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P R O C E E D I N G S  

[9:33 a.m.] 

CHAIRMAN GLEIMAN: Good morning. We continue our 

hearings to receive testimony of Postal Service witnesses in 

support of Docket R2000-1. 

I have one procedural matter. On May the 2nd, the 

Postal Service filed a request that the order of appearance 

at the May 11th hearing be Witness Unger first, followed by 

Witness Otorme, and I am granting that request. 

Does any participant have any other matter that 

they would like to address this morning? Mr. McKeever. 

MR. McKEEVER: Good morning, Mr. Chairman, members 

of the Commission. John McKeever for United Parcel Service. 

When Postal Service Witness Hunter was on the stand way back 

on the first day of hearings, we had indicated that we would 

reserve the right to request his return if and when certain 

additional discovery issues that had existed between the 

parties were resolved, and pending the nature of the 

discovery responses of the Postal Service. 

You had indicated, Mr. Chairman, that you were 

today f o r  the possible appearance of Mr. Hunter. We have 

not yet requested his return because there are still some 

remaining discovery issues that are outstanding. In 

particular, on April 17th, we had filed a motion to compel 

the production of certain PERMIT System data. The Postal 
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Service had responded to that motion on April 24th. And 

there were three other motions to compel that we have filed 

where the deadline for responding of the Postal Service have 

not yet come upon us. There was a motion to compel filed on 

April 28, one filed on May lst, and one filed on May 2nd. 

Since those discovery disputes are still 

outstanding, and that information relates possibly to Mr. 

Hunter's testimony, we think it would be premature to ask at 

this time whether or not he should be recalled, and we would 

like to reserve that judgment until we get those discovery 

responses and, again, reserve the right to ask that he be 

recalled in the future if we determine when we receive those 

responses that that would be appropriate. 

CHAIRMAN GLEIMAN: Thank you, Mr. McKeever. I 

think that we can accommodate you in that regard. We do, as 

I indicated a moment ago, have a hearing scheduled for the 

11th. We also have a hearing scheduled for the 9th 

possibly. And I think that if the motion practice can be 

resolved expeditiously, perhaps we can figure out whether we 

can accommodate you, if Witness Hunter still needs to be 

recalled, the latter part of next week. If not, your rights 

are reserved. 

MR. McKEEVER: Thank you, Mr. Chairman. 

CHAIRMAN GLEIMAN: And I understand that - -  my 

recollection is that NNA also had some concerns. 
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MR. McKEEVER: Yes, Mr. Chairman. Thank you. I 

had told MS. Rush, and I forgot, that I would mention they 

also have a discovery dispute outstanding, which MS. Rush 

believes may have been resolved as of yesterday, but she, of 

course, still doesn't have the information that apparently 

the Postal Service has agreed to provide. I can't give you 

a blow by blow description there, of course, but I did 

indicate to Ms. Rush that I would mention that they also 

reserve the right to recall Mr. Hunter, pending the receipt 

of the additional information that apparently the Postal 

Service has agreed to provide. Thank you, Mr. Chairman. 

CHAIRMAN GLEIMAN: Thank you, sir. 

MR. HOLLIES: Mr. Chairman. 

CHAIRMAN GLEIMAN: It is hard to tell where sound 

comes from sometimes. 

MR. HOLLIES: I just wanted to say that the Postal 

Service does plan on responding to all of the various 

motions to compel pertinent to Witness Hunter tomorrow. So 

that perhaps those, that motions practice will thereby be 

sufficiently ripe that it can be determined. 

In addition, yes, I would like to confirm what Mr. 

McKeever said regarding "A. We file, I guess it will be 

today, some responses that I believe will satisfy Ms. Rush 

with respect to the material she was seeking, and that 

should also resolve that particular discovery dispute. 
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CHAIRMAN GLEIMAN: Okay. Well, we appreciate that 

information and I guess the ball will be back in my court 

once we hear from the Postal Service on the outstanding 

motions, responses to motions to compel, and we will attempt 

to rule on those promptly so that a decision can be made, 

and perhaps we can wrap up this round of hearings next week 

rather than going beyond then. But if we have to, we will. 

MR. HOLLIES: Thank you, Mr. Chairman. 

CHAIRMAN GLEIMAN: Is there anything else? 

MR. KOETTING: Mr. Chairman. 

CHAIRMAN GLEIMAN: I just - -  you know, you don't 

understand, but when you are sitting up here, the tendency 

is to look out and, you know, connect a voice with somebody 

that is standing up out there. It doesn't register when it 

comes from above you that it is really coming from over 

there. 

