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OVERSIGHT OF THE U.S. POSTAL SERVICE:
INSPECTOR GENERAL OF THE U.S. POSTAL
SERVICE, GOVERNORS OF THE U.S. POSTAL
SERVICE

WEDNESDAY, MARCH 19, 1997

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON THE POSTAL SERVICE,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Washington, DC.

The subcommittee met, pursuant to notice, at 2:05 p.m., in room
2154, Rayburn House Office Building, Hon. John McHugh (chair-
man of the subcommittee) presiding.

Present: Representatives McHugh, Fattah, and Davis.

Staff present: Dan Blair, staff director; Robert Taub, Heea
Vazirani-Fales, Steve Williams, and Jane Hatcherson, professional
staff members; Jennifer Tracey, clerk; and Cedric Hendricks, mi-
nority professional staff member.

Mr. McHUGH. The hearing will come to order. Good afternoon. I
want to welcome you to the first oversight hearing of the Sub-
committee on the Postal Service for the 105th Congress. At the out-
set, I want to pay particular welcome to our new ranking member,
the gentleman from Pennsylvania, Mr. Chaka Fattah. I have no
doubt that it’s due to his great influence that we have been ele-
vated to the full committee room and we appreciate that.

This is an exciting opportunity for us. We do have, I think, a
good mix and balance of people who have been involved on the sub-
committee in prior years and those who are joining us for the first
time. Those of you who have suffered through these hearings in the
past may recall that I tried to repeatedly say that, while some of
us may not have had a great length of service in this sub-
committee, we’re trying to make lemonade out of lemons and use
our lack of intelligence, per se, forge it into an asset, and bring a
fresh perspective.

I think that that has been helpful and has added to the process.
And I feel very strongly about those who are joining the sub-
committee for the first time. I look forward to their participation.
I have a formal statement that I'd like to have submitted for the
full record. But I would like to open up, with an abbreviated state-
ment. As I mentioned, today does represent our first hearing in the
105th Congress.

Unfortunately, our prior session was rescheduled from last
Wednesday due to the Postmaster General’s unexpected illness. We
certainly extend to him our best wishes for a full and speedy recov-
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ery. We look forward to hearing from the Postmaster General at a
later date, hopefully very soon. This afternoon we are pleased to
welcome the new Postal Service Inspector General, Ms. Karla Cor-
coran, and the Governors of the Postal Service.

We all recognize that this is Ms. Corcoran’s first appearance be-
fore the subcommittee, and it is our first opportunity to talk with
her. The new office that Ms. Corcoran holds is the product of efforts
to establish an independent Office of the Inspector General for the
Postal Service that really came to a conclusion during the final ses-
sion of the 104th Congress.

Ms. Corcoran was appointed to her position by the Governors
this past January and has been working, I understand, very dili-
gently on establishing the parameters of her new office. We all rec-
ognize that she is starting from scratch in terms of defining needed
resources and areas of responsibility. I would want the record to
show that she has this subcommittee, certainly this chairman’s,
full support as she proceeds with this complex and, probably, very
delicate task.

Recognizing that Ms. Corcoran’s time has truly been monopolized
by the responsibilities of setting up her new shop, I hope she can
highlight here today those areas she intends to review, including
any investigative initiatives she might have made so far. We're also
interested in hearing from Ms. Corcoran regarding her thoughts on
ways her office can better facilitate labor and management rela-
tions in the Postal Service in the days ahead.

I also want to welcome our second panel of witnesses, the Gov-
ernors of the Postal Service. As the governing body of that organi-
zation, ladies and gentlemen, you have tremendous responsibilities
for helping to shape the course and direction of the largest agency
in the Federal Government. And your job, I understand, is often a
thankless one. Some of us on this subcommittee can relate to that
at times.

Up until recently, you were reimbursed at the same level of com-
pensation as your predecessors first appointed in 1970. So I think
it’s fair to note that, for whatever else may be said, no one can
charge you with being in it for the money. We appreciate your in-
terest in what we all know is an important activity in this great
country. We also look forward to hearing from the Governors and
the Inspector General detailing, for the subcommittee, the recently
approved designation of functions between the Inspection Service
and the IG.

I also understand that the Governors approved an interim budg-
et for the IG, which will enable the office to employ the necessary
personnel as well as equip itself appropriately. For the Governors,
we hope that they, as well as the IG, can comment regarding ways
to strengthen the ethics environment for the Postal Service. Recent
news articles have, unfortunately, cast a shadow on the enforce-
ment provisions regarding procurement and compliance with con-
flict of interest procedures.

Where we fail to observe these important requirements, there is
an understandable loss of confidence on the part of the public and
the institutions that wrongly divert attention and resources from
the need to strengthen the ability of the Postal Service to perform
its core mission. We all are aware of the tremendous crossroads at
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which the Postal Service finds itself. The institution envisioned by
the 1970 Postal Reform Act finds itself at an increasing disadvan-
tage as the marketplace in which it operates dramatically changes
and continues to change.

While this hearing is devoted to questions of oversight, the issue
of postal reform is obviously inherent in determining what course
the service shall take in the years to come. We urge the Governors
today to give us their sense of the direction the Postal Service is
going and what they believe the future may hold for this valued in-
stitution should the current statutory structure remain, and if Con-
gress fails to consider what I, at least, believe are needed reforms.

So with that, we’d like to proceed with the hearing. But before
doing that, I welcome the opportunity to yield to our new ranking
member, the gentleman from Pennsylvania, for any comments he
may wish to make at this time. Mr. Fattah.

[The prepared statement of Hon. John M. McHugh follows:]
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Statement of the Honorable John M. McHugh, Chairman
Hearing before the Subcommittee on the Postal Service
March 19, 1996

Good morning and the subcommittee will come to order. [ want to welcome
everyone here this morning as the Subcommittee on the Postal Service
conducts its first oversight hearing of the 105™ congress. As the first meeting of the
subcommittee, I want to welcome back our members from the previous Congress
including vice chair Rep. Mark Sanford, fellow New Yorker and longtime postal observer
Rep. Ben Gilman, and another fellow New Yorker Rep. Major Owens. I extend a warm
welcome to new subcommittee members Rep. Steven LaTourette, Rep. Pete Sessions,
Rep. Danny Davis, and new ranking Democrat Rep. Chaka Fattah. I look forward to
working closely with all of you as this subcommittee proceeds with its working agenda
for the next two years.

Today’s hearing represents the first general oversight hearing of the year
conducted by the subcommittee. Unfortunately, the hearing scheduled for last
Wednesday with the Postmaster General and representatives from the General
Accounting Office was postponed due to the temporary illness of the Postmaster General.
I know everyone here today extends their best thoughts in wishing Mr. Runyon a speedy
recovery from the flu. The subcommittee looks forward to hearing from these witnesses
at a later date this year.

This morning I am pleased to extend our welcome to the new Postal Service
Inspector General, Mrs. Karla Corcoran, and the Governors of the Postal Service.

I recognize this is Mrs. Corcoran’s first appearance before the subcommittee and this
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hearing is the subcommittee’s first opportunity to talk with the newly appointed Inspector
General. The new office that Mrs. Corcoran holds is the product of my efforts to
establish an independent office of Inspector General for the Postal Service. Formerly, the
Inspector General served concurrently in a senior postal management position as the
Chief Postal Inspector. In order to assure organizational independence of the Office of
Inspector General, we separated the duties of this office from that of the Inspection
Service to insure the mission of the IG office is not compromised by apparent or actual
conflicts of interests. Hence, Congress rightly acted in establishing this new office with
oversight responsibilities for the Postal Service.

Mrs. Corcoran was appointed to her position by the Governors this past January
and has been involved in establishing the parameters of her new office. I recognize she is
starting from scratch in terms of defining needed resources and areas of responsibility. I
want the record to show that she has this subcommittee’s full support as she proceeds
with this complex and delicate task. Recognizing that Mrs. Corcoran’s time has been
monopolized by the responsibilities of setting up her new shop, I hope she can highlight
for us the areas she intends to review including any investigative initiatives she has made
so far.

