OFFICE OF INSPECTOR GENERAL
UNITED STATES POSTAL SERVICE

March 19, 2009

STEVEN J. FORTE
VICE PRESIDENT, NEW YORK METRO AREA OPERATIONS

TERRY J. WILSON
VICE PRESIDENT, SOUTHEAST AREA OPERATIONS

ANTHONY M. PAJUNAS
VICE PRESIDENT, NETWORK OPERATIONS

SUBJECT: Audit Report — U.S. Virgin Islands Delayed Mail —
Transportation Issues (Report Number NL-AR-09-003)

This report presents the results of a Congressional request to review mail service to the
U.S. Virgin Islands (USVI) (Project Number 08XG032NL000). This report focuses on
mail transportation and associated logistics processes. Our objective was to determine
if the U.S. Postal Service transported mail in a timely manner to the USVI. See
Appendix A for additional information about this audit.

Conclusion

The Postal Service did not always transport mail in a timely manner to the USVI,
resulting in mail delays, service degradation, and customer complaints. We found that:

e For Periodicals, Package Services, and Standard Mail® classes, some
prescribed surface transportation modes and schedules did not allow
achievement of service standards.

e There was not always sufficient commercial air capacity for First-Class Mail® and
Priority Mail®.

e There was excessive mail handling, underutilized transportation container
capacity, and inadequate mail tracking.

e Local air transportation within the USVI was not always reliable.
The Postal Service could improve mail timeliness to the USVI by adjusting

transportation modes, schedules, and capacities where possible; fully utilizing
transportation containers; and addressing other transportation process deficiencies.
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We also noted other issues on service standards and mail security (see the “Other
Matters” section in the report).

Inadequate Transportation Modes, Schedules, and Capacity

We concluded surface transportation modes and schedules were sometimes
inadequate for transporting Periodicals, Package Services, and Standard Mail to the
USVI in order to meet service standards. This occurred because management could
not always obtain the most effective transportation due to transportation costs and malil
class transportation modes specified in the Postal Service’s Dispatch and Routing
Policies and National Dispatch Instructions.

Further, some First-Class and Priority Mail could not be transported as scheduled on
contracted air transportation because the Postal Service did not have enough
commercial air lift in Miami, FL, to handle the volume. As a result, some of this malil
was not delivered timely to USVI customers. While mail delivery was impacted, we
acknowledge the challenges management faced, and the efforts it undertook, in
balancing service and cost, and in obtaining sufficient lift given volume fluctuations,
forward contract planning requirements, and contract volume commitments.

The Postal Service has an opportunity to improve the timeliness of mail service by
adjusting air transportation capacities where possible. See Appendix B for our detailed
analysis of this topic.

We recommend the Vice President, New York Metro Area Operations, in coordination
with the Vice President, Southeast Area Operations and the Vice President, Network
Operations:

1. Continue to monitor transportation of mail to the U.S. Virgin Islands to ensure the
Postal Service transports mail timely and meets established service standards.

2. Review surface transportation mail modes and schedules for Periodicals, Package
Services, and Standard Mail to the U.S. Virgin Islands to ensure they meet service
standards and make adjustments as necessary considering logistics policies,
service, and cost.

3. Review and revise air transportation modes and capacities as necessary to the U.S.
Virgin Islands for First-Class and Priority Mail and obtain adequate capacity to
ensure it meets service standards. This should include continuing to actively pursue
volume shifts among providers to reduce rollover in Miami, FL; obtain the most
economical, service-responsive transportation; and reduce overall costs.
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Management’s Comments

New York Metro and Southeast Area management agreed with the finding and
recommendations. The areas worked cooperatively to take extensive corrective
actions, which included increased internal controls, new or revised methods of
monitoring, and verification and process improvements. Both areas stated they are
working proactively and cooperatively with Headquarters Network Operations, which
they anticipate will produce effective results.

Headquarters Network Operations management stated they are conducting an analysis
to determine the feasibility of routing all mainland Priority Mail directly through Memphis,
TN, to San Juan, Puerto Rico (PR) for distribution and transportation to St. Thomas and
St. Croix, USVI. Management stated that this review is a direct result of the U.S. Postal
Service Office of Inspector General (OIG) audit, and if the routing can be accomplished,
management believes they can improve service and save money by completely
removing Miami, FL, from the network flow. Management believes this is a reasonable
approach because distribution equipment at San Juan, PR is more efficient now than
when the current labeling list instructions and routings were put in place.

Management's comments, in their entirety, are included in Appendix D.

Excessive Mail Handling

Postal Service facilities at key mail concentration points were excessively looping mail,
reworking mail, and making improper separations, which contributed to mail delays.
This occurred because the Postal Service did not clearly establish and monitor
processes for correctly handling and transporting USVI mail. See Appendix B for our
detailed analysis of this topic.

We recommend the Vice President, New York Metro Area Operations, in coordination
with the Vice President, Southeast Area Operations:

4. Review and revise mail transportation and distribution processes to the U.S. Virgin
Islands and oversee key transportation concentration point operations to ensure
minimal handling of mail.

Management’'s Comments

Management agreed with the finding and recommendation. Caribbean District and
Jacksonville Bulk Mail Center (BMC) officials held several meetings and implemented
new or revised processes at the Jacksonville BMC to correct and improve sort plans,
eliminate excessive mail handling, and improve mail arrival and dispatch profiles. In
addition, New York Metro Area management, in coordination with Headquarters
Network Operations, agreed to reevaluate the Priority Mail concentration point plan in
Miami, FL, to determine they can reduce rerouting of mail to the USVI through San
Juan, PR, which would reduce excess handling.
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The Southeast Area reviewed and revised its processes. The Jacksonville, FL,
Processing and Distribution Center (P&DC) changed sort and separation plans at the
facility effective November 24, 2008, reducing mail processing time and improving
service for the Caribbean District.

Underutilized Mail Transportation Container Capacity and Inadequate Tracking

We identified some unused capacity in sea containers used to transport Periodicals,
Package Services, and Standard Mail from Jacksonville, FL, to San Juan, PR, that
contained mail for the USVI, resulting in transportation delays and unnecessary costs.
This occurred because of insufficient oversight in the container preparation process,
including mail handling, packing, and shipping. We estimate the Postal Service could
improve service by increasing overall container cubic feet utilization by 5 percent,
resulting in savings of approximately $248,000 a year," or about $495,300 over 2 years.

We also determined the Postal Service did not adequately track shipments of mail on
sea vessels, impacting mail timeliness. This occurred because of insufficient
coordination and communication between Postal Service officials at the origination and
destination locations and insufficient knowledge regarding the capabilities of the Postal
Service’s Transportation Information Management Evaluation System (TIMES).? See
Appendix B for our detailed analysis of this topic.