MR. KOETTING: The Postal Service understands that 

Witness Kay is the third witness scheduled today, and no 

parties have requested oral cross-examination, in contrast 

with Witness Xie, the second witness, which the Postal 

Service understands there will be some oral 

cross-examination. Therefore, the Postal Service would 

request that Witness Kay be moved up to the second witness 

spot so she can go about her business. That would be our 

request. 
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CHAIRMAN GLEIMAN: I don't think that would pose a 

problem, given the cross-examination that we are at least 

aware is going to take place today. So, we will do that. 

Anyone else? 

[NO response. 1 

CHAIRMAN GLEIMAN: There are four witnesses 

scheduled to appear today, Witness Stevens, Witness Kay, 

Witness Xie and Witness Taufique. 

Mr. Koetting, you have the first witness? 

MR. KOETTING: Yes, Mr. Chairman. Thank you. 

The Postal Service calls as its next witness, 

Dennis P. Stevens. 

Whereupon, 

DENNIS P. STEVENS, 

a witness, having been called for examination on behalf of 

the United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

DIRECT EXAMINATION 

BY MR. KOETTING: 

Q Mr. Stevens, I have handed you two copies of a 

document entitled "Direct Testimony of Dennis P. Stevens on 

Behalf of the United States P o s t a l  Service," which has been 

designated as USPS-T-20. Are you familiar with this 

document? 

A Yes, I am. 
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Q Was it prepared by you or under your supervision? 

A Yes, it was. 

Q If you were to testify orally today, would that be 

your testimony? 

A Yes, it would be. 

MR. KOETTING: Mr. Chairman, the Postal Service 

moves that USPS-T-20, the direct testimony of Dennis P. 

Stevens be admitted into evidence. 

CHAIRMAN GLEIMAN: Is there any objection? 

[No response. 1 

CHAIRMAN GLEIMAN: Hearing none, I will direct 

counsel to provide the reporter with two copies of the 

testimony of Witness Stevens. The testimony is received 

into evidence, but, as is our practice, will not be 

transcribed into the record. 

[Direct Testimony of Dennis P. 

Stevens, USPS-T-20 was received 

into evidence. I 

CHAIRMAN GLEIMAN: Mr. Koetting, is Witness 

Stevens sponsoring any Category 2 Library References? 

MR. KOETTING: No, Mr. Chairman, he has no 

Category 2 associated with his testimony. 

CHAIRMAN GLEIMAN: Mr. Stevens, have you had an 

opportunity to examine the packet of designated written 

cross-examination that was made available earlier today? 
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THE WITNESS: Yes, I was. 

CHAIRMAN GLEIMAN: And if those questions were 

asked of you today, - -  we don't have any designated cross? 

MR. KOETTING: There were no designated cross. 

CHAIRMAN GLEIMAN: Goodness gracious, a witness 

without designated written cross. You must have answered 

all the questions very well. 

I don't believe there is an oral cross-examination 

for the witness. Is there anyone who had indicated 

previously that wishes to do so? 

[No response. 1 

CHAIRMAN GLEIMAN: If not, then questions from the 

bench? And if there are no questions from the bench - -  

COMMISSIONER GOLDWAY: I have one question. Mr. 

Chairman, I have one question, if I may. 

CHAIRMAN GLEIMAN: Certainly. 

COMMISSIONER GOLDWAY: In our discussions this 

morning, the staff and the Commissioners expressed some 

curiosity over the response that you made to interrogatories 

of the Direct Marketing Association. I don't have the 

number, but it is a list of the summary of USPS vehicle 

acquisitions by year. 

THE WITNESS: I am familiar with that document. 

COMMISSIONER GOLDWAY: And we noticed that there 

was a vehicle that is still in service, purchased in 1944 at 
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a cost of $1,998, with an accumulated depreciation of 

$1,899. So we were wondering what that vehicle might be. 

And there were a couple of others that struck u s  as well, 

the 1961 vehicle that cost $474, and the 1965 vehicle at 

$225. We were curious, in general, about some of these very 

old vehicles still in service, 

THE WITNESS: I am not familiar with the type of 

vehicle. I can explain to you what is happening with the 

accumulated depreciation, in that in order to maintain the 

records, they just keep a sunk cost or a loss cost until we 

actually get rid of the vehicle. 

COMMISSIONER GOLDWAY: So, but by keeping this on 

the list, the vehicle is still in use? 

THE WITNESS: Yes, it potentially could be in use. 

COMMISSIONER GOLDWAY: Would it be possible to get 

the information on those vehicles from 1944 to 1965, there 

are a total of six of them? 