I am also interested in hearing from Mrs. Corcoran regarding her thoughts on
ways her office can better facilitate labor and management relations in the Postal Service.
Poor relations between postal management and labor have long hampered Postal Service
performance. For example, the GAO has identified for us that the number of grievances
requiring formal arbitration has increased from 51,000 in 1993 to more than 90,000 last

year. I have been frus.. >d these past two years that the GAO recommendation for a



6

labor and management summit has failed to take place. Noting that the IG Act expréssly
prohibits you from adversely affecting the collective bargaining process, I hope that Mrs.
Corcoran can comment regarding her ideas on how her office could facilitate

improvement in this critical area.

I want to welcome our second panel of witnesses, the Governors of the Postal
Service. As the governing body of the Postal Service, you have tremendous
responsibilities for helping shape the course and direction of the largest agency within the
federal government. Your job is often a thankless one. You operate largely behind the
scenes and serve in your posts on a part-time basis. Up until recently, you were still
reimbursed at the same level of compensation as your predecessors first appointed in the
early 1970s. 1 was pleased to support efforts to increase your compensation during the
last Congress and your raise was long overdue.

This morning, ¥ look forward to the Governors and the Inspector General detailing
for the subcommittee the recently approved and designation of functions between the
Inspection Service and the IG. 1 also understand that the Governors approved an interim
budget for the IG which will enable the office to employ necessary personnel as well as
equip itself appropriately. Some have raised the issue of budget neutrality and whether
the funding for the new IG office should be subtracted form the budget of the Inspection
Service, which formerly performed both functions. I believe it is naive to think that the
establishment of this new IG office will be budget neutral. In this case the sum of the two
parts - those of the new IG office and that of the Inspection Service - will be greater than
that of the predecessor. The IG has additional authorities that the Inspection Service did

not perform and it is my intention that the Inspection Service be accorded the proper



resources for its important law enforcement function.

I hope the Governors and the IG can comment regarding ways to strengthen the
ethics environment for the Postal Service. Recent news article have cast a shadow on the
enforcement procedures regarding procurement and compliance with conflict of interest
procedures. Failure to observe these important requirements shakes public confidence in
the institution and allegations of criminal wrongdoing only divert attention and resources
from the need to strengthen the ability of the Postal Service to perform its core mission.

As Govemors, you are aware of the tremendous crossroads at which the Postal
Service finds itself. The institution envisioned by the 1970 Postal Reform Act finds itself
at an increasing disadvantage as the marketplace in which the Service operates has
changed dramatically over the last quarter century. Back in 1970, few envisioned the
acceptance and explosion of the alternative forms of communication. These alternatives
now threaten to divert substantial amounts of the Service’s core business. While this
hearing is devoted to oversight issues, the issue of postal reform is inherent in
determining what course the Service will take in the years to come. I urge the Governors
today to give us a sense of the direction of the Postal Service is going and what they
believe the future may hold for this valued institution should the current statutory

structure remain if Congress fails to enact needed reforms.
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Mr. FaTTAH. Well, let me thank you, Mr. Chairman. And I do
look forward, as do the other members of the minority on this sub-
committee, to working with you as we seek to perform our role in
terms of oversight. I want to welcome today’s witnesses. I have a
formal statement that I will have entered into the record. But I
look forward to hearing from both the Inspector General and from
the chairman and members of the Board of Governors.

This is a very important function that affects the everyday lives
of Americans throughout our country. And it is an issue of extraor-
dinary importance, I think, to Members of the Congress, that we
provide a framework that’s necessary for the Postal Service to con-
tinue to do its job and to do it well. Thank you.

[The prepared statement of Hon. Chaka Fattah follows:]
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OPENING STATEMENT OF THE HON. CHAKA FATTAH
RANKING MEMBER, SUBCOMMITTEE ON THE POSTAL SERVICE
GENERAL OVERSIGHT HEARING
MARCH 19, 1997
Mr. Chairman, I am very pleased to have joined this subcommittee as its ranking member.
In that capacity, I look forward to working with you and your staff over the next two years to

ensure that the U.S. Postal Service delivers the mail in the most timely, cost effective, and secure

manner possible.

I wish to thank you for convening today’s hearing which, due to the unfortunate
cancellation of the Postmaster General’s appearance before us last week, will be the first of our

general oversight hearings on the Postal Service.

Being new to this subject area, I recognize that I have much to learn about this very large
and complex business organization. During the past several weeks, my staff and I have been
meeting postal officials, labor representatives, those whose businesses heavily utilize the mails.
We have sought to hear about their experiences -- both good and bad -- with the systems and
processes used to move the mail. I believe that we have all gained much from these discussions. I

plan to have more of them.

T wish to congratulate the Postal Service for the record-breaking progress being made
with respect to its financial performance and its overnight service. I am very interested in finding

out the reasons for this success and about how it will be sustained.
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While there is news to celebrate, there is also news that provokes concern. The Postal
Service has been losing market share in five of its six product lines. Iunderstand that this is, in
part, due to the increasing availibility and utilization of alternative communication methods. 1 am

very interested in how the Postal Service will address these trends.

Of special interest to me throughout these hearings will be the Postal Service’s
procurement practices and its management operations. Their integrity and efficiency are of
critical importance. 1 plan to monitor the extent to which minorities are participating and

advancing in both of these areas.

Another area of interest to me is the state of labor/management relations within the Postal
Service. I must say I find it distressing that the problems the General Accounting Office
identified in this area in 1994 remain unresolved. In this regard, 1 look forward to talking
personally with the Postmaster General and the presidents of the postal unions about moving from

conflict toward cooperation and greater productivity.

Finally, Mr. Chairman, I look forward to hearing from today’s witnesses. Both the Board
of Governors and the new Inspector General shoulder great responsibility for ensuring the Postal
service functions well and serves the public interest. Ifthere are ways this subcommittee can be

of assistance to them, I invite them to let us know.

Thank you.
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Mr. McHUGH. Well, I thank the gentleman, certainly. There will
be no objection, I know, in having his full statement placed in the
record. Let me restate how happy I am that you have joined us and
how we’re all looking forward to working with you toward the com-
mon good. We thank you for your comments.

With that, I would call forward Ms. Corcoran. Under the rules
of the full committee, it’s required that every witness except Mem-
bers of Congress have to take an oath that they will present testi-
mony that’s truthful. So if you will raise your right hand and re-
peat after me.

[Witnesses sworn.]

Mr. McHUGH. Let the record show that Ms. Corcoran and her
two associates have responded in the positive. I will refer to Ms.
Corcoran for the purposes of introduction as she may see fit. But
before we do that, we do have another Member who has joined us,
the gentleman from Illinois, the Hon. Danny Davis. I would happily
defer to him for any opening comments if he chooses to make them
at this time.

Mr. Davis. Thank you very much.

Mr. McHUGH. We said awful nice things about you. We’re sorry
you missed it. But we thank the gentleman and welcome him to
the subcommittee. And we're looking forward to working with you.
So with that, Ms. Corcoran, the attention of the full room is yours.
We look forward to your comments.

STATEMENTS OF KARLA W. CORCORAN, INSPECTOR GENERAL,
U.S. POSTAL SERVICE, ACCOMPANIED BY THOMAS COOGAN,
ACTING COUNSEL, U.S. POSTAL SERVICE; AND SYLVIA
OWENS, DEPUTY ASSISTANT INSPECTOR GENERAL FOR IN-
VESTIGATIONS, U.S. POSTAL SERVICE

Ms. CORCORAN. Mr. Chairman and members of the committee, I
appreciate the opportunity to appear before you today to discuss
our progress in implementing the Inspector General legislation for
the U.S. Postal Service. Joining me are Tom Coogan, my acting
counsel, and Sylvia Owens, my Deputy Assistant Inspector General
for Investigations.

With your permission, I would like to submit my full statement
for the record and take this opportunity to briefly discuss our major
accomplishments.

Mr. McHUGH. Without objection. So ordered.

Ms. CORCORAN. Thank you, Mr. Chairman. Since 1988, the Post-
al Inspection Service has performed the functions of the Inspector
General. However, late last year, Congress enacted legislation cre-
ating a new Office of Inspector General within the Postal Service.
The law required the Postal Service Governors to appoint an inde-
pendent Inspector General within 90 days. Further, the require-
ments necessary to establish an OIG were to occur no later than
60 days after the Inspector General’s appointment.

