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Agenda

Internal Management Controls- Jeffrey Sutton

Mr. Frederick Gregory opened the meeting, encouraging a clear and concise discussion of matters on the table. 

Mr. Jeffrey Sutton briefly summarized an Office of Management and Budget (OMB) revision (A123), considered an attempt to mirror the Sarbannes-Oxley Act for the private sector. The revision strengthens requirements for adequate internal controls, and now requires (federal agencies) to regularly review and report on Material and Other Weaknesses (MWs and OWs). Mr. Sutton agreed to email a good synopsis of this revision to meeting participants.

Individual control issues were presented as reports on process improvements, with an original description of the problem, root cause, and corrective action plan. 

Space Shuttle MW-03-01
Ms. Lynn Cline reported on the Space Shuttle program MW-03-01. The root cause of the MW was identified by the Columbia Accident Investigation Board (CAIB). Since that time, the program has reported on a quarterly basis while acting on 15 Return-to-Flight (RTF) recommendations. The next report is due out on March 18. Seven actions have been closed, one is conditionally closed, and 7 remain open. There are also 10 self-imposed “raising the bar” initiatives; a number of these have been closed out, with a positive trend for the rest. The RTF rationale was presented in a cascading approach, illustrating what has been done to improve the Shuttle’s safety posture. These activities include eliminating critical debris from vicinity of the external tank, installation of imaging devices for impact detection, leading-edge wing sensors, and Orbiter inspection systems allowing scrutiny from both the Shuttle and the International Space Station (ISS). Special procedures include a thermal protection system (TPS) repair system, a contingency plan for crew rescue using a following shuttle mission, and a close linkage with ISS as a safe haven. RTF modifications to hardware have been completed using modeling programs and analyses for tank redesign. A Shuttle Launch Processing update included completion of Discovery’s main engine installation, the arrival of the first modified external tank on January 5. Launch details for STS-114 were provided and RTF planning has been completed. Ms. Cline expressed high confidence for a May launch date. 

Stafford-Covey meeting results will be covered by a public press event, followed by a formal briefing to NASA; Ms. Cline is working with this group on formulating mechanisms for feedback. For purposes of internal control, the designation of MW will remain until the Shuttle has been successfully launched at least twice. By November 2005, Ms. Cline will be prepared to remove this MW from the list. Mr. Gregory agreed that the Operations Council (OC) would not change the assessment until two demonstration flights have been accomplished. Mr. Robert Cobb, Inspector General (IG), asked for the best articulation of risks to the program, and Ms. Cline responded by taking an action to direct him to an Integrated Risk list. Ms. Cline added that the Space Shuttle Program would receive a grade from the Stafford-Covey group, after which the ASAP will take over and produce a final report. There are other recommendations from CAIB on RTF that need to be reported.

Space Shuttle - MW

ISS Cost Management MC-03-02

Ms. Cline proposed to close this MC and open a new action designated “Shuttle Impact on ISS Operations.” Ms. Cline has drafted a text explaining the root cause, along with a corrective action plan and a target correction date of October 1, 2005. She sought approval of this proposal on an exception basis. ISS remains as a MC, but in a different aspect; in effect this proposal is cleaning up the paperwork. This action does not need to be reported to the Office of Management and Budget (OMB) as it is not an MW or OW. There were no challenges to the recommendation. Mr. Cobb added that he had no basis for a challenge and encouraged adoption of the proposal. He also commented that there is a cost element to the impact of this new paradigm. His concern was that the ISS cost would remain tied to the Shuttle schedule; substantial delay has already occurred and has lent cost growth to ISS; this observation should be reflected in the MC corrective action plan. In addition, because costs projected for ISS are based on optimistic assumptions about the Shuttle schedule, Mr. Cobb would prefer to look to the historical path and derive costs associated with a worst-case scenario in order to better inform cost management.  Ms. Cline interjected that work has been deferred to stay within budget and build reserves. Mr. Cobb recognized this was outside the immediate program’s control, but felt the cost/risk should still be characterized. Ms. Cline questioned whether this issue truly belonged in an MC category, as opposed to normal management challenges that all AAs have, and also recognizing the role of the Program Management Committee (PMC) in the execution of major programs. Mr. Gregory felt the discussion was more appropriate to how the ISS accommodates delays; the IG simply wanted to add all cost management issues. The IG commented that the GAO has complained about its inability to examine reported ISS costs. It was agreed that the issue be left at an MC level.

