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NASA, OFFIClE OF J:NSPECTOR GENERAL 

SEMIANNUAL REPORT FOR PERlon END ING 

MARCH, 31", ,1979 

FOREWORD 

The NASA Office of Inspector General was created by 

the Inspector General Act of 1978, Public Law 95-452, signed 

into law by the President on October 12, 1978. As required 

by Section 5 of the Act, this report summarizes the activities 

of the office for the six-month period ending March 31, 1979. 

Section 9 of the Act transferred the NASA "Management 

Audit Office" and the NASA "Office of Inspections and Security" 

to a new office headed by an Inspector General. The existing 

NASA organizational structure did not include a position of 

"Inspector General." Therefore, it was necessary to appoint, 

on a temporary basis, an individual to head the new office 

pending nomination'by the President of an Inspector General, 

and his confirmation by the Senate. Accordingly, on 

September 29, 1978, NASA Administrator Robert A. Frosch 

appointed Robert F. Allnutt, Associate Deputy Administrator 

of NASA, Acting Inspector General, effective upon enactment 

of the statute. 
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In the intervening months, every attempt has been 

made to establish and operate the new office in a manner 

designed to assure that the Inspector General, once' 

appointed, will have maximum flexibility in managing the 

office to accomplish his statutory functions. Thus, for 

example, the key positions of Assistant Inspector General 

for Auditing and Assistant Inspector General for Investi-

gations, established by Section 3 of the Act, have not been 

filled except on an acting bas:Ls; and the organization has 

been maintained in the initial form created by Section 9 

of the Act. 

Smooth integration of the Inspector General's functions 

with NASA management processes is of crucial importance to 

fulfilling the purpose of the Act, and to maintaining 

effective and efficient management of NASA programs; that is 

to say, the Inspector General must be a key part of NASA 

management. At the same time, the Inspector General must 

maintain both the reality and the appearance of independence. 

Achieving these goals will be a major challenge to the 

Inspector General and to NASA 'in the initial months of his 

service. 

On Marchi 8, 1979, President Carter npminated Eldon D. Taylor 

to be the NASA Inspector General. His nomination is pending 

before the Senate Committees on Commerce, Science, and 

Transportation and on Governmental Affairs. 
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The Office of Inspector General has had the continuing 

interest and support of Administrator Frosch and Deputy 

Administrator Alan M. Lovelace. The career staff of the 

office is adjusting well to new demands and priorities in 

an effort to meet the expectations of the Act. The future 

success of the office will depend on continued support from 

the Congress, NASA management and the Inspector General's 

staff. 

~~ 
Robert F. Allnutt 
Acting Inspector General 

April 30, 1979 
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CHAPTER. I 

INTRODUCTION 

A. NASA Organization, Funding, and Programs - NASA 

was established by the National Aeronautics and Space Act 

of 1958. NASA conducts space and aeronautical activities 

for peaceful purposes for the benefit of all mankind. Its 

programs, designed to achieve goals specified by Congress 

in that Act, are the subject of annual authorization and 

appropriation acts. In the conduct of authorized programs, 

NASA currently employs about 23,000 civil servants and has 

a budget of $4.35 bill on for Fiscal Year 1979. NASA's 

space and aeronautical programs are principally carried 

out by its Headquarters, 10 field Centers, and the National 

Space Technology Laboratories. Some 80% of the funds appropri-

ated for NASA programs are expended through contracts and 

grants with industry and universities. Further details on 

the key program offices and NASA installations and their 

principal roles and programs are summarized in Appendix I. 

B. NASA Office of Inspector General - The NASA Office 

of Inspector General (OIG) was established by passage of the 

Inspector General Act of 1978, Public Law 95-452. The 

office currently consists of the existing NASA Audit, 

Inspections, and Security Offices. In addition to the 
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authorized OIG staff of 85, approximately 186 staff 

years of audit services are obtained through reimbursable 

agreements with other Federal agencies. Further details 

on the operations of the OIG are in Appendix II. 
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CHAPTER II 

ACTIONS TAKEN TO PREVENT AND DETECT FRAUD, ABUSE, AND ERROR 

A. Background - Prior to the establishment of the OIG 

in October 1978, steps had already been taken to emphasize the 

detection of fraud, waste, and error by directing specific 

initiatives in the FY 1979 audit plan and distributing instruc-

tional material, such as data on comput.'::r fraud. In December of 

1978 the NAS,A Administr'ator reminded all NASA managers of their 

obligation to conduct the public's business with the utmost 

integrity, and of the President's concern for the detection 

and prevention of fraud, waste, and error. The Administrator 

specifically asked them to be alert for opportunities for 

improving NASA operations, particularly internal controls that 

prevent wrongdoing and inefficiencies and to utilize the new 

OIG in carrying out their program responsibilities. 

B. Awareness - Actions to prevent and detect fraud, abuse, 

and error include: 

keeping auditors and investigators abreast of 
current activities in the area 

maintaining close liaison with the Department 
of Justice 

emphasizing internal controls in the effort to 
prevent fraud and abuse 

selective audits of areas vulnerable to fraud, 
abuse, and other irregularities 

3 
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C. Complaints or Information from Employees to the 

Inspector General - Section 7 of the Inspector General Act 

provides that employees may provide information or complaints 

to the I.G. with assurance of confidentiality and protection 

from reprisal. These complaints are a source of information 

about fraud, waste, or mismanagement. To facilitate easy 

communication between employees and the OIG, NASA established 

focal points for employees to relay their information or 

complaints to the I. G. (see Appendix III for copy of 

Administrator's Special Announcement). During the initial 

month of operation, several audits and investigations were 

initiated as a result of the information furnished by 

employees. 
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CHAPTER III 

AUDIT ACTIVITIES 

A. Audit Policy - The NASA Office of Audit is responsible 

for audits of all NASA operations, including operations of NASA 

contractors. Internal audits are performed by NASA auditors 

located in regional audit offices at most NASA installations. 

Since most of N.ASA's major contractors are also major Department 

of Defense (DOD) contractors, it has been .found to be efficient 

to use the services of DOD auditors. Therefore, with limited 

exception, audits of NASA contractors are performed on a re­

imbursable basis by the Defense Contract Audit Agency (DCAA). 

For similar reasons, NASA's grant activity is audited by the 

Department of Health, Educatiy!".;:, and Welfare (DHEW) Audit 
/" 

Agency. The NASA regional rUdit offices are responsible for 

assuring that appropriate a~dits are performed.of NASA con­

tractors located wi thin thei~~ assigned area. 

\\ 

B. Audit Planning - The Office of Audit plans its work 

on a fiscal year basis. The development of the annual audit 

plan includes both internal audits and audits of major 
11-

contractors. The contractor audit coverage by DOD and DHEW 

is planned by those agencies in coordination with the NASA 
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1 regional audit office. With regard to internal activities, ,It 
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an audit universe developed by the Office of Audit in 1978 .(~ 
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identified all areas which should be audited at least once 

each five years. In establishing the annual audit plan, 

several factors must be considered to assure a balanced 

audit coverage within available resources. These include: 

Management interests and requests for audit 
are solicited through dii~ussions at both 
Center Director level and NASA Headquarters 
senior management level. 

Matters of current Congressional interest, OMB 
initiatives, GAO audits both within and outside 
NASA, and problems publicized at other government 
agencies. 

C. Audit Reporting - Consistent with the u.S. Comptroller 

General's audit standards, the NASA audit process is designed to 

assure that audit objectives are clearly conveyed, that all facts 

are obtained and fairly presented, and that management views on 

audit conclusions are ob~ained and appropriately conside~ed. 

