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Management Advisory Report Number FR-
MA-99-002

This report presents the results of our review of
Administration of the Year 2000 (Y2K) Initiative. We
conducted this review at the request of the Vice President,
Finance, and Controller, to examine the opportunities to
save resources associated with the Y2K initiative.

This is the seventh in a series of Office of Inspector General
(OIG) reports regarding the United States Postal Service
(USPS) Y2K initiative. Four reports addressed the system
aspects of the Y2K initiative. Additional OIG reports
addressed the overall status of Y2K readiness in the USPS
as related in Congressional testimony and contractor
indemnification. This report discusses the management of
the Y2K contracts and the costs associated with these
contracts.

Results in Brief

The review identified that opportunities exist to improve
oversight of the Y2K program. Specifically, we noted that:

- adequate controls were not always in place to monitor
contractor activities;

- information had not always been provided to Integrated
Business Systems Solutions Center personnel to help in
controlling Y2K resources;
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work products provided by contractor personnel were not
always timely or adequate;

- the numbers or expertise of contractor personnel
assigned at various site locations did not always
correspond to the amount of work needed. Additionally,
the layers of contractor managers were unnecessary in
certain instances;

- contractor personnel did not always timely submit
documentation for proper security clearances. In
addition, local Postal management was not always
aware that certain contractor employees had received
security clearances; and

- a Y2K contractor was permitted to deviate from USPS
travel regulations.

We offered USPS management eight suggestions that
provide opportunities to save resources.

Summary of
Management
Response

Management noted that the revised report more accurately
represents the budget, management structure and
responsibilities of the Integrated Business Systems
Solutions organization than the initial draft report. However,
management voiced the opinion that the report did not
reflect the substantial input they provided in writing and in
discussions to the OIG during and subsequent to the initial
release of the draft report.

Despite their concerns, management indicated that they
concurred with and have planned or taken action to address
the eight suggestions in this report. We summarized these
responses in the report and included the full text of the
comments in the Appendix.

Evaluation of
Management
Response

Management’s responses were generally responsive to the
issues raised in the report and the corrective actions
implemented or planned should provide opportunities to
save resources. However, management's reply was not
Responsive to our suggestion to analyze the process of
granting security clearances to contractor personnel to
ensure that security clearances are granted in a timely
manner.
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Background

USPS’s original budget estimate for the entire Y2K initiative
was between $500-670 million. In April-May 1998, an initial
budget of $255 million was developed for FY 1999. In
August of 1998, a zero-based budget of $340-350 million
was developed for FY 1999. The USPS Controller
Approved a budget of $159 million. Based on expenditures
during the first quarter of fiscal year FY 1999, Postal officials
became concerned that total Y2K expenditures for FY 1999
would significantly exceed the budgeted amount. USPS
continues to revise the estimate and funds required on a
monthly basis and stated that this budget will remain fluid
through the year 2000. During our review, USPS
management revised its FY 1999 Y2K budget to

$274 million.

The Y2K problem results from the way computer systems
store and process dates. In many systems, the year 2000
will be indistinguishable from 1900, thereby causing
potential system failure.

In 1998, USPS used automation and information systems to
deliver 198 billion pieces of mail, maintain its nationwide
network of over 38,000 post offices and facilities, and pay its
more than 775,000 career employees. This dependency on
automation makes USPS highly susceptible to the Y2K
problem. As a key element in our nation’s communication
and commerce infrastructure, its preparedness may be
crucial to the nation’s Y2K readiness. Both the private
sector and government may rely on USPS as a contingency
if their systems fail on January 1, 2000.

In 1993, the USPS Vice President for Information Systems
provided guidance for solving the Y2K problem within
USPS. Initially, only one USPS headquarters organization,
Information Systems, was committed to, and engaged in, a
solution even though it was a Postal-wide problem. In 1995,
USPS established a two-person Y2K program office. In
1997, USPS expanded the program office to 12 people and
selected an Executive Program Director, who reported to
the Vice President of Information Systems, to lead, manage,
and report on the Y2K Initiative. During this time, USPS
recognized the scope and complexity of the Y2K challenge,
and hired contractors to assist in managing and correcting
the problem. The status of the Y2K Initiative as of April 30,
1999, was as follows:
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e USPS management identified 141 computer applications
that were severe and/or critical to its operations. USPS
management has certified 131 of 141 (93 percent)
applications as remediated. Management reported that
remediation of 124 of the 131 (88 percent) certified
severe and critical applications has been independently
verified.

e USPS management has certified 251 out of 282 (89
percent) important but not critical applications as
remediated. Out of these applications, 65 out 74 (88
percent) Tier 2A applications were verified as
remediated.

e USPS management has certified 30 of 38 (79 percent)
types of Severe/Critical Mail Processing Equipment as
being Y2K compliant. In addition 835 of 2,269 (37
percent) suppliers critical to USPS have been classified
as either Y2K ready or expected to be ready.

The management of information systems in the field is
organized into business area portfolios. Portfolio managers
serve as functional Chief Information Officers to control
delivery of work performed, issues related to budget, and
assignment of projects to Integrated Business Systems
Solutions Centers.

