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Table 9 summarizes the effect of these dynamic scenarios on correcting USPS
witness Hatfield’s unit mail processing costs for the four worksharing rate categories he
considers. Each of these scenarios is an improvement on witness Hatfield’s estimates,
as each one attempts to build into the roll forward factor to test year CRA dynamics,
volume mix shifts, or other factors associated with new worksharing requirements,
much as USPS witness Hume built dynamic DPS factors into his test year unit delivery

costs.

The first column of Table 9 is USPS witness Hatfield’s breakout of mail
processing unit costs by rate category for First-Class workshared letters in the test year.
The first scenario in the next two columns presents unit mail processing costs based on
my elasticity for volume mix shifts. The second scenario presents test year 1998 unit
mail processing costs by rate category using a roli forward factor which extrapolates
CRA dynamics from FY1994 through FY1996 into test year 1998. Under this scenario,
for example, the 3-digit automation mail processing unit cost is 3.6151 cents, 0.9326

cents less than the 4.5477 cent figure proposed by witness Hatfield.

I have chosen a modest 3.6% decline as a roll forward factor to apply to the Hatfield
model. It is extremely conservative relative to the 25% decline in unit mail processing

costs that the Postal Service volume mix shift



Comparison of First-Class Workshared Letters Unit Mail Processing Costs

Table 9

Under Alternative Scenarios
(Test Year 1998, Cents per Piece)

Changes in Unit Costs Based
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Page 21
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Weighted Historical Changes

USPS R97-1 on USPS Test-Year Volume Historical Changes in Unit in Unit Costs FY94-FY96 and
Proposed Mix Shifts’ Costs FY94-FY96 Continue’ FY95-F Y96, Adjusted”
Unit Mail Unit Mail Difference Unit Mail Difference Unit Mail Difference
Processing Processing  from R97-1 Processing from RY7-1 Processing from R97-1
Cost Cost Proposed Cost Proposed Cost Proposed
Retail Presort 7.1993 5.0179 -2.1814 5.7230 -1.4763 6.2145 -0.9848
Aulomation
Basic 5.3188 3.7072 -1.6116 4.2281 -1.0907 4.5912 0.7276
3-Digit 4.5477 3.1697 -1.3780 3.6151 -0.9326 3.9256 -0.6221
5-Digit 3.0266 2.1095 -0.9171 2.4059 -0.6207 2.6125 -0.4141
Carrier Route 2.2910 1.5968 -0.6942 1.8212 -0.4698 1.9776 -0.3134
Sources:

R97-1 Proposed: Direct Testimony of Sharon Daniel, USPS-T-29, Exhibit USPS-29C (revised 10/1/97).

Technical Appendices B.1 and B.2.

Attachment to USPS/ ABA&EEI&NAPM-T14 (revised 2/12/98) .

Notes:

! Based on cost segment 3 mail processing direct labor only.
? Based on cost segment 3 mail processing direct labor and overhead.



10
11

12

14
15
16

17
18

19

21
22
23
24

25
26

27

28
29

36
31
32
33
34

36
37

ABA/EEl/NAPM-T-1
Page 33 (revised 2/12/98)

third, even with the proposed reduction in MC95-1 level discounts proposed by the
Postal Service in this case, the increase in discounts afforded Standard A Regular
automation mail in this case compared to the last rate case are on average about twice
those being afforded First Class automation mailers. There is a gross inequity between
First-class workshared and Standard A in the proposed “give-backs” that is not cost-
justified and that should be rectified by the Commission in its proposed rates.

In this case, for all the reasons enumerated above, I recommend that in setting
worksharing discounts for First-Class Mail, the Commission not only look to First-Class
single piece costs, but also the relationship of Standard A Regular subclass costs and
discounts as it compares to the relationship of First-Class worksharing costs and

discounts.

F. A Correct Estimation of Postal Service Cost Models Using the
Commission’s MC95-1 Methodology Warrants Discounts For First-Class
Workshared Letters Ranging from 6.8 to 8.9 Cents

Based on the corrections I have made in Sections III.B. and C. above to the Postal
Service’s roll forward factors, my test year mail processing and delivery unit costs by

rate category for First-Class workshared mail are as follows:

Table 14
Corrected USPS Modeled Costs
(Cents-Per-Piece)

Mail Corrected
Rate Category Processing + Delivery Combined Cost USPS
Retail presort 6.2145 3.8840 10.0985 11.3453
Basic Automation 4.5912 3.4490 8.0402 9,0298
3-Digit 3.9256 3.3900 7.3156 8.1997
5-Digit 2.6125 3.3110 5.9235 6.5995
Carrier Route 1.9776 3.8640 5.8416 6.4170

Source: Technical Appendices B.1 and B.2, Attachment to
USPS/ABA&EEI&NAPM-T1-4 (revised 2/12/98).
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Using the Postal Service’s modeled costs approach for mail processing and

delivery and adjusting these models for the dynamic factors analyzed previously, to

which consideration must be given in estimating test year 1998 costs, would imply a

very conservative change in the discounts proposed by the USPS as follows:

Table 15

Corrected Discounts Using Postal Service’s Modeled Cost Methodology

(Cents-Per-Piece)

Rate Category USPS Discounts
Retail Presort 2.0
Basic Automation 5.5
3-Digit 6.5
5-Digit 8.1
Carrier Route 8.4

Conservatively
Corrected USPS
Discounts

3.2
6.5
7.4
8.8
9.0

Such a correction is not sufficient in this case, however, because it is based

implicitly on the Postal Service’s flawed and unsupported bulk-metered mail

benchmark. Instead, given my computation of mail processing and delivery costs, I

recommend a set of discounts using the Commission’s procedure from MC95-1. 12

These are as follows:

12 This method is based on taking 78 percent of the full cost differences and applying this as the discount for the
basic automation raie for First-Class workshared letters. Other automation rates are figured as additional discounts
form the basic automation tier. (See MC95-1, O&RD, para. [4302], pp. IV-136-137).
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Proposed Discounts Using Commission’s MC95-1 Methodology

(Cents-Per-Piece)

Test Year 1998 Costs and Discounts in Cents

Single-piece Mail Processing and Delivery
Basic Automation Mail Processing and Delivery

Difference

Discount for Basic Automation (78% of Difference)
3-Digit Discount

5-Digit Discount

Carrier Route Discount

Retail Presort Discount

16.7434

6.7885

7.5131

8.9052

NA

NA

Rounded
Discounts

6.8 cents
7.5 cents

8.9 cents

My proposed discount for retail presort is 2.5 cents, and for carrier route presort,

is 9 cents. This would retain the current discount for retail presort and pass through

the added cost difference of a carrier route letter compared to a 5-digit letter from Table

14 above, about one tenth of one cent.
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B. My Proposed Cost Coverages and Rates for First-Class Workshared
Mail Reflect Issues of Economic Efficiency and Equity with Standard A
Mail
The Postal Service’s proposed rates for First-Class workshared letters are shown
in Table 21. From Section III. above, a corrected cost based calculation of discounts

would lead to the rates shown in column two of Table 21.

Table 21

Rates and Cost Coverages Implied by
Discounts Proposed in Section III

USPS With Corrected

Proposed Discounts
Average Workshared Revenue Per Piece 27.94 27.00
Implied Cost Coverage 283.3% 287.1%
Retail Presort 31.0 cents 30.5 cents
Basic Automation 27.5 cents 26.2 cents
3-Digit 26.5 cents 25.5 cents
5-Digit 24.9 cents 24.1 cents
Carrier Route 24.6 cents 24.0 cents

The 287% cost coverage associated with my proposed discounts is too high and

entails significant inequities, as well as inefficiencies and social welfare losses.

Based on the considerations discussed above, I recommend a cost coverage of

276.0% for First-Class workshared mail. This would generate greater efficiency in
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Postal pricing (though not as much as desirable) and lessen the social welfare loss

caused by the Postal Service’s rate proposals. The proposed rates that follow from this

cost coverage constitute my formal recommendation for First-Class workshared rates in

this docket.

Table 22

Proposed Rates with Cost Coverage Adjustments

Retail Presort 30.0
Basic Automation 26.1
3-Digit" 244
5-Digit 22.8
Carrier Route 22.5

The test year revenue implications of my discount and rate proposals require
some elaboration. First, my proposed changes in the discounts for workshared First-
Class Mail are based on lower and more accurate cost calculations for the test year in
the first instance, and an adoption of the Commission’s MC95-1 methodology in lieu of
the Postal Service’s bulk-metered mail benchmark approach. The lower costs entail no

revenue loss, but there is a very small revenue loss of $117 million associated with my

using the Commission’s methodology. (See Technical Appendix C.1, page 5.)
However, I propose a modest increase in the cost coverage of Standard A mail so that

the test year revenue requirement is met.

" In my expert opinion, there must be at least a one cent difference between the basic automation rate and the 3-
digit rate to foster that added degree of worksharing.
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With respect to my proposed 276% cost coverage for First-Class workshared

mail, the cost coverage model developed in Technical Appendix C.2 projects 2 change

in USPS test year finances as follows:

USPS Finances
with Proposed
Discount and Cost
Coverage Changes

Revenue $61,157
Revenue Requirement $61,103
Surplus/ (Deficit) 54

The revenue loss associated with my cost coverage and rate proposals for First-Class
workshared mail is eliminated by raising the cost coverages of Standard A mail from
the USPS proposed 167% to 175%. Notably, my proposal raises the revenue
contribution that Standard A commercial mail makes to the Postal Service by about
$469 million.

In this proceeding, the Postal Service introduced a separate own price elasticity
for First-Class workshared mail for the first time ever. It shows that this mailstream is
less price inelastic than First-Class mail as a whole. The price elasticity of First-Class
workshared mail (-0.289) is not that different from the price elasticity of Standard A
mail (-0.382 for Regular and -0.598 for ECR), yet the Postal Service’s proposed rates and
cost coverages are very different for the two workshared mailstreams. This is highly
inequitable. Furthermore, while both mailstreams are highly price inelastic, the new
own price elasticity for workshared First-Class mail indicates that there are competitive
alternatives to the Postal Service for this mailstream just as there are competitive

alternatives for Standard A workshared mail. Therefore, economic efficiency would
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appear to require that the cost coverages and rates for the two mailsireams be closer

than those proposed in this case by the Postal Service.

V. Conclusion: The Modest Revenue Requirement in This Rate Case Affords the
Commission a Unique Opportunity for Long-Overdue Rate Restructuring and
Cost Coverage Rationality, and First-Class Workshared Letter Mail is the
Place to Begin

In this docket, I am presenting two pieces of direct testimony:
(1) ABA/EEI/NAPM-T-1; (2) ABA/NAA-T-1. This testimony sets discounts for First-
Class workshared letter mail that are very conservative in light of the cost justification
analysis I present. That testimony also argues that, on grounds of economic efficiency
and equity, the cost coverage proposed by the Postal Service (283.3%) and the coverage
that emerges from my proposed discounts alone (287.1%) are too high. [ propose a
more efficient and equitable set of rates which are based on cost coverage of 276%, and
make an adjustment in the cost coverage of Standard A workshared mail to keep my

proposal revenue neutral in the test year.

The other testimony is related to this testimony in that it demonstrates that the
cost coverage for the second and third ounces of First-Class workshared letter mail is
also too high (920%), and that the proposed 23 cent rate for the second and third ounces
is not at all cost-justified. The extra-ounce rate is also not equitable in light of the fact
that the second and third ounces of Standard A workshared letter mail pays a zero cent
extra-ounce rate. In that testimony, I propose an extra-ounce rate for First-Class
workshared letters based on a more-than-fair cost coverage of 420%. As with this
testimony, I keep my proposal revenue neutral in the test year by making a further

adjustment to the cost coverage of Standard A workshared mail.
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The effects of both sets of proposals on USPS test year revenues, costs, volumes,
and cost coverages, and rates, are presented in detail in Appendix D. For First-Class
Mail, the effect of my proposals is to reduce the Postal Service’s proposed cost coverage
from 199.47% to 197.33%. For First-Class workshared mail, the effect of my proposals
is to reduce the cost coverage from the Postal Service’s proposed 283% to 271%. For
Standard A mail, the impact of all my proposals is to raise the cost coverage from the
Postal Service’s proposed 167.04% to my proposed 177.50%. While I do not make any
formal rate recommendation for Standard A mail, most cost coverage is based on an
assumed uniform increase in the rates for the standard regular and ECR subclasses only

beyond the rates proposed by the Postal Service.

Under my combined proposals, the Postal Service has a net surplus of $41.4
million in the test year and emerges with a set of postal rates that are more efficient and
equitable than those it has proposed. My proposed set of fully cost-justifiable rates is
also based, in part, on a principled rate restructuring that reflects what the general
public finds of greatest value in the nation’s postal services and what it finds of lesser,
little or even negative value. These fundamental questions of rate restructuring that
better reflect the general public’s needs and desires are particularly appropriate in this
case because the overall revenue needs of the Postal Service were relatively modest
when this case was filed in July and appear to be even more modest in light of
accounting period statements released since July. These fundamental questions should

be raised by the Commission because it is also the right thing to do.
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First-Class Letters and Flats - Single Piece
First-Class Letters and Flats - Presort
First-Class Cards - Single Piece

First-Class Cards - Private Presort

Total First Class

Total Periodical

Standard Single Piece

Standard Regular

Standard Regular Enhanced Carrier Route
Standard Regular and Enhanced Carrier Route
Standard Nonprofit

Standard Nonprofit Enhanced Carrier Route
Total Standard A

Total Standard B

Priority Mail, Express Mail and Mailgrams
Postal Penalty and Free-for-the Blind
International Mai!

Special Services

Attributable Costs

Total

Proposed R97-1

173.60%
283.32%
152.92%
267.27%
199.47%
106.10%

154.52%
228.30%
174.17%
122.07%
160.97%
167.04%
121.85%
194.17%

0.00%
136.30%
159.52%
178.42%
100.06%

Alternate Proposal

173.64%
287 06%
152,92%
248.54%
200.98%
106.10%

154.52%
228 30%
174.17%
122.07%
160.97%
167.04%
121,85%
194.17%
0.00%
136.30%
159.52%
178.92%
99.81%

Cost coverage for a mail type is the ratic of revenue (p. 8) to volume variable cost (p. 10) for the mail type.

Alternate Proposal

Compared to
Proposed R97-1
Difference

0.04%
374%
0.00%
~18.73%
1.51%
0.00%

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.50%
-0.25%
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— K"YRNEPW?WEE(DQ"WPHHE“¥ LI R
Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-]1  Altermate Proposal Difference Percent Difference
First-Class Letters and Flats - Single Piece 0.330 0.330 0.000 0.0%
First-Class Letters and Flats - Single Piece Additional Qunces 0.230 0.230 0.000 0.0%
First-Class PRM and QBRM Letters 0.300 0.300 0.000 0.0%
First-Class Letters and Flats - Workshared per Piece Rate
Nonautomated Presort 0.310 .305 -0.005 -1.6%
Automated Basic Letters 0.275 0.262 -0.013 4.7%
Automated Basic Flats 0.300 0.290 -0.010 -3.3%
Automated 3-Digit Letters 0.265 (.255 -0.010 -3.8%
Automated 5-Digit Letters 0.249 0.241 -0.008 -3.2%
Automated 3/5-Digit Flats 0.280 0.270 -0.010 -36%
Automated Carrier-Route Letters 0.246 0.240 -0.006 2.4%
First-Class Letters and Flats - Workshared per Pound Rate
Nonautomated Presort 0.000 0.000 0.000 —
Automated Basic Letters 0.000 0.000 0.000 —
Automated Basic Flats 0.000 0.000 0.000 —
Automnated 3-Digit Letters 0,000 0.000 0.000 -
Autormnated 3-Digit Letters 0.000 0.000 0.000 -
Automated 3/5-Digit Flats 0.000 0.000 0.000 —
Automated Carrer-Route Letters (0.000 (4.000 0.000 —
First-Class Letters and Flats - Workshared Second Ounce 0.230 0.230 0.000 0.0%
First-Class Letters and Flats - Workshared Third Cunce 0.230 0.230 0.000 0.0%
First-Class Letters and Flats - Workshared Cunces Above Third 0.230 0.230 0.000 0.0%
First-Class Stamped Cards 0.210 0.210 0.000 0.0%
First-Class PRM and QBRM Cards 0.180 0.180 G.000 0.0%
First-Class Private Cards
Single Piece Cards 0.210 0.210 0.000 0.0%
Nonautomated Presort Cards 0.190 0.180 -0.010 -5.3%
Automated Basic Cards 0.176 0.166 0.010 -5.7%
Automated 3-Digit Cards ¢.170 0.159 -1 -6.5%
Automated 5-Digit Cards 0.159 0.143 -0.016 -10.1%
Automated Carrier-Route Cards 0.156 0.140 -0.016 -10.3%
Standard Single Piece 0.330 0.330 0.000 0.0%
Standard Regular
Nonautomated Basic Letters 0.247 0.247 0.000 0.0%
Nonautomated Basic Nonletters 0.300 0.300 0.000 0.0%
Nonautomated Presort Letters 0.209 0.209 0.000 0.0%
Nonautomated Presort Nonletters 0.240 0.240 0.000 0.0%
Autcmated Basic Letters 0.189 0189 0.000 0.0%
Automated Basic Flats 0.243 0.243 0.000 0.0%
Automated 3 Digit Letters 0.178 0.178 0.000 0.0%
Automated 5-Digit Letters 0.160 0.160 0.000 0.0%
Automated 3/5-Digit Flats 0.207 0.207 0.000 0.0%
Standard Regular - Second Ounce 0.000 0.000 0.000 -—
Standard Regular - Third Qunce 2.000 0.000 0.000 .
Standard Regular - Ounces Above Third 0.041 0.041 0.000 0.0%
Standard Regular Enhanced Carrier Route
Automated 0.157 0.157 0.000 0.0%
Basic Letters 0.164 0.164 0.000 0.0%
Basic Nonletters 0.164 0.164 0.000 0.0%
High-Density Letters 0.143 0.143 0.000 0.0%
High-Density Nonletters 0.153 0.153 0.000 0.0%
Saturation Letters 0.134 0134 0.000 0.0%
Saturation Nonletters 0.141 0.141 0.000 0.0%
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Koy Kate et Pioce (Dollars por Piece) contimued 1

Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Dercent Difference

Standard Regular Enhanced Carrier Route - Second Cunce 0.000 0.000 0.000 —
Standard Regular Enhanced Carrier Route - Third Cunce 0.000 2.000 0.000 —
Standard Regular Enhanced Carrier Route - Qunces Above Third 0.033 0.033 0.000 0.0%

Key rates are inputs to the model and are the rate for one specific type of mail. The key rates for Proposed R97-1 are obtained from Request of
the United States Postal Service for a Recommended Dedsion on Changes in Rates of Postage and Fees for Postal Services, Docket No. R97-1.
Key rates for an alternative proposal are set by the model user by changing each key rate or each discount and the mail type to which the
discount is relative. Discounts are shown on p. 11.
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dditiopal Owince and Pound Rates (Dollars per Pierg or per Quncey = .
Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference
First-Class Single Piece Additional Ounces 0.230 0.236 8.000 0.0%
First-Class Letters - Workshared per Pound Rate
Nonautomated Presort 0.000 0.000 0.000 —
Automated Basic Letters 0.000 0.000 0.000 —
Automnated 3-Digit Letters 0.000 0.000 0.000 —
Automated 5-Digit Letters 0.000 0.000 0.000 —
Automated Carrier-Route Letters 0.000 0.000 0.000 —
First-Class Workshared
Second Cunce 0.230 0.230 0.000 0.0%
Third Cunce 0.230 0.230 0.000 0.0%
Above Third Cunce 0.230 0.230 0.000 0.0%
Standard Regular Addition for Pound Rate 0.000 0.000 —
Standard Regular Additional Cunces
Second Ounce 0.000 0.000 0.000 -
Third OCunce 0.000 0.000 0.000 —
Above Third Ounce 0.041 0.041 0.000 —
Standard Enhanced Carrier Route Addition for Pound Rate 0.000 0.000 -
Standard Enhanced Carrier Route
Second Cunce 0.000 0.000 0.000 —
Third Cunce 0000 0.000 0.000 -—
Above Third Cunce 0.033 0.033 3.000 —
Additional ounce and pound rates are inputs to the model. The additional ounce and pound rates for Proposed R97-1 are cbtained from
Request of the United States Postal Service for a Recommended Decision an Changes in Rates of Postage and Fees for Postal Services, Docket
No. R97-1. Additional cunce and pound rates for an alternative proposal are set by the medel user by changing each rate.

Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Cnfference Percent Difference

Total Revenues 61,651.8 61,086.7 -565.125 -0.9%
Total Revenue Requirement (Equals Total Costs} 61,616.2 61,204.0 -412.241 -0.7%
Net Surplus (Deficiency) 35.6 (117.2) {152.9) -429.0%

Total Revenue is obtained from the Revenue Table on p. 6. Total Revenue Requirement (Total Costs) is obtained from the Cost Table on p.
10. Net Surplus(Deficiency) is Total Revenues mrinus Total Revenue Requirement.
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ST Walgme ' (Milkon Pleces) ;[T T
Alternate Proposal
Cornpared to
Propased R97-1
Proposed R97-1  Alternate Proposal Difference BPercent Difference
First-Class Letters and Flats - Single Piece 53,598.402 31,770.960 -1,827.442 -3.4%
First-Class Letters and Flats - Single Piece Additional Ounces 17,336.821 16,745.7H) -591.100 -3.4%
Furst-Class PRM and QBRM Letters 91%.400 BR7 958 -31.442 3.4%
First-Class [etters and Flats - Workshared 41,033.182 43,226.340 2,193.158 5.3%
Nonautomated Presort 4,855.407 4,871.210 15.803 0.3%
Autornated Basic Letters 4,308.327 4,499,318 190.991 44%
Automated Basic Flats 49.024 81.421 32.397 66.1%
Automated 3-Digit Letters 20,879.382 22,021,621 1,142.239 5.5%
Automated 5-Digit Letters 9,488.132 9,860.521 372.389 3.9%
Autornated 3/5-Digit Flats 235.307 250.010 14.503 6.2%
Autornated Carrier-Route Letters 1,217.403 1,642.239 124.836 34.9%
First-Class Letters and Flats - Workshared Ounces One to Two 1.395.2M 1,469.772 74.571 5.3%
First-Class Letters and Flats - Workshared Ounces Two to Three 381.336 401717 20.382 53%
First-Class Letters and Flats - Workshared Ounces Over Three 288.590 304.015 15425 5.3%
First-Class Stamped Cards 583.005 583.005 0.000 0.0%
First-Class PRM and QBRM Cards 153.300 108.300 0.000 0.0%
First-Class Private Cards 4,831.742 4,897 626 65.884 1.4%
Single-Piece Cards 2,368.356 2,368.356 0.000 0.0%
Nonaatomated Presort Cards 667,024 699.138 32.114 4.8%
Automated Basic Cards 340.549 316.386 -24.163 -71%
Autornated 3-Digit Cards 826.360 830.263 3.703 04%
Automated 3-Digit Cards 526.697 505.418 -21.279 -4.0%
Autormated Carrier-Route Cards 102.356 178.066 73.310 73.6%
Total First Class 101,074.031 101,474,189 400.138 0.1%
Total Periodical 10,257 973 10,257.973 0.000 0.0%
Standard Single Piece
Standard Regular 37,627.554 37,627.554 0.000 0.0%
Nonautomated Basic Letters 2,373.994 2,373.994 0.000 0.0%
Nonaukomated Basic Nonletters 1832877 1,832.877 0.000 0.0%
Nonautomated Presort Tetters 2,902.289 2,902.289 0.000 0.0%
Nonautomated Presort Nonletters 2,075.756 2,075.756 0.000 0.0%
Automated Basic Letters 3,136.543 3,136.543 0.000 0.0%
Automated Basic Flats 259.382 259.382 0.000 0.0%
Automated 3-Digit Letters 9,535.365 9,535.365 0.000 0.0%
Automated 5-Digit Letters 6,358.646 6,358.646 0.000 0.0%
Automated 3/5-Digit Flats 9,152.702 9,152.702 G.000 0.0%
Standard Regular - Second Qunce 18,908.097 18,908.097 0.000 0.0%
Standard Regular - Third Ounce 11,086.356 11,086.356 0.000 0.0%
Standard Regular - Ounces Above Third 37,206.538 37,206.338 0.000 0.0%
Standard Regular Enhanced Carrier Route 28,686.182 28,686.182 0.000 0.0%
Automated 2,059.662 2,059.662 0.000 0.0%
Basic Letters 3,173.765 3,173.765 0.000 0.0%
Basic Nonletters 10,660.705 10,660.705 0.000 0.0%
High-Density Letters 392.986 392.986 0.000 0.0%
High-Density Nonletters 1,154.078 1,154.078 0.000 0.0%
Saturation Letters 3,086.387 3,086.387 0.000 0.0%
Saturation Nonletters 8,158.599 8,158.599 0.000 0.0%
Standard Enhanced Carrier Route - Second Cunce 18077614 18,077.614 0.000 0.0%
Stanidard Fnhanced Carrier Route - Third Cuiice 12,169.966 12,16%.966 0.000 0.0%
Standard Enhanced Carrier Route - Qunces Above Third 37,051.988 37.051.988 0.000 0.0%
Standard Regular and Enhanced Carrier Route 66,313.736 66,313,736 0.000 0.0%
Standard Nonprofit 10,550.968 10,550.968 0.000 0.0%
Standard Nonprofit Enhanced Carrier Route 2,571.283 2,571.283 0.000 0.0%
Total Standard A 79,435.987 79,435.987 0.000 0.0%
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‘ofume {MillEon Plocad) “eomtiiided v 00

Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Cifference Percent Difference

Total Standard B 1,038.641 1,038.641 0.000 0.0%
Priority Mail, Express Mail and Mailgrams 1,219.891 1.219.891 0.000 0.0%
Postal Penalty and Free-for-the Blind 354.210 354.210 0.000 0.0%
Total Domestic Mail 193,380.733 193,780.891 400.158 0.2%
international Mail 1,006.682 1,006.682 0.000 0.0%
Total Domestic and International Mail 194,387.415 194,787.573 400.158 02%

Volume by il type is obtained from the volume forecasting equations and shares shown on pp. 20-26 or set at the levels expected by the Postal
Service in R97-1 Proposed (as shown in Direct Testimony of Richard Patelunas in Docket No. R97-1, USPS-T-15, Exhibit USPS-15] (revised

