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Data Enhancements and Reporting Requirements
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)

)

Docket No. RM2018-1

Comments of the
Association for Postal Commerce

In Response to Notice of Inquiry No. 1

The Association for Postal Commerce (“PostCom”) submits the following

comments in response to Notice of Inquiry No. 1, issued by the Commission on August

17, 2018. While PostCom welcomes the Commission’s efforts to obtain more thorough

and transparent data on the costs and operational issues underlying flats mail, PostCom

believes that these efforts will not be sufficient to solve the problems that have been

identified in numerous previous dockets. Instead, the Commission must exercise its

regulatory authority more assertively to incentivize the Postal Service to take the actions

necessary to improve the productivity and efficiency of its flats processing and pricing.

1. Inquiry into problems with USPS management of flats is welcome and

overdue

PostCom appreciates the opportunity to comment in this proceeding and

commends the Commission for attempting to get to the bottom of the issues plaguing

the Postal Service’s woeful performance on the host of problems that mailers of flats

mail experience. These problems are long-standing and well established. While the

Commission has, out of necessity, focused on requiring the Postal Service to use its

available pricing authority to improve cost coverage, ultimately these efforts have failed.

The effort to collect additional information on flats performance should continue.

As evidence of the utility of collecting and assessing available data, mailers utilizing the

intelligent mail barcode (IMB) have been able, through the use of informed visibility (IV),
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to identify anomalous findings as they track their mail through the postal network. These

anomalies include:

• Flats destined for FSS zones that are processed on the AFSM

• More widespread use of manual sortation than suggested by USPS reporting

• Inefficiencies in bundle sorting operations

To ascertain overall efficiency and variation across the Postal Service’s distribution

network requires disaggregated data. Effective analysis should be based on machine

level data based on the composition of the container(s) used at entry. For instance, for

each of the Postal Service’s Flats Sequencing System (FSS), daily reporting should

include electronic records (for example in spreadsheet form) including the following

fields:

• Machines ID

• USPS Facility Name

• USPS Facility City

• USPS Facility State

• USPS Facility Locale Key

• USPS District

• USPS Area

• Date of FSS running

• Hours of run time

• Hours of maintenance time

• Total pieces processed

• Total 5 Digit Zones

• Total Delivery Points processed

• Total City Delivery points processed

• Total Rural Delivery points processed

In response to CIR 1 in this Docket, the Postal Service filed facility level

information as non-public. Limiting access to this information ultimately impeded
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possibly insightful analysis by interested parties. As the operations data identified above

pertains to market dominant products for the most part, there is no reason for the Postal

Service to seek non-public treatment of this information.

Unfortunately, for the reasons described below, collection of additional data –

while welcome – alone is unlikely to produce the desired outcome of improving the

efficiency and cost coverage of the Flats products. Consequently, while these

comments include suggestions for how the Commission might attempt to provide clarity

and insight into USPS flats operations, our primary focus is to recommend an

alternative approach for the Commission to consider.

2. USPS has been non-responsive in ACR process

The Commission has been trying to address the cost coverage of the Postal

Service’s flats products for years. Despite annual reminders that the Postal Service has

fallen short of its legal obligation to ensure that all products cover its costs, the Postal

Service approaches each ACR with a bewildering nonchalance that exhibits a profound

indifference to rightful expectations that it at least attempt to manage its operations

efficiently.

In the 2017 ACR, the Postal Service repeated its unfortunate refrain that its

costing systems do not allow it to understand the impact that operational changes have

on product costs. 2017 ACR at 26. It has been more than ten years since the Postal

Accountability and Enhancement Act (PAEA) incorporated a price cap system designed

to incentivize efficiency. During much of that time the Commission has been

admonishing the Postal Service to do a better job managing the cost coverage of flats.

At this point, the Postal Service’s inability to understand how operations impact costs

must be considered a deliberate effort to avoid accountability through obfuscation.

Consider as an example, the Postal Service’s response to an Office of the

Inspector General audit of FSS performance in the Capital Metro Area (USPS OIG

Report Number: NO-AR-18-008). Among its findings and recommendations the OIG

recommended that “The Vice President, Network Operations in coordination with the

Vice President, Delivery Operations, determine the operational cost and savings Flats
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Sequencing System (FSS) currently provides to the Postal Service to fully understand

the financial and operational impact of FSS on the Postal Service and customers.”

Report No. NO-AR-18-008 at 9. In response, the Postal Service claimed that such

analysis was unnecessary given that “operational costs and savings were already

determined during the FSS implementation and no information in the report indicated

that they need to perform a cost study. Management also said the recommendation to

perform a cost study was not substantiated because the OIG did not visit delivery sites

and consider carrier workhour savings from FSS flats.” Id. at 11. Given that the thrust of

the OIG audit was that FSS performance is – and has been – substandard, this lack of

curiosity is confounding to say the least. At best it displays a lack of seriousness with

regard to flats processing performance. In any event, the Postal Service has professed

no interest in developing systems to determine whether operational changes result in

increased performance and cost savings once applied. Rather, the Postal Service

seems content to estimate savings when an initiative is developed and simply assume

those savings have been achieved, regardless of the data.

3. PRC has greater authority to demand USPS action and must intervene

Unfortunately, the Commission’s efforts have not produced the desired results.

As indicated above, it is unrealistic at this point to expect that the USPS leopard will

change its spots. The Commission has already used its regulatory authority to require

the Postal Service to utilize above average price increases to address Flats costs

coverage. These efforts have fallen short, and it is time for the Commission to utilize a

broader array of options to solve the “flats problem.”

PAEA created the Postal Regulatory Commission with much broader regulatory

authority than was available to the Postal Rate Commission. It is time for the

Commission to exert that authority and enforce accountability for the Postal Service’s

performance on flats processing.