The Vice President, Information Systems, is accountable to
the USPS Management Committee on all Y2K activities.
The Vice President, Information Systems, established a
Program Management Office responsible for leading,
managing, and reporting on the Y2K initiative. The Program
Management Office periodically provides USPS senior
management briefings on the status of Y2K and submits
reports to the Office of Management and Budget on a
quarterly basis. USPS managers are absolutely
accountable and responsible for completing key Y2K
readiness activities on schedule. The Vice President,
Finance, and Controller, has overall responsibility for
funding the Y2K initiative and controlling the costs.
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Objective, Scope, and The objectives of our review were to determine whether: (1)

Methodology

Y2K resources were properly allocated to ensure that
projects were completed timely and adequately; (2) contract
terms were reasonable and billings were in accordance with
contract terms; and (3) project tasks were necessary for
ensuring Y2K compliance.

We interviewed management and operating officials,
reviewed contract files, analyzed contract information,
obtained system documentation, and reviewed various
management reports relating to Y2K. We conducted our
review from December 1998 through March 1999 in
accordance with the President’s Council on Integrity and
Efficiency, Quality Standards for Inspections. We discussed
our conclusions and observations with appropriate
management officials and included their comments, where
appropriate.

Observations

Contractor Oversight

Y2K contractor oversight needed improvement.
Responsible USPS individuals did not always implement
adequate controls to monitor contractor activities. As a
result, there is a reduced level of assurance that USPS
resources are being expended for valid or necessary tasks
of Y2K projects

Purchasing Manual, Issue 1, Section 6.1.1.c, dated January
31, 1997, states that USPS personnel involved in contract
administration should direct their efforts to meet contract
objectives, including monitoring costs and other activities
intended to ensure compliance with contract terms. Section
6.2.3.a continues that, in addition to appointing
representative (see section 6.1.1.b), the contracting officer
may name one or more representatives to coordinate the
activities of other representatives or to provide technical
direction.

The following issues were brought to our attention during
discussions with USPS personnel:

e USPS headquarters personnel did not task Integrated
Business Systems Solutions Center personnel to
monitor contractor employees’ time and job
assignments;
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e USPS officials did not always monitor the activities of
contractor personnel at USPS and non-USPS facilities to
know which contractor employees were working on what
projects; and

e Integrated Business Systems Solutions Center
personnel were not fully empowered to monitor
contractor employees working on projects for which they
were responsible.

Portfolio managers monitored the contracts by deliverable
milestones. However, monitoring by deliverables did not
always assure that the project was completed in an efficient
manner (i.e., contractor personnel reworked tasks, did not
work on their assigned tasks, or were not fully employed).
To identify contractor employees and ensure the
reasonableness of their time charges to Y2K projects,
USPS implemented the Program Cost Tracking System in
early 1999. This initial step was taken to improve the
monitoring of Y2K contractor charges.

We also found that USPS headquarters and contractor
personnel generated tasks subsequent to the completion of
independent verification. The purpose and necessity of
these tasks were not communicated to Integrated Business
Systems Solutions Center personnel. The following
examples were brought to our attention by USPS
Personnel:

e a contractor generated a list of over 50 questions
requesting documentation not included as part of
certification packages submitted for postage meter
modules. The list was sent to an Integrated Business
Systems Solutions Center manager for completion;
however, the purpose of the questionnaire was not
understood. Other Integrated Business Systems
Solutions Center personnel said their
verification/certification was not adversely affected when
they did not complete the questionnaire. Completion of
the questionnaire required significant contractor and
Integrated Business Systems Solutions Center
employee resources;

e two contractors were requesting similar information on
USPS hardware and software components from
Integrated Business Systems Solutions Center
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employees. In addition, much of the information was
already generated as part of the Y2K initiative. The
unwillingness of the two contractors to cooperate and
share information resulted in additional work for both
contractor and Integrated Business Systems Solutions
Center personnel; and

e acontractor requested Integrated Business Systems
Solutions Center personnel to verify a listing of external
interface files. Integrated Business Systems Solutions
Center personnel identified errors and provided
suggested revisions. However, subsequent contractor
listings were not revised, and the contractor continued to
request that Integrated Business Systems Solutions
Center personnel verify the listing. At the time of our
review, this listing was still not accurate, and Integrated
Business Systems Solutions Center employees are
unsure of its purpose.

Resource Management
Oversight

Integrated Business Systems Solutions Centers provided
resources for remediation of systems to the responsible
portfolio managers. However, Integrated Business Systems
Solutions Center personnel were not always aware of
resource constraints. Although portfolio managers
sometimes shared resource information as a courtesy to the
Integrated Business Systems Solutions Center personnel,
emphasis was not placed on managing the dollar resource
limitations. Consequently, there was a reduced level of
assurance that resources were expended effectively.

Since the portfolio managers were generally not located
where the Y2K remediation occurs, they require input from
the Integrated Business Systems Solutions Center
personnel to better monitor the resources amounts. We
noted that the Integrated Business Systems Solutions
Center is now providing input into the resource process.
These new procedures were needed to provide assurance
that USPS personnel properly manage expenditures to the
budget.