8/22/97).
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BT Revenue (MEHTon Doflagsy i s
Alternate Proposal
Comnpared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference
First-Class Letters and Flats - Single Piece Per Piece 17,742.553 17,137.619 -604.934 -3.4%
First-Class Letters and Flats - Single Piece Additionat Ounces 3,987 469 3,851.516 -135.953 -3.4%
First-Class PRM and QBRM Letters 275.820 266.387 -9.433 -3.4%
First-Class Single-Piece Letter Fees 142918 142,918 0.000 0.0%
First-Class Letters and Flats - Workshared Total 11,466.008 11,670.552 204.544 1.8%
First-Class Letters and Flats - Workshared Per Piece 10,973.781 11,152,938 179157 1.6%
Nonautomated Presort 1,508.028 1,488.534 -19.494 -1.3%
Autcomated Basic Letters 1,184.790 1,178.821 -5,969 -0.3%
Automated Basic Flats 19.959 32044 12.085 60.5%
Automated 3-Diigit Letters 5,533.036 5615513 82477 1.5%
Automated 5-Digit Letters 2,362.545 2,376.386 13.841 0.6%
Automated 3/3-Digit Flats 65.942 67.503 1561 2.4%
Automated Carrier Route Letters 299.481 394.137 94.656 31.6%
First-Class Letters and Flats - Workshared Qunces One to Two 320,896 338.048 17.151 5.3%
First-Class Letters and Flats - Workshared Cunces Two to Three 87.707 92.395 4.688 3.3%
First-Class Letters and Flats - Workshared Qurnces Over Three 66.376 69.923 3.548 5.3%
First-Class Letters and Flats - Workshared Fees 17.248 17.248 0.000 0.0%
First-Class Stamped Cards 122.431 122.431 0.000 0.0%
First-Class PRM and QBRM Cards 19.494 19.494 0.000 0.0%
First-Class Private Cards ' 937.547 918.198 -19.349 -21%
Single-Piece Cards 510.618 510.618 0.000 0.0%
Nonautomated Presort Cards 126,735 125.845 -01.890 -0.7%
Automated Basic Cards 59.937 52.520 -7.417 -12.4%
Automated 3-Digit Cards 140.515 132.012 -8.503 -6.1%
Automated 3-Digit Cards 83.745 72.275 -11.470 -13.7%
Automated Carrier-Route Cards 15.999 24.929 §.930 55.8%
First-Class Single Piece Cards Fees 8.470 8.470 0.000 0.0%
First-Class Workshared Cards Fees 1.035 1.035 0.000 0.0%
Total First Class 34,703.746 34,138.621 -565.125 -1.6%
Total Periodical 2,125.781 2,125.781 0.000 0.0%
Standard Single Piece
Standard Regular 8,022.045 8,022.045 0.000 0.0%
Nonautomated Basic Letters 586.377 586.377 0.000 0.0%
Nonautomated Basic Nonletters 431.007 431.007 0.000 0.0%
Nonautomated Presort Letters 581.072 581.072 0.000 0.0%
Nonautomated Presort Nonletters 336.537 336.537 0.000 0.0%
Autornated Basic Letters 592.807 592.807 0.000 0.0%
Automated Basic Flats 46.060 46.060 0.000 0.0%
Automated 3-Digit Letters 1,624.239 1,624.239 0.000 0.0%
Automated 5-Digit Letters 968.666 968.666 0.000 0.0%
Automated 3/5-Digit Flats 1,193.906 1,193.906 0.000 0.0%
Standard Regular - Second Crunce 0.000 0.000 0.000 —
Standard Regular - Third Cunce 0.000 0.000 0.000 -
Standard Regular - Cunces Above Third 1,511.516 1,511.516 0.000 0.0%
Fees, Residual Shape, and Adjustments 149.859 149.859 0.000 0.0%
Standard Regular Enhanced Carrier Route 4,304.005 4,304.005 0.06G 0.0%
Automated 323367 323.367 0.000 0.0%
Basic Letters 520.497 520.497 0.000 0.0%
Basic Nonletters 1,229.214 1,229.214 0.000 0.0%
High-Density Letters 42.999 42.999 0.000 0.0%
High-Density Nonletters 76.576 76.576 0.000 0.0%
Saturation Letters 309.924 309.924 0.000 0.0%
Saturation Nonletters 532.594 532.594 0.000 0.0%
Standard Enhanced Carrier Route - Second Ounce 0.000 0.000 0.000 -
Standard Fnhanced Carrier Route - Third Qunce 0.080 0.000 0.000 —
Standard Enhanced Carrier Route - Ounces Above Third 1,227 347 1,227.347 0.000 0.0%
Fees, Residual Shape, and Adjustments 41.487 41.487 0.000 0.0%
Standard Regular and Enhanced Carrier Route 12,326.050 12,326.050 0.000 0.0%
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Revenue (Miflion Diallars} - comnti)

Alternate Proposal
Compared to
Praposed R97-1
Proposed R97-1  Alternate Proposal D fference Percent Difference

Standard Nonprofit 1,351.433 1,351.433 0.000 0.0%
Standard Nonprofit Enhanced Carrier Route 201.408 201.408 0.000 0.0%
Total Standard A 13.878.891 13,878.891 0.000 0.0%
Tatal $tandard B 1,712.281 1,712.281 0.000 0.0%
Priority Mail, Express Mail and Mailgrams 5,198.585 5,198.586 0.000 0.0%
Postal Penalty and Free-for-the Blind 0.000 0.000 0.000 —

Total Domestic Mail 57.619.284 57.054.159 -565.125 -1.0%
International Mail 1,643.844 1.643.844 0.000 0.0%
Special Services 2,049.606 2,049.606 0.000 0.0%
Other Income 217.242 217.242 0.000 0.0%
Attributable Revenue 61,529.976 60,964.851 -565125 -0.9%
Continuing Appropriations 67.498 67.498 0.000 0.0%
Investment Income 54.371 54.371 0.000 0.0%

Total Revenue 61,631.845 61,086.720 -565.125 -0.9%

Revenue is revenue per piece (p. 12) multiplied by volume (p. 6} for First-Class and standard (A) commercial mail. For other types of
mail and other types of reverue (e.g., special services, other income), revenue is set at the levels shown in the Direct Testimony of Donald
J. OHara in Docket No. R97-1, USPS-T-30, Exhibit USPS-30B (revised 9-19-97).
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Volume Variable Cost
per Piece (Dollars per

Piece)

Proposed  Alternate

R97-1 Proposal
First-Class Letters and Flats - Single Piec  (,2340 0.2340
First-Class Letters and Flats - Presort 0.0986 0.0941
First-Class Cards - Single Piece 0.1413 0.1413
First-Class Cards - Private Presort 0.0650 0.0650
Standard Regular 0.1380 0.1380
Standard Regular Enhanced Carrier Rout  (.0657 0.0657

Costs are cost per piece multiplied by volume (p. 6) for First-Class and
standard (A) commercial mail. For other types of mail and other types of
revenue (.g., special services, other variable costs), costs are is set at the
levels expected by the Postal Service in R97-1 Proposed {as shown in Direct
Testimony of Richard Patelunas in Docket No. R97-1, USPS-T-15, Exhibit

Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal D-.fference Percent Difference

First-Class Letters and Flats - Single Piece 12,758.664 12,323.634 -135.080 -3.4%
First-Class Letters and Flats - Presort 4,047.084 4.065.590 18.506 0.5%
First-Class Cards - Single Piece 432.261 432.261 0.000 0.0%
First-Class Cards - Private Presort 160.123 164.406 4.283 27%
Total First Class 17,398.132 16,985.891 -412.241 -2.4%
Total Periodical 2,003.474 2,003.474 0.000 0.0%
Standard Single Piece -0.298 -0.298

Standard Reguiar 5,191.674 5,191.674 0.000 0.0%
Standard Regular Enhanced Carrier Route 1,885.248 1,885.248 0.000 0.0%
Standard Regular and Enhanced Carrier Route 7,076.922 7,076.922 0.000

Standard Nonprofit 1,107.105 1.107.105 0.000 0.0%
Standard Nonprofit Fnhanced Carrier Route 125.121 125121 0.000 0.0%
Tatal Standard A 8,308.850 8,308 850 0.000 0.0%
Total Standard B 1,403.285 1,405.285 0.000 0.0%
Priority Mail, Express Mail and Mailgrams 2,677.289 2,677.289 0.000 0.0%
Postal Penalty and Free-for-the Blind 31.757 31.757 0.000 3.0%
Total Domestic Mail 31,824.787 31412546 412.241 -1.3%
International Mail 1,206.030 1,206.030 0.000 0.0%
Special Services 1,284.854 1,284 854 0.000 0.0%
Other Variable Costs 170.322 170.322 0.000 0.0%
Attributable Costs 34,485,993 34,073.752 412,241 -1.2%
Tatal Other Costs 26,683.278 26.683.278 0.000 0.0%
Prior Years Loss Recovery 446.933 446.933 0.000 0.0%
Total Costs 61,616.204 61,203.963 -432.241 0.7%

USPS-15] {revised 8/22/97)).

Note: In the alternate proposal, First-Class workshared BY%8 volume
variable costs as calculated by Patelunas may be adjusted to continue the
historical CRA cost decline in mail processing and to include forwarding
cost savings. In this particular scenario, the adjustments are:

Mail Processing Cost
Forwarding Cost

-0.30196
-0.00262
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Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Dofference Percent Difference
First-Class Single Piece Letters Rate 0.330 0.330 0.000 0.0%
First-Class Letters and Flats - Workshared Discount Change from Current Rates: a
Nonautomated Presort 0020 0.025 0.005 25.0%
Automated Basic Letters 0.055 0.068 0.013 23.6%
Automnated Basic Flats 0.030 0.040 0.010 33.3%
Automated 3-Digit Letters 0.065 0.075 0.010 15.4%
Automated 5-Digit Letters 0.081 0.089 0.008 9.9%
Automated 3/5-Digit Flats 0.050 0.060 3010 20.0%
Automated Carrier-Route Letters 0.084 0.090 0.006 71%
First-Class Single Piece Cards Rate 0.210 0.210 0.000 0.0%
First-Class Private Cards - Workshared Discounts for:
Noenautomated Presort Cards 0.020 0.030 0.010 50.0%
Automated Basic Cards 0.034 0.044 0.010 29.4%
Automated 3-Digit Cards 0.040 0.051 0.011 27.5%
Autornated 5-Digit Cards 0.051 0.067 0.016 3L.4%
Automated Carrier-Route Cards 0.054 0.070 0.016 29.6%
Standard Regular Discount Decrease and Enhanced Carrier Route Rate Increase from Proposed R97-1 0.000
Standard Regular Nonautomated Basic Letters Rate 0.247 0.247 0.000 0.0%
Standard Regular Letters Discounts for:
Nonautomated Presort Letters 0.038 0.038 0.000 0.0%
Automated Basic Letters 0.058 0.058 0.000 0.0%
Automated 3-Digit Letters 0.069 0.069 .000 0.0%
Automated 5-Digit Letters 0.087 0.087 0.000 0.0%
Standard Regular Nonautcmated Basic Nonletters Rate 0.300 0.300 0.000 0.0%
Standard Regular Nonletters Discounts for:
Nonautormnated Presort Nonletters 0.060 0.060 0.000 0.0%
Automated Basic Flats 0.057 0.057 0.000 0.0%
Automated 3/5-Digit Flats 0.093 0.093 0.000 0.0%
Standard Regular Enhanced Carrier Route Basic Letters Rate 0.164 0.164 0.000 0.0%
Standard Regular Enhanced Carrier Route Letters Discounts for:
Automated 0.007 0.007 0.000 0.0%
High-Density Letters 0.021 0.021 0.000 0.0%
Saturation Letters 0.030 0.030 0.000 0.0%
Standard Regular Enhanced Carrier Route Basic Nonletters 0.164 0.164 0.000 0.0%
Standard Regular Enhanced Carrier Route Nenletters Discount for:
High-Density Nonletters 0.011 0.011 0.000 0.0%
Saturation Nonletters 0.023 0.023 0.000 0.0%
Discounts are inputs to the model and are the discount for one specific type of mail. The discounts for Proposed X97-1 are obtained from
Reguest of the United States Postal Service for a Recommended Decisjon on Changes in Rates of Postage and Fees for Posta] Services, Docket
No. R97-1. Discounts for an alternative proposal are set by the model user by changing each key rate or each discount and the mail type to
which the discount is reiative Key rates are shownonp. 3.
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First-Class Letters and Flats - Single Piece
First-Class .etters and Flats - Single Piece Additional Qunces
First-Class PRM and QBRM Letters
First-Class Letters and Flats - Workshared per Piece Rate
Nonautomated Presort
Automated Basic Letters
Automated Basic Flats
Automated 3-Digit Letters
Automated 3-Digit Letters
Automated 3/5-Digit Flats
Automated Carrier-Route Letters
First-Class Letters and Flats - Workshared per Pound Rate
Nonautomated Presort
Automated Basic Letters
Automated Basic Flats
Automated 3-Digit Letters
Automated 5-Digit Letters
Automated 3/ 5 Digit Flats
Automated Carrier-Route Letters
First-Class Letters and Flats - Workshared Ounces One to Two
First-Class Letters and Flats - Workshared Ounces Two to Three
First-Class Letters and Fiats - Workshared Cunces Over Three
First-Class Stamped Cards
First-Class PRM and QBRM Cards
First-Class Private Cards
Single Piece Cards
Nonautomated Presort Cards
Automated Basic Cards
Automated 3-Digit Cards
Automated 5-Digit Cards
Automated Carrier-Route Cards
Standard Single Piece
Standard Regular
Nonautomated Basic Letters
Nonautomated Basic Nonletters
Nonautomated Presort Letters
Nenautomated Presort Nonletters
Auntomated Basic Letters
Automated Basic Flats
Automated 3-Digit Letters
Automated 5-Digit Letters
Automated 3/5-Digit Flats
IStandard Regular - Second Ounce
Standard Regular - Third Chunce
Standard Regular - Qunces Above Third
Standard Regular Enhanced Carrier Route
Automated
Basic Letters
Basic Nonletters
High-Density Letters
High-Density Nonletters
Saturation Letters
Saturation Nonletters
Standard Enhanced Carrier Route - Second Ounce
Standard Enhanced Carrier Route - Third Qunce
Standard Enhanced Carrier Route - Cunces Above Third
|Standard Nonprofit
Standard Nonprofit Enhanced Carrier Route

Proposed R97-1

Alternate Proposal

0.3310
0.2300
0.3000

0.3106
0.2750
0.4071
0.2650
0.2490
0.2800
0.2460

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.2300
0.2300
0.2300
0.2160
0.1800

0.2156
0.1900
(.1760
01700
0.15%0
0.1560
0.9290

0.2470
0.2352
0.2002
0.1621
0.1890
0.1776
0.1703
0.1523
0.1304
0.0000
0.0000
0.0406

0.1570
0.1640
0.1153
0.1094
0.0664
0.1004
0.0653
0.0000
0.0000
0.0331
01250
0.0750

0.3310
0.2300
0.3000

D.3056
0.2620
0.3936
0.2550
0.2410
0.2700
0.2400

0.0000
0.0000
0.000C
0.0000
0.0000
0.0000
0.0000
0.2300
0.2300
0.2300
0.2100
0.1800

0.2156
0.1800
0.1660
0.1590
0.1430
0.1400
0.9290

0.2470
0.2352
0.2002
0.1621
0.1890
0.1776
0.1703
0.1523
0.1304
0.0000
0.0000
0.0406

0.1576
0,1640
0.1153
0.10%4
0.0664
0.1004
0.0653
0.0000
0.0000
0.0331
0.1250
0.0750

Revenue per piece for Proposed R97-1 is taken from Direct Testimony of David R. Fronk in Dacket No. R97-1, USFS-T-32,
Workpaper 1 and Direct Testimony of Joseph D. Moeller in Docket No. R97-1, USPS-T-36, Workpaper 1. Revere per piece
in the Alternative Proposal is the key rate per piece {p. 3) multiplied by the key rate to revenue per piece adjustment (p. 17).

Alternate Proposal
Compared to
Proposed R97-1
Difference

0.000
0.000
0.000

-0.005
-0.013
-0.014
-0.010
-0.008
-0.010
-0.006

0.000
0.000
0.000
0.000
0.000
(.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
-0.010
-0.010
-0.011
-0.016
-0.016

0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
{.600
0.000
0.000
0.000
0.000
0.000
0.000
0.000
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Proposed R97-1  Alternate Proposal
First-Class Single Piece 32.35% 32.35%
First-Class Workshared
Second Qunce 3.40% 3.40%
Third Ounce 0.93% 0.93%
Ounces Above Third Cunce 0.70% 0.70%
Standard Regular
Second Qunce 50.25% 50.25%
Third Ounce 29.46% 29.46%
Cunces Above Third Qunce 98.88% 98.88%
Standard Enhanced Carrier Route
Second Ounce 63.02% 63.02%
Third Ounce 42.42% 42.42%
Qunces Above Third Qunce 129.16% 129.16%
Additional ounces charged for as a percentage of first cunces is cbtained from revised attachment to
MMA /USPS-T32-1 for First-Class and LR-H-182, "Standard Mail (A) Unit Cost by Weight Increment,”
Table 1 for standard {A). The data are shown in sheet Weight Data.

.......

T

AR Vanatiee T

Base Values Proposed R97-1  Alternale Proposal Difference
Real GDP Growth 25% 25% 0.000
Overall Price Index 1.106 1.147 1.147 0.000
Real Wholesale Price of Pulp and Paper 1.676 1.737 1.737 0.000
Price of Printing 1.141 1.147 1.147 0.000
I'rice of Computer Equipment 0.314 0.206 0.206 0.000
CPM., Newspaper Advertising 1.698 1.662 1.662 0.000
CPM, Radio Advertising 1.319 1.331 1.331 0.000
CPM, Television Advertising 1.679 1.621 1.621 0.000
Permanent Income (1992 Dollars) 27.965 28.738 28.738 0.000
Transitory Income 0.823 0.815 0.815 0.000
Transitory Income Lagged Four Cuarters 0.825 0.823 0.823 0.000
Personal Consumption Expenditures 25.799 26.553 26.353 0.000
Population Over 22 Years of Age (millions) 182.771 185.198 185,198 0.000
Standard Regular Lagged Four Quarters 58,270.8%0 62,824 703 62,824.703 0.000
Standard Nonprofit 12,718.60% 13,058.111 13,058.111 0.000
Time Trend 815 87.5 87.5 0.000
Time 70.5 76.5 76.5 0.000

Exogenous and demographic variables are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1,
USPS-T-7, LR-H-173. Stardard regular and standard nonprofit valumes are obtained from Direct Testimony of George S.
Tolley in Docket No. R97-1, USPS-T-6, Table 2 (revised 10/9/97) and Table 3 (revised 10/9/97).

Aiternate Proposal
Compared to
Proposed R97-1
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Base Period Base Period
Volumes  Weights

Price Including User Cost

First-Class Letters Single Piece 0.3921
First-Class PRM and (QBRM Letters

First-Class Letters Workshared 0.3010
Nonrautomated Presort 1,961.642 0.3263
Automated Basic Lettors 656.213 0.3085
Automated Basic Flats 10.180 0.7693
Automated 3-Digit Letters 4,340.159 0.2884
Automated 5-Digit Letters 2,190.838 0.2893
Automated 3/5-Digit Flats 38.127 0.6976
Automated Carrier-Route Letters 482.584 0.3135
First-Class Stamped Cards 0.2000
First-Class PRM and QBRM Cards

First-Class Single Piece Cards 0.2067
Workshared Cards 0.1831
Nonautomated Presort 177.678 0187
Automated Basic 63.299 0.1758
Automated 3-Digit 135.603 0.1866
Automated 5-Digit 124.068 01771
Automated Carrier-Route 46.903 0.1820
Standard Single Piece 0.9740
Standard Regular Letters 0.2184
Standard Regular Flats 0.2880
Nonautomated Basic Letters 570.774 0.2449
Nonautemated Basic Nonletters 338.668 0.3684
Nonautomated Presort Letters 972.419 0.2198
Nonautomaled Presort Wonletters 680,099 0.3442
Automated Basic Letiers 528261 0.2105
Automated Basic Flats 52.064 0.3366
Automated 3-Digit Letters 1,478.976 0.2175
Automated 5 Digit Letters 1,126.496 0.2089
Automated 3/5-Digil Flats 1,983.321 0.2537
Standard ECR Letters 01332
Standard ECR Flats 0.1562
Automated 302.099 0.1363
Basic Letters 1,866.041 0.1377
Basic Nonletters 2,341.886 0.1746
High-Density Letters 61.473 0.1292
High-Density Nonletters ) 248.190 0.1587
Saturation Letters 654.207 0.1193
Saturation Nonletters 2,025.903 0.1345

First-Class Letter Worksharing Discount 0.0574

Proposed R97-1

Alternate Proposal

0.4032
.3000
0.3063
0.3460
0.3159
0.7236
0.2904
0.2866
0.7421
0.3209
0.2285

0.2161
0.1896
01967
0.1796
0.1911
0.1822
0.1911
10223
0.2160
0.3043
0.2459
0.3887
0.2196
0.3615
0.2069
0.3147
0.2193
0.1977
0.2700
0.1423
0.1551
0.1458
0.1509
0.1734
0.1263
0.1579
0.1176
0.1335
0.0601

0.4032
.3000
0.3009
0.3431
0.3036
0.7052
0.2832
0.2840
0.7182
0.3201
0.2285

0.2161
0.1844
0.1935
0.1721
0.1879
0.1721
0.1882
1.0223
0.2160
0.3043
0.2459
0.3887
0.2196
0.3615
0.2069
0.3147
0.2193
0.1977
0.2700
0.3423
0.1551
0.1458
0.1509
0.1734
0.1263
0.1579
0.1176
0.1335
0.0742

Alternate Proposal
Cornpared to
Propased R97-1

Difference

0.0000

0.0000
~0.0054
-0.0029
-0.0123
-0.0184
-0.0072
-0.0026
-0.0239
-0.0008

0.0000

0.0000
-0.0052
-0.0032
-0.0074
-0.0032
-0.0101
-0.0029

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0142
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Frowd Weight P G
Altertiate Proposal
Compared to
Proposed R97-1
Base Periocd Base Period
Volumes Weights Proposed R97-1  Alternate Proposal Difference
Price Excluding User Cost (Dollars per Piece)

First-Class Letters Single Piece 0.4032 0.4032 0.0000
First-Class PRM and QBRM Letters 0.3000 0.3000 0.0000
First-Class Letters Workshared
Nonautomated Presort 0.3414 0.3361 -0.0053
Automated Basic Letters 0.2823 0.2695 -0.0128
Automated Basic Flats 0.7005 0.6780 -0.0225
Automated 3-Digit Letters 0.2687 0.25%0 -0.0097
Automated 5-Digit Letters 0.2555 0.2477 -0.0078
Automated 3/5-Digit Flats 0.7302 0.7052 -0.0250
Automated Carrier-Route Letters ) 2559 0.2499 -0.0060
First-Class Stamped Cards 0.2285 0.2285 0.0000
First-Class PRM and QBRM Cards 0.1800 0.1800 0.0000
First-Class Single iece Cards 0.2161 0.2161 0.0000
Nonautomated Presort 0.1895 0.1795 -0.0100
Automated Basic 0.1755 0.1655 00100
Automated 3-Digit 0.1694 0.1585 -0.0110
Automated 5-Digit 0.1582 0.1423 -0.0159
Automated Carrier-Route 0.1552 0.1393 -0.0159
Standard Single Piece 1.0223 1.0223 0.0000
Standard Regular
Nonautomated Basic Letters 0.2459 0.2459 0.0000
Nonautomated Basic Nonletters 0.3887 0.3887 0.0000
Nonautomated Presort Letters 0.2017 0.2017 0.0000
Nonautomated Presort Nonletters 0.3253 0.3253 0.0000
Automated Basic Letters 0.1878 0.1878 0.0000
Automated Basic Flats 0.2978 0.2978 0.0000
Automated 3-Digit Letters 0.1721 0.172} 0.0000
Automated 5-Digit Letters 0.1517 0.1517 0.0000
Automated 3/5-Digit Flats 0.2304 (.2304 {.0000
Standard Regular Enhanced Carrier Route
Automated 0.1458 0.1458 0.0000
Basic Letters 0.1509 0.1509 0.0000
Basic Nonletters 0.1734 0.1734 0.0000
High-Density Letters 0.1263 0.1263 0.0000
High-Density Nonletters 0.1579 0.1579 0.0000
Saturation Letters 0.1176 0.1176 0.0000
Saturation Nonletters 0.1335 0,1335 0.0000
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Fivwd Welght Pricé Indices continisd

Base Period Base Period
Volumes Weights

User Cost
First-Class Letters Single Piece
First-Class PRM and QBRM Letters
First-Class Letters Workshared
Nonautomated Presort
Automated Basic Letters
Automaled Basic Flats
Automated 3-Digit Letters
Automated 3-Digit Letters
Automated 3/5-Digit Flats
Automated Carrier-Route Letters
First-Class Stamped Cards
First-Class PRM and QBRM Cards
First-Class Single Piece Cards
Nonautomated Presort
Automated Basic
Automated 3-Digit
Automated 5-Digit
Automated Carrier-Route
Standard Single Piece
Standard Reguiar
Nonautomated Basic Letters
Nonautomated Basic Nonletters
Nonautomated Presort Letters
Nonautomated Presort Nonletters
Automated Basic Letters
Autormated Basic Flats
Automated 3-Digit Letters
Automated 5-Digit Letters
Automated 3/5-Digit Flats
Standard Regular Enhanced Carrier Route
Automated
Basic Letters
Basic Nonletters
High-Density Letters
High-Density Nonletters
Saturation Letters
Saturation Nonletiers

Exogenous and demographic variables are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1,

USPS-T-7, LR-H-173.

Proposed R97-1

Alternate Proposal

‘Alternate f’roposal
Compared to
Propcsed R97-1

Difference

0.0000
0.0000

0.0046
0.0336
0.0231
0.0216
0.0311
00119
0.0650
¢.0000
0.0000
0.0000
0.0072
0.0041
0.0217
0.0240
0.0359
0.0000

0.0000
0.0000
0.0179
0.0361
0.0191
0.0169
0.0472
0.0460
0.0397

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

(.0000
0.0000

0.0070
0.0341
0.0272
0.0242
0.0343
(.0130
0.0762
0.0000
0.0000
0.0000
0.0140
0.0066
0.0294
0.0299
0.0489
(.0000

0.0000
0.0000
0.0179
0.0361
0.0191
0.0169
0.0472
0.0460
0.0397

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

0.0000
0.0000

0.0024
0.0005
0.0041
0.0025
0.0052
0.0011
0.0052
0.0000
0.0000
0.0000
0.0068
0.0025
0.0078
0.0059
0.0130
0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.6600
0.0000
0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
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Base Period Base Pertod
Volumes Weights Proposed R97-1  Altermate Proposal

Alternate Propos.al
Compared to
Proposed R97-1

Difference

First-Class Single Piece 1.003 1.003
First-Class Letters and Flats - Single Piece Additional Ounces 1.000 1.000
First-Class PRM and QBRM Letters 1.000 1.000
First-Class Letters and Flats - Workshared per Piece Rate

Nonautomated Presort 1.002 1.002
Automnated Basic Letters 1.000 1.000
Automated Basic Flats 1,357 1.357
Automated 3-Digit Letters 1.000 1.000
Automated 5-Digit Letters 1.000 1.000
Automaled 3/5-Digit Flats 1.000 1.000
Automated Carrier-Route Letters 1.000 1.000
First-Class Letters and Flats - Workshared per Pound Rate

Nonautomated Presort 0.000 1.000
Automated Basic Letters 0.000 1.000
Autormated Basic Flats 0.000 1.357
Automated 3-Digit Letters 0.000 1.000
Automated 5-Digit Letters 0.000 1.000
Automated 3/5-Digit Flats 0.000 1.000
Automated Carrier-Route Letters 0.000 1.000
First-Class Letters and Flats - Workshared Second Ounce 1.000 1.000
First-Class Letters and Flats - Workshared Third Cunce 1.000 1.000
First-Class Letters and Flats - Workshared Ounces Above 3 1.000 1.000
First-Class Stamped Cards 1.000 1.000
First-Class PRM and QBRM Cards 1.000 £.000
First-Class Private Cards

Single Piece Cards 1.027 1.027
MNonautomated Presort 1.000 1.000
Automated Basic 1.000 1.000
Automated 3-Digit 1.000 1.000
Automated 5-Digit 1.000 1.000
Automated Carrier-Route 1.000 1.000
Standard Single Piece 2.815 2.815
Standard Regular

Nonautomated Basic Letters 1.000 1.000
Nonautomated Basic Nonletters 0.784 0.784
Nonautomated Presort Letters 0.938 0.938
Nonautomated Presort Nonletters 0.676 0.676
Automated Basic Letters 1.000 1.000
Automated Basic Flats 0.731 0.731
Auntomated 3-Digit Letters 0.957 0.957
Autcmated 5-Digit Letters 0.952 0.952
Automated 3/5-Digit Flats 0.630 0.630
Standard Regular - Second Ounce 1.000 1.000
Standard Regular - Third Cunce 1.0060 1.000
Standard Regular - Ounces Above Third 1.000 1.000
Standard Reguiar Enhanced Carrier Route

Automated 1.000 1.000
Basic Letters 1.000 1.000
Basic Nonletters 0.703 0.703
High-Density Letters 0.763 0.765
High-Density Nonletters 0.434 0.434
Saturation Letters 0.749 0.749
Saturation Nonletters 0.463 0.463
Standard Enhanced Carrier Route - Second Cunce 1.000 1.000
Standard Enhanced Carrier Route - Third OQunce 1.000 1.000
Standard Enhanced Carrier Route - Ounces Above Third 1.000 1.000

The key rate to revenue adjustment is the ratio of the key rate per piece (p. 13) to revenue per piece (p. 12).

