National Aeronautics and
Space Administration

Office of Inspector General
Washington, DC 20546-0001 MAY 2 9 207

TO: Assistant Administrator for Infrastructure and Administration
Assistant Administrator for Procurement
Director, Johnson Space Center

FROM: Assistant Inspector General for Auditing

SUBJECT:  Final Memorandum on Post-Closure Follow-Up Review for
Audit Recommendations Closed During FYs 2001-2005
(Report No. Q-06-005-00)

The Office of Inspector General conducted a post-closure follow-up review for audit
recommendations closed during fiscal years (FYs) 2001 through 2005. Our overall
objective was to determine whether NASA’s audit follow-up system was in compliance
with the Office of Management and Budget (OMB) Circular A-50 (revised), “Audit
Followup,” September 29, 1982. Specifically, we determined whether

¢ audit recommendations were resolved within 6 months of the final report issue
date;

* corrective actions were implemented within 1 year of the final report issue date;
and

e corrective actions were sufficient to mitigate the deficiencies identified by the
auditors.

We conducted our review from May 2006 to April 2007. We statistically selected, from
a universe of 411 closed OIG audit recommendations, 40 recommendations that were
closed between October 1, 2000, and September 30, 2005.

Executive Summary

We found that, generally, the Agency was in compliance with the requirements of OMB
Circular A-50. About 90 percent of the recommendations we reviewed were resolved
within 6 months of the issue date of the final report. For the 10 percent that were not
resolved within 6 months, the Agency initially nonconcurred with the recommendation,
the recommendation involved coordination with other Federal agencies, or the Audit
Followup Official did not agree with the audit findings and recommendations.

For the 90 percent of recommendations resolved within 6 months, the Agency
implemented corrective actions for about 80 percent within 1 year of issuance of the final
report. For the 20 percent for which corrective actions were not taken within 1 year,
those corrective actions involved a policy change, a program that was eventually



cancelled, coordination with other Federal agencies, or the Audit Followup Official did
not agree with the audit findings and recommendations.

We also found that for about 90 percent of the recommendations reviewed, corrective
actions the Agency implemented were sufficient to mitigate the deficiencies identified by
the auditors. For the remaining 10 percent of these recommendations, corrective actions
implemented either partially mitigated or did not mitigate the deficiencies. For example,
we recommended that Johnson Space Center (Johnson) contracting officer’s technical
representatives (COTRs) receive training on new technology requirements. During our
review, we found that several COTRs had not received training on the new requirements.
We also recommended that Headquarters and Johnson COTRs attend refresher training.
During our review, we found that about 50 percent of the active COTRs at Johnson had
received the annual refresher training and less than 85 percent of the active COTRs at
Headquarters had received refresher training within the past 5 years. The attached
briefing charts detail the results of our review (see Enclosure 1) and also contain
background information, the review’s scope and methodology, and our observations and
recommendations for corrective actions. Management concurred with our
recommendations (see Enclosure 2).

Recommendations, Management’s Response, and Evaluation of Management’s
Response

Recommendation 1. We recommend that the Assistant Administrator for Infrastructure
and Administration conduct periodic assessments of OIG recommendations and NASA’s
corrective actions to ensure actions were implemented and to identify trends and
systemwide problems and recommend solutions.

Management’s Response. Management concurred, stating that it has revised the
NASA Policy Directive 9910.1, “Government Accountability Office/NASA Office of
Inspector General Audit Liaison, Resolution, and Follow-up,” June 28, 2006, which
includes a provision to provide “periodic assessments of recommendations and
corrective actions to identify trends or system-wide problems and to recommend
solutions.” Management has completed one post-closure follow-up report and plans
to complete an additional review before the end of FY 2007. Management also plans
to perform additional reviews in FY 2008 and beyond.

Evaluation of Management’s Response. Management’s actions and planned
actions are responsive to the recommendation. The recommendation will remain

open pending completion of the post-closure follow-up review, which management
plans to complete by the end of FY 2007.

Recommendation 2. We recommend that the Director, Johnson Space Center, ensure
that contracting officer’s technical representatives attend training on the new technology
reporting requirements and annual refresher training.