Contractor's Work
Processes

Contractors did not always meet commitment dates for work
products. In addition, the contractors provided information
that sometimes contained errors or was incomplete.
Contractor delays and errors caused contractor or USPS
employees to perform repetitive work. Specifically:



Year 2000 Initiative: Review of Administration FR-MA-99-002

e at one Integrated Business Systems Solutions Center, a
contractor was responsible for performing source code
scans to search for date fields to determine the scope of
work required. In November 1998, the contractor
advised Integrated Business Systems Solutions Center
officials that the source code scans would be performed
at a local contractor facility with completion to take five
days or less. This commitment was not met, and a
month elapsed with little progress. As an alternative, the
contractor attempted to perform manual source code
scans, but the magnitude of the effort prohibited the
contractor from completing the source code scans
timely. Similar situations have occurred with this
contractor that extended the time to complete the code
scan efforts timely and proceed with remediation efforts;

e the delay in the preceding instance caused the target
completion dates for another application to slip
approximately two months. The source code for this
application was provided to the same contractor but was
not scanned at the contractor's facility until one month
later. At that time, the contractor discovered that its
equipment could not read the source code. The
contractor subsequently requested that USPS
employees provide the source code again in an alternate
format. It was not until the third attempt that the
contractor was successful;

e another contractor responsible for performing source
code scans for different applications did not meet
committed completion dates. In one instance, a week
after the agreed upon completion date, the contractor's
lead project coordinator committed to take action to
complete the source code scans. However, the
coordinator started a three-week vacation and, upon
return, the source code scans still were not complete.
The contractor completed the source code scans
approximately two months after scheduled completion;
and,

e the same contractor created and delivered system test
scripts that contained several errors. Integrated
Business Systems Solutions Center personnel returned
the package with comments regarding necessary
corrections. A review of the second package disclosed
that the quality was only marginally better than the first,
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and the test script still was not in a useable format.
Integrated Business Systems Solutions Center
personnel, with other contractor personnel, prepared the
third and final test script to expedite the process of
forwarding it to the independent verification group.

Contractor Personnel
Utilization

Portfolio managers did not always coordinate and/or
communicate with appropriate Integrated Business Systems
Solutions Center personnel prior to placing contractor
personnel at the site. The portfolio managers did not believe
it was necessary to coordinate with the Integrated Business
Systems Solutions Center before sending contractor
personnel to the Centers. However, contractor employees
were sent for specific work assignments at the Integrated
Business Systems Solutions Centers, but the timing or
numbers of personnel assigned did not always correspond
with the existing workload. The placement of contractor
employees at Integrated Business Systems Solutions
Centers without the input of center managers resulted in
unnecessary Y2K contract costs.

The following are examples of this condition:

e Integrated Business Systems Solutions Center
personnel stated that approximately eight contractor
employees were deployed to a site to work on the Y2K
initiative for Postage Meters Systems when only two
employees were needed at that time. The employees
were sent based on the contract schedule rather than
the project progress to date. Since contractor
employees did not live in the vicinity, travel was required.
Integrated Business Systems Solutions Center
personnel eventually coordinated with contractor
management to remove the unnecessary employees;

e a contractor with expertise in COBOL was assigned to
the Y2K initiative for the Centralized Meter Licensing
System applications even though only two programs for
that system were written in that language. This
contractor employee was sent to the Integrated Business
Systems Solutions Center without consulting site
management regarding the criticality of programs or
resource requirements. Integrated Business Systems
Solutions Center personnel coordinated with contractor
management to eventually remove the employee; and
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e during the independent verification process, completion
dates for certain Meter Accounting and Tracking System
tests were extended from mid-January to late February
1999. Headquarters personnel did not communicate this
change to the contractor, resulting in contractor
personnel being placed at the Integrated Business
Systems Solutions Center prior to being needed.

About one year ago, Integrated Business Systems Service
was reorganized into the Integrated Business Systems
Solutions office to include a group of portfolio managers.
These managers were responsible for the systems in each
of the four business areas: mail operations, marketing,
enabler, and finance. The portfolio managers assumed
responsibility for the Y2K project from the Integrated
Business Systems Service Center directors in late 1998 and
early 1999. USPS management stated that Integrated
Business Systems Solutions Center personnel are process,
work product quality, and resource managers for the work
they are assigned. Integrated Business System Solutions
Center management and personnel were not accountable
for the success of the Y2K effort; they were resources
working on Y2K projects along with suppliers selected by
the portfolio managers to work, in some instances, with
Center personnel.

