OVERVIEW








This is being filed as a library reference to provide support for the direct testimony of witness Marc A. Smith, USPS-T-21.  This library reference provides the supporting calculations for Attachments 10-16 of his testimony.  Part III of witness Smith’s testimony describes the calculations in this Library Reference.  Witness Smith and other Cost Attribution staff are the authors of this library reference.  This is an update of Docket No. R97-1, USPS-LR-H-77.





	This library reference has four parts.  Part I provides the documentation and calculation of the premium pay ratios. The premium pay ratios (or factors) reflect the premium pay adjustment as shown in the Workpaper A-2, pages 1-4 of witness Meehan, USPS-T-11.  These factors are used in worksharing-related cost studies to reflect the premium pay adjustment.  





Parts II to IV provides piggyback factors as discussed below. Piggyback factors are employed in cost studies to augment labor cost estimates to add the costs associated with supervisors, administration, facility-related and equipment-related.  This is done for the calculation of cost avoidance estimates for the purposes of setting worksharing discounts as well as to compute final adjustments.�





Part II provides the development and documentation of the piggyback ratios (or factors) for major functions (e.g., mail processing, window service, city delivery, rural delivery, vehicle service drivers, clerks/messengers and accounting/auditing) for each subclass� for the test year and, in some cases, the base year.  Piggyback factors for Final Adjustments (for test year) are also included for the some of the major functions.  These are provided for the test year final adjustments performed by witness Daniel, USPS-T-28 and Davis, USPS-T-30.   Appendix I provides additional documentation of the mainframe programs contained in Part II.  This appendix contains a detailed description of the calculations done by the programs.





Part III provides the development and documentation of the operation-specific mail processing piggyback factors for the base year. These piggyback factors are provided for specific mail processing operations, operations defined to be consistent with the cost pools for mail processing labor. 





Part IV provides the development and documentation of the operation-specific mail processing piggyback factors for the test year.  





	The following table lists the links between this library reference, witness Smith’s testimony and other witnesses.  This table lists the other witnesses and library references which make use of this library reference.  Please note the following concerning an abbreviation to be used in this table. Premium pay and piggyback factors are used by witnesses Miller, USPS-T-24, Yacobucci, USPS-T-25, Eggleston, USPS-T-26, Crum, USPS-T-27, Daniel, USPS-T-28, Campbell, USPS-T-29, and Davis, USPS-T-30, in their development of cost needed for rate design. This library reference also provides inputs for the calculation of mail processing unit costs by shape as done in USPS LR-I-81.  I will refer to these uses as “General Use” and not list the above.








�



USPS LR-I-77	SMITH TESTIMONY, 	TESTIMONY AND LR


PAGES:			USPS-T-21		RELYING ON THIS LR





BASE YEAR PIGGYBACK FACTORS BY MAJOR FUNCTION:


10,43,70,103  	ATTACHMENT 10		GENERAL USE


129					





TEST YEAR PIGGYBACK FACTORS BY MAJOR FUNCTION:


157,193,225,		ATTACHMENT 11		GENERAL USE


257,292,320		





TEST YEAR PIGGYBACK FACTORS FOR FINAL ADJUSTMENTS:


165,194,226, 	ATTACHMENT 12		WITNESS DANIEL, USPS-T-28


258,293,321						WITNESS DAVIS, USPS-T-30





BASE YEAR MAIL PROCESSING OPERATION-SPECIFIC PIGGYBACK FACTORS:


III-36 TO III-38	ATTACHMENT 13		GENERAL USE





TEST YEAR MAIL PROCESSING OPERATION-SPECIFIC PIGGYBACK FACTORS:


IV-26 TO IV-28	ATTACHMENT 14		GENERAL USE





PREMIUM PAY RATIOS FOR MAIL PROCESSING LABOR COSTS:


1			ATTACHMENT 15		GENERAL USE





ADDITIONAL PIGGYBACK FACTORS AND OTHER COSTS:


192,256,352,		ATTACHMENT 16		WITNESS KANEER, USPS-T-40


IV-11							WITNESS CAMPBELL, 


USPS-T-29


							WITNESS DAVIS, USPS-T-30








�
This library reference relies on the following sources.  Part I is based on the Workpaper A-2, pages 1-4 of witness Meehan, USPS-T-11.