4. Overview of chronic issues: low productivity, poor service, management

indifference
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The change to a price cap regime wrought by PAEA has had a number of

beneficial impacts: USPS price changes have been more predictable; service

performance measurement is more robust; and the costly, time-consuming omnibus

rate changes are in the past. On the other hand, shifting the focus of cost coverage to

individual products has not produced the intended effects. Under a price cap regime,

the price cap is intended to protect captive users of a monopoly product from unfair

price increases by creating an incentive for the operator to reduce costs when

necessary to ensure profitability. By now there is ample evidence that the Postal

Service has made no effort to even understand flats costs let alone reduce them.

USPS has also thwarted PAEA’s intended impact on service performance. Since

PAEA, the Postal Service regularly fails to meet its service targets without

consequence. Further, in all categories where data is available, service performance on

flats relative to letters in like categories is markedly worse; again, without consequence.

Thankfully, the Commission has intervened to prevent USPS from masking these

deficiencies,1 yet they persist. It is unclear that requiring provision of additional

information by the Postal Service will in any way produce a meaningful change in

outcomes.

5. Misplaced emphasis on data reporting

PostCom supports any and all efforts to increase transparency with regard to

USPS reporting on operational and service performance. In this docket we sought

access to materials filed as non-public by the Postal Service, and we urge the

Commission to make any information relating to flats performance available to all

participants in this proceeding. The flat shaped mail that is the subject of this

proceeding is in the Postal Service’s market dominant products. There is no reason for

facility specific information on flats performance to be shielded from scrutiny. In fact,

allowing the Postal Service to hide operational performance is an impediment to the

accountability that is sorely needed in this area.

1 See Analysis of FY2017 Performance Report, p.32, Docket No. ACR2017.
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The Commission should require that USPS make available all operations data on

flats operations that has been identified in this proceeding on a monthly basis as

indicated above. While this increased reporting will help the Commission and the

industry better monitor flats performance, compilation of additional data alone is unlikely

to remedy the underlying problems with flats performance. The Commission must still

consider additional steps.

6. PRC must facilitate accountability

The Commission has shown a willingness to demand explicit actions on the part

of the Postal Service to remedy cost coverage deficiencies. For example, the Postal

Service must increase prices on Marketing Mail flats by an amount that is at least 10

percent greater than the average increase for Marketing Mail. Unfortunately, the Postal

Service appears to regard compliance with that requirement as a sufficient response to

flats under-performance. Thus, efforts to reduce costs and improve efficiency are either

absent or claimed to be not quantifiable (see above). Yes, the Commission has asked

the Postal Service to come up with plans to increase efficiency or improve service in the

past. All too often those plans consist of anodyne assurances that there will be

employee training, service talks or increased managerial focus.

In addition to requiring that the Postal Service reveal all relevant operational

data, the Commission should require that the Postal Service produce a performance

improvement plan that:

• Describes specific actions that the Postal Service will undertake to

improve efficiency in all aspects of flats operations.

• Defines a clear causal relationship between the USPS stated

intentions and quantifiable impacts on product costs and service

improvements.

• Includes specific measurement indicators, targets, and timelines for

achievement of results-based objectives.
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Further, the Commission should consider a technical conference – or technical

conferences – to facilitate participation of interested parties in the development of the

aforementioned plan.

Lastly, the Commission should consider recommending a temporary moratorium

on rule changes that impact flats mail. The mere existence of this docket underscores

the complex interplay of issues facing flats mail. Rule and classification changes further

complicate efforts to understand the factors impacting operational and service

performance of flats.

It is worth noting that plans of the kind outlined above are not sufficient to ensure

improvement. As noted, the Commission has previously admonished the Postal

Service, which has responded with plans, all to no avail. What is sorely needed is

accountability in the form of consequences. Today, if the Postal Service falls short of its

statutory obligations it receives a stern warning from the Commission and then passes

on higher prices to customers with no viable alternative. This upends how incentive

regulation is intended to work and absolves the Postal Service of accountability for its

performance.

We respectfully suggest that the Commission reexamine the scope of its

authority and consider the use of sanctions in the event that the Postal Service

continues to stonewall on flats. If the Postal Service fails to provide an adequate

response to Commission directives, the Commission should constrain the Postal

Service’s ability to repair cost coverage through higher-than-average price increases.

For instance, if measured productivity declines by x percent or if unit costs increase by

more than the systemwide average, the Postal Service’s pricing authority in products

that include flats would be curtailed by a comparable amount.

For example, if the Commission were to approve a Postal Service plan to

improve flats productivity – according to a comprehensive agreed upon measure – by

10 percent annually, if the Postal Service were to improve by 5 percent, it would forego

half of its available pricing authority for flats products. In the case of marketing mail, the

overall pricing authority available to the Postal Service (assuming 2.5% price cap

availability) by product would be calculated as follows:
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Pmm = 0.025*((1-Vf)/Vmm)+0.0125*(Vf/Vmm) where

Pmm = pricing authority for Marketing Mail

Vf = Flats volume

Vmm = Total Marketing Mail Volume

No doubt the Postal Service would argue that PAEA requires USPS to have

adequate revenues to fund its operations. We respectfully suggest that as the

Commission considers the extent of its regulatory authority and the tools that it has at its

disposal, that it also consider the practical consequences of its actions. The current

docket is evidence that the approach taken thus far has been ineffective. There is

frankly no reason to believe that more information will create a solution in the absence

of a mechanism for enforcing accountability on the part of the Postal Service. We have

proposed such a mechanism. If the Commission believes that our proposal is lacking,

we support alternative approaches. But in developing a solution, including one along the

lines of that outlined above, the Commission should recognize that key bundle and flat

sorting productivities have already declined by approximately 30 percent over the past

decade and adjust any forward-looking solution accordingly. See Docket No. RM2017-

3, Comments of ANM et al. at 87 (Mar. 1, 2018).

