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W September 14, 2000

TO: A/Adminigrator
FROM:  W/Inspector Generdl

SUBJECT: INFORMATION: Transfer of Externa Tank Display to Kennedy Space Center
Vistor Complex
Report Number 1G-00-044

The NASA Office of Inspector General has completed an audit of the Stennis Space Center
(Stennis) transfer of a Space Shuttle externd tank display (externd tank) to the Kennedy Space
Center (Kennedy) Visitor Complex. We found that the Stennis Public Affairs Office used
nonappropriated funds to effect an unauthorized augmentation of NASA's budget. This
condition occurred because senior Kennedy and Stennis officials did not follow Agency policy
in entering into a bilateral agreement to transfer amock-up® externa tank to Kennedy's Visitor
Complex. In exchange for transferring the externd tank, the Kennedy Visitor Complex
Concessioner, Delaware North Parks Services of Spaceport, Inc. (Delaware North), paid
$500,000 in nonappropriated funds to the Stennis Exchange,? which deposited the amount in an
interest-bearing account for use by the Stennis Public Affairs Office. That office subsequently
used the $500,000 to construct an addition to the Stennis Visitor Center and to acquire new
exhibits. Stennis should have paid for those activities with gppropriated funds, because no
gtatutory authority provides for the acceptance and use of the nonappropriated funds from
Delaware North.

Background
The externd tank is one of three magjor dements® of the Space Shutttle's main propulsion system

and serves as the Shuttle's structurd backbone. The externa tank holds more than ahaf million
gdlons of liquid oxygen and liquid hydrogen thet fud the Shuttleés main

! A mock-up isascale model, usually afull-sized replica, of astructure or apparatus used for instructional or
experimental purposes. Thetransferred external tank isafull-sized replica.

% The Stennis Exchange is a nonappropriated fund instrumentality whose mission is to operate activities
contributing to the efficiency, welfare, and morale of NASA personnel. NASA Policy Directive (NPD)
9050.6E, “NASA Exchange Activities,” December 2, 1997, states that the purpose of the NASA Exchangeis
to operate activities contributing to the efficiency, welfare, and morale of NASA personnel.

% The three major elements that comprise the Space Shuttle's main propulsion system are (1) two solid rocket
boosters, (2) three main engines, and (3) the external tank.



engines during liftoff. NASA purchased the subject externd tank in 1977 for $500,000.*
Thetank wasinitidly located a the Marshall Space Hight Center (Marshdl). Marshdl
transferred the externa tank to Stennisin April 1990.

On February 27, 1997, the Directors of Kennedy and Stennis Space Centers entered into a
bilateral agreement (see Appendix B) whereby Stennis agreed to transfer an external tank
mock-up display, located at the Stennis Visitor Center, to the Kennedy Visitor Complex for use
asamagor exhibit. In return for the externa tank, Kennedy directed its Visitor Complex
Concessioner, Delaware North, to pay $500,000° to the Stennis Exchange. The bilatera
agreement stated that the payment was to compensate Stennis for the potential 1oss of future
revenue to the Stennis Visitor Program due to the externd tank transfer. Stennis officids
subsequently stated that because appropriated funds were not available for a proposed
expangon of the Stennis Vigtor Center, the funds received for the externa tank transfer would
be used for congtruction.

Recommendations

We recommended that the Director, John C. Stennis Space Center direct the Stennis Chief
Financid Officer to remburse the Stennis Exchange from gppropriated funds, an amount equd
to dl nonappropriated funds obligated by the Stennis Exchange that were used to augment
NASA's gppropriation by constructing the addition to the Stennis Visitor Center and to acquire
new exhibits. Also, upon receipt of the gppropriated funds reimbursement, the Stennis
Exchange Council should refund the $500,000 payment received for the externd tank transfer
and the accumulated interest to Delaware North. Further, the Director, John F. Kennedy
Space Center, should direct the NASA Contracting Officer for Kennedy's concession
agreement to direct Delaware North to redeposit the $500,000 and accumulated interest
received from the Stennis Exchange to the exhibits fund.

M anagement's Response

Management nonconcurred with the conclusions and recommendations in the report (see
Appendix C). Management stated that we used a narrow interpretation of the broad authority
given to the Agency in the Space Act and disputes the underlying premise of the report.
Management stated that the transfer of the externd tank to Kennedy and the payment of
nonappropriated funds to the Stennis Exchange were two separate transactions.

We resffirm our position with respect to both the finding and recommendations and have
requested management to reconsider its position and provide additiond comments. We

* The NASA Equipment Management System shows the cost of the external tank (Equipment Control
Number 1013861) as $500,000.

® Prior to the February 27, 1997, agreement, Delaware North had budgeted funds to contract for the
fabrication of anew external tank mock-up to display at the Kennedy Visitor Complex.



do not agree with management's position and believe it is based on an overly broad and liberd
interpretation of not only the Space Act, but aso of Kennedy's concession agreement with
Deawvare North. The documentation supporting this transaction clearly shows that the payment
of $500,000 to the Stennis Exchange was dependent on ddlivery of the externd tank to
Kennedy and was, in substance, a single transaction rather than two separate and unrelated
events.

We provide a detailed response to management's comments in Appendix D of the report.
[original signed by]

Roberta L. Gross

Enclosure

Final Report on Audit of Transfer of Externa Tank Display to Kennedy Space Center
Vigtor Complex
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w September 14, 2000

TO: AA/Director, John C. Stennis Space Center
AA/Director, John F. Kennedy Space Center
B/Chief Financid Officer
JAssociate Adminigrator for Management Systems

FROM: W/Assgtant Inspector Generd for Auditing

SUBJECT:  Find Report on Audit of Transfer of External Tank Display to Kennedy Space
Center Vigtor Complex
Assignment Number A0000200
Report Number 1G-00-044

The subject find report is provided for your use and comments. Our eva uation of your response
Isincorporated into the body of the report and into Appendix D. With respect to management's
nonconcurrence with the recommendations, we request that management recongder its position
and submit additional comments by November 13, 2000. The recommendations will remain

open for reporting purposes.

If you have questions concerning the report, please contact Mr. Kevin J. Carson, Program
Director, Safety and Technology Audits, at (301) 286-0498, or Mr. Oscar Lindley, Auditor-in-
Charge, at (228) 688-1493. We appreciate the courtesies extended to the audit saff. Thefina
report distribution isin Appendix E.

[original signed by]
Rus=l A. Rau

Enclosure



CC:

B/Comptroller

BF/Director, Financial Management Divison
G/Generd Counsdl

JM/Acting Director, Management Assessment Division
M/Associate Adminigtrator for Space Hight
P/Associate Adminigtrator for Public Affairs



NASA Office of I nspector General

| G-00-044 September 14, 2000
A0000200

Transfer of External Tank Display to Kennedy Space Center
Visitor Complex

I ntroduction

The NASA Office of Ingpector Generd (OIG) has completed an audit of the Stennis transfer of
a Space Shuttle external tank display (externd tank) to the Kennedy Vistor Complex. The
overal objective of the audit was to evauate the propriety and use of $500,000 paid by the
Kennedy Vistor Complex Concessioner to the NASA Exchange at Stennisin relion to the
transfer of the externa tank. The specific objective was to determine whether the payments
were appropriate and reasonable and were for authorized purposes.

The Stennis Exchange is a nongppropriated fund insrumentaity whose misson isto operate
activities contributing to the efficiency, welfare, and morde of NASA personnd.

Appendix A contains further details on the audit objectives, scope, and methodology.

Resultsin Brief

Senior Management Officids a Kennedy and Stennis did not follow established policies for
transferring property between NASA Centers without reimbursement of property cos.
Consequently, the Kennedy Vidtor Complex Concessioner made an unauthorized payment of
$500,000 in nongppropriated funds to the Stennis Exchange. The Stennis Public Affairs Office
used the $500,000 to fund a congtruction project and additiona public exhibits at the Stennis
Vigtor Center, which resulted in an unauthorized augmentation of NASA's gppropriation.

Background

The National Aeronautics and Space Act of 1958 (Space Act), as amended, alows NASA to
use nonappropriated funds of concessionersto fund construction, maintenance, and operation of
al manner of facilities and equipment for vistors and to provide services incidenta to the
dissemination of information concerning the Agency’s activities. The Stennis Vidtor Center is
not operated under a concession agreement. The Stennis Public Affairs Office manages the
Stennis Vistor Center with support personnel provided by the Center's facilities operations
contractor. The Stennis Exchangeis not a concessoner, but rather an insrumentality of the
Federa Government under NASA's control.®

® NPD 9050.6E, "NASA Exchange Activities," December 2, 1997, identifies NASA Exchanges as
instrumentalities of the United States that must be under NASA's control, and ownership interests must be
with the Government.



The Delaware North concession agreement with Kennedy states that the Government will
provide on a no-charge basis, various exhibits, displays, and artifacts’ for public viewing at the
Kennedy Vistor Complex. The externd tank transferred from Stennisis classified as an artifact
and is permanently displayed in the Space Shuttle Exhibit at the Kennedy Visitor Complex.
Stennis and Delaware North completed the transfer of the externa tank with Delaware North
reporting the tank as " Contractor Acquired Property" with a vaue of $500,000 on NASA
Form 1018, "NASA Property in the Custody of Contractors." Delaware North aso paid
shipping cogts of gpproximately $112,000 to trangport the externa tank from Stennis to the
Kennedy Visitor Complex.

Transfer of Space Shuttle External Tank

Finding. The Stennis Public Affairs Office used nongppropriated funds to effect an unauthorized
augmentation of NASA's budget. This condition occurred because senior Kennedy and Stennis
officids did not follow Agency policy in entering into a bilaterd agreement to transfer a mock-up
externd tank to Kennedy's Visitor Complex. In exchange for transferring the externd tank, the
Kennedy Vigtor Complex Concessioner, Delaware North, paid $500,000 in nonappropriated
funds to the Stennis Exchange, which deposited the amount in an interest-bearing account for
use by the Stennis Public Affairs Office. That office subsequently used the $500,000 to
congtruct an addition to the Stennis Visitor Center and to acquire new exhibits. Stennis should
have paid for those activities with gppropriated funds, because no statutory authority provides
for the acceptance and use of the nonappropriated funds from Delaware North.

NASA Requirements Governing Transfers of Property

NASA Handbook (NHB) 4200.1D, "Equipment Management Manua," April 1, 1992,
establishes requirements and procedures for NASA and its contractors to screen the NASA
Equipment Management System prior to purchasing new equipment. Screening the system is
done to determine whether the desired item or an acceptable subgtitute isavailable. The system
identifies available items as having status codes of B, C, or D. Status code B itemsinclude
"inactive equipment gpproved for retention as a nationa asset,”" which would include the externd
tank transferred to Kennedy since it is classfied as an artifact. Once an item isidentified as
being available for transfer and the requester

" An artifact is a unique object that documents the history of the science and technology of aeronautics and
astronautics. Itssignificance and interest stem mainly from its relation to: (1) historic flights, programs,
activities, or incidents; (2) achievements or improvements in technology; (3) our understanding of the
universe; and 4) important or well-known personalities.
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has agreed to accept the trandfer, the transfer is effected using an unfunded purchase request.
Using an unfunded purchase request to transfer property, in effect, means that the transfer isto
be made without reimbursement.

NHB 4300.1, "NASA Persona Property Disposal Manual,” March 27, 1987, states that
NASA ingdlations will use excess and surplus property to the maximum extent feasble to fill
exiging needs and satisfy requirements prior to initiating new acquisitions. The NHB further
requires that a NASA Center requesting excess property from another Center pay only for
shipping expenses, except when the requested itemisingaled. For ingdled items, the
requesting Center is also required to bear the costs of dismantling and removing the item.

Federal Appropriations Guidance

Section 4-5 of Generd Accounting Office, "Principles of Federd Appropriations Law,” states
that "an agency cannot do indirectly whet it is not permitted to do directly.” Additiondly, Section
6-103 states:

As ageneral proposition, an agency may not augment its appropriation
from outside sources without specific statutory authority. The
prohibition against augmentation is a corollary of the separation of
powers doctrine. When Congress makes an appropriation, it is also
establishing an authorized program level. In other words, it istelling the
Agency that it cannot operate beyond the level that it can finance under
its appropriation. To permit an Agency to operate beyond this level
with funds derived from some other source without specific
congressional sanction would amount to a usurpation of the
congressional prerogative. Restated, the objective of the rule against
augmentation of appropriationsisto prevent a Government agency from
undercutting the congressional power of the purse by circuitously
exceeding the amount Congress has appropriated for that activity.

