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 Initial comments in this docket were filed on September 5, 2018 by the Public 

Representative.  The Public Representative supports most elements of Proposal Seven, 

but includes a few comments that merit response. The Postal Service hereby offers its 

reply comments.1    As explained below, nothing presented by the Public 

Representative should deter the Commission from full implementation of Proposal 

Seven.  

 

1. Consolidate the FSM/1000 and AFSM100 cost pools 

The Public Representative opposes the proposed consolidation of the FSM/1000 

“unless the Postal Service makes a statistical case for its elimination.”  PR Comments at 

4.  The Postal Service made both statistical and operational arguments in favor of the 

proposal, and somewhat remarkably, the Public Representative reaches his conclusion 

despite both quoting the proposal’s operational and statistical rationale (in part), and 

also despite accepting essentially the same statistical argument as a basis for 

consolidating the LD15PLNT cost pool with the D/BCS cost pool. PR Comments at 3. 

                                              
1   A separate motion has been submitted by the Postal Service today seeking leave to 
file these reply comments. 
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Operationally, the UFSM1000 equipment is in the process of being withdrawn 

from service, and the Postal Service reported that most of the remaining machines will 

be out of service by the end of FY 2018.  Petition at 6-7; response to Chairman’s 

Information Request No. 1, question 2 (July 23, 2018).  Statistically, the Postal Service 

observed that the total effective IOCS sample size for the cost pool in FY2017 was 33 

total tallies, including 20 direct tallies (i.e., tallies identifying a specific product being 

handled).  The small effective sample—fewer than one direct tally per product reported 

in the public Cost and Revenue Analysis—will tend to produce cost estimates with very 

large sampling coefficients of variation.  Additionally, the validity of the estimates 

depends on census-based data (such as clocked workhours) where small absolute 

measurement errors can be large in relative terms for smaller cost pools. 

The Public Representative’s opposition also appears to be due in part to 

speculation that that pieces displaced from retired UFSM1000 machines may be 

handled manually to a greater extent than the Postal Service suggested in its response 

to Chairman’s Information Request No. 1, question 2.  Public Representative Comments 

at 4.  The Postal Service’s response was primarily intended to indicate that the effects 

of retiring the remaining UFSM1000 equipment on flats cost structure should be minor, 

as the remaining UFSM1000 workload was small relative to both manual flats and 

automated flats workload in FY2017.  That is, the 44 million UFSM1000 handlings 

compare to 948 million manual flat handlings in plants and 12.9 billion AFSM100 

handlings. See Docket No. ACR2017, USPS-FY17-23, YRScrub2017.xlsx.  Note that if 

the entirety of the workload that might have been handled on UFSM1000s but for their 

retirement were to shift to manual processing, the effect (barring measurement error) 
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would be that the UFSM1000 cost pool would effectively cease to exist—there would be 

no UFSM1000 costs or observed UFSM1000 handlings in IOCS—while manual flats 

costs would be expected to increase modestly due to the additional manual workload.  

There is no utility to preserving the FSM/1000 cost pool simply to report zero costs. 

Finally, retaining the FSM/1000 cost pool is not the only way the UFSM1000 

costs can be represented.  Under Proposal Seven, any remaining costs formerly in the 

FSM/1000 will still be represented in the CRA as part of the AFSM100 pool.  The 

Commission may recognize this proposed treatment for a declining operation as a 

mirror image of the circumstances that led to the creation of the cost pool for FSS 

operations.  FSS labor was initially included in the AFSM100 cost pool during initial 

operations, when FSS costs were relatively small and the effective IOCS sample was 

limited, and subsequently broken out as a separate cost pool when justified by the scale 

of operations. See Order No. 920 (October 21, 2011) at 8-9. 

2. Consolidate the 1FLATPRP and AFSM100 cost pools 

The Public Representative contends that the proposal to consolidate the 

1FLATPRP and AFSM100 cost pool is justified on the same grounds as the proposal to 

consolidate the FSM/1000 cost pool, and opposes the proposal for the same reason.  