7. Summary

For the reasons described above, we do not believe that the pinch-point analysis

envisioned by the Commission will be sufficient to solve the “flats problem.” Stagnant (at

best) productivity, a bewildering stubbornness in support of the flats sequencing system,

and an unfortunate history of management indifference have created an environment in

which a death spiral for flats is increasingly likely. We support the Commission’s effort to

identify data and systems that will help illuminate the issues facing flats and encourage

continuation of those efforts. We have not provided explicit recommendations regarding

data collection systems because, while we consider the Commission’s continued

vigilance in this area to be critically important, that alone will not solve the problem.
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If current trends persist, flats costs will continue to rise, triggering higher than

average price increases that will drive more volume from the system. Intervention by the

Commission that ensures accountability for actual performance may help to break that

cycle.

8. Attachments/references

a. OIG audit on FSS

Respectfully submitted,

/s/ Matthew D. Field

Matthew D. Field
VENABLE LLP
600 Massachusetts Avenue, N.W.
Washington DC 20001
(202) 344-8281
mfield@venable.com

Counsel for Association for Postal Commerce

mailto:mfield@venable.com
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Highlights
Objective
Our objective was to evaluate Flats Sequencing System (FSS) performance in 
the Capital Metro Area.


In October 2008, the U.S. Postal Service began nationwide deployment of 
100 FSS machines to sort flat-shaped mail (flats) such as large envelopes, 
newspapers, catalogs, and magazines into letter carrier delivery order. 


The Postal Service completed FSS deployment in August 2011, with a projected 
per machine throughput of 16,500 pieces per hour and 280,500 pieces per day. 
The Postal Service also established an average daily runtime goal of 17 hours 
per machine. Since the initial deployment of FSS machines began in 2008, flats 
mail volume has declined by almost 10.3 billion pieces, or about 46 percent.


Because of the decline in flats mail volume, management in 2010 reduced the 
nationwide FSS projected per machine throughput goal to 11,500 pieces per hour 
and 195,500 pieces per day, for an overall reduction of about 30 percent per FSS 
machine. 


We conducted FSS observations in the Capital Metro Area from February 
to March 2018 at five mail processing facilities which have a total of 10 FSS 
machines. We selected the following facilities based on FSS throughput and 
productivity:


 ■ Two high-performing sites — the Greensboro, NC, Processing & 
Distribution Center (P&DC) and the Linthicum, MD, Incoming Mail Facility, 
which have one FSS machine each;


 ■ One medium-performing site — the Dulles, VA, P&DC, which has four FSS 
machines; and


 ■ Two low-performing sites — the Peachtree, GA, and North Metro, GA, 
P&DCs, which have two FSS machines each. 


The Capital Metro Area has a total of 18 FSS machines at nine mail processing 
facilities. This is the first in a series of FSS area audit reports. 


What the OIG Found
We found that the average daily volume for all 18 FSS machines in the Capital 
Metro Area was about 46 percent below the goal of 195,500 mailpieces per 
day for the period October 1, 2016, through December 31, 2017. Daily volumes 
ranged from a low of 2,955 mailpieces per day at the North Metro P&DC to a high 
of 231,631 mailpieces per day at the Dulles P&DC. 


We also found that all 18 FSS machines were about 27 percent, or 4.5 hours, 
below the average daily runtime goal of 17 hours per machine. 


At four of the five facilities we visited, management said achieving volume and 
runtime goals depends on sufficient flats mail volume and they were not sure 
there was enough volume to achieve these goals. At the fifth facility, management 
said they are not subject to a volume goal because their FSS is considered a 
“research and development” machine for testing and improving FSS performance.


According to Capital Metro Area city delivery unit data, from fiscal year (FY) 
2016 through Quarter 2, FY 2018, Capital Metro Area performance was about 
16 percent worse at units that received FSS mail versus those that did not. The 
nationwide performance was about 14 percent worse for the same time period. 


About 74 million pieces intended for processing on FSS machines in the Capital 
Metro Area, or about 23 percent of flats mail, were not processed on FSS 
machines during that time. This mail is referred to as leakage mail. Instead, about 
52 million of those pieces, or about 70 percent, were processed on the Automated 
Flats Sorting Machine (AFSM), which needs additional letter carrier manual 
sorting for delivery. The remaining 30 percent of this flats mail volume was either 
processed on other mail processing equipment or sorted manually. 


Management indicated that the flats were not processed on FSS machines 
because they were not sent to the machines in time to be prepared and run 
on FSS or the FSS machines rejected them. When this happens, flats mail is 
processed on the AFSM to avoid delays, or sent to the delivery unit for manual 
sortation. The Postal Service can measure total leakage through scanning but 
it cannot identify the cause(s) of the leakage because flats mail leakage is not 
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managed. As a result, the Postal Service will continue processing leakage mail by 
a method other than the FSS. 


More importantly, it is unclear whether processing flats on FSS is actually 
more cost-efficient than using AFSM. The Postal Service does not have any 
current studies or analyses to establish the financial benefit or workhour 
savings achieved when flats mail is processed on the FSS instead of the AFSM. 
Processing flats mail on AFSM machines and having the carriers manually 
sequence the flats may be less expensive than processing flats using FSS 
machines.


