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A Message from the
Inspector General

his has been a rewarding period for the United States
Postal Service (USPS), its customers and employees.
Under the leadership of Postmaster General Marvin
Runyon, the Postal Service has mer or exceeded key business

ubjectives for service, financial performance, and wi srkplace

mmprovements. Through their combined effores, the Office of
[nspector General (O1G) and the Inspection Service pro-
vided valuable and timely audit and investigative assistance

tor the ['ost || Service

Today, the Postal Service faces many sienificant chal-
lenges, mcluding issues such as providing universal service
in a competitive market and ensuring a safe and secure
workplace. Despite the efforts of management, violence
in the workplace, unfortunately, con-
tinues to exist. Recent incidents have
undermined employee confidence and
resulted in trauma or the tragic loss of
lite. The entire Postal Sery 1C¢ 1S -]l.'\.'['h
troubled |'\ these events and is nl'('LIH'_:
WS Lo PTEVENT recurrences.

[Through our audit and investiga-
tive eftorts, we are helpimg the Postal
Service address these « hallenges.
Working with our stakeholders, we iden-
titted 10 significant issues tacing the
Postal Serviee, including: workplace
violence, workers” compensation, labor
Imaarageneent Il.'].llll.‘lh. service \ll.ll\l_'['\',
financial management, systems auroma
ton, rate-makimg, electronic commerce,

We are

addressing these issues and, with the

dia inteerity and Year 2000

hiring of additional statt, will provide
areater coverage in future work
We have just completed our first

paLerd b

b operations, hiring experienced,
Jiverse stalt from the private sector, the
Postal Service, and other federal agencies. We are continu-
ing to learn more about the Postal Service. In the past 6
months, we completed our first Five-Year Stratevic Plan and
Annual Performance Plan, which will focus our efforts.

While continuing ro build our organization, we performed

Karla W. Corcoran
Inspector General

*

proactive audit and investigative work and issued reports in
ATCS SLIC [1 a5 \L'.I] .:OO'\_-‘. \'L']I!L |l' manageiment, |ii\_'! e .:I-l“l.".
:L]\ r]'t:\in_u exXpenses, .Illti IMAnAareImnent systems
As an integral part of the OIS mission, the Inspection
Service will continue to assist the OIG in conducting audits
and investigations. In addition, postal inspecrors will con
tinue to perform their traditional role of enforcing over 200
postal-related statutes. During the past 6 months, the
[nspection Service provided imvaluahle
audit and investigative support to the
OIG. The Inspection Service also pre
pared its Five-Year Strategic Plan, which
focuses on m 10 i‘l (818 1| Service OPeTid
tions. Having reached its adjusted com
plement hased on the creation of a new
OIG, the Inspection Service has begun
recruiting and raining new mspectors to
maintain approved statfing levels
[n this period, the OIG Hotline
received over 12,000 inguiries, an aver
age of nearly 93 inquiries per waorkdiy

E\I'l

Also, numerous lerters were rece

trom Members of Congress relarin:
to labor management, core husiness
and information technology  issues

sources o imdormation on |‘|'[l 18181 '.| .I|:-£'.1

These calls and lerters arc

and investigative areas and represent the

voice of our most vialuable customers, the

American public and Postal employees
We

Semiannual Report 1o Congress, which

e excired o present this

highlights significant activities and accomplishments

ol
the OIG and the Inspection Service from October 1, 1997
through March 31, 1998, We have restrucrured the report o

focus on Postal Service's CustomerPerfect! voals: the vorces of

Thl_' Custoimer, l]](' t'II]i"L e, !I']-l rlu- ]'II‘-H]\'“-‘. f“*'||:. M =Sy O



this report fulfills the OIG reporting requirements of the
Inspector General Acr and the Inspection Service require
ments under the Mail Order Consumer Protection Act
During this reporting period, the Inspection Service
performed the majority of our audit and investigative work.
Our combined eftorts resulted in audit reports thart identitied
over $158.2 million in questioned and unsupported costs and
over $16.6 million in funds put to berter use. We also issued
seven management advisory reports, In addition, investiga
tions resulted in the arrests of 5,109 individuals, and 4,387
individuals were convicted on charges from this and prior fis
cal years. Generally, Postal Service management was respon
sive to our recommendations to enhance postal processes
While much of our energy is spent on today’s chal
lenes, we are looking to the future and will continue to ded
icate our resources to higherisk arcas and emerging issues.
We will continue to assist management in strengthening its

processes, reducing costs, and preventing and detecting

il'.HJ-.J, wiste .ll]\l mismanagement

We remain impressed by the dedication; protessional

ism, and commitment of Postal Service management and
employees in assuring Postal Service goals are mer. The suc
Cesses that we have achieved are |]1[|l.\=|1:|l.‘|<' to g team etort
with the Governors, Congress, management, employees, and
the Inspection Service. We would also like 1o thank
Postmaster General Marvin Runyon tor his support o our
new oreanization and wish him contimued success i the
future

We are eager to contribute to improvements in Postal

Jervice operations and excited about Il'\[--'I|-||I|'_' tor hatre

\.}1.|“L']]'-_:\"-.

Karla W. Corcoran
Inspector General
April 30, 1998
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Executive Summary

uring the past 6 months, the Office of Inspector

General (OIG) and Inspection Service continued

their efforts in helping the United States Postal
Service (USPS) achieve its CustomerPerfect! goals. During
this time period USPS reported the following successes:

* Achieved the third highest net income in history
and, for the third straight year, a surplus of more
than $1 hillion;

# Set new on-time performance records for
First Class Mail;

# Delivered mail at the rate of 191 billion pieces
per year to 130 million delivery points;

# Reduced workers' compensation expenses
by $331 million;

# Added new or L'X[HHL'L'L] retail merchandise and
&l sstal store services; and

# Announced a marker test for the first personal
comp lTL‘T’IL[L‘”i.'['llTk‘LI secure postage.

The following highlights the OIG’s and the Inspection
Service's successes in assisting USPS in meecting its
CustomerPerfect! poals: the Voices of the Customer, the
Employee and the Business.

OIG AND INSPECTION
SERVICE ACCOMPLISHMENTS

These are the combined accomplishments of the OIG
and the Inspection Service; the majority of these services

during this period were performed by the Inspection Service.

Voice of the customer:
Helped USPS improve customer satisfaction by:

1) Assessing its performance in providing value
and meeting expectations; and

2) Increasing customer confidence in the use
of the mail.

We serve our customers by:

Listening

# Answered over 12,000 calls to our national toll-
free Hotline; and

# Addressed Congressional inquiries relating to
labor-management, core husiness and information

technology issues.

Responding

# Issued OlG subpoenas for workers” compensation,
conflicts of interest, financial/revenue investigations;

# Targeted suspects involved in the delivery or
distribution of pornographic marterials, and mail
bombs, or in the theft, delay or destruction of mail;

# Seized $5.7 million in cash and other assets relating
to narcotics trafficking and money laundering;

# Arrested 682 suspects on mail fraud charges includ-
ing investment scams, telemarketing fraud, health-
care and insurance-relared fraud, idenrity rakeovers

and other mail fraud schemes; and

*

Analyzed forensic and rechnical evidence to
identify violators of postal starutes.

Voice of the employee:
Helped the USPS improve employee

and organizational effectiveness and ensure
employee safety.

We addressed labor-management 1ssues hy:
Protecting

# Whistleblowers: In response to a report, the
Deputy Postmaster General advised no retaliatory



# Counterfeit Postage Stamps: Detected connterfen

postage stamps created and osed by two firms using

Ut ul\ T COpIers,
Evaluating

# Financial Statement Opinion: Assisted indepen
dent certified public accountant that issued ungual
(V)

itied opinion on FA 7 fiancial statements;
# Year 2000: | |l_'||‘(\'l] LSPS recognize the need ton
additional expertise and corporate-wide mvolve

ISSLSS .IIhi .I\|\||l S8 1|1l \\'.ll _‘OL‘L‘

ment to accurately
challenoes;

* Tray Management: Reviewed an unexpecred
system shurdown and tound thar improvements

were needed to prevent personnel from terminating

the program and disrupting the movement and

OIG agents arrested an individual for theft of OIG

electronic eqguipment staging ot l1].ll| M Processing ]']ilﬂl;

* Renovation: Reviewed a renovanion project in

wction be taken against emplovees making allega

tions to the O

# Inspectors: Independently reviewed the concerns

Chicago and recommended unprovements in
PI'\‘]\'L] management, contractor l‘t'll- IO

and other satety and environmental ssues;

of a postal mspector, who was the subject of an # Vehicle Management: Reviewed this accounting
internal attairs mvestganon; system and recommended strengthenime contraat
#* Emplovees: Investigared 660 assaules or credible management, project management and system
threats against employees and made 257 arrests. SCCUTTTY ATeis;
[nvestigated Y0 robberies committed agams # Advertising Agency Invoices: [dennticd methods
cmployees at postal tacilities, letrer carriers to improve the receipt and examimation of support
and motor vehicle service operators. Fifry-six ing documentation to tully justity payment of
L'[1|.[\|l-\rp- were 1;1\L-\[|-:g.nu[ for narcarics INVOLICes ~|i|"-|1111h'.i |‘\' .u]\'rill*l]u_‘ ACNCIes;
violations; and % Fuel Purchases: Recommended thar aqualiny
* Workplace: Participared in National Threat assurance program be established and tha
Assessment and Crisis Management Teams to improvements are needed for compliance with
issess workplace environments and solutions to the Clean Air Acr,
employee behavioral problems. # Medical Pavments: Found thar additional tinan
cial benefits could be gained by using medical
crror detection software to reduce unwarranted
Voice of the business: charpes for workers” compensation medical
Improved USPS financial self-sufficiency, prevent payments; and
loss of revenue and assets, and reduce costs. » External Fiest Class Measurement System (EXFCO):

Postal Service emplovees dentfied EXF
reporters and test pieces, inan effort to advance

mail to EXFC destinations and thwirt measure

We addressed the voice of the business by:
Ment systen.

Investigating
* Employee Embezzlements: Identitied 386 postal LEGISLATIVE REVIEWS
employees at all levels involved in embezzling i
. 3 A ol Reviewed existing and proposed legislation and regulations
approximarely $3.3 million in postal tunds; R, ;
relating to USPS programs and QLG operations, includimg

LR, 22, the Postal Retorm Act of 1997, and FLR. 25584, the

Health Care Fraud Prosecution Acr of 1997,

# Revenue Deficiencies: [dentified over 517 4
million m revenue deticiencies relating 1o
counterteiting and mail traod;

* Workers’ Compensation Claims: Conducred
workers” compensation fraud investigations, which

l\]t‘ﬂ[l[h'\l NHMmMeErons Vi !1.11 LOIS; .th

*



ORGANIZATIONAL INFRASTRUCTURE We are working in each of these arcas and will conrinue

: to address these issues in future reviews,
Major accomplishments achieved by the OIG and the e e

]Il‘-[‘l_‘l_ r1on f";L'l'\ 1Ce 1 E‘!l]t\ll'll_‘_' .11]\! nuAnagINgy l]lt'l[' arganiza- CHALLENGES FACING THE OIG

ton e lude:

¥ Statt: OIG hired 52 addicional staff for a toral
complement of 161 diverse and ralented team
members. The Inspection Service has reached s
Fiscal Year 2002 rarget levels and has begun hiring
NEW INsPectons;

% Space: Acquired permanent office space tor QOIG
headquarters staft in Rosslyn, Virginia, and tempo-
rary otfice space tor QLGS tour field sires;

* Identitication: lssued official badges and creden-
tals to all OIG employees;

* Technology: Equipped OIG staff with integrated
computer work stations;

# Internet: Established an OIG "home page™ on the
Internet to provide additional information ahout

the ALCNCY,

# Planning: O1G and the Inspection Service individu-
ally published their Five-Year Strategic Plans and
OIG completed its Annual Performance Plan; and

# “Firsts™: Issued the tirst OlG subpoena, made first

JITest, .I]hl Ill‘lil[]]L'\i first conviction.

TOP TEN MANAGEMENT ISSUES
FACING THE POSTAL SERVICE:

As aresult of reaching out to our stakeholders, we identified

the following sienificant issues:

Violence in the Workplace

Congress has repeatedly asked the OIG commuury o
include in the semiannual report those signiticant challenges

tacing OIG management. Our challenges include

# Financial Statement Audit Responsibility: i
Inspector General Act and Dostal Service Tegish
tion are not consistent with respect to timaneiil
statement audit responsibility;

# Volume of Requests: OIG received over 12,000

Hotline and Congressional inquiries primarily

related to labor-management issues. To individually

address each concern from o workforce in excess of

800,000 employees, OIG would need to signifi

cantly increasce its projected staffing
# Hiring: Recruiting additional quality staft; and

# Infrastructure: Developing OIGS management
information, communication and reporting systems,
while continuing to do substantive audits and

mvestigations.

The following sections provide additional details on the
combined accomplishments of OIG and the Inspection

Service during this reporting period.

|.
2. Labor Management Relations DID YOU KNOW?

- Workers" Compensation

. Financial Management

4. Service Deliveny What are the OIG’s “values?”
:I

0. Systems Automation

: ]{:tlr-mnl\m\_‘

8. Electronic Commerce
9. Data Integrity

FAYLY

The OIGs values are teamwork,
leadership, creativity, commu-
nication, and conceptualization,
and are incorporated into a 360-

Y. Year 2000 degree employee evaluation system

nicknamed “TLC.”




OFFICE OF INSPECTOR GENERAL

he Otfice of Inspector General (O1G) was established

as a separate, independent entity within the USPS on

September 30, 1996. Karla Corcoran was sworn in as
the first Inspector General on January 6, 1997, reporting
directly to the USPS Governors. Previously, the Chief Postal
Inspector served as the Inspector General, reporting directly to
the Postmaster General. In order to ensure a seamless transi-
rion between the Inspection Service and the independent
OIG, the Governors approved a designation of functions that
is fully described beginning on page 14,

OIS mission is to:

# Conduct and supervise audits and investigations
relating to the programs and operations of the USPS;
% Promote economy, efficiency, and effectiveness
in the admmistration of, and to prevent and
detect fraud and abuse in, the programs and
operations of the USPS;
# Provide oversight of Inspection Service activities; and
#* Inform the Governors, Postal management, and
Congress about problems and deficiencies relating

to USPS programs and operations.

OIG's purpose is to strengthen and enhance the USPS
through audits, investigations, and consulting services that

\\'I” L'HHlI'il‘lITL' (ER K

# |mproving operations and services;
# Achieving CustomerPerfect!! goals; and

L ['rumu NINE Process, ]'c\llh.n, .ll‘n] L‘lll]‘-lﬂ\'cc Integriey.

This OIG 1s different from other OlGs. Although sim-
ilar to the rest of the OIG community because it provides

independent audit and investigative  coverage of USPS

' CustomerPerfect! is a quality process management system that builds ¢

the Voice of the Employee, and the Voice of the Business

stomer satisfaction and excellence into every process
Service. Its focus is to put into place specific goals, performance targets. and strategies in three broad categories called "voices

Overview

programs and operations, this OIG operates in o different

cnvironment.

% First, OIG faces a significant continuing challenge
hecause 1t lacks personnel and pay systems

% Second, OIG continues to face the challenge of
conducting substantive audits and investigations
while stll devoting a majority of resources to infra
SLrUCtUre issues. _I-}'ll"‘L' ISSHICS 1T lIJ\iL' ATCHS S hoas
hiring 220 team members, acquiring otfice space
and equipment in five locations, and developing
jal 'IlLIL“\ iI.T'IL! proc L'\lﬂ[k"‘ to conform toa unigue
culture.

# Third, the learning curve for this QLG has been
challenging. While the statf has audit and inves
rigative experience, OIG staff need to become
more familiar with USPS. USPS is a complex,
unique organization that employs one of the world's
largest civilian workforces—over 800,000 employ
s, ;md operares tllhll't' d II]l\L'\i h|v|'|[il\' ol govern
ment and business

# Fourth, it will remain an ongoing challenge 1o
inform employees, management, unions, and other
customers about OIG and how it ditfers from the

Inspection Service.

Organizational Structure

[he OIG structure (see chart, p. 7) meets the require
ments of the law and parallels the Postal Service's
CustomerPerfect! structure. OIG s organized into teams 1o
.h_]\]l'i'.‘-h l]lL‘ \..I\IL'CN of l]'l\' Customer; lllt' }'.!II[']"\L'L'; .I1|\| I']lr\'
Business. The Assistant Inspector General (AIG) far

and procedure of the Postal
the Voice of the Customer,




Customer serves the Voice of the Customer, the AIG for
Employee serves the Voice of the Employee, and the AIGs for
Revenue and Cost Containment and Performance serve the
Voice of the Business. The ALG for Strategic Planning and
Quality and the General Counsel o the Inspector General
suppart the entire OIG inits efforts to serve the three voices.

OIG Organization

Inspector
General
Karla
| Corcoran
o e e
AIG for Strategic
General Counse | Planning & Quality
Thomas Coogan Ronald
Merryman
—— | : | . |
AIG(I) for AIGIA} for AlG for =
Revenue & Cost Performance Customer E::”?OIII];F
Containment Colleen Norman B'rlllps;ul‘s
Sylvia Owens McAntee Hancock J | Y

Team descriptions and notable accomplishments are
| I

as follows:

General Counsel

General Counsel Tom Cooegan and the legal staft prc\\'ldu
mdependent and specialized legal advice to the Inspector
General and OIG statt. This ream researches lesal issues,
processes  subpoenas, reviews  legislation,  coordinates
Congressional and external relations, handles Freedom of
Information Act (FOIA) requests, and serves as a liaison
with USPS anc

Department of Justice legal staffs.

Notable Accomplishments

# ssued first OIG subpoena in November 1997:

* Transitioned subpoena authority from Inspection
Service to OIG; and

# DProcessed 430 subpoena requests and 18 FOLA

requests.

Strategic Planning and Quality

[he AIG for Strategic Planning and Quality, Ronald
Merryman, and his team develop and monitor long-range
strategies and quality processes, coordinate internal com-
puter systems and support, provide forensic and technical ser-

vices, and evaluate electronic commerce.

N“Hl I'!]l_‘ ,’\CL‘ill'ﬂ!‘liﬁhl"l]t‘ﬂl’.\

# Completed the Strategic Plan for FYs 1998-2002
and the Annual Performance Plan for FY 1998:

# Established the OlG internet we
(www.uspsoig.gov);
L ll%!.l”t_'d (."IL ;I.\ ]_m'.t] .'\:'t_'.i .\.\_'I\\-_ u]'l\' EI\\ ];

# Developed an awards program for OIG;

Ypage

* Conducted new employee orientation sessions;
# Obrained access to law enforcement databases
from other federal agencies: and

# Qualified all criminal investigators with fircarmes.

Revenue and Cost Containment

The AIG for Revenue and Cost Containment, Sylvia
Owens, fulfills the role of the AIG for Investigations
The Revenue and Cost Containment team performs
investigations, audits, and reviews of contracts, facilities,
revenue generation, revenue protection, and workers'

compensation.

OIG’s vision is a constellation
of talented people making a
difference through teamwork,
service, and innovation. OIG
values teamwork, leadership,
communication, creativity,
and conceptualization.

On January 13, 1998, Inspector General
Karla W. Corcoran recognized members
of the transition team who helped create
the new OIG.



Paostrmaster General Marvin Runyon administered the oath

of office to rwo new OIG employees

Notable Accomplishments

# Made tirst arrest, resulring in conviction;

# Recommended contractor for debarment;

% Facilitated reinstatement of improperly-fired
employee;

# Received search warrant authority from the
Arttorney General;

% Developed profiles of potential areas susceptible ro
embezzlements;

# Developed a long-range marketing plan targering
hich-risk arcas; and

# Developed contract database tor trend analysis.

Performance

The AIG for Performance, Colleen McAntee, serves the role
of the AlG for Audit

reviews, and investigations of programs and operations of the

The Performunce team does audits,
USPS, including developmental and financial statement
matters, to cnsure that program operations are conducted
economically and efficiently, and that financial statements
present fairly the position of the USPS.

Notable Accomplishments

% Informed all employees, through the Postal
Bulletm, that OIG has unrestricted access to all
Jdocuments and records,

# Obrained read-only access to all accounting ind
all Inspection Service systems;

# Provided immediate review of a shurdown ot one
Tray Management Systenn;

# ldentified opportunities tor management to
improve compliance with the Inspecror € ieneral Act
reporting requirements; and

# Partnered with the Inspection Service on year-

L'“Li ||”l'|_]1\|l “'I‘I'\In'\'lid statement l‘i‘l!”\'n .|||\]l|;.
and began transitioning financtal statement work
o O],

*

Customer

The AIG for Customer, Norman Hancock, and his ream pro
vide information and technical assistance to OIG and exter
nal customers, conduct sensitive  investigations, provide
oversight of the Postal Inspection Service, and maintain the
Hotline operation for reporting fraud, waste, abuse, and mis-

manadgement.

Notable Accomplishments

# Handled more that 12,000 inquiries in Hotline;

# Jdenrificd opportuniries for improving Inspection
Service's internal affairs review process,

# Completed sensitive investigations of two high
level otticials;

L ‘}‘L'm'\] investigations involving allegarions of
misconduct by other senior oftic tals; and

* l‘]l " l\hx u‘n\llhlr\: services o management on
vehicle maintenance facility reviews

Employee

The AIG for Employee, Billy Sauls, and his team provide
internal administrative, human resources, and policy sup
port. Also, the team conducts reviews of labor-management

1ssues and Postal information systems.

Notable Accomplishments

# Hired a contracror to screen and pertorm |'f'l'l][11!

nary assessments of candidates for 220 positions;

# Obtained office space for headquarters and three
ficld locations;

# ldentified opportunities to improve planning for
the Year 2000 conversion; and

# Rerained services of expert statistical consulrant to

support OIG projects by designing sampling tech
niques and projecting resules of QLG findings.