External Tank Transfer to Kennedy in Exchange for Reimbur sement

As part of the transfer agreement signed by the Kennedy and Stennis Center Directors, Stennis
agreed to rdease any and dl interest in the externd tank if Kennedy:

Will direct its concessioner (Delaware North), through its Vigitor Complex, to pay the
Stennis Exchange $500,000 to compensate Stennis for the potentid loss of future revenue
to the Stennis Visitor Program due to the externa tank transfer. A payment of $250,000
will be made when the externd tank is ddlivered at Kennedy, with the remaining $250,000
paid before April 30, 1998.

Will dlow Stennisto review the list of artifacts and/or mock-ups not used by the Kennedy
Vidgtor Program for possible use at the Stennis Vigtor Center.

Will provide advice, through its Visitor Complex, to Stennis in terms of design concepts for
Stennis Vistor Center enhancements and/or congtruction.



Agreed that Stenniswill recalve priority in obtaining another externd tank for display in the
event another one becomes available for Vistor Center programs.

Stennis shipped the external tank to Kennedy in December 1996. In April 1997, Delaware
North made the first payment of $250,000 to the Stennis Exchange and made the second
payment in May 1998.

Paymentsto the Stennis Exchange for External Tank

Stennis transferred the externd tank, an item of NASA equipment, to Kennedy in exchange for
reimbursement. NHB's 4200.1D and 4300.1 state that transfers of equipment or persona
property between NASA Centers are nonreimbursable, with the exception of shipping charges
paid by the requesting Center. The $500,000 paid to the

Stennis Exchange was derived from the Delaware North Exhibits Fund,2 held in trust by
Deaware North for improvements to the Visitor Complex as part of the concession agreement
with Kennedy. The Delaware North Exhibits Fund was established to provide for the
replacement, renovation, upgrade, and generd improvement of existing Kennedy Vistor
Complex exhibits, displays, and mgjor audio-visua equipment. The fund is not intended for
making payments for the "potentia loss of future revenue” or for funding projects at other
NASA Centers.

At the time the agreement to transfer the tank was signed, Delaware North had budgeted to use
aportion of the Exhibits Fund to contract for the fabrication of a new externa tank mock-up to
display at the Kennedy Visitor Complex. Evidence that the $500,000 payment was for
acquiring the externd tank and was not related to a potential loss of future revenue is provided
in Kennedy's direction to Delaware North. In aletter dated April 21, 1997, the NASA
Contracting Officer directs Delaware North to make the first $250,000 payment to the Stennis
Exchange. The letter states that the payment is “for the externd tank for the Shuttle Orbiter
Exhibit." InaMay 12, 1998, memorandum to Delaware North, the Kennedy Director of
Procurement states that "Delaware North purchased the externd tank from Stennis.”

The transaction between Delaware North and Stennis gppears to be payment from Delaware
North to a nonappropriated fund activity that would not require enabling statutory authority.
However, the substance of the transaction is a payment from Delaware North to construct an

8 Delaware North's Concession Agreement with the Kennedy Space Center provides for the establishment of
three funds to be held in trust for Kennedy Visitor Complex improvements. The three funds and their
authorized uses are as follows:
Exhibits Fund - A trust account to provide, as directed by the Contracting Officer, for the
replacement, renovation, upgrade, and general improvement of existing Kennedy Visitor Complex
exhibits, displays, and major audio-visual equipment.
Facilities Fund - A trust account to provide, as directed by the Contracting Officer, for the
replacement, renovation, upgrade, and general improvement of existing Kennedy Visitor Complex
facilities, collateral equipment, and support infrastructure.
Transportation Fund - A trust account to provide, as directed by the Contracting Officer, for the
replacement, upgrade, and general improvement of existing Kennedy Visitor Complex vehicles and
transportation systems, and expansion of the base fleet.
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addition to the Stennis Vigtor Center, which is an activity requiring the use of funds
appropriated by Congress for this purpose. Correcting this transaction to ensure compliance
with applicable appropriations guidance can result in an Anti-Deficiency Act® Violation. Such a
violation would occur to the extent that insufficient gppropriated funds of the correct type and
fiscd year (FY) are available to obligate and disburse for congtruction of the Vistor Center
addition and for the acquisition of new exhibits.

The externd tank transfer was clearly conditiona upon the payment of funds from Delaware
North to the Stennis Exchange. Stennis officids involved in the trandfer told us that the externd
tank was the focal point of the outdoor exhibits a the Stennis Visitor Center and that the Center
would not have agreed to its transfer without compensation for itsloss. Stennis officids aso
dated that at the time of the transfer, appropriated funds were not available for a planned
expangon of the Stennis Vidgitor Center. Thisresulted in the bilaterd agreement between the
Directors of Kennedy and Stennis to transfer the tank to Kennedy in return for the funds
necessary to congtruct an addition to the Visitor Center.

Stennis properly prepared the documentation required by NHB 4200.1D and NHB 4300.1 for
initiating a nonreimbursable transfer of the externd tank to Kennedy. However, Stennis actudly
effected areimbursable transfer by requiring Kennedy to provide compensation of $500,000,
which was NASA’s origind cost of thetank. Identifying the $500,000 payment as
compensation for potentia loss of future revenue to the Stennis Vigitor Program, as cited in the
transfer agreement between Kennedy and Stennis, does not make this transaction a
nonreimbursable transfer.

Basisfor Potential L oss of Revenue

Stennis could provide no evidence for its position that the $500,000 payment was to
compensate for the potentia oss of future revenue to the Stennis Vigtor Program. Rether, the
amount paid for lost revenue ($500,000) was identical to the cost of the external tank reported
in NASA's Equipment Management System. Stennis receives no revenue from the public in
operating its Vidtor Center. The generd public isdlowed to view dl exhibits and participate in
activities without charge. Stennis management officials stated that the "potentia loss of future
revenue'’ realy meant an anticipated |oss of revenue to the Stennis Exchange. The Stennis
Exchange operates a souvenir shop in the Vigtor Center, and it was anticipated that the shop
would have reduced revenues as aresult of transferring the externd tank, one of the Vistor
Center'sfocd point exhibits. Stennis management officias told us that a significant decreasein
the number of visitors was projected because of the absence of the external tank. However,
Stennis could provide no support for the projected decrease. Our andysis of vistor statistics
and souvenir shop sales data showed that the projected decrease did not occur. In fact, there
was an increase in the number of visitors and a corresponding increase in revenues of the
Exchange s souvenir shop as shown in the following table,

° The Anti-Deficiency Act (31 United States Code 1341, 1342, and 1517) provides that Federal employees
shall not authorize an obligation under any appropriation in excess of the amount available or for any
purpose in advance of authorization by law.



Stennis Visitor Center
Number of Visitor¥Souvenir Shop Gross Sales

FY Number of Vidtors  Gross Sales
1990 (Stennis receives external tank) 116,646 $182,500
1991 114,202 $149,200
1992 113,726 $171,100
1993 111,931 $154,600
1994 103,031 $163,000
1995 102,982 $183,700
1996 (external tank transferred to K ennedy) 91,185 $179,100
1997 109,628 $212,200
1998 111,765 $187,900
1999 112,454 $189,800

! The Visitor Center auditorium was closed for a4-month period for refurbishment. Bookings of school
groups were suspended during that time.

2 Theincrease was attributed to new exhibits, special events, increased tourism, and heightened media
awareness of the Stennis Visitor Center through use of aWeb site.

During FY's 1990 through 1996, the Stennis Visitor Center had an average annud attendance
of 107,672. From FY's 1997 through 1999, or after the external tank was transferred, average
attendance at the Stennis Visitor Center increased to 111,282. During this same period,
average annual gross saes at the Exchange's souvenir shop rose from $169,029 to $196,633.

Even if a programmatic decison had been made to transfer the externd tank in furtherance of a
NASA program or mission, the Exchange would not be due any form of compensation for the
financid impact. NASA has authority to transfer exhibits, without consderation of Exchange
activities, to locations that best promote NASA'’'s programs and mission.® As previoudy
dtated, however, the transfer of the external tank does not change the substance of the
transaction that resulted in Delaware North funds being used for purposes that require the use of
appropriated funds.

1 NHB 4200.1D, "NASA Equipment Management Manual," states Government equipment is not owned by
the holder, and action will be taken, when it makes economic and programmatic sense, to move such
eguipment from one use and user to another, including movement among offices, functions, programs,
contractors, and installations.



Addition to Vistor Center Constructed With Funds Received From Ddaware North

The Stennis Exchange deposited the $500,000 payment from Delaware North into an interest-
bearing account with the Hancock Bank for the exclusive use of the Stennis Public Affairs
Office for making Vistor Center improvements. In June 1998, the Stennis Exchange awarded a
firm-fixed-price contract for $432,031 to D.N.P., Inc., to construct a 7,000 square foot
expangon to the Stennis Visitor Center, afacility that was originaly congtructed with
appropriated funds. The Stennis Exchange paid for this contract with funds from the Stennis
Exchange's account with Hancock Bank. At the direction of the Stennis Public Affairs Office,
the Stennis Exchange is dso using funds, including accrued interest from the same account, to
acquire exhibits to be displayed in the expanded Visitor Center.

Although the Space Act alows NASA to use nonagppropriated funds of concessioners for
congtruction and other activities, the Stennis Exchange is not a concessioner, but an
ingrumentality of the Federd Government under NASA's control. Therefore, the Stennis
Exchange lacks the authority given concessioners to use nongppropriated funds for constructing
aVigtor Center expansion. Further, NASA Vistor Center exhibits and displays promoting the
mission and programs of NASA are also normally acquired with appropriated funds provided
for public afairs activities™ It is the responsibility of NASA, not the Stennis Exchange, to
promote the Agency's programs and projects. By constructing the addition and acquiring
exhibits, the Stennis Exchangeisinvolved in activities outside its authorized purpose. The
resulting facility congtruction and acquisition of exhibits occurred outside specific gppropriation
authority and without congressiond gpprovdl.

Unauthorized Augmentation of NASA's Budget

The Stennis Public Affairs Office use of nonappropriated funds to congtruct the Visitor Center
addition and to acquire new exhibits congtitutes an unauthorized augmentation of NASA's
budget. The Genera Accounting Office Principles of Federd Appropriations Law statesthat an
agency cannot do indirectly what it is not authorized to do directly with gppropriated funds and
that an agency may not augment its gppropriation from outside sources without specific Satutory
authority.

The Comptroller Generd of the United States referenced the prohibition against an agency
augmenting its gppropriation in an opinion concerning an agency's use of interest earned on
appropriated funds. In an opinion dated February 24, 2000, to the Trustee, Court Services and
Offender Supervison Agency for the Didrict of Columbia, the Comptroller Genera stated:

When an agency retains and spends funds received from outside
sources, it augments its appropriation to the extent that such amounts
result in agency spending in excess of the level established by the
appropriation act. An agency's authority to augment its appropriation

" NASA Management Instruction 1387.1D, “NASA Exhibits Program,” December 19, 1990, states that
funding for the design, construction, and procurement of exhibits, exhibit materials, and exhibit
refurbishment will normally be borne by the proponent installation.
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is no greater than its authority to spend funds in the absence of an
appropriation.  Further, even when a law authorizes an officer or
employee to receive funds from outside sources, the authority to spend
the funds must be provided in law. The authority to spend may not be
inferred from the absence of an express prohibition to spend in the law
authorizing the collection.

Regarding the use of nonappropriated funds for congtruction and the acquisition of new exhibits,
Stennis did not have specific statutory authority to either receive the funds from Delaware North
or to use the funds for these purposes.

Conclusion

In our opinion, Stennis and Kennedy management pursued "cregtive financing” to further the
NASA misson. However, management lacked the statutory authority to do so. Accordingly,
management should ensure that (1) only appropriated funds are used for the facility construction
project and purchase of exhibits; (2) the $500,000 and accrued interest isrepaid to Delaware
North; and (3) Delaware North redeposits the funds in the exhibits fund. In addition, Stennis
should ensure that sufficient appropriated funds of the correct appropriation and fisca year are
avallable to fund congtruction activities.

Recommendations, Management's Response, and Evaluation of
Response

The Director, John C. Stennis Space Center, should:

1. Direct the Stennis Chief Financial Officer to take appropriate actionsto
reimbur se the Stennis Exchange from appropriated funds, an amount equal to all
nonappropriated funds obligated by the Stennis Exchange that wer e used to
augment NASA's appropriation by congtructing the building addition to the Stennis
Vidgtor Center and to acquire new exhibits. The appropriated funds should be from
thefiscal year in which the obligations wereincurred.

2. Upon receipt of the appropriated fundsreimbursement, direct the Stennis
Exchange Council to refund the $500,000 payment received for the external tank
transfer and the accumulated interest to Delaware North.

