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Direct Testimony
of
Michael K. Plunkett

AUTOBIOGRAPHICAL SKETCH

My name is Michael K. Plunkett. | am currently an economist in the
Pricing Office of Marketing. | began working for the Postal Service in 1984 as a
letter carrier at the Dracut, Massachusetts Post Office. In 1985, | transferred to
the Manchester, New Hampshire Division where | held a number of positions in
customer services operations. In 1990, | was accepted to the Management
Intern program. As an intern, | rotated through a number of short to medium
term assignments in various organizational units throughout the country. These
assignments included positions in headquarters, area, and district offices in
finance, human resources, operations, and marketing. In 1995, | transferred to
the office of Budget and Financial Analysis where | served as an Economist.

In February 1997, | transferred to the office of Pricing. My responsibilities
include all aspects of fee design for various special services.

I received bachelor's degrees in finance and economics from
Pennsylvania State University in University Park, Pennsylvania, and a master’s
degree in business administration from the Wharton Schocl at the University of
Pennsylvania, where | concentrated on finance and decision sciences.

t have presented pricing testimony in three previous dockets. 1 was the

Postal Service's pricing witness in the Provisional Packaging Service case

MC2000-2, USPS-T-5, page



1 (Docket No. MC97-5), and in the last omnibus rate case (Docket No. R97-1), for
2 various special services. In addition, | presented pricing testimony in the original

3 Mailing Online case (Docket No. MC88-1).
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|. PURPOSE OF TESTIMONY

My testimony presents pricing and classification analyses of the Postal
Service's proposals to establish an experimental classification for Mailing Online,
and an appropriate means for determining fees for the experiment. | then
explain how the proposals meet the rate and classification criteria of the Postal

Reorganization Act.

Il. PROPOSAL

The Postal Service proposes an experimental classification for Mailing
Online. Mailing Oniine will allow customers who use the Postal Service’s Internet
site (www.usps.com) to present electronic documents for printing and
subsequent entry into the mail stream. Documents presented for Mailing Online
service will be stored electronically, commingled electronically with other
documents, and transmitted to one or more commercial printing companies who
will print and prepare the documents for entry at a designated postal acceptance
unit.

The Postal Service plans to offer Mailing Online users the opportunity to
use either First-Class Mail, Priority Mail, Express Mail or Standard Mail rates,
depending on the content of the document and the individual customer’s service
needs. Further, the Postal Service is developing a means for verifying a
Standard Nonprofit customer’s eligibility, so that category can be available for
experimental Mailing Online service. Before the conclusion of the experiment,
customers will also have access to many special services currently available to

senders of letter mail, for example, certificates of mailing, certified mail, and

MC2000-2, USPS-T-5, page 1
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return receipts. Customers who elect to use Priority Mail for their documents will
also be able to use Delivery Confirmation. In addition to choosing among these
subclass and special service alternatives, customers will also identify their
printing, finishing, and distribution preferences. These options and the estimated
prices for two typical Mailing Online documents are presented in my Exhibit E.

The Postal Service offered Mailing Online service first as a market test,
which was originally posited as an initial step toward an experimental service that
was to run for two years. Because changes in the Postal Service’s Internet
strategy rendered some of the Postal Service’s cost testimony in the
experimental proceeding inaccurate, the request for a recommended decision to
conduct an experiment was withdrawn. The market test ended on October 29,
1999; however, development of a new version of Mailing Online software is
ongoing. The Postal Service is now proposing a three-year experiment. Mailing
Online is proposed as an independent special service that is treated as a
separate product for pricing purposes. Mailing Online customers would be
charged existing postage rates plus a fee for pre-mailing services.

In the market test of Mailing Online, the Postal Service proposed, and the
Commission recommended, the establishment of a markup, which was applied
to the actual printer costs as specified in the written contract between the Postal
Service and the contractor providing pre-mailing services. Sound reasons
support use of a markup as opposed to a fee schedule, the first being printer
cost variations. The flexibility provided by a preset markup allows the Postal

Service to signal customers correctly regarding the cost of printing. Printing

MC2000-2, USPS-T-5, page 2
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costs may vary substantially by region due to differences in labor, transportation,
and real estate costs. As growth of Mailing Online leads to the establishment of
additional printing sites, the use of a markup allows the Postal Service to reflect
iocal printing cost variations directly in the fees charged to Mailing Online
customers. The flexibility afforded by the markup also provides the Postal
Service and its customers with a mechanism whereby additional pre-mailing
services, such as new color or binding options, can be reflected equitably in
Postal Service fees. The Commission recognized the necessity of this system in
its market test Recommended Decision (Docket No. MC98-1, PRC Op. at 33),
and the Postal Service proposes adoption of a similar pricing structure in this

case.

lll. PROJECTED FEE REVENUES
A. Premailing Revenue Estimation

For the Postal Service, Mailing Online is an experimental entry into a
market that has just begun to form. While it goes without saying that the Postal
Service would not offer the service without the expectation that a significant
number of customers would avail themselves of it, the ultimate size of the market
for services like Mailing Online is unknown. In Docket No. MC88-1, Mailing
Online volume and revenue forecasts were based on market research (Docket
No. MC98-1, Tr. 2/429), and on the judgment of the Postal Service managers
and analysts developing the product.

In his testimony in this docket, witness Poellnitz (USPS-T-2) relies on

these same estimates in developing unit costs. In the appendix to this testimony,

MC2000-2, USPS-T-5, page 3
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| use the same forecast to estimate Mailing Online fee revenues. Revenue
estimates are based on projected volumes, the costs presented by witness
Poelinitz, and the proposed markup. The results are summarized below in
Exhibit D.
B. MARKUP BASED PRICING

In the market test of Mailing Online, the Commission recommended the
Postal Service's proposal to employ a markup in determining fees for Mailing
Online. During the test, fees were set at 1.25 times the sum of the initial printer's
document production costs and a 0.1 cent charge per impression to cover
information technology costs. The advantages which led me to propose, and the
Commission to recommend, a markup approach are unchanged. Mailing Online
will continue to provide customers with myriad document preparation options, the
costs of which will vary by location and perhaps over time. The potential
complexity of a fixed fee schedule is a compelling reason for continued use of a
markup system, and although modified somewhat since the previous docket, |
once again propose a markup based system for setting Mailing Online fees. In
particular, my proposal recognizes that the proposed experiment will involve
more than one printer. | propose to apply the markup applied to the actual
printing costs for each job, independently of which printer(s) prepare a particular

job."

