
BEFORE THE 
POSTAL REGULATORY COMMISSION 

WASHINGTON, D.C. 20268-0001 
 
 
 
PERIODIC REPORTING   
 

 
                         Docket No. RM2010-6 

 
 

PETITION OF THE UNITED STATES POSTAL SERVICE REQUESTING INITIATION 
OF A PROCEEDING TO CONSIDER A PROPOSED CHANGE IN ANALYTIC 

PRINCIPLES (Proposal Twenty-nine) 
(December 11, 2009) 

 
 

Pursuant to 39 C.F.R. § 3050.11,  the Postal Service requests that the 

Commission initiate a proceeding to consider a proposal to improve analytic principles 

relating to the Postal Service’s periodic reports.  The proposal, labeled as Proposal 

Twenty-nine, is discussed below, and in greater detail in the attached text and 

documentation.1  

Proposal Twenty-nine, like pending Proposal Twenty-five, involves a change in 

the Flats Costs Models for Periodicals.  Based on a preliminary assessment of FY09 

data, the adjustment contemplated by this proposal is necessary to allow the models to 

avoid an implausible “Auto/Mech factor” input.  While this proposal is certainly related to 

the subject matter of Proposal Twenty-five, the two proposals are not inconsistent, and 

the Postal Service still seeks approval of Proposal Twenty-five, as well as the instant 

                                            
1  Proposal One was filed as Docket No. RM2009-5 on June 22, 2009; Proposal Two 
was filed as Docket No. RM2009-7 on July 7, 2009; Proposals Three through Nineteen 
were filed as Docket No. RM2009-10 on July 28, 2009; Proposal Twenty was filed as 
Docket No. RM2010-1 on October 6, 2009; Proposal Twenty-One was filed as Docket 
No. RM2010-3 on October 20, 2009; Proposals Twenty-two through Twenty-five were 
filed as Docket No. RM2010-4 on October 23, 2009; and Proposals Twenty-six through 
Twenty-eight were filed as Docket No. RM2010-5 on December 1, 2009. 
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proposal.  To some extent, however, the adjustment contemplated by Proposal Twenty-

nine would supersede an earlier proposal, Proposal Twelve, approved by the 

Commission in Order No. 339 (Nov. 13, 2009).  In fact, as discussed in the attachment, 

Proposal Twenty-nine would actually represent an implementation of some of the 

suggestions made by the Commission in Order No. 339. 

While the time is short between this filing and the filing of the ACR, the Postal 

Service infers from Order No. 169 (Jan. 12, 2009) that the Commission would 

nonetheless prefer that such a proposal still be submitted in advance of the ACR filing, if 

possible.  Moreover, by offering the proposal now, interested parties have both the 

opportunity and the necessary documentation to focus on this issue now, before being 

engrossed in whatever larger issues might arise from the full ACR filing.  Certainly the 

general topic, and even the specific elements of this proposal, will not be novel to either 

the Commission or the other active participants in what has become something of an 

ongoing discussion.  

The Postal Service requests that the Commission initiate a rulemaking 
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 proceeding pursuant to 39 C.F.R. § 3050.11 to consider this proposal. 

 
              Respectfully submitted, 

  UNITED STATES POSTAL SERVICE 
 
  By its attorneys: 
 
  Daniel J. Foucheaux, Jr. 
  Chief Counsel, Pricing and Product Support 
 
  ______________________________ 
  Eric P. Koetting  
 
475 L'Enfant Plaza West, S.W. 
Washington, D.C. 20260B1137 
(202) 268-2992, FAX: -5402 
December 11, 2009 



  PROPOSAL TWENTY-NINE 

 
Proposal Twenty-nine 

 
Proposal to Adjust Periodicals Flats Cost Models to Consider Impact of Letter-

Rated Pieces Processed on Flat Sorting Equipment 
  
Objective: 
The purpose of this proposal is to make an adjustment in the Periodicals flats 
costs models (filed in last year’s ACR as USPS-FY08-11) to consider 
the substantial increase in the volume of letter-rated pieces processed on flat 
sorting equipment so as to accurately reflect the true flats costs.  The presence 
of the letter-rated pieces on flat sorting equipment causes the current estimated 
proportion of flats receiving an automated sort to be biased upward.  
  
Background: 
Last year, while contemplating the preparation of the FY08 ACR, in Proposal 
Twelve (Docket No. RM2009-1), the Postal Service filed Modification Eight 
requesting approval to change the methodology for calculating the 'In-Plant IS 
Coverage Factor' (cell D74 in worksheet 'COVERAGE FACTORS').  The 
Commission approved that modification in Order No. 170 (January 12, 2009).   
  
