Reply to Attn of:

National Aeronautics and
Space Administration

Office of Inspector General
Headquarters
Washington, D.C. 20546-0001

W July 30, 2001
TO: A/Administrator
FROM: W/Inspector General

SUBJECT: Ames Research Center Exchange Activities, G-00-003

The Office of Inspector General (OIG) conducted an inspection of the Ames Research Center
(Ames) Exchange, as part of our overall review of NASA Exchange operations.* The purpose
of our review was to determine whether Exchanges are managing operations and activities in

accordance with NASA Policy Directive (NPD) 9050.6E, NASA Exchange Activities,? other

applicable statues and regulations and sound business and management practices.

The Ames Exchange, an instrumentality of the Government, is responsible for operating
activities that contribute to the efficiency, welfare, and morale of Ames employees. The
Exchange' s activities and operations are primarily funded with non appropriated funds.® The
Ames Exchange operates a cafeteria, vending machines, gift shop, base housing, a child care
center, recreational facilities, and a business office. In general, the Ames Exchange offered
many and varied programs and activities to benefit the Ames workforce. Our
recommendations were aimed at improving the Ames Exchange business practices and
compliance with governing guidelines.

We found that Center management used Ames Exchange funds for activities for which
appropriated funds were available, including the Administrator’s Fund. Additionaly, the
Exchange and the Center did not fully comply with regulations required in implementing and
reporting of Randolph-Sheppard Act.* In our previous reviews, we found similar concerns at

! The OIG’ sinspection unit is conducting comprehensive reviews of Center Exchange operations, activities,
business practices, procedures, and policies. The OIG’s auditors are performing quality control reviews of the
Exchanges mandatory external audits. The review of the Ames Exchange external audit wasissued on
September 11, 2000.

2 NPD 9050.6E is applicable to NASA Headquarters and NASA Centers, including component facilities.

% Nonappropriated funds are monies not appropriated by the United States Congress. The Ames funds are
derived primarily from the sale of goods and servicesto Center personnel and visitors.

“ One purpose of the Randol ph-Sheppard Act is either provide preference to the blind in operating vending
facilitieslocated on Federal property and buildings or to collect a percentage of vending machine income for
employment and education programs for the blind.



Glenn Research Center and Langley Research Center. These repetitive issues may indicate an
agency-wide misunderstanding of these two areas.

The Ames Exchange assumed responsibility for several business ventures when the Navy
facility closed.® The Exchange executed several Space Act agreements® as mechanisms to
acquire these business ventures. We found that tighter controls need to be placed on execution
of these agreements to ensure compliance with applicable NASA directives, regulations and
Federa laws. In particular, Center management needs to ensure that all revenues generated

by lease arrangements, in excess of certain costs, be deposited with the United States Treasury
as miscellaneous receipts.

Management concurred with all of the recommendations contained in the report.

{obote Llesos

Roberta L. Gross

Enclosure
Ames Research Center Exchange Activities, G-00-003

® The business ventures include the lease of space to the Golden Bay Federal Credit Union, the United States
Geological Survey for recreational vehicle parking, and Santa Clara County for a Meals on Wheels program.

® Space Act agreements are generally those agreements entered into by NASA under the extraordinary “other
transactions” authority conferred by §203(c)(5) of the National Aeronautics and Space Act of 1958 (as
amended), Public Law 85-568 (the Space Act).



Reply to Attn of:

National Aeronautics and
Space Administration

Office of Inspector General
Headquarters
Washington, D.C. 20546-0001

W July 30, 2001

TO: Ames Research Center
Attn: 200-1/Center Director

FROM: W/Ass stant Inspector Genera for Inspections, Adminigtrative
Investigations, and Assessments
SUBJECT:  Ames Research Center Exchange Activities, G-00-003

The Office of Ingpector Generd (OIG) isreviewing NASA Exchange (Exchange) activities. The
purpose of our reviews is to determine whether Exchanges are managing operations and activitiesin
accordance with NASA Policy Directive (NPD) 9050.6F, NASA Exchange Activities' and other
applicable statutes and regulations. The Ames Research Center (Ames) Exchange inspection isthe
third in our series of NASA Center Exchange reviews?

In the course of conducting our review, management implemented corrective action for two of our
preliminary recommendations based on initid findings. The associated findings, recommendetions,
and corrective actions are described in Appendix A.

1 NPD 9050.6F is applicable to NASA Headquarters and NASA Centers, including component facilities (See
Appendix B).

% In arelated activity, the NASA OIG Office of Audits conducted aquality control review of the Ames Exchange's
external auditor (Quality Control Review Report: Strother & Associates Audit of National Aeronautics and
Space Administration Ames Research Center Exchange Financial Statements for Fiscal Year Ended September
30, 1998, dated September 11, 2000.) Our OIG auditors’ review recommended, and the auditing firm and NASA
management concurred, that the external auditor comply with the generally accepted auditing standards for
assessing risk and in planning the audit, and that the audit actually be conducted in accordance with government
auditing standards.



BACKGROUND

The Exchange, an ingrumentdity of the Government, is responsible for operating activities that
contribute to the efficiency, welfare, and morae of Ames employees. The Exchange's activities and
operations are primarily funded with nonappropriated funds?

The Exchange is subject to oversight by Ames management. The Center Director is responsible for
the generd management of the Exchange. The Exchange Council (Council), whose members are
gppointed by the Center Director, is responsible for overseeing Exchange financid and operationa
activities. The Council is composed of a Chair, a Deputy Chair, an Exchange Operations Manager
(Operations Manager), a Management Advisor, a Secretary, and representatives from various
Center organizations. Currently, the Exchange generates funds from a cafeteria, vending machines, a
vidtor's center gift shop, fees charged to alocd credit union, aswimming pool, lodging quarters, a
park, and arecregtiond vehicle storage lot.

The Operations Manager, acivil servant employee in the Center Operations Directorate, has primary
management responghbility for the Exchange. Specific assgnments include overseeing the Exchange
activities and business ventures, working closdy with the Council members to manage Exchange
operations, and evauating performance and compensation levels of the Exchange Treasurer
(Treasurer) and other employees. In addition, the Operations Manager isthe Ames foca point for
ensuring compliance with the Randol ph-Sheppard Act (RSA) requirements governing certain
preferences granted to organizations supporting sight-impaired individuds.