ISS Cost Management changed to Shuttle Impact on ISS Operations - MC 

Contractor-Held Property MW-04-02

Ms. Gwendolyn Sykes provided an update on contractor-held property MW-04-02, and reported corrective actions such as having implemented an online reporting system, establishing a Contractor-Held Property Working Group (CHWG), and conducting contractor training. Milestones include reaching an agreement on capitalization of R&D costs, and establishing a methodology for identifying anticipated acquisitions. A revised completion date for this MW is September 30, 2006. A new Financial Management Council will go before the NASA Advisory Council (NAC) on Friday; this meeting will be used as a litmus test for a business plan to resolve the MW. It is still a significant problem. The IG commented that one litmus test would be an audit, and that he did not view this MW as just a CFO issue- it is an issue for program, property, project and procurement management. Everyone must be on board once the CFO decides on an overall strategy. The bottom line is that it must be an integrated cooperative effort. Ms. Sykes agreed that it is an agency-wide problem and that it’s going to take a year or two to fix the problem. Data integrity is only 30% of the problem- the other 70% is property. 

Contractor-Held Property MW-04-02- MW

Financial Management System MW-04-01

Ms. Sykes reported that the key issue underlying the Financial Management MW is the lack of reconciliation of the Fund Balance with the Treasury. Improvements have been made; the discrepancy is now less than $100M, a considerable decrease from $1.7B. The OCFO has published new Financial Manager Requirements; is producing financial statements from IFMP; and has implemented center-based financial data analysis and correction. A Financial Leadership Plan has been revised, and a NASA Financial Management Improvement Plan draft has been completed. Milestones include conducting on-site assistance at centers from January to June to complete center-level conversion error correction; improving environmental liability estimating/reporting; and finalizing a Financial Leadership Plan by 2nd Q 2005. This MW has a revised completion date of September 30, 2006.  Mr. Cobb expressed familiarity with the significant challenge of this task, and while conceding there is much work to be done, credited Ms. Sykes with doing a good job.

Financial Management System MW-04-01- MW

Full Cost Accounting MC-03-03

Ms. Sykes reported that she would like to close out the old Full Cost Accounting (FC) MC and describe an updated MC, as much progress has been made. The OCFO has re-established an FC Steering Committee, held an FC meeting in January 2005, and established 4 teams to complete assessment. Planned actions are to identify and offer FC recommendations to be incorporated into POP guidance. The assessment will be completed by April 30, 2005. A revised completion date is to be determined. Mr. Cobb noted that the complaints he has heard would tend to indicate that the system is working; he added that the OIG has been hearing that inconsistent sets of definitions are being employed at different centers. Ms. Sykes responded that NBS II will be demonstrated today, which is designed to constrain center-level variations. Policy/process/procedure has been systematized. Mr. Cobb suggested adding the words “consistent throughout the agency” to the statement regarding Agency-wide implementation of FC practices.  Ms. Alison McNally asked for a clear definition of the deficiency under discussion. Ms. Sykes contended that the original deficiency was merely the implementation of full-cost accounting; a system is now in place, but full cost practices may continue to be an MC as the Agency continues to transform. Ms. Sykes agreed to take the opportunity to re-state the deficiency more explicitly. Mr. Gregory ordered that MC-03-03 be removed as an exception, and instructed that page 4 of Ms. Sykes’ presentation replace it, with some additional words, and left the issue as an MC.