Our analysis showed that from October 1, 2015, through March 31, 2018, 
processing flats mail on the FSS costs about $0.06 per mailpiece compared 
to about $0.02 for the AFSM. This analysis does not include possible carrier 
workhour savings from FSS flats mail being in carrier delivery order. Additionally, 
the Postal Service does not have any current information about carrier workhour 
savings related to FSS processing. However, we reviewed the average delivery 
unit workhours for those units that received FSS flats and compared them to 
those that did not receive FSS flats. We found that from October 1, 2015, through 
March 31, 2018, the units that received FSS flats exceeded their projected office 
time by 14 percentage points more than those that did not receive FSS flats. 
Although this raises questions about the efficiency of using FSS, to validate the 
exact cause(s), a study should be done to determine the value of FSS flats mail 
processing and the cause(s) for the difference in workhours at FSS and non-FSS 
mail delivery units.


Overall, the Capital Metro Area’s 18 FSS machines, on average, exceeded the 
nationwide FSS productivity goal of 1,650 mailpieces per hour per machine by 
about 1 percent. Six facilities met the productivity goal, two facilities missed the 
goal by less than 10 percent, and one facility missed the goal by 19 percent. 


Productivity was based on the total number 
of flats mailpieces prepared and sorted by 
FSS divided by total employee workhours 
used to prepare the mail and staff the 18 FSS 
machines. The productivity ranged from a low 
of 1,336 to a high of 1,846 mailpieces per hour. 


During our five Capital Metro Area site visits, 
we observed that FSS staffing did not match 
FSS labor code reports. Specifically, 32 of 302 
FSS staff, or about 11 percent, were charging 
the FSS labor code but not working in the 
FSS operation. An additional 18 employees were working in the FSS operation 
but were not using the FSS labor code. Management must ensure employee 
clock rings are properly completed so labor costs can be correctly attributed and 
productivity can be accurately measured. 


We also found at all five Capital Metro Area sites we visited that flats mail was 
removed from FSS preparation areas because it could not be processed on the 
FSS due to its thickness, size, or unreadable address or barcode. 


Though we observed various flats mail issues during our on-site visits, none 
of the five facilities we visited used the electronic Mail Improvement Reporting 
(eMIR) system, as required, to report the flats mail problems we observed. The 
eMIR system is used to report business mail quality problems and resolve them 
with the mailer. Based on Capital Metro Area eMIR system data, from October 
2017 through March 2018, eight of the nine Capital Metro FSS facilities reported 
no flats mail problems. The one remaining facility reported 11 problems, with five 
problems resolved, four unresolved, and two still open. Management at four of 
the five facilities we visited said that prior eMIR system reports did not resolve 
mail problems. Postal Service mailers we interviewed said they received minimal 
feedback from the Postal Service on flats mail issues. 


“ More importantly, it 


is unclear whether 


processing flats on 


FSS is actually more 


cost-efficient than 


using AFSM.”
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What the OIG Recommended
We recommended management:


 ■ Track and address the causes of flats leakage and, where possible, 
implement operational changes to ensure flats leakage mail is processed on 
the FSS. 


 ■ Determine operational costs and savings the FSS currently provides to the 
Postal Service to fully understand the financial and operational impact of the 
system on the Postal Service and its customers.


 ■ Monitor supervisors to ensure they are reviewing staff FSS labor code 
selections for correctness daily.


 ■ Establish a process to ensure the eMIR system is being used to report all 
flats mail problems and that management is resolving these problems within 
30 days of reporting. 
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Transmittal 
Letter


July 26, 2018


MEMORANDUM FOR: ROBERT CINTRON 
VICE PRESIDENT, NETWORK OPERATIONS


 KEVIN L. MCADAMS 
VICE PRESIDENT, DELIVERY OPERATIONS


 LINDA M. MALONE 
VICE PRESIDENT, CAPITAL METRO AREA


    
E-Signed by Inspector General


VERIFY authenticity with eSign Desktop


FROM:  Darrell E. Benjamin, Jr. 
Deputy Assistant Inspector General  
  for Mission Operations


SUBJECT: Audit Report – Flats Sequencing System Performance in the 
Capital Metro Area (Report Number NO-AR-18-008)


This report presents the results of our audit of Flats Sequencing System Performance in 
the Capital Metro Area (Project Number 18XG005NO000).


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 Flats Sequencing 
System (FSS) performance in the Capital Metro Area (Project Number 
18XG005NO000). Our objective was to evaluate FSS performance in the 
Capital Metro Area. See Appendix A for additional information about this audit.


Background
In October 2008, the U.S. Postal Service began nationwide deployment of 
100 FSS machines that sort flat-shaped mail (flats) such as large envelopes, 
newspapers, catalogs, and magazines into carrier delivery order. FSS-processed 
flats arrive at delivery units ready for the carrier to deliver. The FSS operates at a 
higher speed and productivity rate compared to the process letter carriers use to 
manually sort flats. 


The Postal Service completed FSS deployment in August 2011, with an 
expected nationwide throughput of 16,500 pieces per hour and daily volume 
of 280,500 pieces per FSS machine. The Postal Service also established an 
average daily runtime goal of 17 hours per machine. Since initial FSS deployment 
began in 2008, flats mail volume has declined by almost 10.3 billion pieces, 
or about 46 percent. Because of the decline in flats mail volume, in 2010 
Postal Service management reduced the nationwide FSS projected per machine 
throughput goal to 11,500 pieces per hour and 195,500 pieces per day, for an 
overall reduction of about 30 percent per FSS machine. 


We conducted FSS observations in the Capital Metro Area, which has 18 FSS 
machines located at nine mail processing facilities. We conducted these 
observations from February to March 2018 at five mail processing facilities which 
have a total of 10 FSS machines. We selected the following facilities based on 
FSS throughput and productivity data:


 ■ Two high-performing sites — the Greensboro, NC, P&DC, and the 
Linthicum, MD, Incoming Mail Facility (IMF), which have one FSS 
machine each;


 ■ One medium-performing site — the Dulles, VA, P&DC, which has four FSS 
machines; and


 ■ Two low-performing sites — the Peachtree, GA, and North Metro, GA, 
P&DCs, which have two FSS machines each. 


