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The Inspector Genera Act of 1978, as amended, mandates Inspectors General to ensure that
work performed by non-Federd auditors complies with generally accepted government auditing
sandards (GAGAYS) issued by the Comptroller Generd of the United States. Therefore, we
reviewed the audits performed by House & Albright, P.C., of the NASA Marshdl Space Flight
Center (Marshdl) Exchange financid statements for fisca years (FY's) 2000 and 2001 to ensure
that the audit work complied with GAGAS.

We found that House & Albright's audit work complied with GAGAS for the 2 fiscd years and
that the Marshall Exchange Council appropriately responded to the audit firm's
recommendations for improvement. House & Albright's work papers showed that the Marshall
Exchange had corrected al sgnificant deficiencies. Appendix C contains details on House &
Albright's audit results and recommendations for improvement and on the Exchange' s corrective
actions.

Appendices
Among the agppendices, note that Appendix B contains a discussion of the requirements related

to audits of the NASA Exchanges, and Appendix C contains details on House & Albright audit
results and recommendations for improvement and the Marshal Exchange corrective actions.



List of Appendices

Appendix A — Objectives, Background, Scope, and Methodol ogy
Appendix B — Criteria Applicable to Audits of NASA Exchanges

Appendix C —House & Albright, P.C. Audits of the Marshall Space Flight
Center Exchange

Appendix D - Report Distribution

Acronyms Used in this Report

AICPA American Inditute of Certified Public Accountants
CFO Chief Financid Officer

FY Fisca Year

GAAP Generaly Accepted Accounting Principles

GAAS Generally Accepted Auditing Standards

GAGAS Generdly Accepted Government Auditing Standards
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Appendix A. Objectives, Background, Scope, and M ethodology

Objectives

The quality control review objective was to determine whether House & Albright audits of the
Marshall Space Hight Center Exchange for FY's 2000 and 2001 were performed in accordance
with gpplicable auditing gandards. We dso determined whether the Marshal Exchange
Council had taken corrective actions in response to recommendations resulting from the audits.

Background

The Marshdl Exchange retained House & Albright, P.C., a public accounting firm licensed to
practice in Alabama, to perform the audits of the Marshdl Exchange financia statements. The
Marshdl Exchange is a Government insrumentdity operating under NASA’s control. It
operates and generates revenues from gift shops, vending, and a physicd activity center. For
the fiscal year ended September 30, 2001, the Marshal Exchange reported a cash balance of
$144,235, including amounts in money market accounts, and a net gain of $47,303.

Scope and M ethodology

In performing the quality control review, we used an interna work program that incorporated
the auditing standards issued by the American Indtitute of Certified Public Accountants
(AICPA). Based on those standards, we developed and organized the work program
according to the generd, field work, and reporting standards for financid audits. Our review
focused on the auditors qudifications, independence, peer review report, audit programs for
appropriate procedures, and working paper documentation to include the results of the control
risk assessment,* fraud risk assessment,? and controls testing. We aso assessed plans and
actions taken by the Marshdl Exchange Council to implement the auditors recommendations.

To determine whether House & Albright had established and implemented an adequate quality
control system, we reviewed the January 2001, report on the most recent peer review of the
audit firm performed by Del_oach, Mann & Poarch, P.C. A peer review isacertified public
acocounting firm review of another certified public accounting firm's compliance with its quality
control system. The purpose of a peer review isto determine and report whether a certified
public accounting firm developed adequate policies and procedures of quality control and
complied with them in performing accounting and

! AICPA Codification of Statements on Auditing Standards, Section 319, “ Consideration of Internal Control
inaFinancial Statement,” statesthat auditors are required to document the basis for concluding that control
risk is below the maximum level.

2 AICPA Caodification of Statements on Auditing Standards, Section 316, “Fraud in aFinancial Statement
Audit,” statesthat auditors are required to specifically assess the risk of material misstatement of the
financial statements due to fraud and to document in the working papers evidence of their assessment.
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Appendix A

auditing servicesfor clients. Del.oach, Mann & Poarch, P.C. performed a peer review of the
system of qudity contral for the accounting and auditing practice of House & Albright in effect
for the year ended July 31, 2000. Del.oach, Mann & Poarch, P.C. found that the system had
been". . . desgned to meet the requirements of the quaity control standards for an accounting
and auditing practice established by the AICPA and was complied with during the year then
ended to provide the firm with reasonable assurance of conforming with professond standards.”

