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UNITED STATES GENERAL ACCCUNTING COFFICE
WASHINGTON, D.C. 20548

NOV 61969
My,
ey Nee Movitad !ﬂ@!g[l’l/////ll[/[////ll/
In pravious covr C‘pondeace and moetings witk NASA officlals, wo
diseussed various problems ossoglated with the implementation of an ¢ifccw

A4l

Liva gecounting systoem for BASA and wa agread to kXoop RaSy inforwed of

any subsoquent findings in €his area 6o that management could initiate
corrective action in situations whove 1% was nobt aware of the deficiencieos,
in conncction with our cuccent vaview of laventory menagencnt at sevaral
Ml Qeatexs, wo noted covrinin a»‘iuiea zes in the repoviing of contractors
i C o property ot the Goddard Spacs Fiight Cenvaer (GSFC), These deficions
Chichy, wWalch had been previously Grought o the atteation of GOFC and N
Headquartors ofll cialu, atill existed evan though GSFC had adviead HASA
desdouartars hat correctiva action had bean taken., The following infore
isevion, dneluding relevant aae%&ruunq data, 46 provided to facliitate your
Deview 0L Lha wattor.

Ao 6 Tesult of our revioew and repovt on the need for fmproved ¢onpliie
ance vy GOVC with establishiod accounting procedures for controlling oquipw
woab (L-106874, Aupust 28, 1958), the Assoclate adminlatrators fov
Jesanisation and Managonant and Space Sclenca and Applications jolntly
cusaviished 4 voview groun Loy the purposae of cxasining the matters c¢itad
in our weport. Lé was subsequently docided that the review group would
expand Lts oxamination to include all categories of proporty.

Gno of tha arveas subsequongly covered in the review and included in
chio *Report of tho MiSA rovicew group for study of G8FC property control
and aecounting,” dated Soptenber 23, 19568, concerned inadoquate financial
reporting of Covornuent property in the posscssion of tha contractors,
Tho RASA reviow group submitted its draft report to GSIC on Juna 14, 1968,
and 4t a mectling on Ju;y 18, 1968, GO¥C roprosantatives concursed in most
af the findings, Some of the review nmup‘a findings rolovant €0 Colie
teactor veporting on the kWA form 101G, of uovornmant-ownod propevty in
thelr possssslon, wors as follows:

1, Adequata control was not being exercised over the Lovm 1018

ropoxtin" in that there was no systematice procedure Lor
tavadning that veports had been vocaeived for all cone

cracts raguiving veporiing.
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o e The forms 1018 were not balng submitted promptly by the.
" gonbractord ahd, on tha basis of svailable records, it
was estlnated that as of Hay 1, 1908, 20 percent «f the
roperts due £row conbractors on Docewbar 26, 1997, had
not beun recaived.

3 Yorm 1018 reporta for gontracts FASS5-3068 snd «35206 with
Landix showed balances of $8,6 aud $1.9 . million, vespace
sivaly, ao of June 30, 1985, end these asounts waere se4il
included ia thoe financlal secords even though the conw
cracts had been conplelaed as of Septomboer 30, 1665, Torms
1018 for the follow-on contvacts, S870 and $966, containcd
the aswe balancas as the cariier fwo contracts and these
cmounts ware also dincluded 4in the fimancial vecords,
thoroby areating o cuplication of aboul $10.5 million.

Tho rovicw group concludad that, as a rasult of those and other
deficiencicu, tha NadA gonoval ledjer accounts wore inaccuratae. To ausuvre
Lo fnplemantation of prorpt and effective corrective action by COFC for
&1l property mstiers reviowsd DY Cthe greup, veview and follow-up procodures
ware catablishied consisbing puincipelly of (1) an initial iwplesontation
pion and zehodule dovalopod by O8UC, {2 poviodic written statuy roports

i
by GOVC on dtams inmciuded in the implomeniation plan, (31} evaluation of
tha status zepores and fead Dack o GSTC, and (&) a fLinal one~sita veview

v,

0y Tha raview ZToup.

in acenrdance with the foregsing voview and follow~-up praceduras,
CaFC gubmiticd on fmplemcatation plau Lo #SA Hoadquariars on Decombar 5,
1966, ond submitted quarterly status soporis duted Decomber 22, 1968, and
May 14 and August 12, 1966, Tha corvective actions rvaported Ly GSVC rolce
vant Lo gach of tha abova thres findings of the veviaew group woere briofly
au followss

1. O3r¢C reported that it had propared & master list of
contractors roquived to submit the form 1018,

it

« Re In its May status Toport, GSFC stated that about S0 percent
of the contractors vequired fo submit forms 1018 for the
poeriod anded Novenbor 30, 1988, had done so. (GSFC did not
state what porcentage of tha veporis had baon vecsived
by tha Decanber 26, 1968, raporting date or tha number
of roports usod in tho prepuration of tha Hoveambar 30,
trial balance.)

Je Bpecifiic mention wea not msde of conpletod gontracts
‘ KaS5=3080 and 3326, but CSI'C ropovied thst 1t had purged



it 146t of active contracts vegquliving tha subniscion of
a foma I0LG and that Sba 2isting prepared by tha Contract
Manszoment Sranch was comstandly balaz oross checkaed with

,

tha Yinancicl Manmagdment Division.

