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�
PREFACE








This is being filed as a library reference to provide support for witness Marc A. Smith, USPS-T-21.  This library reference provides the supporting calculations for Attachments 1-9 of his testimony.  Part II of witness Smith’s testimony describes the calculations in this Library Reference.  Witness Smith is the author of this library reference.  This is an update of Docket No. R97-1, USPS LR-H-127.





	The primary purpose of this library reference is to provide inputs necessary to determine the volume variable equipment and facility-related costs by subclass for both the base year and test year for witnesses Meehan, USPS-T-11, and Kashani, USPS-T-14.  This library reference also provides inputs for the calculation of operation specific piggyback factors as done in USPS LR-I-77, parts III and IV.





	The equipment-related costs which this library reference provides for the base year are the mail processing equipment depreciation (component 20.1), interest expense (component 20.5), maintenance labor (component 11.2), and parts & supplies (component 16.3.2).  These costs are divided by equipment type using data from our accounting and engineering records into 21 cost pools.  Also provided are the variabilities and distribution keys to be used for each of these 21 cost pools, in order to relate these costs to subclasses.  For the test year this library reference provides mail processing equipment depreciation divided into the 21 cost pools, based on data from our accounting system and capital budget.  See parts II to IV of this library reference on equipment related costs.





	The facility-related costs in the base year and test year are for space provision and space support.  The space provision costs are rents (component 15.1), depreciation (component 20.3) and interest (component 20.5).  The space support costs are fuel and utilities (component 15.2), custodial services labor (component 11.1), contract cleaners (component 11.1.2), building equipment maintenance labor (component 11.3), custodial supplies and services (component 16.3.1) and building security (component 18.1.2).  These costs are divided into cost pools (or by activity) based on the FY1992 facility survey, updated using information on equipment deployments.  I also prescribe variabilities and distribution keys for these cost pools.  See Part I of this library reference for facility-related costs.





In addition, parts V and III also provide assistance to rollforward witness Kashani, USPS-T-14, on relating cost reductions and other programs costs to subclass.





	The following table lists the links between this library reference, witness Smith’s testimony and other witnesses.  This table lists the other witnesses and library references which make use of this library reference.
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USPS LR-I-83	SMITH TESTIMONY, 	TESTIMONY AND LR


			USPS-T-21			RELYING ON THIS LR








PAGE I-7		ATTACHMENT 6		WITNESS MEEHAN, USPS-T-11,


							COMPONENTS 555 AND 562


							USPS LR-I-77, PART III





PAGE I-14		ATTACHMENT 7		WITNESS KASHANI, USPS-T-14


							COMPONENTS 400 AND 446


							USPS LR-I-77, PART IV





PAGE I-16 		ATTACHMENT 8		WITNESS MEEHAN, USPS-T-11


							WITNESS KASHANI, USPS-T-14


							USPS LR-I-12, APPENDIX G





PAGE II-8		ATTACHMENT 1		WITNESS MEEHAN, USPS-T-11,


							COMPONENTS 1298 AND 1297


							USPS LR-I-77, PARTS III & IV





PAGE III-1		ATTACHMENT 4		WITNESS MEEHAN, USPS-T-11,


							COMPONENT 575


							USPS LR-I-77, PARTS III AND IV





PAGE III-7		ATTACHMENT 9		WITNESS KASHANI, USPS-T-14,


							COMPONENT 575


							USPS LR-I-77, PART IV





PAGE IV-4		ATTACHMENT 2		WITNESS MEEHAN, USPS-T-11


							COMPONENT 1299


							USPS LR-I-77, PART III





PAGE IV-7		ATTACHMENT 3		WITNESS KASHANI, USPS-T-14


							COMPONENT 278


							USPS LR-I-77, PART IV





PAGE IV-8 		ATTACHMENT 5		WITNESS MEEHAN, USPS-T-11


							WITNESS KASHANI, USPS-T-14


							USPS LR-I-12, APPENDIX G





PAGE V-1		ATTACHMENT 9		WITNESS KASHANI, USPS-T-14,


							COMPONENT 1442
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�
This library reference relies on the following sources.  Part I is based on Foster Associates, Inc., Facility Cost Development Update, December 1993, which is USPS LR-G-120 in Docket No R94-1.  This work is updated using additional information on current and projected facility space growth from Facilities department and information on equipment deployments from Engineering.  Rental rate index is obtained from DRI.





