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	Questionnaire		65�Reporting Requirements





The Inspector General Act of 1978, as amended, specifies reporting requirements for semiannual reports.  The requirements are listed below and cross-referenced to this report.





IG Act

Citation�

Requirement�

Page(s)������Section 4(a)(2)�Review of Legislation and Regulations. . . . . . . . . . . . . . �     51������Section 5(a)(1)�Significant Problems, Abuses and Deficiencies . . . . . . . �21-29, 43-47������Section 5(a)(2)�Recommendations for Corrective Actions . . . . . . . . . . . �21-29, 43-47������Section 5(a)(3)�Prior Recommendations not yet Implemented . . . . . . . .�34-41������Section 5(a)(4)�Matters Referred to Prosecutive Authorities  . . . . . . . . . �       3     ������Section 5(a)(5)

and 6(b)(2)�Summary of Refusals

to Provide Information . . . . . . . . . . . . . . . . . . . . . . . . . . �

 None������Section 5(a)(6)�List of OIG Audit Reports. . . . . . . . . . . . . . . . . . . . . . . .�     56������Section 5(a)(7)�Summary of  Significant Audit Reports . . . . . . . . . . . . .  �21-29������Section 5(a)(8)�Table--Questioned Costs. . . . . . . . . . . . . . . . . . . . . . . . .�     33������Section 5(a)(9)�Table--Funds to Be Put to Better Use . . . . . . . . . . . . . . .�     33������Section 5(a)(10)�Summary of  Prior, Unresolved Audit Reports. . . . . . . . �34-41������Section 5(a)(11)�Significant Revised Management Decisions. . . . . . . . . . �     32������Section 5(a)(12)�Significant Management Decisions With

Which the Inspector General Disagreed . . . . . . . . . . . . . �

     32��
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AUDITS

Activities	OIG Reports Issued	20

	DCAA Reports Referred to NASA Management by OIG	13  

	Other External Reports Referred to NASA Management by OIG	2  

	Management Letters Issued	7  



Impact	Recommended Better Use of Funds

OIG		$ 7.6 million

DCAA	 0

Other External	0

			TOTAL	 $ 7.6 million

	Questioned Costs

OIG		$14 .0 million                    

		DCAA	  $14.4 million

		Other External	0

			TOTAL	$ 28.4  million

			           TOTAL Audit Dollar Impact	$36 million





INVESTIGATIONS

Activities	Cases Opened	  114

	Cases Closed	152

	Cases Pending	290

	Hotline Complaints

		Received	35 

		Referred to Audits or Investigations	15 

		Referred to Inspections and Assessments	19 

		Referred to NASA Management	0   

		Referred to Other Agencies	0   

		No Action Taken	1   



Impact�	Indictments/Informations	20 

	Convictions/Plea Bargains/Pretrial Diversions	16 

	Cases Referred for Prosecution	15 

	Cases Declined	9   

	Cases Referred to NASA Management for Action	9 

	Cases Referred to Other Agencies for Action	1   

	Suspensions/Debarments

		Individuals	8 

		Firms	4 

	Administrative Actions 

		NASA Employees	8

		Contractor Employees	9  

	Recoveries	$21.0 million

	Funds Put to Better Use	    $3.6 million

			TOTAL Investigations Dollar Impact	$24.6 million



�Special Recognition





Outreach is an important liaison and networking tool for the Office of Inspector General  (OIG).  We in the National Aeronautics and Space Administration (NASA) OIG recognize the value in letting the community know who we are, what we do, how we do it, and most importantly, why we do it.  Outreach programs provide a positive environment in which to cultivate our relationship with the Agency and the private sector.  NASA OIG teams, with  the invaluable support of Agency staff, presented two outreach programs that deserve special mention. 



On March 11, 1997, a delegation of finance ministers representing both local and national-level Bulgarian finance offices visited the NASA OIG to learn first-hand about audit oversight of Government operations.  Bulgaria, which abandon Communism in 1991, was sponsored for the visit by the U.S. Agency for International Development.  As part of an agreement to receive funds from the International Monetary Fund, Bulgaria needed to demonstrate its good faith efforts towards capitalism and prudent money management by visiting America to study various government financial institutions and oversight bodies. The Bulgarians were intrigued to learn about the oversight role the OIG plays in monitoring how the Agency spends Congressionally appropriated funds.  However, they confessed that one of the highlights of their visit was Commander Michael Baker's discussion on his recent docking with the MIR (STS-81).  They said that they were amazed by his fluency in the Russian language.



We appreciate Captain Baker's guest appearance.  The energy and time expended by our team members Bruce Schmidt and Elaine Slaugh, Headquarters; Lee Ball, Langley Research Center OIG, was matched by the outstanding cooperation and work of Phyllis Love, Deputy Associate Administrator, and Matt Peterson, Office of Legislative Affairs, Outreach Division; Diana Chaney, Office of Space Flight, Space Flight Awareness Program; and Donna Felsenheld, Office of Public Affairs, Media Services Division, in making the Bulgarians’ visit a memorable experience and tremendous success.  The OIG thanks all the participants for their noteworthy contributions to this opportunity for international outreach.



Career Exploration Day took place at the Washington, DC Armory on March 13, 1997.  The event was the expanded vision of the NASA Office of Equal Opportunity Programs and Dr. Samuel Metters, Chief Executive Officer and Chairman of the Board of Metters Industry, Inc., as an outreach initiative for high school students in the Washington Metropolitan area.  The principle objective was to increase the students’ awareness of the value of the space program and of the various occupations that make each space mission possible.  NASA professionals along with representatives from other Federal agencies, colleges and universities, private industry and foundations staffed booths to disseminate information and hold mini-discussions with the students.  As an exhibitor, the OIG team developed and presented a continuous computer display program about the OIG, and distributed literature describing programs within the OIG and NASA.  The OIG staff fielded a variety of questions from members of the Junior Reserve Officers’ Training Corps and other students in attendance, most of whom were not aware that such an entity as the OIG exists within the Government. 



We recognize the hard work and professionalism displayed by the members of the OIG team--from the Goddard Space Flight Center (GSFC) Office, Special Agents Lance Carrington, Samuel Simpkins, and Kelly Maltagliati; Auditors Anthony Lawson and Timothy Bailey; from Headquarters Inspections and Assessments staff, Cameron Hahn; and Janet Campbell, Secretary to the IG.  We thank the following NASA staff for their significant contributions to our success in this opportunity to reach the public:  Kim Carter and the staff of the Headquarters Equal Opportunity and Diversity Management Office; Darlene Halt and her staff, GSFC Visitor Center; Robert Lane and his staff, GSFC Printing and Duplicating Team; and Janet Ruff, Chief, GSFC Office of Public Affairs, and her staff.



(Left)

OIG investigator and I&A staff member distribute information to students at NASA Career Exploration Day.

























						





(Right)

NASA OIG auditors discuss

career opportunities with attendee

at NASA Career Exploration Day.�

















































									





















Bulgarian Visit

Upper Photos, OIG Auditors; Lower Photos, Commander Michael Baker with the Bulgarian Finance Ministers
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This semiannual report summarizes the audit, investigation, and other activities performed by the OIG during the 6�month period which ended March 31, 1997, pertaining to programs and operations of the NASA.  The report is required by law for the purpose of keeping the Administrator and the Congress currently and fully informed.



During this reporting period, OIG audits and investigations have had the following measurable dollar impact:





  AUDITS�	•	Better Use of Funds:		$7.6 million�	•	Questioned Costs:		$14.0 million �	•	Total Audit Impact:		$21.6 million�	•	Cost Impact Per Auditor:	$0.2 million��   INVESTIGATIONS�	•	Recoveries:			$21.0 million�	•	Better Use of Funds:		$ 3.6 million�	•	Indictments:		20  �	•	Convictions:		16  �	•	Cost Impact Per Agent:		$0.5 million





AUDITS



An audit recommended that the Office of Aeronautics complete a facility charging policy and execute an agreement with the Department of Defense (DOD) to recover $20 million in wind tunnel testing costs.  (Page 24)



A survey of idle components identified $1.6 million in savings and a possible cost avoidance of $3.2 million by disposing of or cannibalizing an unused wind tunnel.  (Page 25)



The Agency fully disclosed to Congress the details of a revenue sharing agreement thereby avoiding a $14 million augmentation of its appropriation.  (Page 23)



An OIG audit alerted the Agency to enhance its cost, schedule, and technical performance tracking systems for the X33, a $1.1 billion project.  (Page 26)



In response to an OIG audit, the Agency acted to save $756,000 in refurbishment and reconstruction costs on contractor-leased facilities.  (Page 28)



NASA and two of its contractors have taken action to reduce inactive and excess property inventories valued at $180 million.  (Page 29)

 

Procurement fraud indicators in construction subcontracting identified over  $2.0 million in unsupported cost, of which at least $885,519 should be disallowed.  (Page 22)



User requirements and cost analysis does not support NASA’s plan to privatize Sounding Rocket Program.  (Page 28)





INVESTIGATIONS



A contractor withdrew $8.8 million in unallowable entertainment and other costs and agreed to pay $975,00 in penalties.  (Page 43)



As the result of a joint investigation, a fastener supplier agreed to pay $1.5 million in fines and $2.7 million to resolve civil false claims issues.  (Page 44)



A contractor voluntarily disclosed that it may not have complied with specified product testing requirements.  A joint investigation resulted in a civil settlement under which the contractor agreed to repay the Government $6.75 million.  (Page 44)



Two individuals plead guilty to Criminal Informations charging them with fraud and related activity in connection with computers.  (Page 47)





INSPECTIONS AND ASSESSMENTS



We identified areas of improvement for the Aerospace Safety Advisory Panel.  (Page 19)



In cooperation with an independent Headquarters team, we completed a comprehensive study recommending better use of the NASA-1 aircraft.  (Page 20)



We reviewed implementation of ISO-9000 certification processes. (Page 20)

�PARTNERSHIPS AND ALLIANCES



During this period, we received management’s response to our review of NASA’s new technology reporting (NTR) program.  Management confirmed the importance of the NTR program and will report further to the OIG in July 1997.  (Page 17)



We initiated an OIG review into NASA’s use of cooperative agreements with commercial large business firms.  (Page 18)



�

High Risk Areas and Material Weaknesses





The OIG continues to focus attention on material weaknesses and areas of significant concern reported under the Federal Managers' Financial Integrity Act (FMFIA) and areas of material nonconformance considered by the OIG to be reportable under the FMFIA Act.





FINANCIAL MANAGEMENT SYSTEMS



NASA continues to report the financial management systems area as a material weakness and is continuing an aggressive corrective action plan to establish an Agencywide system by FY 1999.  The corrective action plan has been expanded to include the aircraft cost-accounting codes developed in response to the significant area of concern reported last year.  While NASA’s accounting coding structure has been revised to appropriately provide for the collection of the necessary data regarding its aircraft, some NASA Centers’ accounting systems cannot collect the data until the implementation of the Agency’s financial management system.



The OIG contracted with an independent auditor (IPA) to conduct the Agency’s FY 1996 financial statement audit.  The IPA’s report on internal controls stated that NASA’s financial reporting processes and procedures need to be improved to ensure the information accuracy and operational effectiveness.  NASA management is working with the IPA to implement improvements.



In addition, NASA continues to report the area of estimated cleanup costs for environmental waste sites as a significant management concern.  The Agency has revised cost estimates for cleanup of hazardous waste sites and is currently refining site-specific cost estimates, using improved parametric models.
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The National Aeronautics and Space Act of 1958 gave the Agency responsibility for the Nation’s aeronautical and space activities, except those activities primarily associated with defense that fall under the purview of the DOD. The research and development activities of NASA are directed and managed from Headquarters in Washington, DC; eight field installations; the Jet Propulsion Laboratory (a Federally-funded research and development facility); and several component installations.  Although NASA provides funds for and manages research and development, contractors execute the majority of these activities.  In FY 1997 NASA is downsizing and reorganizing.  As of January 1997, NASA employs 19,693 civil servants and approximately 170,000 on- or near-site support services contractor employees.  NASA budget authority for this fiscal year is approximately $13.8 billion.