! The fee schedule in the market test (Docket No. MC98-1, PRC Op. Appendix 1,
p. 2) specifies the Vestcom contract as the basis for fees.

MC2000-2, USPS-T-5, page 4
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C. FEE DESIGN

Practical application of the markup depends upon the costs used as the basis
for the markup. In this case | am attempting to satisfy two distinct goals:
compliance with the statutory criteria, and development of rates that will enhance
the Postal Service's ability to draw meaningful conclusions from the experiment.
The statutory criteria are examined below in a separate section; in this section |
confine my discussion to the latter.

The portion of Mailing online costs identified by witness Poelinitz as printer
costs is determined by a series of contracts at different locations.? The contracts
will specify per unit prices for each element of a customer’s mailing; these prices
will in tum be marked up and passed on to Mailing Online customers. Witness
Poellnitz’s unit costs also include advertising costs, and information technology
(IT) costs (developed in the testimony of witness Lim, USPS-T-3), which are
distinct from those incurred by private printers. Witness Poelinitz has
determined that most of these costs conform to withess Takis' definition of
product-specific costs. For pricing purposes, | treat product-specific costs
differently from volume variable costs.

The volume variable portion of IT costs, as presented by witnesses Lim and
Poelinitz, constitute a recurring cost of providing Mailing Online service.

Therefore, | treat these costs similarly to printer costs by adding a 0.1 cent per

2 Contracts for the print sites are not yet available. Witness Poelinitz's testimony
provides a proxy for the average printing charges that will apply during the
experiment. '

MC2000-2, USPS-T-5,page 5
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impression charge to printing impression charges before marking up the sum of
the two.?

The Postal Service typically seeks experimental classifications in order to
determine customer interest in a new product. Implicit in the decision to pursue
an experiment is the goal of collecting useful information on whether the service
in question warrants permanent inclusion in the DMCS. Therefore, it is important
to conduct the experiment under terms that are as close as practical to those
that will exist under a permanent classification, notwithstanding the potential for
experimental findings leading changes in the permanent service proposed. In
the case of Mailing Online, this goal has specific rate design implications
because a significant portion of the information technology costs in witness Lim's
testimony are non-recurring product-specific costs.* While we lack the historical
data necessary to produce a test year cost estimate for Mailing Online, | believe
it is safe to say that prospective test year costs would exclude a significant
portion of these costs. As a result, | exclude these costs when determining the
basis for a markup.

| do include these costs to perform an incremental cost test. In Exhibit D,
which summarizes experiment revenues and costs, | show that at the proposed
fees, Mailing Online will produce sufficient revenues to cover the volume |

variable, as well as the product-specific costs of Mailing Online (Exhibit D, line 8).

3 The actual cost per unit is 64 thousandths of a cent in year 1.

4 The most notable example of such costs are the System Development &

Implementation costs (USPS-T-3, p. 3). Nearly half of these costs are incurred

prior to the experiment, and there is a marked decline in these costs in the third
(continued...)
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| have also included pre-experiment costs in the incremental cost test. My

understanding is that these costs were expensed in the years during which they

were accrued. | further understand that, though such a treatment is consistent

with generally accepted accounting principles (GAAP), one could argue that

subsequent versions of Mailing Online constitute an asset with a depreciable

value, and that pre-experiment costs ought therefore to be capitalized. For the

reasons cited above, | do not view these costs as an appropriate basis for setting

fees. However, in performing an incremental cost test, rather than treating pre-

experiment costs as sunk — as would be consistent with traditional economic

analysis - | instead treat them as though they had been capitalized with a three

year amortization schedule. As a result, one third of the pre-experiment IT costs

are included in the incremental costs for each year of the experiment.

I would also note that in line (9) of Exhibit D, the ratio of revenue to

incremental costs increases considerably from year one to year three. Though

this effect is readily apparent, it appears to be a feature of electronic products

generally that is, in the instant case, diminished by the relatively high cost of

printing relative to information technology for Mailing Online. In general,

however, products that depend heavily on a supporting information technology

infrastructure are likely to exhibit a similar pattem: after an initial investment,

marginal costs, and even average costs, decrease rapidly over time.

(...continued)
year of the experiment.
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D. Markup/Cost Coverage

In the market test of Mailing Online, a 25 percent markup was used. Inits
Opinion on the market test the Commission agreed that the need to help a
“nascent service find its market and build volumes to the level that will support
reasonable judgments about the nature of the market and the future viability of
the service” (PRC Op., MC98-1, at 33) justified a markup of 25 percent.

However, the current proposal is different from that in the previous docket.
For instance, IT start-up costs in this case are higher than those used in Docket
No. MC98-1. Moreover, activation of print sites is scheduled to occur more
rapidly than had originally been planned (USPS-T-1, §V). And as mentioned
above, though sunk costs are typically ignored in determining the costs for
markup, the Postal Service's product development plans call for recovery of pre-
experiment development costs. A higher markup will facilitate recovery of the
development costs incurred for earlier versions of Mailing Online, while having a
minimal impact on prices.® Based on my analysis of the statutory pricing criteria,
| propose a pricing formula that includes a markup of 30 percent applied to unit
printer costs and the variable portion of information technology costs.
E. Projected Revenues

Exhibit D shows projected revenues for Mailing Online based on the cost
estimates provided by witness Poelinitz. At the proposed markup of 30 percent,

Mailing Online is projected to produce $458.9 million in fee revenues during the

5 Because the markup is applied only to the Mailing Online costs, a 5 percent
change in markup has a much smaller effect on the total per piece charge
(continued...)
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three-year experiment. The projected cost coverage of Mailing Online, consistent

with the markup, is 130 percent. As Exhibit D also shows, fee revenues are

sufficient to cover all of the incremental costs associated with the service,

including pre-experiment costs if treated as capitalized. Moreover, at projected

volumes, Mailing Online will contribute $74.6 million to the Postal Service's

institutional costs during the experiment, over and above my generous estimate

of incremental costs.

In addition to fee revenues, Mailing Online makes an indirect contribution

to recovery of institutional costs through additional mail volume that accrues to

the Postal Service through Mailing Online. As we stated in the last case, we

expect 38 percent of Mailing Online volume to be new to the Postal Service. As

indicated in Exhibit F, at projected volume levels and at basic automation rates,

Mailing Online should produce $100.9 million in additional First-Class Mail and

Standard Mail (A) postage revenue during the experiment. Though these

revenues are not explicitly included in calculating a cost coverage for Mailing

Online, they are an additional factor supporting the requested cost coverage.

The market research on which Mailing Online volume projections are

based assumed a limited availability of postal services through Mailing Oniine.

