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SUBJECT: Audit Report1 Color-Coding of Standard Mail and Mail Condition Reporting
at the Albany Processing and Distribution Center
(Report Number NO-AR-10-005)

This report presents the results of our audit of color-coding® Standard Mail® and mail
condition reporting at the Albany Processing and Distribution Center (P&DC), Albany,
NY, by the U.S. Postal Service Office of Inspector General (OIG) Office of Investigation
and Office of Audit (Project Number 10XG014NOO0O0O0). The objective of the audit was to
evaluate internal controls at the Albany P&DC over the color-coding process and mail
counting and reporting. This audit addresses operational risk. See Appendix A for
additional information about this audit.
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! The Postal Service uses a system of color-coding to facilitate timely movement of Standard Mail. The Color-code
process assigns a color to each day of the week.



Color -Coding of Standard Mail and Mail Condition Reporting at the NO-AR-10-005
Albany Processing and Distribution Center

Conclusion

Opportunities exist at the Albany P&DC to improve color coding as well as the counting
and reporting of delayed mail. We found that employees did not:

A Properly color-code 74 percent of the mail containers.

A Properly report delayed mail. For example, count sheets for January 1 through
18, 2010 showed approximately 1.1 million additional mailpieces were not
reported as delayed mail.

A Always accurately report the date of the oldest mail on-hand.

Once proper color-coding procedures were brought to the attention of new management
at the facility, they developed an action plan to ensure employees received color-code
training.

Color -Coding Standard Mail

Of the 415 staged Standard Mail containers reviewed, only 108 (about 26 percent) were
properly color-coded and the remaining 307 were not color-coded in accordance with
policy. Specifically:

A Thirteen containers (about 3 percent) were missing color-code tags.

A Two-hundred ninety-four (about 71 percent) containers were missing the time
and/or date from the tag.

These conditions occurred due to:
A Limited color-code training and awareness of the policy.
A No oversight by the color-code coordinator.
Without accurate color-coding, the Postal Service cannot ensure timely processing,

dispatch and delivery of Standard Mail. Without a date and time on the tag, the Postal
Service cannot determine whether employees processed Standard Mail using the first-in
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first-out (FIFO) method.? Additionally, the Postal Service cannot readily track service
standards and accurately report mail conditions in the web-based Mail Condition
Reporting System (webMCRS). Failure to accurately color-code and date the mail could
also confuse delivery units about when they need to deliver mail. See Appendix B for
our detailed analysis of this topic.

We recommend the Albany District manager:

1. Provide oversight to ensure continuation of color-code training.

2. Direct the district color-code coordinator to conduct periodic color-code reviews.
Mail Condition Reporting

The Albany P&DC was not always accurately reporting delayed mail. During our
observations we found:

A Delayed mail volume was underreported.
A Mail scheduled for delivery was recorded as on-hand, but not delayed.

A The oldest mail date was not accurately reported on the webMCRS reports.

Bringing these matters to the attention of the new plant manager resulted in proper
webMCRS reporting as of January 22, 2010.

These conditions occurred because:

A In-plant support did not provide oversight to employees performing mail counts.

A The counter(s) misinterpreted the policy believing they had until delivery day to
process the mail before reporting it as delayed.

A Management provided incorrect instructions to employees performing webMCRS
input so district, area, and headquarters officials would not know the extent of
the delayed mail problems.

Without properly reporting delayed and on-hand mail volumes, management does not

have the tools necessary to make effective operational decisions. This could also

i mpact customer service wit3eeAppendixdfonogre ment 6 s
detailed analysis of this topic.

We recommend the Albany District manager:

3. Provide mail condition reporting training and oversight to employees.

2 Mail is staged and processed based on order of receipt.
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Management 6s Comment s

Management agreed with the findings and recommendations. During the audit,

management corrected the deficiencies in the processes. In addition, applicable

employees received color-code and mail condition reporting training. See Appendix D

for management 6s comments in their entirety.

Evaluation of Management 6s Comment s
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We appreciate the cooperation and courtesies provided by your staff. If you have any
guestions or need additional information, please contact James L. Ballard, director,
Network Processing, or me at 703-248-2100.

Tt

Robert J. Batta
Deputy Assistant Inspector General
for Mission operations

Attachments

ccC: Patrick R. Donahoe
Steven J. Forte
Jordan M. Small
Timothy C. Haney
Susan M. LaChance
Frank Neri
Mark D. Dahlstrom
Sally K. Haring
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APPENDIX A: ADDITIONAL INFORMATION

BACKGROUND

Based on a January 13, 2010, request from the Chairman of the Committee on
Oversight and Government Reform, we completed a review of New York State pension
check delays. The request concerned the circumstances surrounding the significant
delays in the delivery of pension checks in New York which entered the mail stream on
December 30, 2009, at the Albany P&DC. The request alleged the P&DC misplaced
60,000 pension checks and sent them to other states and the Postal Service only
started delivering them to New York residences on January 11, 2010.

We found the allegation was partially substantiated. While the pension checks were
mistakenly put in the Standard Mail process rather than treated as First-Class Mail
(FCM), the Postal Service started delivering the checks on January 4, 2010. Employees
located and processed the last mishandled tray on January 15, 2010. None of the
misplaced pension checks were originally sent to other states. Additionally, the Postal
Service took immediate action to locate, process, and deliver the pension checks as
well as to expedite replacement checks and send letters to creditors. Our review of the
incident revealed:

A The pension checks were delayed due to poor internal controls.
A Pension checks were subsequently processed and delivered.