Management’s Response. Management concurred with the intent of the
recommendation, stating that new technology reporting requirements have been



incorporated into the contracting officer technical representative training, and that
they are evaluating improvements to their internal processes for documenting their
compliance. In addition, they have named a process improvement team to
recommend further enhancements to their tracking and recordkeeping in this area.

Evaluation of Management’s Response. Management’s actions and planned
actions are responsive to the recommendation. In a communication subsequent to
their official response, management estimated that they should complete their
evaluation and formulate an implementation plan, if appropriate, relative to any
recommendations the process improvement team may bring forth, by September 30,
2007. The recommendation will remain open pending completion of these actions.

Recommendation 3. We recommend that the Assistant Administrator for Procurement
ensure that the contracting officer’s technical representatives at Headquarters attend
refresher training.

Management’s Response. Management concurred, stating that it is working to
notify all personnel that have not had refresher training within the last 5 years and are
currently serving as Headquarters contracting officer technical representatives, of the
training requirements. Management also intends to establish a process by the end of
calendar year 2007 to ensure that individual notifications are sent to personnel in need
of refresher training and revise policy to clarify the refresher training requirement.

Evaluation of Management’s Response. Management’s actions and planned
actions are responsive to the recommendation. The recommendation will remain
open until the actions regarding the notification process are complete.

We appreciate the courtesies extended the audit staff during the review. If you have any
questions, or need additional information, please contact Ms. Jacqueline White, Quality
Assurance Director, at 202-358-0203, or me at 202-358-2572.

Qv‘:} 7 /

Evelyn R. Klemstine

Enclosure

cc:
Assistant Administrator for Security and Program Protection
Director, Goddard Space Flight Center

Director, Kennedy Space Center
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Enclosure 2

Reply to Atin of:

National Aeronautics and
Space Administration

Headquarters
Washington, DC 20546-0001

May 15, 2007

Office of Internal Controls and Management Systems

TO: Assistant Inspector General for Auditing
FROM: Assistant Administrator for Internal Controls and Management Systems

SUBJECT: Draft Memorandum on Post-Closure Follow-Up Review for Audit
Recommendations Closed During Fiscal Years 2001-2005
(Assignment No. Q-06-005-00)

Thank you for the opportunity to review and comment on your “Draft Memorandum on
Post-Closure Follow-Up Review for Audit Recommendations Closed During Fiscal Years
2001-2005” (Assignment No. Q-06-005-00), dated April 24, 2007. This consolidated
response incorporates consideration of your findings and recommendations from the Office

of Intemnal Controls and Management Systems, Office of Procurement, and the Johnson
Space Center (JSC).

Your draft memorandum concludes that NASA’s program of audit follow-up is, generally,
in compliance with applicable provisions of OMB Circular A-50, “Audit Follow-up,” and
makes the following recommendations:

Recommendation 1; We recommend that the Assistant Administrator for
Infrastructure and Administration conduct periodic assessments of OIG
recommendations and NASA's corrective actions to ensure actions were implemented
and to identify trends and system-wide problems and recommend solutions.

Management’s Response: We concur with the OIG’s recommendation to conduct
periodic assessments of OIG audit recommendations and related corrective action
(including a determination of trends and system-wide problems), and have taken the
following actions to implement an on-going Post-Closure Follow-up Review (PCFR)
process as part of NASA's integrated internal control framework:

¢ In June 2006, the Management Systems Division issued NPD 9910.1, “Government
Accountability Office / NASA Office of Inspector General Audit Liaison,
Resolution, and Follow-up.” This NPD includes a provision to perform “periodic
assessments of recommendations and corrective action to identify trends or system-
wide problems and to recommend solutions” (See Enclosure 1).
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Enclosure 2

In September 2006, the Management Systems Division issued final report number
MSD-06-001, communicating the results of its initial Post-Closure Follow-up
Review (PCFR). While our review did not support an overall conclusion as to the
effectiveness and cfficiency of NASA’s audit follow-up system, it did conclude
that, with respect to the sample item reviewed, NASA’s audit follow-up system
ensured the efficient, prompt, and proper resolution and implementation of
corrective action consistent with OMB Circular A-50 (See Enclosure 2).