This year, in anticipation of the FY09 ACR, in Proposal Twelve (Docket No. 
RM2009-10), the Postal Service filed a request for approval of the necessary 
calculation of the 'Auto/Mech' factor (cell D71 in worksheet 'COVERAGE 
FACTORS') as: Auto/Mech = (In-Plant IS coverage factor) / (FSM in Incoming 
facilities) or, cell D74 / cell D72, where 'In-Plant IS coverage factor (cell D74) is a 
ratio of 'MODS Mechanized IS volume' to non-CR flats volume from RPW, and 
'FSM in Incoming facilities' (cell D72) is the sum of the Coverage factors for 
automated and mechanized piece distribution operations, i.e., sum of cells 
D52:D58.  In the same proposal, the Postal Service stated that, in the event that 
the 'Auto/Mech' factor were to reach or exceed 100 percent as a result of the 
above calculations, "...the Postal Service would investigate and perhaps adjust 
the coverage factors and other model components" (Proposal Twelve, July 28, 
2009, page 3).  The Commission approved that modification and recommended 
changes in Order No. 339 (November 13, 2009) on page 35.  Earlier in Docket 
No. RM2009-10, on pages 9-10 of a document titled “The High Costs of Manual 
Flats Sorting”, attached as the Appendix to the Initial Comments of Time Warner 
to Order No. 269 (August 20, 2009), Halstein Stralberg challenged the Postal 
Service's 2008 ACR calculation of 'Auto/Mech' factor of 98.82 percent, and 
suggested that it should be lower.  No clear alternate solutions or calculations 
were presented, however. 
  
In Modification 1, Proposal Twenty-five (Docket No. RM2010-4), the Postal 
Service filed a request for acceptance of a new Coverage Factors methodology 
for use in the 2009 ACR Periodicals flats cost models.  The coverage factors are 
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a component in the calculation of 'Auto/Mech' factor.  The ruling on Proposal 
Twenty-five is pending.   
  
Rationale: 
 
In preparation for the FY09 ACR, during the Postal Service's incorporation of the 
FY 2009 input data into the model, it became obvious that the high 'Auto/Mech' 
factor which caused a concern to the Commission would also be present in the 
FY09 ACR.  Therefore, an adjustment is warranted.  
  
As suggested by the Commission in RM2009-10, an adjustment can be achieved 
by using the existing bundle breakage estimates and the estimated number of 
carrier route pieces on BMC, ADC, SCF, and 3-Digit containers to adjust for 
mechanized incoming secondary sorts of carrier route pieces.  Then the 
proportion of IOCS costs by shape is used to estimate the proportion of letter and 
parcel pieces that are worked in flats cost pools (AFSM100 and UFSM1000).  As 
a result of the adjustment, the mechanized incoming secondary flats estimate is 
improved to reflect current operating conditions.   
  
Further Background: 
 
In its assessment earlier this year of Proposal Twelve (Docket No. RM2009-10), 
the Commission expressed concern that the proposed MODS/RPW methodology 
would lead to an overestimate of the proportion of non-Carrier Route flats that will 
be processed in automated or mechanized Incoming Secondary sortation, and 
suggested some strategies that could serve to ameliorate the problem of 
overestimation: 
 

For example, The Postal Service could use the already estimated bundle 
breakage factor and the number of carrier route flats per bundle estimated 
each year to control for the volume of carrier route flats that receive a 
mechanized incoming secondary sort.  The Postal Service should also 
investigate the feasibility of letters and incoming international flats that 
receive a mechanized incoming secondary sort and removing their 
estimated volumes from total pieces handled in mechanized flat sorting 
operations. 

 
Order No. 339 (November 13, 2009), page 35. The Postal Service concurs with 
the Commission that the current methodology overestimates the proportion of 
flats that receive a mechanized incoming secondary sort, largely due to the 
increase in “fletter” or “slim-jim” sized letters that do not process easily on letter 
equipment and are sorted with flats on flat sorting equipment.  As the process of 
incorporating FY09 data into the Periodicals flats cost models (last filed in USPS-
FY08-11) was taking place, there was concern of the repeat incidence of a high 
‘Auto/Mech’ factor which was Commission’s concern in the 2008 ACR.  It was 
evident that incorporating the Commission’s suggestion from Order No. 339 into 
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the models was necessary before the 2009 ACR was finalized.  Therefore, for 
the upcoming ACR, the Postal Service proposes that it be allowed to adopt the 
Commission’s suggestion regarding the estimation of carrier route pieces from 
broken bundles, and to use mail processing costs to estimate the proportion of 
letter-sized pieces that are worked on flat sorting equipment. 
 