Internal audit reports are issued initially to the director of 'the 

audited organization. When ,NASA policy questions are involved 

or signific~nt differences of opinion exist between the Office 

of Audit and the audited, organization, senior NASA management is 

requested to assess the Center position and comment on the 
". Ii. 

report. Issues which cannot be resolved at the senior ~anage­

ment level are referred to ,the NASA Administrator. 
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Audit reports on NASA contractors are usually sub­

mitted directly to the procuring activity within NASA. NASA 

regional audit offices receive copies of audit reports on 

major NASA contractors and other NASA contractors where 

the results of audit disclosed deficiencies which require 

special attention. These reports are reviewed bytbe. NASA 

regional audit offices, and where appropriate, the reports 

are submitted to Center officials to assure that action is 

taken. The ,more significant items are.submitted to NASA 

Headquarters officials either for information or action 

where matters have not been resolved satisfactorily by 

Center officials. 

D. Audit Perform..:ince - Currently NASA has approximately 

9,500 active prime contracts with about 2,500 contractors 

located throughout the united States. In FY 1978 NASA's 

procurement awards to business firms, educational institutions 

and nonprofit organizations were about $3.4 billion. NASA 

is reimbursing DCAA and other Federal GS'vernment audit 
~9 

agencies approximately $ 6. 7 million per:;, year for audit 

services, equivalent to the efforts of about l8~i auditors. 

The latest measurable results reported for cprl'tractor audits 

show that the auditors questioned $173 million on actions 

completed during FY 78. This resulted in a net savings of 

approximately $24 million. 
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In comparison to NASA's audit plans in recent years, the 

FY 1979 internal audit plan includes increased emphasis in 
.). 

procurement audits due to expanded audit coverage of areas 

susceptible to fraud, waste, and abuse. It also emphasizes 

audits of automatic data processing, financial managemen'i:., 

NASA Headquarters operations, and other functions identified 

by the GAO as requiring more internal audit coverage in NASA. 

The plan includes follow-up effort to determine if corrective 
/) 

actions agreed upon by managemen,t in prior audits have been 

taken. It also allows for specia'l,assistance to managem~i1t 

in various forms, including special studies and review of 

policies and regulations. Direct audit effort planned for 

FY 1979 by the Office of Audit is distributed as follows: 

Functional/Program Area 

Contractor Audits 
Procurement' 

• - • 1\ 

Flnanclal Management 
Facilities 
Property Administration 
Automatic Data Processing 
Program Audits 
Other 

Total 

Percent 

11% 
20 
13 
10 

5 
13 
12 
16 

100% 

Included in Appendix IV is a list of internal audits 

which completed the formal reporting process during the 

six-month period ending March 31, 1979. Management positions 

have been obtained and all audit actions completed other 

than normal follow up. A listing of contractor audit reports 
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selected by NASA Office of Audit for distribution to NASA 

Officials for information or action is set forth in Appendix V. 

There were no highly significant problems, fraud, abuse, or 

waste disclosed by the audits. Significant findings and 

recommendations from the audit effort are summarized in 

sections El and E2 below. 

In general, management actions taken or initiated to 

date are responsive to the internal and contractor audit 

findings and recommendations. 

E. Summary of Significant Findings and Recommendations 

1. Internal Audits 

PROCUREMENT ADMINIST~TION 

Support Services Contra,cts - At one Center the 

audit of support services activities consisting of 37 active 

~ontracts valued at $47.4 million and 25 inactive contracts 

valued at $36.9 million showed the need for more ,.;:;ffective 

controls a,nd procedures in the following areas of contract 

administration. 

timely closing of physically completed 
contracts 

over half of the active contracts re7 
quired extensions due to lack of timely 
procurement planning for follow-on 
contracts 

placement of work orders to contractor 
personnel 

monitoring contractor employees time and 
attendance 
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Responsive actions are being taken by the Center to 

improve management and adminis,tration of the support contracts. 

Validation of Contract Costs - One cost-plus-a-fixed 

fee (CPFF) type contract was observed where the r~sponsibility 

for approval of contract cost vouchers h~d not been delegated 

to the cognizant government auditor. As a result, billings 

in excess of $5.6 million had been processed without assurance 

as to the propriety or alloWftbility of the charges. In a 

related matter, the accuracy of Contractor Monthly Financial 

Reports had not been validated for almost three years. 

Appropriate corrective actions have been initiated. 

FINANCIAL MANAGEMENT 

Payroll - An audit of payroll at one location 

showed that internal controls in the reporting and certification 

of time and attendance of employees )~>~quired improvement to 

assure time reported as worked is reliable and properly 

certified by a supervisor and to assure that overtime work 

is properly authorized. Management agreed to take corrective 

actions including revision and clarification of policies and 

instructions and the condl1pt of training seminars for 

timekeepers. 

10 

PROPERTY ADMINISTRATION 

Equipment Management - An ~udit of special 

purpose mobile equipment (SPME) showed that the usage of the 

equipment did not justify the aITlount of preventi.ve maintenance 

being performed. Most of the equipment was near or had passed 

the expected life of economical use, and repair costs exceeded 

the origi,nal acquisition cost. l1anagement is considering the 

recommendations for establishment of maintenance guidelines on 

a combined time/usage basis and for the deferral of preventive' 

maintenance on equipment in extended storage. Also a replace-

ment plan and budget for SPME replacement will established. 

AUTOMATIC DATA PROCESSING 

Computer Security - An audit disclosed that the 

following improvemen'·'·s were needed at a computer facility to 

safeguard automatic data processing (ADP) equipment and 

magnetically stored data valued at over $14 million: 

risk analysis and physical security 
plan 

improved controls over access to data 
network 

back-up procedures 

improved physical security cont;ro19 

Management initiated, corr,ective actions which 

included assigning responsibility for protective activities 

to one high-level ADP management official at the facility. 
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An audit at another computer facility showed that. 

review and improvements were needed in:the following areas: 

access to computer facilities and data 
storage areas 

controls and protection of Privacy Act 
Information 

periodic risk management and analyses 
requirements 

development Of formalized contingency 
plans 

-- off site back-up data storage requirements 

Management concurred with most of the recommenda­

tions but, in some areas, is deferr;ng t' ~ ac ~on until agency 

guidelines are issued on computer security. An agency-wide 

study of computer security was made, proposed agency guide­

lines were prepared and they are currently being revie\.,red 

within NASA prior to issuance. 

ADP Tape Management - An audit at a computer complex 

showed the following: 

~anagement emphasis and attention needed 
~n the,following areas to achieve maximum 
magnet~c tape use and more effective control 

o retention and control of tapes 'in the 
libraries 

o mUltiple categories and locations of 
tapes in the libraries 

o tap~ .library record keeping 

pro,?urement actions could have resulted in 
sav~n~s,through reduction in quantities 
or .el~m~nation oi procurements 
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o two procurements of magnetic tape were 
made at a cost of $132,000 when a signi­
cant number of tapes in the libraries 
were potentially available for use 

o a procurement of self-loading magnetic 
tape cartridges costing $115,000 could 
have been reduced had additional con­
sideration been given to the consolidation 
of data on other tape 

magnetic computer tape evaluation process 
concerning retention/rejection criteria 
needed attention 

with a few exceptions, management generally agreed 

with the recommended change9. The major exception was that 

management believed that the procurement quantities cited 

above had been adequately considered and the ordered 

quanti ties were justif ie
l
¢!.. However, management procedures 

to assure efficient procurement of computer supplies have 

been reemphasized. 

An audit of a magnetic tape certification facility 

showed that it is operating in a cost-effective manner with 

generally satisfactory operating procedures and practices. 

However, the following problem areas were identified. 

approximately 143,000 tapes currently in 
storage could be released for potential 
reuse under newly established criteria 

o the Center where the facility is located 
i9 currently purchasing new digital tapes 

~ a~ a rate. of $75,000 a month 
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o immediate release of eligible digital 
tapes from storage would substantially 
reduce the Center's requirement for the 
purchase of new digital tapes and would 
provide more efficient use of the tape 
certification facility 

tapes with questionable value were being 
recertified at the facility for future 
reuse 

Management agreed to take the necessary action 

to improve the above problem areas. 