Further, the layers of contractor managers were
unnecessary in certain instances. The use of multiple levels
of management resulted in unnecessary Y2K contract costs.

e the number of Y2K program management contractor
personnel located in Washington, DC, was
disproportionate to the numbers located at field sites.
While the majority of the work is performed at field sites,
159 of the 231 (69 percent).

e Y2K program management contractor personnel were
located in Washington, DC. (See Chart 1 for details.)
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Further, these 159 contract personnel located in
Washington, DC, were responsible only for program level
work to support the business owners and portfolio
managers located at USPS headquarters. (See Chart 2.)
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multiple layers of contractor management were placed
on teams that supported Y2K projects at a Integrated
Business Systems Solutions Center:
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e in one instance we noted that four managers were
directly or indirectly supervising the work of two
employees. (See Figure 1.) Management eliminated
one manager and reassigned another. However, two
levels of management remained to supervise directly or

indirectly the two employees. (See Figure 2.)
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Integrated Business Systems Solutions Center officials
advised that USPS and contractor personnel were working
to consolidate this contractor's managerial responsibilities
with those of another contractor manager.

Contractor Personnel
Clearances

Contractor personnel did not always timely submit
documentation for proper security clearances. In addition,
local Postal management was not always aware that certain
contractor employees had received security clearances.
These personnel were not permitted to access the
Mainframe and, therefore, could not perform certain contract
tasks related to their expertise.

Section 272.311 of Administrative Support Manual 12, dated
June 1998, requires contractor employees to obtain a
clearance from the USPS when those employees have
access to occupied postal facilities and/or to postal
information and resources. Section 272.345 allows
contractor employees who need a sensitive clearance to
gain access to postal facilities as long as documentation
sufficient for a non-sensitive clearance is provided.

Specific issues we noted included:

e as of January 19, 1999, at least 21 Y2K contractor
employees were working without at least an interim
sensitive clearance. This occurred, in some instances,
because the contractor failed to submit the appropriate
documentation timely. These employees started
working as early as June 1998. We also identified nine
contractor employees that had received a clearance but
the local service center did not receive the information.
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In addition, we identified contractor employees that
received interim sensitive clearances up to six months
after being hired; and

e additional contractor employees had been “rolled on”
(hired), worked for 2 to 4 months, and then “rolled off”
(terminated) before receiving an interim or final sensitive
clearance.

Furthermore, without interim sensitive clearances, a risk
exists for security breaches to occur (e.g., unauthorized use
of another contractor employee’s LOGON identification and
password). Additionally, the USPS paid for contractor
employees’ time even though they may not have been fully
productive.

It should be noted that in at least one Integrated Business
Systems Solutions Center, USPS management took action
to remove contractor employees that did not have the
minimum interim security clearance. While this was a
positive step, USPS should disallow payments for contractor
employees without a sensitive security clearance to perform
contractual Y2K tasks. USPS should also find productive
work for contractor personnel to perform while awaiting their
clearances.

Contractor Travel

Certain travel concessions were made for a Y2K contractor
that deviated from USPS regulations. Personnel at various
Integrated Business Systems Solutions Center disclosed
that these concessions affected USPS employee morale
and hurt working relationships.

This contractor was allowed weekly travel home whereas
USPS travel regulations allow one trip home every three
weeks. In addition, USPS negotiated a contract
modification with this contractor that provided for fixed
amounts for certain travel expenses. These include subway
or cab fare without documentation, and a fixed amount for
trips to the airport and car rentals.

USPS needs to consistently apply its procedures with
employees and contractors.
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Suggestions and Management Comments

Suggestion

The Vice President, Information Systems in conjunction with
the Vice President, Purchasing and Materials should:

1. Improve contract management by

e including Integrated Business Systems Solutions
Center management leadership in contractor-
monitoring duties for Y2K projects;

e providing USPS monitoring of all contractor activities,
both at USPS and non-USPS facilities (when
practicable); and

e ensuring that USPS personnel responsible for Y2K
projects continue to evaluate the reasonableness of
contractor employee time charges entered into the
Program Cost Tracking System.

Management
Comment

Contracting Officer's Representatives have provided training
on the contracts and roles, responsibilities, and functions of
contractor monitoring by postal managers at each Integrated
Business System Solution Center. In addition, procedures
for performing detailed analysis and audit of each invoice
have and will continue to ensure reasonableness of time
charged to USPS contracts.

Evaluation of

Management's comments are responsive to our suggestion.

Management

Comments

Suggestion 2. Analyze all post-certification Y2K tasks to ensure that
they are necessary.

Management The Postal Service Program Plan has been reviewed and

Comment approved by the Year 2000 Executive Council and the costs

and the benefits of each planned activity have been
considered to ensure each activity is necessary.
Additionally, USPS management will continue to require
independent verification for applications categorized as
Severe/Critical. Independent verification of Mail Processing
Equipment and other selected Y2K related activities will also
be required.
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Evaluation of
Management
Comments

Management's comments are responsive to our suggestion.

Suggestion

3. ldentify and then obtain reimbursement for rework costs
caused solely by contractor actions, if permitted under
current contract language. Ensure that future contracts
include such language.

Management
Comment

Management stated that they know of no situation, caused
solely by contractor actions, under which excess cost have
been incurred by the Postal Service. In addition, current
contract language contains warranty and liability provisions
for defective workmanship that would allow USPS to seek
consideration from suppliers.

Evaluation of
Management
Comments

Management’s comments are responsive to our suggestion.