The current MODS/RPW methodology of estimating the proportion of flats 
receiving a mechanized incoming secondary sort relied on the ‘In-plant IS 
Coverage Factor’ (cell D74 in sheet ‘COVERAGE FACTORS’).  The factor was 
originally developed using FY 2007 data that contained a relatively small number 
of letter-sized pieces being worked on flats processing equipment, and was 
approved by the Commission (see Order No. 170 on January 12, 2009).  In FY 
2007, the prices for Standard Mail from R2006-1 were implemented.  In response 
to the increased rate differential between letters and flats, many mailers chose to 
migrate from the traditional catalogue pieces to booklet-sized pieces (also know 
as “fletters” or “slim-jims”) that would qualify for letter rates.  The rates were not 
implemented until May of 2007, so it is unlikely that customers were able to fully 
adjust to the new rates during FY 2007.  The data below suggest a substantial 
increase in the volume of booklet-sized pieces since FY 2007. 

 
In FY07, 0.55 percent of Standard Mail letters, or 305 million pieces, weighed 
over 3 ounces.  In FY09, 4.66 percent of Standard Mail letters, or 2.075 billion 
pieces, weighed over 3 ounces.  Not all of this increase can be attributed to 
booklet-sized pieces, but they are a likely source of a substantial portion of the 
increase.  If correctly prepared, many of these booklet pieces can be and are 
processed on letter equipment.  However these pieces are more likely to cause 
jams and other disruptions than the traditional letter envelope.  As a result, some 
of the booklet pieces are diverted to flats equipment.  The letters that are diverted 
will be counted in MODS TPH for flats processing equipment, but the volumes 
will be recorded in RPW measures as letters, rather than flats.  The dilution of the 
MODS volume with such letters makes the MODS data inflated.  Since MODS 
data are not class-specific, the estimated proportion of flats receiving an 
Incoming Secondary (IS) mechanized sort will be biased upward for Periodicals 
flats.  The First-Class Mail and Standard Mail flats cost models do not utilize the 
IS mechanized proportion, so no adjustment is necessary in those workbooks.   

 
Impact: 

 
In the accompanying Periodicals flats cost model, the Postal Service proposes 
an intermediate solution to the problem of the upward bias in the estimate of the 
mechanized incoming secondary probability for Periodicals.  First, as suggested 
by the Commission, it uses the existing bundle breakage estimate and the 
estimated number of carrier route pieces on BMC, ADC, SCF, and 3-Digit 
containers to control for mechanized incoming secondary sorts of carrier route 
pieces.  Then the proportion of IOCS costs by shape is used to estimate the 
proportion of letter and parcel pieces that are worked in the flats cost pools 
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(AFSM 100 and FSM 1000).  With these adjustments, the mechanized incoming 
secondary flats proportion is reduced from 86.5 percent to 77.8 percent for FY08 
data.  The impact of the proposal on FY09 cost estimates is indeterminate at this 
time. 
 
The Periodicals cost model filed in Proposal Twenty-five (RM2010-4) was used 
to incorporate changes for this current proposal.  The version of the Periodicals 
Model attached to this filing electronically as an Excel file (Prop.29.Per.Model.xls) 
has been submitted with a toggle switch in sheet 'ACR 2008 MODIFICATIONS' 
in cell H93 to present the effect of the modification.  The impact of the proposed 
change can be observed by turning the switch in cell H93 "on" or "off".  The 
changes can be observed in sheet 'COVERAGE FACTORS' cells D71 through 
D74.  Turning the modification "off" would yield a high ‘Auto/Mech' factor, while 
turning it "on" would provide the calculations for the proposal, yielding a lower 
and operationally realistic 'Auto/Mech' factor.  Toggle switches for modifications 
presented in Docket No. RM2010-4 have been switched “off” as Proposal 
Twenty-five is pending approval by the Commission 
 
The validity of this current proposal to take into consideration the letter-rated 
pieces on flats sorting equipment is not contingent upon acceptance or rejection 
of Proposal Twenty-five.  However, the Postal Service believes that the current 
proposal to change the In-Plant IS Coverage Factor to consider that not all 
pieces on flats sorting equipment are flats should be approved, and that the 
proposed Coverage Factors methodology (in Proposal Twenty-five) should also 
be approved.  The subsequent impact on the 2009 cost estimates is not known at 
the time of the submission of this proposal, as certain other necessary inputs to 
the Periodicals flats cost models are not yet available.  This proposal is 
applicable to the Periodicals cost model only.  
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