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{Revised 2/12/98)
REVISED RESPONSE OF ABA/EEI/NAPM WITNESS CLIFTON
TO USPS/ABASEEI&NAPM-T1-4
USPS/ABA&EEI&NAPM-T1-4
Please provide the detailed calculations in hard copy and in electronic form of the Table 9 column
costs Historical Changes in Unit Costs FY95-FY96 Continue, Unit Mail Processing Cost (The
column for which Retail Presort is 6.3440 cents.) If this has already been suppli=d, please provide
detailed citations to these calculations.

RESPONSE

See revised Attachment.
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First-Class Workshared Mail Processing Unit Cost Methodology
Weighted Historical Changes in Unit Costs,
FY94-FY96 and FY95-FY96, Adjusted
Summary of First-Class Workshared Letters Mail Processing Costs

Unit Mail Processing Costs (Cents per Piece)

Letters
Retail Presort 6.2145
Automation
Basic 4.,5912
3-Digit 3,9256
5-Digit 2.6125
Carrier Route 1.9776

Source: Adjusted First-Class Workshared Unit Mail Processing Costs, p. 2.

Test Year First-Class Workshared Costs

Base Year 1996

First-Class Workshared Letters Mail Processing Labor Costs
(Alexandrovich, Thousand Dollars) 1,080,864
Volume (Thousand Pieces) 39,057,193
Unit Cost (Cents per Piece) 2.7674

Historical Changes in Unit Costs FY95 to FY96

Wgt. Hist. Changes in Unit Costs, Adj, BY96-FY97 -0.0996
Wgt. Hist. Changes in Unit Costs, Adj, FY97-FY98 -0.0960
Projected TY98 Unit Cost (Cents per Piece) 2.5718
Change from BY96 (Cents per Piece) -0.1956
Volume (Thousand Pieces}) 41,506,989
Total Costs (Thousand Dollars) 1,067,472
Pre-Test Year Costs (Thousand Dollars) 1,096,329
Ratio to Escalate to Test Year 0.9737
Sources:

Fiscal Years 1994 and 1996: USPS, Cost and Revenue Analysis.

Base Year 1996: Direct Testimony of Joe Alexandrovich in Docket No. R97-1,
USPS-T-5, Exhibit USPS-5C.

Pre-Test Year: LR-H-106.



First-Class Workshared Mail Processing Unit Cost Methodology
Weighted Historical Changes in Unit Costs,

FY94-FY96 and FY95-FY96, Adjusted

Adjusted First-Class Workshared Unit Mail Processing Costs

CRA Costs by Shape

First-Class non-carrier route presort - proportional
First-Class non-carrier route presort - fixed

Total First-Class non-carrier route presort

Total Firsi-Class carrier route presort

Sources:

Proporiional: CRA Letter Mai! Processing Unit Costs by Cost Pool, p. 4.
Fixed: CRA Letter Mail Processing Unit Costs by Cost Pool, p. 4.
Carrier Route Presorl: Test Year Volume Variable Costs with All Adjustments, p. 5.

Development of Adjustment Factors and Adjusted Costs

Nonaulomation Presort Costs Model Cost
(11
OCR Mail in OCR Trays 5.2952
OCR Maitl in Non-OCR Trays 5.1958
Non-OCR Mail in Non-OCR Trays 6.6992
Total
All Non-Carrier Route Presort Model Cost
[4]
Nonautomation 5.9053
Automation Basic 4.2822
Automation 3-Digit 3.6167
Automation 5-Digit 2.3038
Total 3.6669

Weight
[
48.26%
7.73%
44.00%
100.00%

Test Year
Before Rates
Volume
5]
4,994,580
4,284,955
20,642,552
9,375,320
39,297,407

First-Class non-carrier route presort letter proportional adjustment

First-Class non-carrier route presort letter fixed adjustment

Sources:

[1}: Exhibit USPS-23A, p. 2, [1].

[2]: Exhibit USPS-254, p. 2, [2].

[31: (1] [2]-

[4]: Exhibit USPS-25A, p. 2, [3].

[5]: Exhibit USPS-25A, p. 2, [6].

[6]: 4]~ [5)-

[7}: [4] * Proportional Adjustment + Fixed Adjustment.

3.6673
0.3084
3.9758

1.9776

Weighted Cost
[3]

2.5555

04019

2.9479

5.9053

Total Cost
[6]
$29,494 644
$18,349,134
$74,658,013
21,598,818
$144,100,609

1.0001
0.30834

Attachment to USPS/ ABA&EEI&NAPM-T1-4
Page 2 (Revised 2/12/98)

Adjusted Unit
Cost
[7]
6.2145
4.5912
3.9256
2.6125

Proportional adjustment: CRA Cost by Shape proportional adjustment divided by non-CR maodel cost.

