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RESPONSE OF UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER’S RULING NO. R2000-l/24. 

AND NOTICE OF FILING OF ERRATA TO 
TESTIMONY AND EXHIBITS OF WITNESS KANEER (USPS-T-40) [ERRATUM] 

(March 31,200O) 

The United States Postal Service hereby responds to Presiding Officer’s Ruling 

No. R2000-l/24, which requested a notice providing the status and anticipated filing 

date of the errata to witness Kaneer’s testimony and workpapers, and if applicable, to 

witness Yezer’s testimony and supporting materials. As background, witness Yezer’s 

testimony, filed with the Postal Service’s Request on January 12,2000, described his 

approach and methodology for estimating rental values for the space used by the 

Postal Service to provide post office box service. Witness Yezer’s econometric 

estimates, supporting data, and resulting rental values were withheld pending a request 

to provide them only under protective conditions. Presiding Officer’s Ruling No. 

R2000-1 /I 1, issued March 10,2000, granted the Postal Service’s motion for protective 

conditions, and requested that the protective conditions materials be provided. On 

March 14,2000, the Postal Service provided notice that it would need some additional 

time to provide the materials because of recently discovered errors that were being 

corrected. The Postal Service corrected these errors, and provided the protective 

condition materials in USPS-LR-I-241 on March 24,200O. 

Three errors have been corrected. First, one of witness Yezer’s imputation 

equations inadvertently used a log base 10 factor instead of the natural log factor used 

in his regression equations. Second, additional lease length data for certain Alaska 
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facilities permitted improvements in rental value estimates for all facilities in Alaska. 

Third, the list of Group B ZIP Codes used in witness Kaneer’s analysis was corrected to 

make it consistent with those ZIP Codes actually charging Group B fees. 

No errata are needed for witness Yezer’s testimony, since that testimony was 

limited to description of his approach and methodology. Library reference l-241 already 

reflected all of his corrections when filed. 

However, the corrections do require errata to witness Kaneer’s testimony and 

exhibits.’ These errata are fairly limited, reflecting changes to the average cost per 

square foot, Figure 1, and a revenue variance estimate. The exhibit changes correct 

some reclassification examples, and present the new results in summary form. 

The United States Postal Service therefore provides notice of the filing of errata 

to the testimony and exhibits of witness Kaneer (USPS-T-40). A summary of the 

changes is attached, along with the revised pages. 

Respectfully submitted, 

UNITED STATES POSTAL SERVICE 

By its attorneys: 

Daniel J. Foucheaux, Jr. 
Chief Counsel, Ratemaking 

David H. Rubin 
475 L’Enfant Plaza West, S.W. 
Washington, D.C. 20260-l 137 
(202) 268-2986; Fax -6187 
March 31,200O 

y There are also errata to witness Kaneer’s workpapers, and’library reference l-l 55, 
which contains his supporting materials. These errata are also being provided today, 
as discussed in separate pleadings. 
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Docket No. RZOQg-I 
Postal Service Witness Kaneer Revisions 

I. Testimony USPS-T-40 

1. Page 5, In 14: change $8.92 to $8.30. 

2. Page 9: New chart. 

3. Page 19, In 15: Change $18.829,366 to $16,696,221 

II. Exhibit A USPS-T-40 

1. Page 1: change ZIP Code from 02139 to 02141. 

2. Page 2: change ZIP Code from 76412 to 76415. 

3. Page 2: change ZIP Code from 46619 to 46624. 

4. Page 2: change ZIP Code from 57701 to 67202. 

5. Page 2: change city from Rapid City, SD to Wichita. KS. 

III. Exhibit B USPS-T-40: Replace page 2. 

IV. Exhibit C USPS-T-40: Replace page 1. 
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Revised March 31,200O 
USPS-T-40, Docket No. R2000-1, page 5 

The current fee groups are not strongly related to their costs and thus are 

sub-optimal with respect to the fairness and equity criterion.” Part of the 

problem has been the lack of data showing location-based costs. Witness Yezer 

has recently developed the necessary location cost data. These data can be 

used to delineate variations in economic space costs by five-digit ZIP Code, thus 

allowing the development of truly cost-based post off& box fee groups. 

The current classification categorizes most boxes by the carrier delivery 

type without focusing on the economic cost of the space they occupy. On the 

other hand, some locations thought to have high costs are segregated into Fee 

Groups A and B. Yet the rent ranges for Groups A and B overlap those of 

Groups C and D. Exhibit C, table 1, column (b) shows the high and low cost per 

square foot values, or “Rent Range,” as developed by witness Yezer for the 

current fee groups. Note that each fee group’s range overlaps that of the others. 