0.000
0.000
.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000

1.000
1.000
1.357
1.000
1.000
1.000
1.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.00G

0.000
0.400
0.000
0.000
0.000
0.000
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Alternite Proposal
Compared to
Propased R97-)

Proposed R97-1  Alternate Proposal Difference
First-Class Single Piece 0.997 0.997 0.000
First-Class PRM and QBRM Letters 1.000 1.000 0.000
First-Class Letters Workshared
Nonautemated Presort 1.062 1.062 0.000
Automated Basic Letters 0.985 0.98% 0.000
Automated Basic Flats 2.248 2.248 0.000
Automated 3-Digit Letters 0.972 0.972 0,000
Automated 3-Digit Letters 0.980 0.980 0.000
Automated 3/5-Digit Flats 2504 2.504 G.000
Automated Carrier-Route Letters 0.993 0.993 0.000
First-Class Stamped Cards 1.088 1.088 0.000
First-Class PRM and (QBRM Cards 1.000 1.000 0.000
First-Class Private Cards
Single Piece Cards 1.029 1.029 0.000
Nonautomated Presort 0.997 0.997 0.000
Automated Basic 0.997 0.997 0.000
Automated 3-Digit 0.997 0.997 0.000
Automated 5-Digit 0.995 0.995 0.000
Auntomated Carrier-Route 0.995 0.995 0.000
Standard Single Piece 3.098 3.098 0.000
Standard Regular
Noenautomated Basic Letters 0.856 0.856 0.000
Nonautomated Basic Nonletters 1.143 1.143 0.000
Nonautomated Presort Letters 0.810 0.810 0.000
Nonautomated Presort Nonletters 1.161 1.161 0.000
Automated Basic Letters . 0.819 0.819 0.000
Automated Basic Flats 1.052 1.052 0.000
Automated 3-Digit Letters 0.789 0.789 0.000
Automated 5-Digit Letters 0.758 0.758 0.000
Automated 3/5-Digit Flats 0.932 0.932 0.000
Standard Regular Enhanced Carrier Route
Automated 0.730 0.730 0.000
Basic Letters 0.730 0.730 0.000
Basic Nonletters 0.839 0.839 0.000
High-Density Letters 0.680 0.680 0.000
High-Density Nonletiers 0.807 0.807 0.000
Saturation Letters 0.665 0.665 0.000
Saturation Nonletters 0727 0.727 0.000
First-Class Letter Worksharing Discount 1.092 1.092 0.000

‘The key rate to fixed weight index adjustznent is the ratio of the key rate per piece (p. 3) to fixed weight indices (p. 14).
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o e Molwme and Share Adjustments
Test Year
1998 After Alternate
Rates Tolley Proposed R97- Proposal
Volume Volume 1 Unadjusted Unadjusted
Adjustment  Forecast Volume Volume
First-Class Letters Single Fiece 0.47% 34,413.387 534,157.511 52,305.423
First-Class Letlers Workshared 267% 41,033,182 39,967.926 42,104.148
First-Class Single Piece Cards -1.04% 2,476.656 2,502,698 2,502.698
First-Class Presort Cards 3.58% 2,463.386 2378177 2,441.782
Standard Single Piece 1.21% 161.574 159.641 159.641
Standard Regular Letters 4.63%  24,306.837 23,231.926 23,231.926
Standard Regular Flats 157% 13,320.717 12,986.521 12,986.521
Standard ECR Letters 2.44% 8,712,800 8,505.278 8,505.278
Standard ECR Flats 5.33% 19,973.382 18,962 447 18,962.447
Test Year
1993 After Alternate
Rates Tolley Proposed R97- Proposal
Share Share 1 Unadjusted Unadjusted
Adjustment  Forecast Share Share
First-Class Letters and Flats - Workshared
Nonautomated Presort 0.35% 11.83% 11.79% 11.44%
Automated Basic Letters 3.68% 10.50% 10.13% 10.23%
Automated Basic Flais 8.97% 0.12% 0.11% 0.18%
Automated 3-Digit Latters {.06% 5(.88% 48,90% 49.88%
Automated 5-Digit Letters 4.99% 23.12% 22.02% 22.14%
Automated 3/5-Digil Flats 1.63% 0.57% 0.56% 0.58%
Automated Carrier-Route Letters 4.05% 297% 2.85% 3.72%
First-Class Private Cards
Nonautomated Presort Cards -1.67% 27.08% 27.54% 32.54%
Autormated Basic Cards 2.64% 13.82% 13.47% 14.11%
Automated 3-Digit Cards 1.55% 33.55% 33.04% 37.42%
Automated 5-Digit Cards 2.33% 21.38% 20.85% 22.56%
Automated Carrier-Route Cards -1.31% 4.16% 4.22% 8.26%
Standard Regular
Nonautomated Prescrt Letters 6.13% 11.94% i1.25% 11.25%
Nonautomated Presort Nonletters 0.75% 15.58% 15.47% 15.47%
Automated Basic Letters 4.31% 12.90% 12.37% 12.37%
Automated Basic Flats £.05% 1.95% 1.87% 1.87%
Autornated 3-Digit Letters 740% 39.23% 36.53% 36.53%
Automated 5-Digit Letters -2.24% 26.16% 26.76% 26.76%
Automated 3/5-Digit Flats -0.10% 68.71% 68.78% 68.78%

Volume and share adjustments are the ratio of test year 1998 after rates Tolley volume or share forecast

to the unadjusted volurne or share forecast. Tolley volumes and shares are obtained from Direct

Testimony of George 5. Tolley in Docket No. 97-1, USPS-T-6, Exhibit USTS-6A, Tables 2 and 4 (revised

10/9/97).

Note: Total Standard FCR Letters have been adjusted dewn by 25% o account for the movement from

ECR Basic Letters to Regular Automated 5 Digit Letters. Regular Automated 5-Digit Letters have

been adjusted upwards correspondingly.
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L Volwme Forecasts:

First-Class Letters and Flats - Single Piece
Rate Factors
Own-Price Elasticity - Sum
Cross Elasticities - Sum
First-Class Single-Piece Cards
Standard Regular
Worksharing First-Class Letters Discoun
MNon-Rate Factors
Permanent Income (1992 Dollars}
Transitory Income Lagged Four Quarters
Cross Volume Effects Lagged Four Quarters
Standard Bulk Regular
Standard Buik Nonprofit
Decliming Worksharing User Costs
Time Trend
Time Trend Squared
Adult Population
Composite Factors
Base Volume
Volume Adjustment
MC96-3 Adjustment
Net Trend

|First -Class Letters Workshared

Rates

Own-Price Elasticity - Sum

Cross Flasticities - Sum
Workshared First-Class Cards
Standard Regular
Worksharing First-Class Letters Discoun

Non-Rates

Permanent Income (1992 Dollars)

Transitory Income

Declining Worksharing User Costs
Time Trend

Adult Population

Carmposite Factors

Base Volume

Volume Adjustment

MC96-3 Adjustment

Net Trend

First-Class Private Single Piece Cards
Rate Factors

Own-Price Hasticity - Sum
Cross Elasticities - Surn
First-Class Letters
Non-Rate Factors
Permarent Income (1992 Dollars)
Adult Population
Z-Variable
Parameter 1
Parameter 2
Parameter 3
Composite Factors
Base Volume
Volume Adjustment
MC96-3 Adjustment
Net Trend

Coefficients Base Values

-0.18¢9
0.005

0.019
-0.164

D.456
0.135

0.040
0.013

231

-0.331
1.000

-0.289
0.006

0.035
0.222

0.405
0.361

0.727

-0.944

0.197

0.699
1.000

0.379
241.817
0.135

Proposed R97-1

Alternate Proposal

0.354486

0.186856
0.197477
0.051931

27.965
0.825

24.525
5.353

815
257,185,184
182.771

53,738.949
1.020923
1.000002
1.000000

0.272090

0.165549
0.197477
0.051931

27.965
0.823

81.5
182.771

39,160.557
0.944110
1.000000
1.000000

0.186856

0.354486

27.965
182771
1.451180

70.5

2,437,427
1.000000
1.000000
1.000013

1.001568

1.000041
0.999102
0.998636

0.012427
-0.000375

0.002482
0.000172

0.168426
-0.208612
0.01319)

53,738.949
1.020923
1.000002
1.000000

1.005386

0.999992
0.998347
1.001849

0.011031
-0.003501

0.051643
0.0131%0

39,160.557
0.944110
1.000000
1,000000

0.992200
0.998368

0.015039
0.013190
0.003648

76.5

2437427
1.000000
1.000000
1.000013

1.001568

1.000041
0.999102
0.964485

0.012421
-0.000375

0.002482
0.000172

0.168426
-0.208612
0.013190

53,738.949
1.020923
1.000002
1.000000

1.010561

0.999824
0.998347
1.050168

0.011031
-0.003501

0.051643
0.013190

39,160.557
0.944110
1.000000
1.000000

0.992200
0.998368

0.019039
0.013190
0.003648

76.5

2437427
1.000000
1.000000
1.000013

ABA/EEI'NAPM-T-I
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TR Yolyme Forerasts sontinned:

Coefficients Base Values

Proposed R97-1  Alternate Proposal

First-Class Presort Cards
Rate Factors

Own-Price Elasticity - Sum -0.944 0.163549
Cross Elasticities - Sum

First-Class Letters 0.197 0.354486
Non-Rate Factors
Permanent Income (1992 Dollars) 0.699 27.965
Adult Population 1.000 182.771
Z-Vanable 1.451180

Parameter 1 0.379

Parameter 2 241.817

Parameter 3 0.135 70.5
Composite Factors
Base Volume 2,209.508
Volume Adjustment 1.000000
MC96-3 Adjustment 1.000000
Net Trend 1.000025
Standard Single Piece
Rates
Own-Price Elasticity - Sum -0.654 0.880529
Non-Rates
Permanent Income {1992 Dollars) 0.099 27.965
Transitory Income 0.220 0.823
Adult Population 1 18271
Composite Factors
Base Volume 158.735
Volume Adjustment 1.000000
M(C96-3 Adjustment 0.999986
Net Trend 1.000000
Standard Regular
Rate Factors
Cwn-Price Elasticity - Sum -0.382

Letters 0.197477

Flats 0.260348
Cross Flasticities - Sum

First-Class Letters 0.130 0.354486
MNon-Rate Faclors
Real Price of Paper -0.601 1515
Price of Printing -0.121 1.141
Price of Computer Equipment -0.077 0314
CPM, Newspaper Advertising 0.793 1.698
CI'M, Television Advertising 0.151 1.679
Personal Consumption Expenditures 1.618 25.799
Adult Population 1.000 182,771
Composite Factors
Base Volume - Letters 18,707.702
Base Volume - Flats 12,216,609
Volume Adjustment 1.000000
MC96-3 Adjustment 1.000000
Net Trend 1.000000

1.001330 1028111
(998368 0.998368
0.01%039 0.019039
0.013190 0.0131%0
0.003648 0.003648
76.5 76.5
2,209.508 2,209.508
2.060000 1.000000
1.000000 1.000000
1.038722 1.038722
0.991982 0.991982
0.002697 0.002697
-0.00214 -0.002134
0.013190 0.013190
158.735 158.735
1.000000 1.000000
0.999585 0.999986
1.000000 1.000000
1.018219 1.018219
0.992752 0.992752
0.998923 0.998923
0.000263 0.000263
-0.000668 -0.000668
0.032254 (.032254
-2.016824 -0.016824
-0.003327 -0.005327
0.046580 0.046580
1.0131%¢ 3.013192
18,707.702 18,707.702
12,216,609 12,216.609
1.000000 1.000000
1.000000 1.000000
1.000000 1.000000

ABA/EEINAPM-T-1
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Coefficients Base Values

Standard Repular Enhanced Camier Route

Rate Factors
Own-Price Elasticity - Sum -0.598
Letters
Flats
Narn-Rate Factors .
Real Price of Paper -0.861
Price of Printing -1.335
CPM, Newspaper Advertising 1.558
CPM, Radio Advertising 0.37%
Persenal Conswmnption Expenditures 0.851
Adult Population 1.000

Comnposite Factors
Base Volume - Letters
Base Volume - Flats
Volume Adjustment
MCY96-3 Adjustment
Net Trend

Proposed R97-1

Alternate Proposal

0.120387
0.141174

1515
1.141
1.698
1.319
25.799
182.771

11,535.279
18,463.927
1.0660660
1.000000
1.000000

0.982163
1.026017

0.000376
-0.007371
-0.033055

0.003317

0.024499

0.013190

11.535.279
18,463.927
1.060600
1.000000
1.000000

0.982163
1.026017

0.000378
-0.067371
-0.033055

0.003317

0.024499

0.013190

11,535.279
18.463.927
1.600000
1.000000
1.000000

Volume regressions are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1, USPS-T-7
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First-Class Nonautomated Presort
Unadjusted Share
Share Adjusted for TYAR
Share Adjusted to Sum to Unity
Discount (Dollars per Piece) '
Mu
Sigma
Mu not Including Opportunity Costs
Opportunity Cosl
Average User Cost

First-Class Automated Basic 1.etters

Unadjusted Share
Share Adjusted for TYAR
Share Adjusted to Sum to Unity
Discount (Dollars per Piece)
Mu
Sigma
Mu not Including Opportunity Costs
Opportunity Cost
Average User Cost

First-Class Automated Basic Flats
Unadjusted Share
Share Adjusted for TYAR
Share Adjusted to Sum to Unity
Discount (Dollars per Piece)
Mu
Sigma
Mu not Including Cpportunity Costs
Opportunity Cost
Average User Cost

First-Class Automated 3.-Digit Letters
Unadjusted Share
Share Adjusted for TYAR
Share Adjusted to Sum to Unity
Discount (Dollars per Piece)
Mu
Sigma
Mu not Including Opportunity Costs
Opportunity Cost
Average User Cost

First-Class Automated 5-Digit Lekters
Unadjusted Share
Share Adjusted for TYAR
Share Adjusted to Sum to Unity
Discount (Dollars per Piece}
Mu
Sigma
Mu not Including Opportunity Costs
Opportunity Cost
Average User Cost

First-Class Automated 3/5-Digit Flats

Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount {Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Oppertunity Cost

Average User Cost

Base Values

0.025
0.0709
0.0317

10.21%

0.059
0.0311
0.0047

0.11%

8.030
0.0283
0.0047

48.30%

0.066
0.0258
0.0144

21.89%

8.082
0.0352
0.0144

0.55%

0.050
0.0125
0.0144

Proposed R97-1

Alternate Proposaj

11.79%
11.83%
11.83%
0.620
0.0765
0.0317
0.0421
0.0018
0.0046

10.13%
10.50%
10.50%
0.055
0.0339
0.0047
0.0321
0.0422
0.0336

0.1i%
0.12%
0.12%

0.430
0.0286
0.0047
0.0286
0.0000
0.0231

48.90%
50.88%
50.88%
0.065
0.0214
0.0144
0.0082
0.0212
0.0216

22.02%
3.12%
23.12%
0.081
0.0316
0.0144
0.0082
0.0110
0.0511

0.56%
0.57%
0.57%

0.050
0.0082
0.0144
0.0082
00002
0.0119

11.44%
11.48%
11.27%
0.825
0.0826
0.0317
0.0421
0.0021
0.0070

10.23%
10.60%
10.41%
0.068
.0341
0.0047
0.0321
0.0035
0.0341

G.18%
0.19%
0.19%

0.040
0.0286
0.0047
0.0286
0.0000
0.0272

49.88%
51.90%
50.54%
0.075
0.0233
0.0144
0.0082
(.0253
0.0242

22.14%
23.24%
22.81%
0.089
0.0370
0.0144
0.0082
0.0117
0.0363

0.58%
0.59%
0.58%

0.060
0.0082
0.0144
0.0082
0.0003
0.0130
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e " Share Forecasts tontinued <0
Base Values Proposed R97-1
First-Class Autornated Carrier-Route Letters
Unadjusted Share 3.37% 2.85%
Share Adjusted for TYAR 297%
Share Adjusted to Sum to Unity 2.97%
Discount (Dollars per Piece) 0.090 0.084
Mu 0.1083 0.1060
Sigima 0.0170 0.0170
Mu not Including Opportunity Costs 0.1060
Opportunity Cost 0.0005
Average User Cost 0.0650
First-Class Nonautomated Presort Cards
Unadjusted Share 29.00% 27.54%
Share Adjusted for TYAR 27.08%
Share Adjusted to Sum to Unity 27.08%
Discgunt {(Dollars per Piece} 3.020 0.020
Mu 0.0291 0.0303
Sigma 0.0152 0.0152
Mu not Including Opportunity Costs 0.0146
Opportunity Cost 0.0035
Average User Cost 0.0072
First-Class Automated Basic Cards
Unadjusted Share 13.31% 13 47%
Share Adjusted for TYAR 13.82%
Share Adjusted to Sum to Unity 13.82%
Discount (Dollars per Piece) 0.034 0.034
Mu 0.1190 0.1174
Sigma 0.0952 0.0952
Mu not Including Opportunity Costs 0.1079
Cpportunity Cost 0.0040
Average User Cost 00041
First-Class Automated 3-Digit Cards
Unadjusted Share 30.17% 33.04%
Share Adjusted for TYAR 33.535%
Share Adjusted to Sum to Unity 33.55%
Discount (Dollars per Piece) 0.041 0.040
Mu 0.0351 0.0311
Sigma 0.0115 0.0115
Mu not Including Opportunity Costs 00179
Opportunity Cost 0.0060
Average User Cost 0.0217
First-Class Automated 5-Digit Cards
Unadjusted Share 21.52% 20.85%
Share Adjusted for TYAR 21.38%
Share Adjusted to Sum to Unity 21.38%
Discount (Dollars per Piece) 0.057 0.051
Mu 0.0299 0.0275
Sigma 0.0144 0.0115
Mu rot Including Opportunity Costs 0.0179
Opportunity Cost 0.0056
Average User Cost 0.0240
|First-Class Automated Carrier-Route Cards
Unadjusted Share 6.00% 4.22%
Share Adjusted for TYAR 4.16%
Share Adjusted to Sum to Unity 4.16%
Discount (Dollars per Piece) 0.060 0.054
Mu 0.0759 0.0777
Sigma 0.0170 0.0170
Mu not Including Opportunity Costs 00777
Opportunity Cost 0.0008
Average User Cost 0.0359

Alternate Proposal

3.72%
3.87%
3.80%
0.090
0.1060
0.0170
0.1060
0.0007
0.0702

32.54%
31.99%
27.64%
0.030
0.0363
0.0152
0.0146
0.0052
0.0140

1411%
14.48%
12.51%
0.644
0.1211
0.0952
D0.1079
0.0053
0.0066

37.42%
37.99%
32.83%
0.051
0.0368
0.0115
0.0179
0.0081
0.0294

22.56%
23.13%
19.98%
0.067
0.0312
0.0115
0.0179
0.0084
0.0299

8.26%
8.15%
7.04%

0.070
0.0777
0.0170

0.0017
0.0489

ABA/EEI/NAPM-T-1
Technical Appendix C.1
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Cost Coverage Model

" Share Forecasts contioned ©

Standard Regular Nonautomated Presort Letters

Unadjusted Share

Share Adjusted for TYAR

Discount {Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

Unadjusted Share

Share Adjusted for TYAR

Discount (Dollars per Piece)

Mu

Sigmma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

Standard Regular Automated Basic Letters
Unadjusted Share

Share Adjusted for TYAR

Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

Standard Regular Automated Basic Flats
Unadjusted Share

Share Adjusted for TYAR

Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

Stanidard Regular Automated 3-Digit Letters
Unadjusted Share

Share Adjusted for TYAR

Discount (Dollars per Piece}

Mu

Sigma

Mu not Including Oppertunity Costs
Opportunity Cost

Average User Cost

Standard Regular Automated 5-Eligit Letters
Unadjusted Share

Share Adjusted for TYAR

Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

Standard Regular Automated 3/5 Digit Flats
Unadjusted Share

Share Adjusted for TYAR

Discount {Dollars per Piece)

Mu

Sigma

Mu not Induding Opportunity Costs
Opportunity Cost

Averapge User Cost

Standard Repular Nonautomated Presort Nonletters

Base Values Proposed R97-1  Alternate Proposal
15.17% 11.25% 11.25%
11.94% 11.94%
0.047 0.038 0.038
0,111% 0.1060 0.1060
0.0252 0.0252 0.0252
0.0823 0.0823
0.0023 0.0023
0.0179 0.0179
19.86% 15.47% 15.47%
15.58% 15.58%
0.081 0.060 0.060
0.1330 0.1190 0.1190
0.0252 0.0252 0.0252
0.0823 0.0823
0.0037 0.0037
0.0361 0.0361
14.85% 12.37% 12.37%
12.90% 12.90%
0.073 {.058 0.058
0.0197 0.0190 0.0190
0.0049 0.0049 0.0049
0.0168 0.0168
0.0048 0.0048
0.019t 0.0191
1.74% 1.87% 1.87%
1.95% 1.95%
0.029 0.057 0.657
0.0164 0.0168 0.0168
0.0049 0.0049 0.0049
0.0168 0.0168
0.0008 0.0008
0.0169 0.0169
46.54% 36.53% 36.53%
39.13% 39.23%
0.081 0.069 0.069
0.0468 0.0492 0.0492
0.0076 0.0076 0.0076
0,0360 0.0360
0.0080 0.0080
0.0472 0.0472
14.29% 26.76% 26.76%
26.16% 26.16%
0.101 0.087 0.087
0.0566 0.0462 0.0462
0.0076 0.0076 0.0076
0.0360 0.0360
0.0110 0.0110
0.0460 0.0460
68.84% 68.78% 68.78%
68.71% 68.71%
0.117 0.093 0,093
0.0422 0.0397 0.0397
0.0076 0.6076 0.0076
0.0360 0.0360
0.0367 0.0367
0.0397 0.0397

ABA/EE/NAPM-T-1
Technical Appendix C.1
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First-Class Workshared Rates at Corrected Cost-Based Calculation of Discounts  Technical Appendix C.1

LR Share Foretasts continged |

Base Values Proposed R97-1

Alternate Proposal

Standard Regular Enhanced Carrier Route Test Year After-Rates Shares

Standard Regular ECR Automated

Standard Regular ECR Automated Basic Letters
Standard Regular ECR Automated Basic Nenletters
Standard Regular ECR High Density Letters
Standard Regular ECR High-Density Nonletters
Standard Regular ECR Saturation Letters

Standard Regular ECR Saturation Nonletters

23.64%
36.43%
33.37%

4.31%

5.78%
35.42%
40.85%

23.64%
36.43%
33.37%

4.51%

578%
3542%
40.85%

Volume regressions are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1, USPS-T-7
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Standard (A) Commercial Cost Coverage Increase

Ll e

Proposed R97-1  Alternate Proposal

First-Class Letters and Flats - Single Piece 173.60% 173.64%
First-Class Letters and Flats - Presort 283.32% 275.61%
First-Class Cards - Single Piece 152.92% 152.92%
First-Class Cards - Private Presort 267.27% 248.54%
Tolal First Class 199.47% 198.46%
Total Periodical 106.10% 106.10%
Standard Single Piece

Standard Regular 154.52% 163.61%
Standard Regular Enhanced Carrier Route 228.30% 240.87%
Standard Regular and Enhanced Carrier Route 174.17% 183.81%
Standard Nonprofit 122.07% 122.07%
Standard Nonprofit Enhanced Carrier Route 160.97% 160.97%
Total Standard A 167.04% 175.12%
Total Standard B 121.85% 121.85%
Priority Mail, Express Mail and Mailgrams 194.17% 194.17%
Postal Penalty and Free-for-the Blind 0.00% 0.00%
International Mail 136.30% 136.30%
Special Serpices 159.52% 159.52%
Attributable Costs 178.42% 179.66%
Total 100.06% 100.09%

Cost coverage for a mail type is the ratio of revenue {p. §) to volume variable cost (p. 10) for the mail type.