Suggestion

4. Improve communication and contractor utilization by

e Allowing Integrated Business Systems Solutions
Center management leadership to coordinate the
timing and numbers of contractors assigned prior to
contractor start dates;

e re-evaluating Y2K resource requirements periodically
based on individual accomplishments and critical
completion dates; and,

e continuing review of contractors' staffing at each site
and implementing a process to terminate excess
resources.

Management
Comment

Responsible USPS managers will continue to be responsible
for determining the timing and numbers of contractor
personnel assigned to projects. Re-evaluation of contractor
resources is on-going based on the task, scope, and nature
of the work. Processes exist to terminate excess contractor
resources.

Evaluation of
Management
Comments

Management's comments are responsive to our suggestion.
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Suggestion 5. Analyze the process for granting security clearances to
contractor personnel to ensure that security clearances
are granted in a timely manner.

Management The Y2K Program Management Office and Integrated

Comment Business Systems Solutions worked with the Inspection

Service to negotiate an agreement that would enable USPS
to quickly obtain skilled Y2K resources without putting
security at risk. Additional full-time resources were obtained
to process Y2K-related clearances.

Evaluation of
Management
Comments

Management’s reply is not responsive. OIG noted that
security clearances were not always timely requested for
contractor personnel. USPS management needs to address
how it will improve the security clearance process to ensure
that contractor personnel provide the necessary information
within acceptable timeframes to allow security clearances to
be processed in a timely manner.

Suggestion

6. Ensure that contractor personnel are performing
productive work while awaiting a security clearance.
Disallow contractor payments for employees without a
sensitive security clearance but who are required to have
a sensitive clearance to complete contractual Y2K tasks.

Management
Comment

Accountable USPS managers are responsible for ensuring
contractor personnel awaiting a security clearance are
performing productive work. Waiver requests have been
processed, without incident, when contractor work was
required to be performed without a sensitive clearance.

Evaluation of

Management's comments are responsive to our suggestion.

Management

Comments

Suggestion 7. Require contracts to follow USPS travel policy.
Management Management replied that travel is a contract term, and as
Comment such is subject to negotiation. However, contractors’

employees are generally required to follow USPS travel
requirements without deviation. In one instance a contractor
was allowed to deviate from standard travel policy for a
period of time while contract terms were being definitized.
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Evaluation of
Management
Comments

Management's comments are responsive to our suggestion.

Suggestion

8. The Vice President, Finance, and Controller, should
continually monitor the Y2K budget to ensure that the
amounts are sufficient and properly allocated among the
various Y2K areas.

Management
Comment

A Financial Management Team working in liaison with the
Information Systems Support Staff regularly monitors and
reviews the status of Year 2000 funding. The Year 2000
Executive Council reviews and makes final decisions on
exceptional funding requests. That same Council also
monitors the Year 2000 budget and makes business
decisions to support success of the initiative.

Evaluation of
Management
Comments

Management's comments are responsive to our suggestion.

We appreciated the cooperation and courtesies provided by
your staffs during the review. If you have any questions,
please contact me at (703) 248-2300.

/ISigned//
Colleen A. McAntee
Assistant Inspector General
for Performance

Attachment

Cc: A. Keith Strange
John Ward
Richard Weirich
Alan B. Kiel
John R. Gunnels
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Major Contributors to
This Report



Year 2000 Initiative: Review of Administration FR-MA-99-002

. Riguart Foamss
Gl T Aaake e O
BersR WicE FREALERT

E LMITERSTATES
POSTAL SERVICE

June T, 19498

Ms. Collaan A, MoAntee

Assistant Inspector General
for Performance

Office of Ingpector General

1735 M. Lynn Street

Arlington, Wi 22209200

- : : Sublect: - Year 2000 Inttlathe: Redlswof Adminlstraton-- - : SRR D
Management Advisony Report Mumber FR-MA-Q3-300

Dear Ms. MoAntes:

| am pleased to provide you our response to the sebject repart. We believe the responsibiliby for
answering e first seven suggesiions lizs with Information Systems. Qur response details
acticnz taken or planned for the eighth suggestion noted in the report.

You suggest the projest management “continually manitor the ¥2K budget ko ensure that the
amounts are sukficient and preperly allocated among the varous 2K argas,”

We agree with this suggesticn and have implemented it We have assigned 3 Financial
Manzagement Tesm headed by kristing Whight to work with the Information Systems Suppert
staff to regularly monitor and review the status of Year 2000 funding. This process includes
cerification of funds, review of Program Cost Tracking System Infarmation, generation of
accruaks and reviews for changes in funding for program activiies, A process for reviewing and
presenting the financial status oFthe project has been developad and i regulady presentded o
the Year 2000 Executive Committes, a8 are requests for sddiienal funds,

The Finance leam believes thare are now sdequate conbrols in place to efestivaly manaoe

the quality and cast of contraetonr vk related 10 the Year 2000 affort. The Year 2009 pragram
lezders from Informstion Systems, Operations and Government Relations fne glearly identified in
the Postal Semice program plan snd orderstand they are respansible and gecaontatbe for Year
2000 coniractor efforts. They continua o work difigenty ta ansura appecpisie oversight iz
mugintained v accampllsh the Year 2000 abjactivas. The Nnance tear asslets them | this affort
throwgh requiar budget raviews and igenous examinalion of plans.