Fixed adjustment: CRA Cost by Shape fixed adjustment.



FY94-FY96 and FY95-FY96, Adjusted

Attachment to USPS/ ABA&EFI&NAPM-T1-4
Page 3 (Revised 2/12/98)

First-Class Workshared Mail Processing Unit Cost Methodology
Weighted Historical Changes in Unit Costs,

CRA Letter Mail Processing Unit Costs by Cost Pool

First-Class
Noncarrier
Route Presort

Location Cost Poal Letters Cost Proportional

[1] 2]
mods bcs/ 0.9464 X
mods express 0.0015 X
mods fsm/ 0.0031 X
mods Ism/ 0.0397 X
mods manf 0.0067 X
mods manl 0.3949 X
mods manp 0.0015 X
mods mecparc 0.0001 X
mods ocr/ 0.1423 X
mods priority 0.0034 X
mods spbs Oth 0.0019 X
mods spbsPrio 0.0041 X
mods BusReply 0.0034 X
mods INTL 0.0048 X
mods LD15 0.3907 X
mods LD41 0.0280 X
mods LD42 0.0005 X
mods LD43 0.1373 X
mods LD44 0.0588 X
mods LD48 Exp 0.0000 X
mods LD48 Oth 0.0075 X
mods [.D48_SSv 0.0026 X
mods LD49 0.2127 X
mods LD79 0.0604 X
mods MAILGRAM 0.0000 X
mods Registry 0.0000 X
mods REWRAP 0.0006 X
mods T1Bulk pr 0.0117 X
mods 1CancMPP 0.0240 X
mods 1EEQMT 0.0116 X

Fixed

[3]

Proportional
Costs
[4]
0.9464
0.0015
0.0031
0.0397
0.0067
0.3949
0.0015
(.0001
0.1423
0.0034
0.0019
0.0041
0.0034
0.0048
0.3907
0.0280
0.0005
0.1373
0.0588
0.0000
0.0075
0.0026
0.2127
0.0604
.0000
0.0000
0.0006
0.0117
0.0240
0.0116

Fixed Costs
[5]



FY94-FY96 and FY95-FY96, Adjusted

Attachment to USPS/ ABA&EEI&NAPM-T1-4
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First-Class Workshared Mail Processing Unit Cost Methodology
Weighted Historical Changes in Unit Costs,

CRA Letter Mail Processing Unit Costs by Cost Pool

First-Class

Noncarrier
Route Presort
Location Cost Pool Letters Cost Proportional
(1] 2]

mods 1IMISC 0.0278 X
mods 10Pbulk 0.0318 X
mods 10Ppref 0.2227 X
mods 1Platfrm 0.2187
mods 1POUCHNG 0.1595 X
mods 1SackS_h 0.0291
mods 1SackS_m 0.0032
mods 1SCAN 0.0215 X
mods 1SUPPORT 0.0311 X
BMCs nmo 0.0000
BMCGCs psm 0.0000
BMCs spb 0.0003
BMCs ssm 0.0000
BMCs Othr 0.0000
BMCs Pla 0.0008
Non Mods 0.7294 92.27%
Total 3.9758
Sources:

Fixed
(3]

> o

O3 ¢ pd X e =

a2

Proportional
Costs
(4]
.0278
0.0318
0.2227

2.1595

0.0215
0.0311

0.6730
3.6673

Fixed Costs
[5]

0.2187

0.0291
0.0032

0.0000
0.0000
0.0003
0.0000
0.0000
0.0008
0.0564
0.3084

[1]: Test Year Mail Processing Volume Variable Labor and Piggybacked Costs by Cost Pool for
Letter Shape by Category with All Adjustments, p. 3.
[2): Cost pools that have been treated as proportional (USPS-T-25, Appendix V, pp. 1-2).
[3}; Cost pools that have been treated as fixed (USPS-T-25, Appendix V, pp. 1-2).
[4]: Mail processing costs that have been treated as proportional (USPS-T-25, Appendix V, pp. 1-

2).

[5]: Mail processing costs that have been treated as fixed (USP5-T-25, Appendix V, pp. 1-2).
The non mods costs have been split between proportional and fixed based on the split of the

aggregate of all mods cost pools (USPS-T-25, Appendix V, pp. 1-2).