Finding #1 Flats Sequencing System Volume and 
Runtime Performance 
We found that the Capital Metro Area’s 
average FSS daily volume at all nine facilities 
with 18 FSS machines was about 46 percent 
below the goal of 195,500 mailpieces per 
day for the period October 1, 2016, through 
December 31, 2017. None of the nine FSS 
facilities achieved the average daily volume 
goal. 


Greensboro, Dulles, Peachtree, and North 
Metro P&DC management said that achieving 
the volume goal depends on flats mail 
volume and they are not sure there is enough 
volume to achieve the goal. Linthicum IMF 
management said they are not subject to a 
volume goal because the FSS at the facility 
is considered a research and development 
machine for testing and improving FSS performance.


The original FSS daily flats national mail processing goal was 280,500 pieces per 
day. Because of the decline in flats volume since 2008, as of November 2010, the 
Postal Service reduced this goal to 195,500 mailpieces per day. Despite reducing 
FSS target volume resulting from declining flats volume, the FSS is still not 
achieving the nationwide annual target volume of 5.9 billion pieces. 


“ Stakeholders said 


that flats mail 


volume will continue 


to decline as 


customers move to 


less expensive ways 


to achieve their 


communication 


goals.”
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From fiscal year (FY) 2011 through FY 2017, flats volume decreased by about 
731 million pieces, or about 5 percent per year. To obtain mailer views on flats 
mail volume trends, we interviewed representatives from two flats mail service 
providers, one publisher, and one mailer association. They said that flats mail 
volume will continue to decline as customers move to less expensive ways to 
achieve their communication goals (see Figure 1). 


Figure 1. Total Nationwide Flats Mail and FSS Mail Volume 


Source: Revenue, Pieces, and Weight (RPW) reports, the Management Operating Data System (MODS), a 
Postal Service Decision Analysis Report1 (DAR), and U.S. Postal Service Office of Inspector General (OIG) 
calculations.


We also found that none of the nine Capital Metro facilities with FSS machines 
achieved the runtime goal. Overall, they were 27 percent, or 4.5 hours, below the 
average daily runtime goal of 17 hours per machine (see Figure 2). Greensboro, 
Dulles, Peachtree, and North Metro P&DC management said that achieving 


1 Phase 1 DAR, Flats Sequencing System, October 20, 2006.
2 Linthicum IMF managers said they were not subject to a volume and runtime goal because their facility was considered an FSS research and development machine with a limited operating window. We conducted a 


survey site visit to the North Houston P&DC, where management said they were able to improve FSS volume and runtime performance by expanding FSS service to about 27,000 customers.
3 Percent to standard is a measure of carrier office workhour performance in relation to mail volume and delivery points. A figure of 100 percent indicates the office performs at the stated performance goal. A figure 


greater than 100 percent indicates the delivery unit’s office performance is less than the desired standard. 


volume and runtime goals depends on sufficient FSS flats mail volume and they 
are not sure there is enough flats mail volume to achieve these goals.2 


Figure 2. Capital Metro Area Average FSS Run Time October 1, 2016, 
through December 31, 2017


Source: Management Information Reporting System (MIRS), Postal Service DAR, and OIG calculations.


According to Capital Metro Area city delivery unit data, from FY 2016 through 
Quarter (Q) 2 FY, 2018, the area’s percentage to standard3 workhour 
performance was about 16 percent worse at city delivery units that received FSS 
mail versus those that did not. The nationwide performance was about 14 percent 
worse for the same time period (see Table 1). 
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Table 1. Nationwide Delivery Unit Percent to Standard Workhour Performance October 1, 2016, through March 31, 2018


Period Non-FSS Delivery Units FSS Delivery Units (Difference)


National Capital Metro National Capital Metro National Capital Metro


FY 2016 99% 104% 113% 121% 14% 17%


FY 2017 97% 99% 110% 114% 13% 15%


FY 2018 Q1-Q2 101% 108% 115% 125% 14% 17%


Total 99% 104% 113% 120% 14% 16%


Source: Enterprise Data Warehouse (EDW). 


About 74 million pieces, or about 23 percent, of flats mail intended for processing on the FSS was processed on other mail processing equipment or sorted manually. 
This mail is known as leakage mail. About 70 percent of this leakage mail was processed on Automated Flats Sorting Machines (AFSM) to avoid delays, which 
requires additional manual sorting at the delivery unit to sort into delivery carrier order. The remaining 30 percent of this flats mail volume was processed on other mail 
processing equipment or sorted manually. 


Non-FSS Delivery Units


National Total: 99%
Capital Metro Total: 104%


FSS Delivery Units


National Total: 113%
Capital Metro Total: 120%


October 1, 2016 – March 31, 2018


Nationwide Delivery Unit Percent to
Standard Workhour Performance
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As shown in Table 2, during FY 2018, FSS leakage was highest in November 2017 at 25 percent, or more than 20 million pieces. About 77 percent of this leakage was 
processed on an AFSM. 


Table 2. FY 2018 Capital Metro Area FSS Leakage


Month FSS Volume (Mailpieces)
FSS Leakage Volume 


(Mailpieces)
FSS Leakage Percentage


FSS Leakage Volume 
Processed on the AFSMs


AFSM Volume 
(Percentage)


October 2017 61,682,146 13,648,411 22% 9,213,179 68%


November 2017 80,828,858 20,461,802 25% 15,806,378 77%


December 2017 46,634,443 10,720,403 23% 7,365,692 69%


January 2018 46,541,351 10,233,784 22% 6,988,892 68%


February 2018 42,546,560 8,196,985 19% 5,856,760 71%


March 2018 50,779,060 10,759,184 21% 6,743,570 63%


Total 329,012,418 74,020,569 22.5% 51,974,471 70.2%


Source: Informed Visibility (IV).