Cif ¥ou fequing sdditianal information will raspect 1 Bls retpanga, ploass contact Kilstine Welght,
“Year 2000 contreller, ot (551) 4051058,

Sinceraly,

Nk o

M, Righard Porras

2FE LTHaHT FLazh S0
Wircimeangs Ll #uetl 5000
2002655272

Sz FONL26H. 35



Year 2000 Initiative: Review of Administration FR-MA-99-002

MHoAkax E. LeacnTE
SN Tnorroass Chrcen
Zerana WoE Presnenm

LINMITER STATES
POSTAL SERVICE

June 10, 18494

bdz. Colleen A, Mcaniee

Assistant nspector General
far Performatncs

Office al Inzspector General

1735 M. Lynn Streat

Arlegben, WA 222080-2020

SUBRIECST: Response o OHF Report Year 2000 Inftiativae: Review of Administration Management
Advisory Report Mumber FE-MA-SS-XXX

Dear s, MoAnies:

Enctozed please ind our respaonse to the subject reper whizh detzils actions taken or planned for
aagh of tha elght suggesticns noted inthe report.

Thank yoaul [or providing the oppostenity 1o meeat wilh yvour siaff on Apdl 28, 1959, to discuss vour
tnitial repart findings, The meeting resulled in a better understanding of some of the issues and
the management siructure of the Year 2900 effort, Alkhough we noted fhat the revised report
mora accuratedy represenis ihe budget, management siructure and responsikilifies of the B85S
argatzatlot, it does not reflect the substential input provided yaur afffice in writing and in
dizcussions during and subszequent to the megting contravening he rapert ohaerealions, While
addilional digcussiona might resalve some of ihe ghsarvations nalad in the report, we baliens
here is greater value in directing gur Sofnrmenis 1o tha spacific suggastions incloded in tha repart.

Adequate contrels have been and continue to be in place o effeciively manages the quality and
cost of confracter work related te the Year 2000 effort. Thea waork saomant laaders klentiffed in
the Postal Service Program Flan 2ra raspansibla and accauntabis for Yeaar 2000 epniragior
efforts 2nd they cortinwe to work, diligently 10 ensurs aoprapriabe avarsight ia maintained a
accomiplish the Year 2000 objectivas.

Witlth respect fo your request e idenlify parions of tha report which ara seempl fraom disclosora
under the Freedom of Infarmatian Sct (FOLA), wa wauld appeeciate having e ocppariumnily o
identify such infarmatian wiian the inal repar is lssued Inevnally. Asdditlonally, we recoranend
that ihe information posted on your wab paga be limited to the repon suggestlons and the FPostal
Service management respansas therato,

If you require addifional infonmation with raspact to this responze, please contact James L.
Solden, Year 2000 Inilialive Exaculive Program Directar, al {TO3) S26. 28848
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Response 1o Sungesticns
In the QIGE
Revigw of Adminisication Menagement Advisory Report

Summary Comments

While the eighf suggestiens in this raport & walid, they lamely describe precesses and
procedures that axisted 25 aary as 1995 Wie baliavs the absarvations it tha repart do not
accurately reflect the sxiant of nanagarment gantnals and manilorng ackivity preaently in place
and fungtioning throwghout thea organizalion. Howavar, 1his raspense addreases only the specific
suggestions in the report.

I arder 1o put our responses (o the suggestions in contest, the llowing brief description of the
prodgrarm organizational structure is pravided:

-

The Integrated Business Systaras Salutipns {IBSS]} crganizatian is comprissd of Portfolios
and rasdaures canlars.

Partfelio Managers represent thelr funclional buslness area vice presldants and are
responslble and astounlable for success of infemation technelogy projecis,

Center managers are supplisn o Pooifalio Managers. They aré procass, work product
quslity, znd resourgs mansgers e work assigned 0 heir centar.

Contraciing Officer’s Reprasantatives (CORS) reprasent Lhe Contracting Officar and ara
respongibe e cenlract aversight and adminestrativa functlons .

Technicat raprasantatives ara deslgnated at the site level to perfarm lecal contractar
adoninestrative Iuhctlons.

Yeaar 2000 repregentatives at each sile are responzible for orgenizational and operational
activitles_

Partfolio Resource Mensgement Analysis ara assigned for partfolie-specific organizalional,
cperationsl, and administrative fonstions.

Respanse to SugpgesHans

1.

fmprove caniract mamagement by:

v IRcfuding Integrated Business Sysfams Solubions Canler iranagemeant feadership
in coniracior-maniforing dities far Y28 projecks;

Responge: Completa. Cantract menitacing dukias are pedonmad by tha postal manager
aecaurtable for the work as detfinad in Yazr 2000 Initiativa program plans. [0 g casa of
Year 2000 prejacts ander Infarmation Systems, e rasponsibla personnel ara the IBSS
Portfalio Managers, not ihe IBS30C Managers.