THE WITNESS: Yes. Assuming - -  

COMMISSIONER GOLDWAY: Just to satisfy our 

interest in what is preserved for such a long period of 

time. 

THE WITNESS: Okay. Assuming that the data is 

still available. In other words, what happens is as the 

vehicles go out of service, they actually get purged from 

the database. Assuming that they are still valid data 
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points, I can get all the information on them. 

COMMISSIONER GOLDWAY: Well, I guess we would like 

to know if they are valid, and if they are valid, - -  

THE WITNESS: Which vehicles. 

COMMISSIONER GOLDWAY: - -  which vehicles they are. 

THE WITNESS: Yes. And for what years again? 

COMMISSIONER GOLDWAY: Well, you have six vehicles 

on this list that are dated 1944, '61, '62, '63, and '65. 

So those are the six oldest vehicles on your list, and I 

guess those will answer our most pressing questions. 

THE WITNESS: Yes. 

COMMISSIONER GOLDWAY: Thank you. 

CHAIRMAN GLEIMAN: Actually, the most pressing 

question is to find out who the mechanic is that keeps them 

running, because we would like to engage his or her 

services. 

THE WITNESS: SO would I. 

CHAIRMAN GLEIMAN: Are there any other questions 

from the bench? 

[No response. 1 

CHAIRMAN GLEIMAN: Follow-up to questions from the 

bench? 

[No response. I 

CHAIRMAN GLEIMAN: Do you need some time for 

redirect? 
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MR. KOETTING: NO. 

CHAIRMAN GLEIMAN: That being the case, Mr 

Stevens, I want to thank you for your appearance here today 

and your contributions to our record. And if there is 

nothing further, you are excused. 

THE WITNESS: Thank you. 

[Witness excused. I 

CHAIRMAN GLEIMAN: Mr. Koetting again. 

MR. KOETTING: Yes, Mr. Chairman. The Postal 

Service would call as its next witness, Nancy R. Kay. 

CHAIRMAN GLEIMAN: Ms. Kay, before you settle in 

and get comfortable, don't get too comfortable. I don't 

think you are going to be up there too long today - -  at 

least that is what people tell me. 

Whereupon, 

NANCY R. KAY, 

a witness, was called for examination by counsel for the 

United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

DIRECT EXAMINATION 

BY MR. KOETTING: 

Q MS. Kay, I have handed you two copies of a 

document entitled "Direct Testimony of Nancy Kay on behalf 

of the United States Postal Service," which has been 

designated as USPS-T23. 
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Are you familiar with that document? 

A Yes, I am. 

Q Were they prepared by you or under your 

supervision? 

A They were prepared by me. 

Q Did they include the revisions to your testimony 

filed on February 18th, 2000 and March 13th, 2000? 

A Yes, they do. 

Q With those revisions if you were to testify orally 

today would this be your testimony? 

A Yes, it would. 

MR. KOETTING: Mr. Chairman, the Postal Service 

moves that the direct testimony of Nancy R. Kay, USPS-T23, 

be admitted into evidence. 

CHAIRMAN GLEIMAN: Is there any objection? 

Hearing none, if counsel would provide two copies of the 

corrected direct testimony of Witness Kay to the reporter 

that testimony will be received into evidence and will not 

be transcribed into the record. 

[Direct Testimony and Exhibits of 

Nancy R. Kay, USPS-T23, was 

received into evidence.] 

CHAIRMAN GLEIMAN: Mr. Koetting, is this witness 

sponsoring any Category 2 Library References? 

MR. KOETTING: She is. 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

(202) 842-0034 



4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

1 3  

14 

15 

1 6  

1 7  

1 8  

1 9  

2 0  

2 1  

2 2  

23 

24 

25  

6704 

BY MR. KOETTING: 

Q Are Library References LR-1-150 and LR-1-151 

associated with your testimony? 

A They are. 

Q Are you prepared to sponsor them today? 

A Yes, I am. 

MR. KOETTING: Mr. Chairman, Postal Service moves 

those into evidence also. 

CHAIRMAN GLEIMAN: The two Library References in 

question will be moved into evidence and will not be 

transcribed into the record. 

[Library References LR-1-150 and 

LR-1-151 were received into 

evidence. ] 

CHAIRMAN GLEIMAN: And now I am going to check 

before I ask about designated written cross examination. 

Y e s ,  there is some. 

MS. Kay, have you had an opportunity to examine 

the very small packet of designated written cross 

examination that was made available earlier today? 

THE WITNESS: Yes, I have. 

CHAIRMAN GLEIMAN: And if those questions were 

asked of you today, would your answers be the same as those 

you previously provided in writing? 

