1.1 Audit Drivers

There are numerous Audit Drivers that will be identified by your organization.  The identification of High Risks at a supplier is the overarching driver for a Quality Survey/Audit.  

Supplier Risks are significant in that systemic supplier risk, if moderate to high, is a leading indicator of future potential near misses, escapes, and/or failures.  There are three (3) categories of Supplier Risks: Integrity Risks, Availability Risks, and Assurance Risks.    Identification of risk, reduction of risk, and attaining general information to assist in managing the risk are the primary drivers for conducting a Supplier Quality Survey/Audit.

The level of visibility NASA has over the supplier assists in determining if a Quality Audit is appropriate and what additional Risk Mitigation Tools will contribute to product quality.  For the purposes of NASA Recommended Survey/Audits visibility into supplier’s Performance includes, but is not limited to: previously known procurements and the if evaluated, performance, on those procurements, if evaluated, changes in performance rating, Receiving Inspection Rejections that were attributed to the Supplier, additional recent audit results (to include available audit results from an external NASA Major Original Equipment Manufacturer or 3rd Party Audits conducted within the last 4 years), known investigation(s) for fraudulent charges or records of fraudulent conduct, and known good performance awards from NASA.  D-1 illustrates how the Risk Level varies dependent on the NASA Supplier Visibility Level.  D-1 also provides suggested Risk Mitigation Procurement Quality Assurance Tools dependent on the Supplier Visibility Level that must be considered when procuring from a supplier. 

D-1 NASA Supplier Visibility Levels, Definitions, and Suggested Risk Mitigation Tools

	Supplier Visibility Level

	Definition
	What Risk Mitigation Tools will assist to alleviate the Risk?
	Risk Level

	No Visibility into Suppliers Performance
	· A Supplier has been selected as a Potential Supplier and may receive a contract from a NASA Center for the 1st time.

· A Supplier is going to be issued a contract vehicle from a NASA Center for the 1st time
	· Ensure Supplier is not Disbarred

· Conduct a Quality Survey

· Conduct a Financial Survey

· Gather pertinent Information about Supplier Performance

· Be thorough and specific in flow down of Quality Requirements (to include source inspections if appropriate)

· Use Source Inspections and/or Delegation if appropriate
	HIGH*

	Little or Unclear Visibility into the Supplier’s Performance
	· The Supplier is on contract but has not recently been audited on Performance or Quality System
	· Ensure Supplier is not Disbarred

· Conduct a Quality Survey

· Conduct a Financial Survey

· Gather pertinent Information about Supplier Performance

· Be thorough and specific in flow down of Quality Requirements (to include source inspections if appropriate)

· Use Source Inspections and/or Delegation if appropriate
	MODERATE*

	Visibility in Supplier’s Performance: Red Rating in NASA’s “Supplier Watch List”
	·  The Supplier has a Current Contract History with NASA and the overall Rating indicates there is high risk with the supplier
	· Use Source Inspections and/or Delegation if appropriate 

· Be thorough and specific in flow down of Quality Requirements (to include source inspections if appropriate)

· Issue Corrective Actions as appropriate and Monitor their closure

· Do not place any additional purchases with supplier unless improvement in performance is illustrated and/or stringent contract management is enforces

· Conduct an Survey/Audit specific to the product that will be provided

· If the NASA Supplier Watch List indicates that schedule is a large factor in the Rating, ensure that there is a plan for a late delivery 
	HIGH

	Visibility in Supplier’s Performance:

Yellow Rating in NASA’s “Supplier Watch List”
	· The Supplier has a Current Contract History with NASA and the overall Rating indicates there is an intermediate risk with the supplier
	· If additional purchases are to be made, use Source Inspections and/or Delegation if appropriate 

· If additional purchases are to be made, be thorough and specific in flow down of Quality Requirements (to include source inspections if appropriate)

· If the supplier has not been audited within the last 2 years, an audit is appropriate

· If the rating is yellow based on one or few products a Process Audit may be the most appropriate type of audit

· If the NASA Supplier Watch List indicates that schedule is a large factor in the Rating, ensure that there is a plan for a late delivery 
	MODERATE

	Visibility in Supplier’s Performance:

Green Rating in NASA’s “Supplier Watch List”
	· The Supplier has a Current Contract History with NASA and the overall Rating indicates there is an intermediate risk with the supplier
	· Use Source Inspections and/or Delegation if appropriate 

· Be thorough and specific in flow down of Quality Requirements (to include source inspections if appropriate)

· Conduct audits at a regular maintenance schedule (approximately every 3-4 years)


