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Description of USPS-T-35 Workpapers

This appendix describes the spreadsheets that are associated with my testimony.  The spreadsheets and the corresponding Excel files are available in USPS-LR-I-166.

Workpaper 1 (WP1)  -  Workpaper 1 is in EXCEL spreadsheet file: wp1_comm.xls.  It is for Standard Mail (A) Regular and Enhanced Carrier Route and contains worksheets (the tabs at the bottom of the screen when the spreadsheet file is open) and ranges corresponding to the page numbers as follows:

Page 1 - Worksheet bd - Billing Determinants for FY98.  These billing determinants are used to distribute volumes to various rate categories.  For example, the volume forecast provides the volume of Automation 3/5-digit flats.  The billing determinants include information about the percentage of these flats that pay the minimum-per-piece rate, their destination-entry profile, etc.  This information is reformatted in page 2 and is used to distribute the forecasted volume into these various subgroups on page 4.

Page 2 - Worksheet bd% - Reformatting of the data in page 1 for ease of use in the rate development process.  The volumes in the volume forecast (page 3) can be distributed to a finer level of detail corresponding to the applicable rate categories (e.g., DBMC-entered, pound-rated).

Page 3 - Worksheet vol - Volume forecasts for FY01, before and after rates.  

Page 4 - Worksheet v01br - Before Rates volume distributed to rate category.  The volumes from page 3 are broken into finer sub-categories using the billing determinant information from page 2.

Page 5 - Worksheet r01br, range BR01prst - Calculation of revenue from presort categories, FY01 before rates.  Applies the current rates to the volume by rate category from page 4.  

Page 6 - Worksheet r01br, range BR01auto - Calculation of revenue from automation categories, FY01 before rates.  Applies the current rates to the volume by rate category from page 4.  Also includes a summary of the Regular subclass by including Presort category figures from page 5.

Page 7 - Worksheet r01br, range BR01ecr - Calculation of revenue from ECR subclass, FY01 before rates.  Applies current rates to the volume by rate category from page 4.  

Page 8 - Worksheet tybr_sum - Test year before rates summary.  Summarizes the revenue from pages 5-7, volume from page 4, and costs from page 16.  

Page 9 - Worksheet drop - Calculation of the destination entry discounts and the value of the discounts for incorporation into the rate design formula.

Page 10 - Worksheet cost - Mail Processing and Delivery Costs for use in determining automation and presort discounts, as well as letter-nonletter differentials.  In this proceeding, unlike Docket No. R97-1, alternative cost estimates are provided for certain cost avoidance calculations (see lines 29-39).  For example, the letter costs presented in lines 5, 6, 14, 15, and 16 include only those mail processing costs deemed worksharing-related for use in determining the cost differentials for letter presort and letter automation discounts.  They are not particularly well suited for use in calculating the letter-nonletter differential since there is not an equivalent measure (that includes the same cost groupings) for nonletters.  So, in lines 32 and 33, costs that reflect all mail processing (not just “worksharing-related” letter mail processing costs) are provided.  These costs are comparable to the flats costs in lines 1 and 2 since they, too, measure the mail processing costs for the respective rate categories.  As shown in Worktable B, page 11, it is these two sets of costs (lines 1-2, lines 32-33) that are used to calculate the letter-nonletter differential. 

Also, due to preparation and eligibility requirement differences between automation and non-automation flats, the costs in lines 1,2,10, and 11 are not well suited for calculation of barcode-related cost savings.  Therefore, as provided by witness Yacobucci (USPS-T-25), lines 36-39 contain costs for the purpose of calculating barcode-related savings by isolating the incremental effect of the barcode.     

Page 11 - Worksheet passreg - Development of passthroughs for the Regular subclass to determine presort discounts, and shape differentials.

Page 12 - Worksheet regval – Passthroughs for automation discounts, and calculation of the value of the automation, presort, and shape discounts for incorporation into the rate design formula.  The footnotes describe which cost figures are used to calculate the differentials.  Also see the description of page 10 for more information regarding cost measurements.

Page 13 – Worksheet parcel_br – The Test Year Before Rates revenue calculation on pages 5-7 includes an estimate of revenue from the residual shape surcharge calculated on this page.  The estimate also includes an adjustment that attempts to account for the potential loss of surcharge revenue due to the implementation of the surcharge and mailer efforts to avoid it.  See the description of Page 14 for further explanation.