For example, all four rent ranges contain facilities having a space cost of $8.30 

per square foot-the overall average cost per square foot (Exhibit C, table 1, line 

3, column (e)). A purely cost-based classification system would avoid this result 

(though fee shock considerations force the proposed groups to still contain 

locations with wide-ranging costs). Given the overlap of rent ranges, currently 

there are likely thousands of ZIP Codes in Groups C and D around the nation 

that have location costs as high as ZIP Codes in Groups A and B. 

lo OCA witness Callow pointed to the wide space provision cost variations and 
cost heterogeneity within the current post office box fee schedule (Docket No. 
R97-1, Tr.23/12266-87). 
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Revised March 31,200O 
USPS-T-40. Docket No. R2000-1, page 9 

Figure 1 

Post Office Box S ace Cost Per S uare Foot Distribution 
Classified nto Seven Cost P % roups: I to VII 
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Hypothetical Cost Groups 
and Rent Ranges 

I .-$16 
II >=$12.5 & ~$16.0 
III >=$lO.O & ~$12.5 
IV >=$7.5 & <$lO.O 
V F55.0 & c57.5 
VI >=$4.0 h c$S.O 
VII cs4.0 

- - - 111111111111222222 
2100012344567889012234566789001234 

iiiiiiiiiis;iiisiiiibiiii2iiiis;io ~. .- .___. . 
Source: SAS frequency chart of witness Yezer’s estimated NZOOl cost per square mot. 

If locations were strictly assigned to these seven fee groups based solely 

on cost, without regard to fee shock, average cost per square foot for each group 

could appropriately be used to allocate Space Provision cost to the boxes in 

each group. Cost group IV is constructed to be centered near the mean of the 

cost distribution. Three additional cost groups are constructed to each side of 
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RevisedMarch 2000 
USPS-T-40, Docket&o. RZOOO-1,page 19 

1 Facility Profile data in order to estimate the number of Group E boxes (see 

2 column (e)).” 

3 Workpaper 8 applies box size distributions, shown in Workpaper 5, to the 

4 box counts found in Workpaper 7, thus yielding baseline box counts - both 

5 installed and in use - by size for the current and proposed fee groups. 

6 Workpaper Q displays forecasting input data, and calculates changes in 

7 real GDP and the CPI-U. These data are used in conjunction with the baseline 

a box counts to estimate box counts in the base year and forecast the box counts 

9 in the test year for current and proposed fee groups. 

10 Workpaper IO shows the Government Fiscal Year (GFY) 1999 and GFY 

11 2000 average Docket No. R97-1 fee change timeline. The purpose of this 

12 worksheet is to supply factors used to calculate interim year box counts. 

13 Workpaper 11 displays the GFY 1998 “Base Year Estimate” and develops 

14 a Revenue Pieces and Weight (RPW) adjustment factor. As can be seen, there 

15 is only a $18,898,221 variance to 1998 RPW revenue, once Caller Service, 

16 Reserve Numbers, and Group E box usage is taken into account. Thus the 

17 basis used to estimate box count data at the rate cell level yields reasonable 

Ia estimates of PO Box revenues. Hence, lt is also reasonable to use similar 

19 methods in forecasting test year box counts and revenues. 

20 My Workpaper 12 applies real price change, elasticity, and GDP growth 

21 factors to estimate End-GFY 1998 boxes in use. 

” “Group E” applies to boxes rather than facilities because there is no facility 
that can be termed a “Group E” facility. Currently, each facility is either Group A, 
B, C, or D based on the type of carrier delivery or specified ZIP Code. 



Revised March 31,200O 
Exhibit USPWOA 

Page 1 

Post Offke Box Reclassification Examples 

o Fee Group C3 ($10.00 c= Space Cost c 912.50) 
Current Semi- Proposed Semi- Percent 

Annual Fee, Box Annual Fee, Box Change 

Zip Code City Size 1 Size 1 In Fee 

60606 Chicago, IL $27.00 827.50 1.9% 
177 on %77 50 1 .Q% 

To Fee Group C4 (Space Cost < SlO.00) 

Zip Code City 
11223 Brooklyn, NY 

Current Semi- Proposed Semi- Percent 
Annual Fee, Box Annual Fee, Box Change 

Size 1 Size 1 In Fee 
$27.00 $22.50 -16.7% 
277 nn $22~50 -16.7% 



Revised March 31,200O 
Exhibit USPS-40A 

Page 2 
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Revised March 31,ZOOO 
Exhibit tJSPS4OC 

Page 1 

1 EXHIBIT C 

4 ( A S8.41 los1 
5 1 B 1 s1.1otos3 
6 1 C 1 S-2.70 to 532. . 

___________-_-_-_-_-----------~ “- 
10.394 I _____________-_-_-_-___________ 1 

; I D 1 20,695 
1 

___-_-_-_-_-_-_-----~---------~ 1 
E NAI 

Sources: USPS -LR-I-155, pega 38 and page 43. 

18.X 
$8.35 

NA 

1 H 
I Table 2. TYSR, Summay Data, Cost-based Groups - i.e., Without Fee Shock Mitigation 

I (a) (b) (Cl I W I w VI W 
Rent Range 

Weighted 
Rent OCR 

2 Cost GWI 

Sourms: USPS IR-I-155. g.go 44. 

Table 3. Tf Summary Data, Proposed Fn Group - With FH Shock Mitigation Sasad on Current Foe Group 

I fa) I lb) I ,c, I P-9 I w I 0 I W 
1 Current Fee Grou~l / Rent Range 

I I I I I Weiahted 

Sources: USPS -LR-I-155. page 45. 
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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 

David H. Rubin 

475 L’Enfant Plaza West, SW. 
Washington, D.C. 20260-l 137 
March 31,200O 


