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Highlights
Objective
The objective of our audit was to evaluate the effectiveness of the U.S.
Postal Service’s maintenance optimization initiative in the Northeast Area.
The Postal Service’s Five-Year Strategic Plan - Fiscal Year (FY) 2017 to 2021
outlines its maintenance optimization initiative to standardize, upgrade, and
realign maintenance operations across field offices efficiently and effectively in
order to reduce operating expenses. Savings in Labor Distribution Code (LDC)
37 - Building and Plant Equipment and LDC 38 - Building Services were included
in the Postal Service’s initiative. The FY 2017 planned national savings for the
initiative were $57 million in LDC 37 and $40 million in LDC 38. The achieved
savings were $47 million and $43 million, respectively.
Headquarters management established and tracked maintenance optimization
planned savings at the national level only and not at the seven Postal Service
areas. To determine area performance, we obtained FY 2017 actual versus plan
workhours for LDCs 37 and 38, respectively.

What the OIG Found
We found the Northeast Area achieved the initiative savings for LDC 38 in FY
2017, but did not achieve it for LDC 37. The Northeast Area was able to achieve
LDC 38 savings by implementing improvements in the cleaning process for
facilities and by updating cleaning equipment. These changes included the use of
better cleaning supplies, a two-bucket system for cleaning floors, and backpack
vacuum cleaners.
The Northeast Area had the lowest LDC 37 workhour performance to plan for the
seven Postal Service areas in FY 2017. They used over 78,000 more workhours
than planned, or about 12 percent.
However, in comparing FY 2016 to FY 2017, the Northeast Area achieved an
LDC 37 workhour reduction of about 181,000 hours, or about 20 percent, and a
reduction of 75 employees, or about 15 percent. They also reduced the use of
penalty overtime from about 3 percent in FY 2016 to about 2 percent in FY 2017.
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Although regular overtime increased from
about 13 percent to about 14 percent in the
same time period.

“ We found the
Northeast Area

We selected the four lowest performing mail
achieved the
processing facilities in the Northeast Area
based on those that exceeded the FY 2017
initiative savings for
workhour plan the most for LDC 37. The mail
LDC 38 in FY 2017,
processing facilities we identified and visited
were the Springfield, MA, Network Distribution
but did not achieve
Center (NDC) and the Brockton, MA, Midit for LDC 37.
Island, NY, and Providence, RI, Processing
and Distribution Centers (P&DC). We also
selected the two highest performing mail processing facilities in the Northeast
Area based on those that used fewer FY 2017 workhours than planned for LDC
37. The mail processing facilities we identified and visited were the Albany, NY,
and Middlesex-Essex, MA, P&DCs. We conducted site visits in October and
November 2017.

”

We found local managers did not fully understand or were not aware of the
maintenance optimization initiative, its goals, and how to achieve the associated
savings. Specifically, two plant managers were not aware of the initiative and the
remaining four were aware of the initiative, but could not define the goals. This
occurred because of inadequate communication between Headquarters Network
Operations, the Northeast Area, and the Northeast Area mail processing facilities.
Without adequate knowledge of the maintenance optimization initiative, local
management cannot effectively achieve the planned savings.
Additionally, we found that Human Resources assigned employees to LDC
37 when they should have been assigned to LDC 36 based on the work they
performed. For example, at the two high-performing mail processing facilities
we visited, we found no employees incorrectly assigned to LDC 37; however,
at the low-performing Brockton and Providence P&DCs we found five of 11 and
seven of 22 employees, respectively, should not have been assigned to LDC
37. Springfield and Mid-Island managers had already taken action to correct
1
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employee assignments. When employees are not assigned to the correct LDC,
the Postal Service cannot adequately determine if the program is a success.

What the OIG Recommended

Finally, at four of the six mail processing facilities we visited (two high-performing
and two low-performing mail processing facilities), supervisors did not ensure
employees charged their workhours to the operation number that corresponded
to the work the employees performed. In the last six months of FY 2017, the
Providence P&DC maintenance manager started monitoring employees to
ensure they were correctly charging workhours after observing they had been
incorrectly charging workhours. The Springfield NDC maintenance manager was
in the process of training his supervisors to use a website to ensure maintenance
employees charged workhours correctly. He said when he was assigned to the
facility he noticed employees were clocked into the incorrect operations. Incorrect
workhour charges occurred because of inadequate supervision and management
oversight. When workhours are not attributed to the correct operation, the
Postal Service cannot adequately evaluate performance.