OTHER IN-HOUSE AND FUNCTIONAL AREAS 

Word Processing Systems - At one installation 

the audit of the use and management of Word Processing Systems 

(WPS) costing about $486,000 showed limited use and pro-

ductivity because of insufficient training of operators, 

limited applications available and obsolete equipment. 

Recommendations were made to develop operating policies and 

procedures for acquiring and using WPS a.nd to obtain an 

expert in-depth study of the WPS operations to develop future 

applications and improve productivity. Corrective action 

has been initiated on the ~ecommendations. 

Office Moves and Modifications - Office moves 

and modifications at one installation were estimated at about 

$800,000 in FY 1978. An audit showed the following problems: 

the responsibility for space management 
was fragmented" between two different ~> 
Directorates 

14 
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the approval/disapproval authority for moves 
and modifications were being accomplished 
with less than adequate justifications 

costs were not adequately considered in the 
review and approval process 

Management concurred with most of the audit 

recommendations and is taking responsive corrective actions. 

Reliability and Quality Assurance Activities -

The results of an audit at one Center showed: 

criteria established for prompt recognition 
and reporting of problems associated with 
spacecraft hardware were not being achieved . 
as prescribed by the Center's Problem ~eportlng 
and Corrective Action System. Delays ln 
the reporting of hardware failures by con­
tractors could result in program slippages 
of critical spacecraft hardware~ 

quality assurance support of a key Center 
laboratory could be improved through the 
assignment of additional personnel and 
through a revision of that la~oratory's 
Safety, Reliability, and Quallty Assurance 
Support Plan. 

there was no assurance that all Center pro­
curement requests were being forwarded to 
Safety, Relia.bility, and Quality Assurance 
(R&QA) for screening to assure that R&QA 
provisions were ,being placed in Center 
procurements. 

'The Center generally agreed with the'recommendations 

on these matters and is taking corrective actions. 
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Calibr~tion Activities - The audit at one Center 

revealed that: 

there were about 2,100 line items of equipment, 
valued at about $10 million, assigned to one labo­
ratory which we7e not in-an active calibration status. 
Some of the equlpm~nt propably should have been 
in the active periodic calibration cycle. -

the follow-up system for items past due for cali­
bration is generally ineffective. Past-due notices 
were issued for 36 items due for calibration in 
March 1978. However, at June 30, -1978 not one of 
these items had been submitted for calibration . ' nor had any of the ltems been reclassified to a 
status not requiring calibration. 

To meet quality standards, properly calibrated equip­

ment must be used, as appropriate. Management concurred in the 

audit recommendations and has taken corrective action. 

2. Contractor Audits 

Overpayment of Progress Payments - The audit disclosed 
--" " 

that a contractor had been overpaid about. $3.3 million in progress 

payments under a fixed price contract. The overbilling resulted 

from the cont~actor's failure to compute progress payment billings 

in accordance with established accounting practices. In response 

to the audit recommendation and action of the Contracting Officer, 

the contractor submitted a revised invoice, thereby reducing the 

Government's cash outlay. 

Report on Energy Conservation Opportunity to Reduce 

consJlmption - A contractor's annual energy cost a~ounted to 

~3. 2:tnillion of which about 88% was for the consumption of 

electrical energy. 
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An estimated $194,000 could be saved annually if the 

audit recommendations are accepted to set thermostats for 

heating/cooling to the NASA guidelines, and if illumination 

levels were maintained at the NASA recommended ranges. Further 

reductions in energy consumption could be realized if low energy 

lamps vlere used. 

The contractor agreed to study the audit recommendations. 

This matter has been referred to NASA management for follow up 

and appropriate action. 

Report on Manpower utilization Excessive Nonproductivity 

(Idle Time) Rates - The ratio delay techniques used in the audit 

showed that nonproductivity (idle time) was about 34% in select­

ed departments. The auditor estimated that if the level of non-

productivity for these departments was reduced, annual costs 

avoidance for excess nonproductivity 'bould be as much as 

$3.7 million. 

The auditor recommended that the contractor establish a 

program to improve supervisory monitoring of·employee work and 

activities, appoint alternate supervisors during vacation periods, 

and evaluate supervisor performance. 

Because of prior reports on this issue, NASA Headquarters 

management requested Center management to follow up on the, matter. 

A Center review team a.ssessed the contractor's manpower alloca­

tion procedures and methods for measuring-and controlling 
, 

productivity. The result9 of the team review were reported 
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to NASA Headquarters management including the measures 

taken to increase contractor personnel awareness of the need 

to decrease nonproductive time and improve productivity. 

Report on Subcontract AdministratjDn Need for 

Improvement in operations Related to Financial Management -

This audit showed that substantial subcontract cost growth 

has occurred; the prime contractor repeatedly understated the 

estimates at completion for subcontract work; t~ere is a lack 

of verifiable documentation supporting the prime contractor's 

adjustments to subcontractors' "estimated at completion" 

costs (EAC); and there is a need for prime contractor a\vare-

ness and agressive management action on business management 

problems at a number of subcontractor locations. To some 

degree, this latter condition exists because subcontractors 

refused to authorize government representatives to release 

information in government audit reports to the prime contractors. 

The auditor recommended that the contractor 

reconcile the estimates submitted by the subcontractors \vith 

the EACs reported to NASA; maintain a record of the reconcilia-

tiQn; ~upport all adjustments with verifiable documentation; 

aJ;id explain all adjustments to EACs in the financial reports 
1/ 

// 

submitted to NASA. Also, the auditor recommended that the 

prime contractor initiate action to obtain appropriate audit 

report~ related to subcontract performance. 

18 
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This report was forwarded to the NASA lead 

Center for follow up to assure corrective action and to the 

NASA Headquarters Program Office with a suggestion that the 

Program and Project Office conduct a special management 

and technical review and assessment of significant contract 

changes including effectiveness of engineering change procedures 

and practices. Corrective action is being taken. 

Noncompliance with Cost Accounting Standard 

Allocation of General and Administrative (G&A) Expenses - Based 

on the DCAA auditor's opinion, the Defense Contract Administration 

Service (DCAS) in March 1978 determined that the contractor's 

use of a single elF::m('lnt direct labor base to allocate Divisional 

G&A expense for 1978 was in noncompliance with the Standard. 

In June 1978 the Armed Services Board of Contract Appeals 

accepted the contractor's use of a direct labor base to allocate 

G&A for FY 1977. However, thi~ was for a period prior to the 

establishment of CAS 410. In February 1979 the DCAS reversed 

the prior determination of noncompli~nce with CAS 410. 

Notwithstanding the DCAS reversal, the audit position is that 

the contractor i1:) in noncompliance with Ci~E 410. The estimated 

1978 cost to NASA of the noncompliance is about $1 million. 

Because of this apparent difference of opinion 

i\ 
and the dollar impact, NASA audit recommended that this matter 

be pursued by NASA management. This would include further 

discus·osions with appropria'ce DOD representatives. 
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Implementation and Control of Word Processing 

Activities - The audit disclosed that a contractor's manage­

IDent of word processin~J activites needed strengthening to 

assure effective, efficient, and economical operations. The 

audit indicated that significant progress in implementing 

and controlling word processing 'activities COU~0 ~est be 

achieved through the establishment of a single organizational 

element having centralized authority and responsibility for 

all aspects of word processing. The auditors estimated that 

implementation of a centralized and comprehensive 'word pro~ 

cessing program would provide an estimated cost avoidance of 

$567,000 annually. 

