providing documentation to GAO on the reasons for cost growth, which will also be subjected to PMC review. Ms. Cline added that the maturity of technology is the issue, not internal control. The launch vehicle (Ariane) remains the same. The IG expressed concern that the initial cost figure was not reliable and asked what the degree of foreseeability would be. Ms. McNally replied that there was an issue in the design and development discussion- the original estimate was based on old knowledge. The IG asked: when does the agency commit to a figure? Mr. Sutton suggested waiting until October to see if system cost estimation issues emerge from the GAO. A participant commented that NASA does indeed have the appropriate controls, but that no one uses them. NASA needs to learn to commit to OMB at the appropriate point, Preliminary Design Review (PDR). Mr. Sutton agreed it was a communications issue. Mr. Gregory recommended not adding JWST. The IG remarked that there is an additional task- the communication process can be improved. Ms. Klemstein added that the House report does contain stringent requirements for NASA on cost estimation, imposing SAR-like conditions; NASA must report on why reserves are going down. Ms. Klemstein offered to provide text of impending legislation. JWST was not added as an internal control item, but an action was given to the Chief Engineer to develop a recommendation on cost estimation procedures.

INA was raised as another item of concern. Ms. Cline reminded the OC that NASA will continue to depend on Russia, but currently INA restricts transactions with Russia. She recommended tracking this as MC- it has potential impact on future exploration. Currently, there is proposed legislation in Congress, with the involvement of the Senate Foreign Relations and House International Relations Committees. There will be an impact on acquisition and there will probably not be an answer until September. Mr. Gregory recommended continuing to characterize INA as a MC. Ms. Cline added that the near-term concern is to amend the balance agreement for continued services from Russia- there must be some things in place to support Expedition 12- Soyuz is needed as a potential gap filler. It was agreed that Strategic Communications could carry this as a MC. The IG asked if there were an obligation on the program to develop a Plan B. Ms. Cline replied that Plan B is that the Shuttle can only fly Americans.

INA- MC to be carried by the Office of Strategic Communications.

Closing comments/miscellany

The tracking of unsolicited proposals needs some review. 

Summary
The next meeting of the Internal Control Council will be on October 4, which will be a decisional meeting in preparation for the Administrator’s annual statement. 

All items remained the same except Access to NASA Facilities and Technologies, which was changed from OW to MC. 

Actions (to be completed before October 4)

· Action to the OCFO to reformulate deficiency description and corrective action plan for revised Financial Management MW.

· Action to OSPP to adopt modifications to HSPD-12 by OMB, as necessary, and adjust new due date for employee badging.

· Action to OSPP to update corrective action plan in CATS II system for NASA Declassification Program.

· Action to OIG to prepare quarterly reports on contracting activities with respect to retiring Competition in Contracting as an internal control issue.

· Action to OCE to develop cost estimation procedures, in response to cost growth issues in JWST. 

·  Action to I&A to develop root cause and corrective action plan for Mission Management Aircraft
· Action to I&A to develop root cause and corrective action plan for Tracking Open GAO Recommendations

· Action I&A to arrange a meeting with between External Relations and Space Operations regarding the Iran Nuclear Proliferation Agreement (INA).

New items to be added to the council’s watch list:
· Track Open GAO Recommendations assigned to I&A - MC

· Mission Management Aircraft assigned to I&A - OW

· INA assigned to the Office of Strategic Communications- MC

