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Why GAO Did This Study

The National Aeronautics and
Space Administration (NASA) has
struggled to implement a fully
integrated financial management
system. The lack of such a system
has affected the agency’s ability to
control program costs, raising
concerns about the management of
its most costly programs, including
the space shuttle program and the
International Space Station.

In April 2000 NASA initiated the
Integrated Financial Management
Program (IFMP)—its third effort to
improve the agencywide
management of its resources.
Implementation is expected by
fiscal year 2006 with an estimated
life-cycle cost of nearly $1 billion.

This report (1) assesses NASA’s
methodology for preparing the
current life-cycle cost estimate for
implementing IFMP, (2) determines
whether NASA'’s current schedule
is reasonable, and (3) evaluates
NASA’s processes for ensuring
adequate cost contingencies.

What GAO Recommends

GAO is recommending that IFMP
follow best practices and NASA
guidance in preparing and updating
the life-cycle cost estimate and
establish additional processes that
would enable the agency to more
accurately estimate program cost
and predict the impact of possible
undesired events. NASA concurred
with GAO’s recommendations for
corrective action.

www.gao.gov/cgi-bin/getrpt? GAO-04-118.

To view the full product, including the scope
and methodology, click on the link above.
For more information, contact Allen Li at
(202) 512-4841 or lia@gao.gov.

BUSINESS MODERNIZATION

Disciplined Processes Needed to Better
Manage NASA'’s Integrated Financial
Management Program

What GAO Found

The uncertain reliability of cost estimates, optimistic schedules, and
insufficient processes for ensuring adequate funding reserves have put
NASA'’s latest financial management modernization effort at risk. Over the
past several years, IFMP’s life-cycle cost estimates have fluctuated, and
NASA'’s current estimate is 14 percent greater than the previous estimate.
The reliability of these estimates is uncertain because disciplined cost-
estimating processes required by NASA and recognized as best practices
were not used in preparing them. For example, IFMP’s current life-cycle cost
estimate did not include the full cost likely to be incurred during the life of
the program, including certain operations costs and costs to retire the
system. In addition, NASA did not consistently use breakdowns of work in
preparing the cost estimate, as recommended by NASA guidance. In cases
where work breakdowns were used, the agency did not always show the
connection between the work breakdown estimates and the official program
cost estimate. This has been a weakness since the inception.

Although more than half of the IFMP modules have been implemented—
including the Core Financial module, which is considered the backbone of
IFMP—the system may not be fully implemented by the end of fiscal year
2006 as planned. Efforts to complete the integrated system as quickly as
possible might have resulted in schedule margins that are insufficient to
manage program challenges—such as personnel shortages, uncertainties
about software availability, and Office of Management and Budget (OMB)
initiatives to implement electronic systems for agency business processes
governmentwide. These OMB initiatives have put IFMP in a reactive mode
and are already affecting planning for the payroll, procurement, and travel
components of the integrated system, which could result in additional
schedule delays and cost growth.

Finally, reserve funding for IFMP contingencies may be insufficient, which
is particularly problematic, given the program’s unreliable cost estimates
and optimistic schedule. One module—Budget Formulation—is already
experiencing potential shortfalls in its reserves, and project officials
expressed concerns that the module’s functionality may have to be reduced.
Yet the program continues to establish funding reserves based on reserve
levels set by other high-risk NASA programs, such as NASA’s space flight
program—not on analyses of the potential cost impact of risks and
unknowns specific to IFMP, as required by NASA guidance. Moreover, the
program did not quantify the cost impact of high-criticality risks—also
required by NASA—or link its risks to funding reserves to help IFMP develop
realistic budget estimates.
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