Challenges Facing OIG

In the prior semiannual report, OIG identified tour major
challenges—systems development, communications, train
ing, and responsiveness. During this reporting penod, OIG
identified additional challenges—financial statements, abil
itv to address the volume of Hotline and Congressional
requests, hiring talented and qualitied statt in o short time
frame, and managing infrastructure while more than dou

bline staff size. A discussion of these challenges follows:

% System Development and Access: OIG imple
mented interim systems and continues to design
permanent, state-of-the-art management informa-
tion and case manacement systems. In addition to
OIG systems development, OLG is in the process of

obraining full access to all USPS systems



MicHAEL S COUGHLIN
DepuTy POSTMASTER GENERAL

UNITED STATES
POSTAL SERVICE

March 19, 1998

OFFICERS |

SUBJECT: Respecting Employee Rights

facility took action to remove an employee for alleging to the Office of the Inspector General (0IG)
actions on the part of local management in violation of the Code of Ethical Conduct. The
employee's allegations were furthermore reviewed by the supervisor whose behavior was called
into question in the complaint and who concluded, not surprisingly, the allegations were without
merit. A subsequent review of the facts by the OIG substantiated the employee's allegations and
corrective actions are now underway to ensure a fair resolution of this troublesome situation. |

|
A recent incident has been brought to my attention wherein a supervisor at a postal operating |
|

| am advising you of this incident since it illustrates why it is important to reaffirm two statements |
of principle that are so obviously right and to which every postal manager and supervisor are
honor bound to respect, namely:

1. No retaliatory action is to be taken against any postal employee for alleging to the Office
of the Inspector General wrongdoing of any sort within the organization. While this is
specifically written into Section 7(c) of the Inspector General Act, | would expand its
application to include as well similar disclosures to responsible members of USPS
management and the Inspection Service.

2. The integrity of the internal review process must not be compromised in any way through
the direct involvement in it by a postal official with a self-interest in the outcome of the
investigation. This means, among other things, that there will not be a direct reporting
relationship between the investigating, proposing and deciding officials responsible for
acting upon the allegations.

While these statements are surely self-evident to the large majority of postal managers and
supervisors, they need to be continually reaffirmed so long as abuses such as the one cited
above continue to happen. | am therefore counting on each of you to convey the message

embodied in this letter to your managers and supervisors. |

475 LEnFanT Puaza SW
‘Wasimston DC 20260-0050
202-268-2525

Fax: 202-268-4860

As a result of an OIG investigation, Deputy Postrmaster General Michael Coughlin sent this letter to Postal officials
reaffirming employee rights.

*




#* Communications: [ncreasing % Financial Statement Audit

Postal stakeholders’ understand Responsibility: The Inspecton

ine of the OIG oreanization,

General Act and Postal Service leg

mission, role, and responsihilities islation are not consistent with
TCImEaIns uil-l”\_'lv_'.k'. OGS \\'\'L* DOCS the IG “’Ol‘k fOI' the PMG? respedt to finine l|| statement .II|\|||
additional opportunities to meet No, the OIG is independent responsibility. Under the Postal
with customers mid \-\[\l un s 01‘ ["US[HI management. Thﬂ Reorganization Act and the
salssnd missiei. Durnethis Inspector General is appointed Governors' bylaws, the Board of
reporting period, OIG addressed, by, and reports directly to, the Governors is responsible for ensu
among others: nine presidcntially app{)inted ing that the tinancial statements are
Governors of the USPS. audited. The ]|1~}‘u tor Gieneral Acr,
+ The Coordinating however, assigns responsibility for all
Committee of audits to the Inspector Gieneral
LS. Artorneys;
o The National Executive Leadership » Volume of Hotline and Congressional Requests:
Conference: During this reportmg period, OIG received over
» The Postal Security National Revenue 12,000 Hotline and Congressional inquirtes. Many
Assurance Conference; of these requests addressed individual Tabor-man
e The Atro-American Postal League asement concerns. Hotline calls are assessed and
Unired tor Success; rracked for systemic reviews, but o very snuall
» The Nartonal Association ot Postmasters proportion of individual calls resules i aadies or
of the United States Convention; and investivations. To mdividually address each Labo
e The Association of Directors of Investigation. mandeement concern from a workforce i excess of

800,000 employees, OIG w wild need to signih

+ Training: To increase knowledge of Postal opera- cantly increase its projected statting
tions, OIG participated in Postal Forums and
ittended various conterences in areas such as work # Hiring: Hiring statt remains a daunting chal
ers' compensation, labor relations, and electronic lenee, Toassist us in hiring 220 of the brightest
intercepts. OIG also identified some of the con- and the best professionals, OIG has contracted
cerns of its customers through liaison efforts and with a consulting firm. OIG is particularly proud

fraud awareness brietings, All OIG employees
attended o training session on creative problem
solving. The rraming, which reinforced creativiy,
one of OIGS core values, was held on January 13,
1998, in conjunction with the tirst annual O1G
anniversary and recognition ceremony. To further
educare OIG employees, Depury Postmaster
Gieneral Michael Coughlin addressed the group

and discussed the challenges facing the USPS,

Training will remain o continuing challenge as
OIG hires more employees and expands our
wdit and investicative work into more Postal
operations and activities,

Deputy Postmaster
# Responsiveness: Q1018 ¢ mmitted to providing General Michael

] Coughlin addressed
timely and effective Fesponses o the Governors, OIG employeas at
Congress, management, and employees. OIG pro-

vides timely information to the Governors through

the OIG's recogni-

tion ceramaony
monthly reports, and the Postmaster General, Depury
Postmaster Gieneral, and Chiet Operating Otficer

throuch monthly meetings. As QIGS mission

hecomes more widely understood and the number of of the diversity of talent it has already recruired
requests increases, responding e time Iy manner wall 44 percent of statt are minorities and 39 percent
remain o challenwe. are women. Further, QLG staff possess outstanding

*




technical credentials, such as
certified public accounrants, cer-
titied internal auditors, certified
traud examiners, certified infor-
mation systems auditors, certi-
fied cost estimators/ analysts,

and attorneys.

DID YOU KNOW?

What is the OIG’s
primary responsibility?

The primary responsibility of the

on Investigarng TI'.IlI\llllk'H[ III-]I'\ lti

ll.!] \'l.lll]].‘- tor ¢ nnpensation.

# Labor-Management Relations:
With over 800,000 employees, the
1\\‘-!-2] DErvice 1s one of ’l:{' COnn-

try's largest emplovers. Currently,

OIG is to prevent, detect and

the Postal Service has over 100,000

Managing Infrastructure: Most

OIGs were created through com-
bining existing internal audit and
imvestigative functions with oper-

ating infrastructure. This OIG, in

contrast, began with lirerally

nothing but the Inspector General and a vision.
Building systems, acquiring equipment, and devel-
oping policies and procedures has been a monumen-

tal task. At the same rime, customers’ expectations

have to

o met, and the workload continues to

report fraud, waste and program
abuse and to promote efficiency
in the programs and operations

of the USPS,

stathing

recrurment, retention, grievance andd

appeals process, and overall wor

grievances at the regional or

nation i] |\.'\'t'| dwamting .H'l".l!'.l.l:\ 1,

which indicares that lnbor-manase

ment 1'('|.IT|\ s e | I|1I]'lI WEIent
OIG has the e -I_.'I"|.|1\'-_i responsi-

hility for the labor-relations area

.!H\l \\'iH TEVIEW ISSUES SLL |I as \“‘-l.|[‘|lll\.'\ rraming,

\]-]..un r\_'; 1ron-

ships. The Inspection Service will assist OIG in

\.'i.i-

]“L‘T'!.l rming these TEVICWSs as need
increase rapidly. Building an organization while

.

developing hich-quality products thar add value to
the USPS will continue to be a balancing act for at

least the next few vears.

Challenges Facing
Postal Management

Stakeholders, including USPS  management, unions, and
employee/management associations, have helped us o identify

the tollowing challenges:

Labor Management

# Violence in the Workplace: USPS widely

Service delivery is a core business process

acknowledwes concerns about violence in

the workplace. OIG audits and reviews will

tocus on the root causes that may lead o violence, Core Business

and will evaluare ways that USPS michr reduce the L4, . : )
) : # Service Delivery: The timely, accurate, secure, and
potential for incidents of violence o
consistent delivery of USPS products directly
in the workplace. Inspection Service reviews 3 _
affects the use of services by its customers. This 1s
will also concentrate on preventing workplace vio- ) .

o : vital to maintaining and expanding the USPS cus-
lence and will include security reviews of

tomer base and meeting its statutory responsibili-
individual tacilities.

ties. OIG will provide independent assessments in
* Workers' Compensation: The USPS has substan- areas such as consistent and accurare service, cuse
tial workers” compensation future liability cost of use, and access o service. In addinon, the OIG
exceeding $5.1 billion. Total injury-related cash will ussist USPS by providing independent valida-
outlays for fiscal vear 1997 were approximately $562 tion and evaluation of customer surveys and focus

million. OIG etfores will be ¢

irected toward provid- groups. The Inspection Service will continue to

ing management with systemic information to help
reduce the incidence of job-related injuries, ensur-

ing the mnregrity of the entire process, and pertorme-

ing healthcare provider fraud investigations anc

reviews. The Inspection Service will concentrate

tocus on areas such as local and area service audits
nd mail service disruptions, security and integrity
of mail in transit, risk analvses of conditions inside
and outside Postal facilities, deterring mail thett,

and burglary countermensures



% Financial Management USDPS is developing a vari
ety of new initiatives to expand products thar have
growth potential, and to defend products and ser-
vices threatened by competition. OIG will review

new USDPS initiatives and cost management etforts

by providing independent financial analyses anc
reviews to validate the integrity of the dara used in
projections and decision-making processes. In add

OIG will examine the adequacy of internal
controls relating to financial systems and will
review revenue ceneration initiatives. The
[nspection Service will
prepare and issue indi
vidual financial audir
reports o installations
ind district accounting

ottices.

# Systems Automation
Management states that
upgrading facilities and

AULOMALING PrOCesses

with new rechnology

re key ingredients to
the Postal Service's suc

es5 1 COost mu ; -
A% HLE TANALL F October 26

‘nsta

nspectors

ment. OIG will review
propos ils to automate sys-

tems to ensure thar the projected cost savings are

sound and management proposals are based on

proven rec hnol WYL

* Rate-making In a comperitive market, the Postal
Service wants a process for changing prices, prod-
ucts, and service features that 1s both rimely

[he

Service believes its capability to respond quickly

ind
protects the interests of the public Postal
to competitive influences is crucial to its abiliry

to operate in i hreak-even manner. The OIG has

the designated responsibility for the rate-making
1 3 1
rea and will monitor and review the Postal

Service input to the rate-making process

% Electronic Commerce The USPS faces potential
loss of revenue due to increased use of e-mail and
electronic hinancial rransactions instead of First
Class mail. For example, the USPS estimates that
it could lose annual revenues of up to $500 million
with the federal covernment’s switch to electronic
funds transter of pavchecks and benetit payments
.'\\ IMOre CUustomers move to l'|r- ronic cominerce,
Ilu' l\ 155 0f ]‘- stal Service revenues co wld be sub-
[S{RINN

stantial. OIG will evaluate USPS proposals 1o

pensate for lost business and its efforts to

reengineer USPS processes to incorporate ele
tronic commerce into daily operations. OIG will
also review this area, as well as others, tor potential
intrusions into computer systems. Based upon
Postal Service's reengineering efforts with elec
tronic commerce, the Inspection Service is deter

mining i1rs ]-.‘lL 1 |}I|‘- new ]'I-Ilill\'u area

Information Technology

# Data Integrity: Data integrity is key to the success
of the USPS decision-making process. Decision
making has substantial
financial and labor man
agement implications and

miuist be |‘-_i\n! Lpon
sound, reliable dara, QLG
will provide independent
an ll\'\l‘- nd v ||:.|.|||- n of
Lr‘. Jdata elements and
will review the LISPS
mtormation management
.1['|-.| x].|'. 1 PrOCessIng sys
tems.

# Year 2000: The USPS

has identitied o minimum of

1912
411 systems with Year 2000
issues. The USPS estimates that
Year 2000 issues will be addressed in o timely manner and

at a reasonable cost. The OIG will audic USPS eftorts to

ensure o simooth transition to the Year 2000

POSTAL INSPECTION SERVICE
For the the I

[nspection Service has been to preserve the public’s trust in

more than two centuries, role ol ostal

l‘: |'~1_1] SCIrvices .|11-.i |'Z'!-\il_|1 s, [n.i.l'\. Vet _'1\.‘ starures IL'|.1[r-'ﬁ
the ULS. Mal, the LIsPs, .l|'|'.i Postal
enforced by the Postal

Inspection Service. The mission of the Postal Inspecrion

[ Crmes  against

cmployees .I!]'.] CUSTOIMers  are

Service has been retined over the years by Congress, statutes
relared to the U.S. Mail, creation of a separate QG and by
the needs and requirements of the USPS and its customers.

The Postal Inspection Service meets its wide-ranging
responsibilities through a nationwide complement of 4,500
employees, which includes approximately 2,200 Postal
Inspectors, 1,400 uniformed Postal Police Oftficers, and 900
professional support associates. Postal Inspectors and Tostal

"o

carry rirearms.

withority of arrest and 1o

ice Officers have statutory

-[.]ll'llli-_fli 1Ts ;‘.11|'||l'._|| Imvestigations .\|;-.| .||:-.i.|l\-. '.|n

Postal Inspection Service provides a vital service to th
| 1

American ]-|:|‘]|\, as well as a substantial return on the

investment made by the Postal Service.



Organization of the
Postal Inspection

Service
The  Chief  Postal  Inspector,
appointed by the  Postmaster

General in consultation with the
USPS Board of Governors, reports
The

National Headquarters office of the

to the DPostmaster General,
Postal Inspection Service is orga-
nized into functional groups that
report to Deputy Chief Inspectors
for Audit, Criminal Investigations,

Standards
Development,

[.‘Tl PfL'.‘-.\i\‘H:l] \Iﬂ\{

Resource and

Administrative Support. The Postal Inspection Service com-
prises 23 field divisions, which report directly to two Depury
Chief Inspectors tor Field Operations.

Field

Support Groups, and by

supported by five Operations
[-‘n\[ill

offices are
[nspection Service
Forensic Laborarories ar five strategic sites support field
investigations with state-of-the-art technology. Postal
Inspection Service offices are linked nationally via the
Inspection Service Data Base Informarion System, with
on-line connections to the National Law Enforcement
Telecommunications System and the National Crime
Information Center.

Postal Inspectors throughour the United States con-
duct eriminal investigations, perform audits, serve warrants
and subpoenas, make arrests for Postal offenses, and present
evidence to prosecutors for criminal and civil action.
Day and night, Postal Inspectors respond to emergencies
involving Postal crimes, natural disasters, or other problems
affecting the LISPS.

Uniformed Postal Police Officers (PPOs) provide
security around the clock ar Postal facilities where risk, vul-
nerability, and history demonstrate the need for their pres-
ence. PPOs at facility control centers monitor robbery and
burglar alarms o provide protection for Postal employees,
property, and assets. PPOs also escort high-value shipments,
such as Federal Registered mail and Postal remittances.

Postal Inspection Service professional and technical
emplovees, including forensic specialists, program analysts,
financial analysts, and athers, play a vital role in supporting
the audir, criminal investigation, and security functions of
the Postal Inspection Service. They perform a variety of
tasks, including:

# Devels ping and maintaining management svstems;
# Providing forensic examinations of evidence;
# Developing, procuring, and deploying electronic
security and surveillance equipment;
Publishing policy, reports, manuals, handbooks,
and consumer publications;

*

The mission of
the U.S. Postal
Inspection Service
is to ensure the
integrity of the
mail and the Postal
Service by provid-
ing investigative,
security, audit, and preventive
services, and by enforcing
statutes that protect the mail,
Postal employees, customers,
and assets.

# Providing photography, video, and graphics support;

# Providing direct contact with Coneress and
the public; and

# Supplying administrative support

Postal Inspectors nationwide work cooperatively with
the Department of Justice and other federal, state, and local
law enforcement agencies on joint efforts. Postal Inspection
Service expertise is recognized internationally: Inspectors are
assigned to the U.S. National Cenrral Bureau of Interpol in
Washington, D.C., and to Interpol headquarters ar Lyon,
France. The Chief Postal Inspector chairs the Dostal Securiny
Action Group (PSAG) of the Universal Postal Union
(UPU). PSAG has established these priorities:

# [revent customer injuries resulting from dangerous

goods in the mail;

# Prevent the loss or thett of mail entrusted ro world
Postal administrations by customers;

# Prevent revenue and asset losses of world Postal
administrations; and

# Preserve customers' confidence in the mal.

U.S. Postal [nspectors are active members of such

committees as the:

# Securities and Commodities Fraud Working Group;
* Organized Crime Council:
# [nternational Policy Committee of the

International Association of Chiefs of Police:



# Economic Crimes Council;

-

National Health Care Anti-Fraud Association:
Financial Crimes Entorcement Nerwork;

=

% [nrernational Association of Financial

Crimes Investigators;

-

Asser Forfeirure Policy Advisory Group; and
# Nartional Law Enforcement Explorers Committee.

Pastal Inspectors work with the Child Exploitation and
Ohbscenity Section of the Department of Justice and the
Natonal Center for Missing and Exploied Children on
child pornography cases; and with the Standing Working
Parry on Offenses Agamst Minors, an international oreani-
zation sponsored by Interpol.

DESIGNATION OF FUNCTIONS
BETWEEN THE OFFICE OF
INSPECTOR GENERAL AND
THE INSPECTION SERVICE

[he Governors approved a designation of duties and respon-
sihilities between OIG and the Inspection Service. This des
ignation maximizes each organization’s capabilities while
mantaining their legislated roles and responsibilities. The
Jdesignation also provides opportunities for partnering
herween OIG and the Inspection Service. OlG and the
Inspection Service have worked cooperatively to ensure a
smooth transition of responsibilities as OIG increases its
staff. This is evidenced in the jointly developed audic work-
Joad plan for FY 1998, OIG and the Inspection Service will
partner on audits and investigations to enable both organiza-
tions to maximize their capahilities and serengrhs. OGS
long-range goal 15 to assume all desig-

nated functions within a 3-year period.

DID YOU KNOW? °

Audits

Oftice of Inspector General: OlG
comducts all systemic reviews. This be located!
includes  Postal-wide  performance
issues, systems  development  waork,
contract administration, lahor-man-
wement issues, and revenue-generi-

tion initiatives. OIG also reviews new

Where will OIG offices

QOur first five offices will be located
in Rosslyn, VA, Minneapolis, MN,
St. Louis, MO, Dallas, TX, and
San Mateo, CA.

tacilities construction over $10 million; leases, repairs, and
alterations over $1 million; and USPS rate-making process
es. OLG also conducts financial statement audits above the
district level, performs oversight of Inspection Service activ
ities, and coordinates with the Governors-appomnted inde

pendent certified public accountant,

Inspection Service: The Inspection Service conducts per-

formance audits ar the local and area level, pre-award and
post-award contract audits, and financial audits ar the
installation and distrier level T also reviews new facilities
construction under 35 million, and leases, repairs, and

alrerations under $1 million.

Investigations

Office of Inspector General: OlG mvestigares briberies,
kickbacks, conflicts of interest, false claims, and muatters
involving USPS executives. It also conducts service-wide
investigations of the USPS and worker's compensation issues
at the provider level. OIG will conducr or work jointly with
the Inspection Service on significant embezzlement cases
and injury claims arising from allegations ot USPS
negligence. OIG also operates the Hotline tor reporting

Postal crimes, fraud, waste, abuse, and mismanagement

Inspection Service: The Inspection Service 15 respon-
sible for investigating and enforcing over 200 Postal
related federal statures. It strives to keep the mail sate
from attack and to protect Postal employees and USPS
assets. The Inspection Service is responsible tor mvesti-
gating assaults or threats against employees, rohberies and
incidents,

i‘kl]'_‘_{l.ll'l\"\. NArcorics

employee  embezzlements  under
£100,000, false claims, internal and
exrernal thefrs, individual workers'
compensation fraud, mail hombings,
pornography mailings, money laun
dering, and mal traud. [t operates
five forensic and rechnical Taborato
ries, conducts internal attairs invesn
gations of non-executives, and pro-
vides emergency response on cases

involving executives



esignation of Functions

Office of Inspector General*

Financial statements, including:

Overall opinton audits
- Quality reviews of Inspection Service work
Postal-wide performance reviews
Contract audits, except pre-award & post-award audits
Developmental audits

Inspection Service

e Installation & district financial audits

e Area, district, & local performance reviews
o Pre-award & post-award contract audits
e Service investigations

Facility audirs, including:
Facilities construction contracts of 310 million or more
- Right of first choice on contracts between
$3 - 510 million
- l_L'i'l‘!L'f‘ l‘r. ..;'1 H'Il“ll\“ U Inore
- Repair & alterations of $1 mullion or more

¢ Facility audus, including:
- Facilities construction contracts of $3 million or less
- Contracts between $5 - $10 million nor pertormed by O1G

- Leases under $1 million
- Repair & alterations under $1 million

Revenue-tocused audits (international muil)

Investigations

Revenue cases, including:
Bribery, kickbacks, conflicts of interest
- Systemic reviews

® Revenue cases, including:

- Revenue loss derection
- Shares with OIG on revenue task force & other groups

Workers' compensation cases, including:
Program oversight
I‘rm'i\l;-r LSy

® Workers' compensation recipient cases

Tort claims, mcluding:
Serous incldents
- l_llI]"lill\' rl."r‘l s

o Tort claims

Embezlements(conduct/partner on case of $100,000 or more)

e Embezzlements under $100,000

Expenditure cases, including:
- Bribery, kickbacks, and contlicrs of inrerest
Systemic reviews

® Expenditure cases, including:
- Cases referred by OIG
- IMPAC card cases

- Local purchases or procurements

L Mlh|ll\'t.fp.ll'!nr.'r U1 Cases 1:1\'nl\'um CRECHTIVeS

® Emergency responses on cases involving executives

Inspection Service inrernal affairs:
- Executives

® Inspection Service internal affairs:
- Non-executives

® Forensic & technical services

® Forensic & technical services

Internal & external crimes
Employee protection
Security

Fraud & prohibited mailings

Additional OIG work:

® Oversight of the Inspection Service  ® Postal rate-making programs & operations ® Revenue generation ® Labaor
® Intrusion detection

e Electronic commerce @ QLG subpoenas

investigarions, pursiant to the Inspector General Act

OIG has oversight responsibility for Inspection Service tunctions. The Inspector General retains the nght to conduct/partner with the Inspection Service on mudits and

*

Cmanagement



G and the Inspection Service Strategic Plans, FY 1998-

Goals and
Accomplishments

M7

LWL, par:

llel the USPS' Strategic Plan by providing a

structure to support efforts to address the needs of the Voices of the Customer, the Employee, and the Business. USDPS,

OIG, and Inspection Service goal statements are summarized in the chart below.

Goal
Category

Voice of the
Customer

| Voice of the
Employee

Voice of the
Business

USPS Goal
Statement

]['I]["'I'I!\'(' customer
satisfaction by oftering
‘!llpL'I'll'l customer \':lE“L‘
in each market and
CUsTOIMEr segment

thar we rarget.