We recommend the Vice President, New York Metro Area Operations, with direct
authority and oversight from the Vice President, Southeast Area Operations:*

5. Maximize sea container capacity out of Jacksonville, FL, to help reduce
transportation costs.

6. Adequately monitor, track, and control shipments of sea containers on a first-in first-
out basis.

7. Ensure management fully trains staff on the capabilities of Postal Service
transportation systems.

Management’'s Comments
Management agreed with our findings, recommendations, and monetary impacts.

Regarding container capacity, New York Metro Area management stated they
discussed the container capacity issue with the Southeast Area to ensure that

! Estimate based on saving one container out of 20 (or two per week) at 2008 price levels.

% The official tracking system the Postal Service uses to manage its surface transportation operations.

% The Vice President, Southeast Area Operations, controls transportation processes at Postal Service facilities in
Jacksonville and Miami, FL, to the USVI. Therefore, direction from the New York Metro Area management on
transportation from these facilities to the USVI can be carried out only with authority from Southeast Area
management.
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containers from Jacksonville, FL, to San Juan, PR, and the USVI are maximized. They
also plan to work closely with the Caribbean District to ensure maximization of
containers from San Juan, PR, to the USVI. Southeast Area management agreed to
continue to monitor all data surrounding the sea containers out of Jacksonville, FL, to
ensure maximum utilization. The Southeast Area also agreed that the savings related
to utilization could be achieved.

Regarding container monitoring, tracking, and controls, the New York Metro Area stated
the Caribbean District will use TIMES to enter their load information and confirm alll
arrival loads using the system, and stated they shared these plans with the Southeast
Area. Management also stated they will work with the Caribbean District to locally
reimplement yard management-type reporting to continually track the containers. The
Southeast Area has requested that Headquarters Network Operations — Transportation
Field Support issue policy on the proper procedure for dispatch and receipt of mail using
TIMES when dealing with offshore facilities, and stated they will continue to work with
headquarters to implement a proper procedure.

Finally, both the New York Metro and Southeast Areas have agreed that staff should be
trained or retrained on all capabilities of TIMES. The New York Metro Area stated that
they provided refresher training to employees at facilities in Puerto Rico in August 2008
and will expand the training to the USVI with an estimated completion date of March 31,
2009. They stated they will continue to provide refresher training on a semiannual
basis.

Local Contractor Performance

We determined that air transportation in the USVI was not always reliable, impacting
mail timeliness. This occurred because contractor performance needed more oversight.
See Appendix B for our detailed analysis of this topic.

We recommend the Vice President, New York Metro Area Operations, work with the
Vice President, Network Operations, as necessary, to:

8. Ensure air contractors within the U.S. Virgin Islands adhere to established
schedules.

Management’s Comments

Management agreed with our finding and recommendation. Management stated that
the Caribbean District, in collaboration with Headquarters Network Operations, has
increased both carrier performance monitoring and their review of irregularities, and is
more formally addressing issues with the supplier.
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Other Matters

Service Standard Comparison - We determined the established delivery service
standards for the USVI were comparable to a similar U.S. territory, Guam. Our review
of the Postal Service’s National Service Standards showed that it actually takes longer
to get mail from the continental U.S. to Guam than to the USVI, but the additional time is
due to the unique characteristics of, and the added distance to, Guam.

Mail Security - We determined that staff coverage at the St. Thomas Air Transfer Office
was not adequate to provide oversight of mail during transportation. As a result, mail
was sometimes left unsecured. See Appendix B for our detailed analysis of these
topics.

We recommend the Vice President, New York Metro Area Operations, work with the
Vice President, Southeast Area Operations, and Vice President, Network Operations,
as necessary, to:

9. Provide adequate staff scheduling at the St. Thomas Air Transfer Office to ensure
mail is secure at all times.

Management’s Comments

Management agreed with our finding and recommendation. Management stated that
they will provide mail security at the facility, with oversight by a Postal Service ramp
clerk, and will ensure staffing and scheduling at the facility to manage and monitor mail
received from air carriers.

Evaluation of Management’s Comments

The OIG considers management’s comments responsive to the finding and
recommendation, and management’s corrective actions should resolve the issues
identified in the report.

The OIG considers recommendations 1 through 5 significant and, therefore, requires
OIG concurrence before closure. Consequently, the OIG requests written confirmation
when corrective actions are completed. These recommendations should not be closed
in the Postal Service’s follow-up tracking system until the OIG provides written
confirmation that the recommendations can be closed.

We will report $495,340 of monetary impact as funds put to better use in our
Semiannual Report to Congress.
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We appreciate the cooperation and courtesies provided by your staff. If you have any
guestions or need additional information, please contact Jody Troxclair, Director,
Transportation, or me at (703) 248-2100.

E-Signed by’ Robert Batta
VERIEY authegiticity-withApp:
o betd . /,»%/j

Robert J. Batta
Deputy Assistant Inspector General
for Mission Operations

Attachments

cc: Patrick R. Donahoe
William P. Galligan
Monica A. Hand
Cynthia F. Mallonee
Katherine S. Banks
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APPENDIX A: ADDITIONAL INFORMATION

BACKGROUND

The Caribbean District manages Postal Service operations in the USVI, which is part of
the New York Metro Area. In managing operations, the New York Metro Area also
relies on direction from the Vice President, Southeast Area Operations, to oversee
transportation to the USVI through Jacksonville and Miami, FL. The USVI consists
primarily of three islands covering about 134 square miles: St. Thomas, St. Croix, and
St. John. The islands are about 90 miles from Puerto Rico and 1,100 miles from
Florida. The population of the USVI is a little over 100,000 people.

The location and geographical dispersion of the USVI creates service challenges for the
Postal Service. The Postal Service’s established delivery service standards for the
USVI vary by mail type as shown in Chart 1 below. See Appendix C for a geographical
breakdown of service standards to the USVI.

Chart 1 — Delivery Service Standards for USVI

From the U.S. From Puerto Rico to USVI

Mail Type Mainland (Days) and Within the USVI (Days)
First-Class 4 2
Priority 3 1
Periodicals 8-12 3
Standard 9-13 4
Package Services 7-12 3

Mail Transportation for the USVI — In attempting to meet established delivery service
standards to and within the USVI, the Postal Service has adopted a complex
transportation network based on mail type, considering service and cost. The majority
of Express®, Priority, and First-Class Mail travels by air transportation from the
mainland to San Juan, PR, on Federal Express (FedEx), United Parcel Service (UPS),
and commercial airlines for onward transportation to the USVI on local contract air
carriers. In addition, the Postal Service first transports some Priority Mail* to a key
concentration point in Miami, FL, prior to going to the USVI on commercial air,” either
directly or through San Juan, PR.

Periodicals, Standard, and Package Services mail travels on surface transportation to a
key concentration point in Jacksonville, FL, and then in containers on sea vessels to the
USVI, either directly or through San Juan, PR. Sea vessels leave Jacksonville, FL,
once a week to the USVI and twice a week to San Juan, PR.

