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ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPS/USPS-T51 
Page 1 of 2 

UPS/USPS-T5-1. Please refer to page 6 of your testimony at lines 11-12. 
Identify and describe all “changes between Fiscal Year 1993 and Fiscal Year 
1994” (a) in the Postal Service’s costing systems (including but not limited to the 
In-Office Cost System), (b) in Postal Service data collection forms, and (c) in the 
procedures or methods used in compiling the data, making calculations 
therefrom, or otherwise arriving at costs allocated or distributed to the various 
classes, subclasses, rate categories, or other groupings of mail. 

UPS/USPS-T5-l(a) - (c) Response: 

For IOCS changes between FY93 and FY 94, please reference LR-SSR- 

‘--- 
12 In-Office Cost System (IOCS), Handbook F-25 page 50. For carrier assigned 

to “OTHER ROUTE TYPE” the following sub-categories were added: 

a. Express Mail Delivery or Run 

b. Inter-City/Station Run 

C. VIM 

d. Other 

All tallies for carriers on-street with “a. Express Mail Delivery or Run” 

marked were assigned to Express Mail activity code (2111). 

Also, please reference LR-SSR-12 In-Office Cost System (IOCS), 

Handbook-F45 page 103 and 112. Class of Mail ( F.) Bulk Small Parcel 

Service and Marking (L.) BSPS were added Tallies marked as Class = (F.) 

--. Bulk Small Parcel Service were treated the same as tallies marked Class = (G.) 

4th Class Zone Rate 
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DBMC Parcel Post 

\ 

Walk Sequence Bulk 

City and Rural Carrier Cost and all related 

r-_ 

The above were data collection and software changes only. There 

were no changes in the methodologies for 
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UPS/USPS-,T5-1 
Page 2 of 2 

For TRACS, the following additions were made to the data entry software: 

BSPS 

DBMC Parcel Post 

International Priority 

/ ---, 

Walk Sequence Bulk Rate Regular 

Walk Sequence Bulk Rate Nonprofit. 

City and Rural Carrier Cost data collection programs, and all related 

processing programs, were changed to collect and process BSPS. 

The above were data collection and software changes only. There 

were no changes in the methodologies for calculating costs. 

/‘- 
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ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPS/USPS-T52 
Page 1 of 1 

UPS/USPS-T5-2. In the case of each such change identified in response to 
interrogatory UPS/USPS-T5-1, indicate why each change was made and provide 
the effect of the change, in dollars, on the costs allocated or distributed to each 
of the various classes, subclasses, rate categories, or other groupings of mail. 

UPS/USPS-T52 Response: 

In the IOCS, Express Mail Delivery or Run was added in order to 

,/-.. 

accurately capture the costs associated with carriers on the street performing 

express mail related activities. Attachment 1 reflects the costs distributed to 

express mail as a result of this data collection change. Bulk Small Parcel 

Service was added to the IOCS data collection system in the event that a new 

mail subclass resulted from the Bulk Small Parcel Service case. Attachment 2 

reflects the costs allocated to various groupings of mail and special service by 

cost component when class was marked BSPS. 

With regard to the TRACS and carrier cost systems, the changes provided 

an additional level of detail that had no cost impact on the classes of mail and 

special services. No costs were shifted in or out of the classes mail. For 

example, all BSPS costs remained in parcel post. 
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ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

uPs/usPs--r5-3 
Page 1 of 1 

UPS/USPS-TS-3. Please refer to page 8 of your testimony at lines 7-20, 

(a) Identify every cost that formerly was in one segment ancl that now’ is 
in another segment, and, in the case of each such cost, indicate the segments 
from which and the segments to which the costs were transferred. 

(b) Do any of these changes affect the costs allocated or distributed to 
each of the various classes, subclasses, rate categories, or other groupings of 
mail? If so, describe how each of the various classes, subclasses, rate 
categories, or other groupings are affected. 

UPS/USPS-T53 Response: 

(a) See Attachment 1 

(b) See Attachment 2, which shows the impact of the changes reflected in 

Attachment 1 by classes and subclasses of mail and special services, See also 

USPS LR-SSR-134 for spreadsheets underlying Attachment 2, 
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ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

uwusw-‘b-4 
Page 1 of 2 

UPS/USPS-T!54. Please provide the “tally analysis” and all relatecl workpapers 
or other documents referred to on line 21 of page 8 of your testimomy. 

UPS/USPS Response: 

On August 7, 1996, I filed errata to line 21 of page 6 of my testimony, 

changing my reference to “tally analysis” for the IOCS to “reviewingi” the IOCS, 

as ai result of this interrogatory. Because the IOCS is a tally-based system, I 

consider any review or analysis a “tally” analysis, However, as a result of this 

_@-. interrogatory, I realized that my choice of words might have causecl some 

confusion. There was no tally-by-tally count or moving of tallies with regard to 

the weighting of CAG B tallies discussed. Rather, there was a revisew of the 

relative proportion of accrued costs between mail processing and customer 

services offices within the IOCS CAG B sample and the same relative proportion 

of accrued costs within the universe of offices represented by the l13CS CAG B 

sample, as described in more detail in my response to UPSIUSPST55. As 

such, there are no workpapers or other documents reflecting any tally analysis. 