The Treasurer, an Exchange employee, is primarily responsible for managing the day-to-day
operations of the various business activities (i.e., the cafeteria, gift shop, swimming pool, lodging
quarters, and recreationd vehicle storage lot). The Treasurer deposits income generated by
Exchange operaionsinto the bank. The Treasurer dso pays Exchange bills and maintains detailed
generd ledgers of the various activities operated by the Exchange. The Exchange uses profits from
its sdes recaipts and activities to fund avariety of Centerwide activities designed to promote the
welfare and morae of Center employees.

I. EXCHANGE EXPENDITURES

Our team found that the Exchange Council generally promotes and actively supports awide variety
of employee welfare and recreationd programs for the Ames community. For ingtance, the
Exchange funds a variety of hobby and sports clubs. The Council dlocates funds to the clubs based
on the clubs annua budget requests. Budgets and expenditures require the approva of two-thirds
of the voting Council members. Additiond fund requests can be presented during the monthly

* Nonappropriated funds are monies not appropriated by the United States Congress. The Ames funds are
derived primarily from the sale of goods and servicesto Center personnel and visitors.



Council meetings*  In addition, The Office of the Director submits an annual budget request to the
Council for funds. For thelast 3 years, this budget ranged from $3,000 to $4,500. Thisfund pays
for such items as gifts and refreshments for officia vistors. The Council reviews the request to
determine whether such expenses can be reconciled as legitimate Exchange-related expenditures.

Officia reception and representation expenses are more properly paid for from Congressiondly
appropriated funds such as the Administrator’ s Fund rather than from the Exchange.® The Center
Director may request monies from the Adminigtrator’ s fund for these types of expenditures or use
other appropriated funds consistent with recently revised General Services Adminigtration (GSA)
regulations governing the purchase of refreshments at Government-sponsored conferences.® The use
of gppropriated funds for such authorized activities would permit the gpplication of Exchange
proceeds to fund additiona employee recreational and welfare activities.

Recommendation 1. The Center Director should ensure that appropriated funds are used to pay
for officid Agency expenditures.

[I. SPACE ACT AGREEMENTS

The Exchange assumed responsibility for several business ventures when the Navy facility closed as
aresult of a Base Redignment and Closure (BRAC) action. The Exchange executed severd Space
Act agreements’ as mechanisms to acquire these business ventures.

* Randomly contacted club members responded positively when asked their opinions of the Exchange and praised
the Exchange for its support of clubs and other employee activities. The Exchange supports the Softball Team,
Volleyball Team, Sailing Club, Toastmasters Club, Model Airplane Club, Bowling Club, Golf Club, Scuba Club,

and the Ballroom Dancing Club.

® NPD 9050.4F, Administrator’s Fund, dated March 2, 2000, establishes policy and procedures governing the use
of the funds provided by annual NASA Authorization and Appropriations Acts. The Administrator’ s Fund may
be used for expenses incurred for official reception and representation (See Appendix C). The Associate
Administrator for Headquarters Operations issued guidelines on November 21, 2000, relating Center use of the
Administrator’s Fund in response to a NASA OIG recommendation to “issue supplemental guidance on the use
of the Administrator’ sfund for official reception and representational expenses, and provide for sub-allocations
toindividual Centers, asnecessary” (Glenn Research Center Exchange Activities, G-99-016, final report,
September 29, 2000).

® Prior to the GSA regulation, agencies were not normally allowed to provide light refreshments for employees at
Government expense. Employees had to buy such refreshnments themselves. Under the new regulation,
Government agencies can provide, under certain restrictions, light refresnments at Government expense.

" Space Act agreements are generally those agreements entered into by NASA under the extraordinary “other
transactions” authority conferred by §203(c)(5) of the National Aeronautics and Space Act of 1958 (as amended),
Public Law 85-568 (the Space Act).



A. Golden Bay Federal Credit Union

The Golden Bay Federd Credit Union is housed in NASA-owned buildings on NASA Ames
property. Pursuant to a Space Act agreement between the credit union and the Ames Exchange, the
credit union has exclusve use of Building 556 and a portion of

Building 235 for the purpose of operating afull service credit union a Ames. In return, the credit
union pays the Exchange the sum of $55,506.25 per year.? The signatories to the Agreement were
the Exchange Council Chairperson, the Operations Manager, and the President of the credit union.
The Space Act contains three provisions relevant to this Agreement:

1. Section 203(c)(3) of the Space Act authorizes NASA

to provide by contract or otherwise for cafeterias and other necessary
facilities for the wefare of employees of the Adminidration & itsinddlations.

This language provides the authority for the establishment and operation of NASA
Exchanges a NASA fadilities®

2. Section 203(c)(5) of the Space Act authorizes NASA

without regard to section 3648 of the Revised Statutes, as amended

(31 U.S.C. 529), to enter into and perform such contracts, leases,
cooperdtive agreements, or other transactions as may be necessary in the
conduct of itswork and on such terms asit may deem appropriate, with any
agency or indrumentdity of the United States, or with any State, Territory,
or possession, or with any politica subdivison thereof, or with any person,
firm, association, corporation, or educationa ingitution.

This “other transactions’ language is considered the statutory authority for NASA to
enter into what have become known as Space Act Agreements.

3. Section 203(c)(3) of the Space Act authorizes NASA to acquire such real or persona
property as the Administration deems necessary, and “to lease to others such redl and
personal property. . .."

8 This amount was based on the size of the building (approximately 10,375 square feet). Theterm of the

Agreement began on May 1, 1998, andisintended to be automatically renewed at 5-year intervals for aperiod of
25 years.

® NASA’sinternal guidelines for the exercise of this authority are found in NPD 9050.6E, NASA Exchange
Activities.



NASA’s guiddines, policies, and procedures for cresting or entering into Space Act

agreements are contained in NASA Procedures and Guiddines (NPG) 1050.1, Space Act
Agreements Manual. Under section 5a of NPD 1050.1, Authority To Enter Into Space Act
Agreements, NASA Center Directors are generdly responsible for negotiating and executing Space
Act agreements within their areas of jurisdiction. Under section 5f of NPD 1050.1,

Center Directors may delegate the authority to negotiate and execute Space Act agreements to
other NASA employees, but that delegation must be in writing and must indicate the extent of

the delegation.