ROLE OF THE INSPECTOR GENERAL



The NASA OIG, established by the Inspector General Act of 1978 (PL 95-452), as amended, performs a balanced program of audits, investigations, inspections, and other activities to assist NASA management in promoting economy, efficiency, and effectiveness in the administration of its programs and operations.  Since NASA allocates about 88.4 percent of its obligations to procurement, a significant amount of OIG activity is directed toward procurement effectiveness and irregularities, and contract fraud.  The OIG conducts independent audits and investigations of NASA’s programs and operations.  We work jointly with other Offices of Inspector General, other Federal agencies, and investigative and audit entities when concurrent jurisdiction exists.  The Inspections and Assessments staff to review management and program processes before problems arise.



The OIG is organized into four major units:  Audits, Investigations, Partnerships and Alliances, and Inspections and Assessments.  Our staff is located at NASA Headquarters and at nine NASA installations.  Approximately 80 percent of the staff are assigned to field offices.  Working under the general direction of the Inspector General (IG), the Assistant Inspectors General for Auditing (AIGA); Investigations (AIGI); Partnerships and Alliances (AIGPA), and Inspections and Assessments (AIGIA) are responsible for the development, implementation, and management of their respective programs.



As NASA continues to downsize, establish new priorities, and modify its programs and operations within proposed budget constraints, the OIG will concentrate staff resources on those programs and operations identified as the most critical and vulnerable to fraud and abuse.  Audits will be prioritized and selected to evaluate programmatic, operational and financial management concerns, information technology systems and operation, and other vulnerabilities.  The computer crimes division of the investigations program will investigate computer intrusion and crimes in which a computer was used as an implement of the crime.  Investigative matters will be approached on a programmatic, priority basis to identify preventative initiatives.  The Inspections and Assessments staff will continue to assess and evaluate the efficiency and effectiveness of NASA’s support processes.  They will also work issues of Congressional concern and matters of high Agency vulnerability as identified by the OIG.  The Partnerships and Alliances staff will monitor NASA’s partnering activities and review significant activities.



DEBT COLLECTION



The Senate Report accompanying the supplemental Appropriations and Rescissions Act of 1980 (PL 96-304) requires Inspectors General to report amounts due the agency, and amounts overdue and written off as uncollectible.



The Financial Management Division provides this data each November for the previous fiscal year.  For the period ended September 30, 1996, the receivables due from the public totaled $6,565,432, of which $1,800,591 are delinquent.  The amount written off as uncollectible for the period October 1, 1995 through September 30, 1996, was $7,508.



ADMINISTRATION



Sections 6(a)(6) and (7) of the Inspector General Act, as amended, delineate the Inspector General’s personnel management authority, subject to the provisions of Title 5, United States Code.  Section 6(a)(8) provides the Inspector General authority to enter into contracts and other arrangements for audits, studies, analyses and other services with public agencies and with private persons, and to make payments as may be necessary to carry out the provisions of this Act.  The Inspector General Act Amendments of 1988 provide a separate appropriation account for each OIG.



The OIG’s internal administrative and support operations are directed and managed by the Director, Resources Management Division (RMD), who advises the IG and all other OIG managers and staff on administrative, budget, personnel, management, and oversees OIG adherence to management policies.  Under the Director’s guidance, the OIG exercises full, autonomous personnel and budget authority.  The RMD provides OIG employees with administrative support and coordinates the acquisition of state-of-the-art electronic data processing and office automation equipment and capabilities.



TRAINING



We began a series of All Hands Video Teleconferences.  The teleconferences provided a cost-effective forum for idea exchange and training.  Some of the topics we covered were investigative sources of information; NASA information research tools; subcontracting management; search warrants/search warrant procedures; and RaDiUS, an application on the World Wide Web that helps users to understand Federally-supported research and development.

    

During the week of November 18-22, 1996, MIS Institute of Framingham, Massachusetts, conducted introductory Information Technology (IT) training for our new IT audit group.  At our invitation, several auditors from other OIG offices also attended.  We enhanced our knowledge of IT auditing concepts and responsibilities.  The class addressed management concerns and information systems loss potential, IT controls, and IT auditing standards.  MIS also provided the auditors with an overview of information technology concepts, including end-user computing, networking, application software, operating systems, database management, and data communications.  The auditors learned about data center operations, administration, scheduling, physical security, software change control, incident reporting, and disaster recovery.  They were introduced to control concepts necessary to ensure accurate, reliable, and efficient processing, such as capacity planning, system performance, and hardware/software maintenance.









�

Cooperation With Management





The OIG maintained a balance between preserving its independence while forging a cooperative working relationship with NASA management.  As such, we are reexamining our procedures and processes to become more collaborative as we work with NASA management.  We continue using audit products such as management letters.  These early warning letters provide management, on a real time basis, notice about emerging concerns so that the Agency can take corrective action.



We continue to expedite our review of allegations brought to our attention and refer to NASA management those complaints that do not warrant further OIG activity.  During this period, one such matter was referred.  NASA managers reviewed this referral along with previous referrals.  Following the review, NASA management along with contractor managers, initiated disciplinary actions against 11 individuals.  The disciplinary actions include five oral reprimands, two written reprimands, and four suspensions.



The following are other examples of OIG actions during this reporting period which demonstrate our commitment to use our expertise so that NASA management can perform more efficiently.
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--	Issues Identified During Review of the Agency’s Space Shuttle Restructuring Effort.  While participating as auditor-advisor to the Shuttle Flight Operations Contract (SFOC) Acquisition Team which is negotiating the merger of multiple contracts into one, we developed issues which resulted in five management letters.  They were as follows:



	(1)  Fee Forfeiture Upon Loss or Catastrophic Damage to Shuttle Resources.  The OIG determined that the request for proposal (RFP) of the SFOC lacked a provision providing for adequate fee forfeiture in instances of contractor loss or catastrophic damage to shuttle resources.  We drafted a management letter which stated that NASA should modify the fee structure in the RFP to provide for a significant forfeiture of fee upon loss or catastrophic damage to shuttle resources, regardless of when such loss may occur.  NASA included language in the negotiated contract which provides for the forfeiture of award fee for the full award fee period in which the catastrophic damage occurs and any performance fee associated with that particular mission.



	(2)  Access to Aerospace Safety Advisory Panel (ASAP) Members Visiting Kennedy Space Center (KSC).  While monitoring the ASAP review of the SFOC, the OIG determined that actions by the KSC ASAP Coordinator could be perceived as management suppressing the viewpoints of its employees.  The OIG drafted a management letter which stated that KSC should provide assurance to its workforce that management will not intervene to control access to the ASAP.  Management was responsive to our observations and suggestions.



	(3)  Provisional Billing Rates and Reimbursement Ceiling Rates.  The OIG prepared a management letter stating that NASA and the SFOC contractor should negotiate an advance agreement on Provisional Billing Rates and Reimbursement Ceiling Rates that is in the best interest of the Government.  In response, NASA management placed ceilings on the overhead and general and administrative (G&A) rates in an effort to control indirect costs.



	(4)  Unrealized Award Fee Reduction to Space Operations Contract (SOC).  During our review, we noted that NASA could lose the cost benefits from a $10 million credit reduction to the available award fee on the SOC when it is transferred to the SFOC.  We prepared a management letter which stated that NASA should ensure that any unrealized award fee reductions stipulated by prior contracts are not forfeited but adequately captured during SOC negotiations.  The Agency responded that unrealized cost benefits were adequately captured as the contractor renegotiated its leasing arrangements and provided NASA with additional consideration.



	(5)  SFOC Billing and Payment.  A management letter was issued to the Contract Acquisition Team summarizing our concern that NASA receive consideration for frequent billing and expedited payment on the SFOC.  The Federal Acquisition Regulation (FAR) provides for negotiating frequent billing and expedited payment terms into contracts as long as appropriate consideration is received.  We were concerned NASA would negotiate such terms into the 6-year SFOC.  Negotiating such terms inside of long-term contracts should be avoided because the cost of money cannot be predicted over such a long period.  Therefore, we issued a management letter suggesting that NASA avoid putting such terms inside the SFOC and encourage the use of discounts at the time of billing.  The Contract Acquisition Team considered our suggestions, but chose to negotiate expedited payment terms into the contract.  The team stated that NASA had received adequate consideration from the contractor in the form of fee concessions. 



--	Improved Accounting Treatment for Orbiter Maintenance Down Period Costs.  The OIG reviewed the accounting treatment for Orbiter Maintenance Down Period (OMDP) costs.  OMDP costs include both maintenance and modification costs.  We determined that NASA was erroneously including maintenance costs in its orbiter asset account balances.  Thus, a significant portion of the OMDP costs were inappropriately included in the value of orbiter vehicles on Agency financial statements.  We drafted a management letter which stated that NASA should ensure that the accounting for maintenance and modification costs applicable to future OMDP’s meets the intent of its internal accounting policies as well as the new Federal Accounting Standards for reporting assets.  Management was responsive to our suggestions. 



--	High Speed Research Prime Contractor Performance.  During our review of high speed research contract at the Lewis Research Center (LeRC), we prepared a management letter to inform the Center that the amount of subcontract competition under the research contract was low.  We also reported that we observed little evidence was observed of LeRC’s monitoring subcontracting competition.
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As part of our audit of the Russian Liaison Office, we created a database of official trips taken by NASA employees to Russia.  We shared this database with the NASA Office of International Affairs as a management tool to assess the efficiency and effectiveness of official travel to Russia by NASA employees.
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As NASA continues to address downsizing and budget reductions, it is expanding partnership and alliance activities to achieve its mission to advance scientific knowledge, explore space, and conduct aeronautics and space research.  Current fiscal constraints are forcing NASA to review and reevaluate how to best achieve its mission.  For more than  75 years, NASA and its predecessor organization have worked collaboratively with other Federal and state agencies, industry, and educational institutions to effectively conduct research and disseminate information.  As directed by Congress, its advisory committees, the National Performance Review, and others, the Agency is seeking mechanisms and processes to work with other entities to combine resources, technical knowledge and capabilities, and facilities to provide optimal technological and scientific return within available funding.  This strategy has been integrated into the NASA Strategic Plan and the plans of its five enterprises.



Given the importance of partnerships and alliances to the Agency, the OIG established a partnerships and alliances program to address such relationships.  The overall objectives of this program are to:



assist NASA management, where appropriate, to foster and implement partnership and alliance initiatives, both internal and external;

assess the effectiveness of partnership and alliance initiatives and programs; and

establish partnership arrangements with OIG's of other agencies that are working with NASA management to assess programmatic issues and results.



The partnership and alliances program is designed to afford the OIG the opportunity to provide proactive assistance and information to NASA managers by identifying opportunities to foster, expand, and enhance partnership activities.  Using available OIG resources and partnering with other OIG’s on issues of mutual concern and interest, this program will be carried out in various ways (audit, inspection, study, review, etc.) and supplemented, as needed, to enable a thorough analysis of the issue, program or function being examined.