The research survey respondents were asked to choose between two

alternatives: First-Class Mail and Standard Mail (A). In its experimental form,

Mailing Online will also allow customers to use Priority Mail and Express Mail,

(...continued)
including postage.
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along with special services otherwise available to letter mail and Delivery
Confirmation for Priority Mail pieces. Because the market research contains no
basis on which to project volumes for these products, | have made no' explicit
adjustments to the volume projections to account for them. Because mail will be
entered near its destination, the service superiority typically offered by expedited
services is diminished. Since Priority Mail and Express Mail rates are
substantially higher than First-Class and Standard (A), we expect the majority of
users to forgo expedited services. However, the premium nature of expedited
services, and the expected availability of Delivery Confirmation, are reasons why
substantial expedited volumes may develop. Similarly, the availability of special
services with Mailing Online pieces provides no quantified basis for revising
volume projections. To the extent that customers make use of expedited
services and/or special services, the postage and fee revenue generated by
Mailing Online will increase. However, because these revenues are not
considered when determining the cost coverage of Mailing Online, they have no
direct effect on the proposed markup and only underline why a low cost

coverage is appropriate.

IV. OTHER PRICING ISSUES
A. Postage Rates

During the market test of Mailing Online, customers paid automation basic
rates for either First-Class Mail or Standard Mail (A). Mailing Online pieces will
meet alt of the necessary addressing and machineability requirements necessary

to use automation rates. Moreover, at projected volumes Mailing Online pieces

MC2000-2, USPS-T-5, page 10
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will achieve depth of sort that is, on average, much greater than required to
qualify for automation basic rates. For these reasons, the Postal Service
proposes that automation basic rates be made available for those classeé with
the requisite discount structure, irrespective of the number of pieces in a given
transaction. Customers electing to use Priority Mail or Express Mail would pay
the necessary single piece rates. While heavier weight Priority rates are zoned,
at current page limits Mailing Online pieces would pay unzoned rates.
Customers who elect to use special services would pay the existing special
service fee for whichever service they choose.

As mentioned above, customers will be quoted a price, including postage,
when they have finished specifying the features that they want for their
document. The postage portion of the customer charges is calculated by the
Mailing Online system based on the number of pages in the document, the
finishing options selected, and the type of envelopes used. Mailing Online
printers will be required to use a specific grade of both paper and envelopes,
thus ensuring uniformity. Based on standard unit weights for the physical
components of a customer’s mail piece, the Mailing Online system will calculate
a weight per piece, and apply the appropriate rate given the subclass chosen by

a customer.

V. CLASSIFICATION CRITERIA
This proposal satisfies the classification criteria of section 3623 (c) of Title
39, United States Code, which requires that classification changes be set in

accordance with the following factors:

MC2000-2, USPS-T-5, page 11
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1. the establishment and maintenance of a fair and equitable
classification system for all mall;

2. the relative value to the people of the kinds of mail matter entered into
the postal system and the desirability and justification for special
classifications and services of mail;

3. the importance of providing classifications with extremely high degrees
of reliability and speed of delivery;

4. the importance of providing classifications which do not require an
extremely high degree of reliability and speed of delivery;

5. the desirability of special classifications from the point of view of both
the user and the Postal Service; and

6. such factors as the Commission may deem appropriate.

By offering Mailing Online, the Postal Service provides customers the
opportunity to conduct transactions with the Postal Service without leaving their
home or workplace. It will also extend certain worsharing discounts to smaller
volume customers. As the Commission recognized in its market test Opinion,
Mailing Online is an example of the kind of innovative postal service envisioned
by the Act (PRC Op., at 34).

Mail entered via Mailing Online will have a high degree of reliability
(Criterion 3). For instance, all mail pieces sent via First-Class Mail or Standard
Mail (A) will be automation-compatible at the time of entry. Moreover, Postal
Service software used for Mailing Online will ensure that all Mailing Online
volume using these classes of mail is sorted in conformity with the most current
sort plans available, and with the greatest possible depth. To the extent that
Mailing Online pieces would have been mailed in the absence of the service, it is

expected that many or most such pieces would have been entered at single-

MC2000-2, USPS-T-5, page 12
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piece rates by mailers who mail in relatively small quantities and who therefore
may not have the technical expertise to utilize the existing discount structure.
Consequently, Mailing Online should have a decidedly positive effect on the
overall classification system by enabling a large number of diverse customers to
take advantage of worksharing opportunities and the postage discounts
associated therewith (Criterion 1). Mailing Online should also improve speed of
delivery due to the dispersed network of printers available to Mailing Online
customers. Moreover, Mailing Online should normally allow next day entry at, or
near, the point of destination, thereby providing Mailing Online customers faster
delivery than they would otherwise be likely to receive. In addition, customers
who wish to make use of the Postal Service’s expedited services will now have
the opportunity to do so.

Subject to existing content restrictions, customers who do not require
immediate delivery can choose options that will enter pieces at Standard Mail (A)
rates (Criterion 4). This will allow customers whose jobs meet the necessary
content restrictions and who are less concerned with delivery speed an
opportunity to save on postage expense, and will allow the Postal Service to
improve the match of demand with processing capacity at the point of entry
(Criterion 5).

The Postal Service has developed Mailing Online to meet the needs of
small, independent businesses. In its historical role as a public service, the
Postal Service has long striven to provide mailing and communications services

that meet the needs of individuals and small businesses. Since enactment of the

MC2000-2, USPS-T-5, page 13
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Postal Reorganization Act, the Postal Service and the Postal Rate Commission
have worked together to develop products and price incentives that have allowed
larger mailers to reduce mailing costs by taking advantage of worksharing
opportunities. The concurrent growth of presorting and consolidation industries
have further allowed small and medium-sized businesses to share in the benefits
of worksharing. Mailing Online may also create a new market opportunity for
such premailing service providers to expand their customer base into the small
and home office (SOHO) market. Mailing Online thus both directly and indirectly
extends the benefits of presorting and automation to SOHO mailers. In addition
to allowing individual, SOHO, and small nonprofit customers an easier means of
accessing postal services, Mailing Online offers an opportunity for these
customers, who might otherwise be unable to take advantage of worksharing, to

reduce their mailing costs through a form of worksharing (Criterion 5).

VI. PRICING CRITERIA

Mailing Online meets the criteria of section 3622 (b) of Title 39, United
States Code, which requires that postal rates and fees be set in accordance with
the following factors:

1. the establishment and maintenance of a fair and equitable
schedule.