Page 14 - Worksheet parcel - The rate design formulae on pages 17 and 20 include estimates of expected revenue from the residual shape surcharge.  This worksheet estimates the revenue and includes the assumption that the percentage of nonletter pieces which would be subject to the surcharge remains constant before and after rates.  An adjustment is made, however, since the parcel percentage applied to the nonletter volume is from FY98, which was prior to the implementation of the surcharge.  The volume is reduced to recognize the likelihood that some mailers have, or will, take steps to avoid paying the surcharge.  For example, some mailers are attempting to reconfigure their pieces as automation flats, as the maximum thickness was increased to 1.25 inches from 0.75 inch in 1998.  Although the extent to which mailers will successfully avoid the surcharge is unknown, an estimate of a 25 percent reduction is applied to the surcharge projection for the Regular subclass.  In ECR, sample mailers may have reconfigured as flats, or left the mailstream, since the 10 cent surcharge represented a significant percentage rate increase.  For ECR, an estimate of a 50 percent reduction is incorporated into the revenue projections.  Since there are so few parcels in ECR, the revenue projection is very insensitive to the surcharge reduction estimate.  

This sheet calculates the expected revenue for purposes of the formula, as well as estimates the after rates revenue from the surcharge for calculation of total after rates revenue in pages 22-24.  The worksheet also includes an estimate of the revenue leakage due to the barcode discount.  The assumption is that all parcels 6 ounces and above will claim the discount.  While some of these parcels may not in fact be machinable or otherwise not eligible for the discount, this may be offset by pieces weighing less than 6 ounces that, by approval of the BMC manager, can be prepared as machinable parcels.   

Page 15 - Worksheet fees -  The rate design formula has fee revenue as an input.  This sheet reports the expected revenue, before and after rates.

Page 16 - Worksheet volvar - This sheet contains the before rates costs which are used in the rate design formulae.  It also contains the after rates costs, which are used in the financial summary on page 25.

Page 17 - Worksheet form - This sheet contains the Regular subclass rate design formula.

Page 18 - Worksheet CRpass - Development of shape and density passthroughs for the ECR subclass to determine rate differentials.  For simplicity, the term “flat” is used throughout this page instead of the more precise “nonletters.”

Page 19 - Worksheet CRval - Calculation of the value of the discounts, based on passthroughs from page 18, and the automation passthrough on this page, for incorporation into the rate design formula for ECR.

Page 20 - Worksheet CRform - This sheet contains the ECR subclass rate design formula.

Page 21 - Worksheet vTYar - Distribution of the Test Year After Rates volume (from page 3) to rate categories using the billing determinant information from page 2.

Page 22 - Worksheet rTYar; Range TYARprst -  Applies the proposed rates to the volume forecast (from page 21) to determine test year revenue for the presort categories.  

Page 23 - Worksheet rTYar; Range TYARauto - Applies the proposed rates to the volume forecast (page 21) to determine test year revenue for the automation categories.  This sheet also includes the summary of the Regular subclass.

Page 24 - Worksheet rTYar; Range TYARecr -  Applies the proposed rates to the volume forecast (page 21) to determine test year revenues for ECR.

Page 25 - Worksheet finsum - This sheet summarizes the revenues and costs for the Regular and ECR subclasses, and calculates contribution and cost coverage.  The contribution reflects the expectation that any effect on costs and revenues accompanying an increase in the letter automation weight limit would be de minimis.  See USPS-T-35 at III.C.5.b.

Page 26 - Worksheet chg_rev; Range chgpre - This sheet applies the proposed rates to the before rates volumes in order to assist in the calculation of percentage change in revenue per piece.  By applying the before rates volume, a constant mail mix is used, and the effects of migration within subclass, or across subclasses, is controlled for.  

Page 27 - Worksheet chg_rev; Range chgauto - This sheet applies the proposed rates to the before rates volumes in order to assist in the calculation of percentage change in revenue per piece for the Regular subclass.  By applying the before rates volume, a constant mail mix is used, and the effects of migration within subclass, or across subclasses, is controlled for.

Page 28 - Worksheet chg_rev; Range chgecr - This sheet applies the proposed rates to the before rates volumes in order to assist in the calculation of percentage change in revenue per piece for the ECR subclass.  By applying the before rates volume, a constant mail mix is used, and the effects of migration within subclass, or across subclasses, is controlled for.

Page 29 - Worksheet sum - Summary of proposed rates.

Page 30 - Worksheet chgsum; Range sumreg;  summary of current and proposed rates for Regular.

Page 31 - Worksheet chgsum; Range sumecr;  summary of current and proposed rates for ECR.

Page 32 – Worksheet BRrev – This sheet calculates the net revenue (revenue from the rates, less the destination entry discounts) by rate category for ECR, using current rates.  This will be used on Page 34 in the calculation of revenue per piece for certain groupings of ECR.

Page 33 – Worksheet ARrev – This is like page 32, only it uses the proposed rates.