I am proud to report that we met these challenging require-
ments. I was sworn in as Inspector General on January 6, 1997.
One month later, I presented, and the Governors approved, a pay
and benefits package for the organization. This was a necessary
first step to begin recruiting and hiring qualified candidates. At the
March Governors’ meeting, I presented, and the Governors ap-
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proved, our designation of audit and investigative functions. During
this period, I also assembled a transition team of 12 people with
diverse professional experiences from other Federal agencies and
the Postal Service.

Our first priority was to enter into an interim Memorandum of
Understanding with the Chief Postal Inspector. This ensured that
the Inspection Service would continue to perform the responsibil-
ities under the Inspector General Act. The agreement provides that
these functions are to be assumed by my office as positions are
filled. As directed in the legislation, we developed a pay and bene-
fits package that is comparable to other OIGs.

Additionally, we decided to use pay bands similar to those used
by the General Accounting Office. The use of pay bands was recog-
nized by the National Performance Review as a better way to tie
compensation to performance. Next, a transition team identified
the functions to be performed by the OIG. We discussed Postal
Service issues with congressional staff, General Accounting Office
representatives and the Postal Service community, to obtain their
perspectives.

We identified current Inspection Service functions that should be
performed by the OIG. We also identified additional work, includ-
ing oversight of the Inspection Service, that we will perform to
meet the requirements of the Inspector General Act. The OIG will
focus on functions that lend themselves to service-wide reviews.
For example, the OIG will conduct all financial statement audit ac-
tivities above the district level.

This allows the OIG to focus on key events leading to the consoli-
dated annual financial statement. Additionally, the OIG will audit
postal-wide performance issues, systems development, contract ad-
ministration, and new facilities construction over $10 million. With
respect to investigations, the OIG will have primary responsibility
for bribery, kickback, conflict of interest and service-wide investiga-
tions.

We will also be actively involved in the workers’ compensation
program by issuing subpoenas, conducting investigations of health
care providers, and partnering with the Inspection Service. In addi-
tion, we will conduct or partner significant embezzlement cases. All
investigations involving Postal Service executives will be performed
by the OIG.

We also identified a number of program areas where additional
or expanded work is necessary. For example, the OIG will review
the Postal Service’s ratemaking processes, revenue generation ini-
tiatives and labor-management issues. Further, we will have a sep-
arate division responsible for overseeing the Inspection Service.
This designation of functions meets the requirements and goals of
the Inspector General Act.

It results in three categories of work: Inspector General work, In-
spection Service work, and shared, but not duplicated work. Also,
the designation of functions leverages resources and minimizes ad-
verse impact on Inspection Service employees. We are now devel-
oping a Memorandum of Understanding with the Chief Postal In-
spector to implement our individual and shared responsibilities.

My goal for the OIG is to have sufficient positions filled by June
so we can initiate our own audits and investigations. To date, I
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have hired the Deputy Assistant Inspector General for Investiga-
tions, Sylvia Owens, and the Director of Contract Audits, among
others. In addition, we are giving priority to hiring staff that will
enable us to issue subpoenas and staff the hotline.

Our next area of progress has been the development of an organi-
zational structure to quickly implement the OIG’s functions. We
have developed an organizational structure with Assistant Inspec-
tors General for Audit and Investigations. This complies with the
Inspector General Act. The structure also supports the primary
goals of the Postal Service. Now, I would like to turn to our
progress in developing a budget for the OIG.

We used the designation of functions as the basis for developing
our budget estimates. We are now refining these estimates and will
provide a budget for the Governors’ approval at their April meet-
ing. The Governors recognized at the March meeting the need to
fund operations in the interim, and approved a 60-day budget of $5
million. Additionally, at the March meeting, the Governors ap-
proved a resolution authorizing the office to conduct investigations
of postal crimes, carry firearms, serve subpoenas and warrants,
and make arrests.

In closing, I would like to acknowledge the support of the House
and Senate staff, the Governors, and the employees of the Postal
Service. In particular, I would like to thank Chief Inspector Ken
Hunter and the employees of the Inspection Service for their assist-
ance in helping us gain an understanding of the programs, activi-
ties, and functions of the Postal Service.

Thank you, Mr. Chairman. I would be happy to respond to your
questions.

[The prepared statement of Ms. Corcoran follows:]
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STATEMENT OF KARLA W. CORCORAN
INSPECTOR GENERAL, U.S. POSTAL SERVICE
BEFORE THE HOUSE SUBCOMMITTEE ON THE POSTAL SERVICE
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT

MARCHE 19, 1887

MR. CHAIRMAN AND MEMBERS QF THE COMMITTEE, I APPRECIATE THE OPPORTUNITY
TO APPEAR BEFORE YOU TODAY TO DISCUSS OUR PROGRBSS IN IMPLEMENTING THE
INSPECTOR GENERAL LEGISLATION FOR THE UNITED STATES POSTAIL SERVICE.
JOINING ME TODAY ARE THOMAS COOGAN, MY ACTING COUNSEL, AND SYLVIA OWENS,

MY DEPUTY ASSISTANT INSPECTOR GENERAL FOR INVESTIGATIONS.

SINCE 1988, THE POSTAL INSPECTION SERVICE HAS PERFCRMED THE FUNCTIONS OF
THE INSPECTOR GENERAL. HOWEVER, LATE LAST YEAR, CONGRESS ENACTED
LEGISLATION CREATING A NEW OFFICE OF INSPECTOR GENERAL (OIG) WITHIN THE
POSTAL SERVICE. THE LAW REQUIRED THE POSTAL SERVICE GOVERNORS TO
APPOINT AN INDEPENDENT INSPECTOR GENERAL WITHIN 90 DAYS. mmit,
MBRASURES NECESSARY TO ESTABLISH AN OIG WERE TO OCCUR KO LATER THAN 60
DAYS AFTER THE INSPECTOR GENERAL’S APPOINTMENT. I AM PROUD TO REPORT

THAT WE MET THESE CHALLENGING REQUIREMENTS.

I WAS SWORN IN AS INSPECTOR GENERAL ON JANUARY 6, 1997. ONE MONTH
LATER, I PRESENTED AND THE GOVERNORS APPROVED A PAY AND BENEFITS PACKAGE
FOR THE ORGANIZATION. THIS WAS A NECESSARY FIRST STEP TO BEGIN
RECRUITING AND HIRING QUALIFIED CANDIDATES. AT THE MARCH GOVERNORS”
MEETING, I PRESENTED AND THE GOVERNORS APPROVED QUR DESIGNATION OF AUDIT
AND INVESTIGATIVE FUNCTIONS. DURING THIS PERIOD, I ALSO ASSEMBLED A
TRANSITION TEAM OF 12 PEOPLE WITH DIVERSE PROFESSIONAL EXPERIENCES FROM

OTHER FEDERAL AGENCIES AND THE POSTAL SERVICE.
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OUR FIRST PRIORITY WAS TO ENTER INTO AN INTERIM MEMORANDUM OF
UNDERSTANDING WITH THE CHIEF POSTAL INSPECTOR. THIS ENSURED THAT THR
INSPECTION SERVICE WOULD CONTINUE TO PERFORM THE RESPONSIBILITIES UNDER
THE INSPECTOR GENERAL ACT. THE AGREEMENT PROVIDES THAT THESE FUNCTIONS

ARE TO BE ASSUMED BY MY OFFICE AS POSITIONS ARE FILLED.

THE TRANSITION TEAM ASSEMBLED THE PAY AND BENEFITS PACKAGE AND
IDENTIFIED THE FUNCTIONS TO BE PERFORMED BY THE OIG AND THE INSPECTION
SERVICE. THEY ALSO DEVELOPED AN ORGANIZATION TO PERFORM THOSE
FUNCTIONS, AND ASSEMBLED THE FWORR FOR A BUDGET TC FUND THE OFFICE’S

OPERATIONS.

AS DIRECTED IN THE LEGISLATION, WE DEVELOPED A PAY AND BENEFITS PACKAGE
THAT IS COMPARABLE TO OTHER OIGS. ADDITIONALLY, WE DECIDED TO USE PAY
BANDS SIMILAR TO THOSE USED BY THE GENERAL ACCOUNTING OFFICE. THE USE
OF PAY BANDS WAS RECOGNIZED BY THE NATIONAL PERFORMANCE REVIEW AS A

BETTER WAY TO TIE COMPENSATION TO PERFORMANCE.