Attachment to USPS/ABA&FEI&NAPM-T]-4

Pape 5 (Revised 2/12/98)
First-Class Workshared Mail Processing Unit Cost Methodology

Weighted Historical Changes in Unit Costs,
FY94-FY96 and FY95-FY96, Adjusted
Test Year Mail Processing Volume Variable Labor and Piggybacked Costs:
by Cost Pool by Shape by Category With All Adjustments

Letters Flats Parcels
Tst CL 1st Pr. st Pr. 1st CL 1st Pr. Ist Pr. 1st CI. Ist Pr.
SingleP  Carr-Rt NCarr-Rt SingleP  Carr-Rt  NCarr-Ft Single? NCarr-RlL
COST POOL

mods  bcs/ 1.731 0.504 0.946 0.043 0.000 0.001 0.158 0.988
mods  express 0.004 0.000 0.002 0.018 0.000 0.001 0.130 0.011
mods  fsm/ 0.047 0.005 0.003 12.678 0.000 6.276 0.501 0.007
mods  lsm/ 0.251 0.014 0.040 0.012 0.000 0.006 0.026 0.000
mods  manf 0.036 0.008 0.007 3.789 0.000 2.49%6 0.615 0.005
mods  manl 1.829 0.081 0.395 0.436 0.000 0.320 0.583 1.999
mods  manp 0.005 0.000 0.001 0.024 0.000 Q.055 0.787 0.001
mods  mecparc 0.003 0.000 0.000 0.00% 0.000 0.003 0.271 0.006
mods  oct/ 0.559 0.038 0.142 0.046 4.000 0.000 0.159 0.001
mods  priority 0.009 0.000 0.003 0.064 0.000 0.000 1.01t 0.175
mods  spbs Oth 0.012 0.015 0.002 0.179 0.000 0.124 6.538 0.421
mods  spbsPrio 0.002 0.002 0.004 0.061 0.000 0.039 2.751 0.004
mods  BusReply 0.018 0.000 0.003 0.044 0.000 0.000 0128 0.004
mods  INTL 0.026 0.000 0.005 0.017 0.000 0.000 0.226 0.001
mods LD15 1.817 0.175 0.391 0.149 .000 0.000 - -
mods  L.D41 0.038 0.012 0.028 0.000 0.000 0.000 0.000 -
mods  LI42Z 0.002 0.000 0.000 0.010 0.000 0.000 0.001 0.000
mods  LD43 0.390 0.090 0137 1.102 0.000 0.698 2.768 0.968
mods  LD44 0.145 0.015 0.059 0.280 0.000 0.096 D.246 0.003
mods  LD48 Exp 0.000 0.000 0.000 0.003 0.000 0.020 0.002 0.000
mods  LID48 Oth 0018 0.004 0.007 0.040 0.000 G.021 0.100 0.019
mods  LD4B_SSv 0.011 0.004 0.003 0.014 0.000 0.017 0.033 0.001
mods  LD49 0.209 0.033 0.213 0.440 0.000 0.637 0.226 0.004
mods  LD79 0.018 0.037 0.060 0.035 0,000 0.152 0.293 0.020
mods  MAILGRAM 0.000 0.000 0.000 0.000 0.000 0.020 - -
mods  Registry 0.004 0.000 0.000 0.008 0.000 0.001 0.083 0.002
mods REWRATP 0.019 0.000 0.001 0.010 0.000 0.004 0.002 0.002
mods  1Bulk pr 0.004 0.037 0.012 0.027 0.000 0.025 0.022 0.007
mods  1CapcMPP 0.570 0.011 0.024 1.117 D.000 0.414 3.350 2,284
mods  1EEQMT 0.037 0.008 0.012 0.097 0.000 0.053 0.450 0126
mods  1MISC 0.118 0.022 0.028 0.333 0.000 0.157 0.823 0169
mods  10Pbulk 0.099 0.000 0.032 0458 0.000 0.600 1.579 0.101
mods  1OPpref 0.489 0.213 0.223 1.568 0.000 0.877 16.630 3.570
mods  1Platfrm 0.573 0.141 0.219 2471 0.000 1.180 12.838 4182
mods  1POQUCHNG 0402 0.116 0.159 1.513 0.000 0.428 10.826 1.871
mods  1Sack5_h 0.048 0.000 0.029 0.239 0.000 0.148 0.777 -
mods  1SackS_m 0.024 0.004 0.003 0.071 0.000 0.314 0.400 0.007
mods  1SCAN 0.049 0.010 0.021 0.108 0.000 0.043 0.181 0.029
mods  1SUPPORT .115 0.015 0.031 0.341 0.000 0.179 0.752 0.192
BMCs nmo 0.000 0.000 0.000 0.000 0.000 0.000 0.000 -
BMCs  psm 0.000 0.000 0.000 0.000 0.000 0.000 0,270 -
BMCs spb 0.001 0.035 0.000 0.000 0.000 0.000 0.296 -
BMCs  ssm 0.001 0.010 06.000 0.000 0.000 0.C00 0.000 -
BMCs  Othr 0.003 0.000 0.000 0.034 0.000 0.C00 0.109 -
BMCs Pla 0.001 0.003 0.001 0.004 0.000 0.C00 0.134 -
Non Mods 2.006 0.262 0.729 4.535 0.000 2.524 7.003 1.773
Total Unit Cost 11.742 1.978 3.976 32427 0.000 18.014 74.078 18.955
FY98 Volumes (in millions) 49,065 1,553 39,297 4,878 1 631 451 26
FY98 Unit Costs 11.902 1.994 4.009 32.869 0.000 18,164 75.088 19113