* From origins in ZIP Codes 270-999, per the National Distribution and Labeling List.
5 At the time of our review, American Airlines was carrying Priority Mail from Miami, FL, to the USVI.
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Contracted sea vessel
delivering mail containers to
the San Juan, PR, seaport in

July 2008.

Vessels to San Juan, PR,
leave from Jacksonville, FL,
twice a week and contain
mail destined for USVI.

To move Express, Priority, and First-Class Mail between San Juan, PR, and the USVI,
the Postal Service uses local contract air carriers. However, there are no contract air
carrier services directly between the islands of St. Thomas/St. John and St. Croix. In
addition, there is a barge service once a week to transport surface mail classes from
San Juan, PR, directly to St. Thomas/St. John and St. Croix.

Service Concerns — In a letter dated May 1, 2008, Congressional representative to the
USVI, Donna Christensen, along with Congressman Danny K. Davis, requested the OIG
to conduct a review of mail service to the USVI. The request raised transportation
concerns about delayed Priority and First-Class Mail, Periodicals, and parcels, as well
as incidents of missing mail that had gone on for several years without a significant
effort by the Postal Service to address them. The request also raised concerns over the
established delivery service standards for the USVI as compared to the U.S. mainland.

OBJECTIVE, SCOPE, AND METHODOLOGY

This report is one in a series presenting the results of the OIG’s work in response to the
Congressional request and focuses on mail transportation and associated logistics
processes. Our objective was to determine if the Postal Service transported mail timely
to the USVI.

We interviewed Postal Service officials from the New York Metro Area Operations
office, Southeast Area Operations office, Headquarters Network Operations, and the
Caribbean District. We observed operations and interviewed Postal Service officials
and contractors at the following locations.

e Jacksonville BMC, P&DC, and other facilities at that location.

e Miami Logistics and Distribution Center (L&DC) and other facilities at that
location.

e San Juan P&DC, Detached Mail Distribution Unit, and Airport Mail Facility.



U.S. Virgin Islands Delayed Mail NL-AR-09-003
Transportation Issues

e St. Thomas and St. Croix Air Transfer Offices and various other facilities and
post offices in the USVI.

We also met with the USVI Congressional Delegate’s liaison officials in St. Thomas and
St. Croix to discuss issues and concerns.

\ STAR o
E Sea container with mail destined for
Puerto Rico and the USVI
being unloaded
at the San Juan, PR, seaport on

July 11, 2008.
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We reviewed mail transportation records and contracts for air, highway, and sea
vessels. We examined Postal Service computer-generated data of mail shipments and
used the data to analyze transported mail volumes; however, we did not
comprehensively validate or audit the data. We reviewed air and surface contracts and
capacities. We reviewed mail service standards to the USVI and analyzed and
compared the standards to established air and surface transportation modes,
schedules, and capacities. We also compared USVI service standards to those of
Guam, a U.S. territory similar to the USVI.

We conducted this performance audit from May 2008 through March 2009 in
accordance with generally accepted government auditing standards and included such
tests of internal controls as we considered necessary under the circumstances. Those
standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our
audit objective. We believe that the evidence obtained provides a reasonable basis for
our findings and conclusions based on our audit objective.

We discussed our observations and conclusions with management officials on
December 11, 2008, and included their comments where appropriate.

PRIOR AUDIT COVERAGE

Our report titled Impact of Transportation on Chicago District Performance (Report
Number NL-AR-07-008, dated September 28, 2007) concluded that neither local
transportation nor nationwide network transportation issues were “root causes” or
significant contributors to Chicago District performance challenges. However, we also
concluded that transportation was not efficient or cost-effective and that transportation
issues were potentially causing inaccurate and understated mail counts. Specifically,

10
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we identified unnecessary extra trips that could have been consolidated, significant data
weaknesses, inadequate communication and planning, and inaccurate reporting of mail
in trailers awaiting transport. We recommended that management analyze
transportation requirements, apply any excess transportation resources to other critical
needs, improve transportation planning, and improve data collection by properly training
and supervising employees. Management agreed with our recommendations and their
response laid out various initiatives, plans, and actions to address the
recommendations.

11
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APPENDIX B: DETAILED ANALYSIS

Inadequate Transportation Modes, Schedules, and Capacity

Surface transportation modes and schedules to the USVI for Periodicals, Package
Services, and Standard Mail classes were not adequate to ensure mail met service
standards. This occurred because the Postal Service could not always obtain the most
effective transportation due to costs and mail class transportation requirements
specified in Postal Service Handbook M-22, Dispatch and Routing Policies, and
Logistics Orders’ National Dispatch Instructions. In addition, management had not
reconciled the current transportation modes and capacities with published service
standards or monitored modal performance.

For these mail classes, the Postal Service established delivery standards (see Appendix
C) of between 7 and 13 days to the USVI (depending on origin location in the
continental U.S.) and uses a combination of highway and maritime surface
transportation in attempting to meet the standards. Specifically, the Postal Service
moves mail by highway contract routes to the Jacksonville BMC, then prepares and
transports it by sea vessel to the USVI, either directly or via San Juan, PR. However, in
analyzing the modes, schedules, and capacities, we determined mail could take as long
as 21 days to reach its destination, depending on location and the day of the week it is
mailed. For example:

e A Parcel Post package mailed from Spokane, WA, to St. Croix, USVI, could take
as many as 21 days to deliver, 9 days more than the service standard of 12 days.

e A Periodical package mailed from San Francisco, CA, to St. Croix, USVI, could
also take as many as 21 days to deliver (see Figure 1 depicting mail flow),
10 days more than the service standard of 11 days.

Figure 1 — Periodical Mail Flow to USVI

PERIODICALS MAILFLOW FROM ORIGINS IN ZIP CODES 270 - 999
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Further, some First-Class and Priority Mail could not be transported as scheduled on
contracted air transportation because the Postal Service did not have enough
commercial air lift in Miami, FL, to handle the volume. As a result, some of this mail
was not delivered timely to USVI customers. While mail delivery was impacted, we
acknowledge the challenges management faced, and the efforts it undertook, in
balancing service and cost, and in obtaining sufficient lift given volume fluctuations,
required forward planning, and contract volume commitments.

We determined that limited commercial air capacity® for transporting Priority Mail out of
Miami, FL,’ to the USVI resulted in daily mail rollover. This rollover required some mail
diversion to other commercial air or back through the FedEx hub to San Juan, PR, for
final transport to the USVI, via local air transportation cargo carriers.® This process
added mail handling time and costs, since the mail was handled several times — in
Miami, FL, in San Juan, PR, and in Memphis, TN — and additional air contract
transportation was necessary from San Juan, PR, to the USVI.

