OFFICE OF INSPECTOR GENERAL

UNITED STATES POSTAL SERVICE

September 12, 2008

LYNN MALCOLM,
VICE PRESIDENT, FINANCE, CONTROLLER

SUBJECT: Transmittal of Audit Report — Independent Report on Withholdings and
Contributions for Health Benefits, Life Insurance, Retirement, and
Employee Headcount Data (Report Number FT-AR-08-013)

Attached is a copy of the subject report provided to the U.S. Office of Personnel
Management (OPM) Office of Inspector General (OIG) (Project Number
08BD012FT000). The report is provided for information only and requires no
management action.

At the request of the OPM OIG, we performed agreed-upon procedures in accordance
with generally accepted government auditing standards and attestation standards
established by the American Institute of Certified Public Accountants. The procedures
were performed solely to assist the OPM in verifying employee withholdings and
employer contributions reported on the Report of Withholdings and Contributions for
Health Benefits, Life Insurance, and Retirement for three selected payroll periods. We
also verified information presented in the Supplemental Semiannual Headcount Report
for September 2007 and March 2008.

If you have any questions, please contact John Cihota, Deputy Assistant Inspector
General for Financial Accountability, or Lorie Nelson, Director, Financial Reporting, at
(703) 248-2100.

E-Signed by Gordon Milbourn
VERIFY authenticity with Approvelt
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OFFICE OF INSPECTOR GENERAL

UNITED STATES POSTAL SERVICE

September 12, 2008

HONORABLE PATRICK E. McFARLAND
INSPECTOR GENERAL
UNITED STATES OFFICE OF PERSONNEL MANAGEMENT

SUBJECT: Audit Report — Independent Report on Withholdings and Contributions for
Health Benefits, Life Insurance, Retirement, and Employee Headcount Data
(Report Number FT-AR-08-013)

We have performed the procedures agreed upon by the Inspector General and the
Chief Financial Officer of the U.S. Office of Personnel Management (OPM). The
procedures were performed solely to assist the OPM in verifying employee withholdings
and employer contributions reported on the Report of Withholdings and Contributions
for Health Benefits, Life Insurance, and Retirement for the payroll periods ended August
31, 2007; December 21, 2007; and February 29, 2008; and the enrollment information
reported on the Supplemental Semiannual Headcount Report for September 2007 and
March 2008. See Appendix A for additional information about this engagement, and
Appendix B for a description of the procedures.

Conclusion

Generally, we were able to verify the employee withholdings, employer contributions,
and enrollment information the U.S. Postal Service reported and transferred to the OPM
for health benefits, life insurance, and retirement. However, we identified two reportable
issues based on the procedures provided by the OPM.

Aggregate Base Salary®

Aggregate base salaries for Civil Service Retirement System (CSRS) offset employees
on the Supplemental Semiannual Headcount Report did not accurately reflect the actual
salaries paid for the September 2007 or March 2008 reporting periods. This occurred
because the U.S. Postal Service calculated the salaries by dividing the dollar amount of
the employee contributions by the offset retirement rate instead of reporting actual
salaries subject to a retirement deduction. This method does not accurately reflect
actual salaries paid because CSRS offset employee contributions are calculated using
two different retirement rates. The full CSRS rate is applied to pretax benefits (health

! Procedure Number 5.
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benefits, flexible spending for health care, flexible spending for dependent care, and
commuter benefits),? and the Offset Retirement rate is applied to gross salary less
pretax benefits.?

We verified actual salaries paid and calculated differences as shown in the tables
below.

CSRS Offset — Regular Employees*

Reported Verified
Reporting Salaries Salaries Difference
Period (Millions) (Millions) (Millions) Percentage
September 2007 $22.8 $17.2 $5.6 24.48
March 2008 $21.7 $15.4 $6.3 29.15
CSRS Offset — Law Enforcement Employees®

Reporting Reported Verified
Period Salaries Salaries Difference | Percentage
September 2007 $50,815 $44,579 $6,236 12.27
March 2008 $59,285 $52,220 $7,065 11.92

Audit Comment

The Postal Service stated that the report format has not been updated since 1996 and
does not provide clear instructions or directions for calculating pretax contributions.
This discrepancy, which we have reported since 2005, remains outstanding. The OPM
informed us they are working towards a solution for fiscal year 2009.