IB2S Poralic Managers are responsible for monktoring the suppllers performing reraediation
and program'prolect management facilitalion for their perifolio. The manager of the
Indepandent Verlllcation wark segment is responsible for monitoring supplters perdforming v
activilias across Centers and portfellos, The remaining work seament managers maonktor
suppliers supporing their work segments,

"Raard Shows" were held at each of the IB2SC"s by the CORS ko axplaln the condracts, roles
and responstbillies and funetions of the tasking. Inaddilion, contractor leads are required to
provide weaekly status reports (o Portfolio Manzgers a5 well a3 local site managers delalling
the tasks belng worked on and the progress made.

FR-MA-99-002
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»  Providing YSPE meniforing of all comiracior aciivitfes, both at USPE and non-
USPS facilities {whap practicabfel;

Response: Complete. Accounteble postal work segment managers have and will conlinue
o monldor contractor aclivities at USPS faciliies. Addifionally, the Conlracting Cificear,
Cantract Adininistrator, and Contracting Officers Representatives asslaoed to tha contracts
pesforon monikeding frora a proaean level, While if would bBe Idea! for a USPS managar 1 bea
on gite at non-USES faclitles to monitor contraclor aclivitles, this 15 typleally not practicable
givan the number of managers available for such dultes and the location of many conteactor
facilitles. However, we confinue to review work product cutput and (ke contractor employee
time charges enterad into Program Cost Tracking Systermy (PCTS), whether the contractar
employes Is located at a USPS or @ non-LUSFS Facility.

» Ensuring that USPS parsornel responsite for ¥2K profects condinue o evalirafe
{fie regsonataness af ronirsetor emiployae (fme charges entered iRte ihe Frogram
Cost Tracking Syxfem

Response: Complate. We have and Wwill sontinua to narfarm datailad analysis and sudit of
each invoice submillad by the cantraclors 10 engure costs ara raasanabie and appropiataly
reffect time charged B USPS cantracts. Te feeilitate this pracass, aonadtons working an he
Year 2000 Initistive racaed thair time aach wask in the PCTS. Tha responsibla postal
managar to wham gach supptler leasslgned reviews and appraves e e recordad pries b
nveices being paid.

2. Aralyze all fazks parformed subsegiiant (o YZK corflfication i ancure that thay are
necegsary.

Respansa: Complata,  Inmid-19848, the 005 reviewsd our cemification and varificatian
processas antd a3sistad U wilh fiidance with raspect 1 process improvameants. This
quidance has bean incarparatand inks aur pracesses. The Postal Sarvies Pragram Plan has
heen reviewsd and appeoved by he Year 2000 Executive Souncil and the casis aod the
benefits of ach activity have baan considenad to ansung sach activity is necessany. Wa
confinus b fellow iha dafined process for certiflention. Additienally, we contlnue to renglina
indepandant varificalion for appllcations categarlzed as SeversfCritleal.  Independent
Yerificaticn is alsa raguired Tor Mail Processing Equigment and fat other sslected Yaar 2000-
relsted activities,

3. [fdentify and frem obtain reimbursamant for eveess eosts sausad sofely by confrastor
agtions, if permitted undar currant contract fangiage. Ensure that futire conlracts
frefude spch frngozge.

Response: Complete. We know af ne siteatton onder which excess costs have baan
incurrad by the Postal Service caksed sateky by contractyr actlons. Cunrent oonlract
lanouags cantains proveslons for warranty of Inal product and Habillty for defective
waekrmanship thal would sllow oz to seek eonslderation for suppller actions.

4. Irdprove commuiication and contractor ulffization by:
+«  AMowlng IBESC management feadership o coordinate the iming and npmbers of
cantractors assigned prior fo confracior starf dales
v Re-cvalrating Y2K resoirce requirements periogdically hazed an individual
accampiishments and erticef complefion dates, and
¢ Canfinuimg review of e canfractors' staffing at vach site and implarreniing a
process to larmnale excess contractor resolrces

Responsa: Complobe. As noted eadier, responzslble USPS managers maonlor conteactor
perormance throagh the life cycle of Iheir work, This includes hiringfstafiling contractor
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persanngl, diregting thaie wark azsignmants, gontrolling Ihe time hey spend on the efforts
and assessing he qualily of Iha sericas dalivaran.

= Tha agrountable postal managers detemilne thea numbers and skils of persanmel
requited 1o pedanm the work and from whars tha rasacrees will be staffed sansistent wilh
he Year 2000 wark plans.

=  Siaffing reguests delsiling 1ha rumbers snd skils of conirecter perzonne! to be hired Sre
developed and ama appreved by Ihe acsouniable poalal manager,

=  The accgunteble nasal chanagar asigns aach contraglor resgures 1o 8 spacific Year
200 task and ensuras that this is entared into tha LISPS Program Cost Tracking System
(TS for Bime validalion.

*  COTFacloTs provide a8 weekly raport o tha ecoountabls pestel managers detailing the
progress of work baing pedibmned for he Year 2000 affart 22 well 5 1he siatus of specific
coniract deliverablas.