Excessive Mail Handling

Staff at Postal Service facilities at key mail concentration points contributed to mail
delays to the USVI by improperly labeling mail, resulting in excessively looping mail,
reworking mail, and making improper separations. This occurred because Postal
Service officials did not clearly establish and monitor processes that ensured correct
handling and transporting of USVI mail. For example, officials at the Jacksonville P&DC
did not ensure the correct separations of Periodicals and Standard Mail bound for the
USVI. We also observed other issues while at the facility indicating that Postal Service
operations upstream were not properly distributing and dispatching mail bound for the
USVI. We observed:

e Mail from Denver, CO, incorrectly sent to the Jacksonville BMC for processing.
The mail should have been sent to the Jacksonville P&DC and had to be
rerouted from the BMC.

e Priority Mail in a Parcel Post container destined for the USVI. These mail types
have different service standards and transportation modes.

e A sack of irregular Parcel Post mail from Greensboro, NC, labeled for San Juan,
PR, but the sack contained only USVI mail. The sack should have been
properly labeled according to the National Distribution Labeling List® to avoid

6 Daily commercial airline capacity was approximately 3,000 pounds for St. Thomas and 2,000 pounds for St. Croix.
" Miami L&DC is the concentration point for Priority Mail originating from ZIP Codes 270-999 (i.e., North Carolina to
Alaska) for destinations in Puerto Rico and the USVI. ZIP Codes 010-269 forward Priority Mail to San Juan, PR, for
distribution.

& we attempted to identify the volume of this rollover mail but determined the Postal Service was not identifying or
tracking it.

® The National Distribution and Labeling List provides routing information for each mail class.

13
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delays in processing at postal facilities in San Juan, PR, prior to transportation to
the USVI.

During our observations at the Jacksonville BMC, we also noted that some parcels for
St. John were incorrectly loaded in a sea container bound for St. Croix instead of St.
Thomas. This occurred because an overhead placard mistakenly showed the wrong
ZIP Code range.

This picture depicts transportation
process inefficiencies
for mail destined to the USVI.

The picture shows a placard for mail
going to St. Croix, yet improperly includes
mail for St. John.

St. John’s mail should be sent to
St. Thomas.

A June 19, 2008, memorandum providing transportation routing instructions from
Jacksonville BMC In-Plant Support contained a similar error instructing that St. John’s
mail be routed to St. Croix instead of St. Thomas. In addition, as stated previously, due
to limited commercial air capacity, mail sometimes has to be rerouted through San
Juan, PR, prior to going to the USVI. This rerouting requires additional handling,
sorting, and tagging processes and adds time to transportation.

Although management corrected some of these issues during our fieldwork, we found
inadequate guidance on processes and insufficient monitoring of transportation and
logistics processes at key concentration points, especially in Jacksonville, FL.

Underutilized Mail Transportation Container Capacity and Inadequate Tracking

We identified unused capacity in sea containers used to transport Periodicals, Package
Services, and Standard Mail from Jacksonville, FL, to San Juan, PR, and the USVI,
resulting in transportation delays and unnecessary costs. This occurred because of
insufficient oversight in the container preparation process, including mail handling,
packing, and shipping. For example, during our observations, we noted the Postal
Service was not fully utilizing large cardboard containers and not stacking palletized
mail in the sea transportation containers.

Based on our analysis of sea containers shipped from Jacksonville, FL, to San Juan,
PR, and the USVI, we believe the Postal Service could increase overall container cubic
feet utilization by 5 percent and reduce the number of containers shipped to San Juan,
PR, by at least 104 a year. At an average cost of about $2,380 per container, this

14
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would result in transportation cost savings of approximately $247,670 a year,'® or about
$495,340 over 2 years.

d

Underutilized sea containers at Jacksonville, FL, seaport
July 2008.

We also found the Postal Service did not adequately track shipments of mail on sea
vessels, impacting mail timeliness. This occurred for two reasons. First, there was
insufficient coordination and communication between Postal Service officials at the
origination and destination locations. Second, transportation officials in Jacksonville,
FL, were not using TIMES to track mail on sea vessels because they were not aware of
these specific system capabilities. Instead, officials used a manual process that did not
provide for real time management of the mail shipments.

Our analysis of one contractor’s sea shipments from the Jacksonville BMC to St.
Thomas and St. Croix for the period of June 2007 through June 2008 determined
management could improve the timeliness of sea container sealing and unsealing
(loading and unloading). For example, even though the transportation contractor
performed as required and the transit time from the Jacksonville BMC to these
destinations was from 6 to 7 days, the average days from the container being sealed to
unsealed was 10 days, and the longest delay from container seal date to unsealed
(unloading) date was 24 days.

An analysis of actual transit times from January through June 2008 for sea containers
from the Jacksonville BMC to San Juan, PR (also containing mail for USVI) found
similar results. The transit time for 104 of these containers' exceeded the reasonable,
optimum transit time of 4 days by 4 to 10 days. Of the 104, we noted the following:

55 sea containers were 8 days in transit — 4 days over optimum.

26 sea containers were 9 days in transit — 5 days over optimum.

22 sea containers were 10 days in transit — 6 days over optimum.

One sea container was over 10 days in transit — more than 6 days over optimum.

10 Estimate based on saving one container out of 20 (or two per week) at 2008 price levels.
" These 104 containers constituted 14.23 percent of the total sea containers for the period.

15
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We believe using TIMES would have allowed the destinating Postal Service facility to
acknowledge receipt of containers in real time, provide records/data the Postal Service
could easily monitor to ensure timely transit and unloading, and avoid further mail
delays to the USVI.

Local Contractor Performance

We observed that contractors hired to transport mail by air between San Juan, PR, and
the USVI were not always reliable, which sometimes impacted mail timeliness. This
occurred because of management inattention to contractor performance. For example,
our observations and analysis of records at airport facilities in San Juan, PR, St.
Thomas, and St. Croix identified 32 incidents of irregular activity among contractors for
the period January 1 to July 17, 2008. The majority of these irregularities (24) were for
failure to notify Postal Service officials of inaccurate flight schedules and eight were for
failure to load at the flight's origin, meaning that transportation was not available or on-
time for those flights.

In addition, San Juan Airport Mail Facility officials confirmed that one contractor has had
issues with the Federal Aviation Administration, which had grounded their fleet in the
past, including twice during our review. The Postal Service has a contingency plan if
these flights are grounded, so we are not making a recommendation in this area.

Pictured at right is a Four Star
Airplane used to transport mail
from San Juan, PR, to the USVI.

We identified issues with the
performance of contract carriers
between San Juan, PR, and the
USVI that could impact timely
mail service.

Other Matters

Service Standard Comparison — We determined that the established delivery service
standards for the USVI were comparable to a similar U.S. territory, Guam.*?> Our review
of the Postal Service’s National Service Standards showed that more time is allowed to
deliver mail from the continental U.S. to Guam than to the USVI. The additional time
the service standards allow is because Guam is substantially further away from the
continental U.S. For example, the transit time for ships carrying mail is 9 days longer to

12 \we selected Guam because it has similar geographical characteristics as the USVI and it provides the Postal
Service with similar transportation challenges. For example, Guam receives much of its Standard and Periodicals
mail from the San Francisco BMC and other mail from Hawaii, similar to how the USVI receives mail from the
Jacksonville BMC and Puerto Rico.