3. TheDirector, John F. Kennedy Space Center, should direct the NASA Contracting
Officer for Kennedy's concession agreement with Delawar e North to direct Delawar e
North to redeposit the $500,000 and accumulated interest received from the Stennis
Exchange to the exhibits fund.

Management's Response. Nonconcur. Management stated that the OIG used a narrow
interpretation of the broad authority given to the Agency in the Space Act and that management
disputes the underlying premise of the report. Management stated that the transfer of the



externd tank to Kennedy and the payment of nonappropriated funds to the Stennis Exchange
were two separate transactions that need to be examined. On the one hand, one NASA Center
transferred a Government-owned externa tank to another, with title retained in the Government
at al times. Such transfers happen regularly between NASA Centers and, aslong asthe
transfer is properly documented, there should be no questions about its propriety. On the other
hand as a separate transaction, aNASA concessioner from one Center provided
nonappropriated funds for an addition to a Visitor Center at another NASA Center. Itisclear
that the Space Act authorizes the use of nonappropriated funds from concessionersto do
exactly that.

The complete text of management's commentsisin Appendix C.

Evaluation of Management's Response. Management's comments are not responsive to
the recommendations. We do not agree with management's position and believeit is based on
an overly broad and liberal interpretation of not only the Space Act, but aso of Kennedy's
concession agreement with Delaware North. The Space Act does alow NASA to use
nonappropriated funds of concessioners to fund construction, maintenance, and operation of al
manner of facilities and equipment for vistors. However, the Stennis Visitor Center is not
operated under a concession agreement. The nonappropriated funds were deposited in the
Stennis Exchange account. The Stennis Exchange is not a concessioner, but rather an
ingrumentdity of the Federa Government under NASA's control, and its primary misson isto
operate activities contributing to the efficiency, wefare, and morale of NASA personnd. We

a so take exception to management's rational e that Kennedy's current concession agreement
alows Delaware North funds to be used at other NASA Centersfor constructing facilities. The
$500,000 paid to the Stennis Exchange was derived from Delaware North's *Exhibits Fund*
which, as defined in the concession agreement, is to provide, as directed by the Contracting
Officer, for the replacement, renovation, upgrade, and genera improvement of existing Kennedy
Vidtor Complex exhibits, displays, and magor audio-visud equipment. Thereisno mention in
the concession agreement that these funds can be used to congtruct facilities at any NASA
Center other than Kennedly.

Management has no foundation for its comment that separate transactions effected the transfer
of the tank and the providing of nonappropriated funds from a concessioner at one Center for
the congtruction of an addition at another Center. Although Centers routingly transfer property,
such transfers do not normaly occur under the auspices of aforma written agreement signed by
not only the Center Directors, but also senior NASA officials on the Directors respective saffs.
Further, the agreement clearly states that in return for transferring the externa tank to Kennedy,
the Kennedy concessioner would pay the NASA Exchange at Stennis $500,000, payablein an
amount of $250,000 when thetank is



delivered to Kennedy and another $250,000 by April 30, 1998. The agreement as worded,
clearly indicates that the payment of $500,000 to the Stennis Exchange was dependent on
deivery of the externd tank.

We are requesting that management reconsider its position and provide additional comments on
esch of the recommendations. The recommendations are unresolved and will remain
undispositioned and open for reporting purposes. Our additiona comments on management's
response are in Appendix D.
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Appendix A. Objectives, Scope, and M ethodology

Objectives

The overdl objective of the audit wasto evauate the propriety and use of funds paid to the
NASA Exchange a Stennisin relation to the transfer of an externd tank to the Kennedy Visitor
Complex. The specific objective was to determine whether the payments were appropriate and
reasonable and were used for authorized purposes.

Scope and M ethodology
To accomplish our objectives, we:

Obtained an overall understanding of the February 27, 1997, bilateral agreement between
the Kennedy and Stennis Center Directors regarding the transfer of the externd tank.

Reviewed the payments made by Delaware North to the Stennis Exchange and the
subsequent use of the funds.

Reviewed NASA'’s policies and procedures for (1) equipment transfers between Centers,
(2) activities of NASA Exchanges, and (3) management of the NASA Exhibits Program.

Reviewed the Kennedy Visitor Complex's Concesson Agreement with Delaware North
and the agreement's relationship to the externa tank transfer in order to identify the
responsibilities and requirements of the Kennedy Concessioner.

Reviewed the Nationa Aeronautics and Space Act of 1958 to determine NASA’ s authority
to (1) use a concessioner to operate aNASA Visgtor Complex, (2) establishaNASA
Exchange, and (3) accept cash donations from outside sources.

Reviewed the Generd Accounting Office "Principles of Federad Appropriations Law” to
identify policies and procedures related to the augmentation of appropriations.

Reviewed Stennis Exchange files and documents relative to the receipt and use of funds
obtained from Delaware North.

Interviewed personnd at Kennedy, Stennis, and NASA Headquarters regarding the

externa tank transfer and associated payments, including the basis for the amount of funds
received.

11
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Interviewed Delaware North personnd to obtain information regarding payments made to
the Stennis Exchange and to understand processes used to carry out contractual
respongbilities.

Reviewed the Stennis Exchange congtruction contract with D.N.P., Inc.
M anagement Controls Reviewed

We reviewed management controls relative to (1) transferring persona property or equipment,
(2) nonappropriated fund activities including NASA exchanges, and (3) uses of appropriated
and nongppropriated funds. As discussed in the finding, sufficient management controls arein
place governing the transfer of persond property or equipment and the proper use of
gppropriated and nonappropriated funds. However, as described in the finding section of this
report, the two Centers did not follow these controls.

Audit Field Work
We conducted field work from October 1999 through March 2000 at NASA Headquarters,

Stennis, and Kennedy. We performed the audit in accordance with generdly accepted
government auditing standards.



Appendix B. Agreement Terms

Nationa! Agronautics and
Space Adminislration

John C. Stennis Space Center
Stennis Space Center, MS 39529-8000

gpty 10 AnN o

CA02-96-175 FEB 27 1997

Mr. Jay Honeycutt

Director

John F. Kennedy Space Center

National Aeronautics and Space Administration
Kennedy Space Center, Florida 32899-0001

Dear Mr. Honeycutt:

This letter agreement captures the essence of conversations
we, members of our staffs, and Marshall Space Flight Center
(MSFC) employees have had regarding the Space Shuttle
External Fuel Tank (External Tank) that has been displayed
at the Visitors Center at Stennis Space Center (SSC). Your
signature at the end of this letter will confirm our
agreement whereby SSC is transferring this External Tank to
Kennedy Space Center.

The Shuttle External Tank being transferred has been
displayed outside the SSC Visitors Center as a key outdoor
exhibit of our visitors’ center program. However, we
recognize KSC’s Visitor Center is completing a major
exhibit, a portion of which is dependent upon the exhibition
of an External Tank. No other External Tanks are currently
available for its Visitor Center. Therefore, SSC agrees to
transfer the External Tank formerly located at SSC to KSC
pursuant to an agreement between the parties as set forth in
this letter.

As a result of the above noted conversations, the following
responsibilities have been agreed upon:

A. NASA/SSC will perform the following tasks, and other
such tasks as may be necessary to meet the purpose of
this agreement:

13
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SSC agrees to deliver the External Tank to
the Michoud Assembly Facility and agrees
t0 release any and all interest in said
External Tank to KSC.

B. NASA/KSC agrees to perform the following tasks, and
other such tasks as may be necessary to meet the purpose of
this agreement:

1. KSC will direct its concessioner, through its
Visitor Center, to make payment to the NASA Exchange
~ SSC Branch the sum of $500,000 to compensate SSC
for the potential loss of future revenue to SSC’s
Visitor Program due to transfer of this major
exhibit to KSC. A payment of $250,000 will be made
when the External Tank is deliverad at XSC, and the
remaining $250,000 will be paid before April 30,
1998,

2. KSC will allow SSC to review the list of artifacts
and/or mock-ups which are presently not being used
by the KSC Visitors Center Program (the list is
attached as Exhibit “A”), and SSC will be allowed a
-period of up to six months to make a determination
of which of the exhibits would be of beneficial use
to SSC. Upon this determination, KSC will release
these displays to SSC, and SSC will be responsible
for packing and transporting these exhibits to SSC.

3. KSC, through its Visitors Center, will provide
advice to SS5C in terms of design concepts for
visitors center enhancements and/or construction.
This provision 18 subject to SsC payment of travel,
if any, and the availability of KSC personnel.

In order to complete this lettar agreement, the following
Personnel are designated as the key officials for their
respective parties. These key officials are the principal
points of contact between the parties in the performance of
this agreement.
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NASA/SSC
Kirk Miller (Technical Support)
601-688-1092

NASA/SSC
Myron Webb (Public Affairs Support)
601-688-3341

NASA/MSFEC
Parker Counts (External Tank Management Support)

205-544-1292

NASA/KSC
Roger Hall (Technical Support)
407-867-7373

NASA/KSC
Larry Mauk (Public Affairs Support)
407~867-2363

It is further agreed that in the event another external tank
becomes available in the future for visitors’ center
programs, that S5C will receive priority to display this
external tank.

Please feel free to contact either of the SSC points of
contact if you have any questions. If not, please sign the
acceptance part of this agreement and send it to me for
completion.

Sincerely,

7

ﬁby S; Estess
SSC Director

iz Z heon

Jay/ Honeycu 4 Date
Direc
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Concurrence:

NOT APPLICABLE

Parker Counts
MSFC External Tank Project
Manager

I /3 T

/Jon B. Roth
SSC Exchange Operations Mgr.

L 3

gh Harris
Director, Public Affairs Office

Oirector, Proc¢

Date

z-20-27

Date

=/t 7

Date

2-1/-57

Date

Z—/8 -7

Date
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Appendix C. Management's Response

National Aeronautics and
Space Administration
Headquarters

Washingten. DC  20546-0001

S =4 2600
M
TO: Wi/Assistant Inspector General for Audit
FROM: M/Associate Administrator for Space Flight

SUBJECT: Draft Report on Audit of Transfer of External Tank Display to
Kennedy Space Center Visitor Complex
Assignment Number A0000200

In response to your May 23, 2000, letter transmitting the draft report on the
subject audit , we are forwarding the enclosed joint response from Stennis Space
Center and Kennedy Space Center. The response indicates a nonconcurrence
to the conclusions and recommendations provided in the draft report and |
support this position. We have designated Mr. Kenneth R. Human, Chief
Counsel at the John C. Stennis Space Center as the point of contact for this joint
response. Mr. Human can be reached at (228) 688-2164.

/oA
LY e, Sl e

&
/,«goseph H. Rothenberg

Enclosure

cc:
M-6/Mr. Reilly
MI/Mr. Malone
MX/Ms. Gabourel
B/Mr. Holz

B/Mr. Peterson
G/Mr. Frankle
J/Mr. Sutton
JM/Dr. Tynan
P/Ms. Wilhide
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See Appendix D,
OIG Comment 1

See Appendix D,
OIG Comment 2

JOINT SSC/KSC RESPONSE TO THE NASA INSPECTOR GENERAL’S
DRAFT AUDIT REPORT A0000200, “TRANSFER OF EXTERNAL TANK
DISPLAY TO KENNEDY SPACE CENTER VISITOR COMPLEX”
DATED MAY 23, 2000

|. Introduction

In its audit report the |G takes a narrow interpretation of the broad authority given
to NASA in the NASA Space Act; and, as a result, we dispute the underlying
premise of the report and nonconcur with its conclusions and recommendations.
The foundation of the IG’s position is that the construction of an addition to the
Stennis Visitor Center “is an activity requiring the use of funds appropriated by
Congress for this purpose.” (IG draft audit report, page 5.) NASA, however, has
specific statutory authority to use non-appropriated funds from concessioners to
construct and improve facilities for visitors. Congress enacted this authority in
section (c) (11) of the Space Act to encompass and authorize transactions such
as the one the IG finds fault with in this draft audit report.

In this case, non-appropriated concession revenues generated at KSC were
transferred to an account for non-appropriated funds of the Stennis branch of the
NASA Exchange for the purpose of funding an addition to the Stennis Visitor
Center. It was within the authority of the Space Act for SSC to use non-
appropriated concession revenues from another NASA center to construct the
addition.

There is no question that the transfer and use of the concession revenues should
have been better documented. More specifically, the letter agreement between
the two centers should have cited the authority of section (c) (11) of the Space
Act as the authority for the transfer. The NASA form 1509 that authorized the
addition to the Visitor Center correctly indicated that “non-appropriated” funds
would be used, but it should have more specifically identified “non-appropriated
concession revenues from KSC” as the source of the funding.