	Part II is based on maintenance costs data from Engineering as well as accounting information from LR-I-9.  Part III is based on the results of witness Van-Ty-Smith, USPS-T-17, Table 1.  Part IV is based on equipment accounting records and capital budget estimates from Finance and information on equipment deployments from Engineering.  Part V is from witness Van-Ty-Smith, USPS-T-17, Table 3.
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FACILITY RELATED COST FACTORS FOR THE BASE YEAR


AND TEST YEAR











PART I








�
PAGE I - 1





SUMMARY








This part documents the updating of the FY 1996 facility space factors (on page I-2) to FY 1998 and FY 2001, shown respectively on pages I-7 and I-14.  The FY 1998 space factors on page I-7, columns 1 and 2, are provided to witness Meehan, USPS-T-11.  The FY 2001 facility space factors on page I-14, columns 1 and 2 are provided to witness Kashani, USPS-T-14.  These factors are used to develop cost pools for each of the space related costs as discussed by Witness Smith, USPS-T-21, in Part II.B of his testimony.  Page I-16 shows the variability and distribution key for each of these cost pools, provided by witness Smith and used by witnesses Meehan and Kashani.   





Four adjustments were made to obtain FY 1998 factors as follows.





1.	CSBCS category was increased due to the deployments of this equipment at delivery units.  DBCS, SPBS and RBCS space was increased due to new deployments. FSM space was increased due to the deployment of FSM 1000s.  PSM space was increased due to deployments of the Linear Package Sorting System (LPSS), for sorting of NMOs.  See page I-4.





2.	OCR, LSM and manual letter casing space was reduced due to less use of these operations (page I-4).  OCR space was reduced due to the removal of single-line OCRs.  Likewise LSM removal reduced LSM space.





3.	Overall projected facility space growth (apart from items 1 and 2) added proportionately to space categories not driven by deployments (page I-6).





4.   Imputed rents inflated according to rental index (page I-3).





Four adjustments were made to obtain FY 2001 factors as follows.





1.	DBCS and SPBS space was increased due to new deployments. FSM space was increased due to the deployment of FSM 1000s and the Automated FSM 100 (or AFSM).  See page I-10.





2.	LSM space was reduced due to less use of these operations (page I-10).  LSM space was reduced due to the removal of LSMs.





3.	Overall projected facility space growth (apart from items 1 and 2) added proportionately to space categories not driven by deployments (page I-13).





4.   Imputed rents inflated according to rental index (page I-9).
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		PAGE I-8


FOOTNOTES TO PAGE I-7





1/ For all lines, except 13-18 and 24, the FY 1996 square feet (shown on Page I-2) increased by the factor shown on Page I-6, L7.  In addition, the adjustments shown on Page I-4 are added to the respective categories.








2/ The rental rates shown on Page I-2, C3 are all increased by the factor RGF1 on Page I-3, C4.








3/ The rental value in this column is Cl times C3 divided by 1000.








�
		PAGE I-15


FOOTNOTES TO PAGE I-14





1/ For all lines, except 13-18 and 24, the FY 1998 square feet (shown on Page I-7) increased by the factor shown on Page I-13, L7.  In addition, the adjustments shown on Page V-4 are added to the respective categories.








2/ The rental rates shown on Page I-7, C3 are all increased by the factor RGF1 on Page I-9, C4.








3/ The rental value in this column is Cl times C3 divided by 1000.
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MAIL PROCESSING EQUIPMENT MAINTENANCE,


PARTS AND SUPPLIES COSTS: FACTORS & DISTRIBUTION


BASE YEAR








PART II





 


�
	PAGE II-I





SUMMARY





This part contains one page with inputs for the base year costs.  Page II-8 shows the results of the calculation of the mail processing maintenance labor (cost segment 11.2) and parts & supplies (cost segment 16.3.2) by equipment category.  





