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The NASA Office of Inspector General has completed a survey of NASA procurement
initiatives. The purpose of the survey was to evaluate the effectiveness of selected initiatives.
During the survey, we identified an issue regarding the NASA Credit Card Program at
Kennedy Space Center (KSC) which we believed required immediate management attention
due to the potential for the same issue to arise at other NASA locations.

One KSC directorate used NASA credit cards to purchase 80 computer systems over a three-
month period. The Federal Acquisition Regulation (FAR) encourages use of the credit card,
but the FAR, NASA FAR Supplement, and KSC "Credit Card Users Guide" prohibit splitting
requirements in order to stay within the single purchase limit of $2,500. The 80 computer
systems cost a total of $167,925 but were processed as individual procurements of under
$2,500 to use the credit card. We recommended clarification of the term single purchase and
training regarding the concept of splitting a requirement.

We issued a draft report to you on October 4, 1996, and received a written response from your
office on October 23, 1996. In addition, on October 18, 1996, the KSC Procurement Office
distributed a letter to all KSC directorates that clarified the terms single purchase and split
award. Your response and the KSC letter are summarized in this report and are included in
their entirety as Appendices 1 and 2, respectively. Because the planned action is not complete,
please include our office in the concurrence cycle for closing the recommendation, in
accordance with NMI 9910.1B.
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The NASA Office of Inspector General staff members associated with this audit express their
appreciation to NASA Headquarters and KSC personnel for their courtesy, assistance and
cooperation. If you have any questions or need additional information, please contact Mr.
Lome Dear, Program Director, Infrastructure and Support, at 818-354-5634; or Mr. Robert
Wesolowski, Director, Audit Division-A, or me at 202-358-1232.

Debra A. Guentzel
cc:

KSC/OP/]. Hattaway
IM/Chait
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ADDITIONAL COPIES

To obtain additional copies of this audit report, contact the Assistant Inspector Generai for
Auditing at 202-358-1232.

SUGGESTIONS FOR FUTURE AUDITS

To suggest ideas for or to request future audits, contact the Assistant Inspector General for
Auditing. Ideas and requests can also be mailed to:

Assistant Inspector General for Auditing
NASA Headquarters

Code W

300 E St., SW

Washington, DC 20546

NASA HOTLINE

To report frand, waste, abuse, or mismanagement, contact the NASA OIG Hotline by calling 1-
800-424-9183; 1-800-535-8134 (TDD); or by writing the NASA Inspector General, P.O. Box
23089, L'Enfant Plaza Station, Washington, DC 20026. The identity of each writer and caller can
be kept confidential upon request to the extent permitted by law.
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INTRODUCTION

BACKGROUND

The NASA Office of Inspector General (OIG) conducted a survey to
evaluate the effectiveness of selected NASA procurement initiatives.
One initiative under review was the NASA Credit Card Program.
Under this program, non-procurement individuals are authorized to
purchase supplies and services costing $2,500 or less with a VISA
credit card provided by Rocky Mountain BankCard System
(RMBCS). The RMBCS was awarded a contract for Government-
wide Commercial Credit Card Services by the General Services
Administration (GSA). The Governmentwide credit card is called the
International Merchants Purchase Authorization Card (IMPAC). This
report will refer to the IMPAC as a credit card and to NASA's
participation in the GSA program as the NASA Credit Card Program.,

During the survey, we identified a situation that we believe requires
immediate attention by the NASA Associate Administrator for
Procurement due to the potential for the same issue to arise at other
NASA locations. Current regulations and written procedures for the
use of credit cards prohibit splitting a requirement to stay within the
single purchase limit of $2,500. However, a Kennedy Space Center
(KSC) directorate has split a requirement for 80 computer systems
(central processing units and monitors) into 80 individual purchases to
fall within the single purchase limit.

NASA has undertaken several initiatives directed at streamlining the
procurement process. Under one such initiative, the NASA Credit
Card Program, authorized personnel may procure such items as office
supplies and equipment with bank issued credit cards. The use of
credit cards is expected to result in more efficient procurement
operations, shorter lead time and less paperwork.