1. Economy Act Restrictions on the Use of Non-appropriated Funds

It is acknowledged that the |G position is premised upon a long, well-established
line of Comptroller General decisions that hold that Congress should fund the
cost of repairs and improvements to Government buildings and properties by
direct appropriations. It is also true that, generally, the alteration or improvement
of Government buildings cannot be financed by concessioners. This line of
cases relies on section 321 of the Economy Act of June 30, 1932, 40 U.S.C.
303b as amended, which provides that:

Except as otherwise specifically provided by law, the leasing

of buildings and properties of the United States shall be for a

money consideration only, and there shall not be included

in the lease any provision for the alteration, repair, or

ENCLOSURE
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improvement of such buildings or properties as a part of
the consideration for the rental to be paid for the use
and occupation of the same. The moneys derived from
such rentals shall be deposited and covered into the
Treasury as miscellaneous receipts. [Emphasis added].

The Comptroller General has held that these restrictive provisions of section 321
of the Act of June 30, 1932, cited above, are applicable to all such grants,
whether or not they meet the strict definition of leases. It has been specifically
held that these provisions are applicable to concession contracts. Concessions —
Repair, Etc., of Government Property, B-125035, 41 Comp. Gen. 493, February
1, 1962.

In Concessions, the Department of Interior unsuccessfully argued that
concession contracts entered into by the National Park Service (NPS) were not
“lease(s) of buildings and properties of the United States” within the meaning of
that phrase as used in section 321 of 40 U.S.C. 303b. The Comptroller General
found that, notwithstanding the particular term used to characterize payments for
the use of Government space and facilities, nothing changed the intrinsic
character of such payments as rental paid for the use of Government property.

The decision notes:
Since 1928 we held consistently that the operation of a
concession utilizing Government-owned facilities constitutes
a valuable privilege for which the Government should be
compensated and that contractual and other arrangements
relating to the establishment and operation of such activities
should be subject to existing statutory provisions governing
public contracts. 7 Comp. Gen. 806; 19 id 887; B-157, B-
32837, April 11, 1950.

In the 1962 Concessions decision, the Comptroller General also suggests the
recourse for agencies that want to use funds from a concessioner to repair or
improve Government facilities. In the penultimate paragraph the decision notes:

If you believe that the costs of repairs and improvements

should be financed by the concessioners under such

contractual arrangements rather than through direct

appropriations by the Congress, specific statutory authority

therefor should be obtained from the Congress as

contemplated by 40 U.S.C. 303b.

In 1973 the National Aeronautics and Space Act of 1958 was amended to add
specific statutory authority allowing NASA to use funds from concessioners to

finance the cost of constructing and maintaining certain Government buildings.
The amendment reads in pertinent part:
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See Appendix D,
OIG Comment 3

See Appendix D,
OIG Comment 4

[In the performance of its functions the Administration is
authorized -] to provide by concession, without regard to
section 321 of the Act of June 30, 1932 (47 Stat. 412, 40
U.S.C. 303b) ... for the construction of all manner of facilities
and equipment for visitors to the several installations of the
Administration...’

While the IG draft audit report refers to the existence of this “concessioner”
language in several places in its report, it fails to fully appreciate its significance.
Under this statutory authority, non-appropriated revenues from a NASA
concession agreement were properly used to construct an addition to the Visitor
Center at SSC.

The draft IG audit report recognizes that Delaware North is a bona fide
“concessioner” within the meaning of the Space Act. In this context, there should
be no question that revenues from the KSC concession agreement can be used
at KSC to construct and improve Government-owned buildings for the KSC
public visitor program. It also follows from the statutory language conceming
concessioners, however, that the funds generated by a KSC concessioner (or for
that matter any NASA concessioner) can be used to construct and improve
Government-owned buildings for visitors at any NASA installation. There is
nothing in the statutory grant of authority to NASA restricting expenditures for the
enumerated purposes to the site generating the concession income. And, in fact,
non-appropriated funds from KSC have been used, at least once before, in 1984
to construct the first major modification to the Visitor Center at SSC.

IIl. The Historical Background of the (c) (11) Space Act Amendment

It is important, in the context of this discussion, to consider the 1973 amendment
in its proper historical perspective. At the time the Space Act was enacted in
1958 few people could have anticipated the success and popularity that the
space program would soon enjoy. But by 1965 NASA was basking in the glory of
its first successes in human space flight and the number of public visitors to
NASA installations, and particularly KSC, had skyrocketed. KSC officials were
overwhelmed by the onslaught of tourists and were seeking appropriated money
to expand and upgrade KSC visitor facilities®. At the same time, NASA was
considering other options. There was a general desire to create and enable a
self-sufficient public visitor program that was independent of appropriated money.
(NASA’s budget, both in real dollars and as a percentage of the total Federal
budget, began a decline in 1966 that lasted ten years.®) If NASA could create a
self-supporting public visitor program, then taking care of tourists and telling the
NASA story would be one less drain on NASA’s budget.

A concessioner began operations at KSC in May of 1968 under the (c) (5)
authority of the Space Act. Although some NASA officials believed the “other
transactions” language of (c) (5) was sufficient authority to allow concessioners
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to run self-sufficient public visitor programs, other more conservative thinkers
worried about the implications of the long line of Comptroller General decisions
discussed previously. NASA'’s authority under (c) (5) may well have been
insufficient to overcome the provisions of section 321 of the Economy Act that
prohibit Agencies from allowing concessioner-funded improvements to
Government facilities, thereby augmenting Congressional appropriations. Based
on a conservative approach, the terms of the KSC agreement were designed to
avoid any potential appearance of augmentation of appropriations. The
agreement provided that, in the event that concessioner improvements to
government facilities were allowed, the concessioner would, at the end of its
term, restore the premises to their original condition (unless the Government
agreed to some other disposition of the improvements such as transfer to a
subsequent concessioner or an unconditional donation to the Government).

Prior to enactment of the Space Act amendment, NASA asked the NPS to do a
study of the public visitors program at KSC in 1965. Among its other
conclusions, NPS predicted huge increases in the number of public visitors to
KSC* and recommended the expansion of facilities for visitors. NPS also
indicated a willingness to take over the KSC public visitor program on behalf of
the Government. Although there were many reasons militating against such a
course of action, one compelling reason to turn over the KSC visitor program to
NPS was statutory authority that enabled NPS concessioners to put back excess
revenues into new and improved Government-owned facilities for visitors.®

NASA had another option more attractive than turning its visitor program over to
another agency and its concessioner. NASA could follow the Comptroller
General’'s advice in the Concessions case and get specific statutory authority for
concession operations. Upon enactment of such statutory authority, NASA
would not have to worry about augmentation of appropriation issues, and the
usual requirements for the disposition of miscellaneous receipts, when funds
from concession agreements were used to fund construction of, or improvements
to, Government-owned facilities for visitors. As a result of the amendment to the
Space Act enacted in 1973, NASA acquired statutory authority similar to that of
the NPS and retained control of its public visitor program in-house.

IV. Interpreting NASA's (c) (11) Authority

The issue whether non-appropriated concession revenues from one NASA
installation can be used to fund facilities for visitors at another is essentially an
Agency policy question. NASA is not restricted in making such decisions by the
Space Act’s concessioner language. Specifically, the Space Act's broad general
grant of authority is intended to give NASA the ability to attract concessioners
who will be able to make a profit running a public visitor program and who will
also be able to reinvest a part of this profit in new and improved Government-
owned facilities for visitors.
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See Appendix D,
OIG Comment 7

See Appendix D,
OIG Comment 5

See Appendix D,
OIG Comment 6

The fact that SSC does not have its own Visitor Center concessioner® does not
mean that only appropriated money can be used to fund the modification of
facilities for visitors at SSC. The Space Act’s grant of authority to expend such
concession funds does not say that these funds cannot be used to fund facilities
for visitors at another NASA installation. Indeed, one of the principal purposes of
the Space Act amendment was to relieve NASA of the requirement to use
appropriated money for facilities for visitors. In the Report of the Committee on
Science and Astronautics, authorizing appropriations to the National Aeronautics
and Space Administration for fiscal year 1974, it is stated:
Current budgetary limitations apparently will not permit such [public visitor)
accommodations to be financed from appropriated funds. The Committee
has reviewed this matter in detail with NASA officials to explore ways in
which present visitor information centers can be expanded or improved
without the expenditure of appropriated funds. Revenues generated
by sales of service and goods at the information centers appear to be an
excellent source of funds to defray the costs of improving and maintaining
existing facilities. [Emphasis added]

Under the current KSC concession agreement between NASA and Delaware
North, Delaware North can be directed to send concession revenues to other
NASA centers (as was the case under prior concession agreements with other
concessioners). In this case, non-appropriated concession revenues were sent
to SSC at the direction of KSC management for the specific purpose of funding
the improvement of NASA visitor facilities in concert with legislative intent
expressed above.

V. The Origin of and Basis for the Transfer of Concession Revenues to SSC

In 1983, SSC (which was then called the National Space Technology
Laboratories) had a very small Visitor Center. NASA management officials
realized that many of the tourists traveling to the 1984 World's Fair in New
Orleans would drive by SSC en route to and from New Orleans. Center Director,
Jerry Hlass, recognized the need to upgrade the Visitor Center to accommodate
this increased stream of tourists and tell the NASA story properly. In March of
1983 he sought appropriated “Construction of Facilities” money to fund an
addition to the Visitor Center; however, such funds were not available.
Headquarters Code B officials suggested that Mr. Hlass use concession funds
from KSC and directed KSC to transfer $250,000 in non-appropriated concession
revenues to SSC. These funds were used for the addition of 4,617 square feet of
floor area to the SSC Visitor Center in 1984.7

The KSC concession agreement with TWA provided, at that time, for a “Service
Improvement Account” (SIA). The SIA was the source of funds for the
construction of and improvements to Government-owned facilities for visitors at
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KSC and it was also the source of the concession revenues that were transferred
to SSC in 1983. Section “d.” of Article 4 of the concession agreement stated:

The SIA shall be used as directed by the Contracting Officer, for the
general improvement, expansion, or updating of NASA visitor services,
accommodations and tours at KSC or other designated NASA
installations, or for other uses beneficial to the KSC [Public Visitor
Program]. [Emphasis added]®

This provision, explicitly allowing the use of non-appropriated concession
revenues from KSC to fund improvements to facilities at other NASA installations
was added to the KSC/TWA concession agreement when it was reviewed at
Headquarters prior to its execution. NASA Headquarters added this provision
with the potential need for funding for smaller centers like SSC specifically in
mind. (The concession agreement at KSC was recompeted in 1995, and a new
company, Delaware North, was selected. Broad language in the new concession
agreement still provides a vehicle for transferring non-appropriated concession
revenues from KSC to fund improvements to facilities for visitors at other NASA
instaliations.®)

Years after the 1984 addition, in a telephone conversation in mid-1996, SSC
Center Director, Roy Estess, first proposed to the KSC Director, Jay Honeycutt,
that SSC should transfer the mock external tank on display on the grounds of the
SSC Visitor Center to KSC. Mr. Estess recognized the benefit that would accrue
to the Agency as a result of displaying the external tank at KSC rather than SSC
due to the higher volume of visitors to KSC; also, it would be a far more
impressive and educational experience to view the external tank as an integrated
component in the mock-up Shuttle display at KSC rather than as an isolated
component as it was displayed at SSC. Mr. Honeycutt accepted the offer. (Mr.
Estess planned to transfer the external tank regardless of any “potential loss of
future revenue” and without any requirement for compensation; it was clear to
him that this was the right thing for NASA to do.)

Mr. Estess, realized that the SSC Visitor Center was in 1996, once again,
inadequate in light of plans for new exhibits, special events and a Web site that
would attract media interest and stimulate tourism. Mr. Estess was also aware
that the KSC concessioner had previously planned to purchase a mock external
tank.’® In a subsequent conversation with Spaceport USA officials, Mr. Estess
expressed his desire to expand and upgrade SSC’s Visitor Center and asked
about the possibility that KSC concession revenues might be available for this
purpose'’. KSC management eventually agreed to direct the KSC concessioner
to transfer non-appropriated concession revenues to SSC, as KSC had
previously done in 1983, to fund the planned upgrade to SSC's Visitor Center.

Viewed in this light, there were really two separate transactions that need to be
examined; on the one hand, one NASA center transferred a Government-owned

See Appendix D,
OIG Comment 8

See Appendix D,
OIG Comment 9
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external tank to another, with title retained in the Government at all times. Such
See Appendix D, OIG transfers happen regularly between NASA centers and, as long as the transfer is
Comment 10 properly documented, there should not be any question about the propriety of the
transfer. The external tank remains Government property although it is now on
the property list of a different center, even though it is being exhibited by a
concessioner. On the other hand as a separate transaction, a NASA
concessioner from one center provided non-appropriated money for an addition
to a Visitor Center at another NASA Center,; it is clear that the Space Act
authorizes the use of non-appropriated funds from concessioners to do exactly
that.