16
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Guam from San Francisco, CA, than it is to the USVI from Jacksonville, FL. We noted
the following average deviations in comparing the two service standards.

Mail Type Deviation — Guam vs. USVI
Priority Mail Same

First-Class Mail 1 day longer to Guam
Periodicals Malil 2.58 days longer to Guam
Standard Mall 2.57 days longer to Guam
Package Services 1.58 days longer to Guam

Given their unique characteristics and the added distance to Guam, we believe the
standards for the two territories are comparable.

Mail Security — We determined that mail was routinely left unsecured and exposed to
the elements at the St. Thomas Air Transfer Office (about 4 hours each day) due to
inadequate staffing at the facility. The Postal Service manager responsible for this
facility stated that the office was working under a split shift, and closed approximately 4
hours every morning to conserve labor hours.

On July 14, 2008, we visited
the St. Thomas Air Transfer
Office and observed the
facility was closed during the
morning.

Mail routinely sits outside the
facility on the airport property
with no Postal Service-
provided security.

Management Actions During our Audit

During our audit, the Postal Service began addressing some of the reported issues. For
example, management shifted air transportation volumes among contractors to reduce
rollover of mail at FedEx. In addition, local management upgraded some surface mail
types to air transportation to improve timeliness and took action at the Jacksonville BMC
to improve mail sorting processes for USVI mail. In addition, New York Metro Area
management stated that in response to our preliminary findings they:

e Established new controls to monitor transportation and processes at
concentration/consolidation points.
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e Requested assistance from Headquarters Network Operations on reviewing
transportation modes for surface mail classes in conjunction with service
standards requirements.

e Continued working with headquarters to reduce volume on FedEx and increase
volume on UPS where possible and to increase the Transportation Security
Administration Canine program.

e Collaborated with the Southeast Area, Caribbean District, and concentration
points in Florida to improve dispatch procedures and sort plans.

e Worked with the Jacksonville BMC manager to review sea container utilization
and implement necessary improvements.

e Improved tracking and control of sea containers in TIMES to San Juan, PR, and
made plans for similar improvements in tracking mail directly to the USVI.

e Increased USVI air contractor performance monitoring.

e Reviewed staff scheduling at the St. Thomas Air Transfer Office to ensure mail
security.

We appreciate management’s timely actions and acknowledge that these actions
helped address some of the transportation timeliness issues identified in this report.
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APPENDIX C: SERVICE STANDARDS FROM U.S. MAINLAND TO USVI*

USPS SERVICE STANDARDS
FIRST CLASS MAIL TO U. S.VIRGIN ISLANDS 008 PRIORITY MAIL TO U. S. VIRGIN ISLANDS 008

PERIODICALS TO L. S. VIRGIN ISLANDS 008 STANDARD MAIL TO UL S. VIRGIN ISLANDS 008

3 The numbers depicted in yellow/red represent the maximum number of days allowed for mail to reach the USVI
from the respective origins and meet established service standards.
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APPENDIX D: MANAGEMENT'S COMMENTS

DD M. PRTTERSON
ACTING VICE-PRESIDENT, ARES (JPERATIONS
SOUTHEAST AREA

LINITED STATES
POSTAL SERVICE

Janmuary 2T, 2009

LUCIME M WILLIS
DIRECTOR OF AUDIT OPERATIOMS
OFFICE OF INSPECTOR GENERAL

SUBJECT:  Draft Audit Report = L. 5. Virgin Islands Delayed Mail - Transportation
Issuas (Report Number NL-AR-03-DRAFT)

With regard to the requested response to the 57,728 206 in funds put to better use, we offer the
folowing:

$7.232,955 of this appears in Appendix D calcualions of potential savings. Contracting
of air lift is the sole responsibility of HO Metwork Oparations, Shared Networks. Tha
Scutheasi Area cannol speak to the Appendix [ calculations.

The balanca of the 57,728 206 is reflacted in Recommendation 5. This amount -
5485 300 —is a two-year amound of savings by incraasing container utilizaiion 5%. As
stated in ouwr responsa, we do not balieve this to be an achisvable number while
protecting our service standards (o ouwr cuslomers in the Caribbaan District.

The Southeast Area response lo the nine recommendations of your auwdit report dated January
16, 2008, NL-AR-08-DRAFT Is addressed below:

Recommendation #1: Continue to monitor transportation to ensurs the Postal Service
tramsports mail timely and meats established service standards.

Tha Southeast Area agrees with this recommendation, and it has bean completed. The
Southeas! Area has implermented changes with the Jagksonville BMC and Miami P&DC as far
as: changing our SPBES sort program, sack sorer separations, and adding a te-out time in our
Distribulon Table Management System (DTMS) to ensure service meets slandards. The
mionitering becomes a routine weekly event reviewed Ly the Metwork Operations Specialist for
Morth Florida. All mail classes and fypes ara renviewed for accuracy weekly.

BRecommendation #2: Review surface transpontation mail modes and schedules for
Periodicals, Package Services, and Standard Mail to tha U. 5. Virgin Islands to ensure
that they meet service standards and make adjustments as necessary, considering
logistics policles, service and cost.

The Southeast Area agress with this recommendation, and it has been completed.

D5 M. Hu-REYS BT,
Tl i, T M -0 200
BO1-T4T-T333

Pase S0 - A Fada
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Thea Southeast Area reviewsd each of the preduct roeutings and schedules. As the ship
schedule is firmly established, our routings to it consist of two dispalchas per waak. Theasse

twa dispatches provide sarvice responsive routings for each mail type cited abowa,

Recommendation £3: Review and rovise air mail transportation modes and capacities
to the U. 5. Virgin lelands for First-Class and Priority Mall, and obtain adequate
capacity to ensure it meets service standards. This should include continuing to
actively pursue volume shifts among providers to obtain the most economical,

service-responsive transportation and reducing overall costs.

The Southeast Area agrees with this recommendation, and is working with HO Network
Operations group 1o ensure sufficient FedEx, United Parcel Service (UPS) and Commercial
alr (CAIR) §ift iz avallable to the U. 5. Virgin lslands.  Conssstent availabity of Iift will grestly
reduca or eliminate delays and overfiow volumes, Theacurment plan for the U. 8, Virgin
Islands (STT/STX) onca it reaches capacity is fo fiow itto San Juan {SJU) for further routing
on Altermate Mathods of Transporetion (AMOT — Air Taxi) The Sowtheast Area has already
implamentad changes by adding a lie-out in the Distribution Table Managemeant Systam
(DTHS) that sutomatically has STT and STX to Nlow o SJU once capacities are mel.

: Review and revisa mall transportation and distribution
processas to the U. 5. Vingin |slands, and oversea key transportation concentration
point operations to ensuré minimal handling of mail.

Tha Southeas! Area agraas 1o review and revise mail iransporalion and distribution
processes to the U, S, virgin istands. This has been completed,

Tha JacksonWlle BMC has participated In three telecons with the Carbbean District,
beginning in early Ociober.