THE WITNESS: They would. 
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CHAIRMAN GLEIMAN: That being the case, counsel, 

if you would provide two copies of the designated written 

cross for this witness to the reporter, I will direct that 

the material be received into evidence and transcribed into 

the record. 

[Designation of Written 

Cross-Examination of Nancy R. Kay, 

USPS-T23, was received into 

evidence and transcribed into the 

record. 1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KAY TO 
INTERROGATORY OF ASSOCIATION OF PRIORITY MAIL USERS 

APMU/USPS-T23-1. Please refer to witness Kashani's response to MPNUSPS- 
T14-2, both at pages 8-10 of the narrative response as well as Attachment I (Mail 
Processing Adjustment for Redistribution of Rehabilitation Program), pages 1-2. 
Witness Kashani explains that the costs associated with the Rehabilitation 
program "were erroneously distributed to Priority Mail in mail processing in FY 
2000. This miscalculation overstates Priority Mail costs by approximately $46 
million in that year ... " Witness Kashani then makes what he calls a "Priority Mail 
Correction," reducing Priority Mail costs by $46.350 million. Please provide a 
similar correction to the incremental costs of Priority Mail. 

RESPONSE 

Attachment 1 to this response estimates the effect of witness Kashani's 

correction on incremental cost estimates for all classes of mail, including Priority 

Mail. The correction is estimated to reduce Priority Mail incremental cost by 

$48.509 million in Test Year 2001 (After Rates). Column 1 of Attachment 1 

shows the BY 1998 volume variable cost for mail processing. as shown in USPS- 

LR-1-150, folder IC ModellR00-1, tile ICSummary.xls, tab 'Independent WC', 

column 7. Column 2 of Attachment 1 shows the BY 1998 volume-related 

incremental cost for mail processing, as shown in USPS-LR-1-150, folder IC 

ModelRO0-1, file ICSummary.xls, tab 'IC Independent', column 4, minus product 

specific costs show on tab 'Prod Spec', column 1. Column 3 of Attachment 1 

shows total Test Year 2001 (Before Rates) incremental cost, from Table 1A of 

my testimony. Column 4 of Attachment 1 shows total Test Year 2001 (After 

Rates) incremental cost, also from Table 1A of my testimony. Columns 5 and 6 

are the estimated dollar impact on Test Year 2001 (Before Rates) and Test Year 

2001 (After Rates) volume variable cost, from USPS LR-1-198. Column 7 

calculates the estimated dollar impact on Test Year 2001 Before Rates 

1 
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incremental cost. This is calculated as the ratio of Base Year 1998 volume- 

related incremental cost divided by Base Year 1998 volume variable cost times 

the Test Year 2001 (Before Rates) dollar impact on volume variable cost from 

column 5. Column 8 calculates the estimated dollar impact on Test Year 2001 

(After Rates) incremental cost, calculated in a similar fashion. Columns 9 and 10 

show what total incremental cost for Test Year 2001 (Before Rates) and Test 

Year 2001 (After Rates) would be if these estimates were incorporated into the 

analysis. 

2 



6710 

I I 



1 

2 

3 

4 

5 

6 

7 

8 

- 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 2  

23 

24 

25 

- 

6711 

CHAIRMAN GLEIMAN: Is there any additional 

designated written cross examination? Mr. McKeever? 

MR. McKEEVER: Thank you, Mr. Chairman. We do 

have four interrogatory responses that we neglected to 

designate for written cross. 

I spoke to Mr. Koetting about it. He indicated 

that the Postal Service has no objection to us entering 

those today. 

CHAIRMAN GLEIMAN: Please proceed. 

CROSS EXAMINATION 

BY MR. McKEEVER: 

Q Ms. Kay, I have just handed you a copy of your 

responses to Interrogatories UPS/USPS-T23-1, 6, 7 and 8. 

If those questions were asked of you today, would 

your answers be the same? 

A Yes, they would. 

MR. McKEEVER: Mr. Chairman, with that, I move 

that Ms. Kay’s answers to Interrogatories UPS/USPS-T23-1, 6, 

7, and 8 be admitted into evidence and transcribed into the 

record as written cross examination of Postal Service 

Witness Kay. 

CHAIRMAN GLEIMAN: If you would please provide the 

reporter with two copies, I will indicate that that material 

should indeed be entered into the record and transcribed. 