Before Reconciliation

Source: Piggyback factors, reconciliation and escalation factors (pp. 10 and 11) applied to FY96 costs with worksheet adjustments,
premium pay, and other reductions (p. 6).
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First-Class Workshared Mail Processing Unit Cost Methodology
Weighted Historical Changes in Unit Costs,
FY94-FY96 and FY95-FY96, Adjusted
FY96 Mail Processing Volume Variable Costs by Cost Pool
by Shape and Category with Worksheet Adjustments, Preminm Pay Factors, and
Adjustments to Cost Pools Due to Cost Reductions and Other Programs
Letters Flats Parcels
1st CL. Ist Pr, 1st Pr. 1st 1. 1st Pr. 1st Pr. 1st Cl. st Pr.
Single P Carr-Rt  NCarr-Rt Single P Carr-Rt  NCarr-I% Single P  NCarr-Rt
COSTPOOL
mods bes/ 401,736 6,590 190,413 990 0 3 337 210
mods express 1,331 3 471 618 0 4 426 4
mods fsmy/ 14,484 93 830 388,171 220 18,644 1,420 2
mods Ism/ 52,982 168 7,268 258 0 13 50
maods manf 11,870 144 1,913 123,550 0 7.8% 1,855 1
mods manl 630,399 1,582 117,958 14,953 - 1,055 1,849 631
mods manp 1,474 1 389 733 0 154 2,227 a
mods mecparc 674 1 13 228 0 3 652 1
mods ocr/ 126,131 1122 27818 1,032 a 1 331 a
mods priority 2,936 0 982 2104 2 0 3,070 53
mods spbs Cth 3,400 228 451 4,913 - 330 16,644 107
mods spbsPrio 534 36 1,040 1,778 1 251 7419 1
mods BusReply 5731 0 937 1,385 0 0 377 1
mods INTL 7310 - 1,175 an - - 592 ]
mexds LD15 592,399 3,222 110,403 4,838 - - - -
mods LD41 8777 161 5,581 0 - - 0 -
mods LID42 646 0 107 264 0 0 3 0
mods 1.D43 128,631 1,674 39,207 36,084 229 2,219 8392 292
mods LID44 50,053 288 17,645 9,642 2 321 782 1
mods 148 Exp 118 1 14 94 1 0 6 0
mods L48 Oth 6,328 76 2,23 1,377 5 70 316 6
mods LD48_S5v 3,681 72 778 478 - 35 105 0
mods LD49 66,189 595 58,283 13,839 0 2127 656 1
mods LD79 5,939 690 17,230 1,161 249 513 889 6
meds MAILGRAM - - - - -
mods Registry 1,282 0 6 292 0 2 274 1
mods REWRAP 6,272 1 170 333 0 14 7 1
mods 1Bulk pr 1,272 637 3,077 812 1 3 &0 2
mods 1CancMPP 125,748 134 4,592 24,495 0 832 6,802 462
mods 1EEQMT 11,269 143 3,065 2,928 30 157 1,264 35
mexds 1MISC 39,615 420 8,099 11,129 12 509 2,547 52
mods 10Pbulk 29178 - 8137 13,458 - 1,708 4,292 27
mods 10Ppref 143,743 3,526 56,685 45,786 - 2,485 44,938 961
mods 1Platfrin 146,797 2,038 48,592 62,973 284 2917 30,285 983
mods 1POUCHNG 114,295 1,866 39,300 42,774 36 1,172 28,319 488
mods 15ackS_h 12,862 - 6,710 6,324 - 381 1,901 -
mods 15ackS_m 5916 52 668 1,718 200 738 895 2
mods 15CAN 14,663 167 5,551 3,206 3 138 4% 8
mods 1SUPPORT 40,924 209 9,590 12,086 13 616 2,464 63
BMCs o 0 2 0 1 - . 0 B
BMCs psm - ~ - - - - 580 -
BMCs spb 213 554 73 2 - - 773 -
BMCs ssm 109 112 0 6 - - 0 -
BMCs Othr 828 - - S35 - - 281 -
BMCs Pla 145 43 160 88 - - 274 -
Non Mods 656,068 4,835 206,780 147432 37 7,961 21,075 532
Total 3,474,953 31,580 1,004,397 985,745 1,983 53433 195,924 4,936