Review of NASA's New Technology Reporting.  This review assessed the required reporting of new technologies developed on NASA’s large business contracts.  Our assessment concluded that NASA’s new technology reporting process faces significant obstacles that prevent it from fully supporting the Agency’s commercial technology mission.  We determined that a thorough reassessment was needed as the new technology reporting process is not as effective as it should be--it lacks Agencywide direction and management support.  During this period, NASA management provided its response to the report.  In response, the NASA Commercial Technology Management Team (NCTMT) developed a plan reviewed by the Office of Procurement that details actions and milestones that will be undertaken to improve the NTR program.  Management confirmed that the NTR program is critical to capturing new and innovative technologies produced for NASA's mission.  When fully implemented, the NTR program will ensure that NASA has a more effective and efficient system.  The plan's last milestone includes a report to the Inspector General in July 1997.  Upon receipt of this report the OIG will conduct sufficient follow-up activity to assess the effectiveness of the revised NTR program.



Review of Cooperative Agreements With Commercial Firms.  During this period, we initiated a review of NASA's use of cooperative agreements.  NASA foresees increasing the use of cooperative agreements and views the procurement instrument as a way to partner with for-profit organizations and assist those firms to advance and commercialize technologies in which the Government has unique capabilities.  This review will address NASA's application, implementation, management, and results achieved from using cooperative agreements with large businesses.
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As NASA continues to change the way in which it carries out missions and conducts business, the Inspections and Assessments (I&A) staff will provide constructive analyses of Agency programs, projects, and organizations.  The I&A program is designed to conduct comprehensive assessments of policy, processes, structures, and operations to determine whether resources are effectively managed and applied toward accomplishing their program goals and objectives.  An I&A inspection may also encompass a focused review of a specific management issue or plan. Most I&A activity is intended to be “rapid response,” i.e., completed in no more than 180 days, and provide NASA management with a practical review of its processes and procedures.



During this reporting period, I&A broadened its outreach by designating full or part-time staff at several OIG field locations.  These staff members will serve as general liaisons to local managers and employees, and as points of contact for receiving and referring cases.  The use of special agents and auditors as I&A points-of-contact illustrates the continuing effort to team with other elements within the OIG.  We also expanded staff expertise by adding permanent personnel with skills in specialized fields such as contracting and procurement, information systems security, financial management, and information resources.



ADMINISTRATIVE INVESTIGATIONS

Our cases include allegations of official bias in the conduct of Government business, misuse of Government-furnished equipment, leaks of acquisition-sensitive information, violations of the Standards of Conduct, failure to pay just debt, and violations of time and attendance rules. We handled 53 new reports of suspected or alleged misconduct during this period.  In addition, 17 administrative investigations were carried over from the previous reporting period.  Of these 70 cases, 32 have been closed.



INSPECTIONS & ASSESSMENTS



Significant inspection and assessment activities during this reporting period include:



NASA Aerospace Safety Advisory Panel.	An inspection of the NASA ASAP found that the concept is widely supported and that an independent and respected ASAP is viewed as a necessary and vital component of NASA‘s program management and Congressional interface.  However, the ASAP would be enhanced by a steady infusion of new members with broader bases of expertise, backgrounds, and viewpoints.



NASA-1 Aircraft.  An I&A team completed a comprehensive study of the use, cost, and regulatory compliance of the NASA-1 aircraft.  The draft report reviewed by management identifies several cost-effective alternatives to the current operation.  The study was conducted in cooperation with an independent Headquarters team commissioned by NASA management.  NASA management is implementing the changes recommended by both the OIG and NASA teams.



ISO-9000 Contracting.  NASA’s initial effort to implement ISO-9000 certification processes via contract were reviewed.  A draft report recommends the development of an integrated, comprehensive procurement strategy for both pre-assessment and third-party certification requirements.  The draft recommendations urge that ISO-9000 contracting efforts fully comply with NASA’s Consolidated Contracting Initiative to avoid costs related to duplication of effort.



Ongoing Activities.  I&A activities during the report period include: 

an assessment of the mission and cost effectiveness of the fleet of T-38 aircraft supporting astronaut flight readiness training; 

a review of the astronaut selection and mission assignment processes; 

an inspection of NASA property survey boards and officers;

a review of microcomputer disk drive clearance during the property disposal process, and

continued monitoring of NASA downsizing activities.



UPDATES OF PREVIOUSLY REPORTED ASSIGNMENTS



American Express Travel Card.  As a result of our inspection of NASA’s administration of the American Express Travel Card, 40 individual investigative referrals were made to management regarding failure of employees to pay travel charges in a timely fashion.  NASA management responded appropriately.  Employees have had card privileges canceled; have been admonished, reprimanded or suspended,; and have completed payment or are in the process of repayment of travel card debts. 
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Section 5(a) of the Inspector General Act, as amended, delineates those areas to be covered in the semiannual report including identification of significant problems, abuses, and deficiencies relating to the agency's programs and operations and the recommendations made in the current reporting period with respect to those issues.  In 1980, the Senate Committee on Appropriations directed the Inspector General to include in the semiannual report a summary of unresolved audits.



OIG audits evaluate the economy, efficiency, and effectiveness with which NASA programs and operations are performed and managed at all NASA installations and by NASA contractors and grantees.  During this period, the OIG issued 20 audit reports that addressed program and operational areas with high vulnerability of risk and impact on NASA operations, internal control weaknesses, and other management deficiencies.  Appendix I lists these reports.  Because many of NASA's major contractors are also DOD contractors, the services of the DCAA are relied upon for most audits of contractors.  The OIG, in coordination with the DCAA, has expanded its audit coverage of NASA contractors for many reasons, including: issues reported in OIG audits and investigations, the importance of contractors in performing NASA's mission, continued use of on-site contractors to provide support services to NASA, and the significant impact contractor data has on NASA's financial statements.



Audits of NASA grants and contracts at most educational and nonprofit institutions are performed by public or state auditors with cognizant Federal agency oversight.  Audit reports provided to the OIG are reviewed, and those containing significant issues are referred to NASA management.  Appendix II lists 13 DCAA and 2 external audit reports that were referred by the OIG to management during this period.  Information on all DCAA reports issued and action taken by NASA management during the 6-month period is contained in Appendix III.



Management letters are used to quickly bring matters to the attention of NASA management.  During this reporting period, the OIG issued seven such letters.  These letters are described in the "Cooperation With Management" section on Page 14.



The CFO Act of 1990 (PL 101-576) requires: (1) Federal agencies to produce certain financial statements beginning with FY 1991, and (2) the OIG of those agencies to either audit or provide for an external auditor to audit those statements.  To meet its responsibilities under the CFO Act, the OIG contracted with a public accounting firm to conduct the FY 1996 financial statement audit and actively monitored its work. 



The following are significant audit matters during this reporting period.



�











SHUTTLE PROCESSING

SUBCONTRACT AUDIT

IDENTIFIES FRAUD INDICATORS 



The audit of the Lockheed Space Operations subcontracting function under the KSC Shuttle Processing Contract identified a significant number of fraud indicators in two construction subcontracts valued at a total of $7.0 million, including a successful quotation exactly matching the in-house cost estimate.  Taken by themselves, these indicators are not necessarily evidence of procurement fraud.  However, the combination of several fraud indicators present in the two construction subcontracts should have alerted the Shuttle Processing Contractor (SPC) and the KSC Contracting Officer to the possibility of unlawful acts. We recommended that management address the procurement fraud indicators identified in this audit and review $2,076,073 in unsupported cost, disallowing at least $885,519.  Management concurred with our recommendation. 



IMPROPER USE OF 

THE GOVERNMENT CREDIT CARD



An audit survey conducted KSC determined that the Logistics Operations Directorate split a procurement for computers into 80 single purchases, thereby enabling each purchase to fall below the credit card limit of $2,500. The FAR prohibits splitting requirements aggregating more than the single purchase limit of $2,500.  The 80 computer systems cost $167,925.  We recommended clarification of the term “single purchase” and that the Directorate staff receive training on this section of the FAR.  The Associate Administrator for Procurement concurred and has issued NASA-wide procurement guidance.





�

�









OIG AUDIT WORK ON THE

INTEGRATED FINANCIAL

MANAGEMENT PROJECT



In February 1995, NASA began the Integrated Financial Management Project (IFMP) to develop a fully integrated financial management system through the purchase of commercial-off-the-shelf-software.  An audit of the early phases of the IFMP showed that management can improve the project’s cost effectiveness and be consistent with management objectives by:  (1) conducting functional and overall risk analyses as part of the requirements definition, (2) performing and documenting a comprehensive analysis of alternatives for meeting IFMP requirements, (3) modifying project plans to include several key cost issues and alternatives, and (4) preparing a more realistic project schedule.  NASA management generally concurred with the recommendations.  The OIG continues to work with management throughout the IFMP development lifecycle.
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OIG QUESTIONS $14 MILLION  

FROM REVENUE SHARING AGREEMENT

WITH A COMMERCIAL PARTNER



NASA deposited more than $14 million of Commercial-Band (C-Band) revenues into an account rather than forwarding the money to the U.S. Treasury general fund.  The Agency received these funds from a revenue sharing agreement with Columbia Communications Corporation, a commercial contractor, for the lease of tracking and data C-Band capacity on two NASA satellites.  NASA’s treatment of the proceeds could be viewed as an augmentation of the Agency’s appropriation.  NASA had not included the C-Band revenues in its annual program operating plans nor used the revenues to offset C�Band support costs as required by law.  We recommended that NASA (1) fully disclose the revenue sharing arrangement and seek Congressional authority to use the C-Band revenues, or (2) record the funds as miscellaneous receipts and deposit them into the U.S. Treasury general fund.  The NASA Administrator in a letter to Congress fully disclosed the NASA-Columbia agreement and the Agency's application of the revenues generated by this agreement. 



SPACE STATION PROGRAM MANAGER 

STANDARDIZES CONTRACT CHARGE

PROCESS TO MEET AGENCY GOAL



Space Station program officials did not assign responsibility for meeting the Agency’s goal of 180 days for definitizations of contract changes.  As a result, Space Station management did not identify and remedy impediments to timely definitizations of contract changes.  Timely definitizations of changes are essential for achieving stable cost baselines and for controlling costs.  In response to our recommendations, the program manager assigned responsibility for timely definitizations of changes to the program’s procurement officer.  The officer is actively reviewing program and contractor policies and procedures to implement a standard process of definitizing contract changes within the 180-day timeframe.
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RECOVERY OF $20 MILLION

IN FACILITY CHARGES

RECOMMENDED



For decades, NASA absorbed the costs for tests conducted in its wind tunnels for the DOD and associated contractors.  Due to NASA’s recent budget reductions, the Office of Aeronautics (OA) took action to start charging DOD for its facility use.  The OA selected DOD's Joint Strike Fighter (JSF) program to initiate charge-back practices because their aircraft development program required significant use of NASA's test facilities.  An OIG audit found that OA was about to begin the JSF tests without defining which cost elements it would recover.  Also, it had not executed an agreement with DOD to specify each party's responsibilities, liabilities, and reimbursement requirements.  Consequently, OA risked losing recovery of the estimated $20 million wind tunnel testing costs.  We recommended OA complete the facility charging policy and execute an agreement with DOD to recover testing costs.  Management agreed to complete an interim facility charging policy.  Furthermore, NASA agreed to pursue the larger issues of an Agency-wide policy and regulatory and legislative changes needed to allow retention of the amounts collected.



�$1.6 MILLION SAVINGS IDENTIFIED;

$3.2 MILLION COST AVOIDANCE

POSSIBLE FROM IDLE COMPONENTS



NASA guidelines require justification for the extended storage of idle equipment.  An OIG survey of an idle, 21-inch Hypersonic Wind Tunnel revealed that the LeRC had stored tunnel components for an extended period without having a firm future program requirement. While a program need did not exist, we did find the tunnel components had a residual value.  In fact, LeRC plans to use one component to upgrade its central air system resulting in a savings of approximately $1.6 million.  By making use of or disposing of the remaining tunnel components, NASA would avoid additional future costs of approximately $3.2 million relating to reactivation, operation, and storage of the tunnel.  Accordingly, we recommended LeRC management identify customers that could use the tunnel components and dispose of the tunnel in the most economical manner.  Center management concurred with the recommendations.  The OIG will continue to monitor the disposition of the tunnel.