Our review of gpplicable statutes, regulations, and policy raises serious questions regarding
the Space Act agreement between the Ames Exchange and Golden Bay Federd Credit
Union. The authority to enter into such an agreement with repect to an Exchange activity
appears to be vested with the Associate Administrator for Management Systems and the
Director, Facilities Engineering Division, in accordance with 14 CFR §81204.501 and
1204.504, neither of whom is asignatory to the agreement.’® Even if the Signatories to the
Space Act agreement had proper authority to do so, the agreement fails to conform to
NASA Financial Management Manual (FMM) 9090" and Federal law,* which require

1 Under 14 CFR §1204.501(a)(2), the Associate Administrator for Management Systems and the Director,
Facilities Engineering Division, are delegated the authority to:

(iv) Grant easements, leaseholds, licenses, permits, or other interests (wherever located) controlled by
NASA.

(v) Grant the use of NASA -controlled real property and approve the acquisition and use of
nongovernment owned real property for any NASA -related, nonappropriated fund activity purpose with
the concurrence of the NASA Comptroller.

14 CFR §1204.504 (d) relegates the above authority down to the Center Director level, but provides that the
delegated authority “[M]ay not be exercised with respect to real property which is proposed for use by aNASA
Exchange and subject to the provisions of NASA Management Instruction 9050.6, NASA Exchange Activities.”

1 one key provision isfound at section 9091-3f, which contains the following definition and discussion of “user
fees.”

USER FEES. All chargesto the public for reimbursable or partially reimbursable activities. User
fees may either reimburse NASA appropriations or be deposited into Treasury miscellaneous
receipts, depending on legislative authorities, type of cost, and budgetary arrangements
governing the particular agreement. Collections related to costs not funded by current NASA
appropriations (such as depreciation) are nearly always required to be deposited into
miscellaneous receipts.

12 The “miscellaneous recei pts’ statuteis 31 USC 83302, which states, “[A]n official or agent of the Government
receiving money for the Government from any source shall deposit the money in the Treasury as soon as
practicable without deduction for any charge or claim.” Also applicableis 40 USC §490(k), which states:

Any executive agency, other than the General Services Administration, which providesto
anyone space and services set forth in subsection (j) of this section, is authorized to charge the



that dl revenues generated by the lease, in excess of certain codts, be deposited with the
U.S. Treasury as miscellaneous receipts.

The legd concerns raised by our review of this document are pertinent to the other Space Act
agreements executed by the Exchange and described below.

B. Storageof Trailersat Recreational Vehicle Parking

The Exchange and the United States Geological Survey (USGS) entered into a Space Act
agreement for the lease of an area known asthe “Engine Test Area” The spaceisused to
store trailers on NASA property a Moffett Fidd. The USGS pays the Exchange $2,880.00
annudly.

C. Mealson Whedls

The Space Act agreement between the Exchange and Santa Clara County (County) dlowsthe
County to use the Building 3 kitchen as afood storage staging area. NASA owns Building 3.
The County’ s contractor operates afull service Meals on Whedls program to deliver food to
homes and congregate sites. The County pays the Exchange $49,014.47 annualy based upon
asquare footage rate.

Recommendation 2: The Center Director should mandate that thorough reviews of
Exchange-related Space Act Agreements are conducted to ensure that executed Space Act
agreements comply with al applicable NASA directives, regulations, and Federd laws.

[1l. EXCHANGE BUSINESSACTIVITIES
A. Temporary Lodging Quarters
In September 1999, the U.S. Nava Reserve transferred the operation of the temporary lodging

facilitiesto the Exchange. The temporary lodging facilities provide low-cost lodging for Ames
vigtors, sudents, military personnd, and disaster assistance personnel.

occupant for such space and services at rates approved by the Administrator [of GSA].
Moneys derived by such executive agency from such rates or fees shall be credited to the
appropriation or fund initially charged for providing the service, except that amounts which are
in excess of actual operating and maintenance coats of providing the service shall be credited
to miscellaneous receipts unless otherwise authorized by law.



In Fisca Year 1998, the OIG published an audit report that identified certain risks associated
with a proposed venture of acquiring housing units near Ames.™® The audit identified risk of
exposure to potentid tort and environmentd liability. These concerns are gpplicable to the
Exchange s management of the temporary lodging facilities.

Recommendation 3: The Center Director should continue to ensure that a thorough review
of liability issues associated with the Exchange' s involvement in the temporary lodging
facilitiesis conducted and that appropriate measures are taken accordingly.

B. Mobile Food Truck

Lee s Catering (Lee' s) provides a mobile food service at Ames for afee of $9,000.00 annually.
The contractor has been providing services since April 1998. Until January 14, 2000, there
was no sgned agreement between Lee’ s and the Exchange. The intent to contract was signed
by Len Ye of Lee' s on January 14, 2000, and by the Operations Manager on January 27, 2000.
The absence of a pecific and signed agreement between the two parties may place the
Exchange in jeopardy (e.g., adversdy impacting the Exchange' s ability to collect revenues

from the vendor and disagreements concerning the scope and coverage of the vendor’'s

business at Ames).

Recommendation 4. The Center Director should ensure that al Exchange contracts are
properly and timely executed in compliance with the NPD 9050.6F, Section 5.2 requirement
that the Exchange be operated in a business-like manner.

V. RANDOLPH-SHEPPARD ACT

Under the Randolph-Sheppard Act (RSA), 20 USC 107 et. seg., State rehabilitation agencies
recruit, train, license, and place individuas who are blind as operators of vending facilities
located on Federd and other properties. The Secretary of Education is responsible for
promulgating regulations for and providing oversight of Federd agency compliance with the
RSA. Further guidanceis st forth in 34 CFR 8§ 395.30, that each:

department, agency, or instrumentdity of the United States in control of the
maintenance, operation, protection of Federa property shdl take al steps
necessary to assure that, wherever feasible, in light of appropriate space and
potentia patronage, one or more vending facilities for operation of blind licensees
shall be located on dl Federa property provided that the location or operation of

13 Risks Associated with ARC’ s Acquisition of Military Family Housing (1G-98-022), dated August 13, 1998 (See
Appendix D for an executive summary). A full-text version of the audit is available on the NASA OIG web site at
http://www.hg.nasa.gov/office/oia/hg/ig-98-022.pdf.




such facility or facilities would not adversely affect the interest of the United States.
Blind persons licensed by State licensing agencies shdl be given priority in the
operation of vending facilities on any Federd property.