4 Analysis is based on national total piece handling volume for both operations. The extra handlings (mail prep or second pass) are not included because that would double or triple count mail volume. Workhours include 
all MODS workhours for the AFSM, FSS, and stand-alone mail prep. Any potential FSS workhour savings at delivery units are not included in this analysis because those savings are unknown.


Management attributed leakage of flats to their unavailability for processing on 
the FSS and rejects from the FSS. Specifically, this is flats mail that was not 
sent to the FSS machine(s) in time for it to be prepared and run on the FSS. The 
Postal Service can measure total leakage through scanning, but it cannot identify 
the cause(s) of the leakage because flats mail leakage is not managed. As a 
result, the Postal Service will continue processing leakage mail by a method other 
than the FSS. 


Recommendation #1
The Vice President, Network Operations, track and address the 
causes of flats leakage and, where possible, implement operational 
changes to ensure flats leakage mail is processed on the Flats 
Sequencing System.


Finding #2 Flats Sequencing System Cost Benefit Studies
The Postal Service has not performed any current studies or analysis to 
determine the financial benefit or workhour savings achieved when flats 
mail is processed on the FSS instead of the AFSM. From FY 2016 through 
March 31, 2018, processing flats mail on the FSS cost about $0.06 per mailpiece 
compared to about $0.02 for the AFSM.4 This analysis does not include possible 
carrier workhour savings from the FSS flats mail already in carrier delivery order. 
Additionally, the Postal Service does not have any current information about 
carrier workhour savings related to FSS processing. 


According to delivery unit data, city delivery units that receive FSS flats mail 
nationwide are using 113 percent of their projected office time compared to 
99 percent at non-FSS delivery units, for a difference of 14 percent. The projected 
office time is based on the volume of mail that is not sequenced by the FSS. In 
addition, on our Audit Asks page, mail carriers have said they are sorting FSS 
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flats in their delivery vehicles or in the delivery station prior to delivery because it 
is more efficient than carrying a separate FSS flats mail bundle. To validate the 
exact cause(s), the Postal Service should do a delivery unit study to validate the 
value of FSS flats mail processing for delivery units and to determine the cause(s) 
for the difference in workhours at FSS and non-FSS delivery units. 


From October 2017 through March 2018, in the Capital Metro Area, about 
74 million pieces, or about 23 percent, of FSS flats mail intended for processing 
on the FSS were processed on other mail processing equipment or sorted 
manually. This mail is known as leakage mail. About 70 percent of this mail 
volume was processed on the AFSM, which requires additional manual sorting. 
The Postal Service can measure total leakage through scanning, but it cannot 
identify the cause(s) of the leakage because flats mail leakage is not managed. 
As a result, leakage mail will continue not being processed by the FSS.


The FSS’ impact on delivery units should be determined because of the apparent 
higher cost of processing flats mail on FSS, decreasing flats mail volume, and 
flats mail leakage. 


Recommendation #2
The Vice President, Network Operations in coordination with the 
Vice President, Delivery Operations, determine the operational cost 
and savings Flats Sequencing System (FSS) currently provides to the 
Postal Service to fully understand the financial and operational impact of 
FSS on the Postal Service and customers.


Finding #3 Flats Sequencing System Productivity 
From October 1, 2016, through December 31, 2017, the Capital Metro Area’s 
18 FSS machines, on average, exceeded the nationwide FSS productivity goal 
of 1,650 mailpieces per hour per machine by about 1 percent. FSS productivity 
was based on the total number of flat mailpieces prepared and sorted by FSS 
divided by the total number of employee workhours used to prepare the mail and 
staff the 18 FSS machines. The Curseen-Morris, Dulles, Richmond, Raleigh, and 
Greensboro P&DCs and the Linthicum IMF met the productivity goal; the North 


Metro and Mid-Carolina P&DCs missed the goal by less than 10 percent; and 
the Peachtree P&DC missed the goal by 19 percent. The productivity ranged 
from a low of 1,336 mailpieces per hour to a high of 1,846 mailpieces per hour 
(see Figure 3). 


Figure 3. Capital Metro Area FSS Facility Productivity October 1, 
2016, through December 31, 2017


Source: MODS, Postal Service DAR, OIG calculations and MIRS.


During our review, we found that FSS staffing did not match FSS labor code 
reports at the five Capital Metro Area facilities we visited. Specifically, at the 
Peachtree, North Metro, Dulles, and Greensboro P&DCs and the Linthicum IMF, 
32 of 302 FSS staff, or about 11 percent, were using the FSS labor code, but 
not working in the FSS operation. An additional 18 employees were working in 
the FSS operation, but were not using the FSS labor code. This resulted in the 
Peachtree, North Metro, and Mid-Carolinas P&DCs misallocating FSS labor 
costs by about $1.6 million from October 1, 2016, through December 31, 2017. 
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Management must ensure that employee clock rings are properly completed 
so labor costs can be correctly attributed and productivity can be accurately 
measured. Correcting and preventing clock ring issues provides reliable data to 
evaluate operational efficiency.


Recommendation #3
The Vice President, Capital Metro Area, monitor and ensure that 
supervisors are reviewing staff Flats Sequencing System labor code 
selections daily for correctness. 