	LOW

	Visibility in Supplier’s Performance: Rating Change from Yellow to Red in NASA’s “Supplier Watch List”
	· A change has occurred in “NASA’s Watch List” that has degraded the Rating from Yellow to Red.  The factors for the change are negative and nature.  Some examples for this change include but is not limited to: Results of receiving inspections, results of source inspections, late deliveries, inadequate Quality Management System, and any additional negative Quality related issues


	· If the change has occurred as a result to one or few products, a Process Audit may be most appropriate

· If the change has occurred due to overall quality related issues a Quality System Audit may be most appropriate

· If additional purchases are to be made, use Source Inspections and/or Delegation if appropriate 

· If additional purchases are to be made, be thorough and specific in flow down of Quality Requirements (to include source inspections if appropriate)

· If the NASA Supplier Watch List indicates that schedule is a large factor in the change in Rating, ensure that there is a plan for a late delivery

· If the NASA Supplier Watch List indicates that cost is a large factor in the change in Rating, conduct a financial audit may 
	HIGH*

	Visibility in Supplier’s Performance: Rating Change from Green to Yellow in NASA’s “Supplier Watch List”


	· A change has occurred in “NASA’s Watch List” that has degraded the Rating from Green to Yellow.  The factors for the change are negative in nature.  Some examples for this change include but is not limited to: Results of receiving inspections, results of source inspections, late deliveries, inadequate Quality Management System, and any additional negative Quality related issues
	· If the change has occurred as a result to one or few products, a Process Audit may be most appropriate

· If the change has occurred due to overall quality related issues a Quality System Audit may be most appropriate

· If additional purchases are to be made, use Source Inspections and/or Delegation if appropriate 

· If additional purchases are to be made, be thorough and specific in flow down of Quality Requirements (to include source inspections if appropriate)

· If the NASA Supplier Watch List indicates that schedule is a large factor in the change in Rating, ensure that there is a plan for a late delivery

· If the NASA Supplier Watch List indicates that cost is a large factor in the change in Rating, conduct a financial audit may 
	MODERATE*

	Visibility in Supplier’s Performance: Rating Change from Red to Yellow in NASA’s “Supplier Watch List”


	· A change has occurred in “NASA’s Watch List” that has upgraded the Rating from Red to Yellow.  The factors for the change are positive in nature


	· If additional purchases are to be made, use Source Inspections and/or Delegation if appropriate 

· If additional purchases are to be made, be thorough and specific in flow down of Quality Requirements (to include source inspections if appropriate)

· If the supplier has not been audited within the last 2 years, an audit is appropriate

· If the rating is yellow based on one or few products a Process Audit may be the most appropriate type of audit
	MODERATE

	Visibility in Supplier’s Performance: Rating Change from Yellow to Green in NASA’s “Supplier Watch List”


	· A change has occurred in “NASA’s Watch List” that has upgraded the Rating from Yellow to Green.  The factors for the change are positive in nature
	· Use Source Inspections and/or Delegation if appropriate 

· Be thorough and specific in flow down of Quality Requirements (to include source inspections if appropriate)

· Conduct audits at a regular maintenance schedule (approximately every 3-4 years)


	LOW


D-2 Examples of NASA Visibility Levels 

I have used the same Supplier for 10 years, but they have not been audited in 6 years








 The Supplier Supplier’s Performance Rating recently changed from Yellow to Green




















Examples of NASA Visibility





The Supplier Performance Rating is “Red,” but they are a sole-source supplier. 








Visibility in Supplier’s Performance: Red Rating in NASA’s “Supplier Watch List”





Little or Unclear Visibility into the Supplier’s Performance 





No Visibility into Suppliers Performance





Visibility in Supplier’s Performance:


Yellow Rating in NASA’s “Supplier Watch List”





Visibility in Supplier’s Performance:


Green Rating in NASA’s “Supplier Watch List”





The Supplier is new to NASA and there is no Supplier History available.





Visibility in Supplier’s Performance:


Rating Change from Yellow to Green in NASA’s “Supplier Watch List”








Visibility in Supplier’s Performance: Rating Change from Red to Yellow in NASA’s Supplier Watch List”








Visibility in Supplier’s Performance: Rating Change from Green to Yellow in NASA’s “Supplier Watch List”








Visibility in Supplier’s Performance: Rating Change from Yellow to Red in NASA’s “Supplier Watch List”





Supplier’s Performance Rating recently changed from Red to Yellow 








 The Supplier Performance Rating recently changed from “Green” to “Yellow”





 The Supplier Performance Rating recently changed from “Yellow” to “Red” 





The Supplier Performance Rating is “Green”





The Supplier Performance Rating is “Yellow” 





Visibility Level