Federa agencies may be exempted from RSA based on justifications provided in writing and
approved by the Secretary of Education.™* Such exemptions are to be published in the Federd
Regiger. Title 20 USC § 107d-1 dso stipulates that the Secretary of Education shdl convene
apand to arbitrate RSA disputes.™

The Ames Legd Counsd reviewed the Center’ s position on RSA and concluded that Ames
wasin compliance.™® However, based on our review of the statutes, the Exchange has an
obligation to pay a portion of the vending commisson to the State of Cdifornia.

Over thelast 3 fiscd years, the Ames Exchange earned the following vending machine
commissons.

Year Ending Commission Earned
September 30, 1997 $45,826.00
September 30, 1998 $47,937.00
September 30, 1999 $46,645.00

Under the RSA and implementing regulations, once vending income for a machine or group of
machines exceeds the $3,000 threshold, al profit income (including the first $3,000) is subject
to an assessment payable to the State Licensing Agency at a percentage rate (100 percent, 50
percent, or 30 percent) which is determined according to severa factors. We believe that
Ames should pay 50 percent of vending machine income exceeding the $3,000 threshold to the
State Licenang Agency under the terms of the RSA.Y

However, the total commission earned iswell above the $3,000 total vending income limit that
would qudify for an RSA exemption. Currently, the Exchange tracks each maching sincome
separately and reports no income subject to an assessment for RSA compliance.

4 Sea Title 20 USC § 107b-3.
1% Sea Title 20 USC § 107d-1.

16 Memorandum regarding Compliance with the Randol ph-Sheppard Vending Stand Act, dated
February 15, 2000 (See Appendix E).

" Title 20 USC § 107d-3(b)(1) states that after January 1, 1975, 50 percent of all vending machine income from
vending machines on Federal property which are not in direct competition with a blind vending facility shall
accrue as specified in subsection (a) of this section in the event there is no blind licensee operating such afacility
on such property, to the State agency in whose state the Federal property islocated. Seealso 34 CFR § 395.32.



Recommendation 5: The Center Director should ensure that the Center, including the
Exchange, observes Department of Education regulations in implementing the RSA.

Recommendation 6: The Center should notify the State Licensng Agency and negotiate an
gppropriate agreement concerning its obligations under RSA and accurately report its vending
income to NASA Headquarters accordingly.

SUMMARY AND EVALUATION OF NASA MANAGEMENT RESPONSE

We received and evaluated NASA management’ s response to the draft report (See Appendix
F). NASA management concurred with al six recommendations and provided planned actions
that are responsive to the recommendations. We consider these six recommendations resolved
pending verification of corrective action.

CONCLUSION

NASA Exchanges operations were established to operate activities that contribute to the
efficiency, welfare, and morde of dl its employees. Management’ s implementation of the
recommendations contained in this report will enhance Exchange oversght and strengthen
management controls.

David M. Cushing
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Appendix A

Corrective Actions Taken by Ames M anagement
In Responseto Findings Made
During the Inspection



FINDING 1

Exchange Congtitution and Bylaws

NPD 9050.6E, paragraph 5.a (1), requires Center Directors to establish a congtitution,
bylaws, and regulations gppropriate to Exchange management. The Ames Council
established aformd condtitution and bylaws for the Exchangein 1997; however, they
could not provide a sgned copy of this document. Various Council members remember
sgning the document and submitting it to the Ames Legd Office for review. TheLegd
Office did not have arecord of the document. According to Council Members, the
bylaws, as currently written, do not accurately reflect the present status of Exchange
operations.

Recommendation

The Center Director should ensure that a congtitution, bylaws, and regulations are
promulgated for the Ames Exchange. This guidance should be disseminated to the
Council members and made available to dl members of the Ames community.

Action Taken
The condgtitution and bylaws were approved February 22, 2000. Effective January 11,

2001, NPD 9050.6F was updated and Section 5a.(2) requires the Center Director to
establish policy and procedures gppropriate to Exchange management.



FINDING 2

Exchange Council Meetings and Minutes

NPD 9050.6E, paragraph 5.c, states that minutes of Council meetings be kept on file. The Council
members meet the first Tuesday of each month. Although the Council could provide formaly
documented meeting minutes for past years, recorded minutes for the most recent years were not
avalable. Therecording and filing of officid minutes has become lax. Various Council members
provided contemporaneous notes taken at the meetings and some minutes were provided from their
persond files. Additiondly, the independent certified audit firm contracted to audit the Exchange
identified this lack of record keeping as a concern. The recorded minutes are the audit trail of
officidly approved actions. The lack of documented officia minutes is aweakness in the control
system. However, steps have not been taken to correct this deficiency.

Recommendation

The Center Director and Exchange Council should ensure that minutes are recorded and
maintained in an offica Exchangefile

Action Taken

Copies of minutes for the previous 14 months were provided to the OIG on March 29, 2001.



Appendix B

NPD 9050.6F, NASA Exchange Activities,
dated January 11, 2001



NASA Directive: NPD 9050. 6F
PCLI CY Ef fective Date: January 11, 2001
DI RECTI VE Expiration Date: January 11, 2006

Thi s Docunent |s Uncontrolled When Printed.
Check the NASA Online Directives Information System (NODI'S) Library
to verify that this is the correct version before use:
http://nodi s. hg. nasa. gov/ Li brary/ Di recti ves/ NASA- W DE/ cont ent s. ht n

Responsible O fice: J / Ofice of Managenent Systens
Subj ect: NASA Exchange Activities
1. POLICY

a. Exchanges are instrunentalities of the United States, with associated
privileges, rights, and imunities. To ensure this status, Exchanges nust
be under NASA's control, and ownership interests nust be with the
Government. Therefore, all organizations using NASA or Exchange facilities
shall be determined to be either an Exchange el ement (instrunentality) or

i ndependent. Instrunmentalities shall be under Exchange control

i ndependent organi zati ons and their equiprment and facilities shall be
separated from and not controlled by the Exchange. Approval for use of
NASA or NASA Exchange facilities by independent organi zati ons shall be
based upon activities proposed and the organization's ability to satisfy
requi renents such as insurance. Approval will not establish an i ndependent
organi zation as an instrunmentality. Exchanges will not manage or supervise
i ndependent organi zati ons.

b. Center Directors may establish at NASA Centers and Conponent Facilities
under their jurisdiction a NASA Exchange and branches to operate activities
contributing to the efficiency, welfare, and noral e of NASA personnel. For
this purpose, the Associate Admi nistrator for Headquarters Operations, NASA
Headquarters, has corresponding authority for Headquarters.

c. Exchanges may, by contract or otherw se, performthe follow ng:
(1) Operate food services.