Al the request of the Caribbean Districl, the Jacksorville BMC took the following actions:

1. Changed SPBS sor program effective November 24, 2008 by isolafing and
dispatching separately 1o S1 Thomas (STT)and S1 Croix (STX).

2. Change sack sorer separalions effective November, 24, 2008, consalidating all
SCFs ae wiall as separating 3-digit and 5-digit bundles for both Perodicals and
standard sacks (4 separations - total unchamgad).

These changes resulted in reduced processing times for Jacksonwille and senvica
improvement opportunities for the Caribbean District

Raguast to overses key ransporiation conceniration point operaticns falls o the NY Melro
Araa.

Recommendation #5 and #6: Ensure the Posial Service maximizes sea container
capacity out of Jacksonville, FL and reduces transportation costs. Ensure the Postal
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Sarvice adequately monitors, tracks and conirols shipments of sea containers on a
first-out basis.

The Southesst Area agress with the recommendation. We will continue o monitor all data
surmounding the sea containers out of Jacksomille BMC 10 ensure masimum utilization,

The audit refers to an increase of 5% utilization, which it assers will result in a8 savings of
$248,000 a year.

This recommendation, s indicated by the pictures in Appendix B, shows underutilized
cardboard boxes in one plcture and letter Iray pallets in the other. On the day of salling,
caniainers are pulled whether they are full or not. This is the anly day they are pulled less
than full, They are dispatched with whatever mall is available in order to meet senice
commitments, as the ship &ails but once & waek o STT and STX. We undarstand that this
review was conducted on the day of sailing.

: Ensure managemant fully traing staff on capabliities of Postal
Service systems.

The Southeast Area fully agrees ihat our staffs should be trained on all capabilities of Postal
Service Systems within their required job functions.

Spacific to the identifed isswe, howaver, we disagres that the cument process is inedequate.
e have enlisted HQ Transportation Fisld Support to weigh in on the tracking methods that
should be used nalionwide. Our analysis shows no other sites utilizing TIMES for this
tracking; therelare, a national guidaling has been requestsd,

The Jacksonvilkls BMC managameant team uses a manual process {Excel spreadsheet) fo
track the sea containers 1o San Juan. Onee loaded, thase documants are faxed o tha
destination, and verification of receipt is required and tracked for reconciliation of sach
shipmani.

Agditionally, the Southeast Area deiermined TIMES does not aceept water roulings amd,
therefore, the procedures outlined in the repori cannot o8 accomplished with the curment
software restrictions.

Upan review of the current process, we 588 no inadequacies that may affect mail timelines.

Recommendation #8; Ensure air contractors among the U, 5. Virgin Islands adhere to
established schadules.

The specific aclion required by this recommendation is with the New York Metro Area and
HQ Netwark Operations.

Recommendation £3: Provide adequate scheduling at the St. Thomas Air Transfer
Office to ensure mafl ks secure al all timas.
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The specific action required by this recommendation is with the New York Metro Area.

We do not believe there is any Freedom of Information Act exempt information in the draft
report or our response.

Please let us know if you require any further information.

id M. Pajterson

cc: Katherine S. Banks, Manager, Corporate Audit and Response Management
David J. McClelland, A/Area Manager, Operations Support
Mary J. Mahnke, A/Manager, Distribution Networks
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Davio M. PATTERSON
ACTING VICE PRESIDENT, AREA OPERATIONS
SOUTHEAST AREA

UNITED STATES
p POSTAL SERVICE

February 13, 2009

LUCINE M WILLIS
DIRECTOR OF AUDIT OPERATIONS
OFFICE OF INSPECTOR GENERAL

SUBJECT:  Addendum - Draft Audit Report — U. S. Virgin Islands Delayed Mail —
Transportation Issues (Report Number NL-AR-09-DRAFT)

Below is the Southeast Area’s addendum to our previous response on January 27, 2009
regarding monetary savings and Recommendation #7.

The balance of the $7,728,296 is reflected in Recommendation 5 & 6. This projected
savings amount of $495,300 is a two year amount of savings by increasing the sea
container utilization by 5%. After further review of the data and discussion with the
Jacksonville BMC, we believe that proper loading of containers will reduce the under-utilized
sea containers reviewed at the time of this audit; therefore these savings could possibly be
achieved.

Recommendation #7: After further review of the data and documentation, we agree that
there were delays due to the process currently in use at the Jacksonville BMC. We have
requested HQ Transportation Field Support to issue a National Routing Policy on the proper
procedure for dispatch and receipt of mail using TIMES when dealing with offshore
facilities. We currently have two contractors’ that provide us with transportation every other
month to Puerto Rico and one contractor to the U.S. Virgin Island. We will continue to work
with HQ to implement a proper procedure that will work with TIMES so that timely dispatch
and receipt will be available.

Please let us know if you require any further information.

David M. Patjerson

cc: Katherine S. Banks, Manager, Corporate Audit and Response Management
David J. McClelland, A/Area Manager, Operations Support
Mary J. Mahnke, A/Distribution Networks

225 HUMPHREYS BLVD
MewmpHis TN 38116-0860
PH: 901-747-7230

Fax: 901-747-7491
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WILE PRESIDEAT, AREA CRIRAT ORS
HEw VO METRD ARES

LUNITED STATES
POSTAL SERVICE

Janiary 28, 2000

Lucina M. Willis.

Director, Audit Operations
Orffice: of Inspacior Genaral
1735 Marth Lynn Streat
Afington, VA 22208-2020

SUBJECT: Responsa to Draft Audit Repart — U5 Virgin lslands Detayed Mail -
Transportation Issues (Repont Mumber NL-AR-09-DRAFT)

The following are the New York Metra Area's responses o the recommendstions contsined in the subject draft
sudit report:

Becommendation #1: The Vice President, New York Matro Arae Operations, In coardination with the Vice
Prasident, Soulhesst Area Operations, and the Wice President, Metwork Operations, continua to maonitor
transportation 1o ensure the Postal Service franspots mail timely and maets established sarvice standards,

Mew York Melre Ares Response:
The New *ork Matro Area agrees with this recommendation.

Wi will wark closely with the Southeast Area and HQ Nebsork Operabions b ensurne thal we continue b use
&nd rianibar the most effedive and sendice-responsive iransportalion modas within the transportation cost
parameters that have been corporately established. In those instences whara the transportation mada is
confricubing te service degredsation, we will elevale our concerns to HO Netwark O perations for a logistics
solution.

The New York Metro Area has taken the following management a:tions in respense to the inibal O1G
advisores highbghled during the course of the audt

- Worked with the Southesst Ares and HO Mebtwark Operatans in Octaber fo implement contrals to
comect the ar transport volume overflow problem at Miamri (MLA) for 1. Thomas (STT) and 5t Croix
{STX). Thes overfiow was conbribubing to delivery service fallures in the US\VL. Addilional ar I oplions
Trom SJU 1 STTISTX have besn put in place to relieve MA

- The New York Metro Area has improved the method of addrassing contract imaguiarities by the
Alterniata Mathod of Transportation (AMOT) air carge supalierss. The imegularities had been a
coniributing factor to dalivery sanice failures in the U5 irgin [stands. Individual iregularities are now
given mode inbense review and are addressad in a mare formal menner with the supplier, Greater
Emphasis has been given o ensure that the irmegularnity decumentation process 8 propery followed.