Finding #4 Electronic Mail Improvement Reporting 
System Usage
During our five Capital Metro Area site visits, we observed FSS flats mail 
removed from FSS preparation areas and sent to the AFSM or delivery units 
for processing. Staff at the five facilities said they did this because they could 
not process flats mail on the FSS due to mailpiece quality issues. The flats mail 
quality issues we observed included thickness, size, address readability, and 
barcode quality. 


We found that none of the five Capital Metro Area FSS facilities we visited 
used the electronic Mail Improvement Reporting (eMIR) system to report 
mailpiece quality issues. According to a PostalOne! operations5 document, 
employees should use the eMIR process to report mailpiece quality issues and 
recurring problems such as unreadable barcodes, broken bundles, and mail 
not in the proper sort program. Management at the Greensboro, Peachtree, 
and North Metro P&DCs and the Linthicum IMF said that prior eMIR system 
reports did not resolve mail problems. As a result, they had to process flats 
intended for processing on the FSS on other mail processing equipment or sort 
them manually.


According to the Capital Metro Area eMIR system, from October 2017 through 
March 2018, eight of the nine FSS facilities reported no flats mail problems. 


5 Operations eMIR stand-up talk, November 2004.


During the same time period, the Peachtree P&DC reported 11 problems with five 
problems resolved, four unresolved, and two still open.


The mailers we interviewed said they received 
minimal feedback from the Postal Service 
on flats mail issues. One mailer received 
feedback on an issue with bundle strapping 
covering the address and barcode information. 
Another mailer said the eMIR system process 
is difficult as they receive a picture with 
no details on what the issue(s) is. When 
mailpiece quality issues are not reported or 
communicated to mailers, the Postal Service 
may miss opportunities to reduce mail 
processing problems. 


Recommendation #4
The Vice President, Capital Metro Area, establish a process to ensure 
the electronic Mail Improvement Reporting system is being used to 
report all flats mail problems and these problems are resolved within 30 
days of reporting. 


Management’s Comments
Management disagreed with our findings and recommendations. See 
Appendix B for management’s comments in their entirety.


Regarding the report summary, management stated the report was overly 
general and should be limited to the timeframes during which the site visits 
occurred in the Capital Metro Area. Management stated the OIG conducted a 
discrete examination of a few select FSS sites and that the findings cannot be 
generalized. 


“ Employees should 


use the eMIR 


process to report 


mailpiece quality 


issues and recurring 


problems.”
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Regarding recommendation 1, management said they have processes in place to 
monitor, track, and identify the causes of leakage. Specifically, management said 
they use the IV FSS Leakage Visualization tool and rely on the sites to optimize 
their processing windows and address local challenges to track and reduce 
leakage. Additionally, headquarters tracks leakage through daily and weekly 
reports. Management said that FSS mail is processed in predetermined order and 
leakage occurs when mail arrives after it has been processed on the FSS.


Regarding recommendation 2, management said operational costs and savings 
were already determined during the FSS implementation and no information in 
the report indicated that they need to perform a cost study. Management also 
said the recommendation to perform a cost study was not substantiated because 
the OIG did not visit delivery sites and consider carrier workhour savings from 
FSS flats. In response to the average daily FSS volumes and low FSS volumes, 
management said that additional causes such as maintenance issues were not 
investigated or reported. 


Regarding recommendation 3, management said that policies and procedures 
already exist to ensure employees are clocked into the proper operation. 
However, management said they will reissue a service talk to all FSS site 
employees stressing the importance of making proper clock rings to the correct 
operation. 


Regarding recommendation 4, management said there is already an automated 
process for reporting incompatible FSS mail; however, they acknowledge that 
it is not always used consistently. Management said they will reissue a service 
talk to all site employees to use eMIR, but do not agree that they can resolve all 
problems identified within 30 days due to the complexities of this mail type. 


Evaluation of Management’s Comments
The OIG considers management’s comments unresponsive to the 
recommendations in the report.


Regarding the report summary, management’s statement that the findings were 
limited to a few select FSS sites is inaccurate. We analyzed seven years of 
nationwide flats mail data from RPW Reports and FSS mail volume data from 
MODS, and forecasted three years of activity. This period includes the installation 
of FSS through the current period. The site visit approach was to observe sites 
representing the full spectrum of performance ratings to assess qualitative factors 
that provide insights into what separates the three tiers of performance identified, 
not to fully base findings on these sites alone. Additionally, we selected the 
Capital Metro Area because it has the second highest number of FSS machines 
and from FY 2017 through Q1, FY 2018, it had the third highest number of total 
pieces processed on FSS. Finally, the FSS facilities we visited are geographically 
dispersed across four states: GA, MD, NC, and VA.


Regarding management’s disagreement with recommendation 1, management 
can measure total leakage and characteristics such as origin mailer and mail 
class from the barcode, but cannot identify the specific cause(s) of the leakage 
such as late arriving mail or misdirection. During the audit, we repeatedly asked 
management to provide quantitative data categorizing the leakage causes. 
Although management informed us they had that information, nothing was 
provided. In addition, management expects mail processing facilities to optimize 
their processing windows to minimize leakage; however, without knowing the 
specific cause(s) of leakage, processing facility management may not be able to 
mitigate leakage. 


Flats Sequencing System Performance in the Capital Metro Area 
Report Number NO-AR-18-008


11







Regarding management’s disagreement with recommendation 2, since the 
Postal Service does not have current information regarding carrier workhour 
savings related to FSS processing they should recalculate current FSS 
operational costs and savings. Without the analysis, management does not 
have enough information to make an informed economic decision. Given the 
significant investment in these machines and their poor performance as described 
in Figure 1 and Table 1 of this report, management needs to fully understand all 
the costs associated with the machines to best inform its decision going forward. 
In addition, the OIG did not visit delivery sites to physically verify mail volumes 
because OIG observations included physical observations of FSS dispatch 
volumes to the delivery sites and a review of end of run reports that quantify 
mail by delivery route. The Postal Service should also perform a delivery unit 
study to determine the cause(s) for the difference in workhours at FSS and 
non-FSS delivery units. Regarding additional causes for average daily volumes, 
the OIG reviewed maintenance records and discussed FSS operations with 
maintenance managers. 