Competition in Contracting MC-03-05

The Competition in Contracting MC is predicated on the finding that roughly 50% of procurement dollars are not being competed. The acceptable range for competition is 85%. An OC participant elucidated some of the costs that are not competed (Shuttle, ISS), and reported that there is actually $6.8B available for competition, and $5.7B of that amount has been competed (84%)- this is a good performance. The lowest center performance statistic was Dryden at 81.5%. However, the Kennedy Space Center was found to have had 98% of dollars competed. The centers appear to be stepping up to the challenge. The OIG had reported having found instances where competition was not being done, but this was not identified as a systemic problem. The planned action, therefore, is to pursue removing this item as a MC. The revised completion date is June 30, 2005. Mr. Sutton asked: how do we know when this is solved? It sounds like it wasn’t a problem to begin with.  The participant responded that it will be increasingly difficult to do much better in terms of competition. Space Shuttle Flight Operations is not going to be competitive. There is not much more the Agency can ask regarding this effort. Mr. Sutton recommended removal of this item as an MC when a corrective action plan is submitted. Mr. Cobb suggested that various groups convene in August 2005 to discuss the body of evidence, and try to work it out before the next formal meeting. 

Competition in Contracting MC-03-05- MC with discussion pending.

Information Technology Security OW-01-05

Mr. Scott Santiago reported on this MW. The OCIO has set up metrics to which the centers will be held, as security is a performance issue. Mr. Santiago noted, however, that toward the end of FY04, OMB changed some requirements for adherence to National Institute of Standards and Technology (NIST) standards. The Office has since been performing a gap analysis in order to adhere to the more rigorous NIST standards in FY05.  The challenge is to reposition to meet these requirements. OMB has also suggested redefining the system, which has been done. This is a pivotal year for coming into compliance. There is still a gap between what NIST now wants and what we were working on previously. 

Information Technology Security OW-01-05 - MW
Access to NASA Facilities and Technology OW-01-06

Mr. Clint Herbert presented this OW, which was described as a combination of several weaknesses, including badging practices and background investigations. Mr. Herbert reported attaining closure, centered around getting new NPRs implemented. These have been implemented, and a conference with security officers is under way. Mr. Herbert recommended that these areas be closed out. The badging problem is ongoing, however. It is onerous and very involved, with an Agency-wide implementation date of April 2005. Mr. Cobb had no objections. Mr. Herbert expressed confidence that the badging issue would be resolved by November.

Access to NASA Facilities and Technology OW-01-06- remains OW until badging issue is resolved.
Staffing at NASA HQ MC-04-02

Mr. Chris Jedrey presented. The initial deficiency arose when the Human Resources (HR) office at HQ lost its examining authority in February 2004. Corrective actions include the installation of a new management team and the undertaking of aggressive actions in establishing management controls and procedures. Subsequent actions will include training staff, and developing an internal assessment program. An HC Management Group has been established. Accomplishments include reinstatement of delegating authority in December 2004, and a new HR Director reporting for duty in February 2005. The organization is now recognized as being in technical compliance. Some challenges remain in selecting HR specialists. Further goals are improved customer services, establishment of internal procedures for staffing and classifications, and strengthened partnerships with HQ offices. The organization is continuing to make progress and is partnering with the CFO to meet the challenges. Succession planning is in progress. Fourteen actions have been completed and 16 actions are in process. HR efforts have yielded a significant number of qualified candidates. Proactive recruitment is in place. Next steps include continued meetings with HR and CFO. Ms. Sykes commented that the effort is about halfway there; the best result thus far has been in the succession planning activities. Mr. Sutton noted that the root cause and corrective action plan needs to be loaded into CAPS; he added that simply, HR was busted, and the corrective action was to transform it. It has been very successful; much positive feedback has been received. In response to a question from Mr. Gregory, Ms. Sykes stated that her 15 FTE cut is the source of a different complaint regarding human resources. It was noted that HQ has been giving priority to CFO staffing. University outreach, job fairs, etc., have been moderately successful in attracting new employees. Mr. James Jennings commented that, initially, the Agency needed experienced people; it can now start hiring fresh-outs. There are good candidates. Ms. Sykes observed that NASA must compete with the private sector in terms of salary and benefits. 

Staffing at NASA HQ MC-04-02 - MC

Open OIG Recommendations MC-04-03

Mr. Jeff Sutton reported very good progress in this area. Recommendations unresolved over 6 months have been at or near zero since February 2003. Those open 1 year are also down where they should be. In November, the OC can discuss whether to take this off the list.  Mr. Cobb concurred with Mr. Sutton’s assessment; in effect this has been a performance management lesson. Mr. Gregory has essentially made the problem disappear through active interest. 