Actions taken by the contractor and by the NASA 

Center are responsive to the audit recommendations. 

"Need for Greater Use of Interactive Computer 

Graphics (leG) - The audit disclosed t~at a contractor has 

effectively used ICG equipment in electrical drafting operations, 

0Since the contractor did not agree with the audit 

recommendation, this matter has been submitted to NASA 

management for follow up and appropriate action. 

Pension Cost Claim for Unfunded Past Service 

Liabilities as a Close-out Cost - The audit disclosed that 

the contractor's pe.nsion cost claim in the amount of $1.3 million 

was for unfunded past service liabilities which had not been 

amortized as of the completion date of the contract. The 

auditor recommended that the contractor's claim not be accepted 

since the recoupment of these past service costs as a close-

out cost in one year would not meet the allowable cost 

criteria set forth in the NASA Procurement Regulation. Also, 

such costs are not acceptable for other reasons including 

noncompliance with the contractor's disclosed accounting 

practices and applicable Cost Acc~unting Standards. 

The contractor does not agree with the auditor's 

recommendations. Therefore, it has been submitted to NASA's 
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The QIG p:r;ovides advice, assis'tance, and special :.,reviews to 

Headquarters or installation management on a request basis, 

subject to theavail'a'bility of resources and ot.her priorities. 

Responding to such requests fosters a cooperative relationship 

with management, and allows the OIG to advise on current 
,I 

.( 
problems of management concern. 

Within the past six months, the OIG has responded 

to several management requests for special audit services. 

Some examples ar~: \, 

One audit office was requested by installation 
management to lend assistance in closing a con­
tract involving a final sectlement claim of 
approximately $6 million for pension, insurance, 
and termination severance pay. The OIG provided 
a wide range of continuing audit counsel in 
in-hOuse discussions and in contractor meetings. 
The ultimate result was that the claimed settle­
ment costs were not allowed. Final contract 

::Closing is in process. 

In connection with a potential strike of an 
installation contractor, the installation director 
requested OIG participation in determing the 
cost impact of demands for the establishment (7.if 
an employee pension plan. An audi tor partic~}'Pa ted 
in developing cost estimates for various un~~bn 
proposals in the area of pensions. ,f 

A NASA procurement official requested a specific 
OIG :r;-'eview of one contract type to insure that 
abuses identified in another federal agency were 
not present within NASA. A special audit is 
currently in process. 

Center !ua,nagement requested audit assistance in 
verifying that contractor emplQ'rees met the 
qualifying requ,irements ~alled for in the contracts. 
The OIG is performing a review in the area with the 
assistance of the DCAA. 

22 ,I 

I 

A Head~uarters program office requested an audit 
of a pr ime cO.ntractor' s administration of sub­
coptracts and related financial management 
reporting. The audit approach and objectives 
were coordinated with DCAA. The audit disclosed 
a need for significant improvements. 

I. 
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CHAPTER IV 

INVESTIGATION ACTIVITIES 

A. Introduction - The NASA Inspections function is 

organizationally based in Headquarters with all Regional 

Inspectors reporting directly to the Director of Inspections. 

Their basic goal is to conduct professional fact-finding 
::. 

investigations and inspections which are "thorough, objective 

and unbiased. Although NASA will perform preliminary invest;i.-

gations in suspected criminal matters; i.e., those matters 

covered by Title 18, U.S. Code, such as fraud against the 

Government, theft of Government property, and bribery, such 

cases are referred, to the FBI. In the event the FBI does 

not conduct investigation, such as when prosecution is 

declined by the U.S. Attorney, NASA completes such investigation 

as may be necessary for the determination of appropriate 

administrative action. NASA conducts full field investiga-

tions in matters not covered by Title 18, U.S. Code, for 

example, allegations of leaks of Source Ev~luation Board 

information, of violation of NASA'S Standards of Conduct Regu­

lations and complaints of racial, sexual or other forms of pro­

scribed discrimination. The NASA Inspections Division has 
(I 
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agency-wide jurisdiction for all investigatory matters 

involving NASA employees,contractors, and property. 

Investigative priorities are set by the Director of 

Inspections after consultation with the Regional Inspector 

assigned to the case. Liaison with the Department of Justice, 

the Federal Bureau of Investigation and the united States 

Attorneys is routinely maintained by the Director of 

Inspections and by the Regional Inspectors. 

To assure appropriate action and follow~up is t,aken on 

matters investigated, NASA management officials are respon-

sible by directive for: 

1. Determining the appropriate action to be 

taken by NASA when the investigation or 

inspection produ~es evidence of a matter 

requiring corrective action. 

2. Advising the Director of Inspections of the 

action taken as a result of a report of an 

inspection or investigation originating in 

the"Inspections Division. " . 

i 
l 

B. Summary of.problems, Referrals to Prosecutive 
Authorities, and Prosecutions and Convictions 
Resulting 

1. During FY 1977 and FY 1978, NASA reliability and 

quality assurance personnel discovered the receipt of some 

inferior semi-conductors rebranded with the names of major 

semi-.~onductor manufacturers and remarked as of the highest 

quality (JAN or JANTX grade). NASA investigation deter­

mined that the products were sold as high-grade transistors 

to Government contractors, including a major aerospace 

contractor, at inflated prices when, in fact, they were 

substandard. 

Actions: 

August 24, 1976 - Referred to FBI. 

November 28, 1978 - Federal Grand Jury returned 
39 count indictment naming four persons and 
charging conspiracy, mail fraud, and making 
false statements to various Federal agencies. 

December 4, 1978 - The four defendants pled not 
guilty. 

February 13, 1979 - Two del,!endants pled guilty 
to one count each of violation of 18 U.S.C. 1001. 
One defendant was later sentenced to nine 
months in jail and fine of $,&,500, and the 
other was sentenced to three years probation 
and a $4,000 fine (12 days to be served in 
jail) • 
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February 15, 1979 - Third defendant placed on 
probationary status for one year under the 
pretrial diversion plan, as he was a juvenile 
during part of the offense period. Fourth 
defendant was dismissed. 

FBI investigation is continuing. Additional 
indictments are expected. 

2. Investigation into numerous questionable costs 

that were charged by a contractor to a NASA contract. The 

charges included lease of a new luxury automobile for 

firm's President, a new luxury automobile for personal use 

of president's wife, and charges for "moving expense" of 

employee. Audit assistance from the Defense contract Audit 

Agency (DCAA) obtained and revealed that the allegations of 

improper/illegal costing by contractor were substantially 

correct. DCAA has either disallowed or asked for additional 

substantiating data on claimed expenses of over $85,000. 

Actions: 

January 10, 1977 - Referred to FBI for investiga­
tion. 

August 15, 1978 - Assistant u.S. Attorneys for 
Los Angeles and San Francisco ~eclined prosecution 
inasmuch as DCAA had disallowed ,the illegal or . 
questionable expenses. 

NASA is continuing with further investigation to 
determine whether all of the illegal or question­
~ble charges have been identified, so as to assure 
that the contractor is not overpaid. 

28 
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3. Allegation of payment of $10,000 by a contractor 

to the Small Business Administra"cion (SBA) to remain under 

that program. 

The matter also involved allegations that ~ computer 

project was mismanaged with funds wasted as a result, and 

that illegal or questionable costs were billed to the con-

tract by the contractor. 

Actions: 

June 27, 1977 - criminal allegations referred to 
FBI. FBI informed SBA. 

December 21, 1978 - Assistant u.S. Attorney 
declined prosecution on the bribery allegation 
since it could not be substantiated. Also 
declined prosecution on the other allegations 
because DCAA disallowed all questionable costs. 

NASA investigation and audit into other allegations 
is in process. 