(2) Operate vending machines within Center buildings and grounds, to the
extent that such operation is not inconsistent with |aw and regul ati ons.

(3) Pronmpte activities, including clubs or recreation associations,
contributing to the efficiency, welfare, and noral e of NASA enpl oyees.

(4) Use and acquire real property and facilities to achi eve Exchange
obj ectives (subject to subparagraphs g. and h.).

(5) Sell goods and provide services approved by the Center Director, so
Il ong as they do not unduly conpete with [ocal nerchants.



(6) Conduct other activities authorized by the Center Director with the
prior concurrence of the Center Chief Counsel and the Center Public Affairs
O ficer, when activities involve the public and are clearly in NASA' s and
its enpl oyees' interests.

d. Exchanges shall sell goods or services at the |lowest prices, consistent
with operation costs and financial needs.

e. Participation in activities may include NASA enpl oyees and retirees,
their famly nmenbers and guests, Governnent contract enpl oyees, and
official visitors.

f. Store privileges may be denied to a patron who resells purchased
mer chandi se

g. A Center Director nmay authorize use of NASA-controlled real property
and existing facilities for Exchange activities, provided use does not
interfere with official business.

h. Proposals for real property acquisition for Exchange activities by

| ease, purchase, or otherw se shall have the concurrence of the Center
Director and Center Chief Counsel and be forwarded for concurrence by the
Director, Facilities Engineering Division, NASA Headquarters, prior to
approval by the Exchange Operations Manager. Proposed expenditures for new
Exchange facilities or proposed expenditures in excess of $50,000 for
nmodi fi cation of existing Exchange facilities shall also be forwarded for
concurrence by the Director, Facilities Engineering Division. The Exchange
Operations Manager, with the Center Director's concurrence, nmay approve
normal mai ntenance and repair of facilities or replacenment of equipnent.

i. Activities shall generally be supported by nonappropriated funds under
the Exchange's sole jurisdiction. Center Directors nmay authorize use of
appropriated funds where available, with the prior concurrrence of the
Center Chief Counsel and Chief Financial Oficer. Exanples of activities
for which appropriated funds may be used include providing for cafeterias
and other facilities, purchase and mai ntenance of cafeteria equi prment
necessary for Exchange activities, and audits of the Exchanges.

j . Exchange procurenment of materials, supplies, or services with
nonappropriated funds is not subject to procurenment statutes and
regul ati ons applicable to NASA, except as made applicable by statute or
regul ation. As practicable, however, Exchange procurenment practices shal
conformto NASA's practices. |In any case, Exchange procurenent procedures
shoul d be docunented and approved by the Center Director. All Exchange
procurenents and other acquisitions should be docunented and retained in
Exchange records.

k. Unless it would be inappropriate due to the nature of an Exchange
contract, a clause shall be included in each Exchange contract stating that
the contractor will indemify and hold harm ess the United States, its
agents and instrunmentalities (including the Exchange), and representatives,
of ficers, and enpl oyees thereof, fromany and all clainms, demands, actions,
debts, liabilities, judgenents, and costs arising out of, clainmed on
account of, or in any nmanner predicated upon, the loss of or damage to



property, or injury to or death of any person(s), in any nanner caused or
contributed to by any action or om ssion of the contractor, its agents,
representatives, or enployees.

I. Concession contracts shall be conpeted and negoti ated by the Exchange
in general accordance with the Federal Acquisition Regulation (FAR) and
NASA FAR Suppl enent, unless doing so would not be in the best interests of
the Exchange. Center procurenent staff shall assist in such procurenents.
The Center Chief Counsel shall concur and the Center Director shall approve
the contract. A copy will be forwarded to the O fice of Managenent

Syst ens, NASA Headquarters.

m  Exchanges shall obtain liability insurance, as determi ned by the
Exchange Council and Center Director. The United States shall be nanmed as
an additional insured.

n. Exchanges shall collect, pay, and report applicable Federal taxes. By
authority of Congress, a State may i npose and collect tax on sal es made by
an Exchange concessionaire located on a Federal area. A State may not |evy
and collect such a tax on sales nade by the Exchange itself (4 U S.C.
Sections 105-107). Exchanges shall collect and pay State and | ocal use and
sal es taxes only after determ ning applicability. Wthhol di ng and paying
Federal and State income taxes on Exchange enpl oyees shall conformto
policy applicable to appropriated fund enpl oyees of NASA at the sane

| ocati on. Exchange enpl oyees are subject to 5 U S.C. 8501-8508,

Unenpl oynment Conpensati on.

o. |f an Exchange is termnated, its assets becone the property of the
United States CGovernnent.

2. APPLI CABILITY

This NPD is applicable to NASA Headquarters and NASA Centers, including
Conmponent Facilities.

3. AUTHORI TY

42 U.S.C. 2473(c) Section 203(c) of the National Aeronautics and Space Act
of 1958, as anended.

4. REFERENCES

a. 28 U S.C 1346, 1491

b. 20 U S.C 107 et seq.

c. 4 US C 105-107.

5. RESPONSI BI LI TY

a. Center Directors are responsible for the follow ng:



(1) Establishing policy and procedures appropriate to Exchange managenent.
(2) Operating the Exchange and its elenments in a business-Ilike manner

(3) Authorizing Exchange use of NASA-controlled real property and
facilities and subnmitting real property acquisitions and facility projects
to NASA Headquarters, in accordance with paragraph 1.h.