Improve customer
satisfaction by assessing
USPS performance in
providing customer value
and meeting public
service responsibilities.

Improve OIG customer
satistaction by providing
timely, value-added
services to the
Governors, Postal
management, Congress,
employees, and
CUStOmers.

Improve employee
and organizational
effectiveness by having
the right people in the
nght place with the
r'.\_fhr. tools at the rll_',h‘.
rime to consistently
provide superior
Custoamer \.l]lil_‘ .||1k]
ENSUre i '[l'l'l]'n'['\.'].l]
viability in a dynamic
[ll:irL‘r[

Improve employee

and organizational
effectiveness by assessing
USPS performance in
having the right people
in the right place with
the right tools at the
right time in a quality
workplace environment.

Improve OIG employee
and organizational
effectiveness by building
an organization that
encourages, rewards, and
fosters dedication,
teamwork, excellence,
and productivity.

Improve financial
pertormance to assure
commercial viability as a
service provider tor the
worldwide movement of
messages, merchandise,

and money.

Improve USPS financial
self-sufficiency by
assessing its business
strategies and
performance.

Improve OIG
performance by adopting
the most efficient,
effective, and innovative
business practices.

[HL redse custormer
confidence in the use
of the mail. Improve
Postal Service

pertormance

Ensure employee
satety. Enhance

the Inspection

‘.‘\.L']-\'H £ Wi '11\]'|.|Li
environment to
improve organizational

performance.

Prevent loss of revenue
.I:l\i AsseLs, |{u|l|‘ £ COsts
Improve Inspection
Service technological

L .!]‘.Il"]ll[ 1C5.




*

Efforts are designed to:

* Provide customer value;

* Meet the public’'s expectations; and

* Increase customer confidence in the use
of the mail.

Significant activities during this reporting period included
the following:

HOTLINE INQUIRY VOLUME
CONTINUED TO RISE

OIG's national toll-free hotline number (1-888-USPS-OIG)
is staffed from 7:00 a.m. - 7:00 p.m., Monday through Friday.
Atter hours, a recording refers emergency calls or takes mes-
sages, OIG employees analyze and refer complaints for appro-
priate attention. To increase efficiency and Postal customer
service satistaction, we implemented a caller-directed menu
that allows callers to route their query to the appropriate
office for response.

During the 6-month period ending March 31, 1998,
the OIG Hotline received more than 12,000 inquiries, an
average of nearly 93 inquiries per workday. Of these, 11,249
were telephone calls and 850 were letters or faxes. Nineteen
percent of the telephone inquiries were directly related to
OIG matters, while a much higher percentage of the written
inquiries (69 percent) were related to OlG issues. The bulk
of OlG-related inquiries involved employee and labor-man-
agement issues. Of the remaining inquiries, nearly half were
referred to the Postal Inspection Service, while the rest were
miscellaneous questions about employment information,
mail service, etc.

Threats and any other potentially violent work situa-
tions are routed immediately to the Postal Police Control
Center for action 24 hours a day. During this reporting
period, the Control Center received 72 emergency calls
routed by OIGs Hotline. These calls were evaluated and
immediately forwarded to local area inspectors for appropri-
ate attention. Examples of the allegations referred included a
Postal employee with a rifle displayed in a private vehicle
parked on Postal property, a Postal employee wha threatened
to bring snacks ro work and poison other employees, and an
employee threatened by a customer and ex-convict concern-
ing missing mail.

Matters often come to the attention of OIG which
do not warrant an OIG investigation or audit. In many

VOICe.... cu

of these cases, OIG will request appropriate attention by
Postal management and then review the outcome. OIG 15
very careful to respect the confidences of employee
complaints. These coordinated efforts between OIG and
Postal manage-ment have effected positive results in many
situations. Examples include:

Hotline Helps Resolve Back-Pay Claim

# A former employee contacted the Hotline
rtg;’trding a }‘.ile‘P}'l\l' 1ssLe hL' CI:“I“C\.] To h:l\'i.,' |1CL‘1‘1
trying to resolve since 1986. The former employee
alleged a payment was due him in conjunction
with the settlement of a class action lawsuit. As a
result of the complainant contacting OIG, the
Postal Service General Counsel conducted a
review and determined the former employee was
eligible for a portion of the settlement proceeds. A
check was mailed to the complainant for the
amount he was due.

Hotline Facilitates Pay Adjustment

#* A current employee contacted the Hotline alleging
difficulty in obtaining a pay adjustment. The
employee claimed to be entitled to overtime pay
as a result of an arbitration decision. A review of pay
records by the Postal Service's Finance Office deter-
mined the employee was entitled to a pay adjust-
ment. Subsequently, an adjustment was processed
and included in the employee’s paycheck.

Alleged Property Damage by USPS Corrected
through Call to Hotline

# A caller contacted the Hotline alleging a Postal
facility created warer run-oft, which was creating
property damage to an adjacent individual’s resi-
dence. A site survey was conducted by the Postal
Service to assess the alleged drainage problems. The
survey identitied a potential problem with water
drainage around the faciliry. As a result, the Postal
Service will dig a diversion ditch to prevent any
possible water flow onto the individual’s property.

Hotline Referral Initiated
Executive Investigation

An investigation revealed that a Postal executive had
used his position to influence the initial hiring of a casual
employee with whom he had a personal relationship. [n addi-
tion, it was determined that the executive had influenced




~1|l‘n|’.l|11.![u L'Illi"l\‘\t‘t“ tor assist the L':I.‘-Ilill L‘In]"ill\L'L' 1
obtaining a career status position with USPS. The executive
also [‘1'11\|L|cd oifts, Lm]mim_u financial sSupport,  to the
employee. This case was initiated as a result of an OIG
Haotline referral,

Inquiries from Members of Congress

OIG also received 42 tormal letrers and numerous informal
inquiries and follow-up calls from Members of Congress.

Many of these requests asked OlG o investigate employ-
ment issues relating to an individual or a small group of indi-
viduals. To learn about labor-management  issues, OO
selectively pertormed fact-finding reviews of areas with
numerous complaints, While these individual fact-finding

reviews increased our understanding, OIG does not have the

OIG received numerous inquiries from Members of Congress

resources to evaluate individual labor-management concerns
of a workforce of more than 800,000 employees. Instead,
efforts are focused on systemic reviews, which will be more
beneticial to the USPS and its employees.

Among the requests received was a letter from
Coneressman Dick Armey, Majority Leader, asking OIG to
identify the 10 most stenificant issues tacimg the Postal
Service, OIG's response is discussed in the Overview section

of this report (see pages 5 and 11).

Alert OIG Purchaser Identifies
Contractor’s Pricing Discrepancy

The Postal Service currently has a contract for the
Acquisition of Desktop Extended Processing Technology
(ADEPT). The contract includes an extensive price list for
various pieces of computer equipment and services. OIG

made ptll'd].m'\ from this contract in setting up 1ts orfice.

While making these purchases, statt discovered different

prices imn the contract for the same parts. The different prices
were identified on four sizes of memory chips. Each ditferent
memory chip had a list with a choice of three ditterent prices.
For example, the contract’s price list included $350, $700,
and $800 for the largest chip, although there was no differ

ence in the parts; the |‘l'iLL'~ were ~|1]1|‘|\' listed as sCPAarate line
items under the contract. Based on USPS purchases to date,
516,000 has been refunded. The Postal Service renegotiated

contract prices based on this finding.

Mail Theft Schemes Thwarted
by Postal Inspectors

In many instances, mail is stolen to obtain personal identifi-
cation information, which crimimals then use to traudulently
order checks, credit cards, or other financial mstruments
Cases that illustrated the serious problems associated with

mail thett included:

# Co-owners of a Pennsylvania trucking company
were sentenced in January 1998 i tederal court ton
thett or receipt of stolen mail. The women held vi
ious contracts for over-the-road transport of mail
from facilities in Penmsylvania, Rather than haul
the mail to its destination, they stored it i o tric
tor-trailer parking area. Picesburgh Division Postal
EI!\]‘L‘LN s Tedl ‘\'L‘ll_‘il OVET -[' %:,L\'L\'O |‘i\'\_ s ol [re
dominantly First Class manl, dating as far back as
December 1996, The women were cach sentenced
to 5 months in a work release program, 5 months of
home detention, and 31 months' probacion, and

were ordered to pay restitution of 575,488

# In January 1998, o ramp service agent who worked
for a commuter airline ar Atlanta’s airport was
000

arrested. ]|1~[u_11\~l'- recovered over 100 preces

of opened First Class mail during the investigation

# In February 1998, Postal Inspectars investigating
the rep wted theft of parcels ar the Newark airport
identified 10 suspects for mail thefr. A Postal
customer helped solve the case when his laptop
computer, stolen from an Express Mail shipment,
wis connected to a |\] wne line, and the user tricd

to log on, Postal Inspectors determined thar the

user had been given the laptop as a gift by her

}\\ \\I['u_-|1\|, \\'|'us WS A CArvo agent ar a [\L'\'. I[l‘\

atrline. The boytriend admirted to the thetr and
[nspectors identified nine others, all ground
handling employees ar Newark, as suspects, As o
result of the investigation, the airline dissolved
multimillion-dollar contract with the USPS, and

tederal prosecurion is pending




Organized Crime Involved respectively, and 3 years’ probation each, and were
in Mail Theft ordered to pay a rortal of $234,800 in restitution.

- . , One worked for a realty company, where he
# A joint investization by Postal Inspectors with : )
: G o : o obtained personal and financial information on
agents of the Federal Bureau of Investigation (FBI)
. . customers. He ordered credir cards
and the United Stares Secret . .
S5 in their names, had the cards
Service led ro the imdictment of )
mailed to vacant properties, and

15 Russian gang members in it
] ; 2 ,‘L DID YOU KNOW? LN then recovered and illegally used
New York for Racketeer
Influenced and Corrupt

the cards. Inspectors who execured

: . ; . : el a search warrant on his residence
Organization (RICO) Act viola- Do OIG investigators ha“’;ﬁﬂ! (. | £ ctol
. . 5 : ound numerous picces of stolen
tions, The pang was stealing out- law enforcement authority? : ;

; 6 ) Yes. OIG S Al mail, copies of 286 complerad
soing mail from private . pecial A ; ] .

5 S et ial Agents are credit card applications, 310 hlank
businesses in Manhartan. authorized to carry firearms, ctidie cind splications, ciedic

- dir card : : S, Cred
Members opened more then 150 serve subpoenas, execute search
ik e AT WA dm reports, records of numerous per-
xank accounts in New York, WATT: . arrests. . & 3
TGS LS REKESES sonal identifiers, and fraudulent

New _IL'I'\L‘\', |\«1e!?‘511L‘|1lINL‘| IS, ‘Jillu‘
Maryland, Washington D.C.,
.H'll_I F

corporate checks and used credir card numbers

pieces of identification.

orida to negotiate stolen

Employees Guilty of Mail Theft

obtained from the mail. Losses totaled approxi- # In November, a mail handler ar the Dallas Bulk
mately $1.7 million, Twelve defendants pleaded Mail Center (BMC) was sentenced to 15 months
puilry, two fled to Russia and the last member, who in federal prison for stealing boxes containing
was the protector for the gang, was convicted in blank personal checks and selling them to several
October 1997, The vang was also involved in extor- fences and torgers. Bank and merchant losses
ron, kldn.l[“pmu. and murder-for-hire. attributable o the L‘]l]|‘lt3\l‘t‘ are at least $185,000.
In Fort Lauderdale, Florida, Inspectors arrested a

# Inspectors are developing initiatives with the carrier following an undercover nvestigation.
Departments of Justice and Treasury to disrupt The carrier stole a significant number of checks
Nigerian criminal enterprises. Major initiatives and sold them ar 45 percenr of their face value,
included the development of a comprehensive requesting payment in cash or marijuana (he had
information-sharing nerwork. In October, a previous drug-related arrest). A clerk ar the
Inspectors arrested a Nigerian national in Washington, D.C., Processing and Distribution
St. Petersburg, Florida, who used his employment Center was caught stealing business reply mail for
as a custodian at a children’s hospital to access the enclosed checks. He admitred he had heen
records and obtain personal credit card informarion stealing mail two ro three times a week to support
of over 200 mdividuals. He ordered credit cards in his $100-a-day drug habi
their names and had them mailed ro addresses he
controlled, such as commercial mail receiving # [n October 1997, a Yonkers, New York, Dostal clerk
agencies. Inspectors and local police who identified was arrested by Inspecrors for stealing berween 15
and arrested the man recovered picture identifica- and 20 credit cards a week for the past 6 months to
tons of him from New Jersey, New York, Virginia, support his $600-a-day cocaine habit. At the time
Washingron D.C., Florida, and England. In of his arrest, the employee had 32 stolen credit
December 1997, Inspectors arrested a Nigerian cards in his possession. A police records check
who allegedly was conducting credit card fraud disclosed he was sentenced o lifetime parole in
involving four mail drops. Inspectors who searched 1991 after serving a 15-years-to-life prison rerm
his residence found thousands of computer print- for the criminal sale of a conrrolled substance. He
outs and receipts pertaining to victims, several was returned to prison for parole violation. The
traudulently obrained credir cards and hundreds of clerk was hired in 1992, Follow-up attention is
credit card applications, personal checks, and credit being given to determine why he was hired with
history reports. prison record.

# Two individuals were sentenced in a Maryland # A New Jersey carrier was arrested for stealing husi-
federal court to 52 and 24 months in prison, ness checks and credit cards from the mail. Losses

*




to date roral nearly $300,000. The carrier provided
the checks to a man who was arrested by the FBI
for conspiracy in the World Trade Center bomb-

ings. The man laundered the checks through bank
accounts opened by two brothers, and the money
was allegedly used ro fund rerrorists involved in
the World Trade Center bombings. The brothers
are leaders of a “family” of the “Arabic Mafia”

(a Palestinian group) operating in northern New
Jersey. In February 1998, the brothers were con-
victed after an 8-day trial for theft or receipt of

stolen mail, money laundering and conspiracy.

Mail Bombings Investigated

% On December 10,

Bureau of Alcohol, Tobacco and Firearms and FBI

1997, Inspectors, along with

agents and local police, arrested a Philadelphia man
who had been wanted since 1994 tor planting pipe
bombs, one of which was placed in a Postal
collection box. He also was suspected of mailing
extortion letters, and making terrorist and anti-
Semitic threars against political figures, churches,
schools, day-care centers and government entities.
This self-described neo-Nazi is bemnge held on
charges of arson, ethnic intimidation, terrorist

threats and exrortion.

# On January 22, 1998, the Unabomber suspect
entered a guilty ["lg'.l to federal charges returned
against him in California and New Jersey. This
case was reported in earlier semiannual reports and
received worldwide media artention. The plea will
result in a mandatory sentence of lite without the
possibility of release, a tine of $3.25 million and
restitution for losses caused by his wrongful con-
duct. Any proceeds earned by the defendant for
his writings or interviews will be used as restitution
for victims, If he should withdraw the plea betore
sentencing on May 15, 1998, the indictments

AFaimst T!\L‘ suspect \\'IH }‘1' reinstated, .||n[1-,_' W l'.l'l
the government'’s notice of intent to seek the

death penalry.

# (On February 6, a Santa Ana, California man was
critically injured after opening a Priority Mail
package intended for his roommate. Inspectors
quickly identified a suspect and arrested him the
next day. The suspected bomber was indicted by a
federal grand jury on March 24 on charges relared
to the mailing of this explosive device. The victim
was in critical condition, and the suspect was held

without bond pending trial.

# On March 26, 1998, a man already serving a lite

sentence for rape and murder was sentenced to 51

years and 10 months’ imprisonment for mailing a

letter bomb in October 1995 from prison to a fed

eral judge in Chicago who had denied his appeal

On March 27, a man was sentenced to 8 years in

prison for mailing bomb threats ro the Carterville,

Ilinois Post Office, the federal courthouse in

Benton, llinois, a US, District Court judge, and

32 others in the Southern District of Hlinois. Alert

I stal L'll1i"ll wees at the

s Marion, Hlinois Post Office

identified the man after receiving a notice from

Postal Inspectors to be on the lookour tor certain

distincrive mailings
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Mail Used lllegally to Distribute Child
Pornography and Sexually-Oriented

Advertisements

The Inspection Service has a significant role in investiga

tions involving child pornography trafficking and the disrup

tion of the sexual abuse of children

In December 1997,

Artorney General Janet Reno and the president of the

*



National Center for Missing & Exploited Children sent
letters to the Inspection Service expressing their apprecia-
tion of its work. (See letter from Attorney General, right)

# A Florida man was sentenced to 10 years in prison
and 3 years' probation after Postal Inspectors
proved he had enticed juvenile females to perform
sex acts with an adult male in child pornography
movies he produced and mailed. The children were
offered $20 a minute to perform the acts.

# A high school psychologist, who used the mail
to distribute child pornography, was sentenced
in a Harrisburg, Pennsylvania, federal court to
18 months in prison and 2 years' probation, and
was fined $1,000. He will serve his federal sentence
following the 2 1/2 to 7-year state sentence he
received for molesting his stepson.

# The tormer principal of a Macon, Georgia,
elementary school and his co-defendant, a former
assistant superintendent, were sentenced to 37 and

2 months” imprisonment, respectively, and 3 years'
probation each. The men were also ordered to for-
feit their home, car and the video equipment used

to record their sexual molestation of young boys.

Narcotics Arrests Yielded
Significant Seizures

Office of the Attarney Genernl
Washingten B € 20530

Dprmrigr 18, 1007

The Honorabie Manan Fumon
Postrmaster Genoral
Washington, DC 20260

Dwar Wi, Postmastes Gonernl.

| wrle to express my SUpPON and appreceaton for the eforns of (he Lirdoo Siates Poctal Sspecion
Sarvica 1 protecting bath the chilren of tis Naton and tre chilkden of other courtnes Since the
passage of the Protection of Chiliren Agains! Sexua Exploffation Act of 1977 fhe Ui States
Postal Senice has vig W thousands of i i Fave usad e
Urited States mai to dstioute or recehe child pormograpity In macy rilancos, had  not Dean 1o
tha tiresass dedication of indeadual poetsl inepectors, numerous offenders who not onk rafckedd i
chivl pomograpity, bul who aiso sexuslly abusad chidmn, would have rever bean rought 1o
justice

The Posta S has GHDOrIES I child Domograpdly Kvesh
ganons from which taderal prsacutors contrualy benefit. The aipost was domonatiated «
“Prgect Special Defvery,” the ocontinuing nationwite rmesbgatyve and prosecuise pregram oo
tagred 1o chenitity and prossecute indseduals using 1he mal io tafic rchid pormography, in i
ivesstigation, the Postal Inspection Sendca nat only dismantied a magon commascial mai oo

ot cnikd px bt alsa app more than 125 customees who chose o
necae child pomegrapty. To date, this investigaton has esultad 1 aporeamataly 15 corvctons,
nciudng seven guity vardicts obtained ai the conclusion of federal trals. This prossct s
raaffirmad the high level of cooparation whoh eests hetween your chiln pomography postal o
spector spociaiists and Departrment of Justion attorneys from both 1he Chid Explofation and
Obscenity Sectior and Unsed States Attormeys' Offices.

A iy [ s, (e Postal inspection Senvice phiya & pheotal i 0 ensuring thal oo nationa mak
ayatem & not used by those who seak 1o wetimize children, our mos! precous a0 elonGckess
mambars of society. Sucoess in Ths roles fosters the publc's st n the Uinted States mad and
sench B strong signal 1o potantia offanders Iral ne method of tafickryg in chld pomaogranhy wil
b ignored by feoeral law enforcemant authomias.

With the recent enactment of additional s:atutes ana enhancec panalties lor chid capiodabon
offenses, the Deparment of Justice ook forwerd to fulles peojacts with the Uinifled States Poatal
Inspaction Senace engned wih this common goal of slimnating child sesunl Bxaotation anit
abuse. Lel me wish you continued SUCCeSS 0 your offtrts 10 anlorma fhese very IMporant imws and
offer tha Department’s continsad support koward that snd

Scmiwly,

e

Jaret Aenc

Attorney General Janet Reno wrote this letter to
Postmaster General Marvin Runyon in December 1997,

commending the U.5. Postal Inspection Service for its work
Postal Inspectors, working with other law enforcement agen- in protecting child pornography investigations: "Had it not
| been for the tireless dedication of individual postal inspec-
B ; ) : tors, numerous offenders who not only trafficked in child
trafficking drugs and laundering drug money via the mail. pornography, but who also sexually abused children, would

cies, arrested 834 individuals during this reporting period for

Seizures of contraband narcotics from the mail during this
period included 6,900 pounds of drugs and $5.7 million.
Narcotics cases included:

# St. Louis Division Postal Inspecrors and local law
enforcement arrested seven suspects incident to a
controlled delivery of an Express Mail parcel con-
raining methamphetamines. Forty-one firearms
were seized at the time of the arrests. In December
1997, San Diego and Indianapolis Postal Inspectors
arrested a suspect on charges of mailing 30 Express
Mail parcels containing methampheramines.
Inspectors previously arrested the individuals who
had received the parcels.

#* An indictment was unsealed in Montgomery,
Alabama, accusing 15 suspects of distributing
cocaine via the mail from the Virgin Islands.

The group allegedly used Express Mail to ship the
drugs to the United States. Nine of the 15 suspects
were arrested in the Virgin Islands, four more were

have never been brought to light...the Postal Inspection
Service plays a pivotal role in ensuring that our national
mail system is not used by those who seek to victimize
children...”

arrested in Alabama and Georgia, and rtwo remain
at large. Another suspect was arrested in
Montgomery for laundering drug proceeds through
a car dealership he owns. Seizures included over
$1.3 million in cash, a grocery store, a trucking
business, a beauty salon, several vehicles, a boar,
two kilos of cocaine, and firearms.