2. the value of the mail service actually provided by each class
or type of mail service to both the sender and the recipient;

3. the requirement that each class of mail or type of mail service
bear the direct and indirect postal costs attributable to that
class or type plus that portion of all other costs of the Postal
Service reasonably assignable to such class or type;

MC2000-2, USPS-T-5, page 14



o I ST T N WS B N

B B it pamd ek e b et ek e b e
[l - RERY =L~ - I e RV N V= Y]

2
a2

23

24

25

26

27

28

29

30

31

32

33

4. the effect of rate increases upon the general public; business
mail users, and enterprises in the private sector of the
economy engaged in the delivery of mail matter other than
letters;

5. the available alternative means of sending and receiving
letters and other mail matter at reasonable costs;

6. the degree of preparation of mail for delivery into the postal
system performed by the mailer and its effect upon reducing
costs to the Postal Service;

7. simplicity of structure for the entire schedule and simple,
identifiable relationships between the rates or fees charged
for the various classes of mail for postal services;

8. the educational, cultural, scientific, and informational value to
the recipient of mail matter; and

9. such other factors as the Commission deems appropriate.

The Postal Service proposes that a markup of 130 percent be established
for Mailing Online. The markup would be applied to the actual premailing costs
of each customer’s transaction, resulting in premailing fees that would vary
depending on the options selected by the customer. This markup guarantees
that Mailing Online will cover its variable costs and provide a contribution to
cover start-up and institutional costs.

Mailing Online enhances convenience. |ts proposed cost coverage of 130
percent is reasonable and appropriate. Several factors weigh in favor of a
moderate cost coverage at this time. Mailing Online is being offered as an
experimental service, the purpose of the experiment being to determine the
viability of the product under conditions which are likely to obtain for a permanent

service. A relatively modest markup facilitates attainment of this particular goal

MC2000-2, USPS-T-5, page 15
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in a number of ways. The Postal Service's market research indicates that
Mailing Online's target customers are price sensitive (Docket No. MC98-1, LR-2
Table 16), and a reiatively low markup during the introduction of the product will
help to build use amaong the target customers, thereby allowing the Postal
Service to determine salient factors such as customer satisfaction, and product
quality. In turn, this will improve the Postal Service’s and the Commission’s
abilities to evaluate the merits of Mailing Online in the event that the Postal
Service requests a permanent classification. Because the Mailing Online
experiment would be available for only three years, the Commission, the Postal
Service, and intervenors will have an opportunity to revisit fees soon, should the
Postal Service request a permanent classification. Moreover, the introduction of
Mailing Online will produce additional First-Class Mail, Standard Mail (A), Priority
Mail and Express Mail volume. Therefore, in addition to providing contribution
through its own markup, Mailing Online will indirectly improve postat finances to
the extent that the service attracts new volume to these subclasses, and to the
available special services. Finally, because Mailing Online mail will be entered
close to the point of destination while maximizing automation compatibility and
presortation, the cost to the Postal Service of handling these pieces will tend to
be lower than would otherwise be the case.

As mentioned above, Mailing Online is intended to serve small mailers by
offering these customers a way o take advantage of worksharing opportunities.
While Mailing Online performs a service that is analogous in some respects to

presorting, Mailing Online customers are unlikely to be current users of

MC2000-2, USPS-T-5, page 16
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presorting services, because of the size of a typical Mailing Online mailing. As a
result, the effect of Mailing Online’s introduction on existing presort volumes is
expected to be minimal. Since Mailing Online constitutes a new channel for
entering hard copy mail, it could increase use of mailing service organizations
much as presort, automation, and destination entry discounts already have.
Mailing Online leaves room for third party providers, should private companies
see the demand, by leaving room for deeper discounts than those available via
Mailing Online, and by creating the potential for service providers to assist
specific customers with creation of documents for submission via Mailing Online.
The effect of Mailing Online on the general public, and on business mail users, is
expected to be highly beneficial (Criterion 4). Mailing Oniine offers mail users
the convenience of bundled mail preparation and mailing services that can be
accessed from the desktop. Furthermore, with the Postal Service expecting
ultimately to spend over $170 million annually on printing services (see Exhibit
C), the introduction of Mailing Oniine will greatly benefit printing and document
preparation businesses.

Application of Criterion 5 to Mailing Online is complicated since, with
Mailing Online combining elements of both traditional and electronic mail,
alternatives abound. Other postal administrations have found success with
hybrid services. While domestic hybrid services do exist, none has yet
demonstrated any ability to provide services comparable with Mailing Oniine by
using a single web site that mixes customer jobs and then routes them for entry

near destinations. Mailing Online customers could elect to print and prepare
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mailings themselves, at which point they would be able to use existing mail
classes consistent with their needs. There may be some difference in the rates
customers would pay. However, the difference in the total cost to the customer,
including preparation costs, defies precise quantification. Conversely, Mailing
Online customers, by virtue of their ability to access the Postal Service's web
site, are presumed to have access to electronic mail. To the extent that these
customers maintain electronic address lists of their customers, e-mail constitutes
a viable substitute for Mailing Online. Mailing Online may be preferable to e-mail
in enhancing the appearance or impact of a document.

As indicated above, the Postal Service proposes to charge automation
basic rates for pieces sent via Mailing Online. Because the physical mail does
not exist at the time customers submit their mailing, they cannot prepare the mail
directly to meet the automation requirements. In order to qualify for Mailing
Online, customers are required to meet a different set of standards. They must
present a document and mailing list in a form that can be used by the Postai
Service’s online document batching system. Preparation of documents in this
manner by customers allows the Postal Service to take advantage of economies
of scale to lower printing costs, and, once enough printing companies are
involved, to bypass handling costs at origin as a result of Mailing Online’s entry
of pieces closer to their destinations (Criterion 6).