Much of the input data on maintenance labor and parts and supplies by equipment category is from the Maintenance Activity Reporting and Scheduling (MARS) system.  This system has replaced the NMICS (or National Maintenance Information and Control System) as the source of this data.   The MARS acronyms used on pages II-4 and II-5 are defined starting on page II-9.  The equipment in each category is listed at pages II-4 and II-5.  Page IV-8 shows the distribution keys used in the base year for these categories.  Finally page III-1 shows the variability applied to each category.   Equipment related cost have the same variability as the mail processing labor using the equipment, as developed by witnesses Bozzo, USPS-T-15 and  Van-Ty-Smith, USPS-T-17.   
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PAGE II-9


Definitions of Maintenance Acronyms





Acronym	Equipment Name





ABE	Automated Barcode Evaluator





ACDCS	Air Contract Data Collection System





AFCS	Advanced Facer Canceler System





AFCUL	Automatic Fine Culler





BCR	Battery Charging Room





BCS-HSUI	Barcode Reader on PSM





BCS-SACK	Barcode Reader on SSM





BCS-TRAY TRANSPORT	Barcode Reader on the Tray Transport System





BCS-TOWVEYOR	Barcode Reader on the Towveyor





CACM	Class "A" Canceling Machine





CFS	Computer Forwarding System





CODIR	Codirectory (for Multi-line OCR)





CONT	Container Repair





CONTL	Container Loader





CONTU	Container Unloader





COPRO	Coprocessor (for Multi-line OCR)





CPU	Central Processing Units





CSBCS	Carrier Sequence Barcode Sorter





CVA	Conveyor-BMC A Series





CVAA	Conveyor-BMC AA Series
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 	PAGE II-10


Definitions of Maintenance Acronyms





Acronym	Equipment Name





CVB	Conveyor-BMC B Series





CVBF	Conveyor-BMC BF Series





CVC	Conveyor-BMC C Series





CVCF	Conveyor-BMC CF Series





CVD	Conveyor-BMC D Series





CVE	Conveyor-BMC E Series





CVEF	Conveyor-BMC EF Series





CVF	Conveyor-BMC F Series





CVG	Conveyor-BMC G Series





CVH	Conveyor-BMC H Series





CVPR	Conveyor-BMC PR Series





CVPRS	Conveyor-BMC PRS Series





CVR	Conveyor-BMC R Series





CVSP	Conveyor-BMC SP Series





CVSPS	Conveyor-BMC SPS Series





CVSR	Conveyor-BMC SR Series





CVSRS	Conveyor-BMC SRS Series





CVY	Conveyor-All Other Bulk Conveyor Systems





DBCS	Delivery Barcode Sorter
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 	PAGE II-11


Definitions of Maintenance Acronyms





Acronym	Equipment Name





EF	Edger Feeder





FC	Facer Canceler





FCS	Flats Canceler Stacker





FLATS	Flats Canceler





HDUMP	Hamper Dumper





IDUCT-PARCEL	Induction Station for Parcels





IDUCT-SACK	Induction Station for Sacks





IDUCT-TMS	Induction Station for Tray Management Systems





IPSS-PLANT	Image Processing Subsystem at the Plant





IPSS-RES	Image Processing Subsystem at the Remote Encoding Site 





LIPS	Linear Integrated Package Sorter





LMLM	Letter Mail Labeling Machine





LMS-AFCS	Loose Mail System for AFCS





LMS-SPBS	Loose Mail System for SPBS





LPS	Label Printing System





LPSS	Large Package Sorting System





MC	Monorail Conveyor





MOPE-MAIL PROCESS.	Mobile Equipment to Support Mail Processing





MPFSM-881	Multi-Position Flat Sorting Machine 881
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 	PAGE II-12


Definitions of Maintenance Acronyms





Acronym	Equipment Name





MPFSM-1000	Multi-Position Flat Sorting Machine 1000





MPLSM	Multi-Position Letter Sorting Machine





NDSS	National Directory Support System





NMOSM	Non-Machinable Outside Sort Machine





OCRCS	Optical Character Reader 





PCS	Process Control System





PPC	Powered Portable Conveyor





PSM	Parcel Sorting Machine





RCR	Remote Computer Reader





RCULL	Rough Culler





ROBOT	Robotic Tray Handler





RSR	Rotary Sack Rack





SBCS	Small Bar Code Sorter (MPBCS)





SCALE	Digital, Floor and Door Scale





SLEVR	Sleever





SPBM	Small Parcel and Bundle Machine (SPBS)





SPLSM	Single-Position Letter Sorting Machine





SSM	Sack Sorting Machine





SSO	Sack Shake Out Machine
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 	PAGE II-13


Definitions of Maintenance Acronyms





Acronym	Equipment Name





STARI	Starship - SWYB, and Performance Measurement Sys.