#* A man was sentenced 1o 35 years in an Indiana
prison for trafficking cocaine via Express Mail.
He was previously arrested numerous times in New
York on charges related ro narcorics distribution
and will be extradited ro New York ro face charges
of attempted murder of a police officer. In another
case, a Mississippi man was sentenced to life in
federal prison for using the mail to traffic in crack
cocaine. It was his third telony conviction. Two




of his accomplices were sen- # Two men were charged wirh

DID YOU KNOW?

tenced to prison terms of 105 mail fraud and other erimes after

months and 87 months, respec- it was disclosed they acquired

tively. In Charlotte, North If the OIG is the USPS approximarely $7 million by

Carolina, o man was sentenced providing aliens with counterfeit

o 12 1/2 | “Watchdog,” who watches I IN |

L B L Vears In prison an mimigration an Aturahization

! /& Yyeals I prisc ¢ over the OIG? GLEvs . N

5 years’ probartion and his Cons el Oversiht Service documents and U5,
gress ersig

co-detendant was senrenced visas to gain residency status,

Committees, the General
Accounting Office, the President’s
Council on Integrity and Efficiency
Integrity Committee, and peer
reviews by other OlGs ensure OIG
performance and integrity.

to 10 years m prison and [he duped aliens paid from

5 years' probation for selling $10,000 to $12,000 each tor the
over one kilo of crack cocaine fauke documents. Three of the
via the mail. men’s associates have already
pleaded guilty to charges related
# A multi-agency investization tor the scheme, and another was
in West Virginia resulted in sentenced to 30 months in prison
the indictment ot 41 individu- and 2 years' supervised release.
als nattonwide tor the distribu-

tion of marijuana by Express Mail and other # The president of o New York company pleaded
means. The proceeds were sent via Postal money euilty to three securities frauds in which vicrims
orders and wire transters. Twenty-tive of the 41 lost an estimated 515 million. Twelve athers in

individuals indicted were arrested in Ocrober in the case were arrested. Postal Inspectors arrested

New York, California, West Virginia, and
Jamaica. The individual believed to be the orga-
nizer of the operation and a bodyguard tor his
Jamaican drug gang was sentenced on March 18,

1998, to 33 years and 9 months in prison and 5

years' \'upur\'i\'ud ['L']L‘:1.~'L'.

On December 29, 1997, Chicago Division
[nspectors arrested an individual who received an
Express Mail parcel trom Thailand. The parcel
contained tour elephant statues, cach filled with
approximately 500 grams of heroin.

In two parcel interdictions, one in November 1997
and another in March 1995, Inspectors in Los
Angeles seized 807 pounds of marijuana and
$709,211. Inspectors in New York coordinared
their eftorts with Inspecrors in Los Angeles to con-
duct two other mass interdictions, seizing a roral of

117 parcels containing 898 pounds of marijuana.

the president of a Southern California tirm. The
company acted as a third-party administrator tor
customers who wished to make their own invest-
ment decisions on individual retirement accounts
(IRAs). Clients’ assets were pooled in money mar-
ket accounts, and allegedly the president misappro-
priated $11.4 million of the clients” funds.

A tormer staft attorney of the Securities and
Exchange Commission's (SEC) Otfice of
Enforcement was sentenced in January to 18
months in prison. An imvestigation disclosed
that, after 7 years at the SEC, the attorney lefr
to join a company he was investigating o help
its two principals manipulare the stock price of

a publicly-traded company. Also in New York,
the operator of a phony investment scheme was
sentenced to 51 months in prison and 3 years’
probation, and was ordered to pay $3.5 million in
victim restitution. The man induced his victims,
many of whom were close friends or tamily mem-
hers, to allow him to invest their money in what

Millions of Dollars Stolen
Through Mail Fraud

he promised was a “fully guaranteed™ account that

would pay 18 percent interest. The account did

The Inspection Service investigates a variery of mail fraud not exist, and he instead used the money 1o

schemes to preserve the confidence and trust that businesses support a lavish llt‘t"‘*[‘_,']\_‘.

and the public place in the ULS, Mail. Significant schemes

investigated included: # Seven individuals were indicted in Springticld,

Missouri, in an investment fraud that scammed at

# On March 16, 1998, a noted journalist was arrested least 2,000 customers in Missouri, Arkansas and

on charges of creating an entire archive of forged Texas of approximately $8.4 million. The defen

documents thar he sold o collecrors nationwide tor Jdants solicited funds for investment with their firm,

$7 million. promising customers high returns for their money,

*



but they allegedly used clients’ funds for personal # The Arizona Telemarketing Task Force, comprising
profit. Elsewhere, two trading specialists were Postal Inspectors, hoenix police and agents from
arrested as the result of a complaint filed in a New the FBI and the Internal Revenue Service (IRS),
York City federal court. They realized ar least $2.5

million in profits from trades based on inside infor-

arrested five individuals in March 1998 who
allegedly collected $299 cach in advance fees

mation. In November, eight New Jersey stockbro- from thousands of senior citizens by promising

kers were indicted for their part in an alleged $106 “guaranteed” credit cards and debr consolidation

million securities fraud. loans. The group grossed over $1.8 million since

August 1996, but none of their customers recerved

Telemarketing Fraud Targeted Senior any cards or loans.

Citizens and Others

e e, ; . _ # The operator of another telemarketing scheme
The Inspection Service is mvolved in a major effort with the . '
, i ~ ) 1|.“L‘Ll i ]"i!rilcllii“—!\' lll_'lnllll“ .i]"}"rl ‘.It‘.!) In scamming
American Association of Retired Persons, states’ attorneys, ) ! L )
: elderly citizens who were swindled in previous
and others to combar telemarketing and sweepstakes fraud. X
: A : schemes. He told them he was a Postal Inspecror or

These crimes disproportionately rarget senior citizens. Recent
- : : a federal prosecuror and assured them he could
investigations of schemes against the elderly included: _ _ -
i refund their monev—it they would first mail in 15

sercent of their total losses. The
% In Los Angeles, a relemarketer I ;
operator pleaded guilry to 16
was arrested on charges that he

. counts and was sentenced to 10
ran o fraudulent business that

DID YOU KNOW? *©

. - e years in prison and 3 years’ proba-
enticed senior victims to mail in ' ]

tion, and was ordered to pay

over 52 million, falsely promising : o .
$140,638 in restitution to his vic-

Do OIG evaluators and

they would receive valuable ) I I b had
t fims. Inspectors found he had con-

wrizes. The telemarketer, who i tigators work together? , : _
: . il L : + VB - tinued his fraudulent solicitation
pleaded guilty on March 16, A AN DR i } )

: i Yes. Evalmmfand Mesugators even after i"t'lll}_: sent to prison on a
1998, had television and acting . : 2 -

N ) : work together on audits, investiga- state offense.
experience and convinced his : : =
tions, and other matters such as

victims he was an elderly gentle- o
i, # A Florida telemarketer, who

pleaded guilty to charges in

) evaluations and inspections.
man. Twelve others in the case BT

had already plu;ldc\[ vuilty. %
: December, owned a network of
o telemarketing companies thar sold
# In Pennsylvania, five individu- . L,, St u., t o s

catalog shopping “memberships.” Approximately
112,000

victims lost over $17 million in the scheme. A

als were convicted of \]uh';ma_iing L']dL‘I'l\I' vicrims,
most of whom were widows, of over $300,000 in
a nationwide sweepstakes relemarketing scam. Gy o o

_ total of $863,000 was returned to victims, and the
The group posed as representatives of a well- . .
) investigation is continuing.
known sweepstakes award committee and

instructed victims they had won prizes requiring

Mail Used to Defraud Health

they send cashier’s checks via Express Mail or Care System

wire. All tive received sentences ranging from 5

to 30 months' imprisonment and were ordered to # As the result of an investigation by Inspectaors, 11

pay restitution totaling $60,115.

A disharred New York attorney living in Florida,
who was the ringleader of several telemarketing
scams, was sentenced ina New Jersey federal court
to Y years in prison and 3 years' probation, and was
tined $10,000. His schemes victimized over 3,000
individuals. One of his co-conspirators was also
sentenced in December in a Florida federal court to
8 years and 1 month in prison and 3 years’ proba-
tion, and was ordered to pay restitution of $1.9 mil-
lion. Other co-detendants awair sentencing.

individuals were indicted in Miami for Medicare
fraud, mail fraud, and money laundering. The
group set up four shell corporations and submirted
approximately $3.75 million in talse Medicare
claims. Elsewhere, a Beverly Hills, California,
doctor was indicted on 20 counts of mail fraud.
He submitred at least 1,600 false hills to Medicare.

An individual was sentenced in East St. Louis,
Ilinois, to 366 days in federal prison and 3 years’

h ! h
probation, and was ordered to pay $30,000 restiru-

tion for his role in a false-hi

ling scheme for lab



tests that were never conducted. The Illinois
Department of Public Assistance was defrauded

of $1.4 million. After an Inspection Service inves-
tigation in Springfield, Massachusetts, a mental
health care execurive was sentenced to 366 days

in jail and 3 years’ probation, and was ordered to
pay $529,045 restitution. He was part of an over $3
million health care traud against the Department of
Health and Human Services conducted in six
states and the District of Columbia. An accomplice
was also sentenced in February 1998 to 18 months
in prison and 3 vears’ probation, and was ordered to
pay $881,741 in restitution. Four others were previ-
ously sentenced to prison and probation and
ordered to pay restitution.

Postal Inspectors and an agent

their company’s computer to print over 500 fraudulent
checks worth about $16 million. The co-conspirator
allegedly set up accounts in Estonia and Switzerland

fo l.ll]l'li.'L'T !]'H.’ ITOTIEY, \\'hl('l] !]N' Two men |‘l.||111l‘li To
split. Maryland area banks,whose employees comct-
dentally had been trained by Postal Inspectors to be on
the lookout for money laundering activities and coun-
terfeit checks, first discovered thar the men's checks
were unauthorized.

# A Nevada man and two co-conspirators were
indicted on 43 counts of mail fraud, money

laundering and conspiracy i a “get-rich-quick”

scam that involved 3.5 million mailings, 500

seminars and 112 workshops, Allegedly the vic
tims were charged between $395

and $795 for misleading informa-

trom the Criminal Investigation DID YOU KNOW? N tion about the availability of

Division of the IRS arrested 15
individuals in October after a 16-
count federal indictment was
unsecaled in Billings, Montana,

What is the OIG
hotline number?

government loans, grant pro-
grams and services the men
would provide. Thousands
ot prnplc lost an estimated

\:h'.lr_t_:m;_' them in an 18 million The number to call for reportmg $5.8 million.

mail fraud conspiracy to submit fraud, waste and abuse is

talse claims ro Medicare. The 1-888-USPS-OIG or # Minneapolis Inspectors and IRS
charges include a 315 million 1-888-877-7644 spectal agents executed search and

money-laundering scheme. A
trial date was set for Seprember
1998.

In North Carolina, a man was sentenced to 87
months in federal prison tor mail fraud, money laun-
dering and false claims. An investigation revealed
that he and his co-defendants operated a multifac-
eted health care scam in the Carolinas that involved
mailing over 11,000 false claims to Medicare and
private insurance companies. He creared 13 shell
companies and numerous bank accounts, using a
number of addresses at commercial mail receiving
arencies to conduct the traud. Another of the co-
defendants in the case fled the country in April
1997 prior to his indictment, but Inspectors received
informarion in March 1998 that he was in Austin,
Texas. Inspectors apprehended him without inci-
dent, and he is being held withour bond pending
removal to North Carolina,

Money Laundering Schemes
and Other Financial Scams
Used Mail lllegally

# One man pleaded guilty and a co-conspirator 1s

L'X}‘u_'!cd to be in;hc[u] on gh:n‘_uw Th;IT they accessed

sezure warrants on Tl‘l\' i"ll"”]t"\\'

locations and residences of three
operators of various “work-at-home” schemes. The
men are accused of mailing over 2.5 million unso-
licited brochures requesting “money-back, guaran-
teed” fees of $39 to $49 for fraudulent
opportunities to make money at home. Losses to
date exceed $2 million, and the investigation is

contnumeg.

# A man who fraudulently acquired the Narional
Hockey League’s New York Islanders team pleaded
cuilty in New York ro mail, wire and hank fraud
Victims included the team owners, banks in Boston
and Texas, and o Texas partnership.

Injunctions and Other Civil Procedures
Used to Protect Consumers

When immediate relief to protect the consumer 1s war-
ranted, the USPS has a number of enforcement options
available, including the withholding of mail until proper
identification is provided and the person’s right 1o
receive the mail is established. In addition, the USPS
may seek a Temporary Restraining Order (TRO) and 4
Preliminary Injunction from a U.S. District Court judge

(€8] \1L‘1'.ll|1 lllilll llll[il ;Ix{l“lﬂl.\f['.lTl\'L‘ |1Ft\L'L'L‘\[i11L{H COonc ]ll\ll‘



A judge may also hold a hearing on alleged fraudulent
activity and issue a restraining order or injunction
enjoining the operation.

An example of an effective use of a TRO to prevent
further fraud is one that was issued in November by a federal
jiudge against four individuals and their
companies. Four bank accounts were
also frozen. The individuals induced
elderly victims to mail them $360 each
to store their medical profiles in a data-
base for use in an emergency, Of the
20,000 victims who signed up for the

DID YOU KNOW?

What is the OIG’s

website address?

International Postal Security
Efforts Supported

Postal Inspectors teamed with Philippine Inspectors and law
enforcement officials to arrest nine suspects in Manila,
including three employees of Philpost.
The suspects are part of a ring that
steals domestic and international mail
to find checks and bank statements
used in dentity takeovers. A search
incident to the arrests vielded exten-
sive evidence, including stolen mail,

service, only 10 percent were entered HYPERLINK bank statements, personal checks,
in the database. http:/fwww.uspsoig.gov bank books, wire transfer records,
Operators in Canada are increas- WWW.USPSOIg.20V credit reports, credit cards, ATM cards,

|'|1_1_I|\' running telemarketing  and

sweepstakes schemes against victims in

the United States, and the Inspection

Service is using a number of innovative

initiatives to reduce these cross-border crimes. Posral
[Inspectors from the Newark Division obrained a TRO last
December against three Canadians and their four relemar-
keting companies. The three individuals subsequently
agreed to a civil settlement in which they gave up $500,000
in assets for restitution to victims in the United States. Two
of the three also pleaded guilty before a Canadian judge; one
was sentenced to 2 years in prison and 2 years’ probation,
and the other was sentenced to 1 vear of probation. A hear-
ing is scheduled for the third defendant.

14 stolen passports, and fake pieces of
identification. The stolen mail came
from 12 countries, including the
Unirted Srares.

Inspectors teamed with Panamanian National Police
and the Air Force Office of Special Investigations to arrest
three Panamanian civilian Army Post Office (APO)
employees for stealing APO mail. The suspects picked up
mail addressed to the Army and Air Force Exchange
Service (AAFES) at Tocumen International Airport in
Panama City and drove it to a personal residence, where
they opened “attractive” pieces to look for checks or finan-
cial documents. A search of the residence disclosed a num-
ber of mail sacks containing small parcels and 12 outside
pieces, and a search of three other residences resulted in the
recovery of an estimated $27,000 worth of merchandise

addressed to the AAFES.




*

Efforts are designed to:

* Improve employee and organizational
effectiveness by assessing USPS perfor-
mance in having the right people in the
right place with the right tools at the
right time;

* Ensure employee safety by reducing
vulnerability of employees to robberies
through criminal investigations, security
systems and awareness programs;

* Prevent and investigate assaults/credible
threats; and

* Enhance the workplace environment
for OIG and Inspection Service employees
to improve organizational performance
and to promote positive workplace
relationships.

Significant activities during the reporting period included:

Postal Management Retaliated
Against Employee for Alleging
Wrongdoing

The OIG Hotline received information from a Postal worker
at a Postal facility. He alleged improprieties with a landscap-
ing contract the facility had awarded o the son of his super-
visor. The complainant was fired because he had made
allezations about his supervisor to OIG. The complainant

contacted OIG and alleeed he was unfairly issued a letter of

removal m retaliation for tiling a complaint with OIG and
his Congressman. The Inspector General Act specifically
prohibits retaliation against any employee for complaining or
disclosing information to an OIG representative. An inquiry
hﬂll'l'\E |hi” mdanagement, TIH'“H_\_{I] 1|1L' "||I‘L‘|‘\'|"\i i, Ton ll\' I'L‘I.]l'
iatory action by firing the complainant for disclosing infor-
mation about these contracting irregularities to OIG. While
OIG was conducting its inquiry, the complainant was rein-
stated. As a result of this incident, the Deputy Postmaster
General issued a notice on March 19, 1998, advising Postal
officers of OIGs review. (See page 9) (Retaliation and
Contract Irregularities, March 31, 1998)

volice

OIG Reviews Inspection Service
Disciplinary Case

An OIG review addressed the Inspection Service's handling
of an internal affairs case and administrative leave monitor-
ing. OIG initiated a review based upon a complamt ques-
tioning the Inspection Service’s actions in its internal
investigation of a Postal Inspector. The complamant had
been placed on paid administrative leave for abour 1/, years
and believed management intended to continue his adminis-
trative leave status until retirement. The Inspection Service
had already launched an examination of the ssue. QLG mon-
irored the actions on the case and reviewed \1]"|\l["]l'|1il|"‘.
actions taken against the complainant. The OIG review
identified opportunities for improvement in the handling of
internal affairs cases and the monitoring of admimistrative
leave. (Management Advisory Report, Handling of Internal
Aftairs Case, March 9, 1998)

Reviewed Postmaster General’'s
Request for Legal Fees
Reimbursement

At the request of the Governors, the OIG reviewed the
Postmaster General's request for reimbursement of legal fees
relating to an ethics investigation and concluded thar:

# The Postmaster General had been provided with
appropriate ethics advice by the General Counsel,
LUSPS Law Department;

# The investigation was not unduly delaved by the
Inspection Service; and

# It was reasonable tor the Postmaster General 1o
request reimbursement of attorney’s fees.
(Memorandum to Governors, February 13, 1998)

Postal Employees Endangered
by Assaults and Threats

# On December 19, 1996, in Las Vegas, a tormer
L'mpln wee, who learned he had lost the tinal arbi-
tration of his removal, shot and killed the Labor
relations specialist who was the advocate tor the
L]k‘;P“\ m llh_' 1"['11(&';\“!]2‘\_ Tllc ‘ih OTET Wils N
victed of first-degree murder on December 5, 1997,
and sentenced to life without the possibility of
parole. Testimony during the trial disclosed he had



also planned to kill the two supervisors responsible
for his removal,

On December 19, 1997, a Milwaukee employee
shot and killed a fellow employee, wounded

two others, and then ook his own lite. On
December 24, 1997, a disgruntled former employee
held seven employees hostage at a Denver facility
for 10 hours. Fortunately, the employees were
released withour serious physical injury following
extensive hostage negotiations. The former
employee explained his motive was to find and
“get even with” two supervisors whom he felr

had ruined his lite. He was indicted in January
1998 on seven counts of kidnapping and one
count of unlawful use of a firearm, and is being
held in a federal prison.

In a case involving a threat made by one employee
against another, a tormer custodian at the
Uncasville, Connecticut Post Office pleaded
cuilty in federal court to mailing o threatening
communication. The custodian was issued a letter
of removal for falsifying time records and leaving
the post office unsecured. His former postmaster
subsequently received an anonymous letter threat-
ening his lite and that of his family. Sentencing is
scheduled for April 1998,

- A non-employee who attempred o assault three
Postal Police Officers with a razor as they escorted
him from the Morgan General Mail Facility in New
York Ciry was sentenced to 33 months in prison. He
has an extensive criminal background that included
numerous arrests associated with violence.

Employees Endangered by Robberies

# A man found guilty of robbing and murdering a

motor vehicle service operator in January 1993 was
sentenced in March 1998 ro life in prison without
parole. He was also sentenced to 25 years on related
gun charges, to be served consecutively,

and ordered to pay $81,000 in restitution, to be
taken from his prison wages. One of two men who
robbed and shor a letter carrier assiened to the
North Miami, Florida, Post Office was also sen-
tenced in March to 25 years in prison. A second sus-
pect was previously sentenced to 2 yvears in jail for a
telony. The carrier fortunately survived the attack.
Inspectors arrested the two men less than a wecek
after the incident, which occurred in January 1996.

#* In March 1998, a man convicred of the armed rob-

bery of the Lynwood, California, Main Post Office
and the attempred robberies of the Long Beach
East Station office in February and March 1996,
was sentenced to 15 1/2 vears in prison. His sen-
tence is to run consecutively with a 20-year sen-
tence he received in St. Louis for robhing two

}__{l’[ )Ct:l’y stores.

- On the evening of January 9, 1998, a contract dri-

ver was hijacked from the rear platform of the Port
Chester, New York, Post Office by armed robbers,
who got away with $45,861 in cash and checks
from Postal remitrances. During the crime scene
processing, Inspectors found a beeper near the
contract vehicle and used it to trace one of the
suspects to a motel, where they arrested him at
3:00 aam. on January 10. On January 23, Inspectors
arrested a second suspect, and on March 11, they
arrested a third suspect who is believed ro have
fired a round from his gun and then placed the gun
in the driver's mouth. The investigation is continu-
ing, and additional arrests are anticipated.

One of two armed robbers who stole $25,100 in
official remittances from a Postal driver and a clerk
at a Birmingham, Alabama, facility was sentenced
to 75 months in federal prison and 60 months of
probation. The other robber was previously sen-
tenced to 130 months in prison and 60 months of
probation. Both men were ordered to pay $25,100
In restitution.

A highway contract route driver was robbed in
November 1997 by a man armed with a pistol.
The robber entered the Postal truck, hit the driver
in the head with the pistol and rook $39,000 in
cash from the rruck and from the Trujillo Alto,
Puerto Rico, Post Office. In December, a window
clerk alerted Postal Inspectors and local police that
two men had just submitted an alrered money
order that was on a list of those stolen from the
Trujillo office. Both suspects were arrested and are
being held without hail.

A bhank reller was indicted on various charges in
March 1998 related to his imvolvement in the
armed robberies of letter carriers in Southern
California. The reller was allegedly a member of
a ring of bank tellers who cashed over $100,000
worth of checks stolen from letter carriers on
their routes.



volce. %

*

Efforts are designed to:

* Improve USPS financial self-sufficiency
by assessing its business strategies
and performance;

* Prevent loss of revenue and assets;

* Strengthen internal controls; and

* Reduce costs.

Some significant activities during the reporting period included:

External First Class (EXFC)
Measurement System Compromise
Investigated

As the result of an Inspection Service investigation into
the ;l”L'}.‘.L‘d L‘-‘\Il'l[‘ri\mi-\t' of the Price Warerhouse EXFC
Measurement System within the Appalachian Districr,
imvestigative memoranda were provided to Postal man-
agement concerning the conduct of
17 employees. The investigation dis-
closed thar Postal Service L'F“P]ii\_.-'t.‘k'.\
made extensive efforts ro identity
EXFC reporters and rtest pieces, and
used this
mail to EXFC destinations.

employees also engaged in efforts to

information to advance

Some

obstruct  the Inspection  Service

DID YOU KNOW? ™

What standards are used as
the OIG conducts audits
and investigations!