Regarding management’s disagreement with recommendation 3, while 
management intends to reissue a service talk to employees stressing the 
importance of proper clock rings, daily monitoring of staff labor code selections 
by supervisors is necessary to ensure compliance.


Regarding management’s disagreement with recommendation 4, while 
management intends to reissue a service talk on using eMIRs, a specific 
deadline for resolving flat mail problems should be established to ensure that 
mail processing facilities are accountable. 


We view the disagreement with recommendations 1, 2, 3, and 4 as unresolved 
and they 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.
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Appendix A: Additional Information
Scope and Methodology
Our objective was to evaluate FSS performance in the Capital Metro Area. We 
selected the Capital Metro Area because it has the second highest number of 
FSS machines and from FY 2017 through Q1, FY 2018, it had the third highest 
amount of total pieces fed. In addition, FSS facilities we visited are geographically 
dispersed across four states: GA, MD, NC, and VA.


To achieve our objective, we: 


 ■ Conducted FSS survey observations at the North Houston, TX, P&DC in 
the Southern Area in January 2018. We selected the North Houston P&DC 
because it had the highest FSS productivity nationwide and we wanted to gain 
an understanding of current FSS operations.


 ■ Analyzed and evaluated data from the Postal Service’s MODS, MIRS, IV, 
Time and Attendance Collection System (TACS), and eMIR system. The 
data were used to determine FSS volume, productivity, throughput, leakage, 
employee clock rings, and mail preparation issues.


 ■ Compared and evaluated actual volume, throughput, and productivity to the 
DAR performance metrics and headquarters’ revised performance metrics.


 ■ Identified and assessed causes for FSS leakage, determined how facility 
management used FSS leakage data to improve operations, and evaluated 
how FSS leakage was communicated to the mailers.


 ■ Observed and evaluated actual FSS performance and employee clock ring 
procedures at the selected facilities.


 ■ Reviewed bi-weekly delayed mail reports and observed flats volumes at the 
selected facilities.


 ■ Interviewed mail processing managers, supervisors, clerks, mail handlers, and 
maintenance operations.


 ■ Interviewed representatives from two mail service providers — one publisher 
and one mailer association — to discuss their experiences with eMIRs and get 
their views on flats mail volume trends.


 ■ Solicited and summarized public comments from our Audit Asks page on 
issues with and benefits of FSS machines in the Capital Metro Area.


To determine which Capital Metro Area facilities to observe we:


 ■ Ranked the nine mail processing facilities from highest to lowest based on 
overall throughput and productivity for the period October 1, 2016, through 
December 31, 2017.


 ■ Judgmentally selected the five mail processing facilities below for site 
observations: 


 ● Two high-performing sites — the Greensboro, NC, P&DC and the 
Linthicum, MD, IMF, which have one FSS machine each;


 ● One medium-performing site — the Dulles, VA, P&DC, which has four 
FSS machines; and


 ● Two low-performing sites — the Peachtree, GA, and North Metro, GA, 
P&DCs, which have two FSS machines each. 


We conducted this performance audit from January through July 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 June 11, 2018, and included their 
comments where appropriate.
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We used computer-processed data from the Postal Service’s EDW, MODS, MIRS, TACS, IV, and eMIR system to perform our analysis. We assessed the reliability 
of computer-generated data by interviewing knowledgeable agency officials, conducting observations, and reviewing related documentation. We determined that 
the MODS, MIRS, IV, and eMIR system were sufficiently reliable for the purposes of this report. Overall, we determined that TACS data provide sufficient context to 
evaluate FSS operations and was sufficiently reliable for the purposes of this report. However, we did find that individual TACS clock ring data did not always reflect 
the employees working in the FSS operation during our site observations. 


Prior Audit Coverage


Report Title Objective Report Number Final Report Date Monetary Impact


Undeliverable Bulk Business 


Mail at the Margaret L. Sellers 


Processing and Distribution 


Center


Determine if undeliverable bulk business mail at the 


Margaret L. Sellers P&DC was being processed in 


accordance with Postal Service policy.


NO-AR-17-008 5/1/2017 None


Electronic Mail Improvement 


Reporting – Workshare Mail 


Quality


Determine whether Eastern Area personnel are fully 


using eMIR to report mail quality issues and recover 


costs associated with irregularities in workshare 


mail preparation.


CP-AR-16-001 12/8/2015 None


Challenges in Controlling Costs 


with Standard Mail Flats and 


Periodicals


Summarize theories as to why Standard Mail 


Flats and Periodicals have not met the cost 


coverage requirement during periods of increased 


automation, based on prior OIG audits conducted 


from FYs 2008 through 2013. 


SW-WP-15-001 2/26/2015 None
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https://www.uspsoig.gov/sites/default/files/document-library-files/2017/NO-AR-17-008.pdf

https://www.uspsoig.gov/sites/default/files/document-library-files/2015/CP-AR-16-001.pdf

https://www.uspsoig.gov/sites/default/files/document-library-files/2015/sm-wp-15-001_0.pdf
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Contact Information


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



http://www.uspsoig.gov

https://www.uspsoig.gov/hotline  

http://www.uspsoig.gov/form/foia-freedom-information-act

https://www.facebook.com/oig.usps

http://www.youtube.com/oigusps

https://twitter.com/OIGUSPS
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