Alternate Proposal
Compared to
Prcposed R97-1
Difference

0.04%
-7.71%
0.00%
-18.73%
-1.00%
0.00%

9.09%
12.57%
9.64%
0.00%
0.00%
8.09%
0.00%
0.00%
0.00%
0.00%
0.00%
1.24%
0.03%
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ey Rate per Piece (Dollars per Piecey - . _
Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference
First-Class Letters and Flats - Single Piece 3330 0.330 0.000 0.0%
First-Class Letters and Flats - Single Piece Additional Ounces 0.230 0.230 0.000 0.0%
First-Class PRM and QBRM Letters 0.300 0.300 0.000 0.0%
First-Class Letters and Flats - Workshared per Piece Rate
Nonautomated Presort 0.310 0.300 -0.010 -32%
Automated Basic Letters 0.275 0.261 -0.014 -5.1%
Automated Basic Flats 0.300 0.290 -0.010 -3.3%
Automated 3-Digit Letters 0.265 0.244 -0.021 -7.9%
Automated 5-Digit Letters 0.249 0.228 -0.021 -8.4%
Automated 3/5-Digit Flats 0.280 0.270 -0.010 -3.6%
Automated Carrier-Route Letters 0.246 0.225 -0.021 -8.5%
First-Class Letters and Flats - Workshared per Pound Rate
Nonautomated Presort 0.000 0.000 0.000 —
Automated Basic Letters 0.000 0.000 0.000 -—
Automated Basic Flats 0.000 0.000 0.000 —
Automated 3-Digit Letters 0.000 0.000 0.000 --
Automated 5-Digit Letters 0.000 0.000 0.000 —
Automated 3/5-Digit Flats 0.000 0.000 0.000 —
Automated Carrier-Route Letters 0.000 0.000 0.000 —
First-Class Letters and Flats - Workshared Second Ounce 0.230 0.230 0.000 0.0%
First-Class Letters and Flats - Workshared Third Cunce 0.230 0.230 0.000 0.0%
First-Class Letters and Flats - Workshared Qunces Above Third 0.230 0.230 0.000 0.0%
First-Class Stamped Cards 0.210 0.210 0.000 0.0%
First-Class PRM and QOBEM Cards 0.180 0.180 0.000 0.0%
First-Class Private Cards
Single Piece Cards 0.210 0.210 0.000 0.0%
Nonautomated Presort Cards 0.190 0.180 -0.010 -5.3%
Automated Basic Cards 0.176 0.166 -0.010 -3.7%
Automated 3-Digit Cards 0.170 0.159 -0.011 -6.5%
Automated 3-Digit Cards 0.159 0.143 -0.016 -10.1%
Automated Carrier-Route Cards 0.156 0.140 -0.016 -10.3%
Standard Single Piece 0.330 0.330 0.000 0.0%
Standard Regular
Nonautomated Basic Letters 0.247 0.247 0.000 0.0%
Nonautomated Basic Nonletters 0.300 0.300 0.000 0.0%
Nonautomated Presort Letters 0.209 0.221 0.012 57%
Nonautomated Presort Nonletters 0.240 0.252 0.012 5.0%
Automated Basic Letters 0.189 0.201 0.012 6.3%
Automated Basic Flats 0.243 0.255 0.012 4.9%
Automated 3-Digit Letters 0.178 0.190 0.012 6.7%
Automated 5-Digit Letters 0.160 0172 0.012 7.5%
Automated 3/5-Digit Flats 0.207 0.219 0.012 5.8%
Standard Regular - Second Ounce 0.000 0.000 0.000 —
Standard Regular - Third Cunce 0.000 0.000 0.000 —
Standard Regular - Ounces Above Third 0.041 0.041 0.000 0.0%
Standard Regular Enhanced Carrier Route
Automated 0.157 0.169 0.012 7.6%
Basic Letters 0.164 0.176 0.012 7.3%
Basic Nonletters 0.164 0.176 0.012 7.3%
High-Density Letters 0.143 0.155 0.012 8.4%
High-Density Nonletters 0153 0.165 0.012 7.8%
Saturation Letters 0.134 0.146 0.012 9.0%
Saturation Nonletters 0.141 0.153 0.012 8.5%
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First-Class Workshared Rates at Formal Proposal with Technical Appendix C.2
Standard (A) Commercial Cost Coverage Increase Page 4 of 26 (Revised 2/12/98)
y Rake per Piece {Dollars per Piece) continged .~ -
Alternate Proposal
Compared to
Proposed R97-1

Proposed R97-1  Alternate Proposal Difference Percent Difference
Standard Regular Enhanced Carrier Route - Second Qunce 0.000 0.000 0.000 —
Standard Regular Enhanced Carrier Route - Third Qunce 0.000 0.000 0.000 —
Standard Regular Enhanced Carrier Route - Ounces Above Third 0.033 0.033 0.000 0.0%

Key rates are inputs to the model and are the rate for one specific type of mail. The key rates for Proposed R97-1 are obtained from Reguest of
the United States Postal Service for a Recommended Decision on Changes in Rates of Postage and Fees for Postal Services, Docket No. R97-1.
Key rates for an alternative proposal are set by the model user by changing each key rate or each discount and the mail type to which the
discount is relative. Discounts are shown on p. 11.
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First-Class Workshared Rates at Formal Proposal with Technical Appendix C.2
Standard (A) Commercial Cost Coverage Increase Page 5 of 26 (Revised 2/12/98)
s : A‘iﬂﬁm 0‘ 3 P '. - ?eundRates [Dollam P"' Pivre 0‘! moume, BN R ]
Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference
First-Class Single Piece Additional Qunces 0.230 0.230 0.000 C.0%
First-Class Letters - Workshared per Pound Rate
Nonautomated Presort 0.000 0.000 0.000 —
Automnated Basic Letters 0.000 0.000 0.000 -—
Automated 3-Digit Letters 0.000 0.000 0.000 -—
Automated 3-Digit Letters 0.000 0.000 0.000 -
Automated Carrier-Route Letters 0.000 0.00¢ ¢.000 —
First-Class Workshared
Second Ounce 0.230 0.230 0.000 0.0%
Third Crunce 0.230 0.230 0.000 0.0%
Above Third Cunce 0.230 0,230 0.000 0.0%
Standard Regular Addition for Pound Rate 0.000 0.000 —
Standard Regular Additional Qunces
Second Ounce 0.000 0.000 0.000 —
Third Ounce 0.000 0.000 0.000 —
Above Third Cunce 0.041 0.041 0.000 —
Standard Enhanced Carrier Route Addition for Pound Rate 0.000 0.000 -
Standard Enhanced Carrier Route
Second Cunce 0.000 0.000 0.000 -
Third Ounce 0.000 0.000 0.000 —
Above Third Cunce 0.033 0.033 (1000 —
Additional ounce and pound rates are inputs to the model. The additional ounce and pound rates for Proposed R97-1 are obtained from
Request of the United States Postal Service for a Recommended Decision on Changes in Rates of Postage and Fees for Postal Services, Docket
No. R97-1. Additional ounce and pound rates for an alternative proposal are set by the modei user by changing each rate.

Rovemes Requirement (Mlas Ballany T
Alterniate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference

Total Revenues 61,651.8 61,157.2 494 668 -0.8%
Total Revenue Requirement (Equals Total Costs) 61,616.2 61,1028 -513.404 -0.8%
Net Surplus (Deficiency) 35.6 54.4 18.7 52.5%

Total Revenue is obtained from the Revenue Table on p. 6. Total Revenue Requirement (Total Costs) is obtained from the Cost Table on p.
10. Net Surplus(Defidency) is Total Revenues minus Total Revenue Requirement.
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G AR L Y el (Ml Hon Pleces) o 0 ) R '
Alternate Proposal
Compared to
Proposed K97-1
Proposed R97-1  Alterpate Proposal Difference Percent Difference
First-Class Letters and Flats - Single Piece 33,598.402 51,664.292 -1,934.110 -3.6%
First-Class Letters and Flats - Single Piece Additional Cunces 17,336.821 16,711.218 -625.603 -3.6%
First-Class PRM and QBRM Letters 919.400 886.123 -33.277 -3.6%
First-Class Letters and Flats - Workshared 41,033,182 43,654.438 2,621.236 6.4%
Nonautomated Presort 4,855.407 4,555.892 -299.515 6.2%
Automated Basic Letters 4,308.327 4,404.400 96.073 2.2%
Automated Basic Flats 49.024 79.694 30.670 62.6%
Automated 3-Digit Letters 20,879 382 21,827.083 947.701 4.5%
Automated 5-Digit Letters 9,488 132 9,763.032 274.900 2.9%
Automated 3/3-Digit Flats 235 507 244.708 9.201 3.9%
Automated Carrier-Route Letters 1,217.403 2779.628 1.562.225 128.3%
First-Class Letters and Flats - Workshared Ounces One to Two 1,395.201 1,484,328 89.127 6.4%
First-Class Letters and Flats - Workshared Ounces Two to Three 381.336 405.696 24.360 6.4%
First-Class Letters and Flats - Workshared Ounces Over Three 288.590 307.026 18.436 6.4%
First-Class Stamped Cards 583.005 583.005 0.000 0.0%
First-Class PRM and QBRM Cards 108.300 108.300 0.000 0.0%
First-Class Private Cards 4,831.742 4,897.626 65.884 1.4%
Single-Piece Cards 2,368.356 2,368.356 0.000 0.0%
MNonautomated Presort Cards 667.024 699.138 32114 4.8%
Automated Basic Cards 340.549 316.386 -24.163 7.1%
Automated 3-Digit Cards 826.560 830.263 3.703 0.4%
Automated 5-Digit Cards 526.697 505.418 -21.279 -4.0%
Automated Carrier-Route Cards 102.556 178.066 73.510 73.6%
Total First Class 101,074.031 101,793.784 719753 0.7%
Total Periodical 10,257.973 10,257.973 0.000 0.0%
Standard Single Piece
Standard Regular 37.627.554 37,259.927 -367.627 -1.0%
Nonautomated Basic Letters 2,373.994 4,208.111 i,834.117 77.3%
Nonautotnated Basic Nonletters 1,832.877 2,139.124 306.247 16.7%
Nonautomated Presort Letters 2,902.289 2,354.023 -548.266 -18.9%
Nonautomated Presort Nonletters 2,075.756 1,760.033 -315.723 -15.2%
Automated Basic Letters 3,136.543 3,096.007 -40.536 -1.3%
Automated Basic Flats 259.382 256204 -3.178 -1.2%
Automated 3-Digit Letters 9,535.365 8,141.179 -1.394.186 -14.6%
Automated 5-Digit Letters 6,358.646 6,266.499 -92.147 -1.4%
Automated 3/5-Digit Flats 9,152.702 9,038.748 -113.954 -1.2%
Standard Regular - Second Cunce 18,908.097 18,723.362 -184.735 -1.0%
Standard Regular - Third Cunce 11,086.356 10,978.041 -108.315 -1.0%
Standard Regular - Qunces Above Third 37,206.538 36,843.025 -363.514 -1.0%
Standard Regular Enhanced Carrier Route 28,686.182 27,692.407 -993.775 -3.5%
Automated 2,059.662 1,988.882 -70.780 -24%
Basic Letters 3,173.765 3,064.699 -109.066 -3.4%
Basic Nonletters 10.660.705 10,290.093 -370.612 -3.5%
High-Density Letters 392986 379.481 -13.505 -34%
High-Density Nonletters 1,154.078 1,113.957 -40.121 -35%
Saturation Letters 3,086.387 2,980.323 -106.064 3.4%
Saturation Nonletters 8,158.599 7,874.971 -283.628 -3.5%
Standard Enhanced Carrier Route - Second Cunce 18,077.614 17,451,351 -626.263 -3.5%
Standard Enhanced Carrier Route - Third Qunce 12,169.966 11,748.362 -421.604 -3.5%
Standard Enhanced Carrier Route - Qunces Above Third 37.051.988 35,768.397 -1,283.592 -3.5%
Standard Regular and Enhanced Carrier Route 66,313.736 64,952,334 -1,361.402 -2.1%
Standard Nonprofit 10,550.968 10,550,968 0.000 0.0%
Standard Nonprofit Enhanced Carrier Route 2,571.283 2,571.283 0.000 0.0%
Total Standard A 79,435.987 78,074.585 -1,361.402 -1.7%
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Proposed R97-1  Alternate Proposal Dufference

Alternate Proposal
Cempared to
Proposed R97-1

Percent Difference

Total Standard B 1,038.641 1,038.641 0.000
Priority Mail, Express Mail and Mailgrams 1,219.891 1,219.891 0.000
Postal Penalty and Free-for-the Blind 354.210 354.210 0.000
Total Domestic Mail 193,380.733 192,739.084 -641.649
International Mail 1,006.682 1,006.682 0.000
Total Domestic and International Mail 194,387 415 193,745.766 -641.649

Volume by mail type is obtained from the volume forecasting equations and shares shown on pp. 20-26 or set at the levels expected by the Postal
Service in R97-1 Proposed (as shown in Direct Testimony of Richard Patelunas in Docket No. R97-1, USPS-T-15, Exhibit USPS-15] (revised

8/22/97).

0.0%
0.0%
0.0%
-0.3%
0.0%
-03%
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T R LTI . (Milton Pollass) T -
Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference
First-Class Letters and Flats - Single Piece Per Piece 17,742,553 17,102.309 -640.244 -3.6%
First-Class Letters and Flats - Single Piece Additional Cunces 3,987 469 3,843.580 -143.889 -3.6%
First-Class PRM and QBRM Letters 275.820 265.837 -9.983 -3.6%
First-Class Single-Piece Letter Fees 142.918 142.918 0.000 0.0%
First-Class Letters and Flats - Workshared Total 11,466.008 11,316.107 -149.902 -1.3%
First-Class Letters and Flats - Workshared Per Piece 10,973.781 10,793.537 -180.244 -1.6%
Nonautomated Presort 1,508.028 1,369.357 -138.671 -9.2%
Automated Basic Letters 1,184.790 1,149.548 -35.242 -3.0%
Automated Basic Flats 19.959 31.365 11.405 57.1%
Automated 3-Digit Letters 5,533.036 5,325.808 -207.228 -3.7%
Automated 3-Digit Letters 2,362.545 2,225.971 -136.574 -5.8%
Automated 3/5-Digit Flats 65.942 66.071 0.129 0.2%
Automated Carrier-Route Letters 299 481 625.416 325.935 108.8%
First-Class Letters and Flats - Workshared Qunces One to Two 320.896 341.396 20.499 6.4%
First-Class Letters and Flats - Workshared Ounces Two to Three 87.707 93.310 5.603 6.4%
First-Class Letters and Flats - Workshared Qunces Over Three 66.376 70.616 4.240 6.4%
First-Class Letters and Flats - Workshared Fees 17.248 17.248 0.000 0.0%
First-Class Stamped Cards 122431 122.431 0.000 0.0%
First-Class PRM and QBRM Cards 19.454 19.494 0.000 0.0%
First-Class Private Cards 937.347 918.198 -19.349 2.1%
Single-Piece Cards 510.618 510.618 0.000 0.0%
Nonautomated Presort Cards 126.735 125.845 -0.890 07%
Automated Basic Cards 59.937 52.520 -7.417 -12.4%
Automated 3-Digit Cards 140.515 132.012 -8.503 -6.1%
Automated 3-Digit Cards 83.745 72,275 -11.470 -13.7%
Automated Carrier-Route Cards 15.999 24.929 8.930 55.8%
First-Class Single Piece Cards Fees 8.470 8470 @.000 0.0%
First-Class Workshared Cards Fees 1.035 1.035 0.000 0.0%
Total First Class 34,703.746 33,740.379 -963.367 -2.8%
Total Periodical 2,125.781 2,125.781 0.000 0.0%
Standard Single Piece
Standard Regular 8,022.045 8,411.008 388.963 4.8%
Nonautomated Basic Letters 586.377 1,039.403 453.027 77.3%
Nonautormated Basic Nonletters 431.007 503.022 72.015 16.7%
Nonautomated Presort Letters 581.072 498.363 -82.709 -14.2%
Nonautomated Presort Nonletters 336.537 2995618 -36.920 -11.0%
Automated Basic Letters 592.807 622.297 29.491 5.0%
Automated Basic Flats 46,060 47.742 1.682 3.7%
Automated 3-Digit Letters 1,624.239 1,480.245 -143 994 -8.9%
Automated 3-Digit Letters 968.666 1,026.226 57.560 5.9%
Automated 3/5-Digit Flats 1,193.906 1,247 391 53.486 4.5%
Standard Regular - Second Qunce 0.000 0.000 0.000 —
Standard Regular - Third Cunce 0.000 0.000 0.000 -
Standard Regular - Ounces Above Third 1,511.516 1,496.748 -14.768 -1.0%
Fees, Residual Shape, and Adjustments 149.859 149.953 0.093 0.1%
Stanidard Regular Enhanced Carrier Ronte 4,304.005 4,383.740 79.736 1.9%
Automated 323.367 336.121 12.754 3.9%
Basic Letters 520.497 539.387 18.890 3.6%
Basic Nonletters 1,229.214 1,273.297 44.083 3.6%
High-Density Letters 42999 45.006 2.007 4.7%
High-Density Nonletters 76.576 79.711 3.135 41%
Saturation Letters 309.924 326.074 16.150 5.2%
Saturation Nonletters 532.5% 557.830 25.236 4.7%
Standard Enhanced Carrier Route - Second Cunce 0.000 0.000 0.000 —
Standard Enhanced Carrier Route - Third Ounce 0.000 0.000 0.000 —
Standard Enhanced Carrier Route - Ounces Above Third 1,227.347 1,184.828 -42.519 -3.5%
Fees, Residual Shape, and Adjustments 41.487 41.487 0.000 0.0%
Standard Regular and Enhanced Carrier Route 12,326.050 12,794.748 468.698 3.8%
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i Revanue (Miftion Dollarsy ~comtimued 17 707 D7 T T
Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference

Standard Nonprofit 1,351.433 1,351.433 0.000 0.0%
Standard Nonprofit Enhanced Carrier Route 201.408 201.408 0.000 0.0%
Total Standard A 13,878.891 14,347.589 468.698 3.4%
Total Standard B 1,712.281 1,712.281 0.000 0.0%
Priority Mail, Express Mail and Mailgrams 5,198.586 5,198.586 0.000 0.0%
Postal Penalty and Free-for-the Blind 0.000 0.000 0.000 —
Total Domestic Mail 57,619.284 57,124.616 -494.668 -0.9%
International Mail 1,643.844 1,643.344 0.000 0.0%
Special Services 2,049.606 2,049.606 0.000 0.0%
Other Income 217.242 217.242 0.000 0.0%
AMributable Revenue 61,529.976 61,035.308 -494.668 -0.8%
Continuing Appropriations 67.498 67 498 0.000 0.0%
Investment Income 54.371 54.371 0.000 0.0%
Total Revenue 61,651,845 61,157.177 ~494.668 -0.8%

Revenue is revenue per piece (p. 12) multiplied by volume (p. 6) for First-Class and standard (A) commercial mail. For other tvpes of

mail and other types of revenue (e.g., special services, other income), revenue is set at the levels shown in the Direct Testimony of Denald

J. O'Hara in Docket No. R97-1, USPS-T-30, Exhibit USPS-30B (revised 9-19-97).
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s{MfiTIianolfiﬂ;] TEE L

Alternate Proposal
Compared to
Proposed R97-1

Proposed R97-1  Alternate Proposal Difference Percent Difference

First-Class Letters and Flats - Single Piece 12,758.664 12,298.241 =160.423 -3.6%
First-Class Letters and Flats - Presort 4,047.084 4,105.855 58.771 1.5%
First-Class Cards - Single Piece 432.261 432.261 0.000 0.0%
First-Class Cards - Private Presort 160.123 164.406 4283 2.7%
Total First Class 17,398.132 17.000.763 -397.370 -2.3%
Total Periodical 2,003.474 2,003.474 0.000 0.0%
Standard Single Piece -0.298 -0.298

Standard Regular 5,191,674 5,140.950 -50.723 -1.0%
Standard Regular Enhanced Carrier Route 1,885.248 1,819.937 -65.311 -3.5%
Standard Regular and Enhanced Carrier Route 7076922 6,960,838 -116.034

Standard Nonprofit 1,107.105 1,107.105 0.000 0.0%
Standard Nonprofit Enhanced Carrier Route 125121 125.121 0.000 0.0%
Total Standard A 8,308 850 8,192.816 -.16.034 -1.4%
Total Standard B 1,405.285 1,405.285 0.000 0.0%
Priority Mail, Express Mail and Mailgrams 2.677.289 2,677.289 0.000 0.0%
Postal Penalty and Free-for-the Blind 31.757 31.757 0.000 0.0%
Total Domestic Mail 31,824.787 31,311.383 -513.404 -1.6%
International Mail 1,206.030 1,206.030 {.000 0.0%
Special Services 1,284.834 1,284.834 0.000 0.0%
Gther Variable Costs 1700322 170.322 0.000 0.0%
Attributable Costs 34,485,993 33,972.589 -513.404 -1.5%
Total Other Costs 26,683.278 26,683.278 0.000 0.0%
Prior Years Loss Recovery 446.933 446.933 0.000 0.0%
Total Costs 61,616.204 61,102.800 -513.404 -0.8%

Volume Variable Cast  Costs are cost per piece muitiplied by volume {p. 6) for First-Class and
per Piece (Dollars per  gtandard (A) commercial mail. For other types of mail and other types of
Piece) revenue {e.g., special services, other variable costs). costs are is set at the
Proposed  Alternate  Jevels expected by the Postal Service in R97-1 Proposed (as shown in Direct
R97:3 Proposal  Testimony of Richard Patelunas in Docket No, R97-1, USPS-T-15, Exhibit
USPS-15] (revised 8,/22/97)).

First-Class Letters and Flats - Single Piec  0.2340 0.2340

First-Class Letters and Flats - Presort 0.0986 00941 Note: In the alternate proposal, First-Class workshared BY98 volume
First-Class Cards - Single Piece 0.1413 0.1413  variable costs as catculated by Patelunas may be adjusted to centinue the
First-Class Cards - Private Presort 0.0650 0.0650 historical CRA cost decline in mait processing and to include forwarding
Standard Regular 0.1380 0.1380  cost savings. In this particular scenario, the adjustments are:

Standard Regular Enhanced Carrier Rout  0.0657 0.0657 Mail Processing Cost -0.00196

Forwarding Cost -0.00262
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iscounts (Dollars per Plecap I
Alternate Praposal
Compared to
Proposed R97-1 )
Proposed R97-1  Altermate Proposal Difference Percent Difference
First-Class Single Piece Letters Rate 0.330 0.330 1.000 0.0%
First-Class Letters and Flats - Workshared Discount Change from Current Rates: 0
Nonautomated Presort 0.020 0.030 0.010 50.0%
Automnated Basic Letters 0.055 0.069 0.014 25.53%
Automated Basic Flats 0.030 0.040 0,010 33.3%
Automated 3-Digit Letters 0.065 0.086 n.021 32.3%
Automated 5-Digit Letters 0.081 0.102 1.421 25.9%
Automated 3/3-Digit Flats 0.050 0.060 0.010 20.0%
Automated Carrier-Route Letters 0.084 0.105 0.021 25.0%
First-Class Single Piece Cards Rate 0.210 0.210 (+.000 0.0%
First-Class Private Cards - Workshared Discounts for:
Nenautomated Presort Cards 0.020 0.030 0.010 50.0%
Automated Basic Cards 0.034 0.044 .010 29.4%
Automated 3-Digit Cards 0.040 0.051 0.013 27 5%
Automated 3-Digit Cards 0.051 0.067 L.016 31.4%
Automated Carrier-Route Cards 0.054 0.070 {1.016 29.6%
Standard Regular Discount Decrease and Enhanced Carrier Route Rate Increase from Proposed R97-1 0.012
Standard Regular Nonautomated Basic Letters Rate 0.247 0.247 1.000 0.0%
Standard Regular Letters Discounts for:
Nonautomated Presort Letters 0.038 0.026 -1.012 -31.6%
Automated Basic Letters 0.058 0.046 -0.012 -20.7%
Automated 3-Digit Letters 0.06% 0.057 -0.012 -17.4%
Automated 5-Digit Letters 0.087 0.075 -0.012 -13.8%
Standard Regular Nonautomated Basic Nonletters Rate 0.300 0.300 0.000 0.0%
Standard Regular Nonletters Discounts for:
Nonautomated Presort Nonletters 0.060 0.048 -0.012 -200%
Automated Basic Flats 0.057 0.045 -0.012 -21.1%
Automated 3/35-Digit Flats 0.093 0.081 -1.012 -12.9%
Standard Regular Enhanced Carrier Route Basic Letters Rate 0.164 0.176 0.012 7.3%
Standard Regular Enhanced Carrier Route Letters Discounts for:
Automated 0.007 0.007 0.000 0.0%
High-Density Letters 0.021 0.021 11.000 0.0%
Saturation Letters 0.030 0.030 0.000 0.0%
Standard Regular Enhanced Carrier Route Basic Nenletters 0.164 0176 0.012 73%
Standard Regular Enhanced Carrier Route Nonletters Discount for:
High-Density Nonletters 0.011 0.011 0.000 0.0%
Saturation Nonletters 0.023 0.023 0.000 0.0%
Discounts are inputs to the model and are the discount for ane specific type of mail.  The discounts for Proposed R7-1 are obtained from
Request of the United States Postal Servige for a Recommended Decision on Changes in Rates of Postage and Fees for Postal Serviges, Docket
No. R97-1. Discounts for an alternative proposal are set by the model user by changing each key rate or each discourt and the mail type to
which the discount is relative. Key rates are shownonp. 3.
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RaveRis par Pisce (Doltars par Pieee) ST,
Alternate Proposal
Compared to
Propused R97-1
Proposed R97-1  Alternate Proprosal Dilference
First-Class Letters and Flats - Single Piece 0.3310 0.3310 0.000
First-Class Letters and Flats - Single Piece Additional Cunces 0.2300 0.2300 0.000
First-Class PRM and QBRM Letters 0.3000 0.3000 0.000
First-Class Letters and Flats - Workshared per Piece Rate
Nonautomated Presort 0.3106 0.3006 -0.010
Automated Basic Letters 0.2750 0.2610 -0.014
Automated Basic Flats 0.4071 0.3936 -0.014
Automated 3-Digit Letters 0.2630 0.2440 -0.021
Automated 5-Digit Letters (.2490 0.2280 -0.021
Automated 3/5-Digit Flats 0.2800 0.2700 -0.010
Automated Carrier-Route Letters 0.2460 0.2250 -0.021
First-Class Letters and Flats - Workshared per Pound Rate
Nonautomated Presort 0.0000 0.0000 0.000
Automated Basic Letters 0.0000 0.0000 0.000
Automated Basic Flats 0.0000 0.0000 0.000
Automated 3-Digit Letters 0.0000 0.0000 0.000
Automated 5-Digit Letters 0.0000 (.0000 0.000
Automated 3/5-Digit Flats 0.0000 0.0000 0.000
Automated Carrier-Route Letters 0.0000 0.0000 0.000
First-Class Letters and Flats - Workshared Cunces Ome to Two 0.2300 0.2300 0.000
First-Class Letters and Flats - Workshared Cunces Two to Three 0.2300 0.2300 0.000
First-Class Letters and Flats - Workshared Ounces Over Three 0.2300 0.2300 0.000
First-Class Stamped Cards 0.2100 0.2100 0.000
First-Class PRM and QBRM Cards 0.1800 0.1800 0.000
First-Class Private Cards
Single Piece Cards 0.2156 0.2156 0.000
Nonautomated Presort Cards 0.1500 0.1800 -0.010
Automated Basic Cards 0.1760 0.1660 0010
Automated 3-Digit Cards 0.1700 0.1590 -0.011
Automated 5-Digit Cards 0.1390 0.1430 -0.016
Automated Carrier-Route Cards 0.1560 0.1400 -0.016
Standard Single Piece 0.925%0 0.9290 0.000
Standard Regular
Nonautomated Basic Lelters 0.2470 0.2470 0.000
Nonautomated Basic Nonletters 0.2352 0.2352 0.000
Nonautomated Presort Letters 0.2002 0.2117 0.011
Nonautomated Presort Nonletters 0.1621 0.1702 0.008
Autornated Basic Letters 0.1890 0.2010 0.012
Automated Basic Flats 0.1776 0.1863 0.009
Automated 3-Digit Letters 0.1703 0.1818 0.011
Autornated 5-Digit Letters 0.1523 0.1638 0.011
Automated 3/5-Digit Flats 0.1304 0.1380 0.008
Standard Regular - Second Cunce 0.0000 0.0000 0.000
Standard Regular - Third Ounce 0.0000 0.0000 0.000
Standard Regular - Ounces Above Third 0.0406 0.0406 0.000
Standard Regular Enhanced Carrier Route
Automated 0.1570 0.1690 0.012
Basic Letters 0.1640 0.1760 0.012
Basic Nonletters 0.1153 0.1237 0.008
High-Density Letters 0.1094 0.1186 0.009
High-Density Nonletters 0.0664 0.0716 0.005
Saturation Letters 0.1004 0.1094 0.009
Saturation Nonletters 0.0653 0.0708 0.006
Standard Enhanced Carrier Route - Second Cunce 0.0000 0.0000 0.000
Standard Enhanced Carrier Route - Third Qunce 0.0000 0.0000 0.000
Standard Enhanced Carrier Route - Ounces Above Third 0.0331 0.0331 0.000
Standard Nonprofit 0.1250 0.1250 0.000
Standard Nonprofit Enhanced Carrier Route 0.0750 0.0750 0.000
Revenue per piece for Proposed R97-1 is taken from Direct Testimony of David R Fronk in Docket No. R97-1, USPS-T-32,
Workpaper 1 and Direct Testimony of Joseph D. Moeller in Docket No. R%7-1, USPS-T-36, Workpaper 1. Revenue per piece
in the Alternative Proposal is the key rate per piece (p. 3) multiplied by the key rate to revenue per piece adjustment (p. 17).
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Proposed R97-1  Alternate Proposal
First-Class Single Piece 32.35% 32.35%
First-Class Workshared
Second Cunce 3.40% 3.40%
Third Ounce 0.93% 0.93%
Qunces Above Third Qunce 0.70% 0.70%
Standard Regular
Second Ounce 50.25% 50.25%
Third Crunce 29.46% 29.46%
Cunces Above Third Cunce 98.88% 98.88%
Standard Fnhanced Carrier Route
Second Qunce 63.02% 63.02%
Third Qunce 42.42% 42.42%
Cunces Above Third Ounce 129.16% 129.16%
Additional ounces charged for as a percentage of first ounces is obtained from revised attachment to
MMA /USPS-T32-1 for First-Class and LR-H-182, "Standard Mail (A) Unit Cost by Weight Increment,”
Table 1 for standard (A). The data are shown in sheet Weight Data.