The actions above have contribuled to improved service perfarmance from the AMOT suppliers. At tha DIG
Exil Conference in December, it was noted there had been no significant service failure irregularities since the
OIG completed their audit

Recommandation 82: The Vice Presadent, Maw ork Malro Ares Operations, in cosndinglion wilh the Viee
Prasadent, Southeast Area Operations, and the Wice President, Metwork Operabions, review surface
transporiation mal modes and schedules for Periodicals, Package Senices, and Standard Mail to the U5,
Wirgin Islands to ensure they meet service standards and make adjustments as necassany consdening logistics
policieg, sarvioe, and cost

TE2-02 20™ KVE HUE_ ROCM 218
FLUSHKG, KY 11241-0001

[71m) 338, 5433

Fax: (P} ah-Fign
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Mew York Metro Ares Response;
Tha Haw York Matro Area agrees with this Intant of this recommedation

‘Wiz will werkl with the Soulheast Srea and HQ Metwork Qperatbions to review the existing highway surface
transporiation retwork and mail make up (o determine if there areany potential changes that could be made to
Iimprowe tha mall flow into the JAX BMC for Perlodicals, Package Services, and Standard Mail classes for the
Caribbean District

Sinoe the Postal Service has no contrel over the ndustry-established Canbbean marilime schedulas and
frequency of saiings. the Postal Service 5 unable to effect any changes to reduce transit imes. However, we
heve worked closaly with the Southeast Area on areas within their direct control that improved the uss of
maritime ransportation.

= Both Areas hava improved the mail make up and dispaich profles 81 JAX and San Jusn, which has
resulied in eliminating unnacessary re-handlings and detays. For example, Pueno Rico hes aliminated
bedioading of mail inle the sea containers for JAX, BMC.

- Jacksanville has changed their SPES sort plan to isolate and dispalch separataly to St Thomas and
5t Crokx. These sctions have resulbed in reducing the averall transit fime from origin mail receipt o
final mile delvery.

= The New York and Mew Jersey Logstics and Distnbution Centers are now isclaling and tallgating
parcel packages for Puerio Rico and the U5, Virgn Islanis on the direct HCR sanvice to JAX BMC.
Thie will alew for mmedsate cross-docking onto the approprate respective sea containars at JAX and
shouid k2ad o an earker arvival # destinalion. Previously these volumes were commingled with the
reest of thia JAX BMC senice area mail volumes fa inducton a2 the BMC

Ta address the OIG findings of mail possibly taking a5 long 85 21 days to reach its final destnaton (even if gl

rall processing, dispatch, and iransportation amgets are met), wewill work with HOQ to determing if it is feasibla

:Eublﬂmsﬂ'znég effeciive, bul much cosilier, transportation medes. We will advise the OIS of cur findings by
rch 15, B

Recommendation #3: The Vice President, New York Metro Arez Operations, in cogrdination with the Vioe
Presidant. Southeast Area Operations, and the Vice Presiden], Network Operations, rediew and revises air mail
transporiation modes and capacdies fo the U.S. Virgin Islands for Firet-Clasa and Priarity Mail and obiain
adequale capacity o ensune it meats sarvice standards. This shauld include continuing to actively puraus
'-‘durl:iﬁ shifts among praviders 1o abtain the most ecoromical, service-responsive transporation and reducing
overall costs.

How Yaork Matro Area Response:
The New York Metro Area agrees with this recommendation.

The New Yok Metra Area and the Southeast Area will continue o wark with HQ Network Operafions b improve
sanice-raspansive commercial air, UPS, and FedEx ariift bo San Juan and the U5 Virgin Islands.

The iofiowing managaement actions have been taken o dats:

- Ascutined above, volurme cap controks have been implenented at ML lo efminate the rolover
ﬁr{m for the LS. Virgsn Isfands. AMOT sarvice from SJU to the WSV has been increased 8s an
]
= Inaddition, both Areas are working with HO o inzresse LIPS |ift from various onigins and, wheres
possile, 1o look af increasing the Transporiation Security Administration's canine program. FedEx at
HQ's diraction, has alse been redirecting rollover Puerto Rico volume from the MEM b BOM [see
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Altachmeant # 1) and then trucking to 50U to greatly reduce or eliminate the rellover volumes at the
MEM Hub for SJU.

These achons were previously discussad al the Exit Conference end were included as managemean! salions fo-
dade in the OIG draft report

We will continue o expand upon the abowe options ard will give the CIG a status of succeseful actons by
March 15, 2008,

; The Viee President, Mew York Metro Area Operations, in coardination with the Vice
Frasadant, Southeast Area Opergbans, review and revise mail Iransportaban and dislribution processes 1o the
L8, Virgin Islands and overses key transportation concentralicn point operations lo ensure rrinimal handling
of rrsail,

Mew York Metro Area Response:
The New Yark Metro Area agrees with this recommendation,

‘We have been advised by the Soulhesst Area that the JAX BMG has correcied the sart regularly nated by the
QIG of incormactly Ioaded parcels for 5t Crotx (ZIPs G0830-30) that should heve been routed 1o 5t Thomas.

In adiiion, as previously noted, the JAX BMC is no longer commiagling 5t. Thomas. and St. Croix in their SPBES
cperalion. That velume is now being cameclly dspatched in separabe sea confainers for St. Thomas and 51
Crolx. This sort plan change has improved (he delivery times intothe LISV by a mirmurm of ong week. |8 has
also ebminatad unnecessary re-handlings and delays at San Jiwan

In additisn. wa have been advised by the Southeast Area that the Jacksonville PEDC has made the necessary
sort changes for Perodicals and Standard mail bound for the USL).

#As reporied 1o the OFG In our respanse o the processing partion of the audil, the Carbbean District and the JAX
BMG hava hald three MestingPiace talecons to implement new sort and dispateh changes that eliminated
unnecessary re-nancings and improved valume armival profiles at both San Juan and Jacksonville (see sttached
rminwies of MeelingFlace - Altachment £2) \We will schedube other fefecons to monitor progress and make
further adjustrmeants.

A5 for the final concem raised by the OIG, bath Areas will reavaluzle the recenlly implemented plan eoordinated
with HQ Network Operations of volwme capping Priority & franspon volumes at MIA for STT/STX, with the
remaining volumes iransferring through 5L We will advisa the 01G by March 15, 2004 of the resulls of our
review and al any changes that will be made fo the plan

Recommendation #§; The Vice President, New York Matro Ares Operations, with direst authanty and
oversight fram the Vice Pressdant. Southesst Area Operations. maxomize sea container capacity aul of
Jacksomville, FL, 1o help reduce fransportation costs.