With regard to changes relating to Bulk Small Parcel Service (BSPS), 

,..--. 

Attachment 1 is a reconstruction of the BSPS tally analyses which indicated the 

need to refine the rules used to assign activity codes to BSPS tallies. Note the 

high incidence of letter and card shape in the BSPS tallies as well as the low 
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ANSWER OF RICHARD PATELUNAS TO INTERROGATOF:IES OF 
UNITED PARCEL SERVICE 

uwusps--r5-4 
Page 2 of 2 

weights recorded for many of the flat, ipp and parcel shape tallies 

With regard to changes relating to third-class, Attachment 2 is a 

reconstruction of the third-class bulk tally analyses which indicated the need to 

refine the rules used to assign activity codes to third-class bulk tallies. Bulk 

tallies being returned to sender or forwarded should be recorded as third-class 

single piece. Attachment 3 is a reconstruction of the third-class single piece 

SAS analyses which also indicated the need for refinement of rules for third- 

class single piece tallies. Mail pieces with bulk rate markings (ie. bulk and 

nonprofit), which are’not being forwarded or returned to sender, should be 

recorded as third-class bulk rate. 

Review of the domestic mail manual resulted in recognizing the need to 

identify First-Class ZIP+4 Barcoded flats in both the presort and nonpresort 

subclasses of First-Class 

,..-,. 

.-~__-,~--- ..~ ---_-- .._. - 
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ANSWER OF RICHARD PATELUNAS TO INTERROGATOF!IES OF 
UNITED PARCEL SERVICE 

UPSIUSPST5-5 
Page 1 of 1 

UPS/USPS-T5-5. (a) Provide (1) every adjustment factor “for weighting C.AG 
6 tallies” referred to in your testimony at the bottom of page 8 and the top of 
page 9, (2) the unadjusted figures to which each adjustment factoir was applied, 
and (3) the figures resulting from the application of each adjustment factor. 

(b) Describe how each adjustment factor was determined. 

UPS/USPS-T5-5 Response: 

(4 

(1) The IOCS CAG B referred to in my testimony consis,ts of 

designated CAG A and B offices grouped in the same pool for cost 

distribution. Two adjustment factors were applied to customer service 

offices sampled in the IOCS CAG B: 0.8721 for clerk and rnailhandler 

tallies and 0.8705 for supervisor and professional, administrative and 

technical employee tallies. 

(2) and (3) See Attachment. The column entitled “Sampled Offices in 

IOCS CAG B” contains the unadjusted ratios. 

(b) See Attachment 



UPS/USPS-TS5 
Attachment 
Page 1 of 2 

Tables 1 and 2 below provide a comparison of the relative proportion of 
accrued costs between mail processing and customer service offices within the 
IOCS CAG B sample as compared with that same relative proportiion of 
accrued costs within the universe of offices (sampled and not sampled) 
represented by the IOCS CAG B sample. 

TABLE 1 Comparison of Clerk and Mailhandler Accrued Costs between 
Sampled Offices in IOCS CAG B and All Offices Eligible for Sampling in IOCS 
CA,G B. 

Type of Office SamDIed Offices Am 
in IOCS CAG B Samolina in IOCS 

CAG 

Mail Processing 

Customer 
Service 

75.53% 77.97% 

24.47% 22.03% 

Total 100.00% 100.00% 

TABLE 2 Comparison of Supervisor and Professional, Administrative and 
Technical Accrued Costs between Sampled Offices in IOCS CAG’ B and All 
Offices Eligible for Sampling in IOCS CAG B. 

TvDe of Office Samoled Offices Ail Offices Flioible for 
in IOCS CAG B Samolina in IOCS 

CAB 
Mail Processing 58.56% 61.88% 

Customer Service 41.44% 38.12% 

Total 100.00% 100.00% 

No comparison was made for City Carrier costs as these costs were accrued 
exclusively within customer service offices. 