Source: Premium pay and cost reduction and other prograrms adjustment ratios for each cost pool (pp. 10 and 11) applied to FY96 Costs
with worksharing adjustments (p. 7).
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First-Class Workshared Mail Processing Unit Cost Methodology
Weighted Historical Changes in Unit Costs,
FY94-FY96 and FY95-FY96, Adjusted
FY96 Mail Processing Volume Variable Costs by Cost Pool
by Shape by Category with Cost Segment 3 Worksheet Adjustments
Letters Flats Parcels
1st Cl. 1st Pr. 1st Pr. 1st CL 1st Pr. Ist Py, 1st Cl. 1st Pr.
SingleP  CarrRt NCarr-Rt Singte?  Carr-Rt NCarr-Rt Single P NCarr-Rt
COST POOL

mods  bes/ 342,047 5,663 163,630 843 0 3 287 181
mods  express 1,305 3 466 606 0 4 417 4
mods  fsm/ 13,319 87 770 356,956 205 17,304 1,306 2
mods  lsm/ 493,334 1,580 68,308 2,406 1 119 461 1
mods  manf 15,220 187 2476 158,417 0 10,218 2,379 2
mods  mant 617,818 1,565 116,680 14,655 - 1,053 1,812 625
mods  manp 1,445 1 385 718 0 162 2,183 0
mods  mecparc 660 1 13 223 0 3 639 1
mods  ocr/ 118,325 1,062 26,339 568 0 1 310 0
mods  priority 2,877 0 971 2,062 2 0 3,009 52
mods  spbs Oth 2,715 184 364 3,923 - 266 13,290 86
mods spbsPrio 523 35 1,029 1,742 1 248 7,271 1
mods  BusReply 5617 0 927 1,367 0 o} 369 i
mods  INTL 7,164 - 1,162 462 - - 581 0
mods LDI5 275,408 1,512 51,804 2,249 - - - -
mods  LD41 8,602 160 5,520 o - - 0 -
mods  LD42 634 0 106 259 0 0 3 0
mods  [.D43 126,064 1,656 38,782 35,364 227 2,195 8,224 289
mods LD44 49,054 285 17,454 9,449 2 317 766 1
mods  LD48 Exp 116 1 14 92 1 0 & 0
mods  E[248 Oth 6,202 75 2,207 1,349 5 69 310 6
mods  LD48_SSv 3,608 71 770 468 - 55 103 0
mods  LD49 66,753 606 59,328 13,957 0 2,165 661 1
mods LD79 5,820 683 17,044 1,138 246 508 g871 6
mods  MAILGRAM - - - - - - - -
mods  Registry 1,256 0 6 286 o] 2 268 1
mods REWRAP 6,147 1 168 326 0 13 7 1
mods  1Bulk pr 1,246 630 3,044 795 1 73 59 2
mods  1CancMPP 126,475 136 4,662 24,637 0 895 6,841 469
mods  1EEQMT 11,044 142 3,032 2,869 30 156 1,238 35
mods  1MISC 38,824 416 8,011 10,906 12 503 2,496 52
mods  10Pbulk 32,176 - 9,057 14,841 - 1,901 4,733 30
mods  IOPpref 148,040 3,665 58,924 47,154 - 2,583 46,281 999
mods  1Platfrm 143,867 2,015 48,066 61,716 281 2,885 29,680 972
mods  1POUCHNG 112,014 1,846 38,874 41,920 357 1,160 27,754 482
mods  1SackS_h 12,605 - 6,637 6,198 - 377 1,864 -
mods  1SackS_m 5,798 51 661 1,683 197 730 877 2
mods  15CAN 14,371 165 5491 3,142 3 137 486 8
mods  1SUPPORT 40,107 296 9,487 11,845 13 a9 2415 62
BMCs nmo_4/ o 2 0 1 - - 0 -
BMCs  psm _4/ - - - - - - 569 -
BMCs spb _4/ 208 548 74 2 - - 757 -
BMCs ssm 4/ 107 111 4] 6 - - 0 -
BMCs Othr 4/ 812 - - 916 - - 275 -
BMCs Pla _4/ 146 44 163 88 - - 277 -
NonMo _5/ 642,975 4,783 204,539 144,490 367 7,875 20,654 526
Total 3,502,850 30,269 977,442 983496 1,949 54,550 192,791 4,900

