
I lruriciy rul i t)'
q l l '

"hre h( )nrgc'

May 11,2001

Internal Audit Report 2001-2
CSX Preferential Use Agreement Follow-up
Port of Anchorage

Introduction. At the request of the Port Director, we perfbrmed a follow-up audit to the 1999 audit

of the Preferential Use Agreements and the 2000 management assistance follow-up review. The

1999 audit and 2000 review noted numerous inaccuracies between the actual cargo weights and the

weights that had been reported to the Port of Anchorage (Port) fbr billing purposes, particularly on

the southbound voyages. They also noted that the Preferential Use Agreement did not clearly define

what was bi l lablc carso.

The Port charges a wharfage rate fbr merchandise received over the Municipal docks. According

to the Port's Terminal Tariff, "wharf'age is the charge a.ssessed against any freight placed in a transit

shed or on a wharf, or passing through, over or under a wharf or Municipal terminal, or transferred

between vessels, or loaded to or unloaded from a vessel at a wharf, regardless of whether or not a

wharf is used, Wharf-age is solely the charge for use of wharf and does not include handling, sorting,

piling of freight or charges for any other service." CSX provides monthly reports stating the total

cargo tonnage that was loaded at the Port. Wharf'age charges are based on freight infbrmation

provided by CSX and rates per ton of cargo as specified in the Preferential Use Agreement. Per

correspondence between the Port Commission and CSX, only pallets and wooden dunnage are

exempt from wharfage.

Scope. The audit was limited to southbound CSX voyages. There were two objectives. The first

objective was to determine whether the inaccuracies noted in the previous audit and management

assistance review had been corrected by CSX. The second objective was to produce statistically

valid data on the weight and contents of the containers on southbound CSX voyages for 1998

through 2000. The audit was conducted in accordance with generally accepted government auditing
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standards, except for the requirement of an external quality control review, and accordingly, included

tests of accounting records and such other auditing procedures as we considered necessary in the

circumstances.

Overall Evaluation. We found that the inaccuracies noted in the previous audit and review were

sti l l  present. Ourreviewof 14ships andl,779 containersrevealedthatCSXhadunderreported

southbound cargo by an average of 100.30 tons per ship. This equates to $200.61 per ship for a total

of $61,587 .27 for the three years.

Overall Management Comments. Management stated, "The Port of Anchorage appreciates the

thclroughness of this Port requested follow-up Internal Audit. This follow-up audit report should

serve as an additional source document which will enable tlte Port to more effectively administerthis

Pref-erential Use Agreement (PUA) and serve as a guideline for the Port to recover additional,

justified, current and future revenues from this PUA arrangement. The Port thanks the Internal

Auditor's Office lbr the diligent research effort which was undertaken to provide the Port with

professional advice and recommendations on specific deficiencies in the Port's administration of this

PUA Contract."

FINDINGS AND RECOMMENDATIONS

1. Billable Weight Was Not Accurately Reported to the Port.

F'inding. Weight was not accurately reported by CSX for wharfage purposes.

Reports submitted by CSX contained the following types of errors:

Misclassification. We found a significant number of instances where

contents that should have been charged wharfage were classified as dead head

and were not reported to the Port.

a
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b.

Lack of Consistency. There was no consistency in the way weights were

reported to the Port, either between reports or within the reports. For

example, the weights for shipments of recycled materials were sometimes

reported as a billable cargo weight and sometimes listed as zero weight dead

head.

Incomplete Information. Records did not always provide enough information

to accurately reflect what was in the shipment. The most prevalent example

of this was dunnage. Throughout the bills of lading, containers were listed

sirnply as dunnage, but did not specify what the dunnage was.

Typographical Emors. The weights reported to the Port contained a large

number of typographical errors.

Recommendation. The Port should consider the possibility of using another

methodology fbr wharfage. Two possible methods could be considered that would

simplify the billing process, saving both the Port and CSX time and money. First,

the average billable weight per ship calculated during this audit could be used as the

basis for wharfage charges, rather than the actual weight. The average weight could

be periodically recalculated through future audits. Second, the Port could charge a

flat rate per container for wharfage.

Manaeement Comments. Management stated, "The Port and CSX have been

involved in an on-going review of the PUA agreement between the parties to address

all the deficiencies whrch identified in the original 1999 audit. These additional

follow-up audit comments and recommendations should assist the Port and CSX in

addressing these specific detlciencies and improving/updating certain basic

conditions contained in the agreement which were developed in the early 1960s."
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d. Evaluation of Management Comments. Management comments were responsive

to the audit findins and recommendation.

CSX Under Reported Billable Weights.

a. Finding. We used statistical sampling to determine what the average difference was

between the billable weight reported to the Port and the actual billable weightperthe

bills of lading. For the three-year period, 1998 through 2000, there was a total of 307

southbound voyages. Using a957a confidence level and 5olo sampling precision, we

determined a sample size 14 ships. Due to the availability of documentation, we

randornly chose the sample from 2000. We then reviewed the bill of lading for each

of the 1,779 containers on the sampled ships, recording the weights and categorizing

the contents. Finally, we summarized the data. When the pallets were excluded,

CSX had under reported billable weight by an average of 100.30 tons (200,600

pounds) per ship. At $2 per ton, this equates to $200.61 per ship or $61,587.27 for

the three-year period. A summary of our results can be seen on Attachment A.

b. Recommendation. We recommend that the Port meet with CSX to resolve the

discrepancies in the reported weights.

Management Comments. Management stated, "The Port and CSX have been

involved in an on-going review of the PUA agreement between the parties to address

weight reporting deficiency identified in the original 1999 audit. This follow-up

audit has further clarified this particular deficiency for both parties and should assist

in resolving the situation."

Evaluation of Management Comments. Management comments were responsive

to the audit finding and recommendation.

d.
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Discussion With Responsible Officials. The results of this audit were discussed with appropriate
Municipal off icials on Apri i  26,2001.

Audit Staff:
Brian J. Spink, CIA, CBA, CFSA
Eric Kaehler
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