Part II relies on the base year costs of witness Meehan, USPS-T-11, from USPS-11A (and the supporting workpapers) and also the test year costs (before rates) from witness Kashani, USPS-T-14, from USPS-14H (and supporting workpapers).  See Appendix I for additional information on computer programs and data sets used in Part II.





Part III makes use of the following data sources:  USPS LR-I-83 (PARTS 1 TO IV); LR-I-106, PART VI, TABLE 6; PART II of this library reference; base year costs from witness MEEHAN, USPS-11A (and supporting workpapers); and witness VAN-TY-SMITH, USPS-T-17, TABLE 17.





Part IV makes use of the following data sources:  USPS LR-I-83 (PARTS 1 TO IV); LR-I-106, PART VI, TABLE 6; PARTS II and III of this library reference; test year costs (before rates) from witness KASHANI, USPS-14h (and supporting workpapers); and witness VAN-TY-SMITH, USPS-T-17, TABLE 17.











�



Appendix I





Additional Documentation for Part II














�
Computer Program Documentation for Parts I and II of LR-I-77





A general description of the program, processing tasks performed, methods and procedures employed, sources of data:	


	At pages 9, 42, 69, 102, 128, 156, 191, 224, 255, 291, 319, 350, and 389 are examples of typical JCL commands with some helpful information.  At line 22, the IN1 statement refers to the input file (ALAHQV.VS420D01.FY98BY .B.DATA) that is read on the mainframe.  (USPS I-6: Base Year / Roll Forward shows that this mainframe file was copied to CD-ROM as “LR-I-6\DATAFILE\FY98BY\B.DAT” and referenced in lower case.  This particular file refers to base year 1998 data.  These data are read for mail processing premium pay (p.9), mail processing (p.42), window service (p.69), city delivery (p.102), vehicle service (p.128), and rural delivery (p.156).  A similar file for the test year at-current rates, after mail mix (ALAHQV.VS420D05.FY01RCBM.B.DATA, mainframe; CD-ROM name is : “LR-I-6\DATAFILE\FY01RCBM\B.DAT” in lower case.  This data is from witness Kashani, USPS-T-14, USPS-14H (and supporting workpapers).  It is read for developing piggyback costs for mail processing (page 191), window service (p.224), clerk/messenger (p.255), city carrier (or city delivery) (p.291), vehicle service (p.319), rural carrier (or rural delivery) (p.350), and accounting (and auditing) (p.389).  Each of these input files are read by the corresponding SAS files showing corresponding unique data to be read; data to be kept (KEEP), which lines (classes/special services; Fnnn, etc.), conditional statements (IF .. ,THEN ..): data grouping (DATA SALARY, SPACE, MISCELL); the process statement (PROC IML); identification of variables used; development of ratios; and the development of the “spreadsheet” or tables.  The output is described in the PROC FORMAT section, labeling (identifying) class/special service row; specifying how the numbers are to appear on the tables (PICTURE); and the print statement (PROC PRINT).





Listing of input and output data, definitions of variables, description of input and output file organization:


	In Part II, each section of USPS LR-I-77 identifies the corresponding component (COMP) number to be read, and kept (KEEP), groups components (DATA .. ), process the data (PROC IML), and lays out the output tables (PROC PRINT).


	Identification of all components/variables used have been made in the computer printout pages of each respective function piggyback.


	USPS LR-I-4, Base Year / Roll Forward, Input Data Files, and USPS LR-I-6, Base Year / Roll Forward support the information in the JCL pages of LR-I-77.  The output files are those provided in LR-I-6.  





Documentation of calculations:


	Calculations have comments, as well identification/description of various arithematic processes: addition (+); multiplication (#); and division (/). 





Illustration of each piggyback function:


	See the attached “General Piggyback Matrix By Component Numbers” and the “Comments/Notes on the General Piggyback Matrix by Component Numbers,” on the following 2 pages.


� A piggyback factor is, in general terms, the ratio of total volume variable costs to volume variable labor costs for a specific function (e.g. city carrier) or operation (e.g. OCR).  Total costs, as contained in the numerator,  include labor, supervisor, administrative, facility-related and equipment-related costs.  Labor costs, in the denominator, would be all non-supervisory, non-administrative labor cost associated with the function or operation. 


� These types of piggyback factors are computed for each row of the test year (before rates) or base year segments and components reports, which are USPS-14H and USPS-11A respectively.