Mailing Oniine makes use, where possible, of the Postal Service’s existing
rate schedules and, because it relies on a markup over actual costs, will not

require fee changes as a result of changes in contract costs, or the rates for mail

MC2000-2, USPS-T-5, page 18



1 classes with which Mailing Online will be offered. Thus, the addition of Mailing
2 Online to the DMCS in the form proposed will in no way add unnecessary

3 complexity to the Postal Service’s rate schedule (Criterion 7).
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Mailing Online Volumes
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Exhibit A
Mailing Ontine Volumes

Years1-3
o 8% x 11 Shasts
o 0% x 14 Bsts
(] 1 x 17 Shests
4} Total $honts
impreasions
(] BAWBM x 11 A 8% x 14
- AW 1117
n Votnt Biack & White Imprasmic
[ ] Caior impressions
Telul impressions
Envelopes
] .51 148 Sheets
10 8.5M4<5 Sraets
{11} 1147<3 Shass
12) Total No. ¥ Ervelopes
[Rh] 8.511>6 Shests
() $.5M4>4 Shests
18 HNT>2 Shasts
(B Vot Fist Evvelopes
Inserter Volumes
an 05111 Lattars
{19) A514 Latiers
) 1117 Latiars
&0) Subtotel - Letters
@) .51 Flists
o A4 Fints
o) 1117 Fisis
o) Sublotal - Fats
o5 Totat
*  Transportation Volumes
@%) First-Ciass Lotiors
an First-Chans Flts
[ ]] Stendard A Labers
29 Standard A Fats
) Total

Siata;
Bomoe: B USPE-ZA, Table 5
Source: Ex. USPE-2A, Tabie &
Source: Ex. UBPS-2A, Tadie &
)

Source: Ex. UBPS-2A, Tabile 2
Source: Ex. UBPS-2A, Table 2

KS)to)
Soes: Ex. USPS-2A, Table 2
ey

Sourcs: Ex. UBPS-ZA, Tabie 5

Sourpe: Ex. UBPE-2A, Tatie 5

Source: Ex. UBPE-ZA, Teble 5
KR (011

Source: Ex. USPS-2A, Table 5
Scurce: Ex. UBPE-2A, Teble 5
Sowor: Ex. UIPS-2A, Table 5

13141 015)

=9)
=10
=1t

Ll et il

=13)
{14)
1%)

e
120r24))

Bource: Ex, USPS-2A, Tabie 4
Senrce: Ex. UIPS-2A. Table 4
Sowce: Ex. USPS-2A, Table 4
Source: Ex. USPE-2A. Table 4
{28271+ (28)+(29)]

Yaar 1

mmml

1 oem

913053487
1170300382
~SAERAD
2.008.301.751

7425760
17,507,027
485,007 513

MR12.085
206, 685022

Yaar 2

| yowa | Jew | so;e
1700534821 2851400717 L326508.118 1.7T78.519,705
WG  M0IMINE  FAEMAES M S1I06

ML
2190 2M

1.8 919673
41

SRS  SALAN1M
AN IIATS L TR AN AN

2478101 A D0SA00242

b TV Er
2200852 145

1,006,140.747

SRR JARITIZN _ 457487050
202801001 1IMTRON SNISRI2 2192808537

14571000
2450780 908

INTIE.TR
W
1]

417547301

SRI4T 083
AT
LI
00,487 490

0. TeE.T06
BT
1

417547281

S0.247 053
T8N
20441, 998

—dLAGLAK)
S18.014.881
120,564 546

20,5564 002
2792415

S8 (00
£16.014,85%

A0S AMNNES
SAS03,403 10.951,008.19%
B2SZM2E  1081,142.480
56,525,950 111,748,221
LI IMMITE
AVOTTIE 1,507 800430
WLAMAR2  NIATIASR
15205108 07001
LT
HAKRS®  308.410,108
EN2425  1,081,142,480
B6A25960 111740221
aLIe
1007735 1,307 800430
WEAB A2 212,750,530
WML WETN
A0 04,023,008
—aA10, 108
4530673 168,210,847
202007700 405,810,476
ATEM N 5800656
40,000,035  901.906.962
NEMMIT0 212110451
804,53087Y  1,618.210,547

ARI2NSD
2,852,008 300

174,100
HMATH0

263,714,100
37,248,740
SLEIRITP

AW.02,480

M252843
0.200.2%0
21344205

R0
ST 045

136.270.15¢
31,000,685
300,063,321

002484
530,738,040
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Exhibit USPS-5B

Mailing Online Unit Costs
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Exhibit B

Mailing Online Unit Costs
Years 1-3
I
vard | yems Yaacd Aversge
m 8% x 11 Sheets Source: Ex. UNS-2A, TebleS § 0004700 § 0004827 § 0004957 §  0.00487
@) 8% x 14 Sheats Source: Ex USPS-ZA. Table S5 § 0005700 § OODSSS4 $ 0006012 § 0005890
()] 19 x 17 Shoets Source: Ex. USPS-2A, Teble5 § 0020000 $§ 0020822 § 002179 $  0.02080
impressions
) BAWSX% X 11808%xH  Source: Ex, USPS-2A Table2 § 00170 § omrs § 00174 § 001730
(8) BAW T1x 17 Source: Ex. USPS-2A, Table2 § 00285 § 00204 $ 00200 $ 002004
@) Color Impraseions Source: Ex_ USPS-2A, Table2  § 00228 § 0023y % 00232 § 0402310
Envelopes
() 8.511<6 Shaets Source: Ex, USPS-2A, TebleS  § 00wus § 0014% § 00153 § 001502
) 84145 Shests Source; Ex USPS-2A Table S  § 00us § 00149 § 00153 §  0.01502
®) 1117<3 Shests Source: Ex. USPS-2A, TebleS § 00Ms § oows § 00153 § 001502
{10) 8.5/11>5 Sheets Source: Ex. USPS-2A, Tebis 5 § 00470 § 0.0483 § 00406 §  0.04860
(1) 8.5/14>4 Sheets Source: Ex. USPS-2A_ Teble 5  § 00470 § 0.0483 § 00406 §  0.04880
(12) 111172 Sheats Source: Ex. USPS-2A TebleS § o040 § 00483 § 00496 §  0.04889
inserter Costs
Oy 8.5/11 Latiers Source: Ex. USPS-2A_ Table3 § 0023 § 00241 § 0022 § 002307
(14) 8.5/14 Latiers Source: Ex, USPS-2A Table3 § 0028 § 00M1 § 00222 § 002307
(15) 117 Letiens Source: Ex. USPS-2A, TableS § 0023% % 00241 § 0022 $ 002307
{18) £.5/11 Fists Source: Ex. UUSPS-2A, Tabled  § 0031 § 00240 § 00244 § 002532
on 8.5/14 Fists Source: Ex. USPS-2A, Teble3  § 0031 § 00240 § 00244 § 002532
(18) 11117 Flats Source: Ex. USPS-2A, Table3 § 0.031 § 00240 § 00244 § 002532
Transportation Costs :
{19} Firs-Class Latters Source: Ex. USPS-2A, Table 4 § 0.0002 3 00002 § 00002 $  0.00020
£20) First-Class Fiats Source: Ex. USPS-2A, Tebled  § 00003 § 00004 $ 00003 $ 000030
21) Standard A Latiers Source: Ex. JSPS-2A, Tebled  § 00005 $ 00005 § 00004 $  0.00044
Standerd A Flats Source: Ex. USPS-24, Table4  § 00062 § 00068 $ 00049 $  0.00579
Inforrngtion Technology Costs
22) Varisble Costs Per Impression Source: Ex. USPS-24, Table6 § 000064 $  CO00047 § 000035 $  0.000438