4. A ~alvage contractor failed to reimburse NASA 

for scrap removed from a NASA center. NASA investigation 

(surveillance) revealed that the contractor removed over 

30 truckloads of scr9lP metal but provided payment for only 
II 

four loads, amountinlg to an estimated loss to the Govern-

ment of over $9,000. 

Action: 

August 2, 1977 Assistant u.S. Attorney 
advised he would consider prosecution for 
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Theft of Government Property or Fraud Against 
the Government if the allegations can be sub­
stantiated. Active investigation by FBI and 
NASA is continuing. 

5. A major NASA aerospace contractor subcontracted 

for recovery of precious metals from ' excessed NASA property 

(Saturn engines). NASA investigation disclosed that 

approximately $40,000 in gold was unaccounted for by the 

subcontractor. 

Actions: 

6. 

March 25, 1977 - Referred to the FBI. 

~un~ 21, 1978 - OWner of subcontractor firm 
~nd~cted on one count of embezzlement of 
Gover~ent prop~~ty. Subject pled not guilty, 
was tr~ed and found not guilty on August 25 
1978. ' 

Consideration of civil suit against the 
sUbcontrac~or dropped in view of bankruptcy. 
Other poss~ble remedies under consideration. 

Marijuana growing at a NASA facility. 

Action: 

7. 

April ~977 - Referred to Federal and State 
narcot~cs authorities. Four contractor 
employees arrested by State authorities in 
Octobe~ 1978. Prosecution is pending. 

Overtime falsifications by contractor employees 

at a NASA facility. 

30, 
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,Actions: 

october 19, 1977 - Referred to FBI. Presented 
to Assistant u.s. Attorney (AUSA) in October 1978. 

October 11, 1978 - AUSA advised that, in his 
opinion, the facts of the case would not 
support a su~cessful prosecution. 

The cOI},tractor reimbursed the Government, revised 
its time and attendance accounting procedures, 
and discharged the involved employees. 

8. False interview expense vouchers submitted by 

contractor's Personnel Officer of over $6,000 were claimed 

as contract costs. To date, $5,000 has been recovered and 

contractor's voucher approval and payment procedures have 

been revised. 

Action: 

(~ , 

July 20, 1978 - Referred to FBI. Investigation 
is continuing. 

9. A computer program was stolen by a NASA employee 

when he resigned in o~tober 1978. A duplicate program left 

at the installation was found to have been tampered with and 

made useless. 

Action: 

November 3Q, 1978 - The case was referred to 
the FBI, whose investigation was recen-t.ly completed. 

December 1$, 1978 - The stolen prog,ram was 
recovered by NASA. 

() 
-~ presentation to the Grand Jury pending. 
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10. Eleven of fifteen solar panels in an experiment 

at a NASA facility were missing. The OIG investigation 

did not determine why the panels were missing. 

Action: 

March 6, 1979 - The matter was refer~ed to the 
FBI, whose investigation is continuing. 

11. A construction contractor with five contracts 

totaling more than $20 million, with modifications and 

claims in litigation, was discovered to have knowingly 

prepa:r::ed and submitted false job certifications to NASA in 

1976 and 1977. This involved the qualifications of three 

employees on struc'tural work. 

Action: 

March 20, 1978 - Referred to FBI. 

Subsequent investigation by the FBI an.d NASA 
into the false certifications disclosed possible 
additional violations by the contractor, including 
false claims, false statements, kickbacks, and 
DaviS-Bacon Act labor-law violations. On a 
subsequent procurement, NASA declared the 
contractor "not responsible." General Accou~ting 
Office ,(GAO) uph~ld NASA on protest. FBI 
investigation expanded anq team, including OIG, 
pursuing all aspects of case under ,. directi6ii 
of Assistant u.S. Attorney. Testimony being 
presented to Federal Grand Jury. 
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Inspections Division 

Statistical Summary 

pending in NASA as of September 30, 1978: 

New Cases Opened during Period: 

Closed during period: 

pending in NASA as of March 31, 1979: 

Breakdown of Pending Cases: 

Fraud Against the Government 
Theft of Government property 
Misuse of Government Time 

and Equipment 
Waiver ,of Claim 
Standards of Conduct 
Discrimination Complaint 
Abuse of Time and Attendance 
Miscellaneous 

33 

33 
20 
19 

16 
9 
6 
4 

34 
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CHAPTER V 

OTHER INITIATIVES OF THE OFFICE OF INSPECTOR GENERAL 

certain actions and highlights concerning NASA's 

implementation of the Inspecto~ General Act of 1978 (I.G. 

Act) have been detailed ~revious1y in this report. In 

addition, the OIG has engaged in 'the following activities. 

A. Action on General Accounting Office (GAO) Review. of 

NASA Audit - In December 1977 the GAO issued a report 

concerning internal audit coverage in NASA. The deficiencies 
, , 

outlined in the report were: 

need for additional audit staff 

inadequate audit coverage at Headquarters, 
some Centers, and component installations 

In response to the report, the following actions 

were taken. 

a review of all activities subject to internal 
audit indicates that, in-order to reach an 

{optimum goal of a 5-year audit cycle, of all 
programs, a staff increase ·of over 100 would be 
requLred, to a total audit sta:Ef of over 160. 

in FY 1979 NASA management evaluated the Office 
Audit staffing needs and, as an intitia1 step, 
increased the audit staff by 5 to a total of 58. 

1\ 

Preceding' page blank 35 

of 

j 

~( 

.... , 
I 

(\ 

, 



"4. 

,-~ 
~" ... - if ! 
:: 

'f I' 

H , ' 
I,ll \ ,I 
\'1 
i'l 
\;j ., 
til 
"I 
bi 

)il 
1'1 f' 
1'1 
t: I, 

1-; i/ 
'I 
II 
, 
1 , 
j, 

1/ " I 
tl, 
\1 
/,1 

II r Ii 
r 
II 
~l I 
d 
(! 

II 
II 
jJ 

I - ,I 
i' .! 
'\ \, 

j[ 
:1 
;\ 

'" 

" 

'. q 

--;;;:-

,.,,' 

tv.1O additional positions have been provided 
to the Inspector General staff in FY 1979 

These increases 

during FY 1978 and 1979 
to our aupi t manpm\Ter were made 

~'ihen agency manpower had been reduced 

needs for additional resources. 

by 924 

re~iew 

civil se,fvants. The Inspector General l'S 
' expected 'to 

the allS~ation of available 
manpower and apparent 

B. 

September 1977 GAO ' 
lSAued a report with t'h 

Action on GAO A d' 
u It of Computer AUditin~ _ In 

e general criti-
cism that not h enoug computer auditing is 

being done in 
the Executive Departments. 

The following actions were 
taken in response to th' , lS report. 

increased emphas' 
auditing S' l.tshwas placed on computer 

" lnce e date of this GAO 
~" ~~o~~~ple~ght audit reports ~oncerninS' 
NASA Off,;1 er area J;ave been issued by the 

lce of Audlt Four of th 
were finalized durin~ th ' 'd ese reports 
this OIG report. ' e perlo Covered by 

increased computer related t 
P f ' raiping for the ro esslonal audit staff. 

recruited 
to manage 
This will 
GAO Audit 
Systems. 

.-

highly-qualified computer expert 
com~ute:-related auditing activit' 
asslst In compl' " les. 
Standard ' ~l~g wlth the Additional 

s - Audltl.ng Computer Based -, 
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C. Coordination with GAO - In January 1979 NASA OIG 

representatives met with the GAO to discuss mutual audit 

plans. 'The purpose of this dlscussion was to avoid duplication 

and insure effective coordination and coope:bation as contem-

plated by Sec. 4(c) of the loG. Act .. The meeting proved to 

be very productive. It is anticipated that periodic meetings 

will be held in the future. 