Employees Enrolled in Civil Service Retirement System Offset®

The Postal Service incorrectly reported the number of employees enrolled in “CSRS
offset with no deductions made” on the Supplemental Semiannual Headcount Report for
the September 2007 reporting period. This occurred because the Postal Service
inadvertently transposed the number.

OPM procedures require the Postal Service to carefully review all headcount reports
before submission and make any adjustments requested by OPM.’

We verified the actual number of enrolled employees with no deductions made and
calculated the difference as shown in the following table.

% The full CSRS rate for regular employees is 7.0 percent and for law enforcement employees is 7.5 percent.

% The offset retirement rate for regular employees is 0.8 percent and for law enforcement employees is 1.3 percent.
* This number includes 7,439 employees for September 2007 and 7,166 for March 2008.

® This number includes nine employees for September 2007 and 10 for March 2008.

® Procedure Number 5.

" CSRS and FERS Handbook for Personnel and Payroll Offices, Chapter 85, Headcounts — Sections 85A6.1-2.C,
Adjustments Requested by OPM, and 85A6.1-2.D, Other Errors.
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CSRS Offset — Regular Employees
Enrolled Employees with No Deductions Made
Reporting Period | Reported | Verified | Difference | Percentage
September 2007 386 368 18 4.66

The Postal Service was aware of the error but considered it immaterial and did not file
an amended Supplemental Semiannual Headcount Report. We found no evidence that
the OPM asked the Postal Service to submit a revised report.

We were not engaged to and did not perform an audit, the objective of which would
have been the expression of an opinion on the withholdings and contributions for health
benefits, life insurance, and retirement, and the headcount report of the Postal Service.
Accordingly, we do not express such an opinion. Had we performed additional
procedures, other matters might have come to our attention that would have been
reported to you.

The sufficiency of the procedures is solely the responsibility of the Inspector General
and the Chief Financial Officer of the OPM. Consequently, we make no representation
regarding the sufficiency of the procedures described in the attachment, either for the
purposes for which this report has been requested, or for any other purpose.

This report is intended solely for the use of the Inspector General and the Chief
Financial Officer of the OPM and should not be used by those who have not agreed to
the procedures and taken responsibility for the sufficiency of the procedures for their
purposes.

If you have any questions, please contact John Cihota, Deputy Assistant Inspector
General for Financial Accountability, or Lorie Nelson, Director, Financial Reporting, at
(703) 248-2100.

E-Signed by Gordon Milbourn
VERIFY authenticity with Approvelt
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Gordon C. Milbourn 1l
Assistant Inspector General
for Audit

Attachments
cc: Mark Reger

Michael R. Esser
William W. Scott, Jr.
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APPENDIX A: ADDITIONAL INFORMATION

BACKGROUND

The Postal Service Information Technology and Accounting Service Center in Eagan,
Minnesota, is responsible for the calculation, disbursement, and reporting of employee
withholdings and Postal Service contributions for health benefits, life insurance, and
retirement. As of March 7, 2008, the Postal Service employed more than 789,800
personnel (approximately 660,400 with benefit entitlements).

During each payroll period reviewed,® the Postal Service withheld more than $82 million
and contributed about $303 million towards benefits. The Postal Service transmitted
these funds to the OPM via the Retirement and Insurance Transfer System (RITS) and
prepared the Report of Withholdings and Contributions for Health Benefits, Life
Insurance, and Retirement for each payroll period detailing the amounts associated with
each benefits category. Additionally, the Postal Service submitted the Supplemental
Semiannual Headcount Report to the OPM detailing the number of employees
associated with each benefits category for September 2007 and March 2008.

OBJECTIVE, SCOPE, AND METHODOLOGY
Our objective was to assist the OPM in verifying:

e Employee withholdings and employer contributions reported on the Report of
Withholdings and Contributions for Health Benefits, Life Insurance, and
Retirement.

e Enrollment information reported on the Supplemental Semiannual Headcount
Report.

To accomplish our objective, we applied the procedures included in Appendix B to the
pay periods ending August 31, 2007, and February 29, 2008, coinciding with the
Supplemental Semiannual Headcount Report for September 7, 2007, and March 7,
2008, respectively. We randomly selected the pay period ending on December 21,
2007, for additional testing.

We confirmed RITS data by verifying payroll source documents. For a sample of

45 employees,® we reviewed personnel documents to verify salaries, retirement, and
the election or nonelection of health benefits and life insurance. For all employees, we
independently calculated employee withholdings, Postal Service contributions, and
enrollment information for health benefits, life insurance, and retirement. We compared

8 This timeframe included approximately 82,500 employees who declined health benefits and approximately 1,300
employees who waived life insurance coverage.