Noke: Variable IT costs are derived by dividing witness Posinitz’s 1ot volume variable IT costs by the total imprassions in each year.
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Exhibit USPS-5C

Mailing Online Printer Costs
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Exhibit C

Mailing Online Printer Costs

Years 1-3

Paper
(1) 8% x11Shests
{2} 8%x14Shests
3) 11 x17 Sheets

{4) Total Sheets

impressions

5 BAWBHx1188¥%x14

%) BAW111x17

{7} Biack & White impressions

{®)  Color impressions
M)  Totsl impressions

Envelopes
(10)  8.5/11<t Shests
(11) £.5M4<5 Shests
(12)  1117<3 Sheets

(13}  Total No. 10 Envelopes

{14}  8.5M11>5 Sheets

{15}  8.5M4>4 Sheets

{18)  1IM7>2 Sheets

{(17)  Total Fist Envelopes

{(18)  Total Envelopes
inserter Costs

{19)  8.5M1 Laters

(20) 8.5/14 Lattors

1) VM7 Latecs

{22) Subtotal - Letter Fokis

(23} 8.5/11Fiats

(24) 8514 Flais

25) Y17 Fists

{2%)  Sublotal - Flat Folds
27)  Total Folds

{28)

Transportation Costs
{28}  First-Class Lotiers
(20)  First-Class Flats
(30)  Standard A Letters
(1) Standard A Flats

(32) Tots! Transportation Costs §

Total Printer Costs
(33)

Yourt | Your 2 l Yow 3 h’ﬁl l.lnnn.t
$ 4510801 § L0870 3 13144070 3 25032874 §  B8M25
s 1005,706 § 1802725 § 2800555 % SH0G048 $3 100049

—_leesun _ 30000
3 7200877 & 13040810 §

4,964,900 0500307 ___ 3,190,466
20806623 § 41226110 § 13742040

$ 15534502 5 Z7SN015 § 43200511 3 8645118 § 20808373
$ T89S § 13143907 § 20207300 § 4070401 3__12.670,627

22853787 40,734,941 3800870 B 127188508 § 42385200
JE 1890684 § 30927001 § 82612003 § WEAMIN §_35,145110
‘s 4174033 § T4082032 $ 118179583 § 22259003 § 77530310
2814775 5,045,177 8,078,435 15,638 308 5312708
208417 531.205 850,720 1,878,431 850477
. as7pes s41436 1677078 2020378 ___ eTSa%0
$ 3400057 § e 7007 § 8056253 § 10843,197 § 6,547,732
1,837,906 3,204 248 5274011 10,408,963 34088988
283,338 A4T2.005 755,764 1,491,128 497,043
550480 900,678 15TOMS 3117041 _ 10804
1,725 4, 827 7510479 § 15,015,132 5, O44

,120, 10,870,534 1 2 1"
4,588 367 8172219 11,724,044 34.“4 m 8,381,577
483,189 880,806 1.234,629 858 475

357 1,030,014 1,400,574 !.“3,944 1,037,648

s S854913 § 10071938 § 14440247 3 0476000 § 10,058,700
1175823 1,640,118 2,808,455 5412206 1,804,132
168,474 234,990 372,025 715497 258,499
352177 491,240 -__TTIeTT 1,621,084 540,365
1696474 § 2 § 3748156 § 7808967 § 996
7351387 § 12436295 §  18,105.404 SE5086 § 12,081,005
15,849 31,068 34,310 81,228 27,076
5,675 1,124 12,285 20,084 9,895
77.370 151,663 167,488 296,522 132,174
240,279 471,000 520,144 1231423 410,474
39017341 § 66485564 § 73422724 § 173826620 § 51041876

$ 62841355 $ 111705835 § 173574529 §  MAI98,720 § 116006240

Note: Costs sre developed by multiplying Volumes (Exhibit A) imes Unit Costs (Exhibit B) for each slement.
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Exhibit USPS-5D

Mailing Online Cost and Revenue Summary
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Exhibit D
Mailing Online Cost and Revenue Summary

Years 1-3

Sarcy Yowrt |
(1) Printer Cosls Exhibh C § @18 §
2) Variable T Costs USPS-2A, Tabia 8, ham X2 1.2n.2¢
{3) Totsl Markup Costs {1+ 84,920,501
) Paverwe ot 3% Markup 13° (3 $ BMETSS §
(5} Conrbution -0 10.238,474

Otiver Conts '

{8) Product Speciic IT Costs USPS-24A, Tably 16 31042680
{7) Adverising Costs USPS-24. Tabls 15 T25.000
{9) incrementsl Cosis @)+ $78.272.204
(3) Experimentsl Revenwe/incramental Costs )71 (8) H10.7%

Your2 t Yoor3 [rom {
MMTEEN § TISTI50 § 33190720

1843119 1000420 4.811.785
113420954 175.400.946 953,010,485
UTASTAAD § 228000234 § 45891363

34,020,906 R85 105,903, 145
$11470.29¢ $8.406.%09 520.083,510
725,000 T25.000 2.175,000

$125.824,250 B4 502040 $384.268,003

1M74% 123.8% 194%

(8) Product Specific T costs include pre-axpariment costs which have been spread evenly throughout the tivee

yoars of the sxpariment.
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Exhibit USPS-5E

Mailing Online Sample Fees: Year 1
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Exhibit E
Mailing Online Sample Fees

Year 1 First Class Standard A

" Black & White  [Spot Color
8.5X11 -2 Page {8.5X11 -8 Page
JNote Simplex Simplex
impression
(1) Costs One impression pershest | $ 003418 0.181
Paper
(2) _Costs s 0.009]8$ 0.038
Envelope
3) Costs s 0.015]$ 0.047
(4) Inserter Costs $ 0.024]$ 0.030
Information Systems
(5) Costs $ 0.0011{$ 0.005
(6)| Transportation Costs $ 000018 0.006
) Subtotal [(1)+(2)+(3)+(4)+(5)+6)] ]S 008318 0.307
(8) Contribution (8)'.3 $ 00251 8% 0.092
(9) Fee _I+8) $ 01081 $ 0.389
(10) Postage R-97 Rates $ 0270 S 0.245
Total
Postage
{11} & Fee (9)+(10)] $ 0378] % 0.644

Note: Unit costs from Exhibit B
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Exhibit USPS-5F