T

VI. The KSC/SSC Letter Agreement

See Appendix D The attorneys who drafted the letter agreement were not privy to the original

! conversation between the two NASA Center Directors. Although an agreement
OIG Comment 11 is not required for a transaction between two NASA Centers, attorneys at the two
centers wanted to make sure there were no misunderstandings about the details
See Appendix D, of the transfer of the external tank and the transfer of concession revenues. (The
OIG Comment 12 external tank actually left SSC and began its journey to KSC in late 1996, before
the letter agreement was drafted.) The |G draft audit report calls attention to the
statement in the letter agreement that the KSC concessioner would make two
payments to the SSC branch of the NASA Exchange “for the potential loss of
See Appendix D, future revenue to SSC's Visitor Program due to transfer of this major exhibit to
OIG Comment 13 KSC.” In retrospect, the justification for the transfer of the concession revenues
to SSC should have simply (and more accurately) stated that KSC would direct
the transfer of the concession funds under the authority of section (c) (11) in
order for SSC to modify and improve its Visitor Center.

. It is not reasonable for the IG to attempt to characterize the transfer of the
See Appendix D, external tank as a sale. First, there w:s no change in ownership of the external
OIG Comment 14 tank. Second, SSC transferred the external tank to KSC, not Delaware North,
despite the statement at the bottom of page 2 of the audit report that “Stennis
and Delaware North completed the transfer of the external tank...” Finally,
Delaware North had neither the power or authority to “pay” SSC for the external
tank; KSC management, under the terms of its concession agreement, directed
Delaware North to send the concession funds to SSC. As evidence of its
See Appendix D, contention that the tank was sold, the IG audit report also cites letters from two
OIG Comment 15 KSC officials who either characterize the transfer as a purchase by Delaware
North or refer to “payment” for the external tank. The transfer should have been
better documented, and it may well have been mischaracterized by various
NASA officials, but the fact remains that when one NASA center transfers a piece
of Government-owned property to another NASA center, it is not a sale.
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VII. Use of the Exchange Account

The concession revenues from KSC were not transformed into something
different by virtue of being deposited, for bookkeeping purposes, into an interest-
bearing account for non-appropriated money in the name of the SSC branch of
the NASA Exchange. It is contradictory for the IG to assert that, for the purposes
of modifying the SSC Visitor Center, the funds from the Exchange account were
Exchange funds and not concessioner funds, but for the purpose of devising a
remedy for a perceived fiscal law violation, the same funds must be returned to
its concessioner source. Although, there is, at times, some overlap between the
authorized purposes to which non-appropriated Exchange funds and non-
appropriated concession funds can be used, in this case, the segregated funds
from each source (and the interest accruing thereto) were accounted for
separately in order to preserve their character and maintain a distinction, in terms
of the separate purpose and source of each.

In the subject transaction, the SSC branch of the NASA Exchange was merely
used as a banking repository for the funds from the KSC concessioner. The
Exchange account was used as a matter of administrative convenience to
achieve the joint KSC/SSC purpose of constructing an addition to the SSC Visitor
Center. SSC was not yet ready to contract for the new addition at the time the
non-appropriated funds from Delaware North arrived at SSC." The only account
for non-appropriated money that was available to hold the concession revenues
from KSC was that of the SSC branch of the NASA Exchange. The Delaware
North funds were segregated from other Exchange monies with the
understanding that they would only be used to fund the addition to the Visitor
Center.

A 1509 form was submitted to Headquarters early in May of 1998 as part of
NASA’s internal authorization process. The project was properly approved at
Headquarters several weeks before the construction contract was executed. The
1509 form correctly identifies non-appropriated funds from the NASA Exchange
as the funding source, but in retrospect a more insightful disclosure should have
stated that “non-appropriated concession revenues from KSC” were being used
by SSC™. Although funds for the addition eventually emanated from an
Exchange account, concession revenues generated by the sale of goods and
services at KSC were properly used to fund the Visitor Center addition at SSC.

VIIl. Conclusion

According to the |G position, in the absence of a concession agreement at a
particular installation, appropriated money must be used to fund the construction
of NASA facilities for visitors at that installation. The basis for the IG’s position is
not clear in the I1G audit report, it is contrary to previous NASA policy and
practice, and it is not grounded on any justifiable legal foundation.

See Appendix D, OIC
Comment 16

See Appendix D,
OIG Comment 17

See Appendix D,
OIG Comment 18
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The transactions that are the subject of this IG audit report have their genesis in
a conversation between two NASA center directors who believed the two
decisions they made were in the best interests of both NASA and the taxpayer.
The SSC Center Director decided to transfer an impressive piece of space
hardware to NASA’s premier tourist destination where it could be displayed as
part of a larger exhibit illustrating the Space Shuttle as it appears when it leaves
the launch pad. Finally, the KSC Center Director decided to send non-
appropriated revenues generated at KSC under KSC'’s concession agreement to
another NASA installation where it was used to fund the improvement of facilities
for visitors and to disseminate information about NASA, all in accordance with
the authority and power granted to NASA by the Space Act.

In an era of ever-tighter budgetary constraints, it would be imprudent for NASA
not to take advantage of the fiscal flexibility conferred by the Space Act. The use
of non-appropriated concession money to fund NASA facilities for visitors was
specifically authorized by Congress and signed into law by President Nixon. The
concessioner language in the Space Act is not limiting and does not prohibit
using non-appropriated funds generated by a concessioner to finance facilities
for visitors at another NASA installation; it authorizes just such uses. When KSC
management directed its concessioner to send funds to SSC, in this case and
once before in the past, and when SSC subsequently used those concessioner
funds to construct additions to its Visitor Center, NASA was acting within its
authority under the Space Act “...to provide by concession, ...for the construction
... of all manner of facilities and equipment for visitors to the several installations
of the Administration...” In this case, two NASA centers, working together, have
improved their public visitor programs and facilities without the use of
appropriated funds; and fully in accord with NASA'’s specific statutory authority.

' See Attachment A for the full text of the (¢) (11) amendment to the National
Aeronautics And Space Act Of 1958, as amended, 42 U.S.C. 2451 et seq.,
Public Law 85-568, 85" Congress, H.R. 12575, July 29, 1958, 72 Stat. 426, in
the context of section 203.

2 During the Congressional hearings on NASA’s FY 1965 budget, the
Subcommittee on Manned Space Flight recommended that the House Science
and Astronautics Committee add $1 million to the NASA Authorization for the
construction of public facilities for visitors to KSC. Interestingly enough, at the
same time the House added $1 million to the NASA authorization, it substantially
reduced the NASA construction of facilities authorization. Although the Senate
restored some of those funds when it considered the NASA authorization bill, and
notwithstanding the positive statements made during the hearings, no specific
identifiable line item emerged regarding the construction of public visitor facilities
at KSC. This illustrates the dynamic tension between the use of appropriated
funds for facilities for visitors and the rest of NASA’s construction of facilities
budget. In the end, although no specific line item was included in the NASA
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Authorization for FY 1965, it was clear that Congress considered such a program
as necessary and NASA had to administratively determine the amount of money
that could be allocated to the KSC visitors facility project within the gross funds
appropriated by Congress for construction of facilities.

3 See attached chart (Attachment B) produced by Code B at NASA HQ.

4 From July 1966 through the end of the calendar year, over 175,000 visitors
took the escorted bus tour. The NPS report in 1965 forecast (over-optimistically,
it turns out) that visitor volume at KSC couid increase to 3 million persons
annually by calendar year 1970.

Less than ten years later, in a letter dated March 30, 1973 (and signed by
George Low), the NASA Administrator wrote to Spiro Agnew, President of the
Senate, that:
The annual number of visitors to our installations is now over 2,800,000
compared with about 1,800,000 four years ago. The current annual figure
includes more than 1,500,000 to the Kennedy Space Center (KSC),
Florida, which is the primary visitor attraction.

Thirty years later in 1996, the number of visitors to KSC had increased to over
2,300,000. This was more than half of the number of visitors to all NASA
installations in 1996.

5 In 1965, only a few years after the Concessions case was decided by the
Comptroller General, the National Parks — Concession Policies Act, Public Law
89-249; 79 Stat. 969, was enacted by Congress. The value of the authority given
NPS concerning concessioners and funds generated by concessioners must
have been apparent to NASA officials; the Concession Policies Act contains a
specific grant of statutory authority relating to concessioners similar to the Space
Act concessioner amendment language that was to follow it less than a decade
later.

5 At SSC the facility operating support service contractor staffs and operates the
Visitor Center as part of its overall contractual requirements. Present operations
are funded with appropriated funds.

Since the Visitor Center reopened in May of 2000 (after the addition, which is the
subject of the I1G draft audit report), an Exchange concessioner operates the new
restaurant, the Rocketeria, and another Exchange concessioner operates the
new motion simulator ride at the Visitor Center. As the 1G report acknowledges,
the Exchange has also operated a gift/souvenir shop at the Souvenir Shop since
April of 1981. SSC management believes it has the authority under section (c)
(11) of the Space Act to use non-appropriated Exchange revenues generated by
these concession operations to construct and improve facilities for visitors at
SSC, consistent with the policy stated in NPD 9050.6E that Exchange funds are

10

See Appendix D,
OIG Comment 7
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to be used to contribute to the efficiency, morale and welfare of NASA
employees. It should not be difficuit to justify such Exchange expenses to the
extent that such construction and/or improvements enhance the income-
generating capacity of Exchange operations at facilities for visitors that are
constructed and/or improved.

7 See attached e-mail memorandum from Jerry Hlass dated July 6, 2000
(Attachment C).

8 See section d. in Article 4 on the attached page from the TWA/KSC concession
agreement executed in 1980 (Attachment D).

® In paragraph 7 of section B., “Exhibits, Displays, and Audio-Visual Equipment”,
of the concession agreement with Delaware North (Concession Agreement
NAS10-12215) it is stated:
At the Government’s sole discretion, uncommitted amounts on deposit in
this Exhibits Fund may be transferred to any other improvement fund
described in this Article 6 or special fund if it is determined by the
Contracting Officer that such transfer is necessary or in the best interest of
the [Public Visitor Program)].

The term “Public Visitor Program” is defined broadly in the Agreement to mean:
...that program established by NASA to help implement its statutory
obligation to communicate information about NASA programs and the
results thereof by providing public access to the KSC, a broad range of
information activities and visitor services. As used in this Agreement, PVP
is an all-inclusive term describing this program and all activities required of
the Concessioner in relation thereto.

A company called “Guard Lee” proposed to fabricate a mock external tank for
KSC to exhibit for $1,269,504. See Attachment E.

" See Attachment F, Memorandum for the Record from Roy Estess dated July
18, 2000.

2 The first check from Delaware North was deposited on April 25, 1997; the
second check was deposited May 14, 1998. The effective date of the
construction contract for the addition to the Visitor Center was June 26, 1998.

3 gee Attachment G, NASA Form 1509 executed on June 8,1998.

11
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Attachment A

“FUNCTIONS OF THE ADMINISTRATION
Sec. 203...
(c) Inthe performance of its functions the Administration is authorized —

...{11) to provide by concession, without regard to section 321 of the Act of
June 30, 1932 (47 Stat.412; 40 U.S.C. 303b), on such terms as the
Administrator may deem to be appropriate and to be necessary to protect the
concessioner against loss of his investment in property (but not anticipated
profits) resulting from the Administration’s discretionary acts and decisions, for
the construction, maintenance, and operation of all manner of facilities and
equipment for visitors to the several installations of the Administration and,
in connection therewith, to provide services incident to the dissemination of
information concerning its activities to such visitors, without charge or with a
reasonable charge therefor (with this authority being in addition to any other
authority which the Administration may have to provide facilities, equipment, and
services for visitors to its installations). A concession agreement under this
paragraph may be negotiated with any qualified proposer following due
consideration of all proposals received after reasonable public notice of the
intention to contract. The concessioner shall be afforded a reasonable
opportunity to make a profit commensurate with the capital invested and the
obligations assumed, and the consideration paid by him for the concession shall
be based on the probable value of such opportunity and not on maximizing
revenue to the United States. Each concession agreement shall specify the
manner in which the concessioner’s records are to be maintained, and shall
provide for access to any such records by the Administration and the Comptroller
General of the United States for a period of five years after the close of the
business year to which such records relate. A concessioner may be accorded a
possessory interest, consisting of all incidents of ownership except legal title
(which shall vest in the United States), in any structure, fixture, or improvement
he constructs or locates upon land owned by the United States; and, with the
approval of the Administration, such possessory interest may be assigned,
transferred, encumbered, or refinquished by him, and, unless otherwise provided
by contract, shall not be extinguished by the expiration or other termination of the
concession and may not be taken for public use without just compensation.”
[Emphasis added]
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Attachment C
Hun;aan, Ken
From: Jerry Hiass [hlass @ sunherald.infi.net]
Sent: Thursday, July 06, 2000 3:01 PM
To: Ken.Human@ssc.nasa.gov
Subject: SSC Visitor Center

Memo to the Record
From: Jerry Hlass, former Director, SSC (retired)
Subject: SSC Visitor Center

| received a call from Ken Human on 7/5/2000. Ken wanted to know if |
remembered the circumstances and financing of the addition to the Visitor
Center that was implemented in 1983/1984 time frame. Evidently, the files
on this subject have been retired. | told him that | clearly remembered the
project and how it was financed and that | will be glad to document it for
the record.