= O g weskly basis, though somatimas mora fraguently, postal managament assesses the
quality and timeliness of suppliar werk apainst agreed upan wark plans, and ihose whe
are nof performing 85 raquired ang rlted aff and raplacsd 85 neaded,

We will continue [o have ihe postal manager whi i accountable for the projecis be
responslble for determining the fliming and numbers of contrackora easigned ko those projecls.,
Re-evalualion of resource requirements, contracior resaurces assigned, and the arganization
af such rescurces i3 mn-gaing besed an the issk, gcops, and neture of werk remaining (o be
performed and we are making adjusiments apprapiataly, Theeais 3 process in place i
terminate excess contracior resaurges.,

5 Analyre tie procass for pranting secuiily cfearanees o sontractar personaal 1o
ensure that securily cloarances aro gianiad it 2 fimely mannar.

RespoRse: Gampiste, The Year 2000 PMO 2nd IBSS worked with the Inspection Servies
2 neoctiste 3 sgrasmeant thal would enable us o et skilled resaurces to wark on Yaar
2000 projects as quickly as poasible without putting securily at résk. The Year 2000 PLO
ohtainad b Tull-tinne rasources to process Year 2000-relaled clearances az a tob prlonly.

6. Ensure frat contractar personimel are perforiitig productive wonk wiilile awasming a
securily clearance. Drsallow condracior paymenids for employess withabt 3 sensiiive
securily clearance but whio are requirad to ave & Sensitive clearatics to compicle
confraciosf ¥2K lasks.

Response: Compleba. The accouniabla USPS manager is reaponsible for enswering
contractor persormsl whe are awaiting a sacocity clearance ana pedonming praclstive work
congistent with the guidancs establichad by the nspaction Service and Infarmation Systems
meznagemeant, We have processed waivar réquests with ha nspection Sarvioe, without
incident, in situalions in swhick we need o have a contrackor working on Yaar 2800 withoul a
sensitive Clearance, When we geant cantraclar parsants] & waiver o infaim clearanes and
proguctive work iz perfermed, we arg obligalsd to péy for waek perfomngd.

7. Regifre contracts fo follow LGRS fravel poffcy.

Rasponsa; Complete. Thare was ong cantractor that was initially awarded a “Latiar
Contract” raguiring dafinitizaticn. The Letter Conttact required travel in acoorsancs with the
F-15 Harmelbook; howsaver, a deviation Lo the travel policy was requesied by the contracter to
altur e weekly feavel hane by theli employees. This was suppartad by the Year 2000
Ioitiative as a necessany one-tne conclliation to be effectve tnlil definltzalon of the
contact. Upon completton of the negallallons the requirerent for travel wiibln the F-15
guidellnes, wilhout deviation, wes reinstated wiih a cost companzon modal approved by
Einance. The cost comparison is submited far each traveler and a review is made by the
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Yeaar 2000 PMG COR audit stall. USPE pays only thase chargss et sre less than oF equal
13 the trgval caste under the F-15. Hawaver, it sheuld be natad that travel iz 3 contract femn
and, &5 such, 15 sublect o negollatlon. Generally, contractors are requirad to camply wif Ihe
F-15 Handbeok guidetinegs.

8. Continually monitor fiie YK budgef (o ansore that fhe amounts are sufficient and
properly ellocated amongg the waripus Y2K areas,

Regponss: On-goitig.  Eadly I 19898 an individeal was assignad by Finamngs i anogversight
gapadity to manidar he budget. Subseguent b the inilial assignmant, Financs assignad 3
Financiai Management Team headed by a Contreldlar working in laizon with Inforngtian
Systems Support stall to requiarly monlior and review the status of Year 2000 funding.
Excaptinreal fuading reguests are mowed throlgh anevaluaton procass b tha Year 200
Executiva Council for final review and decision. The Yoor 2000 Exacalive Soirngil slse
reviews and manilors tha budgat and makes husinase dacisions appropriala i ifg sustess
af fhe iniltatvg.
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Report Synopsis

GENERAL INFORMATION

FR-MA-99-002

REPORT NUMBER: REPORT DATE:
REPORT TITLE:
EVALUATOR-IN-CHARGE: DIRECTOR:

FINDINGS/OBSERVATION

NUMBER OF FINDING/OBSERVATIONS:
NONCURRENCES: Mgmt did not agree.

(Indicate finding/observation headings and numbers)

H wN

RECOMMENDATIONS/SUGGESTIONS

NUMBER OF RECOMMENDATION/SUGGESTIONS:

NONCURRENCES: Mgmt did not agree.

(Indicate recommendation/suggestion headings and numbers)

1.
2.
3.
4.

NUMBER OF CORRECTIVE ACTIONS TAKEN DURING AUDIT:
TOTAL FUNDS PUT TO BETTER USE:

TOTAL QUESTIONED COST:

UNSUPPORTED COST INCLUDED IN QUESTIONED COST:
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Report Summary:

Provided a one to two paragraph summary of the your report. Be sure to identify
purpose, any requestors, results, and whether management concurred with the
observations and suggestions. (Report Title, Report Number and date issued)
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