■■ Establish and communicate to all Northeast Area mail processing facilities a
plan that outlines the LDC 37 maintenance optimization initiative, its goals,
and how to achieve the associated workhour savings;

Maintenance Optimization –Northeast Area
Report Number NO-AR-18-003

We recommended management:

■■ Ensure Human Resources and mail processing facilities coordinate the review
of maintenance employee assignments to confirm they are assigned to the
correct labor distribution code; and
■■ Establish a plan to ensure maintenance supervisors monitor and correct
maintenance employee operation number selections as needed so that the
correct labor distribution code is used for the work being performed.

2
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Transmittal
Letter
March 29, 2018
MEMORANDUM FOR:

ROBERT CINTRON
VICE PRESIDENT, NETWORK OPERATIONS
EDWARD F. PHELAN
VICE PRESIDENT, NORTHEAST AREA

				

FROM:

Michael L. Thompson
Deputy Assistant Inspector General
for Mission Operations

SUBJECT:

Audit Report – Maintenance Optimization –
Northeast Area (Report Number NO-AR-18-003)

This report presents the results of our audit of Maintenance Optimization – Northeast Area
(Project Number 17XG027NO000).
We appreciate the cooperation and courtesies provided by your staff. If you have any
questions or need additional information, please contact Margaret B. McDavid, Director,
Network Processing, or me at 703-248-2100.
Attachment
cc: Postmaster General
Corporate Audit Response Management
Chief Operating Officer and Executive Vice President
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Results
Introduction/Objective
This report presents the results of our self-initiated audit of the
Postal Service’s maintenance optimization initiative in the Northeast Area
(Project Number 17XG027NO000). The objective of the audit was to evaluate
the effectiveness of the Postal Service’s maintenance optimization initiative in the
Northeast Area. See Appendix A for additional information about this audit.

“ The objective of the audit was to evaluate the
effectiveness of the Postal Service’s maintenance
optimization initiative in the Northeast Area.”
Background
The Postal Service’s Five-Year Strategic Plan - Fiscal Year (FY) 2017 to 20211
outlines its maintenance optimization initiative to standardize, upgrade, and
realign maintenance operations across field offices efficiently and effectively in
order to reduce operating expenses. Savings in Labor Distribution Code (LDC)2
37 - Building and Plant Equipment3 and LDC 38 - Building Services4 are included
in the initiative’s key performance indicators. The FY 2017 planned national
savings for the initiative were $57 million in LDC 37 and $40 million in LDC 38.
The Postal Service achieved planned savings for LDC 38, but did not achieve it
for LDC 37 (see Table 1). Specifically, the FY 2017 achieved savings were $47
million in LDC 37 and $43 million in LDC 38.

1
2
3
4

Table 1. FY 2017 Maintenance Optimization Savings
LDC

Actual (millions)

Plan (millions)

Actual Versus Plan
(millions)

LDC 37

$47

$57

-$10

LDC 38

$43

$40

$3

Source: Postal Service Five-Year Strategic Plan - FY 2017 to 2021 Optimize Network Platform and
Technology Management Office System (TMOS).

Headquarters management established and tracked maintenance optimization
planned savings at the national level only and not at the seven Postal Service
areas. To determine area performance, we obtained FY 2017 actual versus plan
workhours for LDCs 37 and 38, respectively (see Table 2 and 3). The Northeast
Area achieved the initiative savings for LDC 38 in FY 2017, but did not achieve
it for LDC 37. The Northeast Area was able to achieve LDC 38 savings by
implementing improvements in the cleaning process for facilities and by updating
cleaning equipment. These changes included the use of better cleaning supplies,
a two-bucket system for cleaning floors, and backpack vacuum cleaners.
The Northeast Area had the lowest LDC 37 workhour performance to plan for the
seven Postal Service areas in FY 2017. They used over 78,000 more workhours
than planned, or about 12 percent.