WORK FORCE PLANNING

IMPROVEMENTS IDENTIFIED



NASA's aeronautics Centers did not have a system to adequately plan and report civil service labor.  The Centers considered civil service labor a "free" resource and therefore did not include it in cost estimates for NASA programs and projects.  They did not emphasize the importance of developing reasonable estimates and accurately recording time charges against aeronautics programs.  Consequently, aeronautics managers lacked accurate and reliable data for use in planning, decision making, and evaluating their programs.  The planning and reporting of civil service labor is linked to the development of NASA's financial management systems.  NASA is developing an integrated financial management system that will include full-cost accounting.  Under full-cost accounting, the Centers will include civil service labor in total program costs.  We recommended five improvements in work force planning and labor collection.  Some of the suggested improvements were thatmanagement:  (1) issue guidance on aeronautics-unique planning policies; (2) establish standards for implementing labor distribution and collection procedures in both IFMP and full-cost accounting; and (3) establish aeronautics workforce planning.  Management agreed with the recommendations.



�NEED FOR ENHANCEMENT OF

INFORMATION TRACKING

SYSTEMS FOR $1.1 BILLION

REUSABLE LAUNCH VEHICLE PROJECT



NASA’s Reusable Launch Vehicle (RLV) Program is a partnership between the Federal Government and private industry to produce low cost space transportation.  The X-33 Project is one design concept of the RLV Program which is envisioned to be a prototype model for the replacement to the Space Shuttle.  An OIG audit of NASA's $1.1 billion RLV X-33 project found a critical need for cost control.  The X-33 project has 19 partners - 5 contractors led by Lockheed-Martin and 14 Government entities led by NASA.  The audit identified over 250 task agreements associated with the $1.1 billion and a need to develop comprehensive information systems to track cost, schedule, and technical performance.  NASA management concurred and began enhancing its electronic information system, COSTRACK.





IMPROVEMENTS IDENTIFIED IN

SUBCONTRACT PRICING

AND CONSENT PROCEDURES 



Subcontract activity was a major part of the $216 million High Speed Research Enabling Propulsion Materials Project.  Proposed subcontract costs were about $66 million.  The FAR requires a full analysis of subcontract costs in the pre-award phase of a contract.  We found that the Government had audited only $10 million of the subcontract costs.  The technical analyses of these costs were also inadequate.  Thus, the Agency may not have obtained a fair contract price for this work.  



Certain subcontracts require contracting officer (CO) consent.  The CO must document the basis for granting consent.  However, we found little documentation in the contract files to support the consent decision, and we often could not determine the extent or sufficiency of the CO's review.  



Our audit work also hastened a contract modification that improved contractor oversight.  We recommended four improvements in subcontract pricing and consent procedures.  Management agreed with all the recommendations. 







�$0.6 MILLION CONTRACT 

AWARDED AFTER CONGRESS

TERMINATED FUNDING



An audit conducted determined that Ames Research Center (ARC) management continued to support the Search for Extraterrestrial Intelligence (SETI) Institute's High Resolution Microwave Survey Program after Congress took actions to terminate NASA funding for the program.  Specifically, ARC awarded a $0.6 million contract to purchase equipment which ARC intended to lend to the Institute.  We recommended that NASA obtain Congressional approval to lend the equipment to the SETI Institute, and barring such approval, find another use for the equipment.  In addition, the audit disclosed that ARC had continued to fund a separate $0.5 million contract, awarded before Congress terminated funding, in continued support of the Institute, even after Congress terminated funding for the program.  We recommended that ARC direct the contractor to cease work on the contract, and expedite the contract close-out process.  NASA management concurred and closed the contract on September 17, 1996.  We will continue to monitor this issue.







CALTECH INTER-DIVISIONAL

SERVICES COSTS

NEED IMPROVED CONTROLS



The California Institute of Technology (Caltech), has operational responsibility for the Jet Propulsion Laboratory (JPL).  An audit found that Caltech was not exercising proper controls over inter-divisional services.  Specifically, (1) JPL permitted Caltech campus services to begin work before it was authorized, (2) none of the 62 Caltech cost proposals for services were reviewed for reasonableness by JPL, and (3) Caltech incurred costs which exceeded the authorized funding levels (overruns).  As a result, NASA lacks assurance that it is paying a reasonable price for Caltech services.  We made two recommendations to NASA management that should provide greater assurance that Caltech is following its own procedures for inter-divisional services.  NASA management concurred and has implemented corrective actions which satisfy the intent of the recommendations.



��









MANAGEMENT CONTROLS 

OVER CONSTRUCTION CONTRACTS 

NEED IMPROVEMENT



A Congressional request prompted an OIG audit into contract management on a procurement with Blake Construction Company.  The contract was for construction of a $30 million Earth Observing System Data and Information System building at the GSFC located in Greenbelt, Maryland.  The audit concluded that (1) prompt change order definitization could more effectively control contract cost, (2) recovery actions should be considered for building design errors, omissions and conflicts, and (3) better use of Research and Development funds could be achieved.  NASA management concurred with the report recommendations and has either taken or planned responsive actions.  Successful implementation should improve controls on another recently awarded $36 million contract for the GSFC Mission to Planet Earth, Earth System Science building.





PLAN TO PRIVATIZE NASA’S

SOUNDING ROCKET PROGRAM

NOT SUPPORTED



In an effort to reduce infrastructure costs and staffing levels, the Agency developed a plan to privatize the Sounding Rocket Program at the Wallops Flight Facility.  An audit of NASA’s determination and plan to privatize this program revealed that the decision to privatize was not supported by cost comparison or program impact analyses.  We recommended that NASA conduct appropriate analyses to determine if the proposed privatization is financially and programmatically advantageous to the Government.  The Agency concurred with our recommendation and intends to implement the appropriate cost comparison and program impact analyses.  The OIG will review the analyses to ensure that the actions taken regarding the Sounding Rocket Program serve the best interest of the Government.
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OVER $755,000 SAVINGS IDENTIFIED  

ON CONTRACTOR-LEASED FACILITIES



NASA’s LeRC could be incurring excessive lease costs on two contractor-leased facilities in Ohio.  One LeRC contractor, Analex, Inc., submitted a proposal totaling $164,000 for reconstruction work.  However, an audit found that the City of Cleveland was planning to purchase the building and destroy it to make room for a runway expansion.  Another LeRC contractor, Cortez III, requested NASA to pay refurbishment costs of $1.0 million for their leased facility.  Although the original documentation called for refurbishment costs of $250,000, auditors found no documentation to support the increased cost of $1.0 million.  Subsequent bids for refurbishment received by the Center showed that the $1.0 million requested by Cortez III was overstated by $591,626.  As a result of our audit, we recommended that NASA’s Procurement Office (1) deny Analex, Inc.’s request for reconstruction funds and (2) reevaluate the Cortez III request for refurbishment costs and determine whether these costs were allowable and reasonable.  Management concurred, and decided not to proceed with the reconstruction.  Management also concurred with the intent of recommendation (2) and took appropriate action.





SURVEY RECOMMENDS REDUCTION

OF EXCESS PROPERTY VALUED

AT $180 MILLION



An audit survey of NASA-owned property located at Rocketdyne and Thiokol facilities identified inactive or excess property warranting immediate disposal.  As a result, NASA management and Rocketdyne took prompt action to initiate the disposal of 30 inactive controllers (items of space hardware used in the Space Shuttle Main Engine program) valued at approximately $111 million.  NASA management and the contractors also took aggressive action to reduce other inactive or excess inventories.  At Thiokol, NASA management plans to dispose of an estimated $69 million of filament wound cases and pre-51L steel case motor segments (items of space hardware used in the Reusable Solid Rocket Motor program) by the end of FY 1997.









�External Audit Reports Referred to NASA Management





The following reports contained significant matter reported by the DCAA.  The reports were forwarded to NASA management for appropriate resolution and OIG followup.
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$9.7 MILLION OF

INCURRED COSTS QUESTIONED



DCAA auditors reviewed FY’s 1993 and 1994 incurred costs claimed by a contractor and questioned a total of $32,272,000 in both pool and base costs.  Of this amount, NASA’s share is $9,681,600. DCAA found that the contractor included unallowable costs in the claimed fringe benefits, indirect, general and administrative (G&A) and cost of capital expenses.  NASA contract management is working with DCAA and the administrative contracting officer, to ensure that these questioned costs are resolved.





$45,595 OF

INCURRED COSTS QUESTIONED



DCAA auditors reviewed FY’s 1992 and 1993 incurred costs claimed by a NASA contractor and questioned $22,560 of direct labor costs and $23,035 of legal expenses included in the G&A expense category that were charged to a NASA contract.  The contractor concurred with the questioned legal expenses of $23,035, but nonconcurred with the $22,560 of questioned direct labor costs which represent unreasonable executive compensation under the FAR.  NASA management, the cognizant DCAA auditors, and the contractor are working to resolve the questioned costs.



$226,000 OF

INCURRED COSTS QUESTIONED



DCAA auditors reviewed FY 1992 incurred costs claimed by a contractor and questioned $226,000 of cost directly related to a NASA contract.  The contractor prepaid a subcontract vendor during 1992, and booked the costs to the contract.  The contractor also booked all the invoices that related to the prepayment to the vendor for the contract.  A reversing adjusting journal entry was not made until FY 1993, which caused a double charge to the contract of $226,000 in FY 1992.  The contractor concurred with the finding.  We are awaiting NASA management’s response concerning actions planned or taken to address this issue. 
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$344,962 OF 

INDIRECT COSTS QUESTIONED



DCAA questioned $15,031,000 of a NASA contractor’s FY 1994 proposed indirect expenses.  DCAA sustained approximately 27 percent of questioned costs.  Of this amount, NASA’s share is $344,962.  DCAA questioned the contractor’s allocation and classification of various pool and base costs within its rate structure.  NASA contract management is working with the administrative contracting officer to ensure that these questioned costs are resolved.
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$3.3 MILLION OF 

CONTRACTOR’S ANNUAL

COSTS QUESTIONED



DCAA questioned $4,224,972 of a contractor’s annual costs related to a disproportionate upper management span of control compared to total employees.  DCAA found that between FY 1989 and February 1996, the number of functional executives increased 19 percent and the number of program directors and executives increased 38 percent, while overall staffing levels decreased 44 percent.  DCAA estimates an annual cost avoidance of $4,224,972 of which, NASA’s share is approximately 78 percent or $3,295,478.  DCAA also found weaknesses in the contractor’s practices and procedures.  The contractor did not follow its stated practices on positions given executive status and did not have written policies, procedures, or guidance relative to overall cost effectiveness in maintaining economical staffing levels for its upper management to achieve optimum span of control.
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�Management Actions on OIG Audit Reports

�





REVISED DECISIONS



Section 5(a)(11) of the Inspector General Act, as amended, requires a description and explanation of the reasons for any significant revised manage�ment decision made during the reporting period.



During this reporting period there were no such instances.







DISAGREEMENT ON

PROPOSED ACTIONS



Section 5(a)(12) of the Inspector General Act, as amended, requires information concerning any significant management decisions with which the Inspector General is in disagreement.



During this reporting period there were no such instances.







STATUS OF MANAGEMENT DECISIONS



Sections 5(a)(8) and (9) of the Inspector General Act, as amended, require statistical tables on the status of management decisions on OIG audit reports involving questioned costs or recommen�dations that funds be put to better use.





The following two tables summarize the status of management decisions as of March 31, 1997.