Audit Fidd Work

We performed the qudity control review from July through December 2002.



Appendix B. Requirements Applicable to Audits of NASA Exchanges

GAGAS are broad statements of the auditors responsihilities, promulgated by the Comptroller
Generd of the United States. The standards apply to audits of Government organizations,
programs, activities, and functions. GAGAS prescribe the minimum hours of continuing
education requirements and additional standards for field work and reporting. The GAGAS
incorporate, by reference, the AICPA generally accepted auditing standards (GAAS) of field
work and reporting.

NASA Policy Directive (NPD) 9050.6G, “NASA Exchange Activities,” dated September 6,
2001, authorizes Center Directors to establish an Exchange to contribute to the efficiency,
welfare, and morale of NASA personnd. Center Directors are required to gppoint an
Exchange Council to oversee the Exchange operations. The Council must consst of &t least five
Center employees who perform their duties without pay from the Exchange. Exchange-
operated activities are generally sdf-sustained (that is, supported by nonappropriated funds’).
The NPD aso requires the Center Chief Financid Officer to monitor Exchange compliance with
the NPD and to review financia statements and audit reports to ensure that the Exchangeis
financialy sound and that responsible business practices are being followed. In addition, the
Directive requires annua audits of the Exchange s financid statements and the annual submission
of the statements and the audit reports to the Center Chief Financia Officer by December 31.

3 Nonappropriated funds are those received from sources other than congressional appropriations.
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Appendix C. House & Albright, P.C. Audits of the
Mar shall Space Flight Center Exchange

Audit Scope. House & Albright conducted the FY's 2000 and 2001 audits in accordance with
GAGAS, reported on internad controls and compliance with laws and regulations, and opined
on the fair presentation of the financia statements.

Audit Results. Initsaudit reports dated September 30, 2000, and September 30, 2001,
House & Albright rendered unquaified opinions on the Marshdl Exchange FY's 2000 and 2001
Baance Sheets, Statements of Activities, and Cash Hows. An unqudified opinion means that
the auditors determined that the financid statements present fairly the organization's financid
position, changes in net assets, and cash flows in conformity with generally accepted accounting
principles (GAAP). GAAP are acommon set of accounting standards and procedures
established by the accounting profession as a generd guide to accounting theory and practice.
GAAP include financial accounting standards, interpretations, and concepts set forth in the
pronouncements of the Financia Accounting Standards Board and its predecessor agencies.
During both audits, House & Albright identified reportable conditions involving the internal
control over financid reporting and compliance with laws and regulations.

Recommendations. In separate communications to the Manager of the Marshal Exchange,
House & Albright reported severa control deficiencies identified during audits of the FY 2000
financid statements and recommended improvements to correct the deficiencies, including
improvementsto internd controls. The sgnificant recommendetions follow:

The bookkeeper for the Exchange should be provided training in the accounting
software that is used.

The amount of freight paid should be included on an item-by-item basisin the cost of
inventory.

The Exchange should ensure that monthly reports are received from the Physica
Exercise Program (PEP) coordinator as required in the PEP contract.

The concessionaire agreements require the Exchange to give “preiminary notice of the
Exchange sintention to renew at least Sixty days before this agreement isto expire”
This preliminary notice should be on file at the Exchange,

Marshall Exchange Corrective Actions. House & Albright reported that the Marshall
Exchange had taken actions on these recommendations.



Appendix D. Report Distribution

I ndependent Audit Firm

Mr. Thomas Albright, CPA
House & Albright, P.C.