In late 1982/early 1983, we became aware that the World Fair was coming to
New Orleans in 1984. We anticipated substantial increase of the number of
visitors to our Center; and we recognized that we needed to upgrade our
facilities. Until then, we were hosting approximately 10,000 to 15,000

visitor per year. Our staff predicted that the number will be increased

about ten fold due to the forthcoming World fair. Clearly, we needed an
addition to our Visitor Center that would accommodate the increased number
of visitors predicted for 1984. We discussed this with NASA Headquarters
Officials and they wer very supportive of the project.

| made a special trip to Washington on March 24-25, 1983 to discuss two
major issues: a proposed third SSME position on the B-Stand and upgrading
the Visitor Center. Concerning the latter, | met with four Headquarters
Officials: Dick Wisniewsky, Assistant to the Associate Administrator for
SpaceFlight, Brian Duff, Director of Public Affairs for NASA, Gneral
McGarvey, Director of Facilities for NASA, and Mike Cushman, Assistant to
the NASA Comptroller.

Al four officials were very supportive of the project, however, funding

was tight at the time. General McGarvey, who generally approves and funds

these types of projects, specifically told me that he would approve the

project as soon as a funding source was identified. He added that all

available CoF funds were being used to repair a Wind tunnel at the Ames

Research Center in California. He volunteered that the estimated cost of

that repair is in excess of 10 million dollars. Brian Duff suggested

investigating the availability of non-appropriated fund possibly from the

Exchange at JSC. Mike Cushman came to the rescue. He was opposed to using

Exchange funds from JSC, but wanted to look into using non-appropriated

funds generated by The KSC visitor Center. He stated that hw clearly

remembers some language in the TWA operating contract for the KSC visitor

center that allowed the use of the funds generated to add, not only to the

KSC visitor facilities, but to visitor facilities at other NASA centers

like ours, That language was inserted by Headquaters during the review of

the TWA contract to assist small centers like NSTL, Flight Reseach Center

in California and possibly Wallops in Virginia. Mike wanted to review the

language again to make sure that allowing us to use these non-appropriated
funds to add to our visitor facilities is the appropriate course of

action.

Shortly after the meeting, Mike called and let me know That the language in
the TWA contract clearly permits the use of the funds to build the proposed

1
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addition at our center. He suggested that | call Joe Malaga, the KSC
Comptroller and request the funds directly from him. | did that. |

requested $ 250,000 which was the estimated cost od the facility. Joe
evidently was aware of the language in the TWA operating contract, and
Joked that he would approve our request provided that we do not spread the
word to the other NASA centers . Joe indicated there were a few steps that
shoud be taken before he could release the money. He stated that he needed
to brief the KSC Center Director, Jerry Smith and get his concurrence and
he reuested of us a copy of the approved project by NASA Headquarters. He
also invited me to come to KSC and brief all the concerned officials. Over
the next two months (April and June, 1983) all the actions needed were
accomplished. To the best of my recollection, the $ 250,000 was transferred
from KSC to SSC in June, 1983.

In the meantime, | appointed an interdisciplinary team to implement the
project. The team was headed by Harry Guin and included

Mack Herring, Eddy Gobert, and representatives for Finance and procurement
and possibly the Chief Council's office. Funds fro the exhibits were

provided by each of the Resident agencies that wanted to participate. The
project was completed on Schedule and the new Addition was dedicated in
itime for the opening of the World's Fair in New Orleans.
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‘Attachment p
NAS10 5878

ARTICLE‘l,eﬂSERVlCE-JHPROUBHSNT‘RCCOUNT

& The Corcassioner shall eatablign and maf{ntain a
special fund which shall be referred to as the Service
Imnprovament Account (3IA),

b, The SIA shall be constituced of end from:

(1) Punda derived from the SIA share of Gross
Profit.

(2) Any fundp daposited to the SIa by the
Concesalioner purasuant to other provixions of this Agreement.

13) Interest accruad as a result of 8IA deposlts.

(4) Ay fundd transferred fron the SIA of the
praevious concessionar. :

e. The Concessioner shall deposit, each month, {n a
separate; insured, integest baarinyg account(s) er insured
{nvestment(s) zhe projected SIA ghare of Gross Profit. Suc¢h
monthly deposits shall be provisicnal and aubject to final
annual aeydic,

4. The 6IA shall ba umed as directed by the
Contracting Of ficer, fop the general inprovement, expansion,
ot updating of NASA via{tor mervices, aceommodations and
tours at KSC or other designated NASA installations, or for
other useca beneficial to; the KSCpvp,

[ Expenses incurred by the Concessioner ip

Acconplishing the et ontenplat 8. shall be
crerged to and paid rrom the SIA enly to the extent that
sSuch expenses fall inte elther of the following catsyeries
and are accaptable to~theContracting Officer.

(1) Exyenzes of subcontracts.

(2) EXpLenaes incurved ag g Tesult of the
Concessioner's own amployeas enyages full-tine in work
directly attribueaple to the SIA efforts.

(3) Cthir expenses aypproveq in auvance by the
Contracting Officee.

L. The Concessioner. shall tranafer to the Government
211 its title and Interast {n all the reel.or persome?
propesty wequired -uving Tunds feon the SIA. 7This cransfer
8hall be without eharye té4 the Government. This tranefer
Shall La wuade by tha Canc ssloner at the tima the
Concessloner acquires ti:Ia 0 the property or &t such time
a3 the Contracting Officex shall designate for this
transfer.
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Rl S

10.

11.

12.
13
14,
1S
18.
17.

18.

19

SHUTTLE EXTERNAL TANK REPLICA

COS8T ESTIMATE
: LABOR
DESIGN 4 STRESS ANALYSIS 842,864
STRUCTURAL STEEL BEAM 60,800
STRUCTURAL STEEL OTHER 182,470
FIBERALASS NOSE TOOLING,
PARTS--4 -ASSEMBLY <o 00764
FIBERGLASS AFT DOME .
TOOLING, PARTS & ASSEMBLY 10,044
STEEL SKINS .
ASSEMBLIES 1/2 AND. (20) 164,280
FASTENING MATERIALS
RIVETS, BOLTS, ETC, INGLUOED
BONDING & SEALING
(SIKA FLEX) 15,200
WELDING MATERIALS INCLUDED
ATTACHMENT FIXTURES
TO CRADLES 11,852
PAINT & PROTECTION
MATERIALS 30,400
CRANE TIME & LIFT DEVICES 7,800
DOCUMENTATION 5424
QUALITY - WELD CERT. 10944
SPECIAL TIE DOWN FIXTURES 7752
LIGHTNING ARREST. SYSTEM
TRANSPORTATION, FLAT BED .
(APPROX. 40 TRIPS) 31,920
CLEAN-UP SURFACE DETAILS 12,180
. ERECTION (4 WKS, ¢ MEN) _ 478

_Mﬁmu/’f

EDWARD J. QUARD, PRESIDENT

MAT.ASUBS
312,160
30,400
45,600

13072
3,040
218,880
27360

10,840
9.120

2,128

45,600
88,400
2040
1.520
9,424
41040

31,920
30400
2049

- 308RTR0 o SOORFBL
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TOTALS

$65,024
91,200

228.000

-43778
13.984
373,180
27.380

25,840
9,120

13,880

75,000
76,000
- 12.464
12.464
17176
41,040

63.840

42,560

48818
-$1,269.504
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Reply to Attn of.

Attachment F
National Aeronautics and
Space Administration

John C. Stennis Space Center
Stennis Space Center, MS 38529-6000

CAQ1-00-074 JUL 1 8 2000
MEMORANDUM FOR THE RECORD
FROM: AAOQOQ/Director

SUBJECT: ET Transaction

I noticed in 1996 during one of several visits to KSC that the Visitor Center had a
prominent outdoor Space Shuttle exhibit. A mock orbiter was on display with two solid
rockets but the exhibit lacked an external tank (ET). At various meetings | also heard
talk that KSC officials had tried unsuccessfully to find an ET and that there was talk of
getting one manufactured for the exhibit at a cost of over a million dollars.

I mentioned the lack of an ET to Jay Honeycutt who was then Center Director of KSC.
During the course of a telephone conversation sometime in 1996, | told Jay that we
(SSC) had a mock ET displayed at our Visitor Center, all by itself, without the orbiter
and solid rockets. | volunteered that it would make more sense to send the ET to KSC
to complete the entire mock-up Space Shuttle exhibit. It was obvious to me that more
people would see the ET at KSC. At that time SSC only had about 100,000 visitors a
year compared to several million at KSC. Also the ET would be displayed at KSC as
an integral part if the entire STS system, instead of being displayed at SSC as a
separate component. Jay was very receptive to the idea and said that he would have
someone call me back to complete the arrangements.

At this time, | was already considering plans to modify the SSC Visitor Center. The
number of visitors had increased substantially since it had last been modified in 1984.
My staff had advised me that the existing Visitor Center was inadequate. There were
plans for new exhibits and special events that would attract even more visitors. A web
site that would attract media interest and stimulate tourism was also about to come on
line. |was well aware that my predecessor, Jerry Hlass, used $250,000 from the KSC
concessioner contract in 1984 to build the Exhibit Hall and modify the SSC Visitor
Center. When Spaceport USA management officials called me back to discuss the
transfer of the ET, | asked them about the possibility of using concession money to fund
the new addition to the Visitor Center at SSC. | was told that this could be arranged if
the proper KSC officials concurred. At this point | informed my Chief Counsel, Ken
Human, about these discussions. | asked him to follow up with KSC officials and work
out the details.
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| always planned to transfer the external tank regardless of any “potential loss of future
revenue”. Although I signed the letter agreement with KSC, | never noticed this
provision until it was pointed out to me years later. As far as | was concerned, | was
wearing my “NASA hat” and there was no requirement at all for KSC to compensate
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Facility Project-Brief Project Document
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Appendix D. OIG Comments on Management's Response

NASA management provided the following comments in response to our draft report. Our
responses to the comments are also provided.

Management’s Comment. The OIG takes a narrow interpretation of the broad authority
givento NASA inthe NASA Space Act. The foundation of the OIG’ s position isthat the
condruction of an addition to the Stennis Vigtor Center “is an activity requiring the use of funds
appropriated by Congressfor this purpose.”

1. OIG Comments. Management’ s statement regarding the foundation of our positionisa
misrepresentation of the facts. We take exception to the funding arrangement and accounting
method the two Centers used to execute the transfer of funds to Stennis and to fund Vistor
Center improvements at Stennis, which resulted in an unauthorized augmentation of
appropriated funds.

The funding arrangement between Kennedy and Stennisis inappropriate for the following
reasons:

The Kennedy Visitor Complex Concessioner paid the Stennis Exchange in return for
NASA property. The concession agreement with Delaware North states that the
Government will make available excess property from Kennedy and other NASA Centers
for the operation of the Public Vidtor Program. Delaware North paid the Stennis Exchange
from its exhibits fund, which shows the payment was for an exhibit as opposed to providing
funds for the Stennis Vigtor Center expangon. In fact, Kennedy procurement officias
directed Delaware North to make payments to the Stennis Exchange for the externd tank,
and Delaware North reported the tank to NASA as contractor-acquired property as
opposed to Government-furnished property. Funds for the congtruction of visitor facilities
would be properly paid from another Delaware North account established for that purpose.
Furthermore, transfers of property between NASA Centers are to be nonreimbursable.