Service's work in this area to facilitate transition of the
financial statement audir work to OIG in FY 1998,

In January 1998, the independent public accountant
issued an unqualified opinion. In addition, a management let-
ter, issued in February 1998, identified some concerns, which

the Postal Service is in the process of correcting, including:

# Accuracy of data used in Economic Value-Added
calculations;
# Validity of workers' compensation data provided

by Department of Labor; and
# Methodology used by USPS o capiralize leases.

Year 2000 Initiative Audit Issued

The Year 2000 (Y2K) problem faces government agencies
and private businesses worldwide, and the USPS s no
exception. The Pri\l‘IL‘lll is rooted in the way dates are
recorded and processed in many computer systems. For the
Pi-l'ﬁr .‘k‘\'l.‘]'i‘l Ll('(iil{L‘N, \\_"I\IL'[n?; I‘ld\"L‘ I\IP'IL'KI“\' lJ‘!L‘Li Twao L!lf_ll[‘\
to represent the year to conserve data storage space and o

reduce operating costs. Unfortunately,
2000

will be indistinguishable from the year

\\'ITI! lht‘ new century, TI"H.' Year

1900 in many systems and application
programs. This situation can creare
serious problems when dates are used
to perform calculations, comparisons,
or to sort darta.

investigation. A relared audir report By law, the OIG follows General : Tl“h’IU_LIH'TI?L.““T :11_.|1w_:t'!-.'~nt
of systemic issues will be issued Accounting Office standards in TEVIEWS dealing “..I]!h.,”w 12K prok:
o audits. In investigations and inspec- lem, found that .Hl‘b did not recog:

' tions, the OIG follows the stan- nize the scope of the problem in a
Financial Opinion dards set forth by the President’s timely manner. As a result, correct-

Rendered on
FY 1997 Statements

In November 1997, the Inspection

Service rendered its opinion on the FY 1997 National
Consolidated Trial Balance of the USPS in a report to Postal
management. In the opinion of the Inspection Service, the
account balances reported in the National Consolidated
Trial Balance were fairly stated in all material aspects and on
a basis consistent with prior years, which conformed with
the general classification of Postal Service accounts.
Opportunities for improvement in internal controls at indi-
vidual information service centers were reported to manage-
ment throughout the year. OlG monitored the Inspection

Council on Integrity and Efficiency.

*

ing the problem has grown more
challenging for the USPS. Further,
the review found that the Y2ZK prob-
ll..'l”. Wads rL'L':i'In.{t'\{ as an !TIT.HI'IN:IIIHH
USPS-wide challenge.

Therefore, all Vice Presidents were not engaged in or

Systems concern and not a
committed to solving the Y2K problem. The Depury
Postmaster General concurred with all the findings and
recommendations and noted that “Signihicant progress
hil.‘ Ijt'l.'“ T]l-l\ll_' aver [hl_' |“-]"~T "\t,'\'L'Ti‘I [|1~‘HT}\'\ foy ]‘!'l'l'I.L'_ maore
business management focus and executive accountability,
augment the Program Management Office with world
class suppliers, and pur more rigor into the policies and

procedures.” (Year 2000 Initiative, March 31, 1998)



OIG Completes First Arrest
and Conviction

OIG special agents arrested a contract employee who stole
electronic  equipment  during OIG's  relocation  from
Washington, D.C. to Rosslyn, Virginia. The individual was on

parole ar the time of the theft and has since pleaded guilry.

Tray Management System
Shutdown Investigated

On February 12, 1998, an unexpected shutdown of the
Tray Manacement System (TMS) occurred at a Postal
facility. TMS automates movement and staging of mail
between most sorting operations in a processing plant.
TMS components include conveying equipment, staging
devices, interfaces to uperations, ind controls for moving
trays of mail.

An investigation into the shurdown was based on an
allegation that unknown persons had gained access to the
TMS software. OlG staff with rechnical expertise found that
a contract technician had logged into the system, then left
without securing the rerminal to work on another problem.
While rhe cause of the shutdown could not be determined,
contract employees and USPS personnel surmised that
someone accessed the terminal and rerminated the program.
The contractor could nor provide documentation regarding
events on the system. OIG's report on the incident recom-
mended that Postal management ensure compliance with
L'Xi'ﬁTI['lL{ [ lL'k'L]lI]'t'H, esped til“\_' ACCess Contr !1.\. system 1\ 1gs,
passwords, and physical security. (Tray Management System
Security Incident, March 5, 1998)

Chicago Post Office Renovation
Project Reviewed

The USPS built a new mail Processing and Distribution
Center to replace the Chicago Main Post Office in 1995,
However, due to space shortages and operational changes at
the new center and the need to use the Amtrak platforms
located at the Sugar House/Chicago Truck Terminal, USPS
officials decided to renovate 151,000 square feet of the
230,000 square-foor Sugar House building. An audit of the

renovation project found:

# Management of Sugar House project costs and
contract modifications could have been more
cftective;

# The contractor selection documentation did not
fully support decisions made during the selection
Process; .111L|

# The administration, surveillance, and enforcement
of the Sugar House construction contractor’s
performance were not always effective. Holding
the contractor liable for poor pertormance and

the architectural and engineering firm responsible
for errors, the Postal Service could save at least
$185,000.

In addition, reviewers identified concerns regarding
safety and environmental issues and contracting officials
took immediate corrective actions to resolve these issues.
Management’s actions taken or planned were generally
responsive to the issues raised in the report. (The Sugar
House Renovation Project, March 30, 1998)

Audit Reporting and Follow-up
Process Addressed

The Inspector General Act of 1978 requires organization
heads to submit semiannual reports to Congress regarding
management actions taken in response to audit recommen-
dations. A review of the USPS system for tracking and
reporting the status of audit recommendations found the cur-
rent process could he enhanced. The report suggested that
the Postmaster General desienate a management official out-
side of an audit or Inspection organization to manage the
audit follow-up tracking process within the USPS. OIG also
identified opportunities for management to enhance its semi-
annual report. Management generally concurred with the
sugeestions and agreed thar the Vice President, Controller
will have overall responsibility for the tracking system.
(Enhancement of Unired Srates Postal Service Audit
Reporting and Follow-up System, March 31, 1998)

Postal vehicles ar

a familiar sight all over the
United States

Advice Provided on Vehicle
Maintenance Performance Review

As a result of a request for assistance by mahagement, OIG
issued an advisory letter with suggestions concerning
observations at a Southeast Area Vehicle Maintenance

Facility, Suggestions concerning sampling procedures and



invenrory testing were provided to the Southeast Area
Manager. (Vehicle Maintenance and Performance Review,
March 20, 1998)

Improvements Suggested for Vehicle
Management Accounting System
Conversion Effort

The Vehicle Management Accounting System (VMAS) s
used to manage and track maintenance
on USPS vehicles. In 1993, the origi-
nal VMAS contract was awarded for
approximately $430,000 to complete
one of four modules. By September
1997, the VMAS conrtract had grown
to almost $2 million o complete all
four modules.

A of VMAS

several problems in the areas of con-

to O1G?

review identified

tract and e jecr management and sys-
FHI'

example, VMAS conrained duplicate

tem  securiry '.Hh{ i‘["t‘l'.!TIll]‘l\.

to the OIG.
parts records and vehicle inventories

were incomplete. The report suggested

the Postal Service hire an independent informarion systems
consultant to evaluate VMAS. In response to the report,
information systems’ personnel indicated many of the defects
OIG identified were corrected. (Vehicle Management
Accounting System Conversion Eftfort, March 31, 1998)

Review Revealed Advertising
Agencies’ Invoices Lack
Sufficient Information

Management requested assistance in determining whether it
was receiving sufficient informarion from advertising firms to
support their requests for reimbursement. A review of paid
invoices totaling $6.5 million found that supporting docu-
mentarion was insufficient, inaccurate, or not provided to
justify payment for more than $1.7 million in charges for
time and material, travel, printing, and production.
Management accepred OIGYs suggestions to strengthen man-
agement controls, and is taking corrective action, including
notifying the advertising agencies that they are required to
follow USPS travel cuidelines. (Review of
Agencies’ Invoices, March 31, 1998)

Advertising

Improvements at
Stamp Operations Recommended

During an inspection of the Kansas City Stamp Fultillment
Services Center and the Stamp Distribution Network, which
have a stamp inventory with a retail value over 3.5 hillion,
OIG noted several conditions requiring management’s atten-
tion. The evaluators found weaknesses in stamp inventory

DID YOU KNOW? 9

Can a postal employee get in
trouble for reporting fraud,
waste, or mismanagement

No, By law, postal management
may not retaliate against an
employee who reports wrongdoing

*

i‘ll\l ?’*k‘\.‘[lrir\'- In Its TL‘BP!"”‘!L" management \‘.!h'il []'n' MW
security system became fully operational in January 1998,
ilﬂ.LI a1 BIL‘LI Ih;lT [11{‘ current ]‘it\_lxil“_: ot ll[".“l i!L‘Tt' .\-I;IHH‘ -.lu\'l\'
will be eliminated by the end of the fiscal year. (Kansas Ciry
Fulfillment Services Center, March 30, 1998)

Changes Recommended in Fuel
Receiving Practices and Procedures

The USPS purchases approximartely
480 million gallons of fuel annually tor
its air and ground transportation at an
approximate cost of $325 million. Fuel
is purchased on a decentralized basis at
the field level. A review of fuel receiv
ing practices and procedures identified
a lack of tuel quality assurance testing
and a lack of procedures to ensure that
proper fuel blends are used ro comply
with the Clean Air Act.

OQIG

a comprehensive quality assurance

implementing

suggest ed

program that included: (a) testing

to ensure that the USPS receives the
quality of fuel purchased; and (b) ensuring comphance with
environmental laws and regulations. USPS agreed and will
take appropriate action to implement these suggestions,
(Fuel Test Implementation and Environmental Compliance,

March 31, 1998)

Best Practices Identified in Workers’
Compensation Medical Payments

A national performance audit of the workers' compensation
medical payments program, completed in February 19985,
focused on determining the best medical cost-contamment
pracrices in the workers' compensation programs of state
sovernments and private industry. Inspectors concluded thar
the USPS could realize financial benefits by using medical
L'l'!'nl'-xlclccl'ix ) B -1 rﬁ\\';lru o I'L‘L|L1u' 1|[]\\';Ir1';1|11t'\] (i].ll'_l_:\"\ .HIJ
by takinge advantage of lower medical costs provided through
preferred provider organizations. Management agreed with
the recommendations and 1s considering a third recommen-
dation to evaluate the benefits of inregrated management
processes offered by third-party administrators. The USPS s
already using some of the “best practices” offered by rthese

administrators.

Carrier Sequence Bar Code Sorter
(CSBCS) Savings Identified

This audit identified opportunities for improvement  that
could yield potential annual savings of approximarely $187
million in three primary areas: redeploying idle machinery in
the

Pacific Area; increasing standardized  performance



expectations; and strengthening  program-enabling  areas,
particularly preventive maintenance guidelines. The audit
concluded thar the CSBCS program proved successful in a
relatively short time, resulting in a positive financial impact
for the USPS. At most sites, CSBCS equipment processed
mail efficiently and effectively, providing the opportunity to
capture workhour savings by increasing delivery
point sequenced mail volumes and reducing the need for
manual processing. Management agreed ro implement the
recommendations.

Mail Transport Equipment (MTE)
Shortage Caused Delays in Mail
Processing

At the request of USPS management, the Inspection Service
initiated a rapid review of excess MTE in November, includ-
ing sacks, trays, pallets, and other containers, after mail pro-
cessing facilities and mailers reported that shortages of MTE
were causing delays in mail processing. Inspectors conducted
the review from November 22 - November 24, at approxi-
mately 570 Postal and mailer facilities nationwide. The results
were reported upon completion, and a final report was issued
on November 28, a week after the review was initiared.

Indictments Handed Up in
Expenditure Scheme

In Chicago, o vehicle maintenance supervisor and her
hoytriend were indicted in a scheme involving bribery, kick-
backs, false invoices, contract steering, and obstruction of jus-
tice. The supervisor, who was the contracting officer's
representative, directed work to a vehicle repair facility she
owned with her boytriend. Losses to the USPS were estimated
at $80,000. The scheme was successful
for a period due to lack of management
oversight, absence of the necessary sepa-
ration of duties, and tailure ro adhere ro
purchasing and contracting regulations.

DID YOU KNOW?

Employees Embezzled Funds

# The former postmaster of the Lancaster, Kentucky

Main Post Office, an employee since 1977, was
arrested for embezzling over $270,000 in funds paid
by a company for its permit imprint mailings. She
pleaded guilty ro charges of misappropriation of
Postal funds, monev laundering, and tax evasion.
She was sentenced to | year and 9 months in
prison and 3 years' probation, and was ordered o
pay restitution of $259,564.

Inspectors identified a Postal accountant in
Washington, D.C. as responsible tor preparing at
least 12 fraudulent dishursement forms rotaling
over $257,000. Prosecution is pending for the
employee, who had 31 years of service. A window
clerk at Flushing, New York, was arrested for
embezzling money orders roraling over $137.000.
The Inspection Service's forensic lahoratory in
New York provided the key to solving the case by
identifying the clerk’s fingerprints on eight money
order forms. In January, a Postal vending techni-
Cii-lT] Was ‘i{;'.n[t'nct_'d Lo 5 I ‘n[l-l‘- 1IN a Cu '][]]l!ll]'l”_\_'
correction center, 5 months’ home detention, and
3 years' probation accompanied by mental health
counseling, and was ordered to pay $190,826 in
restitution of funds he had embezzled.

A supervisor at the Youngstown, Ohio Main
Post Office reported that one of her philatelic
window clerks had a shortage in her account-
ability of $135,637. The clerk claimed she was
the victim of a “sneak theft,” although she had
not previously reported it. The
clerk, who was a 29-year Postal
L‘!n[\ll Wee, Was Tenmu ‘\'{‘d h'“”] SEr-
vice on January 23, 1998,
Prosecution is pending.

How do I request a copy of

Guilty Plea Entered in
False Invoices Case

A TPostal employee pleaded guilty in
March 1998 to conspiring with the
manager of an auto painting business to
submit false invoices for work that was
never performed. The manager had a
contract with the USPS to paint col-
lection boxes from March 9 through November 5, 1996, It
was the Postal uﬂ‘lpluyt’.&‘..ﬁ _Ti)l1 to deliver the boxes to the
painter. The two men billed the USPS for more work than
was performed and split the extra money between them.
Sentencing is set for June 1998, and prosecution is pending
for the painter.

an OIG report?

To request a copy of an OIG
report, please write to our office,
and we will process your request
within 20 days, as required by the
Freedom of Information Act.

# A West New York, New York
window clerk pleaded guilty in
tederal court to embezzling
$117,838 in money order funds.
Sentencing is scheduled for April.
A clerk in Flushing, New York,
pleaded guiley in federal courr to
embezzling $137,000 in money
order funds. In Manhattan, New York, a station
manager was arrested for embezzling over
$125,000 in Postal tunds that were designated to
cover bus tokens for carriers’ transportation
hetween their routes and the station. The opera-
tor of a contract Postal station in Gasronia, North



Carolina, was identfied for allegedly embezzling
over $144,000 in Postal money order tunds over a
4-month period.

Unqualified Software Caused
Revenue Deficiencies

Muailers may be eligible for lower postage rates if they use
approved software to prepare and address their mail.

# The manager of a Postal contract station in

Rockford, Ilinots, was .\.ll.\;’cctrd
of embezzling ;lppmxim;:lc!\'
$1588,850. The office had a total
accountability of $206,785, and
the manager admitted she was
able to conceal the shortage for
over a year because she was
always notified in advance when
an audit would occur.

* The station manager and a win-
dow clerk from the Brenrwood
Postal Starion in North
Carolina were each found guiley
on March 12, 1998, of making
false statements. An investiga-

DID YOU KNOW? *

Does the OIG do work in
addition to audits and
investigations?

Yes, the OIG does work in related
areas such as management consult-
ing services. Consulting services
may involve finding answers to
questions, developing solutions to
problems, recommending courses
of action, or formulating an opin-
ion. USPS management may

Inspectors identified a $360,770 rev-
enue \{L'i-lLIl_‘l’lL\ that resulted when a
company used address lists they pur-
chased trom a supplier who relied on
unqualified software. Another large
company paid the USPS almoste $1.4
million during November to settle a
similar revenue deficiency. A sub-
sidiary of the company had coded s
automation rate mailings with software
that was not current.

USPS Employee
Accepted Mailings
without Paid Postage

The president of an Austin, Texas,

tion of the office was initiated request consulting services from mailing business, which prepared
in September 1995 after ﬂﬂe(‘j}(}'atm? time. numerous political mailings, was

employees reported a hurglary

had occurred, with stamp losses

of 388,032, Inspectors found

that the burglary report was an attempt to cover
up embezzlement committed by the employees

aver a Z-year peri .

Businessman Guilty of
Counterfeiting Meter Impressions

A Southern Calitornia businessman was found guilty after
an investigation disclosed thar he had counterfeited
$77.857 of postage meter impressions on mail. He was sen-
tenced to 9 months” home detention and 3 vears’ probarion,
and was ordered to pay full restirurion and a $20,000 fine.

Fraud Settlement Netted
USPS $424,000

After paying for several large mailings using checks the
mailer knew would not clear, a Hillside, New Jersey, com-
pany filed for reorganization in 1994 under Chapter 11 of the
U.S. Bankruptey Code, protecting itself from creditors. The
Postal Service learned in 1995 that it was one of more than
100 unsecured creditors filing claims against the mailer, and
managers realized that, ar most, they could recover about two
cents to the dollar (approximarely $18,000) from the lost
funds. Postal Inspectors produced convincing evidence for
the federal court thar the mailer should have known that
funds were unavailable to cover the checks. The court
approved a sertlement of $424,000 to the USPS.

*

sentenced to 5 months in prison, 3
months in a halfway house, and 3
years' probation, and was ordered
to pay restitution of $750,000. The president had
hribed a Postal employee to accept mailings without

aying tor postage.
= =

Prison Sentences Imposed for
Counterfeit Meter Impressions

In Philadelphia, five brothers who operated a mailing service
company were ordered in December 1997 to pay restitution
of the $543,999 in postage meter impressions they had coun-
terfeited and $3,000 cach in fines. Two of the brothers were
sentenced to 4 months in prison and 3 years’ probation each,
and the other three were sentenced to 6 months” home
Jdetention and 5 years' probation cach.

Indictments Handed up for
Lottery Scheme

Six individuals were indicted in Florida in December 1997
on 32 counts, including mail fraud, mailing lottery-relared
matter, money laundering, and counterfeiting postage
meter stamps. Inspectors found the group had collected
nearly $1.5 million in lottery subscriptions and sweep-
stakes participation fees from over 4,200 victims in 118
countries, and their international mailings bore counter-
feit postage meter impressions that were made with rubber
stamps. Losses to the USPS are believed to be over
$400,000.
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Employee Assistance Recognized

In February 1998, the president of a commercial mail receiv-
ing agency in Arlington, Virginia, was sentenced to 30 days
in jail, 3 months' electronic home detention, and 3 years'
supervised probation and fined $18,000 after pleading guilty
to counterfeiting postage meter stamps on customer's mail. A
postal service clerk was awarded $1,000 for her assistance in
alerting Postal Inspectors to the counterfeir postage meter
scheme. Below the clerk and her supervisor were presented
with certificates of appreciation for their assistance. (See

photograph, below)

Bad Checks for Stamps Resulted
in Prison Sentence

A man was sentenced in March 1998 o serve 11 vears in
prison and pay restitution of $7,744. The man bought stamps
at various post offices in Las Vegas, using checks backed by
insufficient funds, then sold the stamps to support a drug habir.

Workers’ Compensation
Fraud Uncovered

# The widow of a Post Office Department employee
who died in 1940 continued to receive benefits.
She died in 1982; however, her daughrer, who was
then 52 years old, continued to receive benefits by
repeatedly certifying that her mother was alive,
although children are not entitled 1o benefirs
beyond age 18. The daughter fraudulently collected
over $200,000 in workers’ compensation henefits.
Termination of the benefits and prosecution are

being sought.

# Inspectors arrested a La Crosse, Wisconsin, casual
letter carrier based on four federal counts related ro
workers' compensation fraud. She was hired on
lanuary 24, 1994, and claimed she suffered an injury
on February 8. Her doctor allowed her to retumn to
work in March, but she alleged another injury on
March 26, 1994, for which benefirs were ultimately

approved. The carrier and her hushand then moved
to llinois and operated a home roofing and siding

business, where Inspectors wirnessed her on a ladder
installing siding. She also received food stamps and
public aid by failing to disclose carmnings or workers’

compensation. In addition, her hushand received
workers’ compensation benefits from two employers
for alleged injuries. The carrier also tailed o dis-
close on her application for Postal employment
three earlier workers’ compensation claims in 1992
and 1993 with a previous employer. Her benefits
were discontinued, saving the USPS an estimared

$307,008 in future payments.

A former New York City mail handler, whao relo-
cated to Southern California, was sentenced to 6
months in prison and 3 vears' probation, and was
ordered to pay $221,508 in restitution after receiv-
ing benefits for 35 years as a result of an accident
he staged. He illegally claimed an ex-wife as a
JL'["CHJL'HT and failed o report outside earnings,
such as those he received trom a doughnut shop

]].i.' 1|\\"|‘|.t'L].

A West Palm Beach, Florida, clerk was indicred for
Wi \]'L'L':I'\.I compensation lI':Hui. \":}]L' ILLL'I\'L'\i |‘t'1'|L'|H\
since 1991 ftor Charcot-Marie-tooth syndrome
allegedly brought on by working at a multi-position
letter-sorting machine. She and her hushand ran a
tool repair business. Termination of her workers’
compensation benetits will save the USPS an
\‘\Till].lrui_l \“L;.‘*!' iF:‘-

A Fort Lauderdale, Florida, clerk was indicted for
workers’ compensation fraud after rec emwving bene-
fits since 1978, The woman admitred ro working
90 to 100 hours weekly, 7 days a week, at an

antique business she opened in 1993,

A former letter carrier was tound euiley atrer a
2-day trial in an Aberc

een, Mississippi, tederal
court. The carrier alleged he felt threatened by a
fellow employee, resulting in a claim of total dis-
ability due to chronic depression, severe anxiety,
and post-traumatic stress disorder. He was running
a commercial lawn care business. Permanent termi
nation of his benefits will resulr in estimated sav-

ings of $955,878

In Mobile, Alabama, a tormer Dostal clerk was sen-
tenced to 3 monrths injail, 3 months' home con-
tinement, and 2 years and 2 months' probation,
and was ordered to pay restitution of 379,653, He

alleged he suffered a rorally disabling hack injury in
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1981 and received no outside income, but
Inspectors found he was employed as o funeral
director for approximately 10 years. His conviction
ends turther benetits, saving the USPS an esti-

mated $699,192.