Kennedy Space Center implemented the use of credit cards by non-
procurement technical personnel in June 1995. To minimize risk,
KSC management limited single purchases to $2,500 and annual
purchases to $20,000 for each non-procurement cardholder. The goal
of KSC is that technical organizations will use their credit cards for all
purchases at or below the $2,500 threshold and only send purchase
requests to the Procurement organization for processing when an item
cannot be procured with the credit cards.
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OBJECTIVES, SCOPE, AND METHODOLOGY

OBJECTIVES The overall objective of this survey was to evaluate the
effectiveness of selected procurement initiatives. Specific
objectives included:

« identifying the status,
»  evaluating the planned approach and expected benefits, and
+  evaluating the actual impact.

SCOPE AND For purposes of this rapid action report, we limited the scope of
METHODOLOGY our survey to reviewing the effectiveness of the credit card
' program at KSC. Specifically, we reviewed the monthly

Statements of Account (SOAs) for each non-procurement
cardholder at KSC. Initially, SOAs dated July 24, 1995, through
April 24, 1996, were reviewed for 26 cardholders. We
Judgmentally selected SOAs with the largest dollar amount for
detailed examination to determine the effectiveness of
established controls. In addition, we interviewed six cardholders
and reviewed supporting documentation for their SOAs. After
identifying a potential split requirement in a directorate, SOAs
dated May 24 and June 24, 1996, were reviewed for 13
cardholders with authority to purchase for that directorate.

MANAGEMENT We reviewed management controls related to procurements
CONTROLS using credit cards as described in the Federal Acquisition
REVIEWED Regulation (FAR) 2.1 and 13.1, NASA FAR Supplement (NFS)

18-70.403, and KSC's "Credit Card Users Guide." Cardholders'

monthly SOAs were specifically reviewed to determine whether:

+ the single purchase limit of $2,500 was observed,

s ' requirements were not split to fall within the single purchase

«  purchases appeared reasonable,

s  SOAs were reconciled by cardholders, and

»  purchases were subsequently certified by approving
officials.

Except for the splitting of a requirement to fall within the single
purchase limit, our review did not identify weaknesses in
established controls.

SURVEY FIELD The survey field work related to the observation in this report
WORK - was conducted from March to August 1996. The field work
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was conducted at KSC and NASA headquarters. The survey
was performed in accordance with generally accepted
govemnment auditing standards.
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OBSERVATION AND RECOMMENDATION

OVERALL We have not yet completed our overall evaluation of the

EVALUATION effectiveness of the KSC Credit Card Program; however, one
directorate split a requirement for $167,925 worth of computer
systems into 80 separate procurements to fall within the single
purchase limit.

OBSERVATION - During survey field work, we found one KSC directorate that
had split a requirement for 80 computer systems into 80 single
purchases. Although FAR 13.103 encourages use of credit
cards “to the maximum extent practicable,” the FAR, NFS, and
KSC "Credit Card Users Guide" prohibit splitting requirements
m order to stay within the single purchase limit of $2,500.
According to FAR 13.103, requirements aggregating more than
the $2,500 threshold may not be broken down into several
purchases that are less than the threshold merely to permit use of
simplified acquisition procedures or to avoid any requirements
that apply to purchases exceeding the $2,500 threshold. The
directorate approving official considered each computer system
to be a separate purchase because each was delivered to an

-individual user. The directorate apparently obtained approval
from the KSC Agency Program Coordinator to purchase two or
three computers using the credit card, but after that approval,
purchased 80 computers. In our opinion, the directorate
exceeded the authority intended by the credit card program and
circumvented standard procurement procedures.

The Procurement organization must use standard procurement
procedures to process requirements exceeding the single -
purchase threshold. These procedures include initial
identification of a requirement, purchase authorization,
solicitation of offers, evaluation of offers, adequate competition,
possible negotiation, and contract award.