Concessioner funds are by the concession agreement for the purpose of the Kennedy Public
Vigtor Program and are not for use a other NASA Centers. The Delaware North
agreement makes it clear that funds generated from the Kennedy Public Visitor Program
and the Kennedy Visitor Complex are for use at Kennedy.
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The accounting of the funds at Stennis isinappropriate for the following reasons

Even if rembursement for the externd tank were gppropriate, digposition of funds collected
from Delaware North for the externd tank was improper. The concessioner funds were
improperly pad to the Stennis Exchange for Stennis' use, as opposed to being paid directly
to Stennisfor depositinto aU.S. Treasury or NASA account. Normally, funds received
for the sdle of property are to be deposited to the Generd Fund Proprietary Receipts
account and are not available for use by NASA. However, if the funds collected will be
used to replace an item (which was not the case with the external tank), then proper
disposition would be to reimburse the procuring gppropriation. In the case of a
reimbursable transfer of property, funds collected would be a reimbursement to the
appropriation that bore the cost of procuring the item transferred. In the externd tank
transaction, Stennis did not collect the fundsinto the General Fund Proprietary Receipts
account nor did Stennis credit the proper appropriation. Regardless of the fact thet the
funds were nonappropriated concessioner revenues, it was improper to use the Stennis
Exchange, aso a nonappropriated activity, as amechanism to account for and use the
funds, a Stennis' direction, for projects outside the scope of the Exchange' s authority. The
Stennis Exchange is not a concessioner and, therefore, lacks the authority provided to
concessioners by the Space Act. It isingppropriate for NASA to use the Exchange asa
subdtitute for a concessioner in accomplishing the vigitor program at Stennis. If Stennis
lacked the authority and meansto deposit the fundsinto NASA’s account and to exercise
direct control over use of the funds, then it aso lacked authority to indirectly account for
and use the funds to accomplish its misson through the Stennis Exchange.

Interest on deposits into NASA'’ s account, had funds been properly accounted for, would
not have accrued. Therefore, interest earned on the concessioner fundsin the Exchange
account would not be allowable for use by Stennis. If Stennis had the authority to use
Kennedy concessioner funds for its Vistor Center expanson and exhibits, the proper
accounting practice would be to deposit the funds directly into NASA’s account. Direct
deposit to NASA would result in no accrued interest being earned; thus, Stennis’ use of
interest accrued indirectly through use of the Exchange account would result in an
augmentation as NASA cannot do indirectly what it is not authorized to do directly.

Management’s Comment. Thereisno question that the transfer and use of the concession
revenues should have been better documented.

2. OIG Comments. Management’ s acknowledgement that the transfer of the externa tank
and use of the concession revenues were inadequately documented does not address the Letter
Agreement between Kennedy and Stennis and other supporting evidence, which clearly show
management’ sintent to enter into areimbursable transaction. Stennis
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effected areimbursable transfer of property by requiring receipt of funds in exchange for the
externd tank. We are not questioning the lack of documentation for this transaction; we are
questioning the propriety of the transaction itsdf.

Management’s Comment. Whilethe OIG draft report refers to the existence of this
“concessioner” language (Space Act, as amended) in severa placesin the report, the OIG fails
to fully appreciate its Sgnificance. Under this statutory authority, nongppropriated revenues
from aNASA concession agreement were properly used to congtruct an addition to the Visitor
Center at Stennis.

3. OIG Comments. Agan, management does not recognize that our conclusons are not
based soldly on the language in the Space Act that gives NASA authority to use concessoner
revenues to congruct vigtor facilities. As stated previoudy, we take no exception to the
position that NASA has specific statutory authority to use nonappropriated funds from
concessioners to congtruct and improve facilities for vigtors. We do take exception to the
means by which Kennedy and Stennis accomplished the end result, which was to exchange the
externd tank at Stennis for funds to expand and improve avidtor facility. Our postionisas
follows

Stennis violated established policy and procedure for transferring property. In accordance
with NASA Handbook (NHB) 4200.1D and NHB 4300.1, property transfers between
NASA Centers are to be on anonreimbursable bass. Stennis transferred the externd tank
to the Kennedy Visitor Complex only after Kennedy agreed to have its concessioner pay
$500,000 to the Stennis Exchange, as evidenced in the Letter Agreement between
Kennedy and Stennis, and other documentation and interviews. The tranamittd letter from
the Stennis Lega Office to the Kennedy Legd Office states “you have advised that as soon
asthetank isa Kennedy, the Kennedy concessonaire will make the first payment to the
NASA Exchange — Stennis Branch.”

Kennedy misused its concessioner by directing it to pay for the externa tank from
concess oner-generated revenues. The concession agreement states that the Government
will make available excess property from Kennedy and other NASA Centersfor the
operation of the Public Vigitor Program. Also, the Kennedy concession agreement clearly
dates that revenues generated from the Kennedy Public Visitor Program and Visitor
Complex arefor use a Kennedy.

Stennis violated established accounting procedure for the disposition of funds collected for
the sale of property or for areimbursable transfer of property and in so doing, misused the
Stennis Exchange as a mechanism to indirectly account for and use the funds for Stennis.
As gtated previoudy, the Stennis Exchange is not a concessioner and should not have been
used as a substitute concessioner to indirectly accomplish what should have been done
directly through the NASA accounts.
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The Letter Agreement misrepresented that the $500,000 is to “compensate Stennis for the
potentia loss of future revenue to the Stennis Visitor Program due to transfer of this magjor
exhibit.” As shown in this report, Stennis never generated any revenue from its Vigtor
Program, and Stennis officids informed us that the anticipated |oss of revenue was actudly
to the Stennis Exchange. Neverthdess, the fact that the Letter Agreement specifies that the
funds were for potentia losses of revenue and not for congtruction of facilities further shows
that Kennedy and Stennis officids were not forthright in identifying how the funds were to
be used.

If Stennis had authority to receive the funds for the externa tank from the Kennedy
concessioner and to use the funds for improving its vidtor facilities, we question why sgnificant
efforts were made to complete this transaction indirectly through the Stennis Exchange.

Management’s Comment. Nonappropriated funds from Kennedy have been used, at least
once before, in 1984 to condruct the first mgor modification to the Vigitor Center at Stennis.

4. OIG Comments. We believe comparing the recent facility expanson and improvement to
the 1984 modification isirrdlevant. Juxtaposition and comparison of events relative to the 1984
modification and the current expanson show the following key differences.

The previous concession agreement contained specific language not included in the current
concession agreement with Delaware North that alowed concessioner funds to be used to
support the vigitor program at Kennedy and other NASA Centers.

Appropriate NASA Headquarters approval was obtained prior to the transfer of funds from
the Kennedy concessioner in 1983, which was not the case for the transfer of funds from
Ddaware North. The Letter Agreement between Kennedy and Stennis did not receive
Headquarters approval and neither did subsequent payments of funds. The Stennis Center
Director a the time of the 1984 modification madeit clear in his recollection of events that
the 1983 fund transfer and 1984 modification to the Stennis Visitor Center was a concerted
effort on the part of Kennedy, Stennis, and NASA Headquarters throughout the entire
process.

Thereis no mention of using the Stennis Exchange as a means of collecting, accounting for,
and using the funds at the direction of Stennis for the 1984 modification, asis the case with
the funds received from Delaware North. The then Stennis Center Director further stated
that the Assstant to the NASA Comptroller at that time objected to using nonappropriated
Exchange funds from the Johnson Space Center.
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Unlike the transfer of funds for the recent Stennis Vidtor Center expangon and exhibitsin
which Kennedy received an external tank display in return, the 1983 transfer of funds from
the Kennedy concessioner was unconditiona. Kennedy received nothing in return for the
funds paid to Stennis.

Management’s Comment. Under Kennedy's current concession agreement, Delaware North
can be directed to send concession revenues to other NASA Centers (as was the case under
prior concess on agreements with other concessoners).

5. OIG Comments. The Delaware North concession agreement has no language that
authorizes payments to other NASA Centersfor Vistor Center enhancements. Also,
management refers to an article from the previous concession agreement that specificaly relates
to the “ Service Improvement Account.” Management's use of the “ Service Improvement
Account” article from the previous concession agreement is not germane because the
guestionable payments to Stennis from Delaware North were paid from the Exhibits Fund and
were for the externd tank.

Management’s Comment. In this case, nonappropriated concession revenues were sent to
Sennis a the direction of Kennedy management for the specific purpose of funding the
improvement of NASA facilitiesin concert with the legidative intent expressed in the Space Act.

6. OIG Comments. Contemporaneous events and judtifications belie management’s
comment. Concessioner funds paid to Stennis were payment for the externd tank and did not
conditute asmple transfer of funds for vistor program improvements.

Management’s Comment. Footnote 6 of management’ s response states:

Since the Visitor Center reopened in May of 2000, an Exchange
concessioner operates the new restaurant, the Rocketeria, and another
Exchange concessioner operates the new motion simulator ride at the
Visitor Center. Asthe OIG report acknowledges, the Exchange has also
operated a gift/souvenir shop since April of 1981. Stennis management
believes it has the authority under section (c) (11) of the Space Act to
use nonappropriated Exchange revenues generated by these
concession operations to construct and improve facilities for visitors at
Stennis, consistent with the policy stated in NASA Policy Directive
(NPD) 9050.6E that Exchange funds are to be used to contribute to the
efficiency, morale and welfare of NASA employees. It should not be
difficult to justify such Exchange expenses to the extent that such
construction and/or improvements enhance the income-generating
capacity of Exchange operations at facilities for visitors that are
constructed and/or improved.
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7. OIG Comments. We take exception to management’ s broad and unprecedented
interpretation of the Space Act in concluding that Exchange funds generated either from direct
Exchange operations or from Exchange concessioners can be used to construct or improve
vigtor facilities. Section (c) (3) of the Space Act authorizes the Exchange “to provide...for
cafeterias and other necessary facilities for the wefare of employees of the Adminigtration.”
The Space Act dlows NASA to provide facilities primarily for the welfare of its employees, but
does not authorize the support of NASA programs with nonappropriated Exchange funds.
NPD 9050.6E ligs functions the Exchanges may perform, including:

Conduct other activities authorized by the Center Director with the prior
concurrence of the Center Chief Counsel and the Center Public Affairs
Officer, when activities involve the public and are clearly in NASA’s
and its employees’ interests.

While this NPD language may appear to give the Exchange authority to provide for afacility
designed to serve the public, that would be too expansive an interpretation. The statutory
authority isto provide for the welfare of NASA employees. Furthermore, the NPD language
itsdf requiresthat activitiesinvolving the public must be “clearly in NASA’s and its employees
interests.” Regarding the Vigtor Center addition and improvements addressed in this report,
the Exchange provided the funding for afacility primarily for the benefit of the public, with only
anincidenta benefit to NASA employees.

Management disregards other key elements of the Space Act in its conclusion that Exchange
concessoners fal within the authorities granted in section (c) (11). This section authorizes
NASA to provide by concession “...the congtruction, maintenance, and operation of all manner
of facilities and equipment for vistors to the severd ingdlations of the Adminigtration and, in
connection therewith, to provide services incident to the dissemination of information concerning
its activities to such vigtors....” The primary purpose of the Stennis Exchange souvenir shop
and Exchange concessioners at the Vigtor Center isto produce revenues for the Exchange and
is not to disseminate information concerning NASA activitiesto vistors. Therefore, revenues
generated to the Exchange by these activities are subject to legidative limitations of section (€)
(3) of the Space Act, which authorizes Exchange activities. It is aso evident that the Space Act
authorizes NASA to directly enter into Vistor Center concession agreements and not indirectly
through the NASA Exchange.

Using the rationale that the Exchange can expend funds on facility congtruction and
improvements to enhance the income-generating cagpacity of Exchange operations, management
could ingppropriately justify the use of Exchange funds for any project in which the Exchange
indirectly benefits
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Management’s Comment. Broad language in the new concession agreement still providesa
vehicle for transferring nonappropriated concession revenues from Kennedy to fund
improvements to facilities for vigtors a other NASA ingdlations.

8. OIG Comments. A reading of the entire concession agreement shows that the
concessioner’ s undertakings are for the benefit of the Kennedy Public Visitor Program (PVP).
Article 1, section C, paragraph 1, identifies PVP asfollows:

The Government hereby bargains, sells and conveys to the
Concessioner, under the terms and conditions stated in this Agreement,
a preferential right, not an exclusive or monopolistic right, and grants
necessary access, to conduct the revenue-producing activities
described in this Agreement associated with the Kennedy Public Visitor
Program (PVP) and Spaceport USA.” [Spaceport USA was later
renamed Kennedy Space Center Visitor Complex.]

The above language specificdly identifies PV P as being the Kennedy Public Vistor Program
and not the overdl NASA public vigtor program as described by management's comments.
Once the acronym PV P was established, it was used throughout the agreement to identify the
Kennedy Public Vidtor Program. We maintain our postion that the concession agreement does
not authorize payments for visitor program improvements at other NASA Centers.