Yo awamined ¢ mostoer 1ist of comtwactors wyequived to submit a form
1018, proparcd by the Conz**ct Yansgazent Braneh, for the weporting poried
onded June 30, 1989, and Jound that of tho 733 contractors who were lisked
as vasponsible fov su oﬂliuin‘ & propocty vepovt by July 28, 1669, 204
contractors had mat donce so ac of Cetober G, 196%. Turthermore, 1C would
tove made little dédferenca i€ all of the cantractors had submitted theiw
veports because tha dccounting Dranch did not use tho master 1ist ov tho
Juma 30 reports Jor ragording proparty values, Transactions vocerdod as
¢l Juno 30, 1939, fovw tha wmost pavt, wars tohen from proporiy vaparis
subaitced for the noriod ended Movwember 30, 1968, NMoreover, wo found

thut for &3 contracis the balances im Che subsidiavy property accsunts

at Jdune 39, 1969, roprossmied amounts that had Doon ropocted by the CoRe
tractors fow rcvortiﬁg pavieds prior o the ono hat onded Bovamber 30,
1508mmgone of thae roporting par;eda axtendod back to 19G5.

Aluo, wo found that at June 30, 1939, the subsidiary property accounis
curinined dalances for 82 contracts that wera not included ia the waster
i34t of acbtive conﬁr&cta vequiring the cubmission of & property raport.

o oadalivion, 70 other contracts w’*ﬁ Zove balancos wora includod in tha
wubiidiary prapoety accaaﬁaa but wore met {ncluded in Lho waster 1ist of
GelaWe COLeRalhse

Tae Loliure o record data fron CongTactow proparty wopocts in 4
Clmoly wmormor and 0 purge insctive consracis fyom the vacords cawn havae a
siznilbeant effcet on tho validity of zho accounting vocords., For oaxamdle,
in ona case tha sudsidiary account for spocial teat o\uipwuuu howved a4
weloace of S1.8 willion ot Jung 30, 1989, This arount had beea reported
y ho eontractor g of Sovonber 3@, 1958, bowever, the contractor’a
by weport dated July 17, 1989, Zor the poriou cnded Jung 30, 1659,
t g tha report that ghould have becn used, showsd a balanco of $12.9
iom, Thus, the balanee in the accounting wecords fow just thie one

wtract was undevstated by ovev $I1 willifon. Also, the two contracts
Lu Dondizn, HaS5«3000 end «3526, comploted In 1963, wova asbili Included
iu the accounting socovds as of June 30, 1969, aven thoupbh the review
sroup had fdentified thom a yeaw earlier and had directed attention to
a?a $10.5 willion overstatement of gssots In the gocounting rocords at
Laat Uima.

We would also 1lke to bring Lo your attention enother deficiency
woted by us, which although having lose of an {mpact on tho validity of the
aceounitilay wocords, Indicutos a nﬂcd fovr grastes manu“nwanu attention in

i
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this genoral avoa. Uader HaS\ reporting oritasia, contiractors gensrally
ara not recuived to ropord matarials i€ fhe value of wmatarials on hend g
ieaa than §$25,000, Ve woted 13 instances im tho June 30, 1989, trial
balanca of tho subsidiavy scceunts for mcterials whera the amcunts of
contractor-nald matorials had been arbitrarily rvecovdod ot $25,000. ibjs
jas dona, we were old, bacausc the proparty raports, alihough showing no
waauntd for matarza&«, had stuted that (ho {nvoentories NO"u under $25,000,
A affi*‘"l of tho Fisancial Eanagement Division coneurved with our view
that the practice of vocording arbiirary swounts in the sudsidiary cvacords
Wak not an scceptable practice and told us It would be discontinued.

U
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in view of this practice and the patimoly and Imaccurate vaecovding
of propociy valucs from ¢ontractor woporis, ai noted above, we boliave
that theve 15 a nood for streagthening, what zppears to be wather lax
intornal controlas overs the funcilons of the Accounting Branch. Furthew,
aw 4 Tosult of thess o ndit;ors, the validity of the $77 willion in
Govermment-owned, contractovehold progparty veported o NWASA Headquavkews

by WBTQ fov tho povied cﬁqod Juna JU, 2959, 15 highly quastiongble.
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un Cotobar 24, 2909, we discussad these mattses with &EFC officiala
wan Gid mot disagrea with our findings and aureu Us that coerrective
‘“tiOﬁE would bo gaken, '

wa would appreciste bolng sdviacd of the steps fo La taken by your
oifigo to dnsure Lhat the ceurvective actions wrwalscd by GSI'C have 4in
fact boen accomplished, We would bo pleased to mact with you or your
vopresentatives to discuss this situstion in fuvther detail.

A wopy of thie report 1s bafay sent to the Diveetor, GSYC,
L g Sinceraly youss, '
" "fs/ Morton E. Henig

Hovton L« Henig .
" Assistent Divactor

deo Zernard Howdtn, Acting
fssoeinte Adminiztraiar '
GEfico of Urganication end
sanpoemont ’
Hational Asronaubics and
Spoace Adninlstration ,
Washington, D.Q. 20545 Co
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