In March 2007, the Management Systems Division was reconstituted as the Office
of Internal Controls and Management Systems (OICMS). As a result of its initial
staffing and budget review, OICMS plans to conduct one PCFR prior to September
30, 2007. In addition, OICMS plans to conduct PCFRs in FY 2008 and beyond as
part of NASA'’s integrated internal control framework. To ensurc adequate
resources for the performance of PCFRs, OICMS has reassigned one staff member
to assist in the performance the FY 2007 PCFR, and we have tentatively approved
funding for contractor support for future review cycles.

Please note that in March 2007, responsibility for NASA’s audit liaison, resolution, and
follow-up program was transferred from the Office of Infrastructure and
Administration to the Office of Internal Controls and Management Systems. An
update to NPD 9910.1 documenting this transfer of respongibility will be made upon
approval of pending changes to NPD 1000.3C, NASA Organization.

Based on the actions already taken and those planned by OICMS, we request closure of
this recommendation.

Recommendation 2: We recommend that the Director, Johnson Space Center,
ensure that contracting officer’s technical representatives attend training on the
new technology reporting requirements and annual refresher training.

Management’s Response: We concur with the intent of the recommendation.

The audit recommendation reviewed (recommendation 12 from OIG report number
1G-03-006, dated Febmary 12, 2003) was to train new technology representatives
and Contracting Officer Technical Representatives (COTRs) on new technology
reporting requirements. The requirement for new technology training was
incorporated into JSC’s COTR training (as acknowledged in the OIG’s final
report), and has been included in each subsequent COTR training session provided
(See Enclosure 3).

JSC is aware of the requirement for COTR refresher training, and recent 1SO audits
and Procurement Management Surveys have generally found JSC to be in
compliance with Agency and Center procurement regulations in this area.
However, we are evaluating improvements to our internal processes to ensure that
not only is the training requirement met (which we think it is, for the large majority
of the COTRs), but that our documentation makes it casier to demonstrate our
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compliance. We have named a process improvement team to recommend further
enhancements to our tracking and recordkeeping in this area, as well.

JSC takes implementation of audit recommendations very seriously. Based on the
above information, we have determined that continuing implementation of this
audit recommendation is being properly monitored and satisfactorily accomplished.
As a result, we request closure of recommendation number 2 of this draft
memorandum.

Recommendation 3;: We recommend that the Assistant Administrator for
Procurement ensure that the contracting officer’s technical representatives at
Headquarters attend refresher training.

Management’s Response: We concur with the recommendation that the Assistant
Administrator for Procurement ensure that the contracting officer’s technical
representatives (COTRs) at Headquarters attend refresher training.

NASA FAR Supplement (NFS) 1842.270 (f}(2) requires that COTRs attend
refresher training if it has been more than five years since they received
comprehensive training. We are working to notify all personnel that have not
completed refresher training within the past 5 years, and are currently serving as
Headquarters COTRs. The notification will remind the COTRs of the requirement
and explain how to register for the upcoming classes. Additionally, we intend to
establish a process during the upcoming months, but not later than the end of
calendar year 2007 to ensure that individual notifications are sent to COTRs in
need of the refresher training. COTRs will be given a reasonable amount of time to
complete the refresher training or their delegation will be terminated and a trained
COTR will be appointed. In addition, we will revise the NFS policy to make it
clearer that refresher training is required on a continuing five-year cycle as long as
an individual remains a COTR.

Again, thank you for the opportunity to review and comment on the subject draft
memorandum. If you have any questions regarding this response, please contact
Pay| erts on (202) 358-2260.

3 Enclosures
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cC:

Associate Administrator for Institutions and Management
Acting Assistant Administrator for Procurement

Assistant Administrator for Security and Program Protection
Director, Goddard Space Flight Center

Director, Lyndon B. Johnson Space Center

Director, John F. Kennedy Space Center
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