KEXT, THE TRANSITION TEAM IDENTIFIED THE FUNCTIONS TO BE PERFORMED BY
THE OIG. WE DISCUSSED POSTAL SERVICE ISSUES WITHE CONGRESSIOMAL STAFF,
GENERAL ACCOUNTING OFFICE REPRESENTATIVES, AND POSTAL SERVICE EXECUTIVES
TO OBTAIN THEIR PERSPECTIVE. WE IDENTIFIED CURRENT INSPECTION SERVICE
FUNCTIONS THAT SHOULD BE PERFORMED BY THE OIG. WE ALSO IDENTIFIED
ADDITIONAL WORK, INCLUDING OVERSIGHT OF THE INSPECTION SERVICE, THAT WE

WILL PERFORM TO MEET THE REQUIREMENTS OF THE INSPECTOR GENERAL ACT.
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THE DESIGNATION CF FUNCTIONS IS SHOWN IN EXHIBIT 1. THE OIG WILL FOCUS
ON FUNCTIONS THAT LEND THEMSELVES TO SYSTEMIC REVIEWS. FOR EXAMPLS, THE
OIG WILL CONDUCT ALL FINANCIAL STATEMENT AUDIT ACTIVITIES ABOVE THE
DISTRICT LEVEL. THIS ALLOWS THE INSPECTOR GENERAL TO FOCUS ON KEY
EVENTS LEADING TO THE CONSOLIDATED ANNUAL FINANCIAI STATEMENT.
ADDITIONALLY, THE OIG WILL AUDIT POSTAL-WIDE PERFORMANCE ISSUES, SYSTEMS
DEVELOPMENT, CONTRACT ADMINISTRATION, AND NEW PA(;ILITIES CONSTRUCTION

OVER $10 MILLION.

WITH RRSPECT TO INVESTIGATIONS, THE OIG WILL BAVE PRIMARY RESPONSIBILITY
FOR BRIBERY, KICKBACK, CONFLICT OF INTEREST, AND SERVICE-WIDE
INVESTIGATIONS. WE WILL ALSO BE ACTIVELY INVOLVED IN THE WORKERS’
COMPENSATION PROGRAM BY ISSUING SUBPOENAS, CONDUCTING INVESTIGATIONS OF
HEALTH CARE PROVIDERS, AND PARTNERING WITH THE INSPECTION SERVICE. IN
ADDITION, WE WILL CONDUCT OR PARTNER SIGNIFICANT EMBEZZLEMENT CASES.

ALL INVESTIGATIONS INVOi.VING POSTAL SERVICE EXECUTIVES WILL BE PERFORMED

BY THR OIG.

WE ALSO IDENTIFIED A NUMBER OF PROGRAM AREAS WHERE ADDITIONAL OR
EXPANDED WORK IS NECESSARY. FOR EXAMPLE, THE OIG WILL REVIEW THE POSTAL
SERVICE’S RATE MAKING PROCESSBS, REVENUR GENERATION INITIATIVES, AND
LABOR-MANAGEMENT ISSUBS. FURTHER, WE WILL HAVR A SEPARATE DIVISION

RESPONSIBLE FOR OVERSEEING THE INSPECTION SERVICE.

WE ANALYZED THE TRANSFER OF FUNCTIONS WITH A FIVE-YRAR STRATEGIC PLAN IN
MIND. THIS ANALYSIS RESULTED IN THE AUDIT AND INVESTIGATIVE WORKLOAD

DISTRIBUTIONS SHOWN IN EXHIBITS 2 AND 3.
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EXHIBIT 2 SHOWS THE UNIVERSE OF AUDIT WORK TO BE ACCOMPLISHED IN THE
POSTAL SERVICE BY THE YEAR 2001. THE OIG WILL PERFORM APPROXIMATELY 60
PERCENT OF ALL AUDIT WORK, WHILE THE INSPECTION SERVICE WILL PERFORM
APPROXIMATELY 40 PERCENT. AS YOU SEE, A SIGNIFICANT PORTION OF THE OIG

AUDIT EFFORT WILL BE IN AREAS REQUIRING ADDITIONAL OR EXPANDED COVERAGE.

I BELIEVE HAVING THE INSPECTION SERVICE CONTINUE SOME OF ITS AUDIT
FUNCTIONS IS PRUDENT BECAUSE IT TAKES ADVANTAGE 65' THE AVAILABLE
RESOURCES AT THE INSPECTION SERVICE’S DISPERSED DUTY STATIONS. IT
FURTHER ENABLES US TO FOCUS ON SERVICE-WIDE ISSUES. WE STILL HAVE
OVERSIGHT OF THE INSPECTION SERVICE’S AUDITS AND RETAIN THE RIGHT TO

CONDUCT ANY WORK WE CONSIDER NECESSARY.

EXHIBIT 3 SHOWS THE DISTRIBUTION OF INVESTIGATIVE WORKLOAD DURING THE
SAME FIVE-YEAR PERIOD. THE INSPECTION SERVICE WILL CONTINUE TO CONDUCT
INVESTIGATIONS OF CRIMES SUCH AS MAIL THEFT, POSTAGE METER FRAUD, MAIL
BOMBS, ASSAULTS, AND HOMICIDES. IN ADDITION TO CONDUCTING OUR OWN
INDEPENDENT INVESTIGATIONS, THE OIG WILL PARTNER WITH THE INSPECTION
SERVICE ON INVESTIGATIONS THAT ADDRESS ISSUES OF MUTUAL CONCERN, SUCH AS
AVIATION SECURITY. AS WITH AUDIT, THE OIG HAS OVERSIGET OF THE
INSPECTION SERVICE INVESTIGATIONS AND RETAINS THE RIGHT TO CONDUCT ANY

WORK WE CONSIDER NERCESSARY.

THIS DESIGNATION OF FUNCTIONS MEETS THE REQUIREMENTS AND GOALS OF THE
INSPECTOR GENERAL ACT. IT RESULTS IN THREE CATEGORIES OF WORK--
INSPECTOR GENERAL WORK, INSPECTION SERVICE WORK, AND SHARED, BUT NOT
DUPLICATED WORK. ALSO, THE DESIGNATION OF FUNCTIONS LEVERAGES RESOURCES

ARD MINIMIZES ADVERSE IMPACT ON INSPECTION SERVICE EMPLOYEES.
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FURTHER, THIS DESIGNATION IS COMPARABLE TO THAT PERFORMED IN OTHER OIGS
THAT HAVE OVERSIGHT FUNCTIONS. FOR EXAMPLE, A SIMILAR DESIGNATION OF
FUNCTIONS EXISTS BETWEEN THE DEPARTMENT OF THE TREASURY'S OIG AND THE
INTERNAL REVENUE SERVICE'S OFFICE OF THE CHIEF INSPECTOR. WE ARE NOW
DEVELOPING A MEMORANDUM OF UNDERSTANDING WITH THE CHIEF POSTAL INSPECTOR

TO IMPLEMENT OUR INDIVIDUAL AND SHARED RESPONSIBILITIES.

MY GOAL FOR THE OIG IS TO HAVE SUFFICIENT POSITI(;NS FILLED BY JUNE 1997
SO WE CAN INITIATE OUR OWN AUDITS AND INVESTIGATIONS. TO DATE, I HAVE
HIRED THE DEPUTY ASSISTANT INSPECTOR GENERAL FOR INVESTIGATIONS AND THE
DIRECTOR FOR CONTRACT AUDITS, AMONG OTHERS. 1IN ADDITION, WE ARE GIVING
PRIORITY TO HIRING STAFF THAT WILL ENABLE US TO ISSUE SUBPOENAS AND

STAFF THE HOTLINE.
ORGANIZATIONAL STRUCTURE

OUR NEXT AREA OF PROGRESS HAS BEEN THE DEVELOPMENT OF AN ORGANIZATIONAL
STRUCTURE TO QUICKLY IMPLEMENT THE OIG’S FUNCTIONS. AS SHOWN IN
EXHIBIT 4, WE HAVE DEVELOPED AN ORGANIZATIONAL STRUCTURE WITH ASSISTANT
INSPECTORS GENERAL FOR AUDIT AND INVESTIGATIONS, WHICH COMPLIES WITH THE
IMSPECTOR GENERAL ACT. THE STRUCTURE ALSO SUPPORTS THE PRIMARY GOALS OF
THE POSTAL SERVICE. THE EXECUTIVE TEAM WILL CONSIST OF SIX EXBCUTIVES

AND THE INSPECTOR GENERAL.