http://blue.usps.gov/finance/strategicPlanning/five-year-strategic-plan/welcome.htm.
A two-digit code that identifies major work assignments of employees. The first number identifies the function within an office, and the second number identifies the type of activity being performed.
LDC 37 consists of non-supervisor workhours of Operations maintenance employees involved in all building maintenance activities and all activities devoted to the maintenance of building utilities, heating, air
conditioning, lighting, and other plant equipment.
LDC 38 consists of non-supervisor workhours of Operations maintenance employees involved in custodial activities and protective services provided by maintenance employees in those buildings requiring guards in
which Inspection Service Security Force personnel have not been authorized.
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Table 2. FY 2017 LDC 37 Workhours

Table 3. FY 2017 LDC 38 Workhours

Area

Actual

Plan

Actual Versus Plan

Area

Actual

Plan

Actual Versus Plan

Northeast

732,102

653,972

78,130

Southern

1,719,859

1,633,686

86,173

Southern

745,262

712,502

32,760

Northeast

1,615,730

1,662,701

-46,971

Great Lakes

582,877

595,177

-12,300

Pacific

1,159,996

1,217,283

-57,287

Western

460,957

521,416

-60,459

Eastern

1,636,132

1,734,059

-97,927

Eastern

798,577

879,279

-80,702

Western

1,497,117

1,624,339

-127,222

Capital Metro

464,886

549,515

-84,629

Great Lakes

1,443,547

1,688,802

-245,255

Pacific

461,672

625,557

-163,885

Capital Metro

1,155,867

1,535,696

-379,829

Source: Enterprise Data Warehouse (EDW).

Source: EDW.

We selected the four lowest performing mail processing facilities in the Northeast Area based on those that exceeded the FY 2017 workhour plan the most for LDC
37. The mail processing facilities we identified and visited were the Springfield, MA, Network Distribution Center (NDC) and the Brockton, MA, Mid-Island, NY, and
Providence, RI, Processing and Distribution Centers (P&DC). We also selected the two highest performing mail processing facilities in the Northeast Area based on
those that used fewer FY 2017 workhours than planned for LDC 37. The mail processing facilities we identified and visited were the Albany, NY, and Middlesex-Essex,
MA, P&DCs (see Table 4). We conducted site visits in October and November 2017.

Table 4. FY 2017 LDC 37 Workhours for Sites Visited
Facility

Actual

Plan

Actual Versus Plan

Albany, NY, P&DC

15,212

21,507

-6,295

Middlesex-Essex, MA, P&DC

9,153

14,573

-5,420

Mid-Island, NY, P&DC

30,481

21,384

9,097

Brockton, MA, P&DC

22,164

10,736

11,428

Springfield, MA, NDC

54,746

36,960

17,786

Providence, RI, P&DC

45,140

26,822

18,318

“ We selected the four lowest... and the two
highest performing mail processing facilities in
the Northeast Area...to conduct site visits.”

Source: EDW.
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We also analyzed workhours, overtime, penalty overtime, and complement
changes from FYs 2016 to 2017 (see Table 5). We found the Northeast Area
achieved an LDC 37 workhour reduction in FY 2017 of 181,288 workhours, or
about 20 percent, and a reduction of 75 employees, or about 15 percent. The
Northeast Area also reduced the use of penalty overtime from 2.70 percent in
FY 2016 to 2.23 percent in FY 2017. Although regular overtime increased from
13.34 percent to 13.78 percent in the same time period.

Table 6. Local Management’s Understanding of Maintenance
Optimization Initiative

Plant Managers

Facility

Table 5. Northeast Area LDC 37 Workhours, Overtime, Penalty
Overtime, and Complement Changes
FY 2016

FY 2017

Difference

Workhours

913,390

732,102

-181,288

Overtime Workhours

121,846

100,865

-20,981

Overtime Percentage

13.34%

13.78%

0.44%

Penalty Overtime Workhours

24,667

16,316

-8,351

Penalty Overtime Percentage

2.70%

2.23%

-0.47%

LDC 37 Complement

517

442

-75

Source: EDW.