(4) Ensuring that Exchanges observe Department of Education and cogni zant
State Licensing Agency regulations in inplenenting the Randol ph- Sheppard
Act Amendnents of 1974, 20 U.S.C. 107 et seq. An annual report of
activities must be conpleted and forwarded to the O fice of Managenent
Systens by January 15 of each year

(5) Appointing an Exchange Council of no less than five Center enployees
and desi gnating one nenber as Chairperson, one as Treasurer, and one as
Exchange Operations Manager. A listing of the Council Menbers will be
forwarded to the Ofice of Managenent Systens, NASA Headquarters.

b. The Exchange Operations Manager shall direct managenent of the Exchange
within this policy and rules and recommendati ons of the Exchange Council as
approved by the Center Director

c. Exchange Council nmenbers performtheir duties w thout conpensation from
the Exchange. No pai d Exchange enpl oyee may be an Exchange Council nemnber.
The Exchange Council shall neet on a regular basis to review and approve
activities of the Exchange and additionally as necessary at the

Chai rperson's discretion. Mnutes of its nmeetings shall be kept on file.
The Exchange Council shall performthe follow ng:

(1) Pronpote Exchange objectives and deternine the extent of Exchange
support of welfare and norale activities.

(2) Ensure that operation of organizations established with its perm ssion
and under its control conforns with this NPD

(3) Change policies, organizational structure, scope of activity, rules,
or business practices, with the Center Director's approval. The Ofice of
Managenent Systens, NASA Headquarters, will be advised of significant
changes prior to their inplenentation.

(4) Establish a system of managenent controls that will provide reasonabl e
assurance regarding the financial data, conpliance with applicable |aws and
regul ati ons, and prevention of, or pronpt detection of, unauthorized

acqui sition, use, or disposition of exchange assets. Controls over assets
i ncl ude safeguards for the protection of the Exchange's property and
supplies to prevent pilferage or unnecessary |oss and periodic inventories.

(5) Review financial statements, activity budgets, and all other
apropriate reports including those of the Ofice of |Inspector General to
ensure operation of a sound, business-like organization, and provide for an
annual audit of books and records of the Exchange and its el ements.

Fi nanci al records will be maintained in accordance with generally accepted
accounting principles promulgated by the American Institute of Certified



Public Accountants. Audits should be conducted by a licensed party,

i ndependent of NASA, in accordance with Governnment Auditing Standards (GAS)
i ssued by the Conptroller General of the United States. In some of the
smal | er Exchanges, it nay be appropriate to audit in conpliance with the
American Institute of Certified Public Accountants Standards for Accounting
and Revi ew Servi ces. Such exceptions should be fully justified and
approved in witing, in advance, by the Chief Financial Oficer (CFO and
the Ofice of Managenent Systens at NASA Headquarters. Copies of
consol i dat ed Septenber 30 Exchange bal ance sheet and incone statenment, with
supporting financial statenents for each elenment, and the annual audit
report shall be subnmitted to the Center CFO by Decenber 31

(6) Submit an annual report on Exchange Council activities to the Center
Director, including plans for the next fiscal year, within 90 days of

fiscal year end. A copy of the annual report will also be forwarded to the
O fice of Managenent Systens and the Office of Financial Managenment, NASA
Headquarters.

d. The Center CFO shall nonitor Exchange adherence to this NPD and revi ew
financial statements and audit reports to ensure that the Exchange is
financially sound and that responsible business practices are being
fol | owed.

e. The Center Chief Counsel, or for Headquarters, the Associate Genera
Counsel (General Law) shall be responsible for providing gui dance on |ega
and regulatory matters to the Exchange Council, including matters
pertaining to the applicability of Governent procurenment statutes and
regul ati ons to Exchange procurenments, and matters pertaining to the
col l ection and paynent by the Exchange of State and |ocal use and sal es
taxes. See subsections 1.j. and 1.n. of this directive. Additionally,
menbers of the Exhange Council and ot her Exchange officials wll
participate in the annual ethics briefing sessions. The appropriate NASA
| egal counsel shall also be responsible for concurring on concession
contracts and on proposals for acquisition of real property for Exchange
activities.

f. The Associate Administrator for Management Systens, or designee, shal
be responsible for the follow ng:

(1) Monitoring the Center's adherence to this directive through Sections
1.1, 5.a(5), 5.¢(3), and 5.c(6) above and through periodic visits and
revi ews.

(2) Concurring on proposed exceptions to this directive.

(3) Issuing such suppl enmental guidelines and procedures as nmay be necessary
to inplenment this directive.

g. The NASA Ofice of the CFO shall be responsible for the preparation and

distribution of any required consolidated Agency financial reports, as well
as oversight of related financial activities.

6. DELEGATI ON OF AUTHORI TY



The authority to establish agency policy on Exchange activities is
del egated to the Associate Adm nistrator for Managenment Systens.

7. MEASUREMENTS

Exchanges will report on their activities and financial status as stated in
par agraph 5.c (5).

8. CANCELLATI ON

NPD 9050. 6E dat ed Decenber 2, 1997

/s/ Daniel S. Goldin
Adm ni strator

ATTACHVENT A: ( TEXT)
None.

(URL for Graphic)
None.

DI STRI BUTI ON
NODI S

Thi s Docunent |s Uncontrolled When Printed.
Check the NASA Online Directives Information System (NODI'S) Library
to verify that this is the correct version before use:
http://nodi s. hg. nasa. gov/ Li brary/ Di recti ves/ NASA- W DE/ cont ent s. ht n



Appendix C

NPD 9050.4F, Administrator’s Fund,
dated, March 2, 2000



NASA Di rective: NPD 9050. 4F
POLI CY Ef fective Date: March 2, 2000
DI RECTI VE Expiration Date: March 2, 2005

This Docunent |s Uncontrolled Wen Printed.
Check the NASA Online Directives Information System (NODI'S) Library
to verify that this is the correct version before use
http://nodi s. hg. nasa. gov/ Li brary/ Di recti ves/ NASA- W DE/ cont ent s. ht n

Responsi ble O fice: Al / Associate Deputy Adm nistrator
Subj ect: Administrator's Fund
1. POLICY

a. The annual NASA authorization and appropriations acts allow a
speci fied amount of NASA's appropriations to be used for officia
reception and representati on expenses. The aggregate of such funds is
identified as the Adm nistrator's Fund.

b. It is NASA's policy to use the Admi nistrator's Fund primarily to pay
t he expenses of non-NASA individuals attending official reception and
representation activities sponsored by NASA. Under certain

ci rcunstances, as outlined in NPG 9050.xx, the Admi nistrator's Fund may
be al so used for the expenses of NASA enpl oyees participating in
representational events.

c. Oficial reception and representational activities are generally
defined as events related to official Agency business and typically
characterized by a m xed cerenonial, social, and/or business purpose.
Expenses that may be covered by the Administrator's Fund include food,
beverages, entertai nment, and presentation itens.