I BELIEVE THE ORGANIZATIONAL STRUCTURE WE HAVE PUT TOGETHER FOR THE OIG
WILL ENABLE US TO PERFORM INVESTIGATIONS AND AUDITS, WHILE KEBEPING THR
GOVERNORS AND THE CONGRESS FULLY AND CURRENTLY INFORMED ABOUT POSTAL

SERVICE PROGRAMS AND OPERATIONS.
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BUDGET

NOW I WOULD LIKE TO TURN TO OUR PROGRESS IN DEVELOPING A BUDGET FOR THE
OIG. WE USED THE DESIGNATION OF FUNCTIONS AS A BASIS FOR DEVELOPING OUR
BUDGET ESTIMATES. WE ARE NOW REFINING THESE ESTIMATES AND WILL PROVIDE
A BUDGET FOR THE GOVERNORS’ APPROVAL AT THEIR APRIL MEETING. TEE

GOVERNORS RECOGNIZED AT THEIR MARCH MEETING THE NEED TO FUND OPERATIONS

IN THE INTERIM AND APPROVED A 60-DAY BUDGET OF $5 MILLION.

ADDITIONALLY, AT THE MARCH MEETING, THE GOVERNORS APPROVED A RESOLUTION
AUTHORIZING THE OFFICE TO CONDUCT INVESTIGATIONS OF POSTAL OFFENSES,

CARRY FIREARMS, SERVE SUBPOENAS AND WARRANTS, AND MARE ARRESTS.

IN CLOSING, I WOULD LIKE TO ACKNOWLEDGE THE SUPPORT OF THE HOUSE AND
SENATE STAFF, THE GOVERNORS, AND THE EMPLOYEES OF THE POSTAL SERVICE. I
WOULD ALSO LIKE TO THANK THE DEPARTMENT OF THE TREASURY, NATIONAL
AERONAUTICS AND SPACE ADMINISTRATION, FEDRRAL DEPOSIT INSURANCE
CORPORATION, DEPARTMENT OF THE AIR FORCE, AND THE NATIONAL INSTITUTES OF
HEALTH FOR THEIR ASSIGNMENT OF HIGHLY EXPERIENCED PERSONNEL TO SERVE ON

THE TRANSITION TEAM.

IN PARTICULAR, I WOULD LIKE TO THANK CHIEF POSTAL INSPECTOR

KENNETH HUNTER AND THE EMPLOYEES OF THE INSPECTION SERVICE FOR THEIR
ASSISTANCE IN HELPING US GAIN AN UNDERSTANDING OF THE PROGRAMS,
ACTIVITIES AND FUNCTIONS OF THE POSTAL SERVICE. WE COULD NOT HAVE
ACCOMPLISHED AS MUCH HAD IT NOT BEEN FOR THE INSPECTION SERVICE’S

COCPERATIVE EFFORTS.

THANK YOU MR. CHAIRMAN. I WILL BE HAPPY TO RESPOND TO YOUR QUESTIONS.



DESIGNATION
INSPECTOR GENERAL

AUDITING

®  Financial Statement: Overalt Opinion; Quality reviews
of 1S work

Postal-wide Performance
Contracts, except pre-award and post-award
All Developmentai

Facilities
«  Facilities Constructon of $10M or more
«  Right of First Choice Between $5-310M
o Leasesif $1M or more
. Repair and Alterations of $ {M or more

®  Revenue Focused (International Maif)

INVESTIGATING
@ Revenue
s Bribery, Kickback, and Conflict of Interest;
Systernic
.

Worker’s Compensation
® IG Subpoenas
@ Monitors Programs

®  Tort claims: serious incidents; Hability report
@ Embezzlements: Conduct/Partner on Cases of § 100K or
more

€  Expenditure
»  Bribery, Kickback, and Conflict of Interest
«  Systemic/widespread conditions

®  Conduct/Partner on Cases Involving Executives

®  inspection Service Internal Affairs
o Executives.

@ Computer Forensics

¢ Hodine

ADDITIONAL OIG AUDITING AND
INVESTIGATING FUNCTIONS

¢ QOversight of Inspection Service

USPS Rate Making Programs and Operations
Revenue Generation

Labor Management

Electronic Commerce
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EXHIBIT 1}
OF FUNCTIONS

INSPECTION SERVICE

AUDITING

®  Financial Statement: Installation and District
®  Area, District and Local Performance

®  Service Investigations
.

Contracts, pre-award and post-award

®  Facilities
*  Faciliies Construction of $5 M or less
+  Between $5-$10M if not done by IG
«  Leasesunder $1M
. Repair and Alteradons Under $ 1M

INVESTIGATING
®  Revenue
¢ Revenue Loss Detection; Shares wigh 1G on
revenue task force/groups

®  Worker's Compensation
«  Primary Responsibility of Conducting

Tort Claims
®  Embezziement: Under $100K

®  Expenditure
*  AgReferred by IG
»  IMPAC Cards

«  Local Purchases/Procurements

®  Emergency Response on Cases Involving Executives

®  internal/External Crimes, Protection of Employees,
Security, fraud and Prohibited Mailings -

®  inspection Service Internal Affalrs
¢ Non-Executives

®  Forensic and Technical Services

« NOTE: Inspector General has oversight
responsibility for all inspection Service
functions; Inspector General retains the right
to conduct or partner in audits investigations
pursuant to the Inspector General Act.
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Exhibit 2

Distribution of Workload
Audit Functions

Audit - FY 2001

Additional/
Expanded
Effort

Inspector
General

60% Inspection
Service
40%
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Exhibit 3

Distribution of Workload
Investigative Functions

Investigations - FY 2001

Inspection
Service

95% \

/ v& Inspector

Additional General
Expanded 5%
Effort



Exhibit 4

Office of Inspector General
Organization Structure

Inspector General

Counsel Strategic Planning
and Quality
{ 1 I 1
AlG (Invest.) AIG (Audit) AlG AlG
for Revenue for Performance for Employees for Customers

& Cost Containment
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Mr. MCcHUGH. Thank you, Ms Corcoran. We're looking forward to
that opportunity. In consultation with the ranking member—as you
heard the bells—we thought it would be best if we just recessed,
hopefully for a brief period, while we go cast these votes, and then
come back. So I apologize, but if you can bear with us, we’ll try to
return as quickly as possible.

[Recess.]

Mr. McHUGH. We're going to reconvene the hearing. I apologize
beforehand, the Murphy’s law of legislation and votes is the minute
you try to do something, they have votes. And we have two 10-
minute votes coming up. So we're going to be off and on. It’s just
a fact of life. So if we could proceed with the permission of Mr.
Fattah. I appreciate that. First of all, welcome.

Ms. CORCORAN. Thank you.

Mr. McHUGH. The provision of this office was a part of the origi-
nal Postal Reform Act that we introduced last year. We felt it was
important enough to try to pursue an initiative separately along
with some other questions that we feel very appropriately and very
fortunately were passed. And we’re very much looking forward to
your office being established and going forward with what we think
is some very important work.

And I want to state, again, what I tried to make clear last year.
Our interest in creating this new office was not in any way in-
tended to be a slight toward, particularly those individuals—Mr.
Hunter, especially—involved in the combined office of years past.
Quite the contrary, that particular gentleman has amassed an ex-
emplary record in service to the post office and now the Postal
Service. That is to be commended.

But we do feel that there are some important functions and some
impressions of heightened propriety that the creation of your of-
fice—and, now, with you in that position—can further. I was very
pleased to hear, both in your abbreviated statement and in your
full statement that I had the opportunity to read several nights
ago, what I take as a spirit of cooperation between the Inspection
Service and your office as you try to work your way through what
I intended to indicate in my opening statement must be a rather
challenging chore, to draw lines of demarcation as to who does
what.

You mentioned in your comments that you’re working on an
MOU with Mr. Hunter. We’d be pleased to hear how you're pro-
gressing with that. Have you encountered any difficulties to this
point that may seem insoluble or of particularly difficult dimen-
sions, and, also, when you think that MOU will be completed and
executed?

Ms. CORCORAN. I expect the MOU to be completed about the time
of the next board meeting, so, hopefully, we can present it to the
board at the same time that we present the budget. We have not
come across any problems in drafting the MOU thus far, mainly be-
cause we had worked out so many of the issues in the MOU while
doing our designation of functions.