UPS/USPST5-5 
Attachment 
Page 2 of 2 

Adjusment factors to be applied to IOCS CAG B tallies to obtain the dollar 
weight for each tally were developed as follows: 

1. For Clerks and Mailhandlers tallies in IOCS CAG B: 

Factor for mail processing office tallies: .7797 / .7553 = 1.0323 (see 
Table 1) 

Factor for customer service office tallies: .2203 I .2447 = .‘9003 (see 
Table 1) 

By dividing both factors by 1.0323, only one factor needs to be applied to the 
customer service tallies: 

.9003 I 1.0323 =.8721 

2. For S’upetvisor and Professional, Administrative and Technical employee 
tallies: 

Factor for mail processing office tallies: .6188 I .5856 = 1.0567 (see 
Table 2) 

Factor for customer service ofice tallies: .3812 I .4144 = .9199 (see 
Table 2) 

By dividing both factors by 1.0567, only one factor needs to be applied to the 
customer service tallies: 

.919!3 I 1.0567 =.8705 



ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPS/USPSTB6 
Page 1 of 1 

UPS/USPS-TB6. Provide every basis for your conclusion, stated on page g of 
your testimony at lines 1-3, that prior to the application of the adjufstment 
factors, there was “an understatement of mail processing functiotx in CAG B 
offices” (emphasis added). 

UPS/USPS-T5-6 Response: 

See response to UPS/USPS-T5-5. The adjustments more closely aligned the 

IOCS mail processing and customer service ratios with the accrued cost mail 

processing and customer service ratios. 

.- 

__-.-__- -~ -- 
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ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPS/USPST5-7 
Page 1 of 1 

UPS/USPS-T5-7. Provide every basis for the conclusion stated oln page 9 of 
your testimony at lines 5-6 that the way in which finance numbers were 
assigned “resulted in a potential bias.” 

UPS/USPS-T5-7 Response: 

Without sample or cost weighting, there would have been a bias since the 

IOCS CAG H includes mail processing offices sampled at different rates but 

grouped in the same pool for cost distribution. See responses to ~DCAAJSFS- 

T5-13.c OCA/USPS-T5-14, and UPS/USPS-T55 



ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPSIUSPST5-8 
Page 1 of 1 

UPS/USPS-T58. Provide every basis for the conclusion stated own page 9 Iof 
your testimony at lines 5-7 that the “potential bias” referred to by you 
“undersamoled mail processing functions and gversamoled customer servke 
functions” (emphasis added). 

UPS/USPS-T58 Response: 

Without sample or cost weighting, mail processing functions would have been 

underrepresented and customer service functions overrepresente’d. See 

responses to OCAIUSPS-T5-13.c OCAIUSPS-T5-14. and UPS/USPS-T5-5. 



ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPS/USPS-T5-9 
Page 1 of 1 

UPS/USPS-‘T5-9. (a) Identify every adjustment factor referred tlo on line 8 of 
page 9 of yo’ur testimony, provide the figures to which each adjustment factor 
was applied, and provide the figures resulting from the application of each 
adjustment factor. 

(b) Describe how each adjustment factor was determined. 

UPS/USPS-T5-9 Response: 

See response to UPS/USPS-TB5. 
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ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPS/USPS-T5-10 
Page 1 of 3 

UPS/USPS-TS-10. Refer to page 9 of your testimony at lines 12-15. 

(a) Identify and describe every “refinement[ ] in the rules used to assign 
activity codes for Bulk Small Parcel Service (BSPS), third-class single piece, and 
First-Class ZIP+4 barcoded flats” and, in the case of each refinement, state why 
it was made and the effect of the refinement on the costs allocated or distributed 
to Parcel Post, third-class single piece, First-Class ZIP+4 barcoded flats, and any 
other grouping or groupings of mail affected by the refinement. 

(b) In the case of each such refinement, provide references to the 
computer code reflecting each refinement as well as references to i:he 
corresponding computer code as it existed prior to making the refinlement. 

(c) What training did the IOCS tally takers receive in connection with the 
implementation of these refinements? 

UPS/USPS-T5-10 Response: 

(a) Attachment 1 describes the refinement in the rules used to assign 

activity codes to BSPS tallies. The SAS analyses of BSPS tallies indicated that 

data collectors were incorrectly identifying tallies as BSPS. Refer tlo Attachment 

2 for the effect of this refinement on cost allocation. Prior to the BSPS 

refinement, c;ard and letter shape costs totaling $2,952 would have been 

assigned to mixed mail. Flat, ipp, and parcel costs ($l3,588K) assigned to First- 

Class, third-class and fourth-class bound printed matter would have been 

assigned to ffourth-class zone rate 



ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPS/USPS-T5-10 
Page 2 of 3 

Attachment 3 describes the refinement in the rules used to assign activity 

codes for third-class tallies. The SAS analyses of third-class tallies indicated that 

data collectons were having difficulty distinguishing between the subclasses of 

third-class. Refer to Attachment 4 for the effect of this refinement in cost 

allocation. For mail processing direct labor , shown on page 1, $22,486K was 

allocated to third-class single piece from third-class bulk class mark.ed by the 

data collectors; $39,28lK was allocated to various third-class bulk subclasses 

_-. 