Management’s Comment. The Stennis Center Director planned to transfer the externd tank
regardiess of any “potentid loss of future revenue’ and without any requirement for
compensation; it was clear to him that this was the right thing for NASA to do.

9. OIG Comments. To discern theintent of the parties, we give more credence to the
documentation created a the time the transaction took place than to amemorandum created in
July 2000, more than 3 years later. When establishing the Letter Agreement and executing its
terms it is evident that other management officidsinvolved in transferring the externd tank to
Kennedy were not as clear as the Stennis Center Director who understood the right thing for
NASA to do was not require any compensation for the tank. The Stennis Center Director’s
July 2000 understanding that compensation should not have been made for the tank is correct
and isdso the our pogition. Neverthdess, the Stennis Center Director Sgned the agreement
that specifically requires compensation once the externd tank is delivered to Kennedy, and thus
effected an improper rembursable trandfer of property that ultimately resulted in an unauthorized
augmentation of funds.

Management’s Comment. There were redly two separate transactions that need to be
examined. On the one hand, one NASA Center transferred a Government-owned externa
tank to another, with title retained in the Government at dl times. On the other hand, asa
separate transaction, aNASA concessioner from one Center provided nonappropriated
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fundsfor an addition to a Vigtor Center a another NASA Center. It isclear that the Space
Act authorizes the use of nonappropriated funds from concessioners to do exactly that.

10. OIG Comments. In actudity, consderation to Stennisin exchange for the externa tank
wastheissue, asit isso clearly gated in the Letter Agreement and other supporting evidence.
The Letter Agreement and evidence gathered during the audit clearly show the two transactions
areinterrdated in that the externd tank transfer and payment of concessioner funds were
dependent on each other. In redity, thisis one transaction — transfer of the external tank for
cash. Therefore, our position remains that Kennedy and Stennis effected a rembursable
transfer of property.

Management’s Comment. The attorneyswho drafted the |etter agreement were not privy to
the origina conversation between the two NASA Center Directors.

11. OIG Comments. Thisassationisirrdevant. The atorneys who drafted the Letter
Agreement must have known at least some of the details discussed by the NASA Center
Directors, otherwise those officids would not have known an agreement was needed. InaJduly
18, 2000, memorandum, Subject: “External Tank Transaction,” the Stennis Center Director
dates”...I informed my Chief Counsd, . . ., about these discussions. | asked him to follow up
with Kennedy officias and work out the details” Moreover, the Stennis Center Director's
February 27, 1997, |etter to the Kennedy Center Director incorporating the Letter Agreement
dtates “ This |etter agreement captures the essence of conversations we, member s of our staffs
and Marshdl Space Flight Center (MSFC) employees have had regarding the Space Shuttle
Externd Fud Tank (external tank) that has been displayed at the Visitors Center at Stennis
Space Center.” (emphasis added)

Management’s Comment. The externd tank actudly left Stennis and began itsjourney to
Kennedy in late 1996, before the |etter agreement was drafted.

12. OIG Comments. We specificaly asked the Stennis Chief Counsd why the Letter
Agreement was dated after actud shipment of the externd tank from Stennisin December
1996. The Stennis Chief Counsdl responded in writing as follows:

Prior to December 1996, detailed discussions and negotiations were
ongoing as to how this transaction would be recorded. Based upon the
fact that Kennedy faced an impending deadline for the opening of the
new exhibit, it was determined that Stenniswould allow the external tank
to be shipped to Michoud Assembly Facility in December 1996 before
the agreement was fully executed. The parties recognized that in
addition to the time involved in actually moving the externa tank to
Kennedy, there was substantial work to be performed on the tank prior
to its installation at the Kennedy display. Since negotiations on the
terms of the agreement were essentially complete by December 9" and
the agreement was in the review and concurrence cycle at the two
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NASA Centers, it was determined that it would be appropriate to release
the external tank prior to the final execution of the written agreement.
After actual shipment, no particular urgency required formal agreement
signature, which occurred in February 1997.

As evidenced by the above statement, the fact that the tank left Stennis prior to asigned
agreement is no indication that Stennis would have trandferred the tank without an agreement
gpecifying terms of compensation from the Kennedy concessoner. Indeed, according to the
Stennis Chief Counsel's written response, the terms had aready been agreed to. Only the
formalities remained to be accomplished.

Management’s Comment. In retrospect, the judtification for the transfer of the concession
revenues to Stennis should have smply (and more accurately) stated that Kennedy would direct
the transfer of the concession funds under the authority of section (c) (11) of the Space Act in
order for Stennis to modify and improveits Vidtor Center.

13. OIG Comments. Inretrospect, the Chief Counsdls a either Kennedy or Stennis should
have rendered alega opinion, consdering dl factors and parties involved, on the plansto
transfer and use concessioner funds paid to the Stennis Exchange prior to carrying out the
transaction. We maintain our position that concessioner funds were improperly paid to the
Stennis Exchangein return for the externd tank display and that the Exchange acted outsde its
desgnated authority in accounting for and using the funds at Stennis.

Management’s Comment. It isnot reasonable for the OIG to attempt to characterize the
trandfer of the externd tank asasde. Firg, there was no change of ownership of the externa
tank. Second, Stennis transferred the externa tank to Kennedy, not Delaware North, despite
the statement on page 2 of the audit report that “ Stennis and Delaware North completed the
transfer of the externa tank....” Finaly, Delaware North had neither the power nor authority to
“pay” Stennisfor the externa tank. Kennedy management, under the terms of its concession
agreement, directed Delaware North to send the concession funds to Stennis.

14. OIG Comments. Wedid not characterize the tank as a sale, but as evidenced in the
Letter Agreement, NASA officids made it clear from the transaction’ s inception that fundsin
the amount of $500,000 were to be transferred in exchange for the external tank. Our pogition
isthat, dthough Kennedy and Stennis documented a nonreimbursable transfer of property, the
two Centers actudly entered into an improper reimbursable agreement whereby Stennis
required congderation in the form of Kennedy concessioner revenues for the externd tank.
While the property transfer arrangement worked out between the two Centers did not result in a
change in property ownership, it was not a nonreimbursable transfer.



Appendix D

Management is correct in its Statement that Stennis transferred the externa tank to Kennedy,
not Delaware North. The audit report clearly states on page 5 that Stennis transferred the tank

to Kennedy. Specificdly:

Stennis properly prepared the documentation required by NHB 4200.1D
and NHB 4300.1 for initiating a nonreimbursable transfer of the external
tank to Kennedy. However, Stennis actually effected a reimbursable
transfer by requiring Kennedy to provide compensation of $500,000,
which was NASA’ s original cost of the tank.

We agree with management’ s Satement that Delaware North had neither the power nor
authority to “pay” Stennisfor the externa tank, but not for the same reasons management
provides. We adso take the position that the concession agreement with Delaware North does
not contain language that authorizes concessioner revenues to be used at other NASA Centers
and, as aresult, Kennedy management is not authorized to direct these payments to Stennis.

Management’s Comment. Asevidence of its contention that the tank was sold, the OIG
audit report dso cites | etters from two Kennedy officids who either characterize the transfer as
apurchase by Delaware North or refer to “payment” for the externd tank. The transfer should
have been better documented, and it may well have been mischaracterized by various NASA
officids, but the fact remains that when one NASA Center transfers a piece of Government-
owned property to another NASA Center, it isnot asde,

15. OIG Comments. Our postion istha Kennedy officids did not mischaracterize the
trandfer, but acted in accordance with the Letter Agreement in their direction to Delaware North
to make payments to the Stennis Exchange for the externd tank. The Letter Agreement
expresses the intent to transfer the tank in exchange for the payment of $500,000 of
concessioner revenues to the Stennis Exchange. While we agree with management thet the
trandfer did not result in asde of property, we continue to disagree that it represented a proper
nonreimbursable transfer as management portrays.

Management’s Comment. The concession revenues from Kennedy were not transformed
into something different by virtue of being deposited, for bookkeeping purposes, into an
interest-bearing account for nongppropriated funds in the name of the Stennis branch of the
NASA Exchange. Itiscontradictory for the OIG to assert that, for the purposes of modifying
the Stennis Vistor Center, the funds from the Exchange account were Exchange funds and not
concessioner funds, but for the purpose of devisng aremedy for aperceived fiscd law
violation, the same funds must be returned to its concessioner source. Although, thereis, a
times, some overlap between the authorized purposes to which nonagppropriated Exchange
funds and nonappropriated concession funds can be used, in this case, the segregated funds
from each source (and the interest accruing thereto) were accounted for separately in order to
preserve their character and maintain a distinction in terms of the separate purpose and source
of each.
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The Stennis branch of the NASA Exchange was merely used as a banking repository for the
funds from the Kennedy concessioner. The Exchange account was used as a matter of
adminigrative convenience to achieve the joint Kennedy/Stennis purpose of constructing an
addition to the Stennis Vistor Center. Stenniswas not yet ready to contract for the new
addition at the time the nonappropriated funds from Delaware North arrived & Stennis. The
only account for nonappropriated funds that was available to hold the concession revenues from
Kennedy was that of the Stennis branch of the NASA Exchange.

16. OIG Comments. If Stennislacked the authority and means to deposit the fundsinto
NASA'’s account and to exercise direct control over use of the funds, then it so lacked
authority to indirectly account for and use the funds to accomplish its misson through the Stennis
Exchange. Regardless of the fact that funds were nonappropriated concessioner revenues, it
was improper to use the Stennis Exchange, also a nonappropriated activity, as a convenient
mechanism to account for and use the funds at Stennis' direction for projects outside the scope
of the Exchange s authority. The Stennis Exchangeis not a concessoner.

Our assartion that funds from the Exchange account were Exchange funds and not concessioner
fundsis derived from language in the Letter Agreement and from ord and written testimony of
the Chief Counsdl and the Exchange Operations Manager & Stennis. The Letter Agreement
dates “ Kennedy will direct its concessioner...to make payment to the NASA Exchange —
Stennis Branch the sum of $500,000 to compensate Stennis for the potentia |oss of future
revenue to Stennis' Vigtor Program....”  In our entrance conference with Stennis officids, the
Stennis Chief Counsel and the Stennis Exchange Operations Manager who is aso Specid
Assgant to the Stennis Center Director, informed us that funds received from Delaware North
were for future potentia loss of revenue to the Stennis Exchange Souvenir Shop located at the
Sennis Vidtor Center. These officids Sated that the externd tank was its largest exhibit, and
because of itsloss to Kennedy, the number of visitors would be significantly reduced and would
result in lower sdesrevenues at the souvenir shop. Findly, the Stennis Chief Counsel wrote “It
was noted that the transfer of any funds would serve as ameans of compensating the Stennis
Space Center (and its Exchange) for the anticipated loss of Visitor Center traffic

and revenue....” Because the Stennis Visitor Program received no revenues from visitors, it
would be logicd that any revenue reimbursements would be to the Stennis Exchange and would
thus become subject to the usage authority provided the Exchange by the Space Act.

Management’s Comment. Stennis submitted a NASA Facility Project-Brief Project
Document (Form 1509) to Headquarters early in May 1998 as part of NASA’s interna
authorization process. The project was properly approved at Headquarters several weeks
before the construction contract was executed. The Form 1509 correctly identifies
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nonappropriated funds from the NASA Exchange as the funding source, but in retrospect, a
more ingghtful disclosure should have stated that “ nongppropriated concession revenues from
Kennedy” were being used by Stennis.

17. OIG Comments. The OIG agrees with management that the Form 1509 was insufficiently
documented to provide detailed information necessary for approving officids to make afully
informed decison regarding the Vistor Center addition. Again, we are not primarily concerned
about insufficient documentation. We question the propriety of the transaction itsdlf.

Management’s Comment. According to the OIG position, in the absence of a concession
agreement at a particular ingallation, gppropriated funds must be used to fund the construction
of NASA facilities for vigtors at thet ingdlaion. The basisfor the OIG's position isnot clear in
the OIG audit report, it is contrary to previous NASA policy and practice, and it is not
grounded on any judtifiable legd foundation.

18. OIG Comments. The basisfor our pogtion is clear in the report. Throughout the report,
we take no exception to NASA’ s authority to use concessioner funds for vidtor facilities, but
instead identify as ingppropriate the mechanism used to accomplish the Visitor Center expansion
and improvements at Stennis. Our position was not conjecture. Rather, we reached our
conclusions after considering al the in-depth criteria and evidence regarding the transfer of the
externd tank, payment of concessioner funds to the Stennis Exchange, and accounting and use
of concessioner funds paid the Exchange. Our conclusions and recommendations remain
unchanged.
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