2. APPLI CABI LI TY

This NPD is applicable to NASA Headquarters and NASA Centers, including
Conmponent Facilities.

3. AUTHORI TY

42 U.S.C 2473(c) (1), Section 203(c)(1) of the National Aeronautics and
Space Act of 1958, as amended.

4. REFERENCES

a. Annual Departments of Veterans Affairs and Housing and Urban
Devel opnent, and | ndependent Agenci es Appropriations Act.

b. NPG 9050. xx



5. RESPONSI BI LI TY

a. The Associate Deputy Adm nistrator, or designee, is responsible for
approvi ng paynent of expenses fromthe Adm nistrator's Fund.

b. The Oficials-in-Charge of Headquarters O fices and Center Directors
are responsible for requesting use of the Admi nistrator's Fund in
accordance with the procedures in NPG 9050. xx.

c. The Associate Adm nistrator for External Relations is responsible
for reviewi ng and concurring in all requests for use of the
Administrator's Fund involving foreign nationals.

d. The Associate Adm nistrator for Legislative Affairs is responsible
for reviewi ng and concurring in all requests for use of the

Admi nistrator's Fund invol ving Congressi onal representatives or
Congressional staff.

e. The Associate Adm nistrator for Public Affairs is responsible for
reviewi ng and concurring in all requests for use of the Administrator's
Fund invol ving the nedia and guest operations for |aunches.

f. The Associate Adnministrator for Headquarters Operations is
responsi bl e for providing guidance, advice, and resolution of issues
bet ween requesting offices and the Assistant Executive O ficer for the
O fice of the Adm nistrator, Ofice of Headquarters Operations, that
cannot be resol ved ot herwi se.

g. The Ceneral Counsel is responsible for review ng requests for which
the legal propriety of using the Administrator's Fund for the requested
purpose is in question.

h. The Headquarters Accounting Division (located at Goddard Space Fi ght
Center) is the official repository for all official accounting and
financial records for the Adm nistrator's Fund.

6. DELEGATI ON OF AUTHORI TY

Aut hority to approve requests for use of the Administrator's Fund is
del egated to the Associate Deputy Adnministrator, with power for further
del egati on.

7. MEASUREMENTS

None.

8. CANCELLATI ON

NM 9050. 4E, dated May 19, 1994.

/'s/ Daniel S. Goldin



Admi ni strator

ATTACHVENT A: ( TEXT)

Gover nment For s

(URL for Graphic)
None.

DI STRI BUTI ON:
NODI S

This Docunent |s Uncontrolled Wen Printed.
Check the NASA Online Directives Information System (NODI'S) Library
to verify that this is the correct version before use:
http://nodi s. hg. nasa. gov/ Li brary/ Di recti ves/ NASA- W DE/ cont ent s. ht n



Appendix D

Risks Associated with ARC’ s Acquisition of Military Family
Housing (1 G-98-022), dated August 13, 1998



RISKS ASSOCIATED WITH ARC'S
ACQUISITION OF MILITARY FAMILY HOUSING
1G-98-022

Executive Summary

Background

Due to base realignment and closure decisions, Onizuka Air Station, California, is
excessing 693 housing units near Ames Research Center (ARC). Some of this
housing is immediately adjacent to ARC, and some is off-site about a half mile from
ARC (see map in Appendix B). ARC plans to acquire the housing units for two
reasons. First, ARC needs to maintain the adjacent housing as a noise

buffer between the Center's wind tunnels and the surrounding community. Second,
ARC management believes that the low-cost housing would both retain and attract
military tenant organizations to defray the cost of maintaining and operating Moffett
Federal Airfield (MFA). The ARC plan asserts that the housing operation adds no
additional cost to ARC operations and was approved by NASA Headquarters.

Objectives

The overall objective of the audit was to evaluate the operational and financial
benefits of acquiring the Onizuka Air Station housing units. Specifically, we
determined:

whether acquiring the housing units will operationally benefit NASA or ARC,
the estimated financial benefit to NASA of acquiring the housing units,

and the legal and environmental issues that may affect the value of acquiring the
housing units.

Additional details on the objectives, scope, and methodology are in Appendix A.
Results of Audit

ARC management believes that the housing units can be acquired at no cost

and little risk to NASA. However, a cost-benefit study performed for the Navy

that supports ARC's assertion that housing revenue will at least equal the operating
costs does not fully identify and consider all costs associated with the housing. In
addition, ARC has not resolved all legal and environmental issues associated with
the housing. As a result, the planned housing acquisition and operation could incur
additional operational costs for ARC and increase liability for NASA. Leasing the



housing operation to a military resident agency is a key element of ARC's plan. The
resident agency will accept responsibility for activities in the housing areas and
contract with a commercial property management firm to operate the housing. As of
April 1998, ARC had not yet identified a military resident agency for the housing
operation.

Recommendations

This report contains recommendations to help ARC:

ensure that the proposed military family housing operation incurs no cost for
NASA and involves no use of Agency personnel, and

minimize NASA's exposure to potential tort and environmental liability from
continuing the military family housing operation.

Management's Response

Management concurred with all recommendations and will take actions to prevent
the use of NASA resources to operate the military family housing and to minimize
the Agency's exposure to tort and environmental liability. We consider planned
actions responsive to the intent of the recommendations.



Appendix E

Memorandum Regar ding Compliance with the Randolph-
Sheppard Vending Stand Act, dated February 15, 2000



[ Withheld per FOIA exemption 5,5 U.S.S. 8552 (b)(5). ]



Appendix F

NASA Management Response



Reply to Attn of:

National Aeronautics and
Space Administration

Ames Research Center
Moffett Field, CA 94035-1000

J:200-9

TO: NASA Headquarters
Attn: W/Assistant Inspector General for Inspections, Administrative
Investigations, and Assessments

FROM: Acting Director, Center Operations

SUBJECT: Ames Research Center Exchange Activities, G-00-003

In response to your May 31, 2001 Dratft Report, our response to your
recommendations is as follows: .