An injured mail handler was videotaped lifring a

camper shell (see photograph, above) on sale in his
front yard. Since incurring an on-the-job injury on
May 1, 1978, the mail handler had received injury
compensation pay. When undercover Postal

[nspectors inquired about a camper shell tor sale,
the mail handler demonstrated his lifting ability by
litting the 112-pound shell. Later the inspectors
showed the video to the employee's physician, who
then stated that the mail handler was able 1o
return to work. The employee refused to comply,
and the Department of Labor rerminated his com-
pensation. Consequently, the employee resigned
and the Postal Service saved 586,434 in compensa-

fon 1‘.I\'[1l('l'l'| 5.

A Maohile, Alahama, carrier was sentenced to

| year in prison and 3 years' probation. She
claimed to have been injured in an accident in her
Postal vehicle, but an investigation disclosed she

wits not in the vehicle when it was hit.

A letrer carrier in Tinley Park, Hlinois, filed for
workers' compensation benefits in November 1990
as a result of her claim of an on-the-job injury to
her neck. She was videotaped ar a health club per-
forming strenuous exercises on i rowing machine, a
rreadmill, a cross-country trainer, and an exercycle,
as well as doing sit-ups, pull-ups and parallel bar

dips, and lifring weights desiened ro exercise the

chest, hips, torso, back and legs. Inspectors showed
the tapes to her doctor, who had restricred her from

litting more than 10 pounds. He re-examined her

and declared her fir for a limited-duty assienment,
\\i}lk']l ‘\}\L‘ I't'[ll'-.\'\]. Twao other .[l Wrors \.l'[‘i[l”l]l'nl l]IL'
carrier fir for imited duty, but she refused the offers.
The Department of Labor gave her a 15-day exien
ston to accept a job offer without penalty, but the
carrier failed to respond and her compensation was
terminared in March 1998, resulting in estimated
cost savings to the Postal Service of $742,249.

Tort Investigations Reduced
Settlements Paid by USPS

A woman involved in a motor vehicle accident with a Postal
vehicle in Staten Island, New York, filed a clim of $3.5
million for alleged injuries to her neck, back, arms, and legs
At the request of the ULS, Atorney’s office, Inspectors con
ducted an investication that included serving subpoenas,
interviewing witnesses, and conducting and videotaping sur-
veillances. As a result, the judge ruled in favor of the USPS,
stating that the \'I\]t'\!l.i}‘t'.\ contradicted testimony by the
plaintiff’s doctor and severely undermined the credibility of
the plainniff.

In another New York case, o woman filed a $1 mllion
personal injury claim, stating that she sustamed neck and
hack injuries when a Postal vehicle struck her parked car as
she sat in it. After a witness stated that the vehicle was
empty, the judge awarded the plaintitt $1,881 to cover prop

erry JLI.[I‘I'.[‘.EL' o ]u'r \'t'hl\ IL’.

Counterfeit Postage Stamps Seized

In December 1997, a search warrant was executed on an
advertising firm in Fountain Valley, California, after USPS
managers reported that numerous envelopes bearing coun
terfeit 32-cent Yellow Rose stamps were found at the Santa
Ana and Anahein Processing and Distribution Centers
[nspectors arrested the owner of the firm after seizing 31
sheets of paper bearing approximately 900 counterfeit stamps
as well as the computer, scanner, printer, and other items
believed to be used in creating the counterfert stamps

A search warrant was executed on a stamp vending
husiness in Cordova, Tennessee, after Postal employees
identified counterteit stamps on mail rejected by tacer-can
celler machines during processing. Inspectors suspected the
owner of the business counterfeited between 10,000 and
15,000 32-cent stamps using a color copier, and sold coun
terfeits in his vending machines. All 225 stamp vending
machines operated by the business were seized, and the

imnvestlgation 1s continuing.



Legislative and
Regulatory Review

The following section summarizes OIG reviews of existing
and proposed legislation and regularions relating to USPS.
These reviews are mtended to assist the Postal Service and
Congress by providing independent analyses of these issues.
[hese reviews also are required by the Inspector General
Act. This portion of the report summarizes significant legis-
[ation and reculations reviewed berween October 1, 1997,
and March 31, 1998, *

PROPOSED LEGISLATION

H.R. 22 The Postal Reform Act of 1997.

In a previous semiannual report, OlG reviewed H.R. 22, The
Postal Reform Act of 1997, During this reporting period,
Congress proposed revisions that have not yer been incorpo-

rated into H.R. 22.

Three of the proposed revisions would
directly affect OIG. First, the Inspector General would be

appointed by the President instead of the Governors, Second,

the Inspector General would be responsible for the financial
statement audit. Third, investigative activities of the Inspection

Service would be reported in OIG semiannual reports,

H.R. 2434 To Establish Counseling Programs for
Disabled and Retired Police Officers.

This bill would establish counseling programs for law enforce-
ment officers who retire o will retire on L]]%.lhllil\' due to
employment-related injuries. This bill would be funded by
appropriations and would benefit disabled OIG and Inspection

.\‘.(_'I'\ Ice I.I\\' enforcement ofticers .Il'l\l r]'ll.'l[ l]]ll’ltt'\ll.i[k‘ |HI1I1[K"~.

H.R. 2441 The Employee Fairness Act of 1997.
This bill would allow a tederal employee to file a discrimina-
tion complaint directly with the Equal Employment
Opportunity Commission (EEOC) instead of first filing with
his or her agency. The bill could affect the USPS by increas-
ing the number of EEOC filings by USPS employees.

H.R. 25684 Health Care Fraud Prosecution

Act of 1997.

Title I of this bill would amend the federal criminal code for
health care providers 1o require patient restitution

and criminal forfeiture of the proceeds of health care fraud.

*

Title 11 would establish the Health Care Fraud and Abuse
Commission. The bill could reduce costs

w deterring fraud
through the imposition of stronger penalties on convicred

health care Pr widers.

H.R. 2648 Act to Abolish Child Pornography.
Current legislation makes it illegal to possess three pieces of

child pornography that is mailed, shipped, or transported in
interstate or foreign commerce, including by computer. This
bill would reduce that number to one, thus better protecting
children, ensuring the sanctity of the U.S. Mail, and making
1L €asier Lo prosecute persons using the mail for transporting

child purnn;:r:tph\'.

H.R. 2720 Repeal of the Davis-Bacon Act and
Partial Repeal of the Copeland Act.

This hill would repeal the Davis-Bacon Act, which requires
that construction contract labor rates be set at wage rates deter-
mined by the Department of Labor. This bill would also par-
tially repeal the Copeland Act, which makes it unlawful to
threaten anyone employed in the construction ot facilities
financed by the United States. The bill could atfect the cost of
Postal contracts involving the construction or alteration of
[ostal facilities.

H.R. 2721 Second Amendment Protection

Act of 1997.

[his bill would repeal the Brady Hondgun Violenc
Prevention Act and the Public Satety and Recreational
Act

individuals to acquire high-powered firearms and elimi

Firearms Use Protection It would make 1 easter for

nate bac k:l’nlmJ checks. .‘\|I|1|'-1|'__’|L the hill is not direcred

.\]‘L‘L'Hll_'i]”\' at the USPS, it could lead to an increase in

the number and severity of Postal crimes and violence.

H.R. 2747 Compliance with a Subpoena.
This hill would require federal &'[1|l‘-|l-'\cx'\ o testity In



third-party litigation unless the head of the agency objects in
writing to the court. The bill would override United States ex
rel. Touwhy v. Ragen, a Supreme Court decision which has
been used to exempt tederal employees from restifying in lit-
igation not involving the federal covernment. This bill could
require the Postal Service to submit written starements when
objecting to an employee's testimony. When an agency head
does not submit a written objection, employees could be res-
tfying in private civil cases instead of performing their gov-
ernmental duties.

H.R. 2883 Government Performance and

Results Act Technical Amendments of 1997.

This bill would amend strategic plan requirements for federal
agencies and the USPS. A separate assessment by the OIG
would be required on the systems and procedures underlying
each strategic plan, performance plan, and performance
report. This bill could significantly increase workload
requirements tor the OIG.

H.R. 2890 Criminal Sentences for Electronic
Surveillance by Federal Employees.

This bill would add a new mandatory minimum penalty
when a tederal employee violates the electronic surveillance
laws. The penalty would be a minimum of 6 months impris-
onment, This bill could have a greater effect on law enforce-
ment agencies such as OlG and the Inspecrion Service
because they conduct electronic surveillance.

H.R. 2948 Workplace Religious Freedom Act

of 1997.

This bill would amend Title VII of the Civil Rights Act of
1964 to establish provisions tor religious accommodation in
employment, including USPS. Retusing to reasonably
accommodate an employee could be considered an unlawful
employment practice. This hill could atfect USPS costs and
productivity depending upon the number of people needing

L IL'h ACComiImu TL];{T 1o,

H.R. 3032 Construction Subcontractors Payment
Protection Enhancement Act of 1998.

This bill would amend the Miller Act, which requires con-
tract surety bonds on federal construction contracts that
exceed $100,000. This bill could atfect USPS construction

contracts and contracting officers’ responsibilities.

H.R. 3081 Hate Crimes Prevention Act of 1997.
This hill would add a new criminal statute for individuals
who engage in hate crimes. The crime would have a maxi-
mum penalty of 10 years imprisonment. The bill would add o
new statute enforceable by the Postal Service tor mailing of
fircarms and explosive devices incident to a hate crime.

*

S. 1296 Postal Financing Reform Act of 1997.
This bill would reform laws relating to USPS finances
by permitting the USPS to operate outside of the federal
financing system. Among other things, it would allow
the Postal Service to borrow or invest outside of the
Department of the Treasury. This bill would substantially
alter USPS tinancing.

S. 1350 State and Local Authority to Regulate
Telecommunications Facilities.

This bill would allow state or local governments to regulate
the placement, construction, or modification of personal
communications towers. This bill could affect the USPS,
which places communication towers on Postal property for
revenue generation.

S. 1368 Medical Information Privacy and

Security Act.

This bill would ensure privacy of personal medical intorma-
tion and impose criminal and civil penalties for unauthorized
use. It would require prior approval by the patient before
release of personal medical information. This bill could affect
the manner in which federal investigators obtain health care
information and records.

S. 1389 Special Stamps for Prostate

Cancer Research.

H.R. 2545 Special Stamps for Prostate

Cancer Research.

These companion bills would amend Title 39, United States
Code, and require that USPS create special postage stamps
which would allow Postal patrons to contribure to prostate
cancer research funding. The stamps would have a special
rate of postage equal to the regular First-Class rate, plus a dif-
ferential up to 25 percent. The Postal Service would track
and remit the differential less reasonable costs o the
National Institutes of Health, ar least twice vearly, for

jul rostate cancer Ti_'.\l'_“!rL'}'L

REGULATIONS

Final Rules

During this reporting period, the USPS published final rules
on rhe following topics:

Access of Handicapped Persons to Postal Services,
Programs, Facilities, and Employment - Filing and
Processing Discrimination Complaints.

The final rule amends procedures for filing and processing
complaints by handicapped persons, to ensure that Postal
programs and services are provided in a non-discriminatory
tashion. The regulations are easier for both Postal customers



and employees to understand and follow. (62 Federal Register
66996, December 23, 1997)

Freedom of Information Act Amendments.

The final rule amends regulations relating 1o the availability
of Postal records to the public. The changes were required by
the Electronic Freedom of Information Act Amendments of
1996. The amendments:

# Address the availability of electronic records on
the USPS world wide web home page
(htep:/fwww.usps.gov.) after November 1, 1997,

# Provide that the requester may choose to receive
the records in paper or electronic format;

# Extend the USPS period for response from 10 to
20 working days as of October 2, 1997,

# Establish a new procedure for expedired
processing; and

# Change the annual reporting period from a calendar
yvear to a fiscal year beginning on October 1, 1997,
(63 Federal Register 6480, February 9, 1998)

Expansion of Global Priority Mail.

Global Priority Mail is an expedited airmail letter service for
delivery of items up to four pounds. USPS increased the
number of post offices thar accept Global Priority Mail.
Additionally, the USPS increased the number of destination
countries to 34 and added variable rates depending upon
weight, for items weighing up to four pounds. (63 Federal
Register 3814, January 27, 1998)

International Surface Airlift.

International Surface Airlift (ISAL) is a bulk mail ser-
vice tor shipping of publications, advertising mail, cara-
logs, directories, books, other printed matter, and small
packets. The amendments make changes for ISAL prepa-
ration requirements that should reduce operating costs.
In addirion, the amendments permir rate discounts based
on the place of mailing, availability of transportation,
and the volume of mail. (63 Federal Register 3642,
January 26, 1998)

Administrative Offsets Proceedings Initiated
Against Former Employees of the Postal Service.
An administrative offset is the withholding of money payable
by the USPS to a former Postal employee in order ro satisty
a debr a former employee owes. Under the revised rules, the
USPS" Minneapolis Accounting Service Center will initially
assert the claim. The employee should seck reconsideration
of the claim from the former employee's Postmaster/
Installation Head. Under the previous rules, the Inspection
Service initially asserted the claim and addressed employees'
requests for reconsideration. (62 Federal Register 63278,
November 28, 1997)

Reimbursement for Sale of Abandoned Property.
Thl‘s new n.lIC pr{\\"idlﬁ.‘i t}'l'clT i} PL’THUI] .‘!Il}‘l!'I.IT“I'I.j_' il \'.illi.i L']i]lﬂl
for property held by the Postal Service, as evidence, that has
been sold, will be reimbursed the same amount as the last
appraised value of the property prior to its sale. (63 Federal
Register 8126, February 18, 1998)

Board of Governors Bylaws Amendments -

Chief Postal Inspector.

A recent bylaw repealed the requirement for concurrence by
the Governors of the transfer or removal of the Chief Postal
Inspector. Under the new bylaw, the Postmaster General
now only needs to notify the Governors and both Houses of
Congress in writing about the reasons tor the removal or
transfer of the Chief Postal Inspector. (62 Federal Register
61914, November 20, 1997)

Interim Rules

During this reporting period, the USPS published the
following interim rules:

Global Package Link Charges.

Global Package Link (GPL) service is designed to provide
fast, economical, international delivery of merchandise. The
regulatory changes provide a discount for packages delivered
by a mailer to a GPL processing facility and add a surcharge
for packages transported by USPS from mailers located more
than 500 miles from a GPL processing facility. (62 Federal
Register 56074, October 29, 1997)

Global Package Link to Canada.

Global Package Link (GI'L) to Canada currently offers an
Air Courier, a Ground Courier, and o Ground Gateway
service. The Air Courier Service will he renamed GPL
Premium. The Ground Courier service will be renamed GPL
Standard. The Ground Gateway Service will be discontin-
ued. The new pricing for GPL Standard is based on origin
and destination.(62 Federal Register 58910, October 31,
1997)

Global Package Link Service to Japan.

Global Package Link current size allowances to Japan are
increased to U.S. domestic limits, which are 70 pounds and
108 inches (length and girth combined). (63 Federal Regster
9420, February 25, 1998)

Global Priority Mail Flat-Rate Box.

The interim rules pertain to a new Global Priority Mail
preprinted flat-rate box. The weight limit tor Global Prionity
Mail is four pounds. Previously, Global Priority letter service
only offered two sizes of flat-rate envelopes. Mailers can
now use the new flat-rate box. (63 Federal Rewister 3458,
February 3, 1998)




Proposed Rules

During this reporting period, the USPS proposed rules on the
following topics:

Privacy Act Modification to a System of Records.
The USPS proposed to modity routine uses on two existing
systems of records; USPS 050.040, Finance Records—
Unitorm Allowance Program, and USPS 050,020, Finance
Records—DPayroll System. Routine uses allow the USPS o
disclose informarion about individuals. (63 Federal Register
3774, January 26, 1998)

Use of Postage Meter License Application
Information.

This rule would clarify and expand the sources and uses of
mformation on meter license applications from meter users
and authorized meter manufacturers received by the USDPS.
The USPS may use the information in the administration of
postage meter and related activities. (63 Federal Register
8893, February 23, 1998)

Conduct on Postal Service Property.

The proposed rule would prohibit the tollowing: smoking in
Postal lobbies and offices; solicitation of signatures on peti-
tions, polls, or surveys on Postal property: leafleting, picker-
ing, demonstrating, public assembly, and public address in
[obbies and other interior areas of Postal builldings open to
the public; placement of tables, chairs, freestanding signs or
posters, structures, or furniture of any type anywhere on
Postal premises; and storage of weapons and L-xplmt\'c\ on
Pastal property, except for official purposes. (62 Federal
Register 61481, November 18, 1997)

RECENT SIGNIFICANT
COURT DECISIONS

During this reporting period, the following decisions that
affect OIG, The Inspection Services, and USPS were
decided:

Hudson v. United States, 118 S. Cr. 488; 1997 U.S. LEXIS
7497 139 1. Ed. 2d 450; 66 U.S.L.W. 4024 (December 10,
1997). The Supreme Court held that a defendant s not
subject to double jeopardy just because the Government
prosecutes criminally and also sanctions civilly and admimis-
rratively. This ruling improves opportunities for the USPS
to recover damages for fraud uncovered Jduring audits and
mvyestigarions.

LaChance v. Evicksom, H8S. Ct. 753; 1998 U.S. LEXIS 636;
139 L. Ed. 2d 695; 66 U.S.L.W. 4073 (January 21, 1998).
The supreme Court he

d that a federal agency may sanction
an employee for making a false statement m response to a
charge of employment-relared misconduct. This ruling

should deter employees from musleading mvestigators,

Brogan v. United States, 118 S. Cr. 805; 1995 U.S, LEXIS
648: 139 L. Ed. 2d 830; 66 U.S.LW. 4111 (January 26,
1998), The Supreme Court held that the mere denial of
\\THI‘I;_{dUitlL{ l‘\' the \\‘I'lll'l}_:dnt‘!'. in FESPONse o d quesion }‘\_'
an investigator, can be a criminal false statement. This ruling
should encourage wrongdoers to provide only truthful infor-
mation during an investigation.




Appendices

Appendix A

Reports Issued to Postal Management

Contract Audits (AC) are conducred to ensure efficiency, effectiveness and economy in the PrOCUTEment proces

Recommendation
That Funds
Questioned  Unsupported Be Put to
Case Number Contractor or Facility Costs Costs Better Use

S . I 30 30 51,183,830
Sandvik Sorting , Ine Q (] R46,
Sandvik Sorting Systems, Ine 0 0 1,544
Sandvik Sortu L I 0 o 01,153
Sandvik Sorting Svstems, Inc 0 555,166
Sandvik Sorting Systems, Inc 0 ) HI89560
Sandwvik Sorting Systems, Inc 0 Q

Midwest Conveyor Company, Inc. Q [\ 135,198
M veyor Company, Inc. @ ¢ 167,714
{ Q (4]

i | Liwic 0

k& T Elecrrical Contractors, Ing 0 | =1
Stemens ElecrroCom, L1 ) 66,317

L
North American Conveyor, Inc 0 0 7017

Maotion Systems, L.C Q

Learning Systems International Q Q 26,241

Ashron-Potter, Led Q 1047
my LB Q } 3

MOTHon Sysic

one & Chan Architecrs i)

Siemens Energy & Automanon, Ine. 0] e
Weyerhaeuser Company 29,316 Q
% n 14 b
kY \\
n 50,0 6.241,716

| 84-1204665-AC(1) Marriote Corporarion . : ‘
10545 2-AC(1) Morganti, Ine \ Y

I
R4-1217987-AC The Austin Company ; L ‘
184-1233186-AC(1) Kelly L. Spinks )
RO-1217719-AC(1)

alowtes, Ine 0 ‘

186-12188

17.AC

Learning Systems Intermationa ¢ |

-

Berry Construction, In i )




187-1227781-AC(1) Daniel, Mann, Johnson & Mendenhall 0 0 Q
190-1198777-AC(2) Aramark Services, Inc, 54,677 0 0
192-1222194-AC(1) Ernst & Young, LLT 0 0 0
193-1218159-A0(2) Siemens ElectroCom, LIt Q 0 0
193-1223620-AC(2) Siemens ElectroCom, L.P Q ¢ 0
193-1224061-AC(2) Frankel & Company Q 4} 0
193-1224704-AC(2) Lee Hill, Inc. Q (4] 0
307-1134774-AC(2) Santa Ana Industrial Sration 7.495 0 Q
Total $150.263,455 $7.962,591 $16,687,141

Financial Opinion Audits (AD) are annual reviews of tinancial transactions, assets and controls ar the three intormanon service
centers (15Cs) and selecred field installations. Physical, personnel and data security controls are reviewed to determine whether
they are effective and comply with Postal pohicies,

QOL-1196577-AD(1)
Q01-1200198-AD(1)
Q01-1200362-AD(1)
001-1217003-AD(1)
001-1217004-ADX(1)
004-1197449-AD(1)
004-1220455-AD(1)
004-1220531-AD(1)
Q04-1222667-AD(1)

San Mateo, CA 94497
St, Lous, MO 63177
Minneapolis, MN 55401
Washington, DC 10260
Washington, DC 20260
Washimgron, [ 20260
New York, NY 12116
Washingron, DC 20002

Kearny, NJ ¢7032

FYO97 ISC Opinion Audi

FY97 1SC Opimion Audir

FY97 ISC Opinion Audit

Review of Officers” Travel

Review of Board of Governors' Expenses
Imprest Fund Audir

Imprest Fund Audir

Imprest Fund Audic

Imprest Fund Audit

Financial Installation Audits (AF1) are performed at oftices chosen through i random selection process.
Offices are randomly selecred from a list of all offices and strarified by projected revenue. During the reviews,
internal conrrols are evaluated and assets are verified to determimne the reliability of the Postal Service's

financial system,

O11-1221765-AF(1)
QU1-1222610-AF(1)
QLL-1222645-AF(1)
011-1222994-AF(1)

011-1222995-AF(1)
011-1222997-AF(1)
011-1222999-AF(1}
011-1223033-AF(1)
011-1223105-AF(1)
011-1223247-AF(1)
Q11-1223340-AF(1)
O11-1223410-AF(1)
011-1223475-AF(1)
O11-1223660-AF(1)
011-1223722-AF(1})
011-1223726-AF(1)
011-1223737-AK(1)
Q11-1224026-AF(1}
011-1224166-AF(1)
011-1224285-AF(1)
011-1224291-AF(1)
Q11-1225188-AF(1)

San Jose, CA 95121
Brooklyn, NY 11256

St. Perersburg, FL 33730
Buffalo, NY 14240

New Brunswick, NJ 08901
Bensenville, IL 60106
Arlington Heighrs, 1L 60004
Hackensack, NJ 07606
Waorth, L 60482

Albany, NY 122588

Corinth, MS 38834
Lynchburg, VA 24506
Toledo, OH 43601
Metshurgh, PA 15290
Phoenix, AZ 85016
Fullertom, CA 92631

San Diego, CA 92199
Rancho Cordova, CA 95670
Shawnee Mission, KS 66202
Houston, TX 77201

Austin, TX 78710

Macon, GA 31213




=

012-1222644-AF(1)
012-1223038-AF(1)
012-1223060-AF(1)
012-1223101-AF(1)
012-1223411-AF(1)
012-1223422-AF(1)
012-1223474-AF(1)
012-1223717-AF(1)
012-1224028-AF(1)
012-1224029-AF(1)
012-1224129-AF(1)
012-1224168-AF(1)
012-1229347-AF(1)
013-1222646-AF(1)
013-1222648-AF(1)
013-1223264-AF(1)
013-1223317-AF(1)
013-1223330-AF(1)
013-1223336-AF(1)
013-1223425-AF(1)
013-1223428-AF(1)
013-1224172-AF(1)
013-1224174-AF(1)
013-1224300-AF(1)
013-1224303-AF(1)
013-1226658-AF(1)
013-1228739-AF(1)
013-1228740-AF(1)
014-1223034-AF(1)
014-1223426-AF(1)
014-1223476-AF(1)
014-1223479-AF(1)
014-1223704-AF(1)
O14-1224180-AF(1)
014-1224182-AF(1)
014-1224183-AF(1)
014-1224474-AF(1)
015-1223427-AF(1)
015-1223632-AF(1)
015-1223719-AF(1)
015-1224308-AF(1)
015-1224309-AF(1)
015-1224310-AF(1)
015-1224476-AF(1)
015-1225194-AF(1)
015-1225195.AF(1)
015-1228752-AF(1)

Winter Haven, FL 33880
Peapack, N] 07977
Culver Ciry, CA 90230
Ok Lawn, 1L 60454
Easton, MD 21631
Thurmont, MD 21788
Lebanon, OH 45036
Orange, CA 92667
Reno, NV 89510
Pleasanton, CA 94566
Vandalia, 1L 62471
Ballwin, MO 63011
Millville, NJ 08332
Lady Lake, FL 32159
Cantonment, FL 32533
Middleboro, MA 02346
[rew, MS 38737
Martin, TN 38237
Peoria, AZ 85345
Reidsville, NC 27320
Pasadena, MD 21122
Macon, MO 63552
Mount Vernon, MO 65712
Ferriday, LA 71334
Rockdale, TX 76567
Maple Shade, N] 08052
Lowell, IN 46356
Spencer, IN 47460
Barranquitas, 'R 00794
Scortsville, VA 24590
Midway, KY 40347
Byron, GA 31008
Owverton, NV 59040
Sutton, NE 68979
Oblong, 11. 62449
Stanton, NE 68779
New London, 1A 52645
Compton, MD 20617
Valley, WA 99151
South Burtler, NY 13154
Savanna, OK 74365
Pyatr, AR 72672
Oukwood, OK 73658
Farley, MOy 640258
Denton, GA 31332
Dixons Mills, AL 36736
Corunna, IN 46730




District Accounting Office Audits (AF2) are conducred to evaluare district accounting otfice controls
and the security provided for computers. The audits supplement financial installation audirs.