The NASA KSC Logistics Operations Directorate (LO)
purchased 80 personal computer systems from a single vendor,
using credit cards to pay for the systems. To accomplish the
purchases, LO designated 13 directorate personnel as credit
cardholders. The KSC Director of Procurement delegated
procurement authority of $2,500 for each purchase and $20,000
annually to each cardholder. Each cardholder purchased a
minimum of one and a maximum of nine computer systems. For
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RECOMMENDATION
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example, one cardholder purchased nine computer systems
priced at $2,076 each in one month from the same vendor for a
total charge of $18,684. Because the cardholder's delegated
procurement authority was $20,000, no more than nine
computer systems could be purchased. The combined cost of
the 80 computer systems was $167,925. Most of the computer
systems (78 of 80) were charged to Statements of Account
dated May 24 and June 24, 1996.

When we informed KSC Procurement officials of LO's computer
systems purchases, they recognized the acquisition as a splitting
of a requirement. The LO approving official (responsible for
verifying purchases are necessary and in accordance with the
FAR), however, considered each computer system to be a
separate purchase because each was delivered to an individual
user.

According to LO personnel, LO elected to purchase computer
systems with credit cards because delivery could be
accomplished in about two weeks. In contrast, delivery could
take months using the normal procurement process. A credit
cardholder stated that she researched available suppliers and
chose the supplier offering the best value to provide all 80
computer systems.

Procedures written as guidance for the NASA Credit Card
Program are not clear and have been misunderstood. Although
NFS 18-70.403, Appendix I, states that a single purchase may
inchude multiple items, the directive does not state whether a
requirement for multiple identical items corprises a single
purchase. Guidance does not explain the term “splitting of
requirements.” One cardholder's interpretation of this term was
that separately purchasing a central processing unit and a
monitor for an individual user would constitute splitting of a
requirement.

The NASA Associate Administrator for Procurement should
issue a letter to KSC clarifying the definition of single purchase
and reemphasizing that requirements are not to be split. We also
suggest the Associate Administrator notify all NASA
Procurement Officers that the above clarification and reemphasis
be added to local credit card training to minimize the potential of
similar situations elsewhere.



MANAGEMENT'S
RESPONSE

EVALUATION OF
MANAGEMENT'S
RESPONSE

We agree that corrective action is required and plan to send a
letter to the Director, Kennedy Space Center, recommending
appropriate action and requiring that cardholders be reminded of
the regulation prohibiting splitting requirements to avoid
exceeding credit card dollar limits. A second letter will be sent
to the Associate Administraters and the other Center Directors
requiring that this same emphasis be added to the training for all
new cardholders and approving officials.

On October 18, 1996, Kennedy Space Center's Procurement
Office Director issued a letter to all KSC directorates that
clarified use of credit cards. The clarification included examples
of split requirements and the single purchase limit, as well as
FAR and NFS requirements.

Action planned by NASA and taken by KSC management is
considered responsive to the recommendation.
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KENNEDY SPACE Bonnie Armstrong, Auditor
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Ristribution:
BB-B/5.- Chance
BB~D/B. Gnan
BB-D/E. Moser
HE-D/E. Zimmerman
BB~D/W. Speed
BL/H. Wolfe
BR/C. Martin
CC/M. Winchell
CC/5. Stuckey
DA/A. Parrish
DA-STF/B McCoy