from the third,-class single piece indicated by the data collectors. Tihe cost 

allocations resulting from the refinement for window service and carriers in- 

office are provided on pages 2-3 of the attachment 

First-Class Zip+4 barcoded flats without presort marking were being 

included in the First -Class presort category. This was corrected by placing 

these tallies im the nonpresort category. Refer to Attachment 5 for the effect of 

this refinement. The costs ($9,869K) shown for First-Class Letters and Parcels 

would have been included in First-Class Presort Letters and Parcels prior to the 

refinement 

(b) New computer code reflecting the activity code assignment relating to 

the BSPS refinement is in Library Reference SSR-19, program ALB040C8, page 

571, lines 23630 through 23860. New computer code reflecting BSPS refinement 

-- ___--___ .-____- 
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ANSWEiR OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPS/USPS-7’5-1 0 
Page 3 of 3 

_-._ 

process is in Library Reference SSR-13, pages 16 through 18. For computel- 

code as it existed prior to making the refinement, refer to Library Reference 

SSR-19, page 585 through 586, lines 31690 through 32200. Lines 31740 and 

31900 checked for mail class ‘F’ (BSPS) and ‘G’ (4th Class Zone R.ate), treating 

both class malrkings in the same manor when assigning activity codles. 

New computer code reflecting new edit and consistency processing for 

the third-class refinement is in Library References SSR-19, program ALB06OC6, 

page 676, lines 37230 through 37550. New computer code reflecting the 

refinement process is in SSR-13, pages 18. The computer code used to assign 

the unedited third-class activity codes is unchanged and may be follund in Library 

Reference SSR-19, program ALB040C8, pages 573-574, lines 24740 through 

25320 for card shape, and pages 583-584, lines 30430 through 30970 for all 

other shapes. 

Computer code reflecting the refinement to First-Class ZIP+4 barcoded 

flats is in Library Reference SSR-19, page 582, lines 29770 througlh 30000. For 

computer code as it existed prior to making the refinement simply Iremove 

lines 29850 through 29950. 

(c) None, 

--__--- 
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UPS/USPS-T5-10 
Attachment 5 
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ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 

UNITED PARCEL SERVICE 

UPS/USPS-1-5-1 1 
Page 1 of 1 

UPS/USPS-T5-11. Identify and describe all of the “BSPS changes. .in the 
assignment of tallies for bulk small parcels” referred to on lines 15’16 of page 9 
of your testimony. In the case of each such change, provide the dollar amount of 
costs shifted away from parcel post and identify the class, subclass, or rate 
category to which the costs were shifted. 

UPS/USPS-T5-11 Response: 

See my response to UPS/USPS-T510 



ANSWER OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPS/USPS-T512 
Page 1 of 1 

UPS/USPS-T5-12. Provide every basis for your conclusion, stated on lines 15- 
16 of page 9 of your testimony, that there was an “overstatement” to parcel post 
in the assignment of tallies for bulk small parcels. 

UPS/USPS-T5-12 Response: 

See mly response to UPS/USPS-T5-10 

.___-__- -_-~ -- 
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ANSWER OF RICHARD PATELUNAS TO INTERROGATOR.IES OF 
UNITED PARCEL SERVICE 

uPs/usPs-l-5-13 
Page 1 of 1 

UPS/USPS-T51 3. Refer to lines 19-21 on page 9 of your testimony. Identify 
every way in which “the rules used to assign tallies for some third-class mail 
pieces were refined.” 

UPS/USPS-T513 Response: 

See my response to UPS/USPS-T5-10. 

--- --. 



ANSWEiR OF RICHARD PATELUNAS TO INTERROGATORIES OF 
UNITED PARCEL SERVICE 

UPS/USPS-7’5-14 
Page 1 of 1 

UPS/USPS-T5-14. Identify and describe every other change in dat,a collection 
forms, procedures, or methods not identified in the answers to interrogatories 
UPS/USPS-T5-1 through UPS/USPS-T5-16 that affects or affected in any way 
the amount of costs allocated or distributed to parcel post from Fiscal Year 1994 
to Fiscal Year 1995, and, in the case of each such change, (a) state the dollar 
amount of costs shifted away from parcel post and (b) the dollar amount of costs 
shifted to parcel post. 

UPS/USPS-T5-14 Response: 

I know of no other changes that affect costs allocated or distributed to 

parcel post from Fiscal Year 1994 to 1995. 



DECLARATION 

I, Richard Patelunas, declare under penalty of perjury that the foregoing 

answers are true and correct, to the best of my knowledge, information, and belief. 

/-.-., 
Dated: f- ‘i’- 9b 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this day served the foregoing document upon all 

participants of record in this proceeding in accordance with section 12 of the Rules 

of Practice. 

,&?TL- 34. QdfL 
Susan M. Duchek 

475 L’Enfant Plaza West, SW. 
Washington, D.C. 20260-l 137 
August 9, 1996 