�OIG AUDITS WITH

QUESTIONED COSTS�



Audit Reports

�Number of

Audit

Reports�Total

Questioned

Costs���No management decision was made by beginning of period�

0�

0���Issued during period�1�$14,000,000���Needing management decision during period�1�$14,000,000���Management decisions made during period:�1�$14,000,000���--amounts disallowed�1�$14,000,000���--amounts not disallowed�0�0���No management decision at end of period:�0�0���--less than 6 months old�0�0���--more than 6 months old�0�0����

���OIG AUDITS WITH

RECOMMENDATIONS THAT

FUNDS BE PUT TO

BETTER USE�



Audit Reports�Number of

Audit

Reports�Dollar Value

of

Recommendations���No management decision was made by beginning of period�

8�

$91,665,303���Issued during period�3 �$ 7,642,699���Needing management decision during period�11�$99,308,002���Management decisions made during period:�5�$62,919,240���--amounts management agreed       to  be put to better use�

5�

 $62,919,240���  -based on proposed management action�5� $62,919,240���  -based on proposed legislative     action�0�0���--amounts not agreed to be put to  better use�

0�

0���No management decision at end of period:�6�$36,388,762���--less than 6 months old�2�$ 5,566,626���--more than 6 months old�4�$30,822,136��

�Significant Audit Matters Disclosed In Previous Semiannual Reports





Audit Recommendations Disclosed In Previous Semiannual Reports For Which Corrective Actions Are Still In Process



Section 5(a)(3) of the Inspector General Act, as amended, requires an identification of audit recommendations disclosed in previous semiannual reports on which corrective actions are still in process.
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AIRCRAFT CONSOLIDATION AT DRYDEN

IS NEITHER COST EFFECTIVE

NOR PROGRAMMATICALLY SOUND



An audit of NASA’s plan to consolidate its research and program support aircraft concluded aircraft consolidation would cost $11.3 million with annual savings of approximately $218,000, resulting in a payback period of 52 years.  The audit also pointed out significant adverse impacts that consolidation would have on program research, primarily due to the geographic separation of the aircraft from researchers and scientists.



The audit recommended NASA reevaluate its consolidation plan and proceed with decommissioning aircraft no longer having a program need to achieve an estimated $21.8 million in savings.  NASA did not specifically address decommissioning of aircraft but has planned actions which will result in concurrence.  For the semiannual period ending March 31, 1997, NASA has not proceeded with the consolidation plan.  Congressional legislation prohibits the Agency from doing so with FY 1997 appropriated funds.  NASA has continued to study the consolidation model and has drafted plans to decommission some planes that were originally slated for consolidation.  Further decommissioning of aircraft should result in additional savings not previously reported by the OIG.  The OIG will continue to monitor the Agency's actions on this matter. 











$249,000 OF INCURRED COSTS QUESTIONED



DCAA auditors reviewed FY’s 1992 and 1993 incurred costs billed to a NASA contract and questioned about $129,000 and $120,000 for the respective years.  Questioned costs included unallowable employee stock ownership plan contributions that exceeded allowable costs.  Also questioned were costs related to professional fees and the process used by the contractor to allocate fringe benefit costs to various pools.  Resolution has been impacted by a lack of precedence related to the employee stock ownership issue and other priority activities.  NASA management expects a final determination on these costs during the early in the next reporting period. 



OVER $9.8 

MILLION OF INCURRED

COSTS QUESTIONED



DCAA auditors reviewed costs a contractor billed to NASA for reimbursement in FY’s 1990 and 1991.  They questioned over $9.8 million of the $20.7 million claimed, most of which related to a subcontract type (cost plus a percentage of costs) that is prohibited by the FAR.  The subcontract in question was eventually considered to be a legitimate instrument, however, additional audit work was deemed necessary.  Delays in completing the follow-on audit and ongoing discussions between DCAA and the subcontractor have delayed closure.  NASA management’s final determination of allowable costs is unlikely before May 1997. 



NEARLY $1.3 MILLION OF

CLAIMED DIRECT LABOR AND

RELATED COSTS QUESTIONED



DCAA auditors reviewed the direct labor, overhead, and related costs billed by a NASA contractor for calendar years 1987 and 1988.  The auditors questioned $1,268,419 of the total $13.2 million claimed.  Most of the questioned costs involved a subcontractor that could not produce auditable documents to support the claimed costs.  However, subcontract documentation was eventually obtained and further audit work completed.  Discussions between the subcontractor and DCAA relative to audit issues are ongoing.  Closure may also be impacted by other procurement priorities.  NASA’s final determination of allowable costs is anticipated for the next reporting period.
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SAVINGS POSSIBLE THROUGH

IMPROVED AIRCRAFT MANAGEMENT



The OIG participated in an audit of Federal civilian agency use of Government aircraft sponsored by the President's Council on Integrity and Efficiency.  We identified several areas where NASA could improve the management and control of its aircraft fleet: (1) using commercial aircraft to transport personnel in lieu of its own aircraft would save NASA $5.8 million annually; (2) additional savings would result from selling seven of the eight aircraft which had a market value of about $10.6 million and had been used exclusively for transporting personnel; (3) by purchasing one aircraft that is being leased, another $1.75 million could be saved.  We made 19 recommendations for tighter controls over transporting personnel on NASA aircraft, performance of cost-effectiveness studies to justify the retention of aircraft assets, and reevaluation of aircraft lease versus purchases options.  Management fully or partially concurred with all recommendations.  Of the 19 recommendations, 13 have been closed.  We anticipate closure of the six remaining recommendations early in the next reporting period.  Management is developing better policies and procedures for capturing cost data.  When these actions are complete, we will review the remaining open recommendations. 
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$228,248 OF INCURRED COSTS

QUESTIONED



DCAA auditors reviewed FY 1990 incurred costs claimed by a contractor and questioned $2,956,713 of direct costs.  Of this amount, NASA’s share is $228,248.  The majority of the questioned costs resulted from the contractor’s inappropriate allocation of overhead as other direct costs.  The contractor nonconcurred with $173,816 of the questioned costs.  NASA management, the cognizant DCAA auditors, and the administrative contracting officer are working to resolve the questioned costs. 



�$204,482 OF INCURRED COSTS

QUESTIONED



DCAA auditors reviewed FY 1991 incurred costs claimed by a NASA contractor and questioned $371,832 of costs directly related to Government contracts.  Of this amount, NASA’s share is $204,482.  DCAA stated that although the costs were identified as performance awards, the contractor has no basis to support these awards as required by the FAR.  The contractor nonconcurred with $265,565, of which NASA’s share is $113,855.  NASA management, the cognizant DCAA auditors, and the administrative contracting officer are working to resolve the questioned costs. 



$600,000 OF INCURRED COSTS

QUESTIONED



DCAA auditors reviewed calendar year 1992 incurred costs billed by a major NASA contractor and questioned a total of $3,002,200 of indirect costs.  Of this amount, NASA’s share is $600,400.  The contractor concurred with $500,300 of the questioned costs, and nonconcurred with the remaining $2,501,900.  The questioned costs were primarily in the areas of plant and equipment expenses, accrued relocation costs, corporate assessments, professional fees and facility capital cost of money.  The DOD’s divisional administrative contracting officer has not completed negotiations resolving costs questioned and finalizing indirect cost rates for 1991 and 1992.  
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DACO DECISION COULD ADD

$153 MILLION TO SPACE STATION COST



The Space Station contracting officer requested the OIG to review DCAA audit reports on a contractor’s noncompliance with Cost Accounting Standard (CAS) 418 concerning the contractor’s allocations of indirect and direct costs to Government contracts.  The OIG supported DCAA’s audit findings and recommended that NASA work with the Divisional Administrative Contracting Officer (DACO) and Defense Logistics Agency to ensure an equitable allocation of contractor costs to NASA’s Space Station contracts.  The OIG also recommended that NASA take action to receive equitable assessments on the following three contract audit issues affecting the Space Station Program: (1) noncompliance with CAS 418 on the Space Station Freedom Program contract,  (2) noncompliance with CAS 418 on the proposal to definitize the International Space Station contract, and (3) noncompliance with contractor-disclosed financial practices (contract labor issue).  A judgment by the DACO in favor of the contractor could result in $153 million added cost to the Space Station Program.  The DACO expects to complete negotiations with the contractor on the CAS 418 issue by April 30, 1997, and issue a contract adjustment or final decision by May 30, 1997.  Boeing has informed NASA and Defense Contract Management Command that it will pursue a litigated resolution of the contract labor issue.



$127 MILLION DISPARITY 

IN CONTRACTOR'S COST ESTIMATES



To control cost, schedule, and performance, NASA procurement offices often task support contractors to submit monthly performance reports.  An OIG audit of the Space Station prime contractor performance measurement system revealed a disparity between the contractor's estimate at completion versus amounts provided for in the contractor's work break-down structure.  The difference of $127 million was due to the contractor's omission of cost overruns from the reported estimate at completion to preclude fee penalties and resulting increased management oversight.  Consequently, future funding requirements for the International Space Station were not adequately portrayed.  We recommended that the contracting officer require the contractor to analyze the completion data on a monthly basis and report the revised estimate at completion to reflect performance to date.  NASA management agreed with the recommendation and directed the contractor to establish a corrective plan.  The OIG will continue to monitor this matter.



NONCOMPLIANCE WITH CAS 418

MAY INCREASE SPACE STATION COSTS

BY $33 MILLION



NASA reimbursed a contractor for indirect costs on the Space Station contract that did not benefit NASA.  A fundamental requirement of CAS 418, “Allocation of Direct and Indirect Costs,” is that costs are allocated to cost objectives in reasonable proportion to the beneficial or causal relationship.  However, a contractor allocated certain indirect costs to the Space Station contract from two internal cost centers that did not have the same or a similar beneficial relationship to all cost objectives.  As a result, NASA could reimburse the contractor about $33 million, over the life of the contract, for activities that do not benefit the Space Station contract.  We recommended the Associate Administrators for Procurement and Space Flight work with the DACO and Defense Logistics Agency to ensure an equitable allocation of the contractor’s indirect costs to the Space Station contract in accordance with Standard 418.  The DACO expects to complete negotiations with the contractor by April 30, 1997, and issue a contract adjustment or final decision by May 30, 1997.  



�

INDIRECT COSTS OF $465,000

QUESTIONED



DCAA questioned $4,005,468 of a NASA contractor’s FY 1992 proposed indirect expenses.  Of this amount, NASA’s share is $465,000.  DCAA stated that the contractor’s proposal included costs that did not comply with the FAR and cost accounting standards.  NASA management is working with the DOD DACO to ensure that these findings are included in the final indirect cost rates negotiations.  Negotiations on the FY 1992 indirect rates are scheduled to start in May 1997.



INDIRECT COSTS OF $445,938

QUESTIONED



DCAA questioned $447,731 of a NASA contractor’s FY 1992 proposed indirect expenses.  Of this amount, NASA’s share is $445,938.  The questioned costs were primarily in the areas of corporate allocations, inter-company transfers, information services allocations, and allocated legal costs.  In DCAA’s opinion, the proposal included significant costs that did not comply with the FAR and cost accounting standards.  NASA management is working with the DOD DACO to ensure that these findings are included in the final indirect cost rates negotiations.  The FY 1992 indirect rate negotiations are scheduled to start in October 1997.



MISCHARGES OF $3 MILLION

TO NASA CONTRACTS



DCAA identified about $3 million in mischarges resulting from misallocated common support overhead costs to two major NASA contracts.  The contractor’s allocation process did not comply with cost accounting standards.  The DOD DACO received a cost impact statement and plans to complete negotiations of the misallocation by June 1997.  The contractor revised its overhead rate structure to prevent future violations of this nature. 