Page 34 – Worksheet rev-pc_ecr – This sheet combines the Before and After rates revenue from pages 32 and 33, and calculates the revenue per piece for certain groupings for use in discussion of the proposed pound rate.  

Page 35 – Worksheet tree – This is a depiction of the “presort tree” and its connection to the automation rates.

Page 36 – Worksheet breakpoint – This sheet displays the calculation of the current breakpoints for the four subclasses in Standard Mail (A) and shows how they would differ if they were calculated using the destination entry pound rates.  

Workpaper 2  -  Workpaper 2 is in EXCEL spreadsheet file: wp2_np.xls. It is for Standard Mail (A) Nonprofit and Nonprofit Enhanced Carrier Route and contains worksheets (the tabs at the bottom of the screen when the spreadsheet file is open) and ranges corresponding to the page numbers as follows:

Page 1 - Worksheet bd - Billing Determinants for FY98.  These billing determinants are used to distribute volumes to various rate categories.  For example, the volume forecast provides the volume of Automation 3/5-digit flats.  The billing determinants include information about the percentage of these flats that pay the minimum-per-piece rate, their destination-entry profile, etc.  This information is reformatted in page 2 and is used to distribute the forecasted volume into these various subgroups on page 4.

Page 2 - Worksheet bd% - Reformats the data in page 1 for ease of use in the rate development process.  The volumes in the volume forecast can be distributed to a finer level of detail corresponding to the applicable rate categories (e.g., DBMC-entered, pound-rated).

Page 3 - Worksheet vol - Volume forecasts for FY01, before and after rates.  

Page 4 - Worksheet v01br - Before Rates volume distributed to rate category.  The volumes from page 3 are broken into finer sub-categories using the billing determinant information from page 2.

Page 5 - Worksheet r01br, range BRprst - Calculation of revenue from presort categories, FY01 before rates.  Applies the current rates to the volume by rate category from page 4.  

Page 6 - Worksheet r01br, range BRauto - Calculation of revenue from automation categories, FY01 before rates.  Applies the current rates to the volume by rate category from page 4.  Also includes a summary of the Nonprofit subclass by including Presort category figures from page 5.

Page 7 - Worksheet r01br, range BRecr - Calculation of revenue from NECR subclass, FY01 before rates.  Applies current rates to the volume by rate category from page 4.  

Page 8 - Worksheet tybr_sum - Test year before rates summary.  Summarizes the revenue from pages 5-7, volume from page 4, and costs from page 16.  

Page 9 - Worksheet drop - Calculation of the destination entry discounts and the value of the discounts for incorporation into the rate design formula.

Page 10 - Worksheet cost - Mail Processing and Delivery Costs for use in determining automation and presort discounts, as well as letter-nonletter differential.  In this proceeding, unlike Docket No. R97-1, alternative cost estimates are provided for certain cost avoidance calculations (see lines 29-39).  For example, the letter costs presented in lines 5, 6, 14, 15, and 16 include only those mail processing costs deemed worksharing-related for use in determining the cost differentials for letter presort and letter automation discounts.  They are not particularly well suited for use in calculating the letter-nonletter differential since there is not an equivalent measure (that includes the same cost groupings) for nonletters.  So, in lines 32 and 33, costs that reflect all mail processing (not just “worksharing-related” mail processing costs) are provided.  These costs are comparable to the flats costs in lines 1 and 2 since they, too, measure the mail processing costs for the respective rate categories.  As shown in Worktable B, page 11, it is these two sets of costs (lines 1-2, lines 32-33) that are used to calculate the letter-nonletter differential.

Also, due to preparation and eligibility requirement differences between automation and non-automation flats, the costs in lines 1, 2, 10, and 11 are not well suited for calculation of barcode-related cost savings.  Therefore, as provided by witness Yacobucci (USPS-T-25), lines 36-39 contain costs for the purpose of calculating barcode-related savings by isolating the incremental effect of the barcode.     

Page 11 - Worksheet passnp - Development of passthroughs for the Nonprofit subclass to determine presort discounts, and shape differentials.

Page 12 - Worksheet npval – Passthroughs for automation discounts, and calculation of the value of the automation, presort, and shape discounts for incorporation into the rate design formula.  The footnotes describe which cost figures are used to calculate the differentials.  Also see the description of page 10 for more information regarding cost measurements.

Page 13 – Worksheet parcel_br – The Test Year Before Rates revenue calculation on pages 5-7 includes an estimate of revenue from the residual shape surcharge calculated on this page.  The estimate also includes an adjustment that attempts to account for the potential loss of surcharge revenue due to the implementation of the surcharge and mailer efforts to avoid it.  See the description of Page 14 for further explanation.