® The universe for sample selection does not include approximately 159,900 employees who elected health benefits
and basic life insurance only (no optional coverage elected).
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the results to actual employee withholdings and Postal Service contributions submitted
to OPM to determine whether differences existed.

We conducted this engagement from November 2007 through September 2008 in
accordance with the American Institute of Certified Public Accountants and generally
accepted government auditing standards attestation standards. The sufficiency of the
procedures is solely the responsibility of the Inspector General and the Chief Financial
Officer of the OPM. Consequently, we make no representation regarding the sufficiency
of the procedures described in Appendix B, either for the purposes for which this report
has been requested, or for any other purpose. We discussed our observations and
conclusions with management officials on August 26, 2008, and included their
comments where appropriate.

We relied on computer-generated data from the Postal Service’s Payroll System. To
validate the data, we traced the basic pay and benefit categories for selected
employees to supporting documentation, and we compared the results to the
computer-generated data.

PRIOR AUDIT COVERAGE

Report
Report Title Number Final Report Date Report Results

Independent Report FT-AR-07-013 | September 20, 2007 Aggregate base salaries for the

on Withholdings and Civil Service Retirement offset

Contributions for employees on the Supplemental

Health Benefits, Life Semiannual Headcount Report

Insurance, did not accurately reflect the

Retirement, and actual salaries paid for the

Employee Headcount reporting period. The U.S. Postal

Data Service Office of Inspector
General (OIG) made no
recommendations.

Independent Report FT-AR-06-017 | September 26, 2006 Aggregate base salaries for the

on Withholdings and
Contributions for
Health Benefits, Life
Insurance,
Retirement, and
Employee Headcount
Data

Civil Service Retirement offset
employees on the Supplemental
Semiannual Headcount Report
did not accurately reflect the
actual salaries paid for the
reporting period. The OIG made
no recommendations.
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APPENDIX B: AGREED-UPON PROCEDURES

SECTION 11
AGEEED-UPON PROCEDURES

RETIREMENT, HEALTH BENEFITS, AND LIFE INSURANCE
WITHHOLDINGS/CONTRIBUTIONS AND SUPPLEMENTAL SEMIANNUAL
HEADCOUNT EEFORT SUBMITTED TO THE
OFFICE OF PERSONNEL MANAGEMENT

OBJECTIVE

To assist the Office of Personne]l Management (OPM) in assessing the reasonableness of
Retirement, Health Benefits, m&LLfeInmnmemthhn]dmgs and contmbutions as well as
enrollment information submitted via the Semianmual Headcount Report.

BACKGROUND

The Agreed-Upon Procedures (AUPs) relating to the submission to OPM of
withholdmgs/contnbutions for Retirement Health Benefits. and Life Insurance relate to the use of
the Retirement and Insurance Transfer System (RITS). BITS is the authonzed method of
submitting withholding and contribution information to OPM. Agency payroll providers (APPs)
that are technically unable to transmit benefit information to OPM via FITS may continue to
submut withholdings and contributions via the hard copy SF 2812 (and SF 2812-A), "Report of
Withholdings and Contnbutions for Health Benefits, Life Insurance and Retirement”™ to OPM. The
AUPs to be applied to those APPs submutting withheldings and contnbutions to OFM via the hard
copy SF 2812 forms are similar to those for RITS.

PROCEDURES

Obtain the APP's September 2007 and March 2008 Semianmual Headcount Report submutted to
OPM and a summary of RITS submissions for September 2007 and the current fiscal year. For
Retirement, Health Benefits, and Life Insurance select a total of three RITS submassions for
September 2007 and the current fiscal year; two will comeide with the September 2007 and March
2008 Semianmal Headcount Report. Obtan payroll information for the periods coverad by the
RITS submussions selected.

Note: Hereinafter, the term payroll information refers to all payroll information, whether it is a
payroll register, payroll data files, or other pmyroll support data.

1 Compare RITS submission data to the payroll information by performing the following
procedures (Mote: For cross-servicing agencies, if the mternal controls are the same for all
agencies serviced, it is only necessary to perform this procedure for one agency.):

l.a  PRecalenlate the mathematical accuracy of the payroll information.
lb. PRecalculate the mathematical accuracy of each RITS submission for the payroll
mformation selected mn step 1.a.

