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SUBJECT:
Audit of Statistical Tests for Fiscal Year 2001  Cost and Revenue Analysis – Seattle District                                                                                                                                                                                                                                                                                                                                        (Report Number FF-AR-01-074)

This interim report presents the results of our observation of statistical tests for the fiscal year (FY) 2001 Cost and Revenue Analysis at selected sites in the Seattle District (Project Number 01NA016FF003). 

	
	

	Objective, Scope, and Methodology
	The objective of our audit was to determine whether statistical tests conducted to collect cost, revenue, and volume data were performed in accordance with policies and procedures established by the Postal Service.  To accomplish our objective, we conducted our fieldwork from June 11 through June 14, 2001.  We observed six data collectors performing cost and revenue analysis tests at two stations, one airport mail facility, one vertical improved mail route, one post office and one statistical programs office in this statistically selected district.

Specifically, we judgmentally selected and observed: 

· Eight In-Office Cost System tests.

· Three Revenue Pieces and Weight System tests.

· One Transportation Cost System test.

We interviewed the data collectors performing the selected tests and reviewed the reports of each test provided by district statistical programs officials.  

	
	This audit was conducted from June through August 2001, in accordance with generally accepted government auditing standards, and included such tests of internal controls as were considered necessary under the circumstances.  We discussed our observations and conclusions with management officials and included their comments, where appropriate.

	
	

	Observations
	Generally, the tests were conducted in accordance with policies and procedures established by the Postal Service.   However, we detected the following test errors and internal control weakness during our observations in the Seattle District.



	Test Results
	In-Office Cost System 

On June 13, 2001, we observed that a data collector conducting an off-site employee reading by telephone phrased the questions in a leading manner.  For example, the data collector asked “this employee is not on overtime, right?” and “he’s not on light duty, right?” rather than allowing the supervisor to state the appropriate operation status.  Handbook F-45, In-Office Cost System – Field Operating Instructions, states that the data collector must never influence the response of the person answering the questions.  Because the In-Office Cost System is crucial to the ratemaking process, its data must be as accurate and consistent as possible.

Revenue Pieces and Weight System 

On June 13, 2001, we observed that the data collector arrived at the vertical improved mail route test after the carrier had started sorting the mail  (test ID number 404561).  This condition occurred because the station manager did not provide the correct start time of the route when the statistical programs manager called the day before the test to provide notification as required in Handbook F‑75, Data Collection User’s Guide for Revenue, Volume, and Performance Measurement Systems.  Since all of the mailpieces were not included in the test, this test should have either been rescheduled or notification should have been made of the data problem as prescribed in Handbook F-75. 

	
	As a result, the integrity and accuracy of the data may have been compromised.



	Internal Control Weakness
	Revenue, Pieces and Weight System

Procedures for handling shortpaid mail needed strengthening.  We observed that two data collectors released shortpaid mailpieces after completing the tests instead of taking the mailpieces to the postage due section as required by Handbook F-75.  The data collectors were not aware of the prescribed instructions.   Failure to follow required procedures on shortpaid mail prevents the Postal Service from collecting the correct postage.

These results will be summarized in a report to Postal Service Headquarters for FY 2001 at the conclusion of the audit.  Recommendations will be addressed in our headquarters report.  

We appreciate the cooperation and courtesies provided by your staff during the audit.  If you have any questions, please contact Lori Dillard at (202) 268-8035, or me at (703) 248-2100.

Sheila M. Bruck 

Director, Financial Field Audit

cc:  
Manager, Finance, Western Area 


Manager, Accounting, Western Area 


Manager, Finance, Seattle District


Manager, Statistical Programs, Headquarters

      
John R. Gunnels
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