What we are doing with the MOU is just putting a lot of meat
around the bones that is shown in the chart that is in the longer
statement concerning the designation of functions. We're also out-
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lining some notification requirements which will just make smooth
operation between the two offices.

Mr. McHUGH. When you say the next board meeting, you mean
the April meeting?

Ms. CORCORAN. Yes, sir.

Mr. MCHUGH. So this is pretty fast track, then?

Ms. CORCORAN. We're hoping that it will be on a fairly fast track
so that we can keep things moving.

Mr. McHUGH. For the record, it’s certainly not my intention to
involve ourselves as a subcommittee directly in the issues that
you're trying to resolve. But I would say that we are obviously very
interested in ensuring that this new office is empowered to do
those things that are consistent with the Inspector General Act,
that we think are consistent with the objective of a Postal Service
that is running as efficiently and smoothly as it can.

A part of that function, obviously, is your office’s ability to oper-
ate as unfettered as possible. We're going to be very interested and
paying close attention to these developments as they go forward.
And so, I would say to you that if you ever feel there is a need for
our having information on any matter, we would greatly appreciate
that information, just as an open offer and not as a challenge or
as a demand. But we think this is important work.

Ms. CORCORAN. Thank you. I appreciate that.

Mr. McHUGH. If I could take it one step further. You are evolv-
ing a budget. I think the Governors acted very responsibly in
issuing you the $5 million 60-day budget. But in terms of resource
allocation—and I'm speaking for the Governors where I have no
right to—but let me try to put myself in their position. Were I to
ever be able to aspire to such high and lofty positions, I would be
very concerned about the cost of the entire operation of the admin-
istration of the Postal Service.

This is a new function, and it’'s going to cost money. I would
imagine they’re trying to see what they can do to try and limit the
increase of costs, vis-a-vis the old combined service. I've heard talk,
for example, about the contemplation of a dollar for dollar tradeoff.
In other words, every dollar that goes to your operation somehow,
by necessity, has to be a dollar coming out of the old Inspection
Service.

Have those kinds of issues been resolved as you work toward a
full budget? Because, before you answer, let me say, I haven’t as-
pired to such a lofty position. While I understand and even laud
what I suspect is their intention to hold that down, it is certainly
not the intention of this chairman to have such a dollar for dollar
tradeoff, because I don’t think that’s possible.

I think your testimony states fairly clearly, in assigned percent-
ages, the amount of new work that you're going to be doing, hope-
fully. So how is your budget talk going? Are we in a dollar-for-dol-
lar tradeoff situation? And believe me—some of the Governors are
shaking their heads. No, you'll get the chance to answer those. But
I was curious as to Ms. Corcoran’s observations.

Ms. CORCORAN. The way that my team has gone about putting
together the budget has been to actually take a look at what we
need to run our operation without real consideration of what the
Inspection Service is doing. Because I work for the Governors and
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the Inspection Service is working for management and the PMG,
I have taken what I need to set up this operation and make it oper-
ate efficiently.

The thing we have done with the Inspection Service, and we are
continuing to do, is try to look to see how we can minimize the im-
pact on the Inspection Service by phasing in our budget over a 5-
year period. But we do have a lot of startup cost and just things
that you need to get an office running that will make it very hard
to keep costs down a lot in terms of making it budget-neutral.

Mr. McHUGH. Thank you for that. As I indicated prior to the
gentleman from Pennsylvania’s return, we understand there are
going to be votes. He and his staff have been very gracious about
allowing us to proceed under less than ideal conditions. So I don’t
want to hog this time. I'd be happy to yield to the gentleman for
any questions he may have at this time, and, with that, say
thanks, as well, for his cooperation.

Mr. FATTAH. Let me thank the chairman. I note that in your ab-
breviated testimony, you refer to the fact there were—it’s on page
6 at the bottom—additional program areas where expanded work
would be necessary. And one of them that you identify is labor-
management issues, which is also indicated on your chart. If you
could expound upon that for the benefit of the committee as to
where you see, in terms of the program area, meaningful work
being done?

Ms. CORCORAN. The Postal Service, with approximately 850,000
employees, certainly has the nucleus for looking for new ways to
do things and different ways to do things. There has been talk over
years by GAO and other people that there needs to be improvement
in many of the processes. In the past, the Inspection Service has
dealt with labor-management issues mainly through hotline inquir-
ies. The purpose of this group will be to actually take an inde-
pendent look at what is going on in the workplace, to try to see
whether or not there are improvements that can be made to the en-
vironment.

Mr. FATTAH. Your previous service was with the Air Force. Is
that correct?

Ms. CORCORAN. That is correct.

Mr. FATTAH. It’s a very large organization in and of itself.

Ms. CORCORAN. That is correct.

Mr. FATTAH. And one of the things that the armed services have
been quite successful at is to affirmatively include people into lead-
ership ranks. One of the labor-management issues that I have
some concerns—or questions, really—not concerns, because I don’t
know enough yet about the whole issue of affirmative inclusion in
the operation, the leadership elements in the police station.

So hopefully, that will be one of the areas that you will give that
you have some expertise from the Air Force—be able to follow suit
with. Let me go back to the question about the budget that the
chairman raised, the $5 million for the 60-day budget. Do you have
any—I know that you’re in the budget preparation process—but do
you have any sense of what the outer limits are of what is going
to be necessary for you to be fully staffed and at what point—I
know that you suggest that in maybe 60 percent of the workload
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by 2001—when do you plan on being fully engaged and at what
round ballpark figure are we talking about?

Ms. CORCORAN. I plan to present that information to the Gov-
ernors April 6th and 7th at their meeting. We are in the process
of still formulating the information. I’d be more than happy to pro-
vide it to you at that time. We are in the process of trying to make
sure that we have included everything. When you have a startup
operation, it’s fairly difficult to know exactly what numbers you
need for some of these operations, because you don’t have any his-
tory to base them on—Ilike the labor-management area. So we’re
still trying to resolve some of those issues. And as soon as we have
them resolved and presented to the Governors, I'd be more than
happy to present them to you, as well.

Mr. FATTAH. Let me ask you one more question on this labor-
management side, which is a big issue with the Postal Service as
I've come to understand. One of the issues is that there’s a signifi-
cant case load backlog in the grievance procedures. And perhaps
that’s an area where some new thinking could apply itself to how
that could be fast tracked in a way in which legitimate grievances
could be heard over some reasonable period of time and resolved.
That might be an area where there could be some usefulness for
your office to engage itself in early on in this process.

Ms. CORCORAN. Thank you. We'll certainly put that on our list.

Mr. FATTAH. Mr. Chairman, I heard the bells go off again, so I'll
yield back to you to get a few more——

Mr. McHUGH. Thank you. I thank the gentleman. Let me take
one of the things the ranking member brought up and pose it a lit-
tle bit further, because you also mentioned in your comments about
involving yourself in rate setting. How might such a function work
in your estimation? What do you view as your role in the rate set-
ting process?

Ms. CORCORAN. Much of the information that comes and is used
by the Postal Rate Commission is actually generated within the
Postal Service. In the 2% months that I've been at the Postal Serv-
ice, I've heard much discussion that there’s not a lot of confidence
that the data that they receive is valid, accurate, that the esti-
mates and the modeling used is appropriate. So I see that within
the four walls of the Postal Service, we will be looking at the data
to ensure that it is valid and it is usable for—useful for what it
needs to be used for.

Mr. McHUGH. Listening to you, I almost thought that I gave you
that answer. I want the record to show that I didn’t. Because one
of the things I, certainly, have been most concerned about—or, let
me rephrase that—one of the things that I believe has been a pri-
mary obstacle to a better-running system from all sides—whether
it be the Postal Service, whether it be the PRC, whether it be the
customers—is that there is a great deal of question as to the verac-
ity, validity, verifiability of data that are used in various processes.
If you can help us through that one and uplift the acceptability by
all parties interested in the process, you've made all of our efforts
worthwhile.

So certainly this subcommittee is very supportive of your efforts
in that regard. I think it’s an important one and I'm delighted that
you responded that way. As I said, we are going to be interrupted.
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We're down to a 10-minute vote. So with the ranking member’s
agreement, we'll recess yet again and beg your indulgence. We'll be
back as soon as we can. Thank you.