Page 1 of 10
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2a

2b.

2c

lc

Compare the employee withholding information at the aggregate level for
Petirement, Health Benefits, and Life Insurance (as adjusted for reconciling items)
shown on the payroll mformation obtamed m step 1.a_ to the related amounts shown
on the RITS submission for the cormesponding period.

Peport any differences for each of the Retirement. Health Benefits. and Tife Insurance
(categories) for step 1.c. that are over one percent of the aggregate amount reported for each
of the three categones. Obtain from management a management official name, an
explanation telephone number, and an email address for the differences above the one
percent threshold

Fandomly select a total of 25 individuals who were in the payroll system for all three of the
EITS submussions selected above that meet all the following critenia:

covered by the Civil Service Retirement System (CSE.S) or the Federal Employees
Petirement System (FERS);

enrolled in the Federal Employees Health Benefits Program;

covered by Basic Life Insurance; and

coverad by at least one Federal Employees” Group Life Insurance (FEGLI) optional
coverage (Option A, B, or C).

Obtain the following documents, either in electromic or hard copy format, from the Official
Personnel File (OFF) for each individual selected in step 2.a. Hard copies can be onginals
or certified copies.

all Notifications of Personnel Actions (SF-30) covening the pay periods m the RTTS
submissions chosen;

the Health Benefits Election Form (SF-2809) coverng the pay penods in the BITS
subnmssions chosen or, if applicable, obtain a report (via the agency personnel
office) from the agency’s automated system that allows parhicipants to change
benefits, (e.2. Employee Express), for any Health Benefits transactions in that
system for the individuals selected in step 2.a. (note: a new SF-2800 is needed only
if an employee is changing health benefit plans, therefore the form could be mamy
years old); and

the Life Insurance Election Form (SF-2817) covenng the pay periods in the RITS
submission chosen (note: a new SF-2817 is needed only if an employee is changing
life mnsurance coverage, therefore the form could be many years old).

L For Health Benefits, compare date of transaction with date on the certified
copy of the SF-2809 or the agency’s automated system report obtained
above to identify whether the health benefit information to be used in the
step 2 f covers the pay periods in the RITS submissions chosen.

For each mdividual selected in step 2.a_, compare the base salary used for payroll purposes
and upon which withholdings and confributions generally are based to the base salary

Page 2 of 10
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2d

Xe

2f

2g

2h

21

reflected on the employee’s SF-50. Report any differences resulting from this step and
obtain management’s explanation for the differences.

For Retirement for each individual selected in step 2.a | compare the retirement plan code
from the employes’s SE-30 to the plan code used m the payroll system Peport amy
differences resulting from this step and obtain management’s explanation for the
differences.

For each mdividual selected in step 2.a., calculate the retirement amount to be withheld and
contributed for the plan code from the employee’s SF-50, by multiplying the base salary
from the employee’s SF-30 by the official withholding and contribution rates required by
law. Compare the calculated amounts to the actual amounts withheld and contributed for
the refirement plan. Report any differences resulting from this step and obtain
management”s explanation for the differences.

For Health Benefits for each individual selected in step 2.a_, compare the employes
withholdings and agency contributions to the official subscription rates issued by OPM for
the plan and option elected by the employee, as documented by a Health Benefits Election
Form (SF-2209) in the employee’s OPF or automated system that allows the participant to
change benefits (e.g. Employee Express.) Report any differences resulting from this step
and obtain management’s explanation for the differences. The Health Benefits rates can be
found on OPWM’s website at http://www.opm. gov/insure health0&rates/ mdex. asp

For Life Insurance for each individual selected in step 2.a., confirm that Basic Life
Insurance was elected by the employee by mspecting the Life Insurance Election Form (SF-
2217) documented in the employee’s OPF. Report any differences resulting from this step
and obtain management’s explanation for the differences.

For each mdividual selected in step 2.a | calculate the withholdng and contmbution
amounts for Basie Life Insurance using the following:

For withholdings: Found the employee’s annual base salary up to the nearest
thousand dollars and add $2,000. Divide this total by 1,000 and multiply by the rate
required by law. The Life Insurance rates can be found in the FEGLI Program Booklet on

OPM’s website at http://'www.opm gov/insure/life/handbookcosts asp .
For agency contributions: Divide the employee withholdings calculated above by two.

