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ADVO, INC. INTERROGATORIES TO USPS WITNESS CHARLES CRUM

ADVO/USPS-T27-1. With respect to the "BMC Realization Factor” identified as an
input in LR 1-175, Attachment D - Table 16, please provide the following:
(a) An explanation of its original purpose.
(b)  An explanation of what it represents and how it has been used, in
addition to the ratemaking analyses.
{c) An explanation of what it represents in your analyses.
(d)  An explanation of how it was calculated.

(e) When it was calculated.

ADVO/USPS-T27-2. With respect to the MTM productivities presented in Attachment E
Tables 5, 6, and 7, please provide the following:
(@) An explanation of their original purpose.
(b)  An explanation of how they have been used, in addition to the ratemaking
analyses.
(c) An explanation of how they were measured.
(d)  When they were calculated.
()  Confirmation that the productivities have not been changed since they
were measured. If this is incorrect, please identify when each has been

changed and describe how it was changed.

ADVO/USPS-T27-3. Please explain why it is appropriate to apply the BMC Realization
Factor to the MTM productivities in the BMC modeis.

ADVO/USPS-T27-4. For the Personal Needs, Fatigue and Delay (PF&D) Factor,
please provide the following:

(a)  An explanation of the original purpose for its measurement.



(b)

(c)
(d)
(e)
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An explanation of how it has been used, in addition to the ratemaking
analyses.

An explanation of what it represents in your analyses.

An explanation of how it was measured.

When it was caiculated.

ADVO/MUSPS-T27-5. With respect to the Van-Ty-Smith (USPS-T-17, Table 1) mail

processing variabilities that you use to adjust the MTM productivities in LR 1-175,

please confirm:

(a)

(b)

A variability of less than one means average unit costs decline as units
of the cost driver increase. [f you cannot, please explain why not.
Declining average unit costs can occur when there is either: (a) fixed
cost in the cost pool and marginal cost is constant; or (b} there is no
fixed cost but declining marginal unit costs; or (c) both fixed cost and
declining marginal unit costs. If you cannot confirm, please explain why

not.

ADVO/USPS-T27-6. Assume a cost pool has a variability less than one but has a

constant unit marginal cost (at least for some operations within the cost pool), please

confirm:

(a)

(b)

(c)

For those operations where there is constant unit marginal cost,
avoidable unit cost equals constant unit marginal cost.

Applying a variability factor of less than one to the constant unit marginal
cost reduces the estimate below its true value.

As long as there are any units to process, fixed costs in the cost pool are

not avoidable with the elimination of some of the units.

If you cannot confirm, please explain why not.
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ADVO/USPS-T27-7. In your analyses, you adjust the MTM productivity (unit time) by the
(relevant) cost pool variability so that productivity increases when variability decreases
(i.e., time to handle a unit decreases with variability). For those cost pools with a
variability less than one, this treatment reduces unit operational cost and dropship
cost avoidance. For each of the MTM productivities (unit times) listed in LR 1-175,
Attachment E, Tables 5, 6, and 7, (and unadjusted by the USPS-T-17 variabilities)
please éxplain fully:
(a) Why you do not consider the unit time to represent a constant marginal
unit cost.
(b)  Whether you consider the unit time to include some measure of
(unavoidabie) fixed cost.

(c) Whether you believe the unit time reflects declining marginal unit cost.