- Eetmpmicand Demographic Vamiables N
Alternate Proposal
Compared to
Proposed R97-1
Base Values Proposed R97-1  Alternate Proposal Difference
Real GDP Growth 2.5% 25% 0.000
Overall Price Index 1.106 1.147 1.147 5.000
Real Wholesale Price of Pulp and Paper 1.676 1.737 1.737 0.000
Price of Printing 1.141 1.147 1.147 3.000
Price of Computer Equipment 0.314 0.206 0.206 0.000
CPM, Newspaper Advertising 1.698 1.662 1.662 1.000
CPM. Radio Advertising 1319 1331 1.331 1.000
(TPM, Television Advertising 1.679 1.621 1.621 1.000
Permanent [ncome (1992 Dollars) 27.965 28.738 28.738 J.000
Transitory Income 0.823 0.815 0.815 2.000
Transitory Income Lagged Four Quarters 0.825 0.823 0.823 2.000
Personal Consumption Expenditures 25,799 26.553 26.553 J.000
Population Cver 22 Years of Age (millions) 182,771 185.198 185.195 1.000
Standard Regular Lagged Four Quariers 58,270.8%0 62,824.703 62,824.703 J.000
Standard Nonprofit 12,718.008 13,058.111 13,058.111 J.000
Time Trend 815 87.5 87.3 3.000
Time 70.5 76.5 76.3 0.000
Exogenous and demographic variables are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1.
USPS-T-7, LR-H-173. Standard regular and standard nonprofit volumes are obtained from Direct Testimony of George 5.
Tolley in Docket No. R97-1, USPS-T-6, Table 2 (revised 10/9/97) and Table 3 (revised 10/9/97).
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- Alternate Proposal
Compared to
Proposed R97-1
Base Period Base Period
Volumes Weights Proposed R97-1  Alternate Propasal Difference
Price Including User Cost

First-Class Letters Single Piece 0.3921 0.4032 0.4032 0.0000
First-Class PRM and QBRM Letters 0.3000 0.3000 0.0000
First-Class Letters Workshared 0.3010 0.3063 0.2947 -0.0116
Nonautomated Presort 1,961.642 0.3263 0.3460 0.3405 -0.0055
Automated Basic Letters 656.213 0.3085 0.3159 0.3028 -0.0131
Automated Basic Flats 10.180 0.7693 0.7236 0.7052 -0.0184
Automated 3-[ligit Letters 4,340.159 0.2884 0.2904 0.2749 -0.0135
Automated 5-Digit Letters 2,190.838 0.2893 0.2866 0.2764 -0.0102
Automated 3/5-Digit Flats 38.127 0.6976 0.7421 0.7182 -0.0239
Automated Carrier-Route Letters 482.584 0.3135 0.3209 0.3168 -0.0041
First-Class Stamped Cards 0.2000 0.2285 0.2285 0.0000
First-Class PRM and QBRM Cards
First-Class Single Piece Cards 0.2067 0.2161 0.2161 0.0000
Workshared Cards 0.1831 0.18% 0.1844 -0.0052
Nenautomated Presort 177.678 0.1876 0.1967 0.1935 -0.0032
Automated Basic 63.299 0.1758 0.1796 0.1721 -0.0074
Automnated 3-Digit 135.603 0.1866 0.1911 0.1879 -0.0032
Automated 5. Digit 124.068 0.1771 0.1822 01721 -0.0101
Automated Carrier-Route 46.903 0.1820 0.1911 0.1882 -0.0029
Standard Single Piece 0.9740 1.0223 1.0223 0.0000
Standard Regular Letters 0.2184 0.2160 0.2197 0.0037
Standard Regular Flats 0.2880 0.3043 0.3120 0.0077
Nonautomated Basic Letters 570.774 0.2449 0.2459 0.2459 (3.0000
Nonautomated Basic Nonletters 338.668 0.3684 0.3887 0.3887 0.0000
Nonautomated Presort Letters 972.419 0.2198 0.2196 0.220% 0.0013
Nonautomated Presort Nonletters 630.099 0.3442 0.3615 0.3651 0.0036
Autormated Basic Letters 528.261 0.2105 0.2069 0.2139 0.0090
Automated Basic Flats 52.064 0.3366 0.3147 0.3273 0.0125
Automated 3-Digit Letters 1,478.976 0.2175 12193 0.2233 0.0040
Automated 5-Digit Letters 1,126.496 0.2089 0.1977 0.2026 0.0049
Automated 3/5-Digit Flats 1,983.321 0.2537 0.2700 0.2803 0.0103
Standard ECR Letters 0.1332 0.1423 0.1508 0.0086
Standard ECR Flats 0.1562 0.1551 0.1645 0.0095
Automated 302.099 0.1363 0.1458 0.1546 0.0088
Basic Letters 1,866.041 0.1377 0.1509 0.1596 0.0088
Basic Nonletters 2.341.886 0.1746 01734 0.1835 0.0101
High-Density Letters 61.473 0.1292 0.1263 0.1345 0.0082
High-Density Nonletters 248.190 0.1587 0.1579 0.1676 0.0097
Saturation Letters 654.207 0.1193 0.1176 0.1256 0.0080
Saturation Nonletters 2,025,905 0.1345 0.1335 0.1423 0.0087
First-Class Letter Worksharing Discount 0.0574 0.0601 0.0753 0.0153




Cost Coverage Model -

First-Class Workshared Rates at Formal Proposal with
Standard (A) Commercial Cost Coverage Increase

ABA/EEI/NAPM-T-1
Technical Appendix C.2

L Fived Weight Price Indices contimied 07 0w

Page 15 of 26 (Revised 2/12/98)

Base Pericd Base Period
Volumes Weights

Proposed R97-1

Alterpate Proposal

Price Excluding User Cost (Dollars per Piece)
First-Class Letters Single Piece
Firsi-Class PRM and QBRM Letters
First-Class Letters Workshared
Nonautomated Presort
Automated Basic Letters
Automated Basic Flats
Automated 3-Digit Letters
Automated 5-Digit Letters
Automated 3/5-Digit Flats
Automated Carrier-Route Letters
First-Class Stamped Cards
First-Class PRM and QBRM Cards
First-Class Single Piece Cards
Nonautomated Presort
Automated Basic
Automated 3-Digit
Automated 5-Digit
Automated Camer-Route
Standard Single Piece
Standard Regular
Nonautomated Basic Letters
Nonautomated Basic Nonletters
MNonautomated Presort Letters
Nonautomated Presort Nonletters
Automated Basic Letters
Automated Basic Flats
Automated 3-Digit Letters
Automated 5-Digit Letters
Automated 3/5-Digit Flats
Standard Regular Enhanced Carrier Route
Automnated
Basic Letters
Basic Nonletters
High-Density Letters
High-Density Nonletters
Saturation Letters
Saturation Nonletters

0.4032
0.3000

0.3414
0.2823
0.7005
0.2687
0.2555
0.7302
0.2559
0.2285
0.1800
0.2161
0.1895
0.1755
0.1694
0.1582
0.1552
1.0223

0.2459
0.3887
0.2017
0.3253
0.1878
0.2978
0.1721
0.1517
0.2304

0.1458
0.1509
0.1734
0.1263
0.1579
0.1176
0.1335

0.4032
0.3000

0.3308
0.2685
0.6780
0.2483
0.2349
0.7052
0.2350
0.2285
0.1800
0.2161
0.1795
0.1655
0.1585
0.1423
0.1393
1.0223

0.2459
0.3887
12114
03392
0.1976
0.3105
0.1816
0.1608
0.2416

0.1546
0.15%6
0.1835
0.1345
0.1676
0.1256
0.1423

.A.]t.errla te. Proposal

Compared to
Proposed R97-1

Difference

0.0000
0.0000

-0.0106
-0.0138
-0.0225
-0.0204
-0.0206
-0.0250
-0.0209

0.0000

0.0000

0.0000
-0.0100
-0.0200
-0.0110
-0.0139
-0.0159

0.0000

0.0000
0.0000
0.0097
0.0139
0.0098
0.0126
0.0095
0.0091
0.0112

0.0088
0.0088
0.0101
0.0082
0.0097
0.0080
0.0087




Cost Coverage Model
First-Class Workshared Rates at Formal Proposal with

ABA/EEI/NAPM-T-1
Technical Appendix C.2

Standard (A) Commercial Cost Coverage Increase
CULLiE T Fied Weight Price Indic '

Page 16 of 26 (Revised 2/12/98;

Base Period Base Period
Volumes Weights Proposed R97-1  Alternate Proposal

User Cost
First-Class Letters Single Piece 0.0000 0.0000
First-Class PRM and QBRM Letters 0.0000 0.0000
First-Class Letters Workshared
Nonautomated Presort 0.0046 0.0098
Automated Basic Letters 0.0336 0.0343
Automated Basic Flats 0.0231 0.0272
Automated 3-Digit Letters 0.0216 0.0265
Automated 3-Digit Letters 0.0311 0.0414
Automated 3/3 Digit Flats 0.0119 0.0130
Automated Carrier-Route Letters 0.0650 0.0818
First-Class Stamped Cards 0.0000 0.0000
First-Class PRM and QBRM Cards 0.0000 0.0000
First-Class Single Piece Cards 0.0000 0.0000
Nonautomated Presort 0.0072 0.0140
Automated Basic 0.0041 0.0066
Automated 3-Digit 0.0217 0.0294
Automated 5-Digit 0.0240 0.0299
Automated Carrier-Route 0.0359 0.0489
Standard Single Piece 0.0000 0.0000
Standard Regular
MNonautomated Basic Letters 0.0000 0.0000
Nonautomated Basic Nonletters (.0000 0.0000
Nonautomated Presort Letters 0.0179 0.0095
Nonautomated Presort Nonletters 0.0361 0.0258
Automated Basic Letters 0.0191 0.0183
Automated Basic Flats 0.0169 0.0168
Automated 3-Digit Letters 0.0472 0.0417
Automated 3-Digit Letters 0.0460 0.0418
Automated 3/5-Digit Flats 0.0397 0.0388
Standard Regular Enhanced Carrier Route
Automated 0.0000 0.0000
Basic Letters 0.0000 0.0000
Basic Nonletters 0.0000 0.0000
High-Density Letters 0.0000 0.0000
High-Density Nonletters 0.0000 0.0000
Saturation Letters 0.0000 0.0000
Saturation Nonletters 0.0000 0.0000

Exogenous and demographic variables are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1,

USPS-T-7, LR-H-173.

. Alterna.te. ll’.rc;posal

Coinpared to
Proposed R97-1

Difference

0.0000
0.0000

0.0051
0.0007
0.0041
0.0049
0.0104
0.0011
0.0168
0.0000
0.0000
0.0000
0.0068
0.0025
0.0078
0.0059
0.0130
0.0000

0.0000

0.0000
-0.0084
-0.0103
-0.0008
-0.0001
-0.0055
-0.0042
-0.0009

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000




Cost Coverage Model
First-Class Workshared Rates at Formal Proposal with
Standard (A) Commercial Cost Coverage Increase

ABA/EEL'NAPM-T-1
Technical Appendix C.2
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CUURE A

Base Period Base Period
Volumes Weights Proposed R97-1  Alternate Proposal

Alternate Proposal
Compared to
Proposed R97-1

Difference

First-Class Single Piece 1.003 1.003
First-Class Letters and Flats - Single Piece Additional Cunces 1.000 1.000
First-Class PRM and QBRM Letters 1.000 1.000
First-Class Letters and Flats - Workshared per Piece Rate

Nonautomated Presort 1.002 1.002
Automated Basic Letters 1.000 1.000
Automated Basic Flats 1.357 1.357
Automated 3-Digit Letters 1.000 1.000
Automated 3-Digit Letters 1.000 1.000
Automated 3/5-Digit Flats 1.000 1.000
Automated Carrier-Route Letters 1.000 1.000
First-Class Letters and Flats - Workshared per Pound Rate

Nonautomated Presort 0.000 1.000
Automated Basic Letters 0.000 1.000
Autcmated Basic Flats 0.000 1.357
Automated 3-Digit Letters 0.000 1.000
Automated 5-Digit Letters 0.000 1.000
Automated 3/5-Digit Flats 0.000 1.000
Automated Carrier-Route Letters 0.000 1.000
First-Class Letters and Flats - Workshared Second Ounce 1.000 1.000
First-Class Letters and Flats - Workshared Third Ounce 1.000 1.000
First-Class Letters and Flats - Workshared Ounces Above 3 1.000 1.000
First-Class Stamped Cards 1.000 1.000
First-Class PRM and QBRM Cards 1.000 1.000
First-Class Private Cards

Single Piece Cards 1.027 1.027
Nonautomated Presort 1.000 1.000
Automated Basic 1.000 1.000
Automated 3-Digit 1.000 1.000
Automated 5-Digit 1.000 1.000
Automated Carrier-Route 1.000 1.000
Standard Single Piece 2.815 2815
Standard Regular

Nonautomated Basic Letters 1.000 1.000
Monautomated Basic Nonletters 0.784 0.784
Nonautomated Presort Letters 0.958 0.958
Nonautomated Presort Nonletters 0.676 0.676
Automated Basic Letters 1.000 1.000
Automated Basic Flats 0.731 (.731
Automated 3-Digit Letters 0.957 0.957
Automated 5-Digit Letters 0.952 0.952
Automated 3/5-Digit Flats 0.630 0.630
Standard Regular - Second Ounce 1.000 1.000
Standard Regular - Third Cunce 1.000 1.000
Standard Regular - Ounces Above Third 1.000 1.000
Standard Regular Enhanced Carrier Route

Automated 1.000 1.000
Basic |etters 1.000 1.000
Basic Nonletters 0.703 0.703
High-Density Letters 0.765 0.765
High-Density Nonletters 0.434 0.434
Saturation Letters 0.749 0.749
Saturation Nonletters 0.463 0.463
Standard Fnhanced Carrier Route - Second Ounce 1.000 1.000
Standard Enhanced Carrier Route - Third Ounce 1.000 1.000
Standard Enhanced Carrier Route - Ounces Above Third 1.000 1.000

The key rate to revenue adjustment is the ratio of the key rate per piece (p. 13) to revenue per piece (p- 12).

0.00¢
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000

1.000
1.000
1.357
1.000
1.00¢
1.000
1.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.060
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
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First-Class Workshared Rates at Formal Proposal with Technical Appendix C.2
Standard (A) Commercial Cost Coverage Increase Page 18 of 26 (Revised 2/12/98)
G KEYMMF'MGIWEIQI“ ex Adjwstment: T
Alternate Proposal
Compared to
Propesed R97-1

Proposed R97-1  Alternate Proposal Difference
First-Class Single Piece 0.997 0.997 0.000
First-Class PRM and QBRM Letters 1.000 1.000 0.000
First-Class Letters Workshared
Nonautomated Presort 1.062 1.062 0.000
Automated Basic Letters 0.985 0.985 0.000
Automated Basic Flats 2.248 2.248 0.000
Automated 3-Digit Letters 0.972 0.972 0.000
Automated 5-Digit Letters 0.980 0.980 0.000
Automated 3/5-Digit Flats 2.504 2.504 0.000
Automated Carrier-Route Letters 0.993 0.993 0.000
First-Class Stamped Cards 1.088 1.088 0.000
First-Class PRM and QBRM Cards 1.000 1.000 0.000
First-Class Private Cards
Single Piece Cards 1.029 1.029 0.000
Nonautomated Presort 0.997 0.997 0.000
Autornated Basic 0.997 0.997 0.000
Automated 3-Digit 0.997 0.997 0.000
Automated 3-Digit ' 0.995 0.995 0.000
Automated Carrier-Route 0.995 0.955 0.000
Standard Single Piece 3.098 3.098 0.000
Standard Regular
Nonautomated Basic Letters 0.856 0.856 0.000
Nonautomated Basic Nonletters 1.143 1.143 0.000
Nonautomated Presort Letters 0.810 0.810 0.000
Nonautomated Presort Nonletters 1.161 1.161 0.000
Automated Basic Letters 0.819 0.819 0.000
Automated Basic Flats 1.052 1.052 0.000
Automated 3-Digit Letters 0.789 0.789 0.000
Automated 5-Digit Letters 0.758 0.758 0.000
Automated 3/5-Digit Flats 0.932 0.932 0.000
Standard Regular Enhanced Carrier Route
Automated 0.730 0.730 0.000
Basic Letters 0.730 0.730 0.000
Basic Nonletters 0.839 0.839 0.000
High-Density Letters 0.680 0.680 0.000
High-Density Nonletters 0.807 0.807 0.000
Saturation Letters 0.665 0.665 0.000
Saturation Nonletters 0.727 0.727 0.000
First-Class Letter Worksharing Discount 1.092 1.092 0.000

The key rate to fixed weight index adjustment is the ratio of the key rate per piece (p. 3) to fixed weight indices (p. 14).
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Test Year
1998 After Alternate
Rates Tolley Proposed R97- Proposal
Volume Volume 1 Unadjusted Unadjusted
Adjustment  Forecast Volume Volume
First-Class Letters Single Piece 047% 54,413.387 54,157.511 52,197 316
Firsi-Class Letters Workshared 2.67% 41,033.182 39,967.926 42,521.131
First-Class Single Piece Cards -1.04%  2.476.656 2,502.698 2,502.698
First-Class Presort Cards 3.58% 2,463.386 2,378.177 2,441.782
Standard Single Piece 1.21% 161.574 159.641 159.641
Standard Regular Letters 4.63% 24306837 23,231.926 23,001.565
Standard Regular Flats 257% 13,320.717 12,986.521 12,863.090
Standard ECR Letters 244%  B712.800 8,505.278 8,212.995
Standard ECR Flats 533% 19,973.382 18.962.447 18,303.231
Test Year
1998 After Alternate
Rates Tolley Proposed R97- Proposal
Share Share 1 Unadjusted Unadjusted
Adjustment Forecast Share Share
First-Class Letters and Flats - Workshared
Nonautomated Presort 0.35% 11.83% 11.79% 10.93%
Autcmated Basic Letters 3.68% 13.50% 10.13% 10.23%
Auntomated Basic Flats 8.97% 0.12% 0.11% 0.18%
Automated 3-Digit Letters 4.06% 50.88% 48.90% 50.51%
Automated 5 Digit Letters 4.99% 2312% 22.02% 22.39%
Automated 3/3-Digit Flats 1.63% 0.57% 0.56% 0.58%
Automated Carrier-Route Letters 4.05% 2.97% 2.85% 6.43%
First-Class Private Cards
Nonautomated Presort Cards -1.67% 27.08% 27.54% 32.54%
Automated Basic Cards 2.64% 13.82% 13.47% 14.11%
Automated 3-Digit Cards 1.55% 33.55% 33.04% 37.42%
Automated 3-Digit Cards 253% 21.38% 20.85% 22.56%
Automated Carrier-Route Cards -1.31% 4.16% 4.22% B.26%
Standard Regular
Nonautomated Presort Letters 6.13% 11.94% 11.25% 9.22%
Nonautomated Presort Nonletters 0.75% 15.58% 15.47% 13.24%
Automated Basic Letters 4.31% 12.90% 12.37% 12.33%
Automated Basic Flats 4.05% 1.95% 1.87% 1.87%
Automated 3-Digit Letters 7.40% 39.23% 36.53% 31.50%
Automated 5-Digit Letters -2.24% 26.16% 26.76% 26.64%
Automated 3/5-Digit Flats -0.10% 68.71% 68.78% 68.58%
Volume and share adjustments are the ratio of test year 1998 after rates Tolley volume or share forecast
to the unadjusted volume or share forecast. Tolley volumes and shares are obtained from Direct
Testimony of George 5. Tolley in Docket No. 97-1, USPS-T-6, Exhibit USI'S-64, Tables 2 and 4 (revised
10/9/97).
Note: Tota] Standard ECR Letters have been adjusted down by 25% to account for the movement from
ECR Basic Letters to Regular Automated 5-Digit Letters. Regular Automated 5-Digit Letters have
been adjusted upwards correspondingly.




Cost Coverage Model
First-Class Workshared Rates at Formal Proposal with
Standard {A) Commercial Cost Coverage Increase

First-Class Letters and Fiats - Single Piece
Rate Factors
Own-Price Elasticity - Sum
Cross Elasticities - Sum
First-Class Single-Piece Cards
Standard Regular
Worksharing First-Class Letters Discoun
Non-Rate Factors
Permnanent Income (1992 Dollars)
Transitory Income Lagged Four Quarters
Cross Volume Effects Lagged Four Quarters
Standard Bulk Regular
Standard Bulk Nonprofit
Declining Worksharing User Costs
Time Trend
Time Trend Squared
Adult Population
Composite Factors
Base Volume
Volume Adjustment
MC96-3 Adjustment
Net Trend

Eirst -Class Letters Workshared

Rates

Own-Price Elasticity - Sum

Cross Elasticities - Sum
Workshared First-Class Cards
Standard Regular
Worksharing First-Class Letters Discoun

Non-Rates

Permament Income (1992 Dollars)

Transitory Income

Declining Worksharing User Costs
Time Trend

Adult Population

Composite Factors

Base Volume

Volume Adjustment

MC96-3 Adjustment

Net Trend

First-Class Private Single Piece Cards
Rate Factors
Own-Price Elasticity - Sum
Cross Elasticities - Sum
First-Class Letters
Non-Rate Factors
Permanent Income {1992 Dollars)
Adult Population
Z-Variable
Parameter 1
Parameter 2
Parameter 3
Composite Factors
Base Volume
Volume Adjustment
MC9%-3 Adjustment
Net Trend

Coeffidents Base Values

Proposed R97-1

Alternate Proposal

-0.189
0.005
0019

-0.164

0.456
0.135

0.040
0.013

2371

-0.331
1.000

-0.289
0.006
0.035
0222

0.405
0.361

0.727

-0.944

0.197

0.699
1.000

0.379
241.817
0.135

0.3544386

0.186856
0.197477
0.051931

27.965
0.825

24.525
5.353

81.5
257,185,184
182.771

53,738.949
1.020923
1.000002
1.000000

0.272090

0.165549
0.197477
0.051931

27.965
0.823

815
182.771

39,160.557
0.944110
1.000000
1.000000

0.186856

0.354486

27.965
182.771
1.451180

705

2,437 427
1.000000
1.000000
1.000013

1.001568

1.000041
0.999102
0.998635

0.012421
-0.000375

0.002482
0.000172

168426
-0.208612
0.013190

53,738.949
1.020923
1.000002
1.000000

1.005386

0.999992
0.998347
1.001849

0.011031
-0.003501

0.051643
0.013190

39,160.557
0.944110
1.000000
1.000000

0.992200
0.998368

0.019039
0.013190
0.003648

76.5

2,437.427
1.000000
1.000000
1 000013

1.001568

1.000041
0.999427
0.962178

0.012421
-0.000375

(.002482
0.000172

0.168426
-0.208612
0.013190

53,738,949
1.020923
1.000002
1.000000

1.016657

0.999824
0.998945
1.053577

0.011031
-0.003501

0.051643
0.013190

39,160.557
0.944110
1.000000
1.000000

0.992200
0.998368

0.019039
0.013190
0.003648

76.5

2437427
1.000000
1.0000G0
1.000013

ABA/EEI'NAPM-T-]
Technical Appendix C.2
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Cost Coverage Model ABA/EEI'NAPM-T-1
First-Class Workshared Rates at Formal Proposal with Technical Appendix C.2
Standard (A) Commercial Cost Coverage Increase Page 21 of 26 (Revised 2/12/98)

Violume Forecasis continued:

Coeffidents Base Values Proposed R97-1  Alternate Proposai

First-Class Presort Cards

Rate Factors
Own-Price Flasticity - Sum -0.944 0.165549 1.001330 1.028111
Cross Elastcities - Sum

First-Class Letters 0.197 0.354486 0.998368 (.998368
Non-Rate Factors
Permanent Income (1992 Dollars) 0.699 27.965 0.019039 0.019039
Adult Population 1.000 182.771 0.0131590 0.013190
Z-Variable 1.451180 0.003648 0.003648

Parameter 1 0.379

Parameter 2 241.817

Parameter 3 0.135 70.5 76.5 763
Composite Factors
Base Volume 2,209.508 2,209.508 2,209,508
Velume Adjustment 1.000000 1.000000 1.000000
MC96-3 Adjustment 1.000000 1.000000 1.000000
Net Trend 1.000025 1.038722 1.038722

Standard Single Piece

Rates

Own-Price Elasticity - Sum -0.654 0.880529 0.991982 0.991982
Non-Rates

Permanent Income (1992 Dollars) 0.099 27.965 0.002697 0.002697
Transitory Income 0.220 0.823 -0.002134 -0.002134
Aduit Population 1 182.771 0.013190 0.013190
Composite Factors

Base Volume 158.735 158.735 158.735
Volume Adjustment 1.000000 1.000000 1.000000
M(C96-3 Adjustment 0.999986 0.999986 0.999986
Net Trend 1.000000 1.000000 1.000000

Standard Regular

Rate Factors
Own-Price Elasticity - Sum -0.382

Letters 0.197477 1.018219 1.011583

Flats 0.260348 0.992752 0.983317
Cross Elasticities - Sum

First-Class Letters 0.130 0.334486 0.998923 0.998923
Non-Rate Factors
Real Price of Paper -0.601 1.515 0.000263 0.000263
Price of Printing -0.121 1.141 -0.000668 -0.000668
Price of Computer Equipment -0.077 0.314 0.082254 0.032254
CP'M, Newspaper Advertising 0.793 1.698 -0.016824 -0.016824
CPM, Television Advertising 0.151 1679 -0.005327 -0.005327
Personal Consumphion Expenditures 1.618 25.799 0.046580 0.046580
Adult Population 1.000 182.771 0.013190 0.013190
Composite Factors
Base Volume - Letters 18,707.702 18,707.702 18,707.702
Base Volume - Flats 12,216.609 12,216.609 12,216.609
Volume Adjustment 1.000000 1.000000 1.000000
MC%-3 Adjustment 1.000000 1.000000 1.000000