Open OIG Recommendations MC-04-03- possible removal of MC in November.
Review of Agency Rules MC-04-01

Mr. Jennings reported that this deficiency had been derived from a CAIB finding. The corrective action plan is to rid documentation of ambiguity. 12,280 documents were reviewed at NASA centers: ~700 were cancelled, ~1800 were revised, and ~9000 were retained as written. Documents will be reviewed periodically. As new documents are written, attention will be paid to precision of language. Mr. Jennings recommended closure as an MC after completion of the corrective action plan (CAP) in March. Mr. Cobb offered an OIG follow-up. Mr. Jennings commended staff on their efforts (accomplishing in 90 days what had previously taken 3years). 

Review of Agency Rules MC-04-01- MC
New Control Issues

Mr. Sutton sought a way to make mid-term changes on Internal Control assessments, but didn’t want the status meetings to reinvent the wheel; he therefore took an action to make a process improvement. Mr. Cobb recommended holding can pre-meetings to close out such items. Mr. Jeff Sutton reported a new management control concern, but didn’t want to formally add it to the list. There is still a tendency for officials in charge to change policy by letter, ignoring directives, etc. He planned to ask Mr. John Warner and Ms. Marcietta Washington to look at this issue over the next 3 months and determine whether there truly is a problem. Mr. Mike Wholley wants to add some language about vetting. It is unknown how many policy letters are being issued; there may or may not be an MC. Mr. Gregory noted that sometimes a letter is issued because policy is not evident. Mr. Sutton pointed out that there are guidelines for issuing interim policy that are not necessarily being adhered to. Ms. McNally suggested defining Agency policy as opposed to Science Mission Directorate, or other Directorate policy.

Declassification of National Security Information

Mr. Clint Herbert distributed a presentation package on declassification of national security information, and recommended it be carried forth as an MC. The MC has external implications. The Agency is failing to meet Executive Order 12958 to review and declassify documents (25 years or older) as they become eligible. Seven million pages of information are at issue in the HQ archives; this deficiency is not present at centers. HQ will not meet the mandate unless something is done. Root causes are: historically poor record-keeping and management, poor declassification guides, lack of resident expertise for older programs to do a good job of reviewing the older documentation, insufficient resources committed to the process, the time-consuming nature of the job, and staff concerns about personal liability. The CAP involves engagement of a contractor to the Central Intelligence Agency (CIA) to tag documentation for categorization. There is no simple way to segregate the documents into high vs. low risk categories. NASA can work with subject matter experts (SMEs) or Equity Holders and make some basic decisions; the current inventory is not well organized. Declassification guides are also being developed. To show good faith, NASA must increase contractor involvement to look at blanket declassification of some older documents. Mr. Jennings and staff are looking for money to accomplish this, and perhaps to meet the December 2006 window. Mr. Herbert urged AAs to take ownership of their documents. He was also looking for more contractor staff to go to NARA and categorize the documents. There is some training involved; what is really needed are more SMEs for the directorates, and more dedication of personnel; the effort requires knowledge of the old programs. Ms. McNally conceded that the Space Science legacy is a part of the backlog. She has been trying to figure out what can be done with contractor support and what had to be done with civil servants; her directorate was willing to contribute funds to the solution, and also wanted to see the formulation of a long-term solution. Ms. Sherry Buschmann mentioned that current material is maintained in an electronic library of all project documentation. Mr. Herbert reminded the OC that classified material must be maintained at a secure site, and added that the new NPR will contain explicit instruction on how to handle new material. 

Mr. Herbert proposed to enter the Document Declassification item into the system as a MC. Marcie Washington added that must the MC must be broad enough to include a reparative process in the CAP to prevent future problems.

Actions

Internal Control Assessment Process Improvement – Mr. Jeff Sutton – Due: March 31
Introduction of Document Declassification MC- Mr. Clint Herbert - Due:  March 31
Make Integration Risk List available to the IG- Ms. Lynn Cline- Due:  March 31