Source: Worksharing adjustments (p. 9) applied to FY96 volume variable costs (p. 8).
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First-Class Workshared Mail Processing Unit Cost Methodology
Weighted Historical Changes in Unit Costs,
FY94-FY96 and FY95-FY96, Adjusted
FY96 Mail Processing Volume Variable Costs by Cost Pool
Letters Flats Parcels
Ist CI. 1st Pr, 1st Pr. Ist CL 1st Pr. 1st Pr. 1st CL Ist Pr.
Single P Carr-Rt  NCarr-Rt Single P Carr-Rt  NCarr-Rt SingleP  NCarr-Rt
COST POOL

mods bcs/ 341,122 5,648 163,212 840 0 3 286 180
mods  express 1,301 3 465 604 0 4 416 4
mods  fsm/ 13,283 B7 769 355,991 204 17,260 1,302
mods  Ism/ 492,000 1,576 68,134 2,399 1 118 460 1
mods manf 15,179 186 2,469 157,989 0 10,192 2372
mods manl 616,148 1,561 116,382 14,615 - 1,051 1,808 623
mods manp 1,441 1 384 716 0 l62 2,177 0
mods mecparc 658 1 13 223 0 3 637 1
mods ocr/ 118,005 1,060 26,272 965 0 1 309 0
mods priority 2,870 0 968 2,057 2 0 3,001 52
mods spbs Oth 2,708 184 363 3912 - 265 13,254 86
mods  spbsPrio 522 35 1,026 1,738 i 248 7,251 1
mods BusReply 5,602 0 925 1,364 0 0 368 1
mods INTL 7,145 - 1,159 460 - - 579 0
mods LD15 274,663 1,508 51,672 2,243 - - - -
mods LD41 8,579 159 5,506 Q - - 0 -
mods LD42 632 0 106 258 0 0 3 0
mods LD43 125,723 1,652 38,683 35,268 226 2,189 8,202 288
mods LD44 48,921 285 17,409 9,424 2 317 764 1
mods LD48 Exp 1le 1 14 92 1 a 6 0
mods LD48 Oth 6,185 75 2,201 1,346 5 69 309 6
mods LD48 SSv 3,598 71 768 467 - 55 103 0
mods 1.D49 66,573 604 59,176 13,919 0 2,159 660 1
mods LD79 5,804 681 17,000 1,135 245 506 869 6
mods MAILGRAM - - - - - - - -
mods Registry 1,253 0 6 286 0 2 268 1
mods REWRAP 6,131 1 167 325 0 13 7 1
mods  1Bulk pr 1,243 629 3,036 793 1 72 59 2
mods 1CancMPP 126,133 135 4,650 24,570 0 893 6,823 468
mods 1EEQMT 11,014 141 3,024 2,862 30 155 1,235 a5
mods 1MISC 38,719 414 7,991 10,877 12 502 2489 51
mods 10Pbulk 32,089 - 9,034 14,801 - 1,897 4,720 30
mods 10Ppref 147,640 3,656 58,773 47,027 - 2,576 46,156 997
mods  1Platfrm 143,478 2,010 47,943 61,549 280 2,878 22,600 870
mods 1POUCHNG 111,711 1,841 38,775 41,807 356 1,157 27,679 481
mods 1SackS_h 12,571 - 6,620 6,182 - 376 1,859 -
mods 1SackS_m 5,783 51 659 1,679 197 728 875 2
mods 1SCAN 14,332 165 5477 3,133 3 136 484 8
mods 1SUPPORT 39,999 285 9,462 11,813 13 608 2408 62
BMCs nmo 0 2 0 1 - - 0 -
BMCs psm - - - - - - 553 -
BMCs spb 203 533 72 2 - - 736 -
BMCs ssm 104 108 0 6 - - 0 -
BMCs Othr 789 - - 891 - - 268 -
BMCs Pla 142 43 158 86 - - 269 -
Non Mods 632,718 4,707 201,306 142,185 361 7,750 20,325 518
Total 3,484 829 30,111 972,230 978,897 1,939 54,346 191,949 4,880