Compare the calculated employee withheldings and agency contributions to the actual
amounts withheld and contributed for Basic Life Insurance. Report any differences
resulting from this step and obtain management’s explanation for the differences.

Also, for Life Insurance for each individual selected in step 2.a., compare optional coverage
elected as documented on the SF-2817 in the employee’s OPF to the optional
documented in the payroll system  Report any differences resultmg from this step and
obtain management’s explanation for the differences.

Page 3 of 10
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2j.

For each mdividual selected in step 2.a_, caleulate the withhelding amounts for optional life
insurance using the following:

For Option A: Locate the employee’s age group using the age groups provided for Option
A in the FEGLI Program Booklet. The withholding amount to be used 1s the rate listed m
the FEGLI Program Booklet for that age group. Compare the caleulated amount to the
amount withheld for Option A Life Insurance. Feport any differences resulting from this
step and obtain management’s explanation for the differences.

For Option B: Inspect the SF-2817 to obtain the number of multiples chosen for Option B.
Locate the employee’s age group using the age groups provided for Option B in the FEGLI
Program Booklet Found the employee’s annual rate of basic pay up to the next 1000,
divide by 1000, and multiply by the rate for the respective age group. Multiply this amount
by the mumber of multiples chosen for Option B Life Insurance. Compare the calculated
amount to the amount withheld for Option B Life Insurance. Beport any differences
resulting from this step and obtain management’s explanation for the differences.

For Option C: Inspect the SF-2817 to obtan the number of multiples chosen for Option C.
Locate the employee’s age group using the age groups provided for Option C in the FEGLI
Program Booklet. Multiply the rate for the age group by the mmmber of multiples chosen
for Option C Life Insurance. Conapare the caleulated amount to the amount withheld for
management’s explanation for the differences.

Pandomly select a total of 10 employees who have go Health Benefits withholdings from
the payroll mformation corresponding to the three ETTS submissions selected above and
perform the following for each employee selected

3.2 Obtain SF-2809s covening the pay periods in the BITS submussions chosen, either in
electronic or hard copy format, from the selected employee’s OPF or, if applicable,
obtain a report (via the agency personnel office ) from the agency’s automated
system that allows participants to change benefits, (e.g. Employee Express), for any
Health Benefit transactions m that system for the mdividuals selected. Hard copies
can be onginals or certified copies. Inspect the documentation (that 1=, SF-2809 or

the agency’s system-generated report) to identify whether health benefits coverage
was not elected  This can be identified in the following ways:

* absence of an SF-2809 m the OPF and no election of coverage made through the
agency s automated system that allows participants to change benefits (e g.
Employee Express) ; or

= an 5F-2800 m the OPF with Section E checked (mdicating cancellation of coverage)
and no later election of coverage throngh the agency’s antomated system that allows
participants to change benefits (e.g. Employee Express); or

Page 4 of 10
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= cancellation of coverage through the agency’s sutomated system that allows

participants to change benefits (2 . Employee Express) and no later election of
coverage with an SF-2809.

3b.  Compare the result in step 3.a. to the RITS submissions. Report any differences
resulting from this step and obtain management’s explanation for the differences.

4. PRandomly select a total of 10 employees who have no Life Insurance withholdings from the
payroll mformation comresponding to the three RITS submissions selected above and

perform the following for each employee selected.

4a  Obtam the SF-2817s covenng the pay peniods n the RTTS submissions chosen,
either in electronic or hard copy format, from the selected employee’s OPF. Hard
copies can be originals or certified copies. Inspect the SF-2817 to identify that the
employee waived or cancelled Basic Life Insurance coverage.

4b.  Compare the result in step 4.a. to the BITS submissions. Report any differences
resulting from this step and obtain management’s explanation for the differences.

3 Calculate the headcount reflected on the September 2007 and March 2008 Semiannual
Headcount Report selected, as follows.

5.2 Obtain exasting payroll mformation (from step 1.a.} supporting
each Supplemental Semianmmal Headeount report. If existing payroll data are not
available, obtain a payroll system query that summanzes detailed payroll data
supporting each Supplemental Semiannmal Headeount Report, as follows:

Benefit Category (see Semiannual Headcount Beport).
Dollar Amount of withholdings and contnbutions.
Number Enrolled (deductions made/noe deductions).
Central Personne] Data File Code.

Aggregate Base Salary.