Net Trend 1.000000 1.000000 10000




Cost Coverage Model

First-Class Workshared Rates at Formal Proposal with

Coefficients Base Values

Standard Repular EFnhanced Carrier Route

Rate Factors
Own-Price Elasticity - Sum -0.598
Letters
Flats
Non-Rate Factors
Real Price of Paper -0.861
Price of Printing -1.335
CPM, Newspaper Advertising 1.558
CPM. Radio Advertising 0.378
Personal Consumption Expenditures 0.851
Adult Population 1.000

Composite Factors
Base Volume - Letters
Base Volume - Flats
Volume Adjustment
MC96-3 Adjustment
Net Trend

Propased R97-1

0.120387
0.141174

1.5315
1.141
1.698
1.319
25799
182.771

11,535.279
18,463.927
1.000000
1.000000
1.000000

0982163
1.026017

0.000376
-0.007371
-0.033055

0.003317

0.024499

0.0131%0

11,535.279
18,463.927
1.000000
1.000000
1.000000

Alternate Proposal

0.948411
(.990348

0.000376
-0.007371
-0.033055

0.003317

0.024499

0.013190

11,535.279
18,463.927
1.000000
1.000000
1.000000

Volume regressions are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1, USPS-T-7

ABA/EEI'NAPM-T-1
Techmeal Appendix C.2
Page 22 of 26 (Revised 2/12-98)



Cost Coverage Model

First-Class Workshared Rates at Formal Proposal with

Standard (A) Commercial Cost Coverage Increase

Lil: Shave Forecasts™

[First-Class Nonautomated Presort
Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Cpportunity Cost

Average User Cost

First-Class Automated Basic Letters
Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Oppertunity Costs
Opportunity Cost

Average User Cost

First-Class Automated Basic Flats
Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

First-Class Automated 3-Digit Letters

Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount {Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

First-Class Automated 5-Digit Letters

Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Opportanity Costs
Opportunity Cost

Average User Cost

First-Class Automated 3/5-Digit Flats
Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount (Dollars per Piece)

Mu

Sigru

Mu not Including Opportunity Costs
Oppeortunity Cost

Average User Cost

Base Values Proposed R97-1

15.57%

0.025
0.0709
0.0317

0.059
2.0311
0.0047

0.11%

0.030
0.0283
0.0047

48.30%

0.066
0.0258
0.0144

21.89%

0.082
0.0352
0.0144

0.55%

0.050
0.0125
0.0144

Alternate Propasal

11.79%
11.83%
11.83%

0.020
0.0765
0.0317
0.0421
0.0018
0.0046

10.13%
10.50%
10.50%
0.055
0.0339
0.0047
0.0321
0.0022
0.0336

0.11%
0.12%
0.12%

0.030
0.0286
0.0047
0.0286
0.0000
0.0231

48.90%
50.88%
50.88%
0.065
00214
0.0144
0.0082
0.0212
0.0216

22.02%
23.12%
23.12%
0.081
0.0316
0.014
0.0082
0.0110
0.0311

0.56%
0.57%
0.57%

0.050
0.0082
0.0144
0.0082
0.0002
0.0119

10.93%
10.97%
10.44%
0.030
0.0893
0.0317
0.0421
0.0022
0.0098

10.23%
10.61%
10.09%
0.06%
0.0343
0.0047
0.0321
0.0036
0.0343

0.18%
0.19%
0.18%

0.040
0.0286
0.0047
0.0286
(.0000
0.0272

50.51%
52.56%
50.00%
0.086
0.0253
0.0144
0.0082
0.0300
0.0265

22.39%
23.51%
22.36%
0.102
0.0418
0.0144
0.0082
0.0136
0.0414

0.58%
0.59%
0.56%

0.060
0.0082
0.0144
0.0082
0.0003
0.0130

ABA/EEI'NAPM-T-1
Techmical Appendix C.2
Fage 23 of 26 (Revised 2/12/98)



Cost Coverage Model
First-Class Workshared Rates at Formal Proposal with
Standard (A) Commercial Cost Coverage Increase

(4 ghare Forecasts continged

Base Values Proposed R97-1 Alternate Proposal

First-Class Automated Carrier-Route Letters

Unadjusted Share 3.37% 2.85% 6.43%
Share Adjusted for TYAR 2.97% 6.69%
Share Adjusted to Sum to Uruty 2.97% 6.37%
Discount (Dollars per Piece) 0.090 0.084 0.105
Mu 0.1083 0.1060 0.1060
Sigma 0.0170 0.0170 0.0170
Mu not Including Opportunity Costs 0.1060 0.1060
Opportunity Cost 0.0005 0.0015
Average User Cost 0.0650 00818
First-Class Nonautomated Presort Cards
Unadjusted Share 29.00% 27.54% 32.54%
Share Adjusted for TYAR 27.08% 31.99%
Share Adjusted to Sum to Unity 27.08% 27.64%
Discount (Dollars per Piece) 0.020 0.020 0.030
Mu 0.0291 0.0303 0.0363
Sigma 0.0152 0.0152 0.0152
Mu not Including Opportunity Costs 0.0146 0.0146
Opportunity Cost 0.0035 0.0052
Average User Cost 0.0072 0.0140
First-Class Automated Basic Cards
Unadjusted Share 13.31% 13.47% 14.11%
Share Adjusted for TYAR 13.82% 14.48%
Share Adjusted to Sum to Unity 13.82% 12.51%
Discount (Dollars per Piece) 0.034 0.034 0.044
Mu 0.1190 0.1174 01211
Sigma 0.0952 0.0952 0.0952
Mu not Including Opportunity Costs 0.1079 0.1079
Opportunity Cost 0.0040 0.0053
Average User Cost 0.0041 0.0066
First-Class Automated 3-Digit Cards
Unadjusted Shate 30.17% 33.04% 37.482%
Share Adjusted for TYAR 33.55% 37.99%
Share Adjusted to Sum to Unity 33.25% 32.83%
Discount (Dellars per Piece} 0.041 0.040 0.051
Mu 0.0351 0.0311 0.0368
Sigma 0.0115 0.0115 0.0115
Mu net Including Opportunity Costs 0.0179 0.0179
Qpportunity Cost 0.0060 0.0081
Average User Cost 0.0217 0.0294
First-.Class Automated 5 Digit Cards
Unadjusted Share 21.52% 20.85% 2256%
Share Adjusted for TYAR 21.38% 23.13%
Share Adjusted to Sum to Unity 21.38% 19.98%
Discount (Dollars per Piece) 0.057 0.051 0.067
Mu 0.0299 00275 0.0312
Sigma 0.0144 0.0115 0.0115
Mu not Including Opportunity Costs 0.0179 0.0179
Opportunity Cost . 0.0036 0.0084
Average User Cost 0.0240 0.0299
|First-Class Automated Carrier-Route Cards
Unadjusted Share 6.00% 4.22% 8.26%
Share Adjusted for TYAR 4.16% 8.15%
Share Adjusted to Sum to Unity 4.16% 7.04%
Discount (Dollars per Piece} 0,060 0.054 0.070
Mu 0.0759 0.0777 0.0777
Sigma 0.0170 0.0170 0.0170
Mu not Including Opportunity Costs 0.0777 0.0777
Opportunity Cost 0.0008 0.0017

Average User Cost 0.0359 0.0489
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Cost Coverage Model
First-Class Workshared Rates at Formal Proposal with

Standard Regular Nonautomated Presort Letters
Unadjusted Share
Share Adjusted for TYAR
Discount (Dollars per Piece)
Mu
Sigma
Mu not Including Qpportunity Costs
Opportunity Cost
Average User Cost
Standard Reguiar Nonautomated Presort Nonletters
Unadjusted Share
Share Adjusted for TYAR
Discount (Dollars per Piece)
Mu
Sigma
Mu net Including Opportunity Costs
Opportunity Cost
Average User Cost
Standard Regular Automated Basic Letters
Unadjusted Share
Share Adjusted for TYAR
Discount (Dollars per Piece)
Mu
Sigma
Mu not Including Opportunity Costs
Opportunity Cost
Average User Cost
Standard Regular Automated Basic Flats
Unadjusted Share
Share Adjusted for TYAR
Discount {Dollars per Piece)
Mu
Sigma
Mu not Including Opportunity Costs
Opportunity Cost
Average User Cost
Standard Regular Automated 3-Digit Letters
Unadjusted Share
Share Adjusted for TYAR
Discount (Dollars per Piece)
Mu
Sigma
Mu net Including Opportunity Costs
Opportunity Cost
Average User Cost
Standard Regular Automated 5-Digit Letters
Unadjusted Share
Share Adjusted for TYAR
Discount (Doellars per Piece)
Mu
Sigma
Mu not Including Opportunity Costs
Opportunity Cost
Average User Cost
Standard Repular Automated 3/5 Digit Flats
Unadjusted Share
Share Adjusted for TYAR
Discount (Dollars per Piece)
Mu
Sigma
Mu not Including Opportunity Costs
Opportunity Cost
Average User Cost

Base Values

Proposed R97-1

Alternate Proposal

15.17%

0.047
0.1119
0.0252

19.86%

0.081
0.1330
0.0252

14.85%

0.073
0.0197
0.0049

1.74%

0.029
0.0164
0.004%

46.54%

0.081
0.0468
0.0076

14.29%

0.101
0.0566
0.0076

68.84%

0.117
0.0422
0.0076

11.25%
11.94%
0.038
0.1060
0.0252
0.0823
0.0023
0.0179

15.47%
15.58%
0.060
0.11%0
0.0252
00823
0.0037
0.0361

12.37%
12.90%
0.058
0.0190
0.004%
0.0168
0.0048
0.0191

1.87%
1.95%

0.057
0.0168
0.0049
0.0168
0.0008
0.0169

36.53%
39.23%
0.069
0.0492
0.0076
0.0360
0.0080
0.0472

26.76%
26.16%
0.087
0.0462
0.0076

0.0110
0.0460

68.78%
68.71%
0.093
0.0397
0.0076
0.0360
0.0367
0.0397

9.22%
9.78%

0.026
0.0993
0.0252
0.0823
0.0015
0.0095

13.24%
13.34%
0.048
0.1112
0.0252
0.0823
0.0029
0.0258

12.33%
12.86%
0.046
0.0183
0.0049
0.0168
0.0034
0.0183

1.87%
1.94%

0.045
0.0168
0.0049
0.0168

0.0168

31.30%
33.83%
0.057
0.0463
0.0076
0.0360
0.0048
0.0417

26.64%
26.04%
0.075
0.0423
0.0076
0.0360
0.0088
0.0418

68.58%
68.51%
0.081
0.0389
0.0076

0.0290
0.0388
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Cost Coverage Model
First-Class Workshared Rates at Formal Proposal with
Standard (A) Commercial Cost Coverage Increase

' Share Foréasis contlinued

Base Values

Proposed R37-1

Alternate Proposal

Standard Regular Enhanced Carrier Route Test Year After-Rates Shares
Standard Regular ECR Automated
Standard Regular ECR Automated Basic Letters
Standard Regular ECR Automated Basic Nonletters
Standard Regular ECR High Density Letters
Standard Regular ECR High-Density Nonletters
Standard Regular ECR Saturation Letters
Standard Regular ECR Saturation Nonletters

23.64%
36.43%
53.37%

4.51%

5.78%
35.42%
40.85%

23.64%
36.43%
33.37%

4.51%

5.78%
35.42%
40.85%

Volume tegressions are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1, USPS-T-7
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First-Class Workshared Rates and Additional Ounce Charges at Formal Proposals
with Standard (A) Commercial Cost Coverage Increase
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Cost Coverage Model ABA/EEI'NAPM-T-1
First-Class Workshared Rates and Additional Qunce Charges at Formal Proposals  Technical Appendix D

with Standard {(A) Commercial Cost Coverage Increase Page 2 of 26
ot Coversge i | Revised 2/12/98)
Alternate Proposal
Compared to
Proposed R97-1

Proposed R97-1  Alternate Proposal Cifference
First-Class Letters and Flats - Single Piece 173 60% 173.64% 0.04%
First-Class Letters and Flats - Presort 283.32% 270.54% -12.77%
First-Class Cards - Single Piece 152.92% 152.92% 0.00%
First-Class Cards - Private Presort 267.27% 248.54% -18.73%
Total First Class 199.47% 197.33% -2.14%
Total Periodical 106.10% 106.10% 0.00%
Standard Single Piece
Standard Regular 154.52% 166.11% 11.59%
Standard Regular Enhanced Carrier Route 228.30% 245.06% 16.77%
Standard Regular and Enhanced Carrier Route 174.17% 186.67% 12.50%
Standard Nenprofit 122.07% 122.07% 0.00%
Standard Nonprofit Enhanced Carrier Route 160.97% 160.97% 0.00%
Total Standard A 167.04% 177.50% 10.46%
Total Standard B 121 85% 121.85% 0.00%
Priority Mail, Express Mail and Mailgrams 194.17% 194.17% 0.00%
Postal Penalty and Free-for-the Blind 0.00% 0.00% 0.00%
International Mail 136.30% 136.30% G.00%
Special Services 159.52% 159.52% 0.00%
Atiributable Costs 178.42% 179.68% 1.26%
Total 100.06% 100.07% 0.01%
Cost coverape for a mail type is the ratic of revenue (p. 8) to volume variable cost (p. 10) for the mail type.




Cost Coverage Model ABA/EEL/NAPM-T-1
First-Class Workshared Rates and Additional Cunce Charges at Formal Proposals ~ Technical Appendix D

with Standard (A) Commercial Cost Coverage Increase Page 3 of 26
omr e L RS L B Ky Rate per Mece (Doflam per Plece) v T T R d T 08
Alternate Proposal
Compared to
Proposed R97-1
I'roposed R97-1  Alternate Proposal Difference Percent Difference
First-Class Letters and Flats - Single Piece 0.330 0.330 0.000 0.0%
First-Class Letters and Flats - Single Piece Additional Cunces 0.230 0.230 0.000 0.0%
First-Class PRM and QBRM Letters 0.300 0,300 0.000 0.0%
First-Class letters and Flats - Workshared per Piece Rate '
Nonautomated Presort 0.310 0.300 -0.010 -3.2%
Automated Basic Letters 0.275 0.261 -0.014 -5.1%
Automated Basic Flats 0.300 0.290 -0.010 -3.3%
Autornated 3-Digit Letters 0.265 0.244 -0.021 -7.9%
Automated 5-Digit Letters 0.249 0.228 -0.021 -8.4%
Automated 3/5-Digii Flats 0.280 0.270 -0.01¢ -3.6%
Automated Carrier-Route Letters 0.246 0.225 -0.021 -8.5%
First-Class Letters and Flats - Workshared per Pound Rate
Nonautomated Presort 0.000 0.000 0.000 —
Automated Basic Letters 0.000 0.000 0.000 —
Automated Basic Flats 0.000 0.000 0.000 -
Automated 3-Digit Letters 0.000 0.000 0.000 —
Automated 5-Digit Letters 0.000 0.000 0.000 -
Automnated 3/5-Digit Flats 0.000 0.000 0.000 —
Automated Carrier-Route Letters 0.000 0.000 0.000 —
First-Class Letters and Flats - Workshared Second Cunce 0.230 0.120 -0.110 -47.8%
First-Class Letters and Flats - Workshared Third OQunce 0.230 0,120 -0.110 47 8%
First-Class Letters and Flats - Workshared Qunces Above Third 0.230 0.230 0.000 0.0%
First-Class Stamped Cards 0.210 0.210 0.000 0.0%
First-Class PRM and QBRM Cards 0.180 0.180 0.000 0.0%
First-Class Private Cards
Single Piece Cards 0.210 0.210 0.000 0.0%
Nonautomated Presort Cards 0.190 0.180 -0.010 -5.3%
Automated Basic Cards 0176 0.166 -0.010 -5.7%
Automated 3-Digit Cards 0170 0.159 -0.011 -6.5%
Automated 5-Digit Cards 0.159 0143 -0.016 -10.1%
Automated Carrier-Route Cards 0.156 0.140 -0.016 -10.3%
Standard Single Piece 0.330 0.330 0.000 0.0%
Standard Regular
Nonautomated Basic Letters .247 0.251 0.004 1.6%
Norautomated Basic Nonletters 0.300 0.304 0.004 1.3%
Nonautomated Presott Letters 0.209 0.225 0.016 7.7%
Nonautomated Presort Nonletters 0.240 0.256 0.016 6.7%
Automated Basic Letters 0.189 0.205 0.016 8.5%
Automated Basic Flats 0.243 0.259 0.016 6.6%
Automated 3-Digit Letters 0.178 0.194 0.016 9.0%
Automated 5-Digit Letters 0.160 0.176 0.016 10.0%
Automated 3/5-Digit Flats 0.207 0.223 0.016 7.7%
Standard Regular - Second Qunce 0.000 0.000 0.000 -
Standard Regular - Third Cunce 0.000 0.000 0.000 —
Standard Regular - Cunces Above Third 0.041 0.041 0.000 0.0%
Standard Regular Enhanced Carrier Route
Automated 0.157 0173 0.016 10.2%
Basic Letters 0.164 0.180 0.016 9.8%
Basic Norletters 0.164 0.180 0.016 9.8%
High-Density Letters 0.143 0.159 0.016 11.2%
High-Density Nonletters 0.153 0.169 0.016 10.5%
Saturation Letters 0.134 0.150 0.016 11.9%
Saturation Nonletters 0.141 0.157 0.016 11.3%




Cost Coverage Model ABA/EEINAPM-T-1
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e e (Reviard BE398)
Alternate Proposal
Compared to
Preposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference

Standard Regular Enhanced Carrier Route - Second Ounce 0.000 0.000 0.000 —
Standard Regular Enhanced Carrier Route - Third Cunce 0.000 0.000 0.000 —
Standard Regular Enhanced Carrier Route - Ounces Above Third 0.033 0.033 0.000 0.0%

Key rates are inputs to the model and are the rate for one specific type of mail. The key rates for Proposed R97-1 are obtained from Request of

the United States Postal Service for a Recommended Decision on Changes in Rates of Postage and Fees for Postal Services, Docket No. R97-1.
Key rates for an alternative proposal are set by the model user by changing each key rate or each discount and th= mai! type to which the

discount is relative. Discounts are shown on p. 11.




Cost Coverage Madel ABA/EEI/NAPM-T-{
First-Class Workshared Rates and Additional Ounce Charges at Formal Proposals  Technical Appendix D

with Standard (A) Commercial Cost Coverage Increase Page 5 of 26
...... Additional: Gunce and Pound Rates (Dollars per Bieceorper Ounre) -7 — 5 i Rnignd D1 2008)
Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference
First-Class Single Piece Addibonal Cunces 0.230 0.230 0.000 0.0%
First-Class Letters - Workshared per Pound Rate
Nonautomated Presort 0.000 0.000 0.000 —_
Autormnated Basic Letters 0.000 0.000 0.000 —
Automated 3-Digit Letters 0.000 0.000 0.000 -
Automated 3-Digit Letters 0.000 0.000 0.000 —
Automated Carrier-Route Letters 0.000 0.000 0.000 s
First-Class Workshared
Second Ounce 0.230 0.120 -0.110 -47 8%
Third Cunce 0.230 0.120 -0.110 -47.8%
Above Third Ounce 0.230 0.230 0.000 0.0%
Standard Regular Addition for Pound Rate 0.000 0.000 —
Standard Regular Additional Cuances
Second Ounce 0.000 0.000 0.000 —
Third Ounce 0.000 0.000 0.000 -
Above Third Cunce 0.041 0.041 0.000 —
Standard Enhanced Carrier Route Addition for Pound Rate 0.000 0.000 -—
Standard Enhanced Carrier Route
Second Ounce 0.000 0.000 0.000 -
Third Ounce 0.000 0.000 0.000 ' —
Above Third OQurnce 0.033 0.033 0.000 —
Additional ounce and pound rates are inputs to the model. The additional ounce and pound rates for Proposed F97-1 are obtained from
Request of the United States Postal Service for a Recommended Decision on Changes in Rates of Postage and Fees for Postal Services, Docket
No. R97-1. Additional ounce and pound rates for an alternative proposal are set by the model user by changing each rate.

mwmgmm &
Alternate Proposal

Compared to
Proposed R97-1

Proposed R97-1  Alternate Proposal Difference Percent Difference
Total Revenues 61,651.8 61,1192 -532.662 -0.9%
Total Revenue Requirement (Equals Total Costs} 61,616.2 61,077.8 -538.399 -0.9%
Net Surplus (Deficiency) 35.6 414 5.7 16.0%

Total Revenue is obtained from the Revenue Table on p. 6. Total Revenue Requirement (Total Costs) is obtained from the Cost Table on p.
10. Net Surplus{Deficiency) is Total Revenues minus Total Revenue Requirement.




Cost Coverage Model ABA/EEI/NAPM-T-1
First-Class Workshared Rates and Additional Cunce Charges at Formal Proposals  Technical Appendix D

with Standard (A) Commercial Cost Coverage Increase Page 6 of 26
i T Votume (VIMion Pletes) r L T e e T T i d 2
Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference
First-Class Letters and Flats - Single Piece 53,598 402 51,678.396 -1,920.006 -3.6%
First-Class Letters and Flats - Single Piece Additional Ounces 17,336.821 16,715.780 -621.041 -3.6%
First-Class PRM and QBRM Letters 919.400 886.366 -33.034 3.6%
First-Class Letters and Flats - Workshared 41,033.182 43,882.863 2,849 681 6.9%
Nonautomated Presort 4,855.407 4,579.731 -275.676 -5.7%
Automated Basic Letters 4,308.327 4,427.446 119.119 2.8%
Automated Basic Flats 49.024 80.111 31.087 63.4%
Automated 3-Digit Letters 20,879,382 21,941.295 1.061.913 51%
Automated 5-Digit Letters 9,488.132 9.814.118 325.986 3.4%
Automated 3/5-Digit Flats 235507 245.988 10.481 1.5%
Automated Carrier-Route Letters 1,217.403 2,794.173 1,576.770 1295%
Firsit-Class Letters and Flats - Workshared Crunces One to Two 1,395.201 1,492.095 96.894 69%
First-Class Letters and Flats - Workshared Crunces Two to Three 381.336 407.819 26.483 5.9%
First-Class Letters and Flats - Workshared Qunces Over Three 288.590 308.632 20.042 6.9%
First-Class Stamped Cards 583.005 583.005 0.000 0.0%
First-Class PRM and QBRM Cards 108.300 108.300 0.000 0.0%
First-Class Private Cards 4,831,742 4,897.626 65.884 14%
Single-Piece Cards 2,368.356 2,368.356 0.000 0.0%
Nonautomated Presort Cards B67.024 659.138 32114 4.8%
Automated Basic Cards 340.549 316.386 -24.163 -7.1%
Automated 3-Digit Cards 826.360 830.263 3.703 0.4%
Automated 5-Digit Cards 526.697 505.418 -21.279 -4.0%
Automated Carrier-Route Cards 102.356 178.066 75.510 73.6%
Tatal First Class 101,074.031 102,036.556 962.525 1.0%
Total Periodical 10,257.973 10,257.973 0.000 0.0%
Standard Single Piece
Standard Regular 37.627.554 37,047.001 -580.553 -1.5%
Nonauvtomated Basic Letters 2,373,994 4,182.172 1,808.178 76.2%
Nonautomated Basic Nonletters 1.832.877 2,128.5653 295.776 16.1%
Nonauatornated Presort Letters 2,902.289 2,339,513 -562.776 -19.4%
Nonautomated Presort Nonletiers 2,075.756 1,751.418 -324.338 -15.6%
Automated Basic Letters 3,136.543 3,076.923 -59.620 -1.9%
Automated Basic Flats 259.382 254.950 -4.432 -1.7%
Automated 3-Digit Letters 9.,535.365 8,090.997 -1,444.368 -15.1%
Automnated 5-Digit Letters 6,358.646 6,227.872 -130.774 21%
Automated 3/5.-Digit Flats 9,152.702 8,994.504 -158.198 -1.7%
Standard Regular - Second Ounce 18,908.097 18,616.365 -291.732 -1.5%
Standard Regular - Third Qunce 11,086.356 10,915.306 -171.051 -1.5%
Standard Regular - Ounces Above Third 37,206.338 36,632.481 -574.057 -1.5%
Standard Regular Enhanced Carrier Route 28.686.182 27,381.104 -1,305.078 -4.5%
Automated 2,059.662 1,966.699 -92.963 -1.5%
Basic Letters 3,173.765 3,030.516 -143.249 -4.5%
Basic Nonletters 10,660.705 10,174.023 -486.682 4.6%
High-Density Letters 392.986 375.248 -17.738 -4.5%
High-Density Nenletters 1,154.078 1,101.392 -52.686 -4.6%
Saturation Letters 3,086.387 2,947.082 -139.305 -4.5%
Saturation Nonletters 8,158.599 7.786.143 -372.456 -4.6%
Standard Enhanced Carnier Route - Second Crunce 18,077,614 17,255.173 -822.441 -4.5%
Standard Enhanced Carrier Route - Third Cunce 12,169.966 11,616.294 -553.673 4.5%
Standard Enhanced Carrier Route - Cunces Above Third 37,051.988 35,366.308 -1,685.680 -1.5%
Standard Regular and Enhanced Carrier Route 66,313.736 64,428.105 -1,885.631 -2.8%
Standard Nomnprofit 10,550.968 10,550.968 0.000 0.0%
Standard Nonprofit Enhanced Carrier Route 2,571.283 2,571.283 0.000 0.0%
Total Standard A 79,435.987 77,550,356 -1,885.631 -2.4%
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Vol (NiHon Fereal T andmaed T iy |

Alternate Proposal
Compared to
Prcposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference
Total Standard B 1,038.641 1,038.641 0.000 0.0%
Priority Mail, Express Mail and Mailgrams 1,219.891 1,219.891 0.000 0.0%
Postal Penalty and Free-for-the Blind 354.210 354.210 0.000 0.0%
Total Domestic Mail 193,380.733 192,457 627 -923.106 -0.5%
International Mail 1,006.682 1,006.682 0.000 0.0%
‘Total Domestic and International Mail 194,387 415 193,464,309 -923.106 -0.5%

Volume by mail type is obtained from the volume forecasting equations and shares shown on pp. 20-26 or set at the levels expected by the Postal
Service in R97-1 Proposed (as shown in Direct Testimony of Richard Patelunas in Docket No. R97-1, 1JSPS-T-15, Exhibit USPS-15] (revised