Case Number

016-1220554-AF( )
O16-1220994-AF(2)
C1o-1220996-AF(2)
Q16-1221766-AF(2)
ClO-1221851-AF(2)
Qle-1221895-AF(2)
U161 222589-AF(2)
Ql6-1222653:-AF2)
C1O-1223245-AF(2)
Q16-1223734-AF(2)
Q16-1224256-AF(2)
Qle-1225197-AF ()
Q16-1235463-AF(2)

Location

Muami, FL 33082
Edison, NJ 08599
Butfalo, NY 14240
San Jose, CA 95101

sanra Clanm, CA 91383

Phoenix, AZ 85026
Carol Stream, 1L 60199
Tampa, FL 33622
Albany, NY 122588

San Diego, CA 92199
Houstom, TX 77201
Macon, GA 31213
Rowal Oak, M1 45083

Expenditure Investigations (EL) are pertormed to wdentity trand, waste and abuse i procurement

activities and improve the integnity of procurement processes. The investigations are conducted

bised on FELUCSES TTom management, customer Cutﬂ[‘.Llim-& arud |udumunr;ll selections.

Case Number

195-1216615-E101)
195121661 T7-EL 1)
1951 216626-E1(1)
195-1217402-E1(1)
195-1217447-E1( 1)
195-1219040-E1( 1)
195-121974Q-El{ 1)
4631225583 2-E1(1)
463-1229991-EI(1)
363-1217207-EI{ 1)
366- 1 LY9RT8-EI{1)
366- 1 212004-E1(1)
3660-1 2197 14-El{ 1)
366-1223916-El( 1)

Location

Chicago, L 60701
Chicago, L 60666
Levering, M1 49735
Philudelphia, PA 19101
Memphis, TN 38173
Ditesburgh, PA 15290
Waverly, AL 36579
Woodhime, NJ 08270
West Grove, DA 19390
Onkland, CA 94015
Washimgron, DO 20260
Spokane, WA 09202
Moraga, CA 94336
Bellmawr, NJ 05099

Subject

Procurement Activiry Review

Procurement Activity Review

Procurement Activity Review

Procurement Activity Review

Procurement Activiry Review

Procurement Activiry Review

Procurement Activiry Review

Expenditures Review

Expenditures Review

Factliry Review

IMPAC Credit Card Review

Postal Service Purchasing Contracts Review
[ostal Service Purchasing Contracts Review
IMPAC Credir Card Review

Financial Investigations (F1) are designed ro protecr postal timancial assets from inreenal

thett or misuse. The investivations also assess risks and evaluate internal conrrols o

prevent financial foss.

Case Number

O17-1199208-FI(2)
Q17-1208931-F1(2)
Q17-1217699-FI(2)
Q1 7-1218506-FI{2)
Q17-1219268-FI(2)
OLT-1219408-F1(2)
N17-1219602-FI(2)
O17-1220575-FI(2)
O17-1220479-FIL Y
Q17-1221008-FI{2)
O17-1221200-F1(2)
Q17-1221201-FI(2)
OI7-1221309-FL{ 2)
C17-1221563-FI{2)
Q17-1222064-FI(2)
017-1222154:FI{ 2)
O17-1222260-FI(2)
Q17-1222261-FI(2)
O17-1222263-FI(2)

Vet

Detroir, M1 48233
Middlerown, VA 22645

New Orleans, LA 70113

Fiavette, M5 30069
Edison, NJ 05901
Ciolden, MS 38547

Chapmanville, WV 25508

Ruhbing, TN 37852
St Lows, MO 63155
Lake Placid, FL 33852

San Anronio, TX 75284

Ft. Worth, TX 7616l
Urica, MS 19173
Elmwood, TN 38560
Frankewmg, TN 158459
LaCirange, TN 35046
Caarron, MO 63833
Canalou, MO 63828

b e )

Mainron, MO 63772



Case Number
T-1222264-FI(2)
017-1222265-F1(2)
O17-1222583-FI()
O17-1222584-FIi )
Q17-1222822-Fl{d)
017-1223677-FI{2)
017-1224131-FI{2)
QM 7-1225375-FI( D)
017-1227171-FI{ )
QI7-1230331-Fi(2)
017-1231248-FL(2)
O17-1231249-FL(2)
Q17-1232511-FI{2)
G17-1233864-FI( D)
O17-12345889-FI1(2)
QI7-1236801-FI()
BIO-1230768-FL( 1)
832-1232122-FIL D
S30-1233017-Fl( 1)
839-1229570-FI(2)
R42-1216340-F1( 1)
S43-1228700-F1( 1)

4
Q

1
1
|

Location

Waolt Island, MO 63881
Dhasy, MUY 63743

Dupo, [L 62239
Okuwville, 1L 62271

El Paso, TX 79910
Hillview, 1L 62052
Wood River, 1L 62095
Rouses Pome, NY 12979
Glendale, AZ 85023
Grreenville, MS 38701
Erie, PA 16515
Bryaneville, MA 02327
Dennisport, MA 02639
Warren, RI 02885
Bellevue, WA 95009
Miltan-Freewater, OR 97862
Auburn, CA 93603
Auburn, WA 98003
Redwood Ciry, CA 94063
Buttalo, NY 14201
Everert, WA 98201
Wauna, WA 95395

Facility Program Audits (FPA) provide independent appraisals of facility-related functions to assist
postal management in minimizing tmancial and operational risk.

Case Number

FL-AR-98-001

98- 1198970-FPA(1)
137-1203422-FPA(T)
237-1211066-FPA( 1)
237-1211249-FPA( 1}
239-1208923-FPA( )

Chicaga, 1L 60606
Philadelphia, PA 19101
Atlanra, GA 30340
Chicago, 1L 60606
Denver, CO 50237

San Francisco, CA 94080

The Sugar House Renovation Project
New Construction-Owned Project Review
Facility Service Office Review

Facility Service Office Review

Facility Service Office Review

Pacific Area Lease Review

Performance Audits (PA) tocus on national systems and procedures and field operations. The audits provide
ncdependent evaluations of major activities, Wentify and caprure operational savings and alerr management o

areas where service and efficiency can be improved,

Case Number

1S-AR-98-001

020-1204520-PA( 1)
021-1200454-PA( 1)
022-1209810-PA( 1)
024-1200009-PA( 1)
Q27-1200043-PA(1)
028-1203387-PALD)
Q291 ORI -PALTY
CIN-1217567-PALL)
Q3R-1219133-PA(2)
044-1208554-PA(2)
045-1196207-PA(2)
045-1199291-PA(L)
030-1205703-PA(2)
Q30-1214341-PA(2)
030-1217544-PA(2)
050-1220486-PA(2)
052-1222666-PA(3)
032-1224613-PA(3)
312-1211232-PA(3)
32-1124467-TA(3)
F13-1210308-PA(Y)

Year 2000 Initiative

Niational Audit on Marketing & Customer Research

National Audit on Metered Postage Administration & Revenue Collection
Natwnal Audit om Auromation Tmpact on Flar Distriburion

Naronal Audue on Carrier Sequence Bar Code Sorter

Natwonal Audic on Facility Planning, Improvemenr and Approval Process
Navonal Audit on Economic Value Added

Naronal Andit on OWCT Medical Payments Review

Penodical Mail Service Review, New York, NY 10001

Review of Sort/Distriburion Enabling Process, Washington, DC 20260
Girievance & Arhitration Review, Philadelphia, PA 19101

Review of EEO Activity, Pasadena, CA 91102

External First-Class Program & Process Review, Boston, MA 02210
Mail Preparation Review, Boston, MA 02210

Rerurn to Sender Mail Review, Denver, CO 80202

External First-Class Mail Review, Denver, CO 80202

Political Campaign Mail Review, Fr. Waorth, TX 76161

Remare Encoding Center, Kearny, NJ 07032

External First-Class Mail Review, Philadelphia, PA 19101

Ourgomg Mail Operations Review, New York, NY 10116

Privority Masl Operations Review, Memphis, TN 38173

Express Mail Operations Review, Washingron, DC 20001

*




314-1211013-PA(3)
I14-1212218-PA(3)
314-1223969-PA(3)
315-1215494-PA(3)
319-1208069-PA(3)
319-1214500-PA(3)
319-1224974-PA(3)

Revenue Investigations (RI) ensure that postal revenue is properly assessed and collecred. Prionity s given
toinvestigating alleged schemes o avoid payment of postage and to idenrity, pursue and seek actions against
violarars through cnvil, administrative and criminal remedies.

D61-1214694-RI(1)
D61-1224536-RI( 1)
061-1233086-RI{ 1)
Q62-1217463-RI(1)
062-1177522-RI{ 1)
Q62-1177528-RI(1)
062-1177530-RI(1)
Q62-1177531-RI(1)
Q62-1177537-RI{T)
062-1184435-RI(1)
062-1201794-RI(1)
J62-1205949-RI( 1)
062-1208030-RI(1)
062-1208141-RI1(1)
062-1211857-RI(1)
D62-1218502-RI( 1)
D62-1218503-RI(1)
Q62-1218305-RI(1)
062-1220366-RI(1)
062-1220449-RI1(1)
062-1222271-RI(1)
062-1222965-R1L1)
062-1224365-RI(1
062-1226004-RI(1)
Q62-1226028-RI(1)
062-1226212-RI(1)
O62-1226445-RI(1Y
062-1226446-RI(1)
J62-1226503-RI(1)
062-1226530-RI1{1)
J62-1226646-RI(1)
062-1226696-RI(1)
062-1227308-R1(1)
062-12273H9-RI(1)
062-12275348-R1(D)
062-12268671-RI(1)
062-1228954-RI(1)
Q62-1229081-RI(1)
062-1229082-RI{1)
Q62-1229359-RI1(1})
062-1232110-RI(1}
062-1234443-RI(1)
062-1238551-RI{1)
063-1231739-RI(2)
064-1219971-RI(1)
V64122491 2-RI01)
064-1162366-RI(1)
064-11585746-R1{1)
064-1209276-RI(1)
064-1213000-RI( 1)

Registered Mail Operations Review, San Francisco, CA 94188

Mail Operanions Review, Memphis, TN 38173

Delivery Vehicle Utilizaron Review, Birmingham, AL 35203
‘chicle Utihizanon Review, Arlanra, GA 30304

External First-Class Mail Review, Housron, TX 77251

Sick Leave Review, St Lows, MO 63153

Prierity End-to-End Review, Seartle, WA 98111

Pittshurgh, PA 15290
Boston, MA 02210
Iselin, NJ 08830
Sourhtield, M1 458037
Minneapolis, MN 55439
Minneapolis, MN 55439
St Louis Park, MIN 35426
West Allis, W133214
Burnsville, MN 33306
Alexandria, VA 22314
Santa Fe Springs, CA 90670
Milwaukee, W1 53203
Pitesburgh, PA 15290
Chicago, 1L 60612
Bellmawr, NJ 08099
Shepherdsville, KY 40165
Shepherdsville, KY 40165
Shepherdsville KY 40163
Royal Oak, MI 45068
Boston, MA 02210
Warren, M1 45000
Cordova, TN 38018
Columbus, OH 43210
Charleston, WV 25301
Cincinnat, OH 43219
St. Louis, MO 63155
Clincinnan, OH 45219
Cincinnari, OH 45219
New Castle, PA 16108
San Bernardino, CA 92403
Pleasant Hill, CA 94523
Litele Falls, MN 56345
St I"flul. MN “)5101
Merntield, VA 22116
Southfield, M1 48076
Boston, MA 02210
Fullerton, CA 92534
Shakopee, MN 53379
Hopkins, MN 33343
Chicago, 1L 60607
Howard Lake, MN 55349
Mason, OH 45040
Ciainesville, GA 30501
Washington, DC 20004
Boston, MA 02210
Boston, MA 02130
Willowbrook, IL 60521
Miami, FL 33152
Berkeley, CA 94710
Jacksonville, FL 32207

Postage Meters
Postage Meters
Postage Meters
Nonprofit Mail
Nonprofit Mail
Nonprofit Mail
Nonprotit Mail
Nonprofit Mail
Nonprofit Mail
Cooperative Mailing
Nonprofit Mail
Nonprofit Mail
Nuonprotit Mail
Standard Mail
Nonprotit Mail
Periodical Mail
Perodical Mail
Penodical Mail
Standard Mail
Standurd Mail
Standard Mail
Srandard Mail
Nonprofit Mail
Nunpruﬁt Mail
Nonprofit Mail
Srandard Mail
Standard Mail
Nonprotit Mail
Standard Mail
Nonprotit Mail
Nnnprnﬁt Mail
Nonprofit Mail
Nonprofit Mail
Srandard Mail
Standard Mail
Standard Mail
Standard Mail
Standard Ml
Nonprofit Mail
Bulk Mail Entry Unit Review
Nonprotit Mail
Nonprofit Mail
Standard Ml
Nnmprnﬁl Mail
First-Class Mail
Nonprofic Mail
First-Class Mail
Presort Verifications
Bypass Mail
First-Class Mail

*



064-1214006-RI(1)
064-1220407-RI(1)
064-1221432-RI(1)
064-1221664-RI(1)
064-1226622-RI(1)
064-1229255-RI(1)
064-1231199-RI{1)
064-1231282-RI( 1)
064-1231736-RI(1)
064-1237691-RI(1)
065-1215484-RI(1)
065-1215631-RI{1}
065-1218491-RI(1)
065-1218496-RI(1)
065-1218497-RI(1)
065-1219739-RI(1)
065-1222292-RI(1)
065-1223277-RI{1)
065-1223281-RI(1)
065-1223909-RI{1)
065-1224779-RI(1)
065-12245848-RI(1)
065-1225903-R1(1)
065-1226045-RI(1)
063-1226867-RI(1)
Q65-1227217-RI(1)
065-1227221-RI(1)
065-1227224-R1(1)
065-1227394-RI(1)
065-1227400-RI(1)
065-1227639-RI(1)
065-1227908-RI( 1)
065-1228301-RI(1)
065-1229366-RI(1)
065-1229454-RI(1)
065-1231382-RI(1)
065-1233839-RI(1)
065-1233886-RI{1)
065-1233918-RI(1}
065-1233919-RI(1)
065-1235608-RI(1)
065-1236668-RI(1)
066-1203627-RI(1)
Q66-1219821-RI(1)
066-1220988-R1(1)
066-1224736-RI(1)
066-1225191-RI(1)
Q66-1227368-RI(1)
066-1230160-RI(1)
066-1230291-RI(1)
067-1188502-RI(1}
D67-1218258-RI(1)
DOT7-1220767-RI(1)
067-1223398-RI(1)
068-1226198-RI(1)
O68-1198706-RI(1)
068-1217268-RI(1)
069-1134058-RI(2)
069-1188871-R1(2)
069-1221533-R1(2)
069-1228306-RI1(2
069-1234254-RI(2
069-1233964-R1(2
069-1237785-R1(2)
090-1194087-RI(1)

)
)
)

Stockton, CA 95202
Lake Zurich, 1L 60047
Charlotresville, VA 22901
Boston, MA 02210
Boston, MA 02210
Houston, TX 77202

Fr. Worth, TX 76137
Avon, MA 02322
Columbus, OH 43228
Dallas, TX 75201
Clarksville, TN 37040
Kalamazoo, M1 49001
Shepherdsville, KY 40165
Shepherdsville, KY 40165
Shepherdsville, KY 40165
Chucago, 1L 60607
Bemidji, MN 56601
Cincinnari, OH 45234
Cincinnati, OH 45234
Canton, OH 44711
Texarkana, TX 75301
Waterloo, A 50701
Austin, TX 78710
Bettendort, 1A 52722
Louisville, KY 40232
Austin, TX 78714
Austin, TX 78714
Austin, TX 78714
Austin, TX 78714
Austin, TX 78710
Austin, TX 78710
Austin, TX 78710
Grand Rapids, M1 49599
Trenton, TN 38352
Minneapolis, MN 55401
Portland, OR 97208
Spokane, WA 99299
Milwaukee, WI 53204
Portland, OR 97208
Spokane, WA 99202
Little Rock, AR 72231
Stevensville, MT 39870
Landsdale, PA 19446
Plattshurgh, NY 12901
Helena, AL 35080
Plainview, TX 79073

Las Vegas, NV 89199

St. Perersburg, FI. 33730
Montgomery, AL 36116
Houston, TX 77202

St. Paul, MN 35164
Mountain Lakes, NJ 07046
Anchorage, AK 99502
South St. Paul, MN 35075
Memphis, TN 38127
Poreland, ME 04100
Texarkana, TX 75501
Windsor, CT 06006
Jersey Ciry, N] Q7096
Chicago, IL 60669
Arlingron, VA 22009
Newark, NJ 07101
Richmond, VA 23258
San Diego, CA 92121
Columbia, SC 29201

Postage Meters

First-Class Mail

First-Class Mail

Bypass Mail

First-Class Mail

Srandard Mail

First-Class Mail

Business Reply Mail
First-Class Mail

First-Class Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Standard Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periadical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Periodical Mail

Plant Load Review

Standard Mail

Pt)atagc Meters

Standard Mail

Bulk Mail Entry Unit Review
Nonprofit Mail

First-Class Mail

Nonprofit Mail

Fourth-Class Mail

Plant Load Review

Bypass Mail

Manifest Mailing System Review
Postage Meters

Direct Mail

Business Mail Entry Unit Review
Back Pay Awards

Inbound Veriticanion Procedures
Postage Meters

Postage Meters
Non-Sutficient Funds Checks
Express Mail Corporate Account
Postage Meters

Official Mail Accounting System

*




O90-1204504-RI(1)
QU1 209668-R1(T)
MIO- 121 2469-RI(1)
090-1214912-R101)
QUO- 121491 3-RI(1)
C90-1214914-RI1(1)
COQ-1220284-RI(1)
Q90-1226525-R1(1)
QU-1226526-RI(1)
Q90-1226527-RI(1)
O9C-1226734-RI(1)
QO0-1226737-RI(1)
QUC-1230268-RI(T1)
Q90-1232062-R1(1)
Q90-1233300-RI(1)
Q9-1233612-RI(T)
inl-1214290-RI01)
i84-1135587-RI(1)
384-1209290-RI( 1)
384-1209293-RI(1)
384- 120952 1-RILL)
384123390 -RI(1)
IN5-1231046-R1(1)
562-1154292-RI(1)
654-1154293-R1(2)
6539-1207396-R1(1)
923-1211393-RI(1)
9213-1218991-RI(1)
923.1223359-RI 1)
913-1231605-RI(1)
923-1233179-RI(1)
914-1171403-RI(1)

Indianapolis, IN 46204
Bellmawr, NJ 08099
Capital Hewhres, MDD 20790
Philadelphia, PA 19181
Lancaster, PA 17602
Harrishburg, A 17107
Boston, MA 02205

Long Beach, CA 90809
Monrovia, CA V1016
Riverside, CA 92501

San Bernardimo, CA 92403
San Bernardino, CA 924013
Bellmawr, NJ 050494
Albany, NY 12201
Washimgton, D 20001
Richmond, VA 23231
San Francisco, CA 94131
BRoston, MA 02205
Boston, MA 2210
Boston, MA 02210

Tire HLllL, PA 13959
Detroir, Ml 45233
Claremont, CA 91711
Philadelphia, A 19101
Philadelphia, A 19101
Lancaster, PA 19602
Bala Cynwyd, PA 19004
Bloomington, 1L 61701
Malvern, PA 19353
Philadelphia, 'A 19101
Fredonia, KS 66736
Wheeling, WV 26003

Otticial Mail Accounting System
Otticial Mail Accounting System
Ottrcial Mail Accounting Svstem
Otticial Marl Accounting System
Otticial Matl Accounning System
Otticial Matl Accounting System
Ottcl Matl Accounting System
WHticial Mail Accounting System

Otticial Mail Accounting Svstem

WHticial Mail Accounting System
Otticial Mail Accounning System
Official Matl Accounting System
Otticial Matl Accounning System
Uiticial Mail Accounting System

Mficial Ml Accounting Svstem

Otticial Matl Accounting System
[ wlape Meters

Nonprotie Mail

Business Reply Mail

International Surtace Airlitt Mailings

Library Rate Eligibility

Address Correction Service
Postage Meters

Postage Meters

Bulk Mail Procedures Review
Non-Sutficient Funds Checks
Business Mail Entry Unir Review
Bulk Mail Entry Unit Review
Bulk Mail Entry Unit Review
Business Mail Enrry Uit Review
Business Mail Entry Unit Review
['resort Verthcations

Service Investigations (SI) involve the evaluation of service performance. The mvestigarions dlso protece

["ostal customers and respond to congressional mguiries.

