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Revised April 25, 2000
RESPONSE OF POSTAL SERVICE WITNESS MAYES TO OCA INTERROGATORIES

OCA/USPS-T32-6. Please confirm the following properties of a markup index. If

you do not confirm, please provide a mathematical demonstration of the

cantrary.

(a) The markup index for a subclass of mail is directly proportional to the
relative portion of institutional costs borne by that subclass.

(b) The markup index for a subclass of mail is inversely proportional to the
relative portion of attributable costs borne by that subclass.

(c)  Simultaneously increasing the institutional share and decreasing the
attributable share of costs bome by a subclass will unambiguously cause
the markup index for that subclass to increase.

Response:

(a) I have attached a table based on my Exhibit USPS-32B, as revised 4-21-
2000. For illustrative purposes, | have added a column which calculates for the
subclasses shown the portion of total non-volume variable costs represented by
the difference between each subclass’s revenue and its volume variable costs.
As shown in the attachment to this response, | cannot derive any meaningful
mathematical relationship between the markup index and the relative portion of
non-volume variable costs.

(b)  As shown in the attachment to this response, | cannot derive any
meaningful mathematical relationship between the markup index and the relative
portion of volume variable costs borne by a subclass as measured by the
percent of total volume variable costs represented by a subclass’s volume
variable cost.

(c)  Atthough it seems plausible that if a subclass's share of total volume
variable costs decreases and the subclass's share of total non-voiume variable
costs increases, the markup index for that subclass will increase, | have been
unable to mathematically confirm this relationship so | am unsure that it would

always be true.
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DECLARATION

l, Virginia J. Mayes, declare under penalty of perjury that the foregoing answers

are true and correct, to the best of my knowledge, information, and belief.

Dated: L S-ed




CERTIFICATE OF SERVICE

| hereby certify that | have this day served the foregoing document upon all

participants of record in this proceeding in accordance with section 12 of the Rules of
Practice.

Michae! T. Tidwell

473 U'Enfant Plaza West, S.W.
Washington, D.C. 20260-1137
(202) 268-2998 Fax -5402
April 25, 2000