8/22/97).
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Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Dvifference
First-Class Letters and Flats - Single Piece Per Piece 17.742.553 17,106.978 -635.373 -3.6%
First-Class Letters and Flats - Single Piece Additional Cunces 3,987 469 3,844.629 -142.83¢ -3.6%
First-Class PRM and QBRM Letters 275.820 265.910 -9.910 36%
First-Class Single-Piece Letter Fees 142.918 142918 0.000 0.0%
First-Class Letters and Flats - Workshared Total 11,466.008 t1,166.238 -299.770 2.6%
First-Class Letters and Flats - Workshared Per Piece 10,973.781 10,830.015 -123.766 -1.1%
Nonautomated Presort 1,508.028 1,376.522 -131.505 -8.7%
Automated Basic Letters 1,184.790 1,155.564 -29.226 -2.5%
Automated Basic Flats 19.959 31.529 11.569 58.0%
Automated 3-Digit Letters 5,533.036 5,353.676 -179.360 -3.2%
Automated 5-Digit Letters 2,362.545 2.237.619 -124.926 -5.3%
Automated 3/5Digit Flats 65.942 66.417 0.475 0.7%
Automated Carrier-Route Letters 299.481 628.689 329.208 109.9%
First-Class Letters and Flats - Workshared Qunces One to Two 320.8% 179.051 -141.845 2%
First-Class Letters and Flats - Workshared Ounces Two to Three 87.707 48.938 -38.769 -H.2%
First-Class Letters and Flats - Workshared Ounces Over Three 66376 70.985 4.610 6.9%
First-Class Letters and Flats - Workshared Fees 17.248 17.248 0.000 0.0%
First-Class Stamped Cards 122.431 122.431 0.000 0.0%
First-Class PRM and QBRM Cards 19.494 19.494 0.000 0.0%
First-Class Private Cards 937.547 918.198 -19.349 -2.1%
Single-Piece Cards 510.618 510.618 0.000 0.0%
Nonautomated Presort Cards 126.735 125.845 -0.850 -0.7%
Automated Basic Cards 59.937 52.320 -7.417 -12.4%
Automated 3-Digit Cards 140.315 132.012 -8.503 -6.1%
Automated 5-Digit Cards 83.745 72.275 -11.470 -13.7%
Automated Carrier-Route Cards 15.999 24.929 8.930 55.8%
First-Class Single Piece Cards Fees 8.470 8.470 0.000 0.0%
First-Class Workshared Cards Fees 1.035 1.035 0.000 0.0%
Total First Class 34,703.746 33,596.301 -1,107 444 -3.2%
Total Periodical 2,125.781 2,125.781 0.000 0.0%
Standard Single Piece
Standard Regular 8,022.045 8,490.955 468,910 5.8%
Nonautomated Basic Tetters 586.377 1,049.725 463.349 79.0%
Nonautomated Basic Nonletters 431.007 507.233 76.227 17.7%
Nonautomated TPresort Letters 581.072 504.256 -76.816 -13.2%
Nonautomated Presort Nonletters 336.537 302.883 -33.654 -10.0%
Automated Basic Letters 592.807 630.769 37.963 6.4%
Automated Basic Flats 46.060 48.254 2.194 4.8%
Automated 3-Digit Letters 1,624.239 1,502.092 -122.148 -7.5%
Automated 5-Digit Letters 968.666 1,043.619 74,952 7.7%
Automated 3/5-Digit Flats 1,193.906 1,263.957 70.052 3.9%
Standard Regular - Second Ounce 0.000 0.000 0.000 —
Standard Regular - Third Cunce 0.000 0.000 0.000 -—
Standard Regular - Qunces Above Third 1,511.516 1,488.195 -23.321 -1.5%
Fees, Residual Shape, and Adjustments 149.859 149.972 0113 0.1%
Standard Regular Enhanced Carrier Route 4,304.005 4,409.877 105.872 2.5%
Automated 323.367 340.239 16.872 52%
Basic Letters 520497 545.493 24.995 4.8%
Basic Nonletters 1,229.214 1,287.547 58.333 47%
High-Density Letters 42.999 45.652 2.653 6.2%
High-Density Nonletters 76.576 80.722 4.147 5.4%
Saturation Letters 309.924 331.271 21.347 6.9%
Saturation Nonletters 532.594 565.957 33.363 6.3%
Standard Enhanced Carrier Route - Second Qunce 0.000 0.000 0.000 —
Standard Enhanced Carrier Route - Third Ounce 0.000 0.000 0.000 —
Standard Enhanced Carrier Route - Qunces Above Third 1,227.347 1,171.509 -55.838 -45%
Fees, Residual Shape, and Adjustments 41.487 41.487 0.000 0.0%
Standard Regular and Enhanced Carrier Route 12,326.050 12,500.831 574.782 4.7%
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oV Revenus (Millien Dollass) - continued Rt o (Reviggd M98

Alternate Proposal
Compared to
Proposed R97-1

Proposed R97-1  Alternate Proposal ifference Percent Difference

Standard Nonprofit 1,351.433 1,351.433 0.000 0.0%
Standard Nonprofit Enhanced Carrier Route 201.408 201.408 0.000 0.0%
Total Standard A 13,878.891 14,453.672 574.782 4.1%
Total Standard B 1,712.281 1,712.281 0.000 0.0%
Priority Mail, Express Mail and Mailgrams 5.198.586 5,198.586 0.000 0.0%
Postal Penalty and Free-for-the Blind 0.000 0.000 0.000 -

Total Domestic Mail 57,619.284 57.086.622 -532.662 -0.9%
International Mail 1,643 844 1,643.844 0.000 0.0%
Speciail Services 2,049.606 2,049.606 0.000 0.0%
Other Income 217.242 217.242 0.000 0.0%
Attributable Revenue 61,529.976 60,997.314 -532.662 -0.9%
Confinuing Appropriations 67 498 67.498 0.000 0.0%
Investment Income 54.371 54.371 0.000 0.0%
Total Revenue 61,651.845 61,119.183 -532.662 -0.9%

Revenue is revenue per piece (p. 12) multiplied by volume (p. 6) for First-Class and standard (A) commercial mail. For other types of
mail and other tvpes of revenue (e.g., special services, other income), revenue is set at the levels shown in the Direct Testimony of Donald
]. O'Hara in Docket No. R97-1, USPS-T-30, Exhibit USPS-30B (revised 9-19-97)
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L Costs (MUTon Dollasy 0 70 "0 "o e (Revised 3130985
Alternate Proposal

Conpared to
Proposed R97-1

Proposed R%7-1  Alternate Proposal Dilference Percent Difference

First-Class Letters and Flats - Single Piece 12,758.664 12,301.599 -157.065 -3.6%
First-Class Letters and Flats - Presort 4,047.084 4,127.339 80.255 2.0%
First-Class Cards - Single Piece 432.261 432.261 0.000 0.0%
First-Class Cards - Private Presort 160.123 164.406 4.283 27%
Total First Class 17,398.132 17,025.604 -372.528 -2.1%
Total Periodical 2,003.474 2,003.474 0.000 0.0%
Standard Single Piece -0.298 -0.298

Standard Regujar 5,191.674 3,111.572 -80.102 -1.5%
Standard Regular Enhanced Carrier Route 1,885.248 1,799.479 -83.769 -4.3%
Gtandard Regular and Fnhanced Carrier Route 7,076.922 6,911.051 -163.871

Standard Nonprofit 1,107.103 1,107.105 0.000 0.0%
Standard Nonprofit Enhanced Carrier Route 125121 125.121 0.000 0.0%
Total Standard A 8,308.850 8,142,979 -165.871 -2.0%
Total Standard B 1,405.285 1,405.285 0.00C 0.0%
Priority Mail, Express Mail and Mailgrams 2,677.289 2,677.289 0.000 0.0%
Postal Penalty and Free-for-the Blind ) 31.757 31.757 0.000 0.0%
Total Domestic Mail 31,824.787 31,286.388 -338.399 -1.7%
International Mail 1.206.030 1,206.030 0.000 0.0%
Special Services 1,284 854 1,284.854 0.000 0.0%
Other Variable Costs 170.322 170.322 0.000 0.0%
Attributable Costs 34,485.993 33,947.594 -338.399 -1.6%
Total Other Costs 26,683.278 26,683,278 0.000 0.0%
Prior Years Loss Recovery 446.933 446.933 0.000 0.0%
Total Costs 61,616.204 61,077.805 -338.399 -0.9%

Volume Vaniable Cost  Costs are cost per piece multiplied by volume (p. 6) for First-Class and
per Piece (Dollars peT  giandard (A) commercial mail. For other types of mail and other types of
Piece) revenue (e.g., special services, other variable costs), costs are is set at the
Proposed  Alternate  |ayels expected by the Postal Service in R97-1 Proposed (as shown in Direct
R97-1 Proposal  Testimony of Richard Patelunas in Docket No. R97-1, USPS-T-15, Exhibit

USPS-15] (revised 8/22/97)).
First-Class Letters and Flats - Single Piec  0.2340 0.2340
First-Class Letters and Flats - Presort 0.0986 0.0941 Note: In the alternate proposal, First.Class workshared BY98 volume
First-Class Cards - Single Piece 0.1413 0.1413 variable costs as calculated by Patelunas may be adjusted to continue the
First-Class Cards - Private Presort 0.0650 0.0650 historical CRA cost decline in mail processing and to include forwarding
Standard Regular 0.1380 0.1380  cost savings. In this particular scenario, the adjustments are:
Standard Regular Enhanced Carrier Rout  0.0657 0.0657 Mail Processing Cost -0.00196

Forwarding Cost -0.00262
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Alternate Proposal
Compared to
Proposed R97-1
Proposed R97-1  Alternate Proposal Difference Percent Difference
First-Class Single Piece Letters Rate 0.330 0.330 0.000 00%
First-Class Letters and Flats - Werkshared Discount Change from Current Rates: 0
Nonautomated Presort 0.020 0.030 0.010 50.0%
Automated Basic Letters 0.055 0.06%9 0.14 25.5%
Automated Basic Flats 0.030 0.040 0.010 33.3%
Automated 3-Digit Letters 0.065 0.086 0.021 32.3%
Automated 5-Digit Letters 0.081 0.102 0.021 25.9%
Automated 3/5-Digit Flats 0.050 0.060 0010 20.0%
Automated Carrier-Route Letters 0.084 0.105 0.021 25.0%
First-Class Single Piece Cards Rate 0.210 0.210 0.000 0.0%
First-Class Private Cards - Workshared Discounts for:
Nonautomated Presort Cards 0.020 0.030 0.010 50.0%
Autornated Basic Cards 0034 0.044 0.010 29.4%
Automated 3-Digit Cards 0.040 0.051 0.011 27.5%
Automated 5-Digit Cards 0.051 0067 0.016 31.4%
Automated Carrier-Route Cards 0.054 0.070 0.016 29.6%
Standard Regular Discount Decrease and Enhanced Carrier Route Rate Increase from Proposed R97-1 0.012
Standard Regular and Enhanced Carrier Route Rate Increase from Proposed R97-1 0.004
Standard Regular Nonautomated Basic Letters Rate 0.247 0.251 0.004 1.6%
Standard Regular Letters Discounts for:
Nonautomated Presort Letters 0.038 0.026 -0.012 -31.6%
Automated Basic Letters 0.058 0.046 -0.012 -20.7%
Automated 3-Digit Letters 0.069 0.057 0.012 -17.4%
Automated 5-Digit Letters 0.087 0.075 -0.012 -138%
Standard Regular Nonautomated Basic Nonletters Rate 0.300 0.304 0.004 1.3%
Standard Regular Nonletters Discounts for:
Nonautomated Presort Nonletters 0.060 0.048 -0.012 -20.0%
Automated Basic Flats 0.057 0.045 -0.012 -21.1%
Automated 3/5-Digit Flats 0.093 0.081 -0.012 -12.9%
Standard Regular Enhanced Carrier Route Basic Letters Rate 0.164 0.180 0.016 9.8%
Standard Regular Enhanced Carrier Route Letters Discounts for:
Automated 0.007 0.007 0.000 0.0%
High-Density Letters 0.021 0.021 0.000 0.0%
Saturation Letters 0.030 0.030 0.000 0.0%
Standard Regular Enhanced Carrier Route Basic Nonletters 0.164 0.180 0.016 9.8%
Standard Regular Enhanced Carrier Route Nonletters Discount for:
High-Density Nonletters 0.011 0.011 0.000 0.0%
Saturation Nonletters 0.023 0.023 0.000 0.0%
Discounts are inputs to the model and are the discount for one specific type of mail. The discounts for Proposed R97-1 are obtained from
Request of the United States Postal Service for 2 Recommended Decision on Chanpes in Rates of Postage and Fees for Postal Services, Docket
No. R97-1. Discounts for an alternative proposal are set by the model user by changing each key rate or each discount and the mail type to
which the discount is relative. Key rates are shownonp. 3.
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dSe

First-Class Letters and Flats - Single Piece
First-Class Letters and Flats - Single Piece Additional Ounces
First-Class PRM and QBRM Letters
First-Class Letters and Flats - Workshared per Piece Rate
Nonautomated Presort
Automated Basic Letters
Automated Basic Flats
Autemated 3-Digit Letters
Automated 3-Digit Letters
Automated 3/5-Digit Flats
Automated Carrier-Route Letters
First-Class Letters and Flats - Workshared per Pound Rate
Nonautomated Presort
Automated Basic Letters
Automated Basic Flats
Automated 3-Digit Letters
Automated 3-Digit Letters
Automated 3/3-Digit Flats
Automated Carrier-Route 1 etters
First-Class Letters and Flats - Workshared Ounces Cne to Two
First-Class Letters and Flats - Workshared CGunces Two to Three
First-Class Letters and Flats - Workshared Ounces Over Three
First-Class Stamped Cards
First-Class PRM and QBRM Cards
First-Class Private Cards
Single Piece Cards
Nonautomated Presort Cards
Automated Basic Cards
Automated 3-Digit Cards
Automated 5-Digit Cards
Automated Carrier-Route Cards
Standard Single Piece
Standard Regular
Nonautomated Basic Letters
Nonautomated Basic MNonletters
Nonautomated Presort Letters
Nonautomated Presort Nonletters
Automated Basic Letters
Automated Basic Flats
Automated 3-Digit Letters
Automated 5-Digit Letters
Automated 3/5-Digit Flats
Standard Regular - Second Cunce
Standard Regular - Third Ounce
Standard Regular - Qunces Above Third
Standard Regular Enhanced Carrier Route
Automated
Basic Letters
Basic Nonletters
High-Density Letters
High-Density Nonletters
Saturation Letters
Saturation Nonletters
Standard Enhanced Carrier Route - Second Ounce
Standard Enhanced Carrier Route - Third Ounce
Standard Enhanced Carrier Route - Qunces Above Third
Standard Nonprofit
Standard Nonprofit Enhanced Carrier Route

Alternate Proposal
Cornpared to
Proposed R97-1

Proposed R37-1  Alternate Proposal Difference
0.3310 0.3310 0.000
0.2300 0.2300 0.000
0.3000 0.3000 0.000
0.3106 0.3006 -0.010
0.2750 0.2610 -0.014
0.4071 0.3936 -0.014
0.2650 (.2440 -0.021
0.2490 0.2280 -0.021
0.2800 0.2700 -0.010
0.2460 0.2250 -0.021
0.0000 0.0000 0.000
0.0000 0.0000 0.000
0.0000 0.0000 0.000
0.0000 0.0000 0.000
0.0000 £.0000 0.000
0.0000 0.0000 0.000
0.0000 (.0000 0.000
0.2300 0.1200 -0.110
0.2300 0.1200 -0.110
0.2300 0.2300 0.000
0.2100 0.2100 0.000
0.1800 0.1800 0.000
0.2156 0.2156 0.000
0.1900 0.1800 -0.010
0.1760 0.1660 -0.010
0.1700 0.1590 -0.011
0.1590 0.1430 -0.016
0.1560 0.1400 -0.016
0.9290 0.9290 0.000
0.2470 0.2510 0.004
0.2352 0.2383 0.003
0.2002 0.2155 0.015
0.1621 0.1729 0.011
0.1890 0.2050 0.016
0.1776 0.1893 0.012
0.1703 0.1856 0.015
0.1523 0.1676 0.015
0.1304 0.1405 0.010
0.0000 0.0000 0.000
0.0000 0.0000 0.000
0.0406 0.0406 0.000
0.1570 0.1730 0.016
0.1640 0.1800 0.016
01153 0.1266 0.011
0.1094 0.1217 0.012
0.0664 0.0733 0.007
0.1004 0.1124 0.012
0.0653 0.0727 0.007
0.0000 0.0000 0.000
0.0000 0.0000 0.000
0.0331 0.0331 0.000
0.1250 0.1250 0.000
0.0750 0.0750 0.000

Revenue per piece for Proposed R97-1 is taken from Direct Testimony of David R. Fronk in Docket No. R97-1, USPS-T-32,
Workpaper 1 and Direct Testimony of Joseph D. Moeller in Docket No. R97-1, USPS-T-36, Workpaper 1. Reverme per piece
in the Alternative Proposal is the key rate per piece (p. 3) multiplied by the key rate to revenue per piece adjustment (p. 17).

Page 12 of 26
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© . Additional Ownies a8 Pervedt of Tist Ourtees 0

First-Class Single Piece
First-Class Workshared

Second Qunce

Third Qunce

Ounces Above Third Cunce
Standard Regular

Second Cunce

Third Ounce

Ounces Above Third Ounce
Standard Enhanced Carrier Route
Second Qunce
Third Crunce
QOunces Above Third Cunce

Proposed R97-1

Alternate Proposa}

32.35%

3.40%
0.93%
0.70%

50.25%
29.46%
98.88%

63.02%
42.42%
129.16%

32.35%

3.40%
0.93%
0.70%

30.25%
29.46%
98.88%

63.02%
42.42%
129.16%

Additional ounces charged for as a percentage of first cunces is obtained from revised attachment to
MMA/USPS-T32-1 for First-Class and LR-H-182, "Standard Mail (A} Unit Cost by Weight Increment,”
Table 1 for standard (A). The data are shown in sheet Weight Data.

ABA/EEINAPM-T-1
Technical Appendix D
Page 13 of 26

(Revised 2/12/98)

Real GDI’ Growth

Overall Price Index

Real Wholesale Price of Pulp and Paper
Price of Prinking

Price of Computer Equipment

CPM, Newspaper Advertising

CPM, Radio Advertising

CPM, Television Advertising

Permanent Income (1992 Dollars)
Transitory Income

Transitory Income Lagped Four Quarters
Personal Consumption Expenditures

Population Over 22 Years of Age (millions)

Standard Regular Lagged Four Quarters
Standard Nonprofit

Time Trend
Time

Base Values

1.106
1.676
1.141
0.314
1.698
1.319
1.679

27.965
0.823
0.825

25.799

182.771

58,270.890
12,718.009

81.3
70.5

Proposed R97-1

Alternate Proposal
Compared to
Proposed R97-1

2.5%
1.147
1.737
1.147
0.206
1.662
1.331
1.621

28.738
0.813
0.823

26.553

185.198

62,824.703
13,058.111

87.3
76.5

Alternate Proposal Difference
2.5% 0.000
1.147 0.000
1.737 0.000
1.147 0.000
0.206 0.000
1.662 0.000
1.331 0.000
1.621 0.000
28.738 0.000
0.815 0.000
0.823 0.000
26.553 0.000
185.198 0.000
62,824.703 0.000
13,058.111 0.000
87.5 0.000
76.5 0.000

Exogenous and demographic variables are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1,
USPS-T-7, LR-H-173. Standard regular and standard nonprofit volumes are obtained from Direct Testimony of George S.
Tolley in Docket No. R97-1, USPS-T-6, Table 2 (revised 10/9/97) and Table 3 (revised 10/9/97).
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verage Increase

ABA/EEI'NAPM-T-1

e i i SEE S PidePiglﬂ Price Indices

Base Period Base Period

Compared to
Proposed R97-1

Volumes Weights Proposed R97-1  Alternate Proposal Cifference
Price Including User Cost

First-Class Letters Single Piece 0.3921 0.4032 0.4032 0.0000
First-Class PRM and QBRM Letters 0.3000 0.3000 (0000
First-Class Letters Workshared 0.3010 0.3063 0.2899 -0.0164
Nonautomated Presort 1,961.642 0.3263 0.3460 0.3355 -0.0106
Automated Basic Letters 656,213 0.3085 03159 0.2981 -0.0178
Automated Basic Flats 10.180 0.7693 0.7236 0.6945 -0.0291
Automated 3-Digit Letters 4,340.159 0.2884 0.2904 0.2702 -0.0201
Automated 5-Digit Letters 2,190.838 0.2893 0.2866 0.2717 -0.0149
Automated 3/5-Digit Flats 38127 0.6976 0.7421 0.7063 -0.0359
Automated Carrier-Route Letters 482.584 0.3135 0.3209 0311 -0.0088
First-Class Stamped Cards 0.2000 0.2285 0.2285 0.0000
First-Class PRM and (QBRM Cards
First-Class Single Piece Cards 0.2067 0.2161 0.2161 0.0000
Workshared Cards 0.1831 0.1896 0.1844 -0.0052
Nonautomated Presort 177.678 0.1876 0.1967 0.1935 -0.0032
Automated Basic 63.299 0.1758 0.1796 0.1721 -0.0074
Automated 3-Digit 135.603 0.1866 0.1911 0.1879 -0.0032
Automated 5-Digit 124.068 01771 0.1822 0.1721 -0.0101
Automated Carrier-Route 46.903 0.1820 0.1911 0.1882 -0.0029
Standard Single Piece 0.9740 1.0223 1.0223 0.0000
Standard Regular Letters 2184 0.2160 0.2229 0.0069
Standard Regular Flats (.2880 0.3043 0.3160 0.0117
Nonautomated Basic Letters 570.774 0.2449 0.2459 0.2493 0.0034
Nonautomated Basic Nonletters 338.668 0.3684 0.3887 0.3933 0.0046
Nonautomated Presort Letters 972.419 0.2198 0.2196 0.2242 0.0046
Nonautomated Presort Nonletters 680.099 0.3442 0.3615 0.3697 0.0082
Automated Basic Letters 528.261 0.2105 0.2069 0.2192 0.0123
Automated Basic Flats 52.064 0.3366 03147 0.3315 0.0167
Automated 3-Digit Letters 1,478.976 0.2175 0.2193 0.2265 0.0071
Automated 5-Digit Letters 1,126.496 0.2089 0.1977 0.2056 0.0079
Automated 3/5-Digit Flats 1,983.321 0.2537 0.2700 0.2840 0.0140
Standard ECR Letters 0.1332 0.1423 (.1537 0.0114
Standard ECR Flats 0.1562 0.1551 0.1677 0.0126
Automated 302.099 0.1363 0.1458 0.1575 0.0117
Basic Letters 1,866,041 0.1377 0.1509 0.1625 0.0117
Basic Nonletters 2,341 .886 0.1746 0.1734 0.1868 0.0134
High-Density Letters 61.473 0.1292 0.1263 0.1372 00109
High-Density Nonletters 248.190 0.1587 0.1579 0.1708 0.0129
Saturation Letters 654.207 0.1193 0.1176 0.1283 0.0106
Saturation Nonletters 2,025.905 0.1345 0.1335 0.1452 0.0116
First-Class Letter Worksharing Discount 0.0574 0.0601 0.0753 (0.0133

Technical Appendix D
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i Fixed Weight Piiee Indices continies e i |(Revised 2/12/98)
Alternate Proposal
Compared to
Proposed R97-1
Base Period Base Period
Volumes Weights Proposed R97-1  Alternate Proposal Difference
Price Excluding User Cost (Dollars per Piece)

First-Class Letters Single Piece 0.4032 0.4032 0.0000
First-Class PRM and QBRM Letters 0.3000 0.3000 0.0000
First-Class Letters Workshared
Nonautomated Presort 0.3414 0.3257 -0.0157
Automated Basic Letters 0.2823 1.2638 -0.0185
Automated Basic Flats 0.7005 0.6673 -0.0332
Automated 3-Digit Letters 0.2687 0.2437 -0.0250
Automated 3-Digit Letters 0.2555 0.2302 -0.0253
Automated 3/5-Digit Flats 0.7302 0.6932 -0.0370
Automated Carrier-Route Letters 0.2559 0.2303 -(.0256
First-Class Stamped Cards 0.2285 0.2285 0.0000
First-Class PRM and QBEM Cards 0.1800 0.1800 0.0000
First-Class Single Piece Cards 0.2161 0.2161 0.0000
Nonautomated Presort 0.1895 0.1795 -0.0100
Automated Basic 0.1755 0.1655 -0.0100
Automated 3-Digit 0.1694 0.1585 -0.0110
Automated 5-Digit 0.1582 0.1423 -0.0159
Automated Carrier-Route 0.1552 0.1353 -0.0159
Standard Single Piece 1.0223 1.0223 0.0000
Standard Regular
Nonautomated Basic Letters 0.2459 0.2493 0.0034
Nonautomated Basic Nonletters 0.3887 0.3933 0.0046
Nonautomated Presort Letters 0.2017 0.2147 0.0130
Nonautomated Presort Nonletters 0.3253 0.3439 0.0186
Automated Basic Letters 0.1878 0.2009 0.0131
Automated Basic Flats 0.2978 0.3147 0.0168
Automated 3-Digit Letters 0.1721 0.1848 0.0126
Automated 3-Digit Letters 0.1517 0.1638 0.0121
Automated 3/3-Digit Flats 0.2304 0.2453 0.0149
Standard Regular Enhanced Carrier Route
Automated 0.1458 0.1575 0.0117
Basic Letters 0.1509 0.1625 0.0117
Basic Nonletters 0.1734 0.1868 0.0134
High-Density Letters 0.1263 0.1372 0.0109
High-Density Nonletters 0.1579 0.1708 0.0129
Saturation Letters 0.1176 0.1283 0.0106
Saturation Nonletters 0.1335 0.1452 0.0116




First-Class Workshared Rates and Additional Ounce Charges at Formal Proposals
dard (A) Commercial Cost Coverage Increase

with Stan

Cost Coverage Model

ABA/EEI/NAPM-T-1

Base Period Base Period

User Cost
First-Class Letters Single Piece
First-Class PRM and (QBRM Letters
First-Class Letters Workshared
Nonautomated Presort
Automated Basic Letters
Automated Basic Flats
Automated 3-Digit Letters
Automated 5-Digit Letlers
Automated 3/5-Digit Flats
Automated Carrier-Route Letters
First-Class Stamped Cards
First-Class PRM and QBRM Cards
First-Class Single Piece Cards
Nonautomated Presort
Automated Basic
Automated 3-Digit
Automated 3-Digit
Automated Carrier-Route
Standard Single Piece
Standard Regular
Nonautomated Basic Letters
Nonautomated Basic Nonletters
Nonautomated Presort Letters
Noenautomated Presort Nonletters
Automated Basic Letters
Automated Basic Flats
Automated 3Digit Letters
Automated 3-Digit 1etters
Automated 3/5-Digit Flats
Standard Regular Enhanced Carrier Route
Automated
Basic Letters
Basic Nonletters
High-Density Letters
High-Density Nonletters
Saturation Lettars

Alternate Proposal
Compared to
Proposed R97-1

Volumes Weights Proposed R97-1  Alternate Propgsal Difference
0.0060 0.0000 0.0000
0.0000 0.0000 0.0000
0.0046 0.0098 0.0051
0.0336 0.0343 0.0007
0.0231 0.0272 0.0041
0.0216 0.0265 0.0049
0.0311 0.0414 0.0104
0.0119 0.0130 0.0011
0.0650 0.0818 0.0168
0.0000 0.0000 0.0000
0.0000 0.0000 0.0000
0.0000 0.0000 0.0000
0.0072 0.0140 0.0068
0.0041 0,0066 0.0025
0.0217 0.0294 0.0078
0.0240 0.0299 " 0.0059
0.0359 0.0489 0.0130
0.0000 0.0000 0.0000
0.0000 0.0000 0.0000
0.0000 0.0000 0.0000
0.0179 0.0093 -0.0084
0.0361 0.0258 -0.0103
0.0191 0.0183 -0.0008
0.0169 0.0168 -0.0001
0.0472 0.0417 -0.0055
0.0460 0.0418 -0.0042
0.0397 0.0388 -0.0009
0.0000 0.0000 0.0000
0.0000 0.0000 0.0000
0.0000 0.0000 0.0000
0.0000 0.0000 0.0000
0.0000 0.0000 0.0000
0.0000 0.0000 0.0000
0.0000 0.0000 0.0000

Saturation Nonletters

Exogenous and demographic variables are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1,

USPS-T-7, LR-H-173.