Mailing Online Postage Revenue
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Exhibit F
Mailing Online Estimated Postage Revenue

Year 1

Volumes' % of Total Yoar 1 8.5M112 8.5/14 1117

Total Volume 100.0% 295,665

Rapld Voiume 31.0% 91,745

Standard Volume 89.0% 203,920

1-2 pages a7.8% 200,480 158,167 17,663 24,680

3-4 pages 18.7% 31,547 24,8688 2779 3.883

§-8 pagas 9.5% 28,058 22,136 2,472 3.454

7-1¢ pages 1.2% 0,437 7,441 8a1 1,181

1115 pages 1.8% 5,263 4,152 464 648

More than 15 pages T.1% 20,844 16,444 1,836 2,566

Printed en 8-1/2 x 11 paper 73.9% 233.250

Printed on 8-1/2 x 14 papar 8.8% 26,048

Printed on 11 x 17 paper 12.3% 36,396

Volume By Cunce Incremants

#0zs’ Revenue L
Total 8.5/11 B.5/14 117 Rate Revenua® New Rovenue® Exisiing Voluma’ Existing Rate'

First Class Lotlers 1 70,372 56,802 5,912 7658 1% 0.2719% 19,001 | § 7.220 43,631 |3 0.33
2 9,272 5,869 1,198 1205 | & 049 1% 4543 | % 1,726 5,749 | § 0.55
3 3,072 1,072 1 § G663 712§ % 270 6651 % G.77

Firgt Class Flats 1
z 1,798 1,732 64 0; & a.52 1% 934 1% 355 1,114 | 3 0.55
3 1.820 1,608 222 9018 069 |% 1,333 1 ¢ 506 190 | § 0.77
4 2,223 1,857 a6 180 { $ ¢91 |3 2032 |8 772 1,378 | § 099
5 2,041 1,699 171 1701 % 14318 2314 1s 879 1.2651 % 121
] 1,922 1,899 142 60 1% 1351§ 2,602 |8 989 1,192 |t % 1.43
7 342 ] 142 199 | § 157§ 538 | ¢ 205 212 (% 1.85
8 302 L) 142 159 1 % 1.79 1% 541 | 8 206 187 | 3 1.87
9 159 159 | § 201]§ 321 |8 122 99 | $ 209
10 159 159 | & 2.23]% 356 1§ 135 98 | § 2.3
i1 15% 159 1% 2451 % 3911 8 148 98 % 2.53
12 15¢ 159 | § 267 | % 426 1 % 162 89 | § 275

Total First Class 01,885 72 365 082 11,452 3 36,043 | % 13,696 56,977

Standard Mall #0zs

Lottersd «3.3087 179.407 141,520 15,804 22083 |% 0183 | % 32.831 | % 12,476 111,232 | § 0.24

Fiats «<3.3087 8,260 7.423 837 200 |% 02451 % 2.024 |8 769 5121 |% 0.30

Plece/Pound

# Ploces >3.3087 16,596 11,903 1,522 317t 1§ a1051% 1,743 | § 662 10,290 1% 0.16

# Pounds 5,333 3.312 535 1,486 13 0677 | § 3611 |8 1,372 3,307 | % 0.68

Total Standard Mall $ 40.208 | 3 15 279

Tolal Revenue $ 76,252 | % 28,978

- USPS-T-4, Table 12
. Assumes {hal relative proportions of volume by paper size are conslant for all document lengths. E.g. 78.9% of 5-6 page documents are on 8.5/11 paper. n
. Letiers are assumad to be all documents less than 7 pages in length.
. For the purposes of eslimating velume by ounce incremaeni, the folowing paper and envelope weights are assumed.
8.5"%X11" = 0.2 oz.

8.5"X14% = 0 254 o2,

11“X17" =04 oz

#10 Envelope = 0.2 oz,

Flat Envelope = 0.4 oz,
5. Revenue = Tolal Volume X Rate. Assumes ratas after implementation ol Dockal No. R97-1.
6. New revanue = 0.38 X Revenue (LR-1/MC98-1,p. )
7. Existing Voiume = 0.62 X Toiai {ibid.)
a
¥
1

Ll AL

Existing rates assume that customers would hava paid the highes! applicable rate for their mail pieces. Forinstance, cuslomers sending Firsi-class pieces are assumed to have paid the
. Rate differential is the difference belween the applicable and exisling rates.
0. Revenue ipakage = Rate dilferential X Exisling volume
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Exhibit F

Mailing Online Estimated Postage Revenue

Year 2
Vgiy!ﬂg!‘ % T 1 Year g 8.5:111 8.5M14 1117
Total Volume 100.0% 516,015
Rapid Volume 31.0% 160,119
Standard Volumaea 69.0% 355,895
1-2 pages 67.8% 349,910 276,044 3o.az27 43074
3-4 pages 19.7% 55,059 43,436 4,851 8,776
5-8 pages 9.5% 48,970 38,632 4,314 6,028
T7-10 pages 3.2% 16,461 12,988 1.450 2,026
11-15 pages 1.8% 9,185 7.246 809 1,131
More than 15 pages T1% 36,379 28,899 3.205 4,478
Printed on §-1/2 x 11 paper 78.9% 407,084
Printed on 8-1/2 x 14 paper 8.80% 45,461
Printed on 11 x 17 paper 12.3% 63.521
Volume By Ounce Incremants
#0zs Revenue L
Tot 3.514 1117 Ra Revegue New Revenue® Existing Volyme® Existing Rate®
First Ciass Lotters 1 122,819 99,135 10,318 13,366 | § 02718 33161 | % 12,601 76,148 | § 0.33
2 16,182 11,988 2.00% 2103 1% 049 | $ 7929 1% 3,013 10,033 | % 94.55
3 1.871 1,871 1§ 068 | § 1,242 | % 472 1,160 0Tt
First Class Flats 1 [¢] - 4] [¢] 5 -
2 3,135 3,022 112 0j$ 0521% 1,630 | $ 619 1,943 |8 0.55
3 3,351 2,808 11 157 | § 069 |5 2,326 | % 6884 2078 |$ 077
4 3.880 3,415 151 314 | § 691 |% 3,547 | ¢ 1,348 2,406 | § 0.99
5 3.562 2,966 299 298 | § 11318 4039 |% 1,635 2,208 | % §.21
] 3.354 2,966 249 W40 | S i35(% 4,542 | § 1.726 2,080 |3 143
7 597 ] 249 348 | § 157 % 939 | § 357 370 | § 165
| 527 0 249 278 | % 179 |% 945 | % a59 326 | § 587
1] 278 278 |8 201 ]% 560 | § 213 172 | s 2.09
10 278 2ra s 2238 621 1§ 238 721 % 2.3
1 278 278 | % 245 |58 682 | ¢ 259 172 4% 2.53
12 278 278 1% 267 |5§ 743 1 % 282 172 2175
Total First Class 160,388 126,297 14,105 19,987 5 62905 | § 23,904 | 8% 99.441
Standard Mall #0zs
Lattarsi «<3.3087 313,113 246,990 27,582 38,540 | $ 0.183 1% 57,300 | § 21774 194 130 0.235
Flats <3.3087 14,416 12.855 1,112 349 | $§ 0245 (% 3,632 1,342 8,938 | § [
Plece/Pound
# Pleces >3.3087 28,965 20,774 2,657 5534 |$ 0105 |% 3041 |8 1,156 17,956 | & 0.186
¥ Pounds 9,308 5,780 934 25948 0677 |8 §302|$ 2,395 57711 0677
Total Standard Mail 3 79174 1% 26,666
Total Ravenus $ 133,080 | § 50,570