DE/T. Conway.
DE-BCO/L: Alderman

‘DE-PCOIT Stemxock
LE-PMD/M. Cassman
DL-HOD/B,. Alfonso
QDL*-HBD!W. Prince

DL-ICD~AfD. Collins
DL-SDD/T . Shammck

‘BEC/E. Mara
BC-D7EL Godfrey
EC+D/S. Marshall

EC-BIRy Tilley

‘EO/¢. Diggs
BO/R: Tfpikhar

GG-C3/8. Krokseyr
GG-C3i~A/P. Lecnard
EM/D. Worthy

HMAW. Camp

IM-ADM/E. Qsbérne
IM-F/F. Keith
IM-PCM/J. Gardner
IM-SA/D.. Graen
™M~SA/L. Lunde

JJ/D. Steele
3318 Haddad
A33-3/8. Slack
JI-3/D. Doerr

LO~-ENG/M. Fiander .
Lo~ ENG 2/C. Kirkpatrick
LO-MSD/G. Krisingha
LO-MSD/T. Moore
LO~MSD-1/L. Underhill
LO-PMD/E. Wise
L.O-PMD-1/D. Vess
LO~PMD~-1/E. Green
LO-PMD-1/J. Mosconi
LO-PMD~1/K, Longstreth
LO-PMD-1/L. Andrews
LO~BPMD-1/L. Blocker
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LO-PMD-2/D. Bayline
LO-PMD-2/L. Schafer
LO-PMD-A/L. Woodard
MK~-MIO/G. Stagman
MK-MIO/W. Wiley
OP-ESO/B. SBcokbt
OP-ESO-A/A. Reaves
PH-BL/J. Omrtel

‘PH=B1/R. Phelps

PK/N. O'Neal
PK/W. Raines

:"PK-MIG ‘l‘hurstOn

:pz.‘ IB. mrecta
PZ-1/D. Pope -
‘pz«u'r. Pleming
PL-AHT. Madura

:Pg-B2+A/L. Maier
SPAT. Halsema

§T/T. BElk

OLG/L. Diamond
HQS/H/D. Lee
HQS/HS/D. Fortunat
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- SPLIT AWARD --- Regulations

Accurdxng te the Federal Acquisition Reguiatxon {FAR) Part
13.103{c), “Requirementy &ggreqatzng more than the. szmpl;fxed
acquisition threshold oz the m&cra~purchase chreshold shall not .
be broken down inte several purchases that are less. tHan the
_applzcable thiveshold: meraiy;te permit use of simplified
acquisition procedures, or to avoid any reguirements that apply

‘to purchases exceeding the mxcro-purchase threshold.*

Also, according to. ﬂaSA_FER:supplement {NFS) 18-70. 403
iS)(c)il}.r‘The tetal of a single : paid for

J : _fideually ovar the year to
avoad tha ragular 9rocurement prccess This would be an

example of ‘an organizational spl;t award.

'§INGLE PURCHASE LINIT ,,.; aeguzaticn

is a lxmltatzon on. the pracuremant auther:ty delegaced ta the
cardholder. This limit cannot be exceeded unless a revised
delegaczon of authority is issued by the Procurement Officer
raising the limit. A 'Single Purchage’ uging the card may
include multiple items. However, no single purchases may
excesd the authorized single purchage limit established for
each carxdholder.®

SINGLE PURCHASE LIMIT --- Example

~ You may have one line iteni totaling 52,500 going to one
vendor or you may bave multiple line items gazng to one vendor
for a roral of $2,500.
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APPENDIX 3

National Aeronautics and Space Administration (NASA) Headquarters

Code_ B/Chief Financial Officer (CFO)/Comptroller
Code H/Associate Administrator for Procurement
Code J/Associate Administrator for Management Systems and Facilities

NASA Director, Field Installations

Director, Kennedy Space Center

NASA Offices of Inspector General

Ames Research Center

Dryden Flight Research Center
Goddard Space Flight Center

Jet Propulsion Laboratory

Lyndon B. Johnson Space Center

John F. Kennedy Space Center -
Langley Research Center

Lewis Research Center

George C. Marshall Space Flight Center
John C. Stennis Space Center

Non-NASA Federal Organizations and Individuals

Assistant to the President for Science and Technology Policy
Deputy Associate Director, Energy and Science Division, Office of Management and Budget
Budget Examiner, Energy Science Division, Office of Management and Budget
Associate Director, National Security and International Affairs Division,
General Accounting Office
Special Counsel, Subcommittee on National Security, International Affairs, and Criminal Justice

Chairman and Ranking Minority Member . Congressional Committees and Subcommittees

Senate Committee on Appropriations

Senate Subcommittee on VA-HUD-Independent Agencies
Senate Committee on Commerce, Science and Transportation
Senate Subcommittee on Science, Technology and Space
Senate Committee on Governmental Affairs

House Committee on Appropriations

House Subcommittee on VA-HUD-Independent Agencies
House Committee on Government Reform and Oversight
House Committee on Science

House Subcommittee on Space and Aeronautics
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