INDIRECT COSTS OF $4.5 MILLION

QUESTIONED



A DCAA review of a contractor’s FY’s 1990 and 1991 proposed indirect cost rates questioned $4,525,963 of indirect expenses.  Of this amount, NASA’s share is approximately $410,000.  The questioned costs were primarily in the areas of corporate allocations, information services allocations, leases, inter-company transfers, travel and relocation, fringe benefits, and other indirect costs.  In DCAA’s opinion, the proposals included significant costs that did not comply with the FAR and cost accounting standards.  Negotiations for FY 1990 proposed indirect expenses ended in February 1996,  and resulted in sustained questioned costs of $714,000 of the $1,973,000 for that year.  Negotiations for FY 1991 indirect cost rates are planned to start in May 1997. 





INDIRECT COSTS OF $1.9 MILLION

QUESTIONED



DCAA auditors questioned $1,863,520 of indirect costs related to a NASA contractor’s FY’s 1990 and 1991 proposed indirect cost rates.  The questioned costs were primarily in the areas of information services allocations, inter-company transfers, corporate allocations, travel and relocation and other indirect expenses.  Approximately 99 percent of the contractor’s effort is attributable to NASA programs.  NASA management is working with the DOD DACO to finalize these indirect cost rates.  Negotiations are planned to start in October 1997. 



CONTRACTOR COSTS OVERSTATED

BY $814,518



A review of the incurred costs claimed by a NASA contractor caused DCAA auditors to question a total of $918,267.  Of the total amount, employee payroll and fringe benefit costs of $807,864 were considered misclassified and, when properly classified, were disallowed according to the company’s disclosure statement.  The recommendation remains open while corporate issues are being resolved.  Action officials expect resolution in July 1997.





�











OVERTIME COSTS OF $4 MILLION

QUESTIONED



DCAA identified approximately $4 million of questioned costs that resulted from inadequate internal controls for overtime and extended workweek charges.  Specifically, weaknesses in the procedures for documenting the preauthorization of such charges were identified.  NASA management is awaiting additional documentation from the contractor before concurring on the action taken and/or planned. �TRAVEL COSTS

INAPPROPRIATELY CHARGED

TO NASA



An audit of travel policies, procedures, and practices of a NASA contractor showed that although its policies and procedures were generally adequate, the contractor did not follow or consistently apply them.  As a result, the contractor inappropriately charged NASA with travel costs of about $660,000.  We also identified over $450,000 of cost savings opportunities.  Through improved procedures and their enforcement, we estimated future cost savings of approximately $3,100,000 are attainable through September 1998.  Before we issued the final report the contractor paid $415,000 to NASA to offset inappropriate travel costs charged during the audited period.  In January 1996, the contractor paid NASA an additional $250,000 to correct inappropriate travel costs charged to NASA because the conditions reported in the audit report continued beyond the audited period.  NASA management concurred with the report’s recommendations for improving travel operations, promoting cost saving opportunities, and recovering travel costs inappropriately charged.  During this period, one recommendation was closed.  NASA management is currently working with the contractor to close the remaining four recommendations.
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 “Giant Twisters in the Lagoon Nebula”
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Sections 5(a)(1) and (2) of the Inspector General Act, as amended, delineate those areas to be reported in the semiannual report.  Those areas include the identification of significant problems, abuses, and deficiencies relating to the agency’s programs and operations and the recommendations made in the current reporting with respect to those issues.  Section (5)(a)(4) specifies the inclusion of a summary of matters referred to prosecutive authorities and the prosecutions and convictions which have resulted.



OIG investigations originate from many sources.  A majority are predicated on information provided by NASA, contractor employees, or other Federal agencies.  OIG investigators develop and investigate cases having significant financial and programmatic impact.  The OIG continues to focus investigative resources on preventing and detecting fraud and waste in NASA’s procurement activities.  The investigative caseload remains at a level that requires continual prioritization.  Concerted efforts by the OIG to investigate cases with potentially significant impact have produced a consistent record of positive results.



The following are summaries of significant OIG investigations during this reporting period.
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$8.8 MILLION IN COSTS AVOIDED;

$975,000 IN PENALTIES PAID



An OIG investigation, conducted with the assistance of the DCAA, disclosed that a contractor billed the Government for entertainment costs, including the cost of tickets to rock concerts and sporting events, and other unallowable costs.  The contractor had improperly charged the costs in its indirect costs submission.



An Assistant United States Attorney declined criminal and civil action in the case in lieu of an administrative resolution.  The contracting officer negotiated an agreement with the contractor under the terms of which it withdrew claims for $8.8 million in costs and agreed to pay penalties of over $975,000.





CONTRACTOR PLEADS GUILTY

TO MISCHARGING COSTS



A company official of a NASA contractor was indicted for mischarging costs related to the development of acousto-optical turntable filters. An OIG investigation, conducted with DCAA audit assistance, found that the company billed NASA for costs that were not incurred on its contract.  The company official allegedly manipulated employees’ timecards to obscure the mischarging thereby creating fraudulent records.  



NASA terminated the contract for nonperformance and deobligated the remaining $67,493 in contract funds.  Resolution of the charges is pending.
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FASTENER SUPPLIER 

FINED $1.5 MILLION;

PAYS $2.7 MILLION SETTLEMENT 



As a result of an investigation by the OIG, Naval Criminal Investigative Service (NCIS), Air Force Office of Special Investigations (AFOSI) and the Defense Criminal Investigative Service (DCIS), a fastener supplier pled guilty to charges involving the submission of false certifications.  In the plea agreement, the company pled guilty to submitting false certifications regarding its testing of high strength fasteners.  The company agreed to pay $1.5 million in fines.  In a separate agreement, it agreed to pay $2.7 million to resolve civil false claims issues. 



NASA uses the fasteners on the Shuttle.  The DOD uses the fasteners on military aircraft.  A large aircraft manufacturer uses the fasteners on commercial aircraft.  No failures have been attributed to the questionable testing practices. 



$6.75 MILLION CIVIL SETTLEMENT  

REACHED WITH CONTRACTOR



A joint investigation by the OIG, DCIS, NCIS and Army Criminal Investigations Command (CID), resulted in a civil settlement under the terms of which a contractor repaid the Government $6.75 million.  The settlement agreement followed a voluntary disclosure by the company that it may not have complied with all the testing requirements of its contracts with the Government.



During the investigation, the contractor admitted that it failed to test the products it sold to the Government according to the specifications of the Government contracts.  The contractor provided wire to NASA prime contractors under subcontracts valued at almost $1 million. They used a large portion of the wire in Space Shuttle applications.  It also provided wire to DOD for use in aircraft and other Government agencies for similar applications.
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FORMER EMPLOYEE 

ENTERS GUILTY PLEA



Following an OIG investigation, a former employee at a NASA Center pled guilty to a Criminal Information charging her with embezzlement and theft of public money.  The Criminal Information alleged that the employee embezzled in excess of $11,000 from the Center's morale association funds and $3,600 from the Center's employee bargaining unit funds.  



Sentencing is pending.





CONTRACTOR EMPLOYEE 

AGREES TO PAY

$3,005 IN RESTITUTION 



Following an OIG investigation, a contractor employee at a NASA Center entered into a pretrial diversion agreement in which he admitted that he embezzled over $3,000 from the Center's food services contractor.  Under the terms of the NASA contract, the food services contractor is guaranteed a minimum profit based on its sales.  Therefore, the losses incurred because of his actions were subsidized by NASA.



Under the terms of the agreement, prosecution was deferred for 12 months based upon the employee's good behavior.  He agreed to make restitution in the amount of $3,005.





INDIVIDUAL ENTERS 

GUILTY PLEA



Following an OIG investigation, an individual pled guilty to theft charges.  The charges allege that the individual wrote two bad checks for purchases from a NASA Center’s employee morale association.



The individual was sentenced to 3 days in jail and placed on 2-years probation.  He was also fined $125 and ordered to pay $587 for the cost of 3-months home detention with electronic monitoring. 





ONE EMPLOYEE SUSPENDED;  

ANOTHER REPRIMANDED 



An OIG investigation substantiated an allegation that an employee at a NASA Center used his position for personal gain by requesting contractor employees to refurbish his personal property at no cost.  The investigation determined that the employee’s supervisor was aware of the practice but failed to take any corrective action or report the matter to higher authorities.  



Both employees violated the ethical standards of conduct for Federal employees.  NASA managers suspended the employee for 30 days and directed him to repay the contractor $250 for the refurbishment.  They reprimanded the supervisor for failing to take corrective action.  



EMPLOYEE TERMINATED

AFTER CRIMINAL CHARGES



Following an OIG investigation, a NASA employee at a Center was terminated.  The investigation was initiated to determine the circumstances of his arrest away from the Center.  It disclosed that the employee was arrested and charged with battery.  Further investigation determined that the charges were filed in connection with alleged kidnapping and holding individuals against their will.  



The investigation also disclosed that the employee falsified his timecards.  It determined that he did not claim annual leave for time away from his assigned duties and that he claimed overtime that he had not worked.
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HACKERS ENTER GUILTY PLEAS

TO UNAUTHORIZED ENTRY

INTO NASA COMPUTER SYSTEM 





A joint investigation by the OIG and AFOSI resulted in two individuals pleading guilty to Criminal Informations charging them with fraud and related activity in connection with computers.  They were charged with intentionally and unlawfully accessing a computer of a department or agency of the United States and adversely affecting the use of the Government's operation of the computer.  They were also charged with unlawfully and intentionally intercepting an electronic communication.  The Criminal Informations allege that the individuals possessed passwords and user names for a NASA Center's computer systems, and had accessed or attempted to gain unauthorized access to those computer systems.  



One individual was sentenced to 3-years probation, fined $4,025 and ordered to pay $1,614 in criminal restitution.  Sentencing of the second individual is pending.  



�       Updates on Selected Cases Reported in Previous Semiannual Reports





The following are brief summaries of significant OIG investigations which were reported in prior semiannual reports.
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CONTRACTOR EMPLOYEE

STEERS IN EXCESS OF $100,000

IN EXCHANGE FOR PAYMENT



Previously Reported:  Following an OIG investigation, a former contractor employee entered a guilty plea to a Criminal Information.  The Criminal Information alleged that the contractor employee filed false statements to the United States and was in possession of false papers for the purpose of defrauding the United States.  Investigation disclosed that the former employee steered in excess of $100,000 in contractor purchases to a subcontractor in exchange for payments to him by the subcontractor. It also disclosed that he ordered excessive amounts of x-ray film and provided it to the subcontractor for cash payments.  The former contractor employee was also charged with ordering a laptop computer at Government expense, disguising it as film, and then converting it to his personal use after it was delivered.  



Update:  The former contractor employee was placed on 4-months home detention, fined $100, ordered to make restitution in the amount of $5,000, and pay a special assessment of $50.  He was also ordered to pay $150 to defer the cost of the electronic monitoring equipment used to enforce the home detention.
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CONTRACTOR AND ITS OWNER

ENTER GUILTY PLEAS



Previously Reported:  Following a joint investigation by the OIG and DCIS, a contractor pled guilty to one count of mail fraud and its owner to one count of theft.  They were charged with falsifying the certificates of conformance they submitted with fasteners to the prime contractor.  The certificates of conformance falsely represented that the fasteners were tested in accordance with subcontract specifications.  The company was fined $6,250.  The owner was ordered to make $128 in restitution. 



Update:  The owner was debarred from doing business with the Government for 3 years. 



CONTRACTOR AND ITS 

PRESIDENT INDICTED



Previously Reported:  An aerospace fastener supply company and its president were indicted by a Federal Grand Jury and charged with 1 count of conspiracy to defraud the United States, 21 counts of false statements, and 8 counts of mail fraud.  The indictment resulted from an investigation by the OIG, Federal Bureau of Investigation (FBI), DCIS, and Department of Transportation OIG.  It alleged that the defendants falsely certified to Government and Industry buyers that the fasteners and fittings they sold conformed to applicable Government specifications.