3b.  PRecalculate the Headeount reflected on each Sermanmual Headeount Report. If an
electronic file 15 not available, a snggested method of recalenlating the Headeount 13
as follows: (1) estimate the mmmber of employees per payroll register page by
counting the employees listed on several pages, (2) count the mumber of pages in the
payroll register, and (3) multiply the mmber of employees per page by the mumber
of pages, or count (using a computer audit routine) the number of employees on the
payroll data file for the peniod.

.. Compare the payroll mformation obtained in step 5.a_ and the caleulated headeount
from step 5.b. to the information shown on each respective Semiannual Headeount

Page 5 of 10
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35d  PReport any differences (i.e., gross rather than net) greater than two percent between
the headcount reporting on each respective agency Senmannual Headcount Feport
and payroll information from step 3.a_ and the calenlated Headcount from step 5.b.
Obtain from management a management official name, telephone number, an email
address, and an explanation for the differences.

6. Calculate employer and employee coninbutions for Retirement, Health Benefits, and Life
Insurance as follows:

6.a.  Calculate Retirement withholdings and contnbutions for the three pay
pericds selected in step 1.2, as follows:

L Multiply the CSE.S and FERS paytoll base by the withholding and employer
contribution rates required by law.

1 Comapare the calculated totals from step 6.a.1. to the related amounts shown
on the BITS submissions. Report any differences (i.e., gross rather than net)
between the calculated amounts and the amounts reported on the RITS
submissions greater than five percent of the amoimts on the RITS
submission, and obtain management’s explanation for the differences.

6b. Calculate employee withholdings and employer contributions for Health
Benefits for the three pay periods selected in step 1.a., as follows:

L Multiply the number of employees enrolled n each Health Benefits plan and
plan option by the employes withholdings and employer contributions for
the plan and cption.

L. Sum the totals i step 6.b1. and compare the result with the Health Benefit
withholding and contribution amounts shown on the BITS submissions.
Feport any differences (1.e., gross rather than net) between the calculated
amounts and the amounts reported on the BITS submssions greater than five
percent of the amounts on the EITS submission, and obtain management’s
explanation for the differences.

6.c.  Calculate the Basic Life Insurance employee withholdings and employer
contnbutions for the three pay periods selected in step 1.a., as follows:

1 Obtain a payroll system query from APP persomnel to obtam the total
number of employees with Basic Life Insurance coverage and the aggregate
anmual basic pay for all employees with Basic Life Insurance.

i For employee withholdings: Add the product of 2,000 times the mmmber of

employees with Basic Life Insurance coverage from step 6.c.1 above to the
aggregate anmual basic pay for all employees with Basic Live Insurance

Page 6 of 10
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6.d

v

from step 6.c.1 above to calculate the estimated total Basic Life Insurance
coverage. Divide this calenlated total by 1,000 and nmultiply by the
withholding rate required by law. The Life Insurance withholding rates can
be found in the FEGLI Program Bocklet on OPM's website.

Comapare the result in step §.c.ii. to the withholdings for Basic Life
Insurance coverage reported on the RITS submission. Beport any difference
(Le_, pross rather than net) between the estimate and the amount of
withholdings reported on the RITS sobmission greater than five percent of
the amounts on the RITS submussion, and obtain management’s explanation
for the difference.

For agency contributions: Divide the results of step 6.c.ii. by two — this
approximates agency contributions, which are one-half of employee
withholdings. Compare this result to the amount reported on the BITS
submission. Report any differences (i.e., gross rather than net) between the
estimated amount and the actual amount reported on the BITS submission
greater than five percent of the amounts on the RITS submission, and obtain
management’s explanation for the differences.

Calculate the Option A, Option B and Optien C Life Insurance coverage
withholdmgs for the three pay periods selected by using detail payroll reports used
to reconcile the PITS reports in Step 1. In addition to the information nsed for step
1, the reports should include the employes's date of birth, annmal rate of basic pay,
and mumber of mmitiples selected for Option B and C. Note: While smmlar to step
2., the caleulation at this step is for the entire amount reported on the RITS
submissions for the three pay periods selected, as opposed to the sample of 25
employees mn step 2.

L

Multiply the number of employees in each age group by the appropriate rate
for Option A in accordance with the rates for age groups provided in the
FEGLI Program Bocklet.

Comapare the result in step 6.d.1. to the amounts for Option A reported on the
FBITS submussions. Feport any differences (Le., gross rather than net)
greater than two percent of the amounts on the RITS submission, and obtam
management’s explanation for the differences.