Haw York Metro Area Response;

Although the specific sction required by this recarmendation i wth the Southeast Area, the New York Matro
Area agrees with the intent of this recommendation.

e have discussed this issue with the Southaast Anea, and they have committed to monitar TIMES dats o
ensure maximum utiizetion of &l sea containers where possible

In additon, the New Yark Metro Area will waork closely with the Canbbean District bs ensure thad thay work foward
maamizetion, where praclical of all capacty in sea containers of nall and MTE loads from San Juan
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Recommendation #8: The Vice Presidant, New York Melro Area Operations, with direct authority and
awersight from the Vice President, Southeast Area Operations, sdequalely monfions, tracks, and conlrol
shipments of sea containers on a first-in, first-out basis.

Mew York Metro Area Response:
The New Yok Metro Area agrees with this recommandation,

Tha New York Matro Araa will use 8 TIMES tracking approach by entering the necessary iransportation and
conéract infarmaltion through the Transportation Contract Support System (TCSS), which populates the
Hational Air and Surface System (NASS), finally downloading into TIMES. The Caribbean District wil use
TIMES to enler their erigin loed information and confirm all arival loads. We have shared this information with
the Southesst Area.

In addition, we will wark with the Caribbean District to localy re<mplement a Yand Managemant-type reponing
sysiem ba continually track the sea cantainers within the CMOU yard afier their arrival from the pear. This would
ensure a firsl-inTirsl-oud process, where prachcal

: The Vice President, New York Matro Area Oparations, with direct authority and
awarsight fram e \Vice President, Southeast Area Operations, arsure managamant fully trans staff on the
capabilties of Postal Service transporialion sysberms,

Hew York Metro Area Response
The New York Metra Area agrees with this recommendation.

The Caribbean Dislricl gave TIMES refresher training in August 2008 fo appropriate craft employess at the
Calano DMDU Annex, the San Juan PRDC, and e San Juan ANF. They will expand this iraining o the US\I
and complele befare Mareh 21, 2008

Thae Caribbean Distict has also commitied to pronide contnuous refresher Iraining on & semi-annual bass b
al craft and EAS employees imvolved with TIMES achivities.

Recommendation #8: The Vicn President, Mew Yark Metro Area Oparations, wark with the Vice President
Sautheast Ares Operations, and Vice President, Nebwork Dperations, s necessary, to ensure v contractors
within the U.5. Virgin slands adhers 10 estabished schedules

Hew York Matro Area Response:
Thi Mew Yok Mebro Anea agrees with this meommendation

A5 noted as Management Actions and Obsarvalions 1o dade in the OIG draft audil report, he Caribbean
District, in colaboration with HQ Metwork Operations and HO Supply Management, has incressed LISV air
cantractor perfformance monitaring.  The individual imeguianities ae now given more Inlense review end are
sidressed In @ more farmal mannes with the suppber. For eamge:

- The Caribbean Senlor Plant Maneger advisad the NYMA DNO Caribbean Branch and the DND main
office via email on 817, 1073, 10/11, 1015 and 1016 of rziated iregularities

= Immedigte fplow-up was infisted with the AMOT Supplies, HQ Netwark Operations, and HQ Supply
Management.

- Al problems were cormectsd. There have been no recentsignificant servica-impacting magularites
since Ociober,
The Mew York Matro DMNO Canbbean Branch, in collstaretion with HO Metwork Operations and HQ
Supply Managemant, has developed a contingancy plan i1 the event of Prime Supplier filure, A
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backup supplier contract is in place o move he alrisk volurmes, it a senvice-responsiie manner, when
failures oocur,

Finally, grealer emphasis has been given to ensune that the magLiarity documentstion process {via PS

From 2758) ie properly Tallvwed. Whaen the AMOT cariars do not pasform, they do not get paid. The
coniraciual stipulations regarding supplier late delivery scans and correspanding reduction in payment will be
strictly anforced [i.e. 25% payment reduction jor scans up to one how [xle delivery, 50% reduckan payrment far
scans beyond cne hour late defivery)

The Kew Yok Mebro Area will confinue to collaborate with HQ Mework Operations and HQ Supply
Management &5 NeCcassarny,

The Vice President, New *ork Meatro Area Operations, wark with the Vice President,

Becommendation £3;
Southeasi Area Opaerations, and Vice President, Network Operations, &8 necessary o provide adequate staff
scheduling at the 5t Thomas Air Transfer Office to eansure mail is secure at all tmes.

Hew York Metro Area Responsg;

The New York Metro Area agrees wilh this recommendation

As noted as Management Actiens and Ooservations to date in the OIG draft sudit report, managemeant has
reviewed schaduling at the 51 Thomas ar transfer office to ensurs mail sscunty. The MY DMWO Caribbean
Branch has made armangements to put a fraler on the mmp to function as a holding pen for mail that has
arrived amnd ensure batter secunly of the mad 1t will be moniianed by a ramp clark

The Carbbean District will take the lead to ensure that 5t Thomas has sdequate stefling and scheduling to
manage and manitor mail received from the AMOTs end commerzial ar carriers.

‘\Wa do not believe there ks any Freedom of Information Act exempl inforrmation in the draft repost or aur
respanse,

Please lel us know if you require amy furher information
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TONY PAJUNAS
Vice Presinent, NETworK OPERATIONS

UNITED STATES T
B rosTaL service

March 13, 2009

Ms. Lucine Willis

Director, Audit Operations
1735 N. Lynn Street
Arlington, VA 22209-2020

SUBJECT: U.S. Virgin Islands Delayed Mail — Transportation Issues
(Report Number NL-AR-09-DRAFT)

Thank you for the opportunity to review and comment on the subject draft audit
report.

Management agrees with the Office of Inspector General (O1G) recommendation.

Recommendation 3: Review and revise air transportation modes and capacities
as necessary to the U.S. Virgin Islands for First-Class and Priority Mail and
obtain adequate capacity to ensure it meets service standards. This should
include continuing to actively pursue volume shifts among providers to reduce
rollover in Miami, FL, and obtain the most economical, service-responsive
transportation and reduce overall costs.

Response: We are currently conducting an analysis to determine if it would be
feasible to route all mainland Priority Mail directly through Memphis to Puerto
Rico for distribution and transportation to St. Thomas and St. Croix. This review
is a direct result of the OIG audit. If we can accomplish the stated objective, we
believe we can improve service and save money by completely taking Miami out
of the network flow. We think that this is a reasonable approach because Puerto
Rico has more efficient distribution equipment than it did when the current
labeling list instructions and routings were put in place. We believe that this
alternative approach meets the intent of the OIG recommendation.

Lot *{—2
,-/ Tonvé(mésf—?:

475 L'Encant Praza SW
WashingTon, DG 20260-7100
202-268-4548

Fax: 202-268-5002

WAL LISTSCOM
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