400 Meridian Street, Suite 102
Huntsville, AL 35801

National Aeronautics and Space Administration (NASA) Headquarters

AD/Deputy Administrator

AA/Chief of Staff

ADI/Associate Deputy Administrator for Ingtitutions and Asset Management
B/Deputy Chief Financid Officer for Financid Management
B/Deputy Chief Financid Officer for Resources (Comptroller)
BF/Director, Financiad Management Divison

G/Generd Counsd

JAssgant Adminigrator for Management Systems
JM/Director, Management Assessment Divison

JR/Director, Contractor Industrid Relations

M/Associate Administrator for Space Hight

NASA Centers

MSFC/DAQL/Director, Marshal Space FHight Center
MSFC/DEO1/Chairman, NASA Exchange Marshall Space Flight Center

Non-NASA Federal Organizations and Individuals

Assigant to the President for Science and Technology Policy

Deputy Associate Director, Energy and Science Division, Office of Management and
Budget

Branch Chief, Science and Space Programs Branch, Energy and Science Division, Office
of Management and Budget

Managing Director, Acquisition and Sourcing Management Team, General Accounting
Office

Managing Director, Financid Management and Assurance, General Accounting Office

Senior Professiond Assigtant, Senate Subcommittee on Science, Technology, and Space
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Chairman and Ranking Minority Member — Congressonal Committees and
Subcommittees

Senate Committee on Appropriations

Senate Subcommittee on VA, HUD, and Independent Agencies

Senate Committee on Commerce, Science, and Trangportation

Senate Subcommittee on Science, Technology, and Space

Senate Committee on Governmentd Affars

House Committee on Appropriations

House Subcommittee on VA, HUD, and Independent Agencies

House Committee on Government Reform

House Subcommittee on Government Efficiency, Financid Management and
Intergovernmental Relations

House Subcommittee on Technology and Procurement Policy

House Committee on Science

House Subcommittee on Space and Aeronautics, Committee on Science

Congressional Member

Honorable Pete Sessions, U.S. House of Representatives



NASA Assistant | nspector General for Auditing
Reader Survey

The NASA Office of Ingpector Generd has a continuing interest in improving the usefulness of

our reports. We wish to make our reports responsive to our customers interests, consistent

with our statutory responsibility. Could you help us by completing our reader survey? For your
convenience, the questionnaire can be completed dectronicaly through our homepage at
http:/Aww.hg.nasa.gov/office/oig/hg/audits.html or can be mailed to the Acting Assistant

Inspector Genera for Audits; NASA Headquarters, Code W, Washington, DC 20546-0001.

Report Title: House & Albright, P.C., Audits of Marshal Space Hight Center Exchange

Financid Statements for Fiscal Y ears Ended September 30,

2000, and 2001

Report Number:

Report Date:

Circle the appropriate rating for the following statements.

Strongl

y
Agree

Agree

Neutra
|

Disagre
e

Strongl

y

Disagre
e

N/A

1. Thereport was clear, readable, and logically
organi zed.

5

3

2

1

N/A

2. Thereport was concise and to the point.

5

3

2

N/A

3.  Weeffectively communicated the audit
objectives, scope, and methodology.

5

3

2

N/A

4. Thereport contained sufficient information to
support the finding(s) in abalanced and
objective manner.

N/A

Overall, how would you rate the report?

0 Excdlent O Far
0O VeyGood 0O Poor
0 Good

If you have any additional comments or wish to elaborate on any of the above

responses, please write them here. Use additional paper if necessary.




How did you use the report?

How could we improve our report?

How would you identify yourself? (Select one)

0 Congressond Staff 0 Media

0 NASA Employee O Public Interest
0 Private Citizen 0 Other:

0 Government: Federd: State:

Loca:

May we contact you about your comments?

Yes: No:

Name:

Telephone:

Thank you for your cooperation in completing this survey.
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Additional Copies

To obtain additiona copies of this report, contact the Assstant Inspector General for Audits at
(202) 358-1232, or vist www.hqg.nasa.gov/office/oig/hg/issuedaudits. html.

Suggestionsfor Future Audits

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

Assigant Ingpector Generd for Audits
Code W

NASA Headquarters

Washington, DC 20546-0001

NASA Hotline

To report fraud, waste, abuse, or mismanagement, contact the NASA OIG Hotline at (800) 424-
9183, (800) 535-8134 (TDD), or at www.hq.nasa.gov/office/oig/ha/hatline html#form; or write
to the NASA Inspector Genera, P.O. Box 23089, L’ Enfant Plaza Station, Washington, DC
20026. Theidentity of each writer and caller can be kept confidentia, upon request, to the extent
permitted by law.

Major Contributorsto the Report

Chester A. Sipsock, Program Director, Financiad Audits, Management and Oversight
Karen VanSant, Audit Manager

Fredrick Angle, Auditor-in-Charge

Annette Huffman, Program Assstant
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