A The Postal Service took immediate steps to rectify the problem including
expediting replacement checks and letters to creditors.

Subsequently, we conducted a review of internal controls as they relate to color-coding
mail and mail condition reporting.

The Postal Service uses a system of color coding to facilitate timely movement of
Standard Mail. The color-coding process assigns a color to each day of the week. This
enables easy processing of mail using the FIFO method. Management updated the
color-code policy on June 17, 2008, with an effective date of August 29, 2008. In
December 2008, management made an additional update to the policy clarifying
reporting requirements. The Postal Accountability and Enhancement Act of 2006
requires delivery standards for all classes of mail. While standards have not changed,
the policy maintains the integrity of the color code from processing to delivery. The
service standard for Standard Mail is 37 10 calendar days.

Policies and procedures pertaining to the color-coding system are set forth in
Section 458 of the Postal Operations Manual (POM). The Postal Service is revising the
POM to reflect changes in the new color-code policy.
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In support of the changes to the national color-code policy, management also made

changes to the webMCRS. Categories in the webMCRS such as Plan Failure, Delayed

Processing, and Delayed Dispatch, are no longer reported for Standard Mail. The term

ADel ayed Mai l FI ow for Standard Mail 06 is a ne
has not been processed, finalized, or dispatched from a specific operation or facility to

ensure delivery by the programmed delivery day.

Management updated the national color-code policy to include changes recommended
in prior OIG reports. This is the third report reviewing implementation of the updated
policies.

OBJECTIVE, SCOPE, AND METHODOLOGY

Our objective was to evaluate internal controls at the Albany P&DC over the
color-coding process and mail counting and reporting.

This is the third in a series of audits addressing color-coding and mail reporting at
P&DCs nationwide. We selected the Albany P&DC based on our other work conducted
at the facility.

To determine whether color-coding procedures conformed to the national color-code
policy, we observed the color-coding of Standard Mail at the Albany P&DC during the
week of January 18, 2010. Additionally, we verified the mail count and reviewed count
data put into the webMCRS. We interviewed Postal Service officials and employees and
photographed operations and observed conditions.

We used computer-processed data from the following systems:

A Web Enterprise Information System.
A MCRS.

A Enterprise Data Warehouse.

We did not test controls over these systems. However, we checked the reasonableness
of the data we relied upon by confirming our analysis and results with Postal Service
managers and multiple data sources. We conducted this performance audit from
January through March 2010 in accordance with generally accepted government
auditing standards and included such tests of internal controls as we considered
necessary under the circumstances. Those standards require that we plan and perform
the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objective. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions based on our
audit objective. We discussed our observations and conclusions with management
officials on February 23, 2010, and included their comments where appropriate.
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PRIOR AUDIT COVERAGE

NO-AR-10-005

Report Final Report
Report Title Number Date Report Results

Color-Coding of Standard Malil NO-AR-09-008 August 6, 2009 Opportunities exist for the Santa Clarita

and Mail Condition Reporting at P&DC to improve the color-coding and

the Santa Clarita Processing and reporting of delayed mail to reflect color-

Distribution Center coding and delayed mail reporting
requirements as of August 29, 2008.
Management agreed with the report
recommendations.

Color-Coding of Standard Malil NO-AR-09-006 June 10, 2009 Opportunities exist for the West Palm

and Mail Condition Reporting at Beach P&DC to improve the color-

the West Palm Beach Processing coding and reporting of delayed mail to

and Distribution Center reflect color-coding and delayed mail
reporting requirements as of August 29,
2008. Management agreed with the
report recommendations.

Mail Condition Reporting at NO-AR-08-005 August 5, 2008 There were opportunities to improve

International Service Centers
Capping Report®

mail condition reporting. While reports
were timely, they were often incomplete
and inaccurate. Management agreed
with the report recommendations.

% This capping report summarized the results of four audits on mail condition reporting.
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APPENDIX B: DETAILED ANALYSIS

Color -Coding of Standard Mail

During the week of January 18, 2010, we examined 415 containers of Standard Mail for
compliance with the national color-code policy. We found that only 108 (about 26
percent) were properly color coded and the remaining 307 were not color coded in
accordance with policy. Specifically:

A Thirteen containers (about 3 percent) were missing color-code tags.

A Two-hundred ninety-four containers (about 71 percent) were missing the time
and/or date from the tag.

See Appendix C for a chart of the observations.

lllustration 1:

On Tuesday, January 19,
2010, containers staged in
the Automated Processing
Packag e System area are

missing tags or the time

and date from the tags.

These conditions occurred due to:

A Limited color-code training and awareness of the policy.

A No oversight by the color-code coordinator.

A review of training records indicated Albany P&DC employees had not received the
national color-code training provided through the Postal Employee Development Center.
However, a limited number of employees received one-on-one training from the former
district color-code coordinator. The color-code coordinator was not aware of
responsibilities outside of ordering color-code tags. This information was provided to the
new management at the facility who then developed an action plan to ensure
employees received color-code training.

According to the national color-code policy for Standard Mail, color-coding procedures
provide a guide to help maintain service goals for Standard Mail. All Standard Mail will
be color-coded and Standard Mail without a color-coded tag will be coded the same as
