Source: LR-H-106 in Docket No. 97-1 "Mail Processing Unit Costs by Shape,” p. 1I-1, III-1, and [V-1.
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Page 9 (Revised 2/12/98)
First-Class Workshared Mail Processing Unit Cost Methodology
Weighted Historical Changes in Unit Costs,
FY94-FY96 and FY95-FY96, Adjusted
Cost Segment 3 Worksheet Adjustments®
BMC Mail Processing Labor Costs
49 () (@) @
BMC Costs BMC BMC Costs BMC ratio
(excl clocking clocking in & Total Ratio
Line No. in & out) out
1 616,383 15,816 632,199 1.025659371
Source: page2,C3 page 2,C4 C1+C2 C3/C1
Nen-MODS Mail Processing Costs
1 2 3 (4)
Non-MODS Costs ~ Non-MODS Non-MODS Non-MCDS Costs
(excl clocking clocking in & Total Costs Ratio
in & out) out
2 2,324,491 31,295 2,355,786 1.013463162
Source: Fage 2, C5 page 2, C6 C1+cC2 C3/a1
Lump Sum Adjustment for Mail Processing Labor Costs
(1) @ 3 )
Total Labor Cost
w/o Lump Sum Lump Sum Total Ratio
3 13,213,586 33,826 13,247 412 1.002559941
Source: paged, C7 page 4, C8 c1+C2 c3/c1
Normal Feature & Special Delivery Adjustment
0] @ (3) @)
First-Class Mail Categories:
Before Adj. Adjustmt. Total Ratio
4 Letters and Sealed Parcels 4,678,429 705 4,679,134 1.000150692
5 Presort Letters and Sealed Parcels 1,069,149 1 1,069,150 1.000000935
6 Presort Cards 35,957 35,957 1
Source: page 3,C2 page 3, Cl+C2 C3/C1
times C4L3 C4 + C10
of this page

* All page references are to Witness Alexandrovich, USPS-T-5, WP’ B-3,
W/53.1.1.
Source: LR-H-106 in Docket No. 97-1 "Mail Processing Unit Costs by Shape," p. VI-1
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First-Class Workshared Mail Processing Unit Cost Methodology
Weighted Historical Changes in Unit Costs,
FY9%4-FY96 and FY95-FY96, Adjusted
Adjustment Ratios for Premium Pay, Mail Processing Piggyback,
Roll Forward, Reconciliation, and Shape/Presort Mix

Letters
1st Cl. 1st Pr. 1st Pr.
Single P Carr-Rt NCarr-Rt

Unadjusted Base Year 4,679,134 1,069,130
With Premium Pay 4,774,417 1,080,864
Prem Pay Adjustment 1.020363383 1.010956367 1.010956367
TY98 Mail Processing Direct Labor Cost 4,899,428 1,067,472
Mail Processing Piggyback Factor 1.56702 1.6035
TY98 Cost * Piggyback 7,677,502 1,711,691
Spreadsheet Pre-Test Year Costs 4,656,621 33,563 1,096,329
Rollforward Ratio to Test Year 1.052142378 0.973678556 0.973678556
TY98 Unit Costs Reconciliation Target 7,677,502 1,711,691
TY98 Unit Costs Before Reconciliation 7,782,179 30,960 1,595,033
TY98 Reconciliation Ratio 0.98655 0.99171

Shape/Presort Adjustment to Reflect the Mail Mix Adjustment
Percent of Shape/

Percent of Costs from Presort
Costs from  Pre-Test Pre-Test  Adjustment

Mail Mix  Year Costs Year Ratios
Non-Carrier Route Letter 91.00% 1,004,397 91.61% .993
Flat 6.98% 53,433 4.87% 1.432
Parcel 0.28% 4,936 0.45% 0.632
Carrier Route Letter 1.74% 31,580 2.88% 0.604
Flat 1,983 0.18% 0.000

All Total 100.00% 1,096,326 100.00%

Source:

TYS8 Mail Processing Direct Labor Cost: Summary of First-Class Workshared Letter Mail
Processing Costs.

Other Data: LR-H-106 in Docket No. 97-1 "Mail Processing Unit Costs by Shape," p. VI-3.
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First-Class Workshared Mail Processing Unit Cost Methodology

Weighted Historical Changes in Unit Costs,
FY94-FY96 and FY95-FY96, Adjusted

Adjustment Ratjo for Cost Reductions & Other Programs and Piggyback Factors by Cost Pool