Case N

O71-1228188-5142)
O711229182-51(2)
O71-1232978-51(2)
O71-1234265-51(2)
O72-1217811-51(2)
072-1219189-51(2)

072-1220915-51{2)
OT2-1221599-81(2)
072-1226541-s1(2)
072-1216536-51(2)
2-1227604-S1(2)
2-1228187-S1( )
312278955002
3-1228652-S1{2)
3.1229133-51(2)
3-1230231-5142)
1-1223817-81(2)
Q0H-1222022-51(3)

Licetion
Poinr Pleasant Beach, NJ 08742
Columbus, OH 43216
Providence, R1 02004
Philadelphia, PA 19101
Philadelphia, DA 19101
Miramar, FL 33027
Philadelphia, PA 19101

Kamsas Caty, MO 64111
Philadelphia, PA 19101
Philadelphia, PA 19101
Fartield, OH 45014
Manasquan, NJ 08736
Philadelphia, PA 19101

St. Louis, MO 63199

New Brunswick, N 05906
Derroir, M1 45232
Philadelphia, PA 19101

San Divgo, CA 92199

Workime Conditions

Mail Service Review

Mail Service Review

Ml Service Review
Observarions of Mail Conditions
Mail Service Review

Mail Service Review

EXFC Ml Processing Review
Ml service Review

Mail Service Review

Mail service Review

Working Conditions

Chrisrmas Ml Observations
Christmas Mail Observations
Christimas Mail Observations
Chiristas Mail Observations
Ohbservations of Mal Conditions
Matl Service Review



Management Advisories are consulting reviews performed by the Office of Inspector General.

CA-MA-98.001 Fuel Test Implementation

and Environmental Compliance $0 50 $0
CA-MA-98.002 Irregulanties at the Greenshora,

NC Bulk Mail Center o Q 0
RG-MA-95-003 Review of Advertising

Agencies' Invoices 0 1,714,041 0
CS-ML-98-001 Vehicle Maintenance and

Pertormunce Review Q 0 0
DA-LA-Y8-001 Tray Managemenr System

Security Incident Q Q 0
[S-MA-95-001 Vehicle Management Accounting

System Conversion Effort Q 0 0
PA-MA-98-001 Enhancement of USPS Audir

Reporting and Follow-up Process 0 0 Q
RG-MA-98-001 Kansas Ciry Fulfillment

Services Center 0 Q0 a
QRG-98-002 Request tor Legal

Fees Reimbursement Q 0 Q

Other Investigations involve reviews performed by the Office of Inspector General,

( er A AR T Subje
EX-IR-98-001 Oklahoma Ciry, OK Report of Investigation
OV-MA-95-001 Atlanra, GA Handling of Internal Aftairs Case




Reparts for which no management

decision was made at the beainning

of the reporting period 25 55,749,457+
Rx‘]*u‘rls I'L'\;llirmj: a4 management

i]n.'t'l.-'um Th:][ WeTE 1.3‘.\'[1L‘L| L'IL:Irlniz

the reporting period 10 $158,228,076%*
Total 35 $163,977,533
Reports for which a4 management

decision was made during the

reporting period (i + i) 9 $2,627,083
(1} Dollar value of disallowed cosrs $1,641,524
(1) Dollar value of costs not disallowed $983,559
Reports for which no managemenr

decision was made by the end of

the reporting period. Negotidtions

Are ONgoing. 26 $161,350,450
Reports for which no management

decision was made withm 6

months of sswance (See note 1, below) 4 31,126,496
Reports for which no managemenr

decision was made within one year

ot issuance (See note 2, page 49) 13 $2.050,554

A roral of S1105,208 was subtracred from the beginning total hecause the amount was included in an
Advisory Report for which no managemenr action was necessary.

B Includes $1,714.041 trom Management Advisory RG-MA-98-003

Note | - Reports for which no management decision was made within 6 months of issuance:

182-1209355-AC(1) Smithsonian Institurion 1,020,438
182-1213081-AC(1) The Royhal Corporanon 47,054
183-1214057-A0(1D) UNARCO Marerial Handling 19,897
190-1212424-A0(2) Kyla, Inc 19.077
Total $1,126,496



Note 2 - Reports for which no management decision was made within one year of issuance:

182-1187366-AC(1)
182-1207097-AC(1)
153-1151214-AC(1)
183-1193208-A0(1)
184-1171743-AC(1)
184-1183079-AC(1)
1R84-1203149-AC(1)
184-1203150-AC(1)
184-1203153-AC(1)
190-1182814-AC(2)
190-1199526-AC(2)
192-1121181-AC(2)
192-1201139-AC(2)

Smithsonian—National Postal Museum
Rick Flake Industrial Development

A R Lithographers

FCB/Leber Karz Partners

Greenleaf Steel Rule & Die Corporation
King Casey, Inc.

King Casev, Inc.

King Casey, Inc.

King Casev, Inc.

Hines Square 678, Inc,

Arlanta Testing and Engineering
ElectroCom Automation, L.

Foster Associates, Inc.

549,720
55,356
38,378

180,774
67,399

353,962
14,542

147,133
41,946

404,418
37,951
57,374

601

Total

$2,050,554



Appendix C

mendations That Funds
t to Better Use

Reparts for which noomanagement
decision was made ar the
begmmning of the reporting period

umber of

579,748,757

Reports requiring o munagement

decision thar were 1ssued

Juring the reporting penod 23

Total =1 $136,996,178

Repores for which o management
decision was made \iurml_[ the
reporting period (1« 1+ i) 15 $33,5891.106

() Value of recommendations
implemented by management 321,910,156

L} Value of recommendations
that management dud not recover $11,980.920

Cin ) Value of recommendations that
management did not avree to implement it 50

Reports tor which no management

decision was made by the end

-1
e

[’

at the reporting period 6t 103,108,

Reports for which no management
decision was made within

G months of ssiimce 5 $23,014,320
(See note 1, page 51)

Reports for which no management
decision wis made wirhin

| vear of issuance | I ‘:‘: 5.74] .;4"}
(See note 2, page 51)

A roral of $413.575 and vne report wis added 1o the begmning toral as i was nor meluded in prior report



Note | - Reports for which no management decision was made within six months of issuance:

International Airlitt

51,719,030

QI 1156014-PALL)

181-1191292-A0C(1) Accu-Sort Systems, Inc. 10,312,313
181120434 L-ACT) Key Hundling Systems, Inc. 129,326
181-1204343-AC( 1) Key Handling Systems, Inc. 134,283
151-1204348-AC( 1) Key Handling Systems, Inc. 336,308
1581-1204350-AC(1) Key Handling Systems, Ine. 722,503
181-1208930-AC(1) ElectroCom Automanion, L.E 183,626
I81-1211002-AC(1) SELCO Steel Erectors Company, Inc. 185,371
IR1-12H1016-A01) SELCOY Sreel Erectors Company, Inc. 182,818
181-1211026-AC(1) SELCO steel Erectors Company, Inc. 258,122
181-121 1033 ACD SELCO) Steel Erecrars Company, Inc. 280,106
181121 TO38-ACHT) SELCO Steel Erecrors Company, Inc. 833456
1RE-1211514-A00 1) Siemens ElectroCom, L1 20,151
181-1212404-ACH 1) Carter Conrrol Systems, Ine. 18,058
151-1212407-AC( 1) Carrer Control Systems, Inc. 21,578
18112124 14-A0( 1) Carter Control Svstems, Inc. 11,071
IS1-1212417-AC(D Carter Control Svstems, Inc. 10,595
[81-1212586-A0(1) Siemens ElectroCom, LF. 3,496,565
I81-1213327-AC(1) Murion Systems, L.C. 491,132
1H1=1213328-A0(1) Maorion Systems, L.C. 545,692
181-1213329-A0(1) Murtion Systems, L.C. 361,088
18112133 3C- AL Motion Systems, L.C. 132,622
181-1213332-AC( 1) Moron Systems, LiC. 564,652
181-1213335-AC(T) Morton Systems, L.C. 518,265
IS1-1214294- A0 1) Midwest Conveyor Company, Inc. 62,330
T81-1214303-AC(1) Midwest Conveyor Company, Ine. 44,112
181-1214767-AC(1) R. Gi. Research, Ine. 11970
181-1215300-AC ) Siemens ElecrroCom, L 39,308
I81-1213426-AC0( 1) Nuorth Coase Suttware, Inc, 26,983
[81-1215545-A0(1) Curter Control Systems, Inc. 52,347
I81-1216979-AC( 1) Motion Svstems, L.C. 468,177
[H1-1217444-AC(1) RCF Economic and Fina 62,317
I81-1217T91-AC( L) Mailcade, Ine. 105,827
IR1-1218347-AC(1) Siemens Electrocom, LD 196,086
1R 219737-A001) Siemens Electrocom, L.E 70,832
Total 823,014,320

Note 2 - Reports for which no management decision was made within one year of issuance:

181-1200819-AC(1) Mid-West Conveyor Company, Inc. 2364,583
181-1201891-AC(1) ElectroCom Automaton, L. 338,760
181-1205609-AC(1) Fanue Robaories North America, Inc. 280,966
I51-1163940-AC(1) ElecrroCom Auromarnion, L.E. 5,370,460
IRI-1171732-AC01) King-Casey, Inc. 174,475
[l T4199-AC(1) Mrce-Waterhouse 1,354,077
181-1181291-AC(1) Cortron, Ine. 155978
181-1187389-AC ElectroCom Automation, 1.1 2,799,714
IR1-1192269-AC(1) ElectroCom Automation, LI 89,068
1S1-1194800- A1) ElectroCom Automation, LI 9,178,587
181-1193161-AC( 1) ElectraCom Automation, L. 4,876
Total $23,741,544

*




Appendix D
Bt

b

0lved Reports

esolution of Findings

Number of Number of

Reports Unresolved at Beginnimng of Penod
— Reports [ssued Before 4-1-97 13 18
— Reports Issued Prior Perod Ending 9-30-97 i5 50
Total 45 68
Reports Issued This Period Ending 3-31-958 149 340
TOTAL REPORTS (See note 1 below) 197 408
Reports Resolved

lssued Betore 4-1-97 7 0
— Issued Prior Period Ending 9-30-97 28 36
— Issued This Period Ending 3-31-98 92 213
TOTAL RESOLVED 127 259
Hupn\r!\ Uniresolved As of 3-31-98
- More Than | Year 4-1-97 (See note 2, page 53) 8 b

Muore Than 6 Months 9-30-97 (Sce note 3, page 53) i 14

Less Than 6 Months 57 27
TOTAL UNRESOLVED 72 153

Repores Resolved With Signiticam

Revised Management Decisions 2 Fi
- Reports Resolved Where Management

Did Nor Agree to Implement All Findings 5 7

Note 1: Contract Audit (AC) activity is included in Appendices A&B.




Note 2 - List of reports pending more than 1 year:

Case Number

1130250-AD(1)

1153645-AD(1)

[ 168350-A07(1)

1200818-AC(1)

| 174880-AD(1)

1203832-51(2)

Condition

FY 1994 Financial Opinion Audit, San Mateo, CA — Management is preparing
instructions on FOB origin payments to place more accountability ar local offices tor
reconciliation procedures.

FY 1993 Financial Opinion Audit, San Mateo, CA — Management has established 4

method to capitalize Associate Office Infrastructure equipment and has established a

policy ta capitalize equipment against budget finance numbers. Management contin-
ues to develop a Direct Vendor Distribution capital equipment purchase process.

Internal Control Audit of USPS Licensing - The Stamp group is developme a new
licensing agreement that clearly states that guaranteed minimums are cumulative
throughout the lite of the contract and s resolving issues on paying royalnies tor
products sold to the Postal Service.

BMC Social and Recreational Fund — Management began implementing recommen-
dations on accountabiliry recordkeepmg and annual audits,

FY 1996 Financial Opimon Audir, San Mareo, CA - A management decision regrard-
ine fleer cards, available through a General Services Administration contract, will be

made mn FY 1999,

Chicago Central Faciliry, Chicago, IL - Management has not implemented recom-

mendations on mail flow and delaye

Note 3 - List of reports pending more than 6 months:

Case Number
L156314-FA(1)

1 159987-RI{1)

[ 19944 7-E1(1)

[197359-AF(1)

1199652-A1X1)

1217968-PA(1)

1213238-RI(1)

International Surface Airlift Mail, Jersey City, N] = Management has not implement-
ed recommendations to establish sack weight requirements, develop formal accep-
tance and payment procedures, initiate a process to identify acceprance ciries, update
dispatch documentation, and ensure guidelines are established tor the Electronic
Marketing and Reporting System.

International Surface Airlift Mail, Elk Grove Village, IL — Management has nor
implemented recommendartions to establish a system which assures that mailing
statements are prompely and properly disseminated.

Procurement Manual Process Deviations, Bellmawr, N] — Management is implement
ing recommendations to ensure evaluation processes and selection decisions are prop-
('Tl\' Llll{_'ll['l'l("'lTL'L[.

Otfice Accountability, Lancaster, W1 — Management is in the process of developing
procedures relating ro the administration of employee accountahilities and the unit

reserve.

EDP Controls, San Mateo, CA — Management s in the process of developing proce-
dures to test critical applications, and provide off-site storage for crivical tiles.

Excessive Overtime Usage, Washington, DC — Management has not implemented
all recommendations regarding contracrual constraints, leave contral and employee

scheduling.

Improper Insert, Farm and Dairy Magazine, Youngstown, OH - Revenue deticiency
was appealed and s stll under review by the Rates and Classification Service Center

*




Appendix E

Summary of Actions Under
39 USC 3005 and 3007

October 1, 1997 - March 31, 1998

Complaints Consent Cease and
Type of Scheme Filed Agreements FROs Desist Orders
Advance fee 2 § 4
Bailer rooms/Telemarkenng i
Conrest/Sweepstakes 3 3 |
Cloupon traud ¢ (K3l Q L8]
Iirectory solicitations | | | |
Ihstributorships | z A
Emploviment ] 4 |
False hillings ] ) |
Fraud sgamst government agencies
Fraud agamst ULS, Postal Servic
Insurianc 0
Invesrmen 3 0
|"!I]\ Q |
Lutteries 39 40
Medical L Q
Memberships ) ! &
Merchandse:
Fatlure ro furnish | i | |
Failure to pay | 4 + 4
Misrepresentation 2 | |
Muscellaneous 4
solicirations
Travel L L
Wirk at home f | 4 &
Tatal 94 42 59 45




Other Administrative Actions

Admimistrative Acrion Requests 04
Temporary Restraining Orders Requested [
Temporary Restraining Orders lssued i
Preliminary Injunctions Requesied 3
Preliminary Injunctions [ssued 3
Cases Using Direct Purchase Authonity Q
Refusals of Direet Purchase Authority 0
Civil Penalties (Section 3012) linposed 0
Expenditures Incurred for:

Test Purchases 0

Expert Testimony 0

Witness Travel 0
Withholding Mail Orders Issued 108

Scheme Definitions

Advance fee. Obtining fees purporting 1o secure buyers or
obraim loans.

Boiler rooms/Telemarketing. An office or suire of offices
with banks of relephones and relephone solicitors who use high-
pressure techniques to persuade consumers to respond to hogus
ntters,

Contest/Sweepstakes. Schemes in which the respondent is
I'Cq‘ill'l.'ti Lo pay a fee ta ohtain prizes of money; gites or ather
items of valoe. “Prizes” are either never \iil[‘r‘l.‘\i or are inferior
what was promised

Coupon fraud. Redeeming cents-oft coupons or manufacturers'
rebates when no merchandise was actually purchased;
establishing fictitious stores, clearing houses or addresses;

submitting counterfeit coupons or rebares by consumers,

Directory solicitations. Froudulenr solicitanions in the guise of
invoices for advertisement or renewal in business direcrories.
Distributorships. ['vramid schemes in which it is mathematically
impassible for all participants 1o recoup therr invesrments. The
emphasis 15 nor on the sale of the product, bur on gerting others
to participate.

Employment. Soliciting money tor information or assistance in
obraining nonexistent or misrepresented jobs,

False billings. Mailing salicitations in the guise of billings.

Fraud against government agencies. Any scheme that
artemprs o defraud @ ULS. government agency excepr the
LLS. Postal Service.

Fraud against U.S. Postal Service. Any scheme tha
sttempts to defrand the LIS, Postal Service.

Insurance. Investigation of insurance-related fraud involving talse
claims, false advertising on rhe availability of insurance, or the
collection of premiums for nonexistent policies,

Investments. Mistepresented opportunities to nvest in
commadities, gems, metals, stocks, honds, certificates of deposit,
mutual funds, IRAs, coins, stamps, art etc

Loans. Mailings soliciring money for information on nonexistent
or misrepresented loans.

Lottery. Advertisements seeking money or property by il for
participation in schemes to win prizes through chance.

Medical. Sales by mail of misrepresented health products o
services, including fraudulent medical deprees

Memberships. Failure to provide services advertised m
connection with organization membershap.

Merchandise failure to furnish. A muail order operror tha
does not provide ordered merchandise

Merchandise failure to pay. Maul order merchandise thar s
‘I('l[1|irL'L| “'“ll‘ it F“’l\\'i\!illu I‘.l\'“'ll'l“

Merchandise misrepresentation. Ml order merchandiae
or services are materially misrepresented in advertising

Miscellaneous. Any other scheme not described m o speaitic
category,

Solicitations. Fraudulent solicitation of tunds throueh the mail
for alleged charitable, religious nmimonty-onented groups and
similar causes or organizations

Travel. Fraudulent vacarion or rravel opportunities.

Work at home. Schemes, such as envelope stutting, thar doonot
provide home employment.



ear 1998

al Statistics

Type of Crime Arrests Convictions*®
Revenue & Asset Protection Program
Expenditure investiganons 2 i
Financial mvestgatons 147 126
Workers' (4 Hapensaron frouud i3 2
Revenue investigations 3l e
Raobbery Si k]
Burglary 109 122
Miscellaneous External Crimes 213 123
fmcludes money order offenses.
thetr other than neals vandalsm and arson)
Assaults Against Emplovees 03
Cinchdes threats and assaults
aninst on-duty postid caployees)
Employee Narcotics Cases 7 18
tincludes emplovees and non-emplovees
sellie narconics on postal property)
Mail Theft by Employees 295 23
Cincludes thett and possession of stolen mail)
Mail Theft by Non-Emplovees or Contractors 2219 1539
(i ludes thett and evssession of stoden manld
Miscellaneous Employvee Crimes D) i
(lm‘hhil'\ thett of |\n~T.1| propeTty
ind sabotage of cquipment)
Bombs/Explosive Devices W s
Mailing of Controlled Substances s34 716
(includes narcotics, sterods,
.|[\|j_:'[l'|;|[l'\! }‘I'\ |l'L'l'n|\ .‘11\! lh"lL: [‘.l'l'.'l]‘l'll']'['l;'ll'l.l‘
Mailing of Child Pornography, Obscenity
or Sexually Oriented Adverrisements a0 T
Mailing of Miscellaneous Nonmailables 37 i3
Lincludes hazardous marerial, tirearms and
WP, Imboxicants, t'Y]W]l wives other thun
|‘\|||Il“‘. exrortion U]ll j.ll‘\ﬂ.' LIJ‘L ll”lL']]I‘1
Mail Fraud (S B3
Total 3,109 4,387

“Convictions reported in this time frame may be related to arrests made in prior reporting periods.

*



Legal

Reference*

i)

Sl &)

A3
Sn4)
S(a)(a)
o)
a7y
Sads)
vl

RIRIR I

M

Sty

Subject Sea A Page

Review of proposed legislation and regulamions e 33

Steniticant problems, ahuses and deficiencies
disclosed i recommendimions FOr COrTECTIVEG 0THOM .1 eirrrersireieerereses s ieessssssssesreresssrs s e 17

Signiticant recommendations previously reported and awaiting management action.... App. [

Summary of nuarters reterred to prospective authorities....

Summary of reports to Postmaster General under Section 6(B)2) i Nomne
Listiotaudit reports-disuedvosmmiamamanimsimmmanainnandnsrminamanmrcnssssAppe A
Summaries of stendicant audie 5 2 e R e D PR sy e e el )

Statistical Tables.. Appe AD

Recommendations thar funds he put 1o hetter 1€ e App, O

Sumnaries of audit reports fssued betore commencement
of reporting period for which no management decision has
heen made by the end of seporting pertod s i App- B-D

Description and explanation of reasons for
stanificant revised management decision made
diringe reporiing period v enmnimininens s eressereatappy D

Information comcerning any signiticant management decision
with which the Inspector General s in diSagreement - None

"Reterences are o Public Liw 1002304, the 1988 Amendiments to the Inspector General Acr ot 1975












OFFICE OF INSPECTOR GENERAL

To Report Potential Fraud, Waste or Abuse, Call

[ he OIG Hotline at
1-888-USPS-0OIG

(1-888-877-7644)

THE OIG HOTLINE IS A NATIONWIDE, TOLL-FREE NUMBER.
ALL CALLS ARE CONFIDENTIAL. YOU MAY REMAIN ANONYMOUS.

You May Also Contact the OIG Hotline
By Sending Your Allegation To:

USPS OIG Hotline
1735 North Lynn Street
Arlington, VA 22209-2020

Or By Sending A Telefax To:
1-703-248-2259




United States Postal Service
Office of Inspector General
1735 North Lynn Street
Arlington, VA 22208-2020

703-248-2100