[Recess.]

Mr. McHuUGH. If we could come back to order, please. Just so ev-
eryone is aware, we have about another 10 minutes before a vote.
So we'll be doing this again, because I know it’s so much fun. It’s
hard to have any sense of continuity here. Ms. Corcoran, I apolo-
gize for the interruptions, but let’s talk about your function as I ex-
pect there will be, to ensure that the contracting procedures with
the Postal Service are proper. How do you view your—for lack of
a better term—power to follow the money? In other words, do you
see your duties stopping—as to questions of propriety—at the post
office door, or do you feel that you have, where there are problems
of questionable contracts, the power to go into those interests that
were actually contracted with the Postal Service, as well?

Ms. CORCORAN. I see that it goes beyond the doors of the Postal
Service. But Ms. Owens is an expert in contracting, which is one
of the reasons I brought her on. So maybe you’d like to address the
question?

Ms. OWENS. Sure. I don’t know if I can say I'm an expert. I al-
ways try and shy away from that title. But I think in the area of
contracting, certainly, there has been, historically, a lot of fraud, a
lot of fraudulent things, a lot of product substitution. And because
of that, I think we have to move, sometimes, outside of the doors
of the post office to make sure that the customer is getting what
we’ve contracted for as well as the right product at the right price.
So I think there could be a lot of work outside the door, looking
at the contracting process.

Mr. McHUGH. Let us create a hypothetical where it may not be
the question of where the contract with the Postal Service is receiv-
ing the product they envisioned, but, rather, where there was a
contract between the Postal Service and an outside source that
may have been questionable from both sides. In other words, there
may have been—did you use the word “fraud?”

Ms. OWENS. I think I did.

Mr. McHUGH. Well, let’s use your word. That, rather than mine.
Where there may be fraud or collusion. I'm not suggesting any cir-
cumstance, and I do not know of any, but I'm just saying, do you
have the opportunity, the power and the prerogatives to pursue
that outside contractor who may be involved in complicity or fraud
of some nature?

Ms. OWENS. Yes, sir. We would. If it was—as long as it was on
a contract with the post office—with the Postal Service. And cer-
tainly, if not, we would have the ability to refer it to some agency
which would be able to follow it to its logical conclusion. But we
would be able to. Yes.

Mr. McHUGH. I appreciate your response. On an attendant issue,
there have been over the years—and I suspect there will be into
the future, as there are with all Federal agencies—reports by, for
example, GAO and others, that have found problems with, if not
accountability problems, with efficient use of resources to maximize
results. The GAO issued a report, for example, raising what I think
any reasonable person would agree were some serious concerns
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about lost revenues on bulk mail. Would it be the role of this office,
as you envision it, to followup on those kinds of reports—No. 1—
and No. 2, to ensure that, even down the road where you may have
taken remedial action, that standards continue to be maintained?

Ms. CORCORAN. Absolutely. That would be part of our role. It is
management’s job to take the corrective actions, but it is within the
Office of the Inspector General’s role to assure that those changes
are appropriate and that they really fix the problem that was iden-
tified.

Mr. MCHUGH. One of the things that we were talking about the
other night—and it has come up in discussions that we’ve had on
the issue before—is that the Whistleblower Protection Acts, as it
applies to the Postal Service, are not universal. It is our under-
standing, for example, that whistleblower protection in law is not
extended to some administrative personnel. Has that been some-
thing you’ve had a chance to look at? And if it is, do you envision
that to be a potential problem in terms of people feeling unfettered
to come to you and share with you, without fear of recrimination,
issues that they feel are just not right?

Ms. CORCORAN. We have had some discussions with the legal de-
partment about the Whistleblower Protection Act. I'm going to ask
Mr. Coogan to address this issue further.

Mr. CooGAN. My understanding, Mr. Chairman, is that you are
correct. The Whistleblower Protection Act that covers most other
Federal agency employees does not cover Postal Service employees.
Well, that may be a question that we can address, again, through
the Law Department. However, the Inspector General Act itself has
a provision that provides for whistleblower protection in cases of
employee complainants. And certainly, the Inspector General’s Of-
fice would treat all complaints as confidential to the extent possible
and would look into allegations of reprisal and retaliation as a re-
sult of bringing those matters to the attention of the Inspector Gen-
eral.

Mr. McHUGH. So your analysis is that, while there may not be
specific protection, there are, perhaps, cross-references that protect
certain employees because of their inclusion under other provisions
of an act, and even if they’re not, you're going to act in a way that
would protect their interest?

Mr. COOGAN. Yes.

Mr. McHUGH. 1 appreciate that. May I put before you a sugges-
tion that, if I were an employee, I think I'd be less than anxious
to come forward if I felt my only shelter would be found in a cross
reference as legally appropriate as that might be? I am not an at-
torney, nor I suspect would I be one if I were over in the Postal
Service. I would urge you to re-examine the coverage under Whis-
tleblower Protection, particularly as it applies to what I understand
are some of the administrative positions, and see if it might not be
helpful to you. Also, if it might not be the right thing to do, as a
matter of equity, to extend those acts to the employees on a pri-
mary reference so there aren’t cross references.

This is not contained, for example, in the Postal Reform Act that
we drew up. But we discussed it the other night, and it may be.
I'd like to have your input on that, because we don’t want to be
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going down a road that’s totally unnecessary. I think it merits
some examination, so I'd appreciate that.

Ms. CORCORAN. We'll certainly go back and take a look at that
3nd get back with the committee to let you know what needs to be

one.

Mr. McHUGH. Thank you. I yield back to the gentleman from
Pennsylvania, the ranking member, Mr. Fattah.

Mr. FATTAH. Just a few more followup questions. The Inspection
Service, as it relates to its on-going functions under the Memo-
randum of Understanding, to the degree that there are going to be
functions phased out and picked up by your office, how is that
going to effect present employees in the Inspection Service?

Ms. CORCORAN. That’s probably a question that’s really better
addressed to the Chief Inspector and, perhaps, even the Governors.
In part, it will depend on what they do concerning their budget and
how they relate to that. There has been an agreement made that
we will consider inspectors for positions. If they are the best person
for that particular position, they will be brought on board with us.
But we are not necessarily responsible for hiring those people. So
how the transition will take place is something that’s still being
worked out.

Mr. FATTAH. Well, at the end of this road, there’s still going to
be an Inspection Service carrying out certain functions?

Ms. CORCORAN. Absolutely.

Mr. FATTAH. Right.

Ms. CORCORAN. They have program responsibility that includes
mail theft, burglaries, homicides, much of the security of the postal
buildings, as well as the people who are carrying the mail, and the
mails themselves. And they still have all those program respon-
sibilities that they need to handle.

Mr. FATTAH. Now, the auditing functions that they have now,
you would not envision that they would have any of those?

Ms. CORCORAN. They are going to maintain some of their audit-
ing functions as indicated in the designation of functions exhibit.
Those are going to be at individual facilities. For example, under
the financial statement audits, they are going to continue to do
about 200 of those audits where they will be looking at individual
post offices to see how well their internal controls work and the ef-
fectiveness of financial operations within those individual oper-
ations. Those will then be rolled up, and we will use them in our
overall scope to look at how postal-wide operations are doing finan-
cially.

Mr. FATTAH. Let me thank you for your appearance here today.
And let me also, just for the purposes of the record, give a mention
of the fact that Congressman Clay, in earlier sessions of the Con-
gress, had promoted this notion—he’s the ranking member for the
overall committee—of an independent IG. And it was through the
good efforts of the chairman, the gentleman from New York, that
in last year’s Congress, we were able to get this accomplished. So
I want to wish you well. And I'm sure that we’ll be seeing each
other again as we go down this road. Thank you.

Ms. CORCORAN. Thank you.

Mr. McHUGH. I thank the gentleman for his comments. Indeed,
in its infinite wisdom, I believe the House actually passed Con-
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gressman Clay’s IG bill at one point. We're following some pretty
vague and ill-defined footsteps, and we appreciate the assist that
Congressman Clay’s earlier work lent us.

Let me return to try to better understand where you may be
headed on your duties. I mentioned in my opening statement the
question of ethics. The issue that comes to mind, at least when we
were preparing that portion of the statement, specifically, was re-
cently—in March—the Office of Government Ethics sent of letter to
the Governors—to the General Counsel, Mary Elcano, stating that
they—the office, OGE—viewed the Postal Service in compliance
now with ethic standards.