. USPS-T-4, Table 12
_Assumes What relative proportions of velume by paper size are constani for all document lenglhs. E g. 78 9% of 5-6 page documents are on 8.5/11 paper.
Lettars are assumed to be all documents less than 7 pages in length,
. For the purposes of eslimating volume by ounce increment, the Toliowing paper and envelope weights are assumed.
8.5"X11" = 0.2 0z.
8.5°X14" = 0.254 oz
11"%X17" = 0.4 oz.
#10 Envelope = 0.2 az.
Flat Envelope = 0.4 02,
. Revenue = Tolal Volume X Rale. Assumes rales after implamentalion of Docket No. R87-1.
. New revenue = 0.38 X Ravenue (LR-1/MC88-1,p. )
. Existing Volume = 0.62 X Tolal (ibid.)
. Existing rates assume thal customars would have paid the highest applicable rate tor their mail pieces. For instance, customers sending Firsi-class pieces are assumed to have paid
_Raie differential is the difference belween \he applicable and exisling rates.
4. Revenue leakage = Rate differential X Exisling volume

e L) B -

=L e~ ®mn
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Exhibit F
Mailing Online Estimated Postage Revenue

Year 3
Voiumes' % ot Total Year3 8.5/11 8.5/14 11747
Total Volume 100.0% 804,531
Rapld Yolume 31.0% 2496458679
Standard Volume 69.0% 554884 8053
1-2 pages 87.6% 545,552 430,386 48,063 67,157
3-4 pages 10.7% 65,043 67,722 7.563 10,567
5-6 pages g.5% 76,350 60,232 6,726 9,399
7-10 pages 3.2% 25665 200,247 2,261 3,159
11-15 pages 1.2% 14,321 11,298 t.2682 1,763
More than 15 pages T1% 56,719 44,746 4,997 6,982
Printed on §-1/2 x 11 paper 7T4.9% 634,694
Printed on 8-1/2 x 14 paper 38% 76,879
Printed on 11 x 17 papers 12.3% 99,038
Volume By Ounce Increments
# Ozs” Revenue L
Tolal 85011 8,514 11417 Rate Revenue New Revenugt Existing Volumed Existing Rated
Firat Class Letlers ] 191,489 154 563 16,087 20839 |% o027 |$ 81,702 (% 19,647 118,723 | § 0.33
2 25,230 18.680 3,261 3279 (5§ 049 | $ 12,362 | & 4,698 15642 { § 0.55
3 2,916 2916 | $ 066 | % 1936 | § 736 1.808 077
First Class Flats 1 0 - 0 ] $ -
2 4687 4712 175 1] 0521[% 2,541 | § 966 303018 055
3 5,225 4315 604 245 | § 069 (% 3626 % 1,378 3,229 1% .77
4 6,050 5,325 235 490 | $ 081 1{3$ 5529 1% 2,10 3,751 1% 4.99
5 5.553 4,624 466 464 | § 113 1% 6,298 | § 2,383 3443 {8 .21
L) 5,230 4,624 388 219 | § 135¢% 7.0811% 2,691 3,243 | % 143
7 930 0 3886 543 | § 157 | % 1,464 | § 556 577 1% 1 65
] 821 ] 188 433 1% 179} % 1473 1 % 560 509 1% 1.67
9 433 433 1 % 201 ]% 873 4% 332 269 1% 2.09
10 433 433 1% 22318 968 1% 368 269 | § 2.3
11" 433 433 | % 245§ 1.063 | § 404 289 | § 2.53
12 433 433 1 % 267 |§ 1,189 | % 440 269 215
Totat First Class 250,065 196 912 21,992 31,162 $ 98,077 1 % 37269 | % 155 040
Standard Malf # Qx5
Lettars1 <3.3087 488,161 385,087 43,004 60089 |$ 0183 18§ 89,337 | % 33,948 302,872 0.235
Flats <3 3087 22476 20,198 1,733 545 | § 02451 % 5507 |% 2,093 13,935 | § ]
Piece/Pound
¥ Piaces >3.3087 45,160 32.389 4,143 83529 |% 010518§ 4742 | S 1,802 27,999 | % 018
# Pounds 14,512 9.012 1,456 4045 |8 0677 1% 9825 |% 3,733 8.998 0677
Tolal Standard Mail 3 109,410 | § 41,576
Total Revenue $ 207,487 | § 78,845
1. USPS5.T-4, Tabie 12
2 Assumaes thal relative proportions of velume by paper size are constani for all document lengths. E g 78 9% of 5-6 page documenls ara on 8.5/11 paper.
3. Letters are assumed to be all documants lgss than 7 pages in length.
4. Fot the purposes of eslimating volume by ounce increment, the following paper and envelope weighls are assumed.

B.5"X11" = 0.2 oz.

8.5"X14" = 0.254 02,

11"X17" = 0.4 pz

#10 Envelope = 4.2 vz.

Flat Envelope = 0.4 oz.
_Revenue = Tolal Voiume X Rate. Assumes rates alter implemenialion of Docket No. R97-1
New revenue = 0.38 X Revenue {LR-1/MC98-1,p. )
. Existing Volume = 0.62 X Tatal {ibid.)
. Existing rates assuma that customers would have paid the highes! applicabla rate for their mail pieces. Forsinstance, cuslomess sending Firsi-class piecas are assumed lo have paid the
. Rale differential is the diffarence between the applicable and exisling rales.
0. Revenue lsakage = Rate differgnlial X Existng volume
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