Recommendation 1: The Center Director should ensure that appropriated funds
are used to pay for official Agency expenditures.

Concur. Ames management will ensure that appropriated funds are used to pay
for official Agency expenditures.

Recommendation 2: The Center Director should mandate that thorough reviews of
Exchange-related Space Act Agreements are conducted to ensure that executed
Space Act agreements comply with all applicable NASA directives, regulations, and
Federal laws.

Concur. The Center will thoroughly review all Exchange-related agreements to
ensure that the executed agreements comply with all applicable NASA directives,
regulations and Federal laws. :

Recommendation 3: The Center Director should continue to ensure that a thorough
review of liability issues associated with the Exchange’s involvement in the
temporary lodging facilities is conducted and that appropriate measures are taken
accordingly.

Concur. The Center Director will continue to ensure that the liability issues
associated with the Exchange's involvement in the temporary lodging facilities are
thoroughly reviewed and that appropriate measures are taken accordingly.

Recommendation 4: The Center Director should ensure that all Exchange contracts
are properly and timely executed in compliance with the NPD 9050.6F, Section 5.2
requirement that the Exchange be operated in a business-like manner.

Concur. The Ames Chief Counse! will review all Exchange contracts prior to their
execution and shall ensure that they are executed in a timely manner.
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Recommendation 5: The Center Director should ensure that the Center, including
the Exchange, observes Department of Education regulations in implementing the
RSA.

Concur. The Ames Exchange, with the advice and guidance of the Ames Chief
Counsel, will comply with “Randolph Sheppard” (20 U.S.C. 107 et seq.) and the
implementing regulations (34 C.F.R. 395, “Vending Facility Program for the Blind on
Federal and Other Property”).

Recommendation 6: The Center Director should notify the State Licensing
Agency and negotiate an appropriate agreement concerning its obligations under
RSA and accurately report its vending income to NASA Headquarters accordingly.

Concur. The Ames Exchange, with the advice and guidance of the Ames Chief
Counsel, will conduct a thorough review of the current status of vending income at
Ames Research Center, along with its associated profits. The Exchange will then
notify the appropriate California agency in order to negotiate a fair agreement
concerning its RSA obligation. The California agency will be notified no later than
October 31, 2001. NASA Headquarters will be informed of the Exchange’s
vending income and compliance with the RSA on an annual basis.

Should you have any questions regarding responses to any of the
recommendations, please contact Katie Garcia at 650.604.5669 or email to

kgarcia@mail.arc.nasa.gov

Thon/as J. Mdyles

cc:
JM/HQ/M.Team
W/Pat Stone/JPL



Appendix G

Report Digribution



Digribution

National Aeronautics and Space Administration (NASA) Officials:

A/Adminigrator

AA/Chief of Staff and White House Liaison
Al/Asociate Deputy Administrator

B/Acting Chief Financid Officer

B/Comptroller

G/Generd Counsdl

H/Associate Administrator for Procurement
JAssociate Adminigtrator for Management Systems
IM/Management Assessment Divison

L/Asociate Adminigrator for Legidative Affairs
P/Acting Associate Adminidirator for Public Affairs
R/Associate Adminigtrator for Aero-Space Technology
NASA Exchange Chairpersons

NASA Advisory Official:

Chairman, NASA Advisory Committee

Non-NASA Federal Organizations and I ndividuals:

Assgtant to the President for Science and Technology Policy
Deputy Associate Director, Energy and Science Division, Office of Management
and Budget
Budget Examiner, Energy Science Division, Office of Management and Budget
Associate Director, Nationa Security and Internationa Affairs Divison,
Generd Accounting Office
Professiond Assgtant, Senate Subcommittee on Science, Technology, and Space

Chairman and Ranking Minority Member of each of the following Congressional
Committees and Subcommittees:

Senate Committee on Appropriations
Senate Subcommittee on VVA-HUD-Independent Agencies
Senate Committee on Commerce, Science and Trangportation



Senate Subcommittee on Science, Technology and Space

Senate Committee on Governmentd Affairs

House Committee on Appropriations

House Subcommittee on VA-HUD-Independent Agencies

House Committee on Government Reform

House Subcommittee on Nationd Security, Internationd Affairs, and Crimind Justice
House Committee on Science

House Subcommittee on Space and Aeronautics

Congressional Member:

Honorable Pete Sessions, U.S. House of Representatives

Public Digtribution:

NASA Office of Ingpector Generd Internet Site:
http://www.hg.nasa.gov/office/oi oyha/inspections/closed.html




NASA Office of Inspector General Reader Survey

The NASA Office of Ingpector Generd has a continuing interest in improving the qudity of our
reports. Could you hep us by completing our reeder survey? Pease mal your completed
questionnaire to the Office of Ingpector Genera, NASA Headquarters, Code W, Room 8778,
Washington, D.C. 20546-0001.

Report: Ames Research Center Exchange Activities, G-00-003

Please circle the appropriate rating for the following statements.

Strongly Strongly
Agree  Agree Neutral Disagree Disagree N/A

1. Thereport was clear and readable 5 4 3 2 1 N/A
2. Thereport was logically organized 5 4 3 2 1 N/A
3. Thereport was concise and to the point 5 4 3 2 1 N/A
4. Thefactswere presented fairly and accurately 5 4 3 2 1 N/A
5. Thereport contained sufficient information to 5 4 3 2 1 N/A

support the finding(s) in abalanced and

objective manner
6. Therecommendation(s) made sense and were 5 4 3 2 1 N/A

relevant
7. Therecommendation(s) were timely 5 4 3 2 1 N/A

Overall, how would you ratethe report?

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

How could we improve the report?

Arethere steps we should have taken, but didn't?

| sthere anything else we should have done differently?




How did you use the report?

Can you suggest any additional (related or unrelated) issues that the NASA Office of
I nspector General should review? (You can also call our anonymous 24-hour Hotline

at 1-800-424-9183)

Additional comments

Your occupation

0 Congressond Staff 0 Media

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

0 Government: Federd: State Locd:

May we contact you about your comments?

Yes No:
Name:
Telephone:

Thank you for completing this survey.