Following plea negotiations, the company pled guilty to one count of stealing money by means of product substitution.  Charges against the company president were dropped.



Update:  The company was fined, required to pay a special assessment, and make restitution totaling $6,641. 
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COMPANY FINED $6.5 MILLION

FOR IMPROPER HANDLING OF

HAZARDOUS WASTE



Previously Reported:  Following a joint investigation by the OIG, FBI, DCIS, AFOSI, NCIS, Environmental Protection Agency, CID, and various state agencies, a contractor pled guilty to a Criminal Information charging three counts of violating the Resource Conservation and Recovery Act.  The Criminal Information alleged that the company improperly stored and disposed of a hazardous waste.  



The charges resulted from an investigation of a complaint that an explosion at the contractor's facility resulted from the improper disposal of the waste by burning.  Two contractor employees were killed by the explosion.  The investigation substantiated the allegation that the contractor was improperly storing and disposing of the material.  The company paid $6.5 million in fines.



Update:  One of the defendants pled guilty to a Criminal Information charging him with violations of Small Business Administration regulations.  As part of the agreement, the defendant will pay the Government $19,117. 
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GUILTY PLEA ENTERED

TO GRATUITY CHARGE



Previously Reported:  A joint investigation by the OIG and DCIS, with audit assistance by the DCAA, resulted in a guilty plea by a former DOD employee to a charge that he accepted a gratuity from a contractor.  The investigation disclosed that the former employee accepted a gratuity to influence his official acts as a contracting officer's technical representative on Government contracts.  The former employee performed monitoring responsibilities for contracts with the contractor that were funded in part by NASA.  The former DOD employee was placed on probation for 3 years.  The contractor pled guilty to a Criminal Information charging it had provided bribes to two DOD employees.



Update:  The second DOD employee entered a guilty plea to a two-count Criminal Information.  The Criminal Information alleges that the DOD official submitted false Financial Disclosure Reports which failed to disclose receipt of gifts from the contractor.  As part of the plea agreement, the DOD employee agreed to resign from Government service.



Sentencing is pending.
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Section 4(a)(2) of the Inspector General Act, as amended, establishes the Inspector General’s responsibility to review existing and proposed legislation and regulations relating to the programs and operation of the agency, and to make recommendations concerning their impact on those programs.



The OIG legal staff provides advice and assistance on a variety of legal issues and matters relating to the OIG’s review of Agency programs and operations.  The OIG Attorney-Advisor acts as the central official for the review and coordination of all legislation, regulations, Freedom of Information Act (FOIA) requests, and congressional and legal matters requiring OIG attention.  The OIG legal staff provides advice and assistance to senior OIG management, staff auditors, inspectors, and investigators, and serves as counsel in administrative litigation in which the OIG is a party.



LEGISLATION



Draft Department of Justice (DOJ) Guidelines for Legislation involving Federal Law Criminal Enforcement Authority



During this reporting period, we commented upon draft DOJ Guidelines for Legislation involving Federal Criminal Law Enforcement Authority.  Some of the practices recommended by DOJ appear to be inefficient, cumbersome, and wasteful of Federal law enforcement resources.  For example, the guidelines would prohibit nondeputized agents of the OIG from even seeking a search warrant.  This appears to be unreasonable, particularly when the seeking organization is most familiar with the facts developed during the course of an investigation.  The service of process requirements appear unnecessary, particularly when our own internal guidelines permit service by facsimile.  Similarly, the authority to administer oaths should not be subject to the guidelines at all.  The NASA IG has had the authority of oath administration for a number of years.  The authority is not limited to law enforcement personnel.  It has worked well.  



The NASA OIG derives much of its law enforcement powers through special deputation on a case-by-case basis.  More than half of our special agents are deputized as Special Deputy U.S. Marshals.  However, the process is cumbersome.  The expiration dates for the deputations vary, and some agents are concurrently deputized multiple times for multiple cases.  In addition, the information requested to justify deputation changes periodically.  It would be more efficient to consider a blanket deputation delegation to the NASA IG, subject to DOJ criteria.  The NASA OIG already has invested the costs associated with having law enforcement authority, such as, training and equipment; special retirement; availability pay, without having the advantages of full law enforcement authority.  It is time that the agents be given the tools they need to do their job, before their safety becomes jeopardized.



REGULATIONS



During this reporting period, we reviewed 101 regulations affecting the work of the Agency.



Freedom of Information Act (FOIA) Regulation



We are proposing a change is to clarify the 5 USC 552(c)(1) and (c)(2) exclusion language that is currently incorporated into NASA’s FOIA regulations at 14 CFR Sec. 1206.300.  These exclusions are designed to protect especially sensitive law enforcement matters.  The exclusions state that records properly fitting the exclusion criteria are not releasable to the public.  This was Congressional intent; it was not intended that the exclusion language would repeal the law enforcement exemption.  An FOIA appellant recently argued that our current language implementing the exclusion reads our law enforcement exemption out of the NASA regulations.  The FOIA exclusions are there to enhance the special protections afforded law enforcement records.  We are proposing to amend NASA’s regulation to make expressly clear that documents for which the exclusion is properly invoked are not subject to the Freedom of Information Act.



NASA Policy Directive (NPD) 2010.1B, Court Actions or Proceedings involving NASA or NASA Employees



We recommended that NASA include language that its internal directive governing employee responsibilities in court actions or other proceedings involving NASA activities or operations be amended to apply whether or not NASA or the United States is formally named as a party to the proceeding.



Draft NPD 1200, Draft 1, Management Accountability and Control; Audit Liaison and Audit Follow-up



This office provided suggestions which we believe will help assure that auditees not be chilled in speaking with representatives of the OIG.  We also added language to the directive requiring that NASA management at all levels be required  to report to the IG instances of possible illegal, wasteful or fraudulent acts.  We also included language requiring that management provide full and accurate responses to inquiries by the GAO and the IG.

�LITIGATION



Subpoenas



During this reporting period, the IG issued 21 subpoenas duces tecum, and had to seek judicial enforcement of one subpoena. 



IG Subpoena Enforcement in Tennessee



The NASA OIG pursued a subpoena enforcement action against Sverdrup Technology, Inc. in U.S. District Court in Chattanooga, Tennessee, on February 7, 1997.  At issue was access to records stored by Sverdrup at its Tullahoma, Tennessee facility.  The records sought pertained to performance under a NASA Stennis Space Center contract.



The OIG is investigating alleged false and fraudulent claims submitted by Sverdrup and is seeking the records to ascertain the extent of mischarging.  There is presently a False Claims Act case pending against Sverdrup in Biloxi, Mississippi, for civil damages arising out of alleged false claims submitted by Sverdrup during the operation of the Gas and Materials Analysis Laboratory at Stennis.  The subpoena sought records pertaining to another laboratory, the Non-Destructive Testing and Evaluation (NDTE) Laboratory at Stennis.



In its legal filings, Sverdrup argued that the NASA IG subpoena is invalid because it is not the result of independent investigation, but an improper adjunct to the False Claims Act case in Mississippi.  Sverdrup contended that the IG issued the subpoena at the behest of DOJ to seek records that DOJ could not obtain during civil discovery of the Mississippi case.  In addition, Sverdrup claimed the records were proprietary and production would be unduly burdensome.



The Government countered that the subpoena is the result of information obtained from a criminal defendant who is cooperating with the IG.  Although conceivably related to the civil case, there is no claim pending in that litigation pertaining to false claims submitted by the NDTE Laboratory.  Although evidence may be utilized in the Mississippi case in the future, the OIG is focused on the potential criminal liability of the NDTE Laboratory.  In addition, the OIG can look at other laboratories to assure itself of no additional wrongdoing, and can make recommendations to NASA to prevent a recurrence of the fraudulent charges.



At hearing, Sverdrup abandoned its improper subpoena argument and focused on the burden issue and on the protection of its personnel and proprietary records.  Sverdrup also attempted to limit production of its records back to 1989.  The DOJ argued that there was no undue burden in producing the records and that steps could be taken to protect any privileged documents.



The magistrate judge ruled that Sverdrup must make all the records available to the Government, back to contract inception (1986).  Moreover, he ordered Sverdrup, at its own expense, to create a records depository at a neutral site in Jackson, Mississippi (which is the place of business of Sverdrup attorneys), where records would be available to both parties.  The records should include not only those related to the NDTE Laboratory investigation, but also any records for use in the upcoming civil trial.  The judge directed Sverdrup to send a written notice to individuals affected by the release of personnel records that gave the individuals until March 14, 1997, to file with the court any objections to the release of those records.  The judge also ruled that any dissemination of personnel records must be related to the issues in dispute. 



OTHER



Banners



We have proposed that the Agency adopt a uniform banner to be displayed upon login at NASA computer sites.  The purpose of the banner would be to place employees and other individuals on notice that unauthorized use or misuse of NASA computer systems is subject to monitoring and sanctions.  Our proposed banner reads:



"This is a United States National Aeronautics and Space Administration (NASA) computer system.  This computer system is to be accessed and used only for the purpose of conducting official Government business.  Unauthorized access or use of this computer system may subject violators to fines or imprisonment, or both, as well as to civil action for monetary damages and penalties and/or administrative action.  All information on this computer system (including, for example, electronic mail messages) may be monitored, intercepted, recorded, read, copied, captured, and disclosed by authorized personnel, including, as appropriate, the Office of Inspector General.  Access or use of this computer system by any person, whether authorized or unauthorized, constitutes consent to such monitoring, interception, recording, reading, copying, capturing, and disclosure, as well as an acknowledgment that there is no reasonable

expectation of privacy in the access or use of this computer system."



Freedom of Information Act Matters



During this reporting period the OIG processed 25 FOIA requests, and adjudicated  2 appeals from denials of access to records.  
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�Appendix I - Audit Reports Issued by NASA OIG





Section 5(a)(6) of the Inspector General Act, as amended, requires a listing of each audit report issued by the OIG during the reporting period and for each report, where applicable, the total dollar values of questioned costs (*), including separate identification of unsupported costs, and recommendations that funds be put to better use (**).



For this period, a total of 20 reports, identified $14,000,000 in questioned costs, and $7,642,699 in recommendations that funds be put to better use.



Report�Report Title & Monetary Amount�Report�Report Title & Monetary Amount��

IG-97-001







IG-97-002





IG-97-003





IG-97-004





IG-97-005



IG-97-006







IG-97-007





IG-97-008





IG-97-009



IG-97-010









IG-97-011







�

Early Phases of NASA’s Integrated Financial Management Project





High Speed Research Prime Contractor Performance



Inactive or Excess Property at Selected Contractors



Civil Service Work Force Reporting at 

Aeronautics Centers



Utilization of Space Harbor



Charges For Use of NASA’s Facilities 

by DOD’s Joint Strike Fighter 

Program Contractors



NASA Procurement Initiatives --

Credit Card Program



ARC’s Support of SETI’s High

Resolution Microwave Survey Program



Contractor Facility Leases (**$755,626)



Recording of Revenues Generated 

by the Commercial use of NASA’s 

Tracking and Data Relay Satellite System (TDRSS) (*$14,000,000)



Shuttle Processing Contract Subcontracting -- Circumstances Indicating Procurement Fraud (**$2,076,073)�

IG-97-012







IG-97-013





IG-97-014











IG-97-015



IG-97-016







IG-97-017





IG-97-018





IG-97-019



IG-97-020









�

Caltech Government Billings Transferred to the Jet Propulsion Laboratory 



21-Inch Hypersonic Tunnel at Plum Brook Station (**$4,811,000)



Earth Observing System Data and

Information System Facility Construction Contract Management





Space Station Change Order Process



Clear Lake Development Facility - Neutral Buoyancy Laboratory Requirements



Construction of Facilities Projects





Reusable Launch Vehicle -- Survey of X-33 Task Agreements



Reusable Launch Vehicle Program



Privatization of the NASA Sounding Rocket Program���

Appendix II - External Audit Reports on NASA Contractors and

		          Grantees Referred by OIG to NASA Management





This appendix lists all DCAA and other external audit reports (e.g., OMB Circular A-128 or A-133, Defense Contract Management Command) referred by the OIG to NASA management for appropriate corrective action.  For each audit report of this category issued during this period, the total dollar values are indicated for questioned costs following the report titles.  For this period, a total of 15 reports identified $14,414,419 in questioned costs.