D. Technical Assistance in Audits - The OIG is testing 

a program to broaden the scope of its audit reports by 

~tilizing technical assistance as an integral part of selective 

audits. NASA resources that are independent of operations will 

assist in this endeavor, when needed. Other sources of tech-

nical assistance will also be explored. This process adds an 

extra d~mension to the audits of NASA activities by giving 

managers a more comprehensive insight into their operations. 

E. Inspections/Investigations Resources - As indicated 

elsewhere, the NASA Inspections Division has a small 

professional staff consisting of a Director and eight 

investigators nationwide. ~~e decrease in pending cases 

37 
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indicated by the statistical summary (Chapter IV, Para. C) is 

more a reflection of administratively closing old cases on 

which necessary action had been completed than a reflection 

of work accomplished during the reportihg period. The staff 

is hard pressed to keep apace of the current case workload 

of allegations and complaints of fraud and abuse, and 

conducting investigations of discrimination complaints. 

It is also expected that three of the eight investigators 

will retire within the next six months, resulting in lost 

productive time for the recruiting and orientation of their 

replacements. 
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APPENDIX 1 
pag'e 1 of 5 

NASA ORGANIZATION, FUNDING, AND PROGRAMS 

A. NASA Organization and Funding - The National 
Aeronautics and Space Administration was established by the 
National Aeronautics and Space Act of 1958, PL 85-568. NASA 
conducts space and aeronautics activities for peaceful pur­
poses for the benefit of all mankind. NASA's activities are 
designed to maintain leadership in research, technology and 
utilization, and more specifically to: 

Extend our knowledge of the Earth, its environ­
men't, the solar system, and the universe; 

Expand the practical applications of space 
technology; 

Develop, operate, . and improve manned and unmanned 
. space vehicles; 

Improve the civil and military usefulness of 
aeronautical vehicles, while minimizing their 
environmental effects and energy consumption; 

Disseminate pertinent findings to potential 
users; and 

Promote international cooperation in peaceful 
activities in space. 

To accomplish the nation's objectives in space and 
aeronautics has required the development of an effective but 
complex organizational structure. NASA currently employs 
about 23,000 civil servants and in FY 1978 the NASA budget 
was $4.1 billion. For FY 1979, Congress approved a budget of 
$4.35 billion forNAS~ prqcurement and activities. NASA pro­
curement awards to business firms, educational institutions, 
nonprofit organizations, and ~he Jet Propulsion Laboratory usually 
represent about 80% of the total NASA budget. 

NASA Headqua.rters exercises. central management over 
the agency's space flight centers, research centers, and other 
.installatiqns.~eadquarters' responsibilities include the 
determination of NASA programs and projects; establishment 
of management policies, procedures~ andcperformance criteria; 
evaluat:i,.on of progress and review; and analysis of all phases 
of the aerospace program. 
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APPENDIX I 
page 2 of 5 

NASA employs a system of structured goals and 
objectives to plan, direct, and control its resources to 
meet the goals of the Space Act. The overall organizational 
structure is characterized by a program management approach. 
The Agency's underlying organizational philosophy is that 
NASA Headquarters is responsible for the general management 
of R&D programs and institutional resources. The functions 
of project management, the management of individual research 
and technology tasks, and the maintenance of the Center's 
capability are the responsibility of NASA field installations. 

The Agency's systems are based on and supported by 
established pOlicies and procedures, budget and fund control, 
segregation of duties, built-in checks and balances, manage­
ment surveys by Headquarters offices: and Office of Inspector 
General (.OIG) audits and reviews. 

NASA procedures require functional managers to assess 
the effectiv~ness of the performance of their fUnction through­
out the Agency. Management surveys are one of the techniques 
employe~ in making such assessments. These reviews compleme.nt 
the aud1ts and reviews conducted by the OIG. The reports of 
such surveys are reviewed and considered in planning and audit 
program development. 

The following list shows the range of functional 
surveys performed by NASA Headquarters organizations. 

Procurement Management 
Financial 
Equipment 
Supply 
Safety, Environmental Health, Reliability and Quality 

Assurance 
Personnel Management 
Cost Review 
Administrative Telecomrounciations 
Facilities (Master Plans, Real Property and Utilization) 
Aircraft. Operations 
Automatic Data Processing 
Scientific and Technical Information 
Publications Management 

NASA has also established a. Vulnerability Assessment 
Ad Hoc Study Group to be co-chaired by the Inspector General and 
the Associate Administrator for Management Operations. This 
stud;r of systems, programs and activities, will initially focus 
on Key functional areas, such as finance, procurement, and 
property management. 

Planning direction and management of NASA's. research 
and development programs is the responsibility of five program 
offices: 
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Office of Aeronautics and Space Technology 
Office of Space and Terrestrial Applications 
Office of Space Tl.-; '~:sportation Systenls. 
Office of Space Tracking and Data Systems 
Office of Space Science-

An integral and important part of the overall NASA 
operations is the ten NASA space flight centers , ,research 
centers, and other installations located throughout,the , 
united States. Each installation is assigned certa1n pr1n­
cipal roles of fundamental importance in meeting NASA's 
overall program goals. 

Ames Research Center: Principal roles 
include short haul aircraft and rotocraft 
systems technology, computational,fluid 
dynamics, planetary probes, and llfe 
sciences. . 

Dryden Flight Research,center: princiI?al 
roles include aeronaut1cal fl1ght test1ng, 
research and operations, as well as pro­
viding a contingency recovery landing site 
for Space Shuttle flights. 

Goddard Space Flight Center: Principal 
roles include the development and opera­
tion of each orbital flight experiments 
and automated spacecraft to conduct 
scientific investigations and demonstrate 
practical applications; th7 ~a~agemen~ ~f 
the tracking and data acqu1s1t1on act1v1-
ties for each orbital missions; and manage­
ment of the Delta launch vehicle. 

Johnson Space Center: Principal roles 
include management of the integrated 
Space Shuttle Program and of the O:b~ter 
development project; astronaut tra1n1ngi 
mission planning, operation an~ control; 
and application of remote sens1ng to 
agricultural assessments and other earth 
resources uses. 

Kennedy Space Center: Principal roles 
are the launch of payloads on expendable 
launch vehicles, the launch of Space 
Shuttle operational test flights, and 
preparation for launch of Shuttle 
Operational missions. 
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Langley Research Center: Principal roles 
include long haul aircraft systems tech­
nology emphasizing fuel conservation, safety 
and environmental effects; aerospace struc­
tures technology; environmental quality 
monitoring by remote sensing; and advanced 
space systems technology. 

Lewis Research Center: Principal roles 
include aeronautical propulsion technology; 
space and terrestrial energy systems; and 
management of the Centaur expendable launch 
vehicle. 

Marshall Space Flight Center: Principal 
roles include management of the Space 
Shuttle main engine, solid rocket booster 
and external tank projects; management of 
NASA's development activities on the Space­
lab and Inertial Upper Stage; management 
of large automated spacecraft projects such 
as the Space Telescope and High Energy 
Astronomy Observatory; experiments in 
materials processing in space; and solar 
heating and cooling. 

The National Space Technology Laboratories: 
Principal roles are support of Space Shuttle 
engine development and testing; regional 
earth resources research and technology trans­
fer; and support functions for other govern­
ment agencies located there. 

Wallops Flight Center: Principal roles 
include management and launch of sounding 
rockets andballons; and operation of an 
:i"pstrumentedflight range. 

Appendix lA .shows the location of the NASA 
major and component installations. 

B. NASA Programs - NASA objectives are achieved through 
the following programs: 

Space Transportation Systems: A program to 
provid~ all the transportation and related 
capabilities required to conduct space 
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operations. The major development 
objective is the reusable Space Shuttle, 
the key element of a versatile, econo­
mical transpo~tation system to provide 
a wide variety of users with round trip 
access to space during the 1980s and 
beyond. 