STRAP	Strapping Machine





TOPS	Total Organizational Productivity System





TOWVE	Towveyors





TT	Tray Transport
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EQUIPMENT CATEGORY AND OTHER VARIABILITIES











PART III
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MAIL PROCESSING EQUIPMENT DEPRECIATION COST FACTORS 


BASE YEAR AND TEST YEAR











PART IV





 


�
PAGE IV-1


SUMMARY





Base year mail processing depreciation costs (cost segment 20) by category are provided on page IV-4.  Page IV-7 shows the test year mail processing depreciation costs by category.  The equipment in each category is described starting at page IV-9.  Page IV-8 shows the distribution keys used in the base year and test year for these categories.  Page III-1 shows the variabilities applied to the depreciation costs for each category.  The depreciation costs takes on the variability for the labor utilizing each equipment type.
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PAGE IV-9








Description of Mail Processing Equipment Categories











The following is a listing of the major items included in each equipment category along with explanations when necessary.








OCRs


Optical Character Reader


(Both multi-line and single-line)


This includes the RBCS components attached to OCRs.








MPBCS


Mail Processing Barcode Sorter








DBCS


Delivery Barcode Sorter








CSBCS


Carrier Sequence Barcode Sorters








LSMs


Multi-Position Letter Sorting Machine


Single-Position Letter Sorting Machine


LSM Zip Mail Translator


LSM Electronic Sort Processor


LSM Expanded Zip Retrofit
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PAGE IV-10








Description of Mail Processing Equipment Categories (Cont.)








FSMs


Flat Sorter Machine 881 (with both barcode readers and OCRs)


Flats Sorter Machine 1000, with barcode readers for the test year.


Automated Flat Sorting Machine (AFSM 100) for test year.





RBCS


Remote Barcoding System Equipment which is not included in any of the other equipment categories.  This includes the IPSS, RCR, OSS component from MPBCS and DBCS, and LMLMs, Label Printing Equipment and RES terminals.  It is mainly just the latter which is at the Remote Encoding Sites (RES), the rest of the equipment is at the plant. 








CFS


Computer Forwarding Systems








Edging. Facing. and Canceling Letters


M-36 Cancelling Machines


Mark II Cancelling Machines


Cancelling Machines


Edger Feeders


Mail Preparation Systems


Loose Mail Conveyor Systems


Advanced Facer Canceler System (AFCS)


This includes the RBCS components attached to these AFCS.








Edging. Facing, and Canceling Flats


Flat Canceler
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PAGE IV-11





Description of Mail Processing Equipment Categories (Cont.)








Culling


Culling Machines


Dual Pass Rough Cull








SSMs


Sack Sorting Machine


Induction Unit


Monorail Sorting System


Multibelt Sorting System


Multislide


BMC Sack Shakeout Machine


BMC Sack Sorter and Loader


Sack Label Barcode Readers








SPBS (or SPBM)


Small Parcel and Bundle Sorter


SPBS Feed Systems





PSMs


Parcel Sorting Machines


BMC Parcel Sorting Induction Unit


BMC Parcel Sorting Machine


Parcel Barcode Reader





ACDCS


Air Contract Data Collection System








Strapping


Strapping Machine


Strapping System


Sleevers





Tray Transport and Staging Systems


LSM Tray Conveyor System


Rack, Tray Storage


Tray Transport System


Tray Management Systems
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PAGE IV-12








Description of Mail Processing Equipment Categories (Cont.)











General and Logistics (both BMC and non-BMC)


Automated Barcode Evaluator


Dock and Ramp Equipment


Hamper Dumpers


Extendible Conveyor


Portable Conveyor


Other Conveyors


Label Printing System


Rewrap or Patch Up Equipment


Floor or Platform Scale


Pallet Unloaders


Bulk Conveyor


BMC Container Unloader


BMC Tow Conveyor


BMC Process Control System


BMC Towveyor - Internal Tow Conveyer Integrated Materials Handling System





All of the above constitute the major items in the General and Logistics grouping.  This grouping is then split into BMC and non-BMC with the use of the Finance No. for the facility where the equipment is located.  The result of this split is that nearly all of the investment in the last four items is classified as BMC, while the remaining items, are mainly classified as non-BMC.








Mail Transportation Equipment





Trays


Sacks


Pouches


Rolling Containers


Pallets








Powered Transport Equipment


Tow/Tug/Warehouse Tractor


Tractor w/Auto Guidance System


Fork Lifts


Personnel Carrier
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COST REDUCTION DISTRIBUTION KEY:


FUNCTION 4
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