			Report		Report Title & Monetary Amount



DCAA Reports	X-IG-97-001	Incurred Cost - FY 1993 ($4,941,900)

			X-IG-97-002	Incurred Cost - FY 1994 ($4,739,700)

			X-IG-97-003	Indirect Cost Study - FY 1994 ($344,962)

			X-IG-97-006	Audit of Time Keeping Practices

			X-IG-97-007	Employee Time Keeping & Labor Charging 							Practices

			X-IG-97-008	Incurred Cost - FY 1992 and 1993 ($45,595)

			X-IG-97-009	Audit of Time Keeping Practices

			X-IG-97-010	Audit of Time Keeping Practices

			X-IG-97-011	Audit of Time Keeping Practices

			X-IG-97-012	Incurred Cost - FY 1992 ($226,000)

			X-IG-97-013	Employee Time Keeping and Labor Charging 						Practices

			X-IG-97-014	Audit of Labor - Upper Management Span of 						Control ($3,295,478)

			X-IG-97-015	Incurred Cost/Cost Impact ($820,784)



Other External		X-IG-97-004	A-133 Review FY 1995

Reports		X-IG-97-005	A-133 Review FY 1995
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�Appendix III - DCAA Audits of NASA Contractors





DCAA provides various types of audit services to NASA on a reimbursable basis.  The types of audits performed include:  proposal evaluations which are used to negotiate the contract price; incurred cost reviews which verify amounts billed to the Government; reviews of contractor estimat�ing, accounting, and purchasing systems; defec�tive pricing reviews; and reviews for compliance with cost accounting standards.  The resulting audit reports are sent to the NASA or Govern�ment contracting official having cognizance over the contract or contractor involved.  The follow�ing sections summarize information provided during this period by DCAA on re�ports involving NASA activities, results of NASA actions on those reports, and significant reports that have not been completely resolved.



A.  AUDIT REPORTS ISSUED



���������                                                                  �                        Number        Total     Total           �                        of Audit      Costs     Costs           �  Type of Audit          Reports   Questioned  Avoided    Total  �                                                                  �  Incurred Costs           591     $20,250      $   0   $ 20,250�                                                                  �  Defective Pricing          4     $    173         0   $    173�                                                                  �  Cost Accounting                                                 �    Standards              126     $     98         0   $     98�                                                                  �  Other Direct Effort        1            0         0          0�                                                                  �    TOTALS:                722     $ 20,521     $   0   $ 20,521�                                                                  

During the period, DCAA issued 722 audit reports (excluding preaward contractor proposal evaluations) on contractors doing business with NASA.  The types of audits performed and the results of these audits are shown in DCAA-provided figures shown here.  (Dollar figures are in thousands.)



DCAA also issued 273 reports on audits of NASA contractor proposals totaling $2.62 billion, which identified cost exceptions totaling about $24.3 million.  These figures include proposals from several contractors bidding on the same contract; therefore, the total amount of exceptions is larger than the amount of potential savings to NASA.





B.  NASA ACTIONS



���� Exceptions	   Incurred    Proposal

Sustained From:       Costs    Activity     Other    Total

�

Costs Questioned    $21,568    $     0     $ 209   $ 21,777

�                                                      � 

Cost Avoidance            0    $ 7,685         0   $  7,685

�                                                              �   

    TOTALS:         $ 21,568   $ 7,685     $ 209   $ 29,462                                                              � 

Corrective actions taken on DCAA

audit report recommendations

 usually result from negotiations 

between the contractor and the

Government contracting officer.  A

total of 283 audit reports requiring 

action by procurement officials or contractors were resolved during the period which ended March 31, 1997.  As shown here, contracting officers sustained $29.5 million of exceptions included in these reports.  Of the exceptions sustained, DCAA categorized $28.1 million as net savings to NASA.  Net savings represent costs for which expenditures would have been made if the exceptions were not sustained.  (Dollar figures are in thousands.)





C.  UNRESOLVED DCAA AUDIT REPORTS





�����                                                                 �                         Over    6 to 12   Less Than             �  Age of Audits      12 Months    Months    6 Months      Total  �                                                                 �  Number of Audits           8         5           3         16  �                                                                 �  Recommended for                                                �  Better Use/Costs                                               �  Questioned           $11,014   $17,240       $ 767    $29,021  �                                                                 � 

�NASA's policy is to make optimum use of contract administration and related support functions, including audit resolution, available from DOD and other Government agencies.  However, NASA management retains responsibility for the resolution of audits of direct costs and, in those cases where NASA is the major customer, for indirect costs and operations audits.  As of March  31, 1997, there were 16 DCAA audit reports totaling $29 million in questioned costs or funds recommended for better use that were unresolved.  This figure includes costs subject to negotiation and to determination of allowability.  Therefore, all of these costs may not be collectible.  The table above provides a breakout of reports for which NASA had resolution responsibility and that were unresolved during the period.  (Dollar figures are in thousands.)



�

Appendix IV - Glossary and Acronyms





Glossary





DISALLOWED COST�A questioned cost that management, in a management decision, has sustained or agreed should not be charged to the Gov�ernment.�����EXCEPTIONS SUSTAINED�(DCAA Definition) Costs which were questioned by auditors and which agency management has agreed, are ineligible for payment or reimburse�ment.  Ineligibility may occur for any number of reasons such as:  (1) a lack of satisfactory documentation to support claims, (2) contract provisions, (3) public law, and (4) Federal policies or regulations.�����FINAL ACTION†

�The completion of all actions management has concluded, in its decision, that are necessary with respect to the findings and recommendations included in an audit re�port; and in the event that management concludes no action is necessary, final action occurs when a management decision has been made.�����INVESTIGATIVE

RECOV�ERIES

�Investigations by the OIG that may result in the recovery of money or property of the Federal Government.  The amounts shown represent:  (1) the recoveries which manage�ment has committed to achieve as the result of investigations during the reporting peri�od; (2) recoveries where a contractor, during the reporting period, agrees to return funds as a result of investigations; and (3) actual recoveries during the reporting peri�od not previously reported in this category.  These recoveries are the direct result of investigative efforts of the OIG and are not included in the amounts reported as the result of audits or litigation.�����INVESTIGATIVE

REFER�RALS

�Cases that require additional investigative work, civil or criminal prosecution, or disciplinary action.  These cases are re�ferred by the OIG to investigative and prosecutive agencies at the Federal, state, or local level, or to agencies for manage�ment or administrative action.  An individu�al case may be referred for disposition in one or more of these categories.�����MANAGEMENT DECISION†�The evaluation by management of the find�ings and recommendations included in an audit report and the issuance of a final decision by management concerning its response to such findings and recommenda�tions, including actions concluded to be necessary.�����NET SAVINGS�(DCAA Definition) Costs determined by DCAA for which expenditures would have been made if the exceptions were not sus�tained.  For incurred costs, this category represents the Government's participation in costs questioned sustained.  For successful fixed-price contractor proposals, it repre�sents costs questioned sustained plus appli�cable profit.  For successful cost reimburse�ment contractor proposals, net savings represents only the applicable estimated fee associated with the costs questioned sus�tained.�����PROSECUTIVE ACTIVITIES�Investigative cases referred for prosecution which are no longer under the jurisdiction of the OIG, except for cases on which further administra�tive investigation may be necessary.  This category represents cases investigated by the OIG and cases jointly investigated by the OIG and other law enforce�ment agencies.  Prosecuting agencies will make decisions to decline prosecution, to refer for civil action, or to seek out-of-court settle�ments, indictments, or convictions.  Cases declined represent the number of cases referred which are declined for prosecution (not including cases which are settled with�out prosecu�tion).  Indictments and convic�tions represent the number of individuals or organizations indicted or convict�ed (includ�ing pleas and civil judg�ments).�����QUESTIONED COST†�A cost that is questioned by the OIG be�cause of: (1) alleged violation of a provi�sion of a law, regulation, contract, grant, cooperative agree�ment, or other agreement or document governing the expenditure of funds; (2) a finding that, at the time of the audit, such cost is not supported by ade�quate documentation; or (3) a finding that the expendi�ture of funds for the intended purpose is unnecessary or unreasonable.�����QUESTIONED COSTS FOR

WHICH A MANAGEMENT

DECI�SION HAS NOT BEEN MADE�Costs questioned by the OIG on which management has not made a determina�tion of eligibility for reim�bursement, or on which there remains disagreement between OIG and man�agement.  All agencies have formally established procedures for determin�ing the ineligibility of costs ques�tioned.  This process takes time; therefore, this category may include costs that were questioned in both this and prior reporting periods.

�����RECOMMENDATIONS

THAT FUNDS BE PUT TO

BETTER USE†

�A recommendation by OIG that funds could be more efficiently used if management took actions to implement and complete the recommenda�tion, including:  (1) reductions in outlays; (2) deobligation of funds from programs or operations; (3) withdrawal of interest subsidy costs on loans or loan guarantees, insurance, or bonds; (4) costs not incurred by implementing recommended improvements related to the operations of the establishment, a contractor or grantee; (5) avoidance of unnecessary expenditures noted in preaward reviews of contract or grant agreements; or (6) any other savings which are specifically identified.  (Note:  Dollar amounts identified in this category may not always allow for direct budgetary actions, but generally allow the agency to use the amounts more effectively in accom�plishment of program objectives.)

�����UNSUPPORTED COST†

�A  cost that is questioned by OIG because OIG found that, at the time of the audit, such cost is not supported by adequate documentation.�����
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†These definitions are derived from PL 100-504, the IG Act Amendments of 1988.
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AFOSI

AIGA

AIGI

AIGIA

AIGPA

ARC

ASAP

CAS

CFO

CID

DAAC

DACO

DCAA

DCIS

DOD

DOJ

EOSDIS

FAR

FBI

FLETC

FMFIA

FOIA

G&A

GSFC

IFMP

IG

IPA

IT

JPL

KSC

LeRC

NASA

NCTMT

NIS

NTR

OIG

OMDP

PL

RFP

RMD

SFOC





















ACRONYMS



Air Force Office of Special Investigations

Assistant Inspector General for Auditing

Assistant Inspector General for Investigations

Assistant Inspector General for Inspections and Assessments

Assistant Inspector General for Partnerships and Alliances

Ames Research Center

Aerospace Safety Advisory Panel

Cost Accounting Standard

Chief Financial Officer

Army Criminal Investigations Command (formerly Division)

Distributed Active Archive Center

Divisional Administrative Contracting Officer

Defense Contract Audit Agency

Defense Criminal Investigative Service

Department of Defense

Department of Justice

Earth Observing System Data and Information System

Federal Acquisition Regulation

Federal Bureau of Investigation

Federal Law Enforcement Training Center

Federal Managers’ Financial Integrity Act

Freedom of Information Act

General and Administrative (Costs)

Goddard Space Flight Center

Integrated Financial Management Project

Inspector General

Independent Auditor

Information Technology

Jet Propulsion Laboratory

Kennedy Space Center

Lewis Research Center

National Aeronautics and Space Administration

NASA Commercial Technology Management Team

Naval (Criminal) Investigative Service

New Technology Reporting

Office of Inspector General

Orbiter Maintenance Down Period

Public Law

Request for Proposal

Resources Management Division

Shuttle Flight Operations Contract
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� Includes results from joint investigations.
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