Space Science: A program utilizing space 
systems, supported by ground-based and 
airborne observations, to conduct a broad 
spectrum of scientific investigations. 
The objective is to advance our knowledge 
of the Earth and its space environment, 
the, Sun, the pla'nets, interplanetary and 
interstellar space, as well as the other 
stars of our galaxy and the universe. 

Space and Terrestrial Applications: A 
program, using space, aircraft, and ground­
based systems, to identify and demonstrate 
the useful applications of space techniques 
in the areas of remote sensing to acquire 
information which will assist in solution 
of Earth resources anJ environmental problems; 
advanced communications satellite sys'tems 
technology; and materials processing research 
and experimentation. The program includes 
activities to accelerate the dissemination 
to both the public and the private sectors 
of advances achieved in NASA's research, 
technology and development programs. 

Aeronautics and Space Technology: A program 
to conduct the fundamental research and develop 
the technology required to maintain United States 
leadership in aeronautics and space. The pro­
gram also provides for identification and 
evaluation of elements of NASA's aeronautics 
and space t:.~chnology which can benefit .national 
energy programs. 

Tracking and Data Acquisition: A program, 
,utilizing a worldwide network, to support 
Earth orbital, deep space, suborbital and 
aeronautical activities. 
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NASA OFFICE OF INSPECTOR GENERAL 
ORGANIZATION & STAFFING 

The Inspector General Act of 1978, PL 95-452, established 
the NASA Office pf Inspector General (OIG). The purpose of 
the enactment was to establish an OIG for three major purposes: 

1. To conduct and supervise auaits and investigations 
relating to programs and operations of the National Aeronautics 
l~nd Space Administration; 

2. ')!O provide 1eadersh':Lp and coordination and!recornmend 
pol~cies for activities designed (a) to promote economy, effi­
ciency, and effectiveness in the administration of, and (b) to 
prevent and detect fra!"!.d and abuse in, such programs and opera­
tions; and 

3. To provide a means for keeping the head of the estab­
lishment and the Congress fully and currently informed about 
Pfoblems and deficiencies relating to the administration of 
such programs and operations and the necessity for and progress 
of corrective action. 

On March 8, 1979, the President nominated Mr. Eldon D. 
Taylor to be the Inspector General for NASA, subject to con­
fir.mation by the U.S. Senate. 

The Inspector General Act, in establishing a NASA Office 
of Inspector ~Bneral, directed the transfer and consolidation 
of the Office of "Audit and the Office of Inspections and Security. 
NASA has completed such a transfer of function and assigned 
personnel. Appendix II-A shows the current. organization of 
the NASA OIG. 

The NASA OIG is a Headquarters staffed function, but is 
geographically dispersed with offices at NASA Headquarters and 
with audit and inspections .. s'taffs at most field installations. 
This organizational structure generally provides on-site audit 
and insp~ctions coverage of the centralized and decentralized 
operations and functions of NASA. The OIG's predecessor orga­
nizations (Office of Audit and Office of Inspections and 
Security) were similarly organized. Appendix ID-B and Appendix 
II-C show the detailed struqture of the two componetlt offices 
making up the OIG. The following tabulation presents informa­
tion on the number of professional and clerical personnel cur­
rently assigned to the Office of Inspector General: 
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Office 
of 
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43 
6 
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Office of 
Inspections 

& Security Total 

13 
3 

16** 
"-,-

5 
4, 

-9-

25 

20 
7 

2:7 

48 
10 

58 
85 

*One employee detailed to Congress until July 1, 1980. 

**Nin6 employees (8 professional, 1 administrative) are 
assigned to the NASA Security function. 

The field d~fice professional staffs are distributed 
around the NASA installations as follows: 
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Special 
Announcement 

Date: 

Subject: 
February 27, 1979 
Complaints or Information 
to the Inspector General 
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from Employees 

ft\J.ft~:A H ~!)i/~i1 '\ 
NatlOllai 
Aeronautics and 
Space 
Administration 

The InS'pe~tor .General Act of 1978 established an Office of 
Inspector General in NASA by combin~ng the N~SA .Office of Audit 
and the NASA Office of Inspections ahd Security .. 

~ """~~ 

Section 7 of the Act provides'that,employees ,may complain to 
the Inspector General with assurance of confident:iality and 
protection from reprisal. Your complaints may bea valuable 
source of information about fraud, waste, or mismanagement. To 
facilitate easy communication between employees and the Office 
of Inspector General, we have established ,and identified focal, 
points for employees to bring their complaints or information to 
the attention of the Inspector Gener'al.· I urge any employee who 
has information about fraud, waste, or mismanagement to report it 
to these focal points and meet with an appropriate representative 
of.the Office of Inspect~r General so that full facts about the 

. ~}-

rn.atter may be submitted,,:: This system does not , however, replace 
existing procedures for resolving employee grievances, EEO 
complaints, or other personal concerns. 

You. may remain anonymous in making your repti"rt.. -·lefe you do give 
your name to the.Inspec1:or ,General's office, it will be held in 
confidence to the maximum el!2zent permitted by law. Your identity 
will not be revealed without your prior consent or unless confi­
qentiality'is not possible because of any judicial or administra­
tive'proceeding. For your convenience, a copy of the Employee 
Compl'ainb:;' SectipIl. of the Inspector Genjyral Act and a. li9t of 0 

telephone nUmbers in the Office of !nsnector General are on the' 
back of this announcement.. . 

Rop~r~~. :pr.}/-Adm~n1s::L~t~ 
Preceding page 'blank 
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EMPLOYEE COMPLAINT SECT. OF I.G. ACT OF 1978 (P.L. 95-452) 

Employee Complaints 

Sec. 7.(8) The Inspector Goneral may receive and 
investigate complaints or information from an 
employee of the establishment concerning the possi­
ble existence of an activity constituting a viola­
tion of law, rules, or regulations, or mismanagement, 
gross waste of funds, abuse of authority or a sub­
stantial a,nd !lpe~ific danger to the puhlic health 
and safety. 

(b) The Inspector General shall not, after receipt 
.of a complaint or information from an employee dis­
close the identity of the employee without the con­
sent of the employee, urtless the Inspector General 
determines such disclosure is unavoidable during the 
course .. of the investigation. 
(c) Any employee ~~o has authority to take, direct 

others to t~~e, .t'ecornm~nd. or approve any personnel 
action, shall not, with respect to such authority, 
take orthreacen to take any action against any 
employee as a reprisal for making a complaint or 
disclosing information to an Inspector General, 
unless the complaint was made or the information 
disclosed with the knowledge that it: was false or 
with willful disregard for its truth or falsity. 

FOCAL POINTS FOR ENPLOYEE COMPLAINTS 

NASA HEADQUARTERS 

Asst. Inspector General for Investigations (or Director, Inspections Div.) 755-8304 
Asst. Inspector .General for Auditing. . . . . . . . • • . . . . . . . . . .755-3481 

AUDIT OFFICES AND LOCATION 

Northeast Region" GSFC 
LeRC Branch, LeRC,. 
Mid-Atlantic Regfbn,laRC 
Southeast Regio/J/, KSC 
Southwest Region, JSC 
Northwest Region, .~C 
South Central Region, MSFC 
NSTL Bran~h. NSTL 
Western Contractor Region, JPL 

INSPECTIONS OFFICES AND LOCATION 

Eastern Region, HQ. 
Southeastern Region, KSC 
South Central Ragion, MSFC 
Southwestern. Region, JSC 
western Region, ARC 

NASA INSTALLATIONS 
COVERED 

GSFC, WFC 
LeRC, Plumb~ook Sta. 
LaRC 
KSC 
JSC, WSTF 
ARC, DFRC, KSC-WLOD 
MSFC, MAP, SCC 
NSTL. 
JPL 

GSFC, LaRC, LeRC, iolFC 
KSC 
MSFC, HAF, NSTL 
JSC, HS1:'"F 
ARC, OFRC, JPL 
KSC-WOSO, NASA-JPL 
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Regional Dir. - 344-5561' 
Branch Manager 294-6683 
Regional Dir. 928-2121 
Regional Dir. - 823-4664 
Regional Dir. 525-3151 
Regional Dir. 448-5665 
Regional Oir. - 872~3620 
Branch Hana(~, 494-2324 
R~giona1 Oi~-:/- 792-5138 

Regional Insp·. 
Regional Insp. 
Regional ,Insp. , 
Regional Insp. 
Regional Insp. 