As noted above, the FSM/1000 proposal is amply justified both operationally and 

statistically, and thus should not pose an obstacle to accepting the 1FLATPRP proposal 

to the extent the two are connected. 

However, the Public Representative neglects the primary operational justification 

for the proposed change, which is that the proposed treatment better reflects the 

causality of 1FLATPRP costs related to non-AI AFSM100 operations, and also aligns 



 - 4 - 

the treatment of 1FLATPRP costs with that of other similar machine-specific flat prep 

operations.  Petition at 7.  Recall that under current methodology, 1FLATPRP is treated 

as an allied labor cost pool with mixed-mail costs broadly distributed across all MODS 

cost pools.  Thus, while operation 035 flat prep is almost entirely driven by AFSM100 

needs, given the small current scale of UFSM1000 operations, the costs are distributed 

on tallies from cost pools (such as manual flats and FSS) that do not rely on 035 prep 

operations.  Retaining the current treatment of 1FLATPRP at a point where flats 

handled on the UFSM 1000 are a minuscule (and declining) fraction of the potential 

1FLATPRP workload is not justifiable. 

3. Eliminate the NMO cost pool 

The Public Representative appears to support the proposal to eliminate the NMO 

cost pool. Nevertheless, he suggests that the Postal Service should explain why it 

expects no further, legitimate workload in the cost pool. As the Postal Service 

explained, the actual NMO operations ceased in FY2017, and the remaining workhours 

are very small and reflect TACS clocking errors. Petition at 8-9; response to ChIR No. 1, 

Question 3. The Postal Service observes that the cessation of NMO operations reflects 

a shift of the small NMO workload to the newer universal sorters (such as the LCUS and 

HSUS) that also provide capabilities for handling outside parcels among other large 

articles of mail.  In sum, the proposed NDC cost pools appropriately reflect NDC 

operations going forward and should be adopted by the Commission. 

4. Realignment of facility space categories 

The Public Representative agrees that facility space categories should be 

modified as necessary for consistency with such labor cost pool changes as the 
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Commission may approve.  However, his analysis of the change is based on an 

incorrect comparison within the facility space workbooks.2  The “New Categories & 

Adjustments” worksheet cited by the Public Representative shows the effects of certain 

facility space adjustments prior to Proposal Seven, and may be seen to be identical in 

the versions of the workbook reflecting current and proposed methodology.3  The 

appropriate comparison is between the “CRA INPUT” worksheets of the workbooks 

reflecting the current and proposed methodology.  Space categories 901-930, 971, and 

973-974 represent MODS plant workroom space; categories 940-945 and 972 

represent NDC workroom space; and categories 932-939 and 946-953 represent mail 

processing workroom space for MODS Function 4 and non-MODS offices.  Summing 

the (normalized) square footage for the categories shows that total space for each 

group is unchanged, though facility space is reallocated within the groups consistent 

with the proposed labor cost changes.  The most significant reallocation is of MODS 

Function 4 space categories (932-939) into non-MODS categories (939 and 946-953).    

The resulting cost changes are relatively minor as simply recombining the mail 

processing space categories (and their associated distribution keys) does not result in 

large changes in space-related costs. 

  

                                              
2 See Docket No. ACR2017, USPS-FY18-8, FCILTY17.xls (current methodology); 
USPS-RM2018-10/1, Prop7.FCILTY17.xls (proposed methodology).  
3 For example, the adjustments include modifications to reflect the retirement of 
automated equipment such as the Carrier Sequence BCS (CSBCS), and changes to 

non-MODS space categories reflecting the non-MODS labor cost pool structure 
approved by the Commission in Docket No. RM2011-12 (Proposal Six). 



 - 6 - 

Conclusion 

 Notwithstanding the few reservations stated by the Public Representative, for the 

reasons stated above, Proposal Seven should be approved in its entirety. 
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