COST POOL
mods  bes/
mods express
mods  fsm/
mods  Ism/
mods manf
mods man]}
mods manp
mods  mecparc
mods ocr/
mods  priority
mods  spbs Oth
mods  spbsPrio
mods  BusReply
mods INTL
mods LD15
mods LD41
mods LD42
mods LD43
mods L4
mods  LD48 Exp
mods LD48 Oth
mods LD48_SSv
mods LD49
mods LD79
mods  MAILGRAM
mods  Registry
mods REWRAP
mods 1Bulk pr
mods 1CancMPP
mods  1EEQMT
mods 1MISC
mods 10Pbulk
mods  10Ppref
mods 1Platfrm
mods 1POUCHNG
mods 1Sack5_h
mods 15ackS5_m
mods 1SCAN
mods 1SUPPORT
BMCs nmo
BMCs psm
BMCs spb
BMCs ssm
BMCs Othr
BMCs Pla
Non Mods
Total

Cost Reductions &  Escalated Volume

Other Programs Variable Costs Adjustment Ratio
106,016 701,786 1.151066261
1
48,479 737,374 1.06574583%
(645,753) 721,715 0.105253011
(114,519) 485,950 (1.76433943%
1
1
1
8,584 192,065 1.04469441¢,
1
20,237 89,010 1.227361215
1
1
1
463,212 418,037 2.108064075
1
1
1
1
1
1
1
(7,070) 250,265 0.971749985
1
1
1
1
1
(5,248) 205,074 0.974411667
1
1
(28,317) 254,460 0.888718035
(28,317) 584,956 0.951591551
1
1
1
1
1
]
1
1
1
(2,983) 104,589 0.971478864
1
{185,677) 4,745,281

Source: LR-H-106 in Docket No. 97-1 "Mail Processing Unit Costs by Shape," p. VI-2.
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Mail Processing
Operation Specific
Piggyback Factors

2.0366
1.3314
1.5347
2.2404
1.4412
1.3716
1.5361

1.8078
2.0954
1.4326
1.7085
1.6129
1.4770
1.6572
1.4499
2.0535
1.7317
1.4347
1.3659
1.3135
1.3773
1.3629
1.4954
1.4356
1.3724
1.3130
1.4314
1.5609
21420
1.5490
1.4054
1.6004
1.6095
1.8438
1.6626
1.7763
1.9417
1.5869
1.3267
1.6468
2.0267
1.6670
24141

1.6866
2.1252
1.4453



(revised 2/12/98)

REVISED RESPONSE OF ABA/EEI/NAPM WITNESS CLIFTON
TO USPS/ABA&EEI&NAPM/USPS-T1-10

USPS/ABA&EEI&NAPM-T1-10

Please provide the full calculations or citations to the full calculations for the following
two items, which appear in the lower right corner of Technical Appendix C.1, page 10:

Mail Processing Cost -0.00142
Forwarding Cost -0.00262

Please explain in detail how these costs are used in Technical Appendix C.1.

RESPONSE

The original response is correct for the model runs attached as Technical Appendices C and D
to my testimony. However, the roll-forward factor in those runs is not the -3.6% factor noted
in my testimony and explained in further detail in my response to USPS/ABA/EEI/NAPM-T1-8,
but a -2.8% roll-forward factor contained in an earlier draft that was rejected. My early runs
focused on analyzing the direct labor only component of PFY CRA cost segment 3 as it was
initially unclear to me whether USPS witness Alexandrovich’s BY 1996 single number for unit
mail processing costs included direct labor only or overhead as well.

Between drafts of the direct testimony, it had become clear that the single Alexandrovich number
included both CRA cost segment 3 components, and my roll-forward procedure was changed to
incorporate considerations of both direct labor and overhead percentage changes in recent CRA
history as well as other factors. While the procedure is described correctly in my testimony at
page 22, lines 1-5, staff did not cleanse the model runs of the rejected roll-forward factor and use
the formal -3.6% procedure. The corrected model runs and accompanying changes in text and
text tables are being submitted as errata, and also as a revised response to
USPS/ABA/EEI/NAPM-T1-4, but do not materially alter my testimony or my recommended rates
for First-Class workshared letter mail.

Using the revised mode! runs based on the -3.6% roll-forward factor, the answer to this question
should read:

The mail processing adjustment is based on the weighted FY94-96 and FY95-96 change in unit
attributable costs for mail processing direct labor plus overhead that is further explained in
response to USPS/ABA/EEI/NAPM-T1-8. This unit cost was 2.7674 cents in base year 1996
according to USPS witness Alexandrovich. The drop of -0.0996 cents in FY1997 and -0.0969
cents in TY1998 reflects the -3.6% roll-forward factor, producing a mail processing cost
adjustment of 0.196 cents by the test year, as shown in the lower right hand corner of Technical
Appendix C.1, page 10, revised 2/12/98.