755-8304 
823-4714 

·872-4123 
525-3960 
448-5557 

/ 
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INTERNAL AUDITS COMPLETED 
NASA OFFICE OF INSPECTOR GENERAL 

For the Period October 1, 1978 - Mprch 31, 1979 

Report Title 

PROCUREMENT ADMINISTRATION 

Audit of Proposal Evaluation 

Audit of Support Services Contracts 

Audit of Contract Closing Procedures (Performed at 
two locations) 

Audit of Sole Source Procurements and 'Firm Fixed 
Price R&D Study Contracts 

Audit of Contract Cost Management and Control 

FINANCIAL MANAGEMENT 

Audit of Imprest Fund 

Review of Unbilled Reimbursable Costs 

Audit of Payroll Operations and Time and Attendance 
Policies and Practices 

Audit of Travel Practices 

Audit of Automated Payroll System Using "Audit Through 
the Computer Techniques" 

PROPERTY ADMINISTRATION 

Audit of Disposition of Precious Metal Fittings: 

Audit of Management of Aircraft Spares and Repair Parts 

Observation of Physical Inventory of stores Stock 

Audit of Special Purpose Mobile Equipment 
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Report Title 
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CONSTRUCTION AND MANAGEMENT OF FACILITIES 

Survey of Center Shop Activities 

Audit of Energy Conservation Program (Performed at 
two locations) 

AUTOMATIC DATA PROCESSING 

Audit of Controls and Procedures for Safeguarding 
Computer Operations 

Audit of Automatic Data Processing Tape Management 
Practices 

Audit of the Magnetic Tape Certification Facility 

Audit of Acquisition and Maintenance of Computer 
Software 

Survey of ADP Operations (Performed at two locations) 

Survey of General Purpose Computer Utilization 

PROGRAMS 

Audit of Calibration of Systems and Equipment including 
the Use of Controlled Standards and Measuremenis 
and the Recall andldentification of Participating 
Items 

Audit of Data Systems Laboratory 
, ' 

Audit of Supersonic Cruise Aircraft Research (SCAR) 
Program 

Audit of Aircraft Energy Efficiency {ACEE} Project 

Audit of Plum Brook Station Standby Operations 

Audit of Metrology Program 

Audit of,Reliability and Quality Assurance Aqtivities 
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Reoort Title • 

MISCELLANEOUS OTHER ACTIVITIES 

Audit of Personnel Training Activities 

Audit of Word Processing Systems 

Audit of Office Moves and Modifications 

APPENDIX IV 
page 3 of 3 

Audit of Personnel Operations and Programs 

Review of an Employee Complaint Concerning 
Dedication Ceremonies 
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For the Period October 1, 1978 - March 31, 1979 

The audits listed below were performed by the Defense 
Contract Audit Agency and HEW Audit and relate primarily 
to NASA's major contractors. The scope of these audits is 
largely focused on internal controls and operational cost 
avoidance. They were selected for submission to NASA Officials 
by the Office of Audit either for information or action. There 
are over a thousand other audit reports relating to such areas 
as proposal evaluations and costs incurred on all of NASA's 
contractors. 

Report Title 

Review of ContractOr Financial Management 
Reports 

Review of Timekeeping Procedures and Physical 
Observations (Floor Check) 

Report on Follow-up Survey of Estimating 
Systems 

Report on R~view of Ti~ekeeping Procedurei and 
Physical Observations _ 

Joint Report oil Evaluation of Word Processing 

Report on Floor Check and Review of Timekeeping 
Practices 

Report on Review of Personnel Qualifications 
and Wage Rates 

Report on Evaluation of Claim for Additonal 
Funding for the Hour~y"an~ Salaried Pension 
Plans 

Report on Floor Check a~d ,Review of Timekeeping 
System 

Report on Review of Subcontractor Fina.ncial 
Data in NASA Form 533, Financial Management 
Report on Prime Contract 

Report on Review of InteractIve COIT:puter Graphics 
Utilization ~-
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Report Title 
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subcontract Administrafion Operations and 
Fin~ncial Reporting 

Review of Contractorts Energy Management 
Program 

Review of Contractor's Implementatj,on of 
Word Processing 

Report on Evaluation of Subcontract 
Administration 

Report on Physical Observations(Walk 
Throughs) and Review of Timekeeping System 

Follow-up Report on Accounting Sy~tems 
Survey 

Report on Manpower Utilization - Assurance 
Management.Operations . 

Report on Follow-up Review of .f\L1,tomatic Data 
Processing 

Report on Review of DD 633 Cost Element 
Breakdown for Comparison with Billin~s 

Report on Evaluation of Internal PrDcedure~ 
'and Practices Related to Plant Cost 
Transfers 

Report on Contractors Financial Cond~tion 

Report on Review of Off-site Facilities Over­
head and G&A Accounting Practices 

Report on Floor Check and Review of T~me­
keeping Practices 

Report on Review of Vacation ACcruals 

Report on CAS Noncompliance Found During 
Evaluation of Price Proposal 

Report on Review of Progress Payments 

Report on Review of Business Operations 

Audit of Cost Under Federal Gran.ii s d 
l.. an Contracts 
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;Report Title 

~eport on Accounting System Survey 

Joint Report on Review of Word Processing 
Operations 

Report on G&.A Expenses Non-Compliance CAS 410 

Review of Design and Drafting Operations 

Report on Follow-up Survey of Estimating 
Systems 

Report on Adequacy and,Compliance 
Changes in Revised Dlsclosure 
Statement, Revision No. 6 

of 

Report on Adequacy a~d com~liance of 
Changes in the Revlsed Dlscl~s~r~ 
Statement, Revision No.7, (Dlvlslon) 

Report on Adequacy and Compliance of Changes 
in the Revised Disclosure Statement, 
Revision No.7, Home Office 

Report on Evaluation of Cost Overrun Proposal 

Report on Review of NASA Form 533 Financial 
Management Report 

Assist Audit of Review of Timekeeping Policies 
and Procedures and Results of Floor and 
Gate Check 

Report on Follow-up Audit of Subcontract 
Administration 

Report on Review of Contractor Financial 
Management Reports 

~eporton Follow-up Audit Review of Over­
time Procedures and Controls 

R ' of T4mekeeping Policies, Report on BVlew ~ 

Procedures and Practices, and Floor 
Check 
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NI\SI\ 
National Aeronautics and 
Space Adrnihistration 

Washington, D.C. 
MAY 24 1979 20546 

Office of the Administrator 

~) 

TO: W/Acting Inspector General 

FROM: A/Administrator 

SUBJECT: Office of Inspector General - Semiannual 
~eport, october 1, 1978 - March 31, 1979 

( 

'. I have reviewed the first semiannual report of the Office 
of Inspector General submitted under section 5 of P. L. 
95-452. 

We anticipate that the President's nomination of Mr. 
Eldon D. Taylor to be Inspector General of NASA will 
be confirmed by the Senate in the near future. I 
believe that the actions you have taken will facilitate 
;,Mr. 'Taylor's performing his statutory functions after he 
assumes his post. NASA appreciates your serving as Act­
ing Inspector General in the interimr, 
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