Segregate the reports for Option B and Option C insurance into the age
groups shown i the FEGLI Program Booklet For Option B, round the
employee's annual rate of basic pay up to the next 1000, divide by 1000,
multiply by the rate for the age group nultiply this by the mumber of
mmultiples:

(Annual rate of basic pay (tTounded up) /1000*rate* omltiples).

Page 7 of 10
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For Option C, multiply the rate for the age group by the oumber of mmiltiples
chosen for each employee.

. Comapare the result in step §.d iii. to the amounts for Option B and Option C,
respectively, reported on the RITS submissions. Peport any differences (1.e.
gross rather than net) greater than two percent of the amounts on the BITS
submission for Option B or Option C, and obtain management’s explanation
for the differences.

Page 8 of 10

13



Independent Report on Withholdings and Contributions for Health Benefits, FT-AR-08-013
Life Insurance, Retirement, and Employee Headcount Data

REVISIONS TO INSTRUCTIONS
{from the Office of Management and Budeet's Bullatin Mo, 07-04; dudit Requirements for Federal Financial
Stertemments dated September 4, 2007)

11. AGREED-UPON PROCEDURES: RETIREMENT, HEATTH BENEFITS, AND
LIFE INSURANCE WITHHOLDINGS/CONTRIBUTIONS AND
SUPPLEMENTAL SEMIANNUAL HEADCOUNT REPORT SUBMITTED TO
THE OFFICE OF PERSONNEL MANAGEMENT (OFM). The Agreed-Upon
Procedures (AUPs) emumerated m “Section 117 shall be performed anmmally in
accordance with Statements of Standards for Attestation Engagements, AT Section
201, “Agreed-Upon Procedures Engagements ™ The AUPs are designed to assist
OPM in assessing the reasonableness of the Retirement, Health Benefits, and Life
Insurance withholdings/contributions as well as semuannual headcount information
submmtted by agencies. The sufficiency of the procedures 1s solely the responsibility
of the Inspector General and the Chief Financial Officer of OFM and shall be applied
to the 12 months ended August 31 of each year.

a. Refer to hitp://wew opm govioig for the current AUPs required by OPM.

b. The auditor of each payroll provider shall apply the AUPs separately (1) for each
entity designated as subject to the CFO Act in Appendix A; (2), the Department of
Homeland Security; and (3) each entity not designated as subject to the CFO Act
that has 30,000 or more employees.

c. Although the anditor nomst perform the AUPs separately for each applicable entity.
the auditor shall combine the results nto a single report.

d  The anditor of the payroll provider 1s the principal auditor for the purpose of
performing the AUPs. The auditors of customer agencies shall participate to the
extent necessary to ensure that the AUPs are performed effectively and within the
established timeframes.

e. Inlight of the migration of payrell servicing responsibilities under the e-Payroll
mitiative, the payroll provider as of March 31 shall be responsible for assuring
that the AUPs are performed and reported upon

f The report on the performance of the AUPs shall be submitted no later than
October 1. To the extent practical, manapement’s comments on the auditor’s
findings shall be included in the report.

g. Ifaspecific AUP cannot be performed, the anditor nmst propose to OPM's Office
of the Inspector General (OIG) in writing no later than July 15 at the address in
10.g. an alternative procedure that would accomplish the AUPs’ objectives. In
addition, auditors shall notify OPM’s OIG by September 1 of any other anticipated
difficulties m completing the procedures and submitting the required report by
October 1.
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h. The principal anditar of the payroll provider is required to report all findings fo
OPM by adhering to the ATCPA and Government Auditing Standards
atfestation sl‘nﬂdmds fﬂmmi‘ that can be _f'm.'n.:f on ﬂle Sfollowing website

p9201 PDE paragraphs 31 and

3} umfg .-d-‘rnm' Eam M?I&:Mhnpm- E respectively. This will
assist and enhance OPM's ability to track each finding for all agencies.

L Apencies shall submit three copies of the report on the application of thesa
procedures to OFM's OIG at the address below or, alternatively, may email the
report as a PDF attachment to wwscottidopm gov, with a cc: fo
Financei@opm.gov.

US. Office of Personnel Management
Office of Inspector General

Foom 6400

1900 E Street, N.W.

Washington, DC 20415
Aftention: W.W_ Scott, Jr.
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