Page 14 - Worksheet parcel - The rate design formulae on pages 17 and 20 include estimates of expected revenue from the residual shape surcharge.  This worksheet estimates the revenue and includes the assumption that the percentage of nonletter pieces which would be subject to the surcharge remains constant before and after rates.  An adjustment is made, however, since the parcel percentage applied to the nonletter volume is from FY98, which was prior to the implementation of the surcharge.  The volume is reduced to recognize the likelihood that some mailers have, or will, take steps to avoid paying the surcharge.  For example, some mailers are attempting to reconfigure their pieces as automation flats, as the maximum thickness was increased to 1.25 inches from 0.75 inch in 1998.  Although the extent to which mailers will successfully avoid the surcharge is unknown, an estimate of a 25 percent reduction is applied to the surcharge projection for the Nonprofit subclass.  In NECR, sample mailers may have reconfigured as flats, or left the mailstream, since the 10 cent surcharge represented a significant percentage rate increase.  For NECR, an estimate of a 50 percent reduction is incorporated into the revenue projections.  Since there are so few parcels in nonprofit, the revenue projection is very insensitive to the surcharge reduction estimate.  

This sheet calculates the expected revenue for purposes of the formula, as well as estimates the after rates revenue from the surcharge for calculation of total after rates revenue in pages 22-24.  The worksheet also includes an estimate of the revenue leakage due to the barcode discount.  The assumption is that all parcels 6 ounces and above will claim the discount.  While some of these parcels may not in fact be machinable or otherwise not eligible for the discount, this may be offset by pieces weighing less than 6 ounces that, by approval of the BMC manager, can be prepared as machinable parcels.

Page 15 - Worksheet fees -  The rate design formula has fee revenue as an input.  This sheet reports the expected revenue, before and after rates.

Page 16 - Worksheet volvar - This sheet contains the before rates costs which are used in the rate design formulae.  It also contains the after rates costs, which are used in the financial summary on page 25.

Page 17 - Worksheet form - This sheet contains the Nonprofit subclass rate design formula.

Page 18 - Worksheet CRpass - Development of shape and density passthroughs for the NECR subclass to determine rate differentials.  For simplicity, the term “flat” is used throughout this page instead of the more precise “nonletters.”

Page 19 - Worksheet CRval - Calculation of the value of the discounts, based on passthroughs from page 17, and the automation passthrough on this page, for incorporation into the rate design formula for NECR.

Page 20 - Worksheet CRform - This sheet contains the NECR subclass rate design formula.

Page 21 - Worksheet vTYar - Distribution of the Test Year After Rates volume (from page 3) to rate categories using the billing determinant information from page 2.

Page 22 - Worksheet rTYar; Range TYARprst -  Applies the proposed rates to the volume forecast (from page 21) to determine test year revenue for the presort categories.  

Page 23 - Worksheet rTYar; Range TYARauto - Applies the proposed rates to the volume forecast (page 21) to determine test year revenue for the automation categories.  This sheet also includes the summary of the Nonprofit subclass.

Page 24 - Worksheet rTYar; Range TYARecr -  Applies the proposed rates to the volume forecast (page 21) to determine test year revenues for NECR.

Page 25 - Worksheet finsum - This sheet summarizes the revenues and costs for the Nonprofit and NECR subclasses, and calculates contribution and cost coverage.  The contribution reflects the expectation that any effect on costs and revenues accompanying an increase in the letter automation weight limit would be de minimis.  See USPS-T-35 at III.C.5.b.

Page 26 - Worksheet chg_rev; Range chgpre - This sheet applies the proposed rates to the before rates volumes in order to assist in the calculation of percentage change in revenue per piece.  By applying the before rates volume, a constant mail mix is used, and the effects of migration within subclass, or across subclasses, is controlled for.  

Page 27 - Worksheet chg_rev; Range chgauto - This sheet applies the proposed rates to the before rates volumes in order to assist in the calculation of percentage change in revenue per piece for the Nonprofit subclass.  By applying the before rates volume, a constant mail mix is used, and the effects of migration within subclass, or across subclasses, is controlled for.

Page 28 - Worksheet chg_rev; Range chgecr - This sheet applies the proposed rates to the before rates volumes in order to assist in the calculation of percentage change in revenue per piece for the NECR subclass.  By applying the before rates volume, a constant mail mix is used, and the effects of migration within subclass, or across subclasses, is controlled for.

Page 29 - Worksheet sum - Summary of proposed rates.

Page 30 - Worksheet chgsum; Range sum_np - summary of current and proposed rates for Nonprofit.

Page 31 - Worksheet chgsum; Range sum_necr - summary of current and proposed rates for NECR.