Not Aware

Aware, but
Could not
Define Goals

Not Aware

ü

ü

Aware, but
Could not
Define Goals

Albany, NY, P&DC

ü

ü

ü

ü

Brockton, MA, P&DC

Middlesex-Essex, NY, P&DC

Finding #1: Lack of Communication
We found that local managers did not fully understand or were not aware of the
maintenance optimization initiative, its goals, and how to achieve the associated
savings (see Table 6). Specifically, two plant managers were not aware of
the initiative. The remaining four plant managers were aware of the initiative;
however, they could not define the goals. We also found two maintenance
managers who did not fully understand or were not aware of the maintenance
optimization initiative, its goals, and how to achieve the associated savings. The
remaining four maintenance managers were aware of the initiative; however, they
could not define the goals.

Maintenance
Managers

ü

ü

Mid-Island, NY, P&DC

ü

ü

Providence, RI, P&DC

ü

ü

Springfield, MA, NDC

Total

2

4

2

4

Source: OIG interviews with plant managers and maintenance managers.
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This occurred because of inadequate communication between Headquarters
Network Operations, the Northeast Area, and the Northeast Area mail
processing facilities. The Northeast Area and their mail processing facilities did
not have specific initiative goals to implement or measure their performance.
Without adequate knowledge of the maintenance optimization initiative, local
management cannot effectively achieve the planned savings.

Recommendation #1

Vice President, Network Operations, establish and communicate
to all Northeast Area mail processing facilities a plan that outlines the
Labor Distribution Code 37 maintenance optimization initiative, its goals,
and how to achieve the associated workhour savings.

management to notify Human Resources to correct employee LDC assignments.
The Brockton P&DC followed this process during our audit to correct employee
LDC assignments. The Springfield NDC, and Mid-Island P&DC had already taken
action to correct employee assignments. When employees are not assigned to
the correct LDC, the Postal Service cannot adequately determine if program is a
success.

Recommendation #2

Vice President, Northeast Area, ensure Human Resources and mail
processing facilities coordinate the review of maintenance employee
assignments to confirm they are assigned to the correct labor
distribution code.

Finding #2: Incorrect LDC Assignment

Finding #3: Incorrect Workhour Charges

Additionally, we found that Human Resources assigned employees to LDC
37 when they should have been assigned to LDC 36 based on the work they
performed. For example, at the two high-performing mail processing facilities
we visited, we found no employees incorrectly assigned to LDC 37; however, at
the low-performing Brockton and Providence P&DCs, we found five of 11 and
seven of 22 employees, respectively, should not have been assigned to LDC 37.

Finally, at four of the six mail processing facilities we visited (two high-performing
mail processing facilities and two low-performing mail processing facilities),
supervisors did not ensure employees charged their workhours to the operation
number that corresponded to the work the employees performed. For example,
maintenance mechanics can be assigned a base operation of LDC 36, Postal
Operating Equipment, even though they may also perform LDC 37, Building
and Plant Equipment, work, and vice versa. If the maintenance mechanic is not
performing a clock ring move to the operation number that corresponds to the
work being performed and the supervisor does not correct the error, the employee
workhours will be attributed to the wrong LDC.

“ We found that Human Resources assigned employees
to LDC 37 when they should have been assigned to
LDC 36 based on the work they performed.”
According to Postal Service policy5, managers at field offices and mail processing
facilities are responsible for ensuring data integrity, including accurate recording
of clock rings and workhours in the proper operation number. Additionally,
management is responsible for correcting data reporting errors including
incorrect assignment of employees to LDC codes. There is a process for local
5

Only two of the six mail processing facilities visited (Providence P&DC and
Springfield NDC) monitored workhour charges or were in the process of
training after observing they had been incorrectly charging workhours. In the
last six months of FY 2017, the Providence, P&DC maintenance manager had
started monitoring Time and Attendance Collection System reports to ensure
maintenance employees were correctly moving between LDC 36 and LDC 37.

Handbook M-32, Management Operating Data System.

Maintenance Optimization –Northeast Area
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The Springfield NDC maintenance manager was in the process of training his
supervisors to use a module on the Container Tracking System website that
provided up-to-date information including which operation number employees are
clocked into. He said when he was assigned to the facility he noticed employees
were clocked into the incorrect operations. Incorrect workhour charges occurred
because of inadequate supervision and management oversight. When workhours
are not attributed to the correct operation, the Postal Service cannot adequately
evaluate performance. The four remaining mail processing facilities did not have
a plan in place to correct the workhour reporting errors.

maintenance managers across the country on several occasions. Further, they
said they provided a webinar to Northeast Area maintenance managers outlining
the strategies, objectives, and status of the MS-1 Maintenance Optimization on
February 27, 2018.