Techmcal Appendix D
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Base Period Base Period

Volumes Weights DProposed R97-1  Alternate Proposal Difference
First-Class Single Piece 1.003 1.003 0.000
First-Class Letters and Fiats - Single Piece Additicnal Ounces 1.000 1.000 0.000
First-Class PRM and QBRM Letters 1.000 1.000 0.000
First-Class Letters and Flats - Workshared per Piece Rate
Nonautomated Presort 1.002 1.002 0.000
Automated Basic Letters 1.000 1.000 0.000
Automated Basic Flats 1.357 1.357 0.000
Automated 3-Digit Letters 1.00¢ 1.000 0.000
Automated 5-Digit Letters 1.000 1.000 0,000
Automated 3/3Digit Flats 1.000 1.000 0.000
Automated Carrier-Route Letters 1.000 1.000 0.000
First-Class Letters and Flats - Workshared per Pound Rate
Nonautomated Presort 0.000 1.000 1.000
Automated Basic Letters 0.000 1.000 1.000
Automated Basic Flats 0.000 1.357 1.357
Automated 3-Digit Letters 0.000 1.060 1.000
Automated 5-Digit Letters 0.000 1.00¢ 1.000
Automated 3/5-Digit Flats 0.000 1.000 1.000
Automnated Carrier-Route Letters 0.000 1.000 1.000
First-Class Letters and Flats - Workshared Second Cunce 1.000 1.000 0.000
First-Class Letters and Flats - Workshared Third Qunce 1.000 1.000 0.000
First-Class Letters and Flats - Workshared Cunces Above 3 1.000 1.000 0.000
First-Class Stamped Cards 1.000 1.000 0.000
First-Class PRM and QBRM Cards 1.000 1.000 0.000
First-Class Private Cards
Single Piece Cards 1.027 1.027 0.000
Nenautomated Presort 1.000 1.000 0.000
Automated Basic 1.000 1.000 0.000
Automated 3-Digit 1.000 1.000 0.000
Automated 5-Digit 1.000 1.000 0.000
Automated Carrier-Route 1.000 1.000 0.000
Standard Single Piece 2.815 2815 0.000
Standard Regular
Nonautomated Basic Letters 1.000 1.000 0.000
Nonautomated Basic WNonletters 0.784 0.784 0.000
Nonautcmated Presort Letters 0.958 0.958 0.000
Nonautomated Presort Nonletters 0.676 0.676 0.000
Automated Basic Letters 1.000 1.000 0.000
Automated Basic Flats 0.731 0.731 0.000
Automated 3-Digit Letters 0.957 0.957 0.000
Automated 5-Digit Letters 0.952 0.952 0.000
Automnated 3/5-Digit Flats 0.6302 0.630 0.000
Standard Regular - Second Cunce 1.000 1.000 0.000
Standard Regular - Third Cunce 1.000 1.000 0.000
Standard Regular - OQunces Above Third 1.000 1.000 0.000
Standard Regular Enhanced Carrier Route
Automated 1.000 1.000 0.000
Basic Letters 1.000 1.000 0.000
Basic Nonletters {.703 0.703 0.000
High-Density Letters 0.765 0.765 0.000
High-Density Nonletters 0.434 0.434 0.000
Saturation Letters 0.749 0.749 0.000
Saturation Nonletters 0.463 0.463 0.000
Standard Enhanced Carrier Route - Second Cunce 1.000 1.000 0.000
Standard Enhanced Carrier Route - Third Ounce 1.000 1.000 0.000
Standard Enhanced Carrier Route - Qunces Above Third 1.000 1.000 0.000

The key rate to revenue adjustment is the ratio of the key rate per piece (p. 13) to revenue per piece (p. 12).

ABA/EEI'NAPM-T-1
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Cost Coverage Model

First-Class Workshared Rates and Additional Cunce Charges at Formal Proposals

with Standard (A) Commercial Cost Coverage Increase

ABA/EEI/NAPM.-T-}
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Key: Rate to Fixed Weight Index: Adjustment 0 700 70

{Revised 2/12/98)

Alternate Proposal

Proposed R97-1

Alternate Proposal

Ccmpared to
Proposed R97-1
Diifference

First-Class Single Piece 0.997 0.997
First-Class PRM and QBRM Ietters 1.000 1.000
Firsi-Class Letters Workshared
Nonautomated Presort 1.062 1.062
Automated Basic Letters 0.985 0.985
Automated Basic Flats 2.248 2.248
Automated 3Digit Letters 0.972 0972
Automated 3-Digit Letters 0.980 0.980
Automated 3/5-Digit Flats 2.504 2.504
Automated Carrier-Route Letters 0.993 0.993
First-Class Stamped Cards 1.088 1.088
First-Class PRM and QBRM Cards 1.000 1.000
First-Class Private Cards
Single Piece Cards 1.029 1.029
Nonautemated Presort 0.997 0.997
Automated Basic 0.997 0.997
Automated 3-Digit 0.997 0.997
Automated 5-Digit 0.995 0.995
Automated Carrier-Route 0.995 0.995
Standard Single Piece 3.098 3.098
Standard Regular
Nonautomated Basic Letters 0.856 0.856
Noenautomated Basic Nonletters 1.143 1.143
Nonautomated Presort Letters 0.810 0.810
Nonautomated Presort Nonletters 1.161 1.161
Autotnated Basic Letters 0.819 0.819
Automated Basic Flats 1.052 1.052
Automated 3-Digit Letters 0,789 0.789
Automated 5-Digit Letters 0.758 0.758
Automated 3/5-Digit Flats 0.932 0.932
Standard Regular Enhanced Carrier Route
Autormated 0.730 0.730
Basic Letters 0.730 0.730
Basic Nonletters 0.839 0.839
High-Density Letters 0.680 0.680
High-Density Nonletlers 0.807 0.807
Saturation Letters 0.665 0.655
Saturation Nonletters 0727 0.727
1.092 1.092

First-Class Letter Worksharing Discount

0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

The key rate to fixed weight index adjustment is the ratio of the key rate per piece {p. 3) to fixed weight indices (p. 14).




Cost Coverage Model ABA/EEI/NAPM-T-1
First-Class Workshared Rates and Additional Ounce Charges at Formal Proposals  Technical Appendix D

with Standard (A) Commercial Cost Coverage Increase Page 19 of 26
S Y plumie and Share Adjustments, 00 g (Revised 2/12/98)
Test Year
1998 After Alternate
Rates Tolley Proposed R97- Proposal
Volume Volume 1 Unadjusted Unadjusted
Adjustment  Forecast Volume Volume
First-Class {.etters Single Piece 0.47% 54,413.387 54,157.511 52,211.610
First-Class Letters Workshared 267% 41,033.182 39,967.926 42,743.626
First-Class Single Piece Cards -1.04%  2,476.656 2,502.698 2,502.698
First-Class Presort Cards 3.58% 2,463,386 2.378.177 2,441.782
Standard Singie Piece 1.21% 161.574 [59.641 159.641
Standard Regular Letters 4.63%  24,306.837 23,231.926 22,859.784
Standard Regular Flats 2.57% 13320717 12,586.321 12,800.126
Standard ECR Letters 244% 8712800 8,505.278 8.121.390
Standard ECR Flats 5.33% 19.973.382 18,962.447 18,096.775
Test Year
1998 After Alternate
Rates Tolley Proposed R97- Proposal
Share Share 1 Unadjusted Unadjusted
Adjustment  Forecast Share Share
First-Class Letters and Flats - Workshared
Nonautomated Presort 0.35% 11.83% 11.79% 10.93%
Automated Basic Letters 368% 10.50% 10.13% 10.23%
Automated Basic Flats B97% . 0.12% 0.11% 0.18%
Automated 3-Digit Letters 4.06% 50.88% 48.90% 50.51%
Automated 5-Digit Letters 4.99% 2312% 22.02% 22.39%
Automated 3/5-Digit Flats 1.63% 0.57% 0.36% 0.58%
Automated Carrier-Route Letters 4.05% 297% 2.85% 6.43%
First-Class Private Cards
Nonautomated Presort Cards -1.67% 27.08% 27.54% 32.54%
Automated Basic Cards 2.64% 13.82% 13.47% 14.11%
Automated 3-Digit Cards 1.55% 33.55% 33.04% 37.42%
Automated 5-Digit Cards 2.53% 21.38% 20.85% 22.56%
Automated Carrier-Route Cards -1.31% 416% 4.22% 8.26%
Standard Regular
Nonautomated Presort Letters 6.13% 11.94% 11.25% 9.22%
Nonautomated Presort Nonletters 0.75% 15.58% 15.47% 13.24%
Automated Basic Letters 431% 12.90% 12.37% 12.33%
Automated Basic Flats 4.05% 1.95% 1.87% 1.87%
Automated 3-Digit Latters 7.40% 39.23% 36.53% 31.50%
Automated 5-Digit Letters -224% 26.16% 26.76% 26.64%
Automated 3/5-Digit Flats -0.10% 68.71% 68.78% 68.58%
Volume and share adjustments are the ratio of test year 1998 after rates Tolley volume or share forecast
to the unadjusted volume or share forecast. Tolley volumes and shares are obtained from Direct
Testimony of George 5. Tolley in Docket No. 97-1, USPS-T-6, Exhibit USPS-6A, Tables 2 and 4 (revised
10/9/97).
Note: Total Standard ECR Letters have been adjusted down by 25% to account for the movement from
ECR Basic Letters to Regular Automated 3-Digit Letters. Regular Automated 5-Digit Letters have
been adjusted upwards correspondingly.




First-Class Workshared Rates and Additional Ounce Charges at Formal Proposals
with Standard (A) Comm

Cost Coverage Model

ercial Cost Coverage Increase

First-Class Letters and Flats - Single Piece
Rate Factors

Own-Price Elasticity - Sum

Cross Elasticities - Sum

First-Class Single-Piece Cards
Standard Regutar

Worksharing First-Class Letters Discoun
Non-Rate Factors

Permanent Income (1992 Dollars)
Transitery Income Lagged Four Quarters
Cross Volume Effects Lagged Four Quarters
Standard Bulk Regular

Standard Bulk Nonprofit

Declining Worksharing User Costs

Time Trend

Time Trend Squared

Adult Population

Composite Factors

Base Volume

Volume Adjustment

MC96-3 Adjustment

Net Trend

First -Class J.etters Workshared
Rates

Crwn-Price Elasticity - Sum

Cross Elasticities - Sum
Workshared First-Class Cards
Standard Regular
Worksharing First-Class Letters Discoun
Non-Rates

Permanent Income {1992 Dollars)
Transitory Income

Declining Worksharing User Costs
Time Trend

Adult Population

Commposite Factors

Base Volume

Volume Adjustment

MC96-3 Adjustment

Net Trend

First-Class Private Single Piece Cards
Rate Factors

Own-Price Elasticity - Sum
Cross Flasticities - Sum
First-Class Letters
Non-Rate Factors
Permanent Income (1992 Doliars)
Adult Population
Z-Variable

Parameter 1
Parameter 2
Parameter 3

Cornposite Factors

Base Volume

Volume Adjustment
MC96-3 Adjustment

Net Trend

-0.189
0.005
0.019

-0.164

0.456
0.135

0.040
0.013

2.371

-0.331
1.000

-0.289
0.006
0.035
0.222

0.405
0.361

0.727

-0.944

0.197

0.699
1.000

0.379
241.817
0.135

Coefficients Base Valunes

0.354486

(186856
0.197477
0.051931

27.965
0.825

24.525
5.353

81.5
257,185,184
182771

53,738.949
1.020923
1.600002
1.000000

0.272090

0.165549
0.197477
0.05:931

27.965
0.823

81.5
182.771

39,160.557
0.944110
1.000000
1.000000

0.186856
0.354486

27.965
182.771
1.45118¢

70.5

2,437 427
1.000000
1.000000
1.000013

Proposed R97-1  Alternate Proposal

1.001568

1.000041
0.999102
0.998636

0.012421
-0.000373

0.002482
0.000172

0.168426
-0.208612
0.01319¢

53,738,949
1.020923
1.000002
1.000000

1.005386

0.999992
0.998347
1.001849

0.011031
-0.003501

0.051643
0.013190

39,160.357
0.944110
1.000000
1.000000

0.992200
0.998363

0.019039
0.0131%0
0.003648

76.5

2437 427
1.000000
1.000000
1.000013

1.001568

1.000041
0.999701
0.962178

0012421
-0.000375

0.002482
0.000172

0.168426
-0.208612
0.013190

53,738.949
1.020923
1.000002
1.000000

1.021462

0.999824
0.999449
1.033577

0.011031
-0.003501

0.051643
0.01319¢

39,160.557
0.944110
1.000000
1.000000

0.992200

0.998368

0.019039
0.01319%0
0.003648

76.5

2,437427
1.000000
1.000000
1.000013

ABA/EEVNAPM-T-1
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First-Class Workshared Rates and Additional Ounce Charges at Formal Proposals

Cost Coverage Model

with Standard (A) Commercial Cost Coverage Increase

i Viotume Foretaste continued ™ .

First-Class Presort Cards
Rate Factors
Own-Price Elasticity - Sum
Cross Elasticities - Sum
First-Class Letters
Non-Rate Factors
Permanent Income (1992 Dollars)
Adult Population
Z-Variable
Parameter 1
Parameter 2
Patarneter 3
Composite Factors
Base Volume
Volume Adjustment
MC96-3 Adjustment
Net Trend

Standard Single Piece

Rates

Own-Price Elasticity - Sum
Non-Rates

Permanent Income (1992 Dollars)
Transitory Income

Adult Population
Cornposite Factors

Base Volume

Volume Adjustment
MC96-3 Adjustment

Net Trend

Standard Regular

Rate Factors

Own-Price Elasticity - Sum
Letters
Flats

Cross Flasticities - Sum
First-Class Letters

Non-Rate Factors

Real Price of Paper

Price of Printing

Price of Computer Equipment

CPM, Newspaper Advertising

CPM, Television Advertising

Personal Consumption Expenditures

Adult Population

Composite Facters

Base Volume - Letters

Base Volume - Flats

Volume Adjustment

MC96-3 Adjustment

Net Trend

Coefficients Base Values Proposed R97-1  Alternate Proposal

-0.944 0.165549 1.001330 1.028111
0.197 0.354486 0.998368 0.998368
0.699 27.965 0.019039 0.019039
1.000 182.771 0.613190 0.013190

1.451180 0.003648 0.003648
0.379
241.817
0.135 705 76.5 76.5
2,209.508 2,209.508 2,209.508
1.000000 1.000000 1.000000
1.000000 1.000000 1.000000
1.000025 1.038722 1.038722

-0.654 0.880529 0.991982 0.991982
0.099 27.965 0.002697 0.002697
0.220 0.823 -0.002134 -0.002134

1 182.771 0.013190 0.013190
158.735 158.735 158.735
1.000000 1.000000 1.000000
0.999986 0.999986 0.99%986
1.000000 1.000000 1.000000
-0.382
0.197477 1.018219 1.006029
0.260348 0.992752 0.978503
0130 (.354486 0.998923 0.998923

-0.601 1515 0.000263 0.060263

-0.121 1.141 -0.000668 -0.000668

-0.077 0.314 0.032254 0.032254
0.793 1.698 -0.016824 -0.016824
0.151 1.67% -0.005327 -0.005327
1.618 25.799 0.046580 0.046580
1.000 182.771 0.013190 0.013190

18.707.702 18,707.702 18,707.702
12,216.609 12,216.609 12,216.609
1.000000 1.000000 1.000000
1.000000 1.000000 1.006600
1.000000 1.0000G0 1.000000

ABA/EEI'NAPM-T-1
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First-Class Workshared Rates and Additional Ounce Charges at Formal Proposals

Cost Coverage Model

with Standard (A) Commercial Cost Coverage Increase

slume Forerasts continued

Standard Regular Enhanced Carrier Route

Rate Factors
COwn-Price Elasticity - Sum
Letters
Flats
Non-Rate Factors
Real Price of Paper
Price of Printing
CPM, Newspaper Advertising
CPM, Radio Advertising
Personal Consumption Expenditures
Adult Population
Composite Factors
Base Volume - Letters
Base Volume - Flats
Volume Adjustment
MC96-3 Adjustment
Net Trend

Coefficients Base Values Proposed R97-1  Alternate Proposal

0.598
0.120387 0.982163 0.937832
0,141174 1.026017 0.979177
-0.861 1515 0.000376 0.000376
-1.335 1.141 -0.007371 -0.007371
1.558 1.698 -0.033055 -0.033055
0.378 1.319 0.003317 0.003317
0.851 25.799 0.024499 0.024499
1.000 182.771 0.013190 0.013190
11,535.279  11,535.279 11,535.279
18,463.927  18,463.927 18,463.927
1.000000 1.000000 1.000000
1.000000 1.000000 1.000000
1.000000 1.000000 1.000000

Volume regressions are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1, USPS-T-7
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Cost Coverage Model ABAEEINAPM-T-1
First-Class Workshared Rates and Additional Ounce Charges at Formal Proposals  Technical Appendix D

with Standard (A) Commercial Cost Coverage Increase Page 23 of 26
A BT I:BFM(M T T : SR (Revised 3/12/98)
Base Values Proposed R97-1  Alterpate Proposal
First-Class Nonautomated Presort
Unadjusted Share 15.57% 11.79% 10.93%
Share Adjusted for TYAR 11.83% 10.97%
Share Adjusted to Sum te Unity 11.83% 10.44%
Discount (Dollars per Piece) 0025 0.020 0.030
Mu 0.0709 0.0765 0.0893
Sigma 0.0317 0.0317 0.0317
Mu not Including Opportunity Costs 0.0421 0.0421
Oppertunity Cost 0.0018 0.0022
Average User Cost 0.0046 0.0098
First-Class Autoemated Basic Letters
Unadjusted Share 10.21% 10.13% 10.23%
Share Adjusted for TYAR 10.50% 10.61%
Share Adjusted to Sum to Unity 10.50% 10.09%
Discount (Dollars per Piece) 0.059 0.055 0.06%9
Mu 0.0311 0.0339 0,0343
Sigma 0.0047 0.0047 0.0047
Mu not Including Opportunity Costs 0.0321 0.0321
Opportunity Cost 6.0022 0.0036
Average User Cost 0.0336 0.0343
First-Class Automated Basic Flats
Unadjusted Share 0.11% 0.11% 0.18%
Share Adjusted for TYAR . 0.12% 0.19%
Share Adjusted to Sum to Unity 0.12% 0.18%
Discount (Dollars per Piece) 0.030 0.030 0.040
Mu 0.0283 0.0286 0.0286
Sigma 0.0047 0.0047 0.0047
Mu not Including Opportunity Costs 0.0286 0.0286
Opportunity Cost 0.0000 0.0000
Average User Cost 0.0231 0.0272
First-Class Automated 3-Digit Letters
Unadjusted Share 48.30% 48.90% 50.51%
Share Adjusted for TYAR 50.88% 52.56%
Share Adjusted to Sum to Unity 50.88% 50.00%
Discount (Dollars per Piece) 0.066 0.065 0.086
Mu 0.0258 0.0214 0.0253
Sigma 0.0144 0.0144 0.0144
Mu not Including Opportunity Costs 0.0082 0.0082
Opportunity Cost 0.0212 0.0300
Average User Cost 0.0216 0.0265
First-Class Automated 3-Digit Letters
Unadjusted Share 21.89% 22.02% 22.39%
Share Adjusted for TYAR 23.12% 23.531%
Share Adjusted to Sum to Unity 23.12% 22.36%
Discount (Dollars per Piece) 0.082 0.081 0.102
Mu 0.0352 0.0316 0.0418
Sigma 0.0144 0.0144 0.0144
Mu not Including Opportunity Costs 0.0082 0.0082
Opportunity Cost 0.0110 0.0136
Average User Cost 0.0311 0.0414
Eirst-Class Automated 3/5-Digit Flats
Unadjusted Share 0.55% 0.56% 0.58%
Share Adjusted for TYAR 0.57% 0.59%
Share Adjusted to Sum to Unity 0.57% 0.56%
Discount (Dollars per Piece) 0.050 0.050 0.060
Mu 0.0125 0.0082 0.0082
Sigma 0.0144 0.0144 0.0144
Mu not Including Opportunity Costs 0.0082 0.0082
Opportunity Cost 0.0002 0.0003
Average User Cost 0.0119 0.0130




Cost Coverage Mode!
First-Class Workshared Rates and Additional Cunce Charges at Formal Proposals
with Standard (A) Commercial Cost Coverage Increase

.. Bhave Forecasts continued

First-Class Automated Carrier-Route Letters
Unadjusted Share
Share Adjusted for TYAR
Share Adjusted to Sum to Unity
Discount (Dollars per Piece)
Mu
Sigma
Mu not Including Opportunity Costs
Opportunity Cost
Average User Cost

First-Class Nonautomated Presort Cards
Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount (Dollars per Piece)

Mu

Sigma

Mu net [ncluding Opportunity Costs
Opportunity Cost

Average User Cost

First-Class Automated Basic Cards
Unadjusted Share

Share Adjusted for TYAR

Share Adjusted te Sum to Unity
Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

First-Class Automated 3-Digit Cards
Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount {Dollars per Piece)

Mu

Sigma

Mu not Including Cpportunity Costs
Opportunity Cost

Average User Cost

First-Class Automated 5-Digit Cards

Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount {Dollars per Piece)

Mu

Sigma

Mau not Including Opportunity Costs
Opportunity Cost

Average User Cost

First-Class Automated Carrjer-Route Cards
Unadjusted Share

Share Adjusted for TYAR

Share Adjusted to Sum to Unity
Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Cpportunity Costs
Opportunity Cost

Average User Cost

Base Values Proposed R97-1
337% 2.85%
2.97%
297%
0.090 0.084
0.1083 0.1060
0.0170 0.0170
0.1060
0.0005
0.0650
29.00% 27.54%
27.08%
27.08%
0.020 0.020
0.0291 0.0303
0.0152 0.0152
0.0146
0.0035
0.0072
13.31% 13.47%
13.82%
13.82%
0.034 0.034
0.11%0 0.1174
0.0952 0.0952
0.1079
0.0040
0.0041
30.17% 33.04%
33.55%
33.55%
0.041 0.040
0.0351 0.0311
0.0115 0.0115
0.0179
0.0060
0.0217
21.52% 20.85%
21.38%
21.38%
0.057 0.051
0.0299 0.0275
0.0144 0.0115
0.0179
0.0056
0.0240
6.00% 4.22%
416%
4.16%
0.060 0.054
0.0759 0.0777
0.0170 0.0170
0.0777
0.0008
0.0359

Alternate Proposal

6.43%
6.69%
6.37%
0.105
0.1060
0.0170
0.1060
0.0015
0.0818

32.54%
31.99%
27.64%
0.030
0.0363
00152
0.0146
0.0052
0.0140

14.11%
14.48%
12.51%
0.044
0.1211
0.0952
0.1079
0.0053
0.0066

37.42%
37.99%
32.83%
0.051
0.0368
0.0115
0.0179
0.0081
0.0294

22.56%
23.13%
19.98%
0.067
0.0312
0.0115
0.0179
0.0084
0.0299

8.26%
8.15%
7.04%

0.070
0.0777
0.0170
0.0777
0.0017
0.0489
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First-Class Workshared Rates and Additional Ounce Charges at Formal Proposals

Cost Coverage Model

Standard Regular Nonautomated Presort Letters

Unadjusted Share

Share Adjusted for TYAR

Discount (Dollars per Piece)

Mu

Stgma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

Unadjusted Share

Share Adjusted for TYAR

Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

Standard Regular Automated Basic Letters
Unadjusted Share

Share Adjusted for TYAR

Discount {Dollars per Piece}

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

Standard Regular Automated Basic Flats
Unadjusted Share

Share Adjusted for TYAR

Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

Standard Regular Automated 3-Digit Letters
Unadjusted Share

Share Adjusted for TYAR

Discount (Dollars per Piece)

Mu

Sigma

Mu net Including Opportunity Costs
Opportunity Cost

Average User Cost

Standard Regular Automated 3-Digit Letters
Unadjusted Share

Share Adjusted for TYAR

Discount {Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
QOpportunity Cost

Average User Cost

Standard Regular Automated 3/5 Digit Flats
Unadjusted Share

Share Adjusted for TYAR

Discount (Dollars per Piece)

Mu

Sigma

Mu not Including Opportunity Costs
Opportunity Cost

Average User Cost

Standard Regular Nonautomated Presort Nonletters

Base Values

13.17%
0.047

01119
0.0252

19.86%
0.081

0.1330
(0252

14.85%
0.073

0.0197
0.0049

1.74%
0.029

0.0164
0.0049

46.54%
0.081

0.0076

14.29%

0.101
0.0566
0.0076

68.84%

0.117
0.0422
0.0076

Proposed R97-1  Alternate Proposal

11.25% 9.22%
11.94% 9.78%
0.038 0.026
0.1060 0.0993
0.0252 0.0252
0.0823 0.0823
0.0023 0.0015
0.M79 0.0095
15.47% 13.24%
15.58% 13.34%
0.060 0.048
0.1190 0.1112
0.0252 0.0252
0.0823 0.0823
0.0037 0.0029
0.0361 0.0258
12.37% 12.33%
12.90% 12.86%
0.058 0.046
0.0196 0.0183
0.0049 0.0049
0.0168 0.0168
0.0048 0.0034
0.0191 0.0183
1.87% 1.87%
1.95% 1.94%
0.057 0.045
0.0168 0.0168
0.0049 0.0049
0.0168 D.0168
0.0008 0.0065
0.0169 0.0168
36.53% 31.50%
39.23% 33.83%
0.06% 0,057
0.0492 0.0463
0.0076 0.0076
0.0360 0.0360
0.0080 0.0048
0.0472 0.0417
26.76% 26.64%
26.16% 26.04%
0.087 0.075
0.0462 0.0423
0.0076 0.0076
0.0360 0.0360
0.0110 0.0088
0.0460 0.0418
68.78% 68.58%
68.71% 68.51%
0.093 0.081
0.0397 0.0389
0.0076 0.0076
0.0360 0.0360
0.0367 0.0290
0.0397 0.0388
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Cost Coverage Model

First-Class Workshared Rates and Additional Ounce Charges at Formal Proposals

with Standard (A) Commercial Cost Coverage Increase

Base Values Proposed R97-1

Alternate Proposal

Standard Regular Enhanced Carrier Route Test Year After-Rates Shares

Standard Regular ECR Automated 13.64%
Standard Regular ECR Automated Basic Letters 36.43%
Standard Regular ECR Automated Basic Nonletters 53.37%
Standard Regular ECR High Density Tetters 4.51%
Standard Regular ECR High-Density Nendetters 5.78%
Standard Regular FCR Saturation Letters 3542%
Standard Regular ECR Saturation Nonletters 40.85%

Volume regressions are obtained from Direct Testimony of Thomas E. Thress in Docket No. R97-1, USPS-T-7

23.64%
36.43%
53.37%

4.51%

5.78%
35.42%
40.85%
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ii
38
43
45
45
46
46
46

ERRATA TO TESTIMONY OF JAMES A. CLIFTON

AMERICAN BANKERS ASSOCATION
EDISTON ELECTRIC INSTITUTE

ON BEHALF OF

NATIONAL ASSOCIATION OF PRESORT MAILERS

ABA/EEI/NAPM-T-1

Change

274%
8.7

6.7

over
$139
285.6%
274%
197.06%
269%
$17.9

To

276%
6.8

6.8
about
$117
287 1%
276%
197.33%
271%
$41.4



