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Working Capital Fund (WCF)

Background

NASA is in the process of implementing a Working Capital Fund (WCF) in accordance with Congressional approval and direction received with enactment of the FY 2003 Omnibus Appropriations Act on February 20, 2003.  A WCF presents NASA with the unique opportunity to apply best practices from the public and private sectors to improve its organizational performance while reducing operating costs.   

NASA’s WCF Mission Statement is “to establish a revolving fund that promotes economy, efficiency, and accountability with fully reimbursed rates by focusing on streamlining operations, extending resources, measuring performance, and improving customer satisfaction.”  

The WCF is a revolving fund funding mechanism, through which a customer/provider relationship is established.  Under a customer/provider relationship, the NASA WCF, the provider, charges a stabilized rate/price for goods and services furnished to its customers to recoup WCF costs and finance continuing operations.  The customer is the judge of the quality of the goods produced and/or services provided in relation to the amount charged.  Under this relationship, there is a continuing impetus for the WCF to provide quality goods/services at the lowest possible cost, thus benefiting not only NASA but the American taxpayer as well. 

In addition to establishing a customer/provider relationship outlined above, the NASA WCF fully supports NASA’s Full Cost Management, Budgeting and Accounting Initiative.  Consistent with the Full Cost initiative, the WCF concept provides a structure that encourages conservation of resources, cost awareness, performance measurement, and operational efficiency.  Also consistent with the Full Cost initiative, this strategy provides a framework that reinforces NASA’s commitment to improving our procedures for financial planning, reporting, and management.  Although establishment of the WCF will bring about changes in policies and procedures, the organizational reporting structures and relationships that have been established will continue to exist.  

Status

Implementation of a new fund is not easy.  The NASA has never had a WCF, however, the NASA WCF Implementation Team consists of financial management experts that are reviewing, analyzing, and researching areas that will impact the successful establishment of the NASA WCF.  Specifically, the NASA WCF Implementation team members have each chosen one of three areas (sub-teams) in which to concentrate.  One area is policy development.  Since the NASA has never had a WCF, this entailed starting with a blank sheet of paper and required reviewing policies and procedures of WCFs in other Federal agencies, and adapting best practices for NASA use.  A second area is identifying and documenting accounting system requirements. Fortunately, the NASA has implemented the Integrated Financial Management systems, which is an agency-wide system that is adaptable to include the NASA WCF business processes.  The NASA WCF System sub-team is actively working with the Integrated Financial Management Program (IFMP) Competency Center team members to identify and test WCF system requirements.  Our third area is change management.  Implementation of a new concept/funding mechanism such as a WCF requires communication with NASA stakeholders to provide training, publish communication announcements, and ensure change readiness during the transition.  

The NASA WCF Implementation Team has also developed a  “business case” process to evaluate the viability of NASA agency-wide activities as potential candidates.  The business case will help to ensure that candidate organizations understand and can quantify both the risks and benefits associated with transitioning to the NASA WCF, as well as provide NASA WCF management with sufficient information to make an appropriate decision on whether the candidate should ultimately be included in the WCF.

Additionally, the NASA WCF Implementation Team has been working over the past year to identify activities/programs that would benefit from inclusion into the NASA WCF.  For example, initial functional areas and programs under consideration for fiscal years 2004 through 2006 are identified in Exhibit 1 below:

EXHIBIT 1

	Functional Area
	Organization

	Contract Administration Services
	· Scientific and Engineering Workstation Procurement (SEWP) – 4th quarter FY 2004

· Acquisition and Management of Aerospace Fluids

	Payroll Administration
	· WebTADS – FY 2006

	Communication Services
	· NASA ADP Consolidation Center – FY 2006

	Facilities Management
	· Construction of Facilities (CoF) except new construction – FY 2005

	Test Services
	· Wind Tunnels – FY 2005


The first activity to be included in the NASA WCF is the Scientific and Engineering Workstation Procurement (SEWP).  SEWP provides a contractual vehicle for NASA and other agencies to access high-performance information technology products while eliminating redundant contractual efforts by each agency.  SEWP is currently planned to be operational within the NASA WCF in the fourth quarter of FY 2004.  

Next Steps

To continue the energized momentum of the implementation effort and to meet timeline projections, execution of the following actions are planned for the upcoming months:

· finalize policies, procedures, and regulations to support the WCF operating principles;

· train NASA staff and customers on WCF operating principles and terminology;

· continue to identify Agency-wide functions that provide goods and services on a recurring basis for inclusion into the WCF;

· modify candidate review and approval processes based on lessons learned from the SEWP pilot candidate;

· address financial system requirements associated with processing WCF transactions; and,

· submit letter to Congress within 30 days of executing the first candidate in the IFM system to provide an update on the use and status of the NASA WCF.

Conclusion

In summation, the NASA WCF is a fee-for-service operation that will be composed of separate business entities, each of which will operate in a business-like manner.  The economic life of each business entity is contingent upon providing its customers with quality goods and services at equitable prices.  

As a normal reaction to market forces, a WCF business entity will continually assess its operations to search out more effective and efficient operating methods in order to keep and expand its customer base.  The rates/prices charged by a WCF business entity to its customers will be based on a pricing schedule that is established through a rate-setting process that is made known to the customer prior to performance.  The objective of the rate-setting process is to recover the full costs of goods, services, and resources provided to customers with neither a loss nor a gain by the NASA WCF and to provide information to the customer to assist in its resource management.  

The efficiencies and economies inherent in a WCF can be a powerful mechanism to enhance NASA’s ability to use taxpayer dollars wisely.  However, as anxious as NASA is to begin WCF operations, the Agency realizes that a well-run WCF does not just happen; it must first be implemented well.  Accordingly, NASA is taking a deliberative approach to assure that an infrastructure is in place to support the WCF and that WCF applicants and employees fully realize expectations placed upon them.  
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