Incorrect workhour charges occurred because of inadequate supervision and
management oversight. When workhours are not attributed to the correct
operation, the Postal Service cannot adequately evaluate performance. We
identified $38,162 in misallocated costs due to incorrect workhour charges in the
Northeast Area.

Regarding recommendation 3, management said employees are allowed
to do work assigned in different LDCs based on the work level and the job
qualifications. They said workhour transfers are done when work is assigned in
advance. Further, management said the Northeast Area is well under the targeted
savings based on the MS-1 initiative for LDC 37 and combining both LDCs is well
under way.

Recommendation #3

Vice President, Northeast Area, establish a plan to ensure
maintenance supervisors monitor and correct maintenance employee
operation number selections as needed so that the correct labor
distribution code is used for the work being performed.

Management’s Comments
Management disagreed with our findings, recommendations, and other impact
related to incorrect workhour charges. See Appendix B for management’s
comments in their entirety.
Regarding recommendation 1, management said that LDC 37 policies,
procedures, and staffing at the plants are primarily governed through
Postal Service Handbook MS-1, Operation and Maintenance of Real Property.
Management said “maintenance optimization” is a term used by headquarters
and the field is more familiar with the term “MS-1”. Additionally, management said
the LDC 37/MS-1 and associated Manager, Maintenance Operations, rewrite
initiative was communicated to the Area Manager, Maintenance Operations, and
Maintenance Optimization –Northeast Area
Report Number NO-AR-18-003

Regarding recommendation 2, management said they code all maintenance
employee assignments according to the assigned work in MS-1 per the national
agreement and staffing guidelines require these jobs to be verified before any
posting and LDC assignment occurs.

Regarding the other impact, management said our audit acknowledged known
discrepancies in workhour reporting between LDCs 36 and 37 and that some
of the facilities we visited had already corrected some of the reporting issues
at the time of the audit. They said that basing accomplishment of maintenance
optimization required savings solely on LDC 37 versus plan is faulty. Further,
management said a more credible analysis of accomplishment of maintenance
optimization would be to evaluate the combined performance of both LDCs 36
and 37.

Evaluation of Management’s Comments
The OIG considers management’s comments unresponsive to the
recommendations in the report.
Regarding management’s disagreement with recommendation 1 and use of
the term MS-1 versus maintenance optimization, this element is not central
to the recommendation. The recommendation concerns establishing and
communicating a plan. Management said they provided a webinar to Northeast
Area maintenance managers outlining the strategies, objectives, and status of
MS-1 Maintenance Optimization on February 27, 2018, after issuance of our
8
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February 22, 2018, draft report. However, management has not provided OIG
with any supporting documentation about the February 27, 2018, webinar for
evaluation.
Regarding management’s disagreement with recommendation 2, they said that
staffing guidelines require verification of maintenance jobs before they are posted
and assigned an LDC. However, at the low-performing Brockton and Providence
P&DCs we found five of 11 and seven of 22 employees, respectively, should not
have been assigned to LDC 37. We disagree with management that maintenance
employee assignments are correct because the staffing guidelines require
verification of these jobs before posting an LDC assignment.
Regarding management’s disagreement with recommendation 3, we did not
report that employees are not allowed to work using different LDC codes. Rather,
our recommendation was to establish a plan to ensure maintenance supervisors
monitor and correct maintenance employee operation number selections as
needed so that employees use the correct LDC for the work performed. On
February 9, 2017, the Postal Service issued a standard work instruction and job
aid to all area vice presidents and plant managers to ensure that all employees
clock into the correct operation number. The instruction included maintenance