That was an important development. Because it’s also my under-
standing that prior to that there had been some serious concerns
raised about the implementation of clearly defined, well under-
stood, and rigorously conveyed ethical standards, particularly in
the procurement area, raised by OGE. And indeed, while OGE nor-
mally reviews departmental ethics program once every 5 years,
they felt it was necessary to review the ethical practices and stand-
ards of the Postal Service some six times in the last 6 years.

I think that demonstrates a prior level of concern. I commend the
Postal Service for apparently, at least as of March, meeting that.
I think it’s fair to say that any program, be it one of Government
ethic standards or be it one of work shop safety standards, needs
oversight on a continuing basis to ensure that whatever is attained
now is attained in the future as well. Is it your intention to mon-
itor the ethics standards and practices as they apply through the
concerns raised by OGE in the future, or is that something that
you don’t think you’re going to be looking at?

Ms. CORCORAN. The General Counsel Office, as I understand it,
is the responsible ethics official within the department. We may
look at that in an overall, systemic type look within the Postal
Service. However, it is OGE that routinely comes in and does these
types of reviews and where ethics violations would be reported.
Generally, they are the ones that would be coming in and doing
these types of things. With the many issues that we have to deal
with, that would probably not be one we’d deal with right now be-
cause of how the Office of Government Ethics has dealt with it.

Mr. McHUGH. Yes? You wish to add anything, Mr. Coogan?

Mr. CoogaNnN. Well, Mr. Chairman, what I would add, also, is, as
I'm sure you know, the President’s Council on Integrity and Effi-
ciency and the Executive Council work with the Office of Govern-
ment Ethics. The IG’s office also works closely with the Justice De-
partment Public Integrity Section, and is very sensitive, of course,
to these ethics issues. But in general, the IG’s roles are not to be
the program administrators of an ethics program, but rather to
oversee the process and the procedures that should be followed in
those programs.

Mr. McHUGH. And you will be doing that latter function? Good.
Well, let’s go to something that probably is more in your line. Or,
I should say, is it more in your line? Another instance was one of
recent times where there were dramatic overexpenditures in the
advertising accounts. One of the more frustrating parts of that sce-
nario to those of us on this side of the room was that it became
so significant before it was apparent that many up the line were
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aware of it. Would it be your function to monitor expenditure ac-
counts to ensure that, whether it’s inadvertent, purposeful, wheth-
er the ends were totally justifiable or not, but that you do have
dramatic over-expenditures occurring or any over-expenditures be-
fore they become dramatic? Is that a function that you’d be into or
is that not more universal? Is that too specific?

Ms. CORCORAN. Again, we will be looking more at service-wide
issues. Along with that, though, we certainly will be monitoring for
trends or changes in data that would cause a question, and try to
determine what are the reasons for those changes. So hopefully we
would be aware of those before they became a problem. But like
many other things, as you’re auditing, if you’re not in the right
place at the right time, you don’t necessarily find it. We would
monitor and try to pick up on those types of things. 'm not aware
of all the circumstances involved around that particular situation.
And I'd need to look at that particular situation to see what could
be done to improve the overall system. And once we get our people
on board, we certainly will be looking at that.

Mr. McHUGH. Thank you. Current law, as I understand it, re-
quires that the Postal Service receive an independent certification
of its financial statement, that that has been done for many years,
as far as 'm aware, by Ernst and Young. I'm not suggesting that
my comment is meant to indicate that there was any problem with
Ernst and Young, that they have done anything but a credible job,
but the requirement was placed in law for the Postal Service prior
to that because there was no independent audit function, I assume.
Well, now there is, obviously. So 1is it your intention? Do you think
you meet the test of the law if you certified that financial state-
ment, thereby internalizing that somewhat more?

Ms. CORCORAN. That certainly is what the CFO Act has done for
the other IGs throughout Government. It’s given them the oppor-
tunity to either certify it internally or to have an external CPA
firm certify it. But certainly I will have the people on board doing
the work, and they could certify the statements.

Mr. McHUGH. 1 know professionally you could. I want to make
sure I understand your meaning of the word “could.” You could le-
gally, you believe, meet the test of the law, as currently written,
by certifying?

Ms. CORCORAN. No, sir. As it’s currently written, my under-
standing of the law is that it must be by an independent certified
public accounting firm.

Mr. McHUGH. OK.

Ms. CORCORAN. Which, obviously, we are an internal inde-
pendent organization.

Mr. McHuGH. OK. However, were the law to be changed, it
would merely put you in conformity with other agencies that have
an audit verification mandate, and do it with an independent IG.
Yes?

Ms. CORCORAN. Yes, sir.

Mr. McHUGH. Thank you. Well, because of how we’ve gone we've
taken up almost 1%2 hours of your time and, as you've heard, we
have another interruption. I'm not going to ask you to stay any fur-
ther. We do appreciate that and Mr. Fattah agrees that we should
dismiss you. It sounds so funny, doesn’t it. But thank you for being
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here. As I indicated earlier, we’re looking forward to working with
you, are anxious to work with you in helping you to meet any chal-
lenges that may arise, if it is appropriate in your view. We try not
to get on the wrong side of an IG, despite of what you read in the
newspapers. So, thank you and with that we will recess once again.
When we return we will move on to the Board of Governors, who
have all been waiting very patiently and we appreciate that. So
we’ll stand in recess. Thank you very much.

Ms. CoRCORAN. Thank you.

[Recess.]

[Followup questions and responses follow:]
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KarLa W. CORCORAN
INSPECTOR GENERAL

UNITED STATES

POSTAL SERVICE

June 16, 1997

Hanorable John M. McHugh

Chairman, Subcommittee on the Postai Service
Committee on Government Reform and Oversight
House of Representatives

Washington, DC 20515-6246

Dear Congressman McHugh:
in response ta your Apnil 3 request, enclosed are the responses to the follow-up questions

submitted for the hearing record ing my March 19 app before the Subcommittee on
the Postal Service.
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Sincerely,
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Corcoran
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QUESTIONS SUBMITTED IN WRITING TO KARLA CORCORAN, INSPECTOR
GENERAL, U.S. POSTAL SERVICE, BY THE HONORABLE JOHN M. MCHUGH,
CHAIRMAN, SUBCOMMITTEE ON THE POSTAL SERVICE, FOLLOWING

TESTIMONY GIVEN BEFORE THE SUBCOMMITTEE ON MARCH 19, 1997
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OIG_ AUDIT FUNCTIONS AND AUTHORITY

1. Should the Office of the Inspector General (OIG) have a greater role in certifying the
USPS financial statements? For example, should the OIG select and oversee the
independent public accounting firm that certifies the statement? If so, why and how should
current law be changed?

2. Should the OIG coordinate all audits performed at the USPS? Should the audit
proposed by USPS management regarding outsourcing priority mail be coordinated with
the OIG?

RESPONSE:

OIG Should Control Certifying USPS Financial statements

The USPS OIG, like OIG’s at other major agencies and federal corporations, should be
given a greater role in the financial statements audit process than is currently provided by
law. The OIG can be given a greater role in certifying the USPS financial statements by
changing current law to amend 39 U.S.C. §2008(e) to provide that the USPS financial
statements be audited by OIG or by an independent public accountant selected and overseen
by OIG.

Currently, the selection of the outside auditor is reserved to the Board of Governors by the
Board’s bylaws under 39 C.F.R. §3.3(0). The requirement to select an independent public
accounting firm to certify the accuracy of the USPS financial statements is found at 39

U. S. C. §2008(e). When Congress passed §2008(e) in 1972, statutory Inspectors General
did not exist. Since that time, however, Congress has created an OIG in most federat
agencies. Moreover, in many of those agencies, either pursuant to the Chief Financial
Officer Act, 31 U.S.C. §501, or Government Corporation Control Act, 31 U.S.C. §9105,
the OIG is expressly authorized to audit agency financial statements or to select and
oversee the independent public accountant.

The current provisions of 39 U.S.C. §2008(e) should be repealed or amended for several
reasons. First, pursuant to the Inspector General Act, as amended, 5 U.S.C. app.3, the
Inspector General is responsible to conduct, supervise, and coordinate all audits of USPS
programs and operations. The curre