Maintenance Optimization –Northeast Area
Report Number NO-AR-18-003

functions, emphasizing correct and timely movement between operation
numbers.
Regarding management’s disagreement with the calculated other impact, our
objective was to evaluate the maintenance optimization initiative in the Northeast
Area. As noted in the report, LDCs 37 and 38 were included in the initiative,
whereas LDC 36 was not; therefore, we disagree with management’s assertion
that LDCs 36 and 37 should be combined. Other impact, which quantifies the
effects of uncertain events, is reported as the Expected Monetary Value attributed
to findings involving risk to the Postal Service. In addition, we consider the other
impact calculation of $38,162 to be conservative because we used the lowest risk
factor values in assessing the misallocation of costs. Our methodology assigned
less than 1 percent risk to the total monetary exposure.
We view the disagreement with recommendations 1, 2, and 3 as unresolved
and these will remain open as we coordinate resolution with management.
All recommendations require OIG concurrence before closure. Consequently,
the OIG requests written confirmation when corrective actions are completed.
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.

9
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Appendix A: Additional Information
Scope and Methodology
The objective of our audit was to evaluate the effectiveness of the
Postal Service’s maintenance optimization initiative in the Northeast Area.
Management established the maintenance optimization initiative’s planned
savings at the national level only and never at the area level. We used actual
versus plan workhours to determine area performance. For FY 2017, the
Northeast Area had the worst workhour performance to plan for LDC 37;
therefore, we selected it for review. During interviews with headquarters and
Northeast Area management, we were informed that hiring in LDC 37 has been
limited by a pending arbitration decision related to the significant update of
Postal Service guidance.6

“ We used actual versus plan workhours to determine
area performance.”
To achieve our objective, we:
■■ Interviewed the headquarters maintenance operations manager to obtain
more information about the initiative, how they determined the methodology
for tracking identified cost savings, and the current challenges.
■■ Determined the specific cost-reduction elements that make up the workhour
savings for LDCs 37 and 38.
■■ Obtained and analyzed the actual versus planned initiative savings.
■■ Obtained and analyzed workhours, overtime, penalty overtime, and
complement changes.

■■ Obtained and analyzed the actual versus plan workhours by LDC for each
area.
■■ Compared the actual versus plan workhours and identify facilities not meeting
the plan.
■■ Conducted facility site visits and interviews at high-performing sites selected
to determine best practices.
■■ Conducted facility site visits and interviews at low-performing selected
sites to determine why the savings are not being achieved and make
recommendations for improvement.
We selected the four lowest performing mail processing facilities in the Northeast
Area based on those that exceeded the FY 2017 workhour plan the most for LDC
37. The mail processing facilities we identified and visited were the Springfield,
MA, NDC; and the Brockton, MA, Mid-Island, NY, and Providence, RI, P&DCs.
We also selected the two highest performing mail processing facilities in the
Northeast Area based on those that used less FY 2017 workhours than planned
for LDC 37. The mail processing facilities we identified and visited were the
Albany, NY, and Middlesex-Essex, MA, P&DCs as shown in Table 7.

Table 7. Site Selection
Low-Performing Facilities

High-Performing Facilities

Brockton, MA, P&DC

Albany, NY, P&DC

Mid-Island, NY, P&DC

Middlesex-Essex, MA, P&DC

Providence, RI, P&DC
Springfield, MA, NDC
Source: Sites selected based on data in the EDW.

6

Maintenance Series Handbook MS-1 Operation and Maintenance of Real Property. Management uses Handbook MS-1 to determine proper building maintenance support staffing for Postal Service mail processing
facilities in accordance with updated maintenance philosophies and current preventive maintenance guidelines.
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We conducted this performance audit from September 2017 through March 2018,
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 on February 14, 2018, and included their
comments where appropriate.

Maintenance Optimization –Northeast Area
Report Number NO-AR-18-003

We assessed the reliability of computer-processed data from the EDW, Electronic
Maintenance Activity Reporting and Scheduling, TMOS, Web Complement
Information System, and the Workhour Estimator Program by interviewing
agency officials knowledgeable about the data. We determined that the data were
sufficiently reliable for the purposes of this report.

Prior Audit Coverage
The OIG did not identify any prior audits or reviews related to the objective of this
audit within the last five years.
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Appendix B:
Management’s
Comments
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Contact us via our Hotline and FOIA forms.
Follow us on social networks.
Stay informed.
1735 North Lynn Street
Arlington, VA 22209-2020
(703) 248-2100