MR. McKEEVER: Thank you, Mr. Chairman. 
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[Additional Written 

Cross-Examination and Responses of 

Nancy R. Kay, UPS/USPS-T23-1, 6, 7 

and 8 were received into evidence 

and transcribed into the record.] 
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* RESPONSE OF POSTAL SERVICE WITNESS KAY 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

YPS/USPS-T23-1. 
Refer to Library Reference 1-150. folder "Support Materials,' file 'By98Data.xls," 

worksheet tab 'advertising,' and Library Reference 1-1 50. folder 'IC MODEL.' subfolder 
ROD-1.' file 'IC Forms.xli.'worksheeilab "PROD SPEC.' 

(a) &firm that ihe total advertising expenditures of the Postal Service In 
FYl998 were %300.800.216. .._ ~ ___.___ .- - 

(b) 

(c) 

Confirm that the Postal Service considers $87,701,000 of total advertising 
expenses In FY1998, or approximately 29 percent, to be product-specific advertising. 

Refer to Docket No. R97-1, Appendices to Opinion and Recommended 
Decision (May 11.1998). Volume 2, Appendix J, at 15. which shows Test Year 1998. 
After Rates, total advertising costs of $299,001.000. of which $64,312,000 (or 
approximately 22%) were attributed to Priority Mall. The Base Year 1998 total 
advertising costs reported in Library Reference 1-150 are $300,800.216, - slightly 
higherthan the Test Year 1998 estimate in Docket No. R97-1 -of which $36,633,000 
are attributed to Priority Mail. 

(I) Please explain the reasons for the decrease of approximately 
$27,679,000 in Priority Mail advertising costs from the Test Year 1998 estimate in 
Docket No. R97-1 to the Base Year 1998 amount which the Postal Service attributes to 
Priority Mail In this proceeding. 

(It) What factors contributed to the apparent decrease in Priority Mail 
advertising in Base Year 1998 from the level estimated in Docket No. R97-1, while the 
overall level of advertising costs remained essentially as estimated in Docket No. 

.? 

R97-17 

RESPONSE: 

a) Confirmed. 

b) Not confirmed, in light of the revisions to my testimony. my workpapers, 

and LR-1-150, filed on March 13,2000. W& these revisions, the total amount of 

product specific advertlslng costs (If International Mail as a whole is considered a 

spechic product, as Is the case In domestic ratemaking) for BY 1998 is $137.286 

million, which consists of the following: 

Money Orders $ 8.928 mllllon 
Post office Boxes $ 1.116 mllllon 
Priority Mall $79252 mlllion 
Parcel Post $20.064 miUbn 
Express Mail $ 1.003 mllllon 
International $26.923 mlllion 
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Moreover, there are an additional $39.747 million of advertising expenses which 

I include in product group specific costs when I calculate the incremental costs for 

certain groups of products. These consist of $27.802 million allocated to the Advertising 

group of products, $10.829 million allocated to the Correspondence group of products, 

and $1.116 million allocated to the Total Special Services group, beyond the amounts 

allocated specifically to Money Orders and PO Boxes. (The amounts shown above for 

specific products are also included, where appropriate, in product group incremental 

cost estimates.) 

c) Given the above response, this subpart is no longer applicable. 
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UPSNSPST23-6. Refer to your Workpapers, ICO7.xls, tab Inputs. In column 6. line 
53, total route costs of $2229,918,000 for Cost Segment 7 am from Meehan’s B 
Workpapers, CSO6&7.xls, tab 7.0.1 and 7.0.3. In column 6, line 55, volume variable 
costs of $182,B71.000 for Cost Segment 7 are from Meehan’s B Workpapers, 
CSO6&7.xls, tab 7.0.1 and 7.0.3. Refer also to your Workpapers, ICO7.xls. tab Route 
Summary. Two product specific categories for Express Mail - (1) DropPick-up for 
Special Purpose Routes (“SPr) and (2) DmplPick-up for Mixed Letter Route (‘MLR’) - 
are included in your Incremental mts for route activities. 

Deswlbe haw incremental costs are derived for Express Mail - 
Do Droppick-up costs for SPR represent the only incremental 

Confirm that the only product-specific incremental costs within SPR 

Explain why Express Mail DroplPick-up costs are incremental costs 

What cost segments besides Cost Segment 12 use allocations from 

c.. (a) 

(b) 
co@ within SPR mute costs? 

(c) 
mute costs are attributed to Express Mail. 

(d) 
and not volume variable costs. Identify any data sources and other documentation. 
induding reports or studies, that support this conclusion. 

(e) 
these Cost Segment 7 costs (piggy-back)? 

- DmpPick-up for SPR and DroplPiEk-Up for MLR. 

RESPONSE 

(a) The steps that I use to derive the Incremental cost for any cost component or cost 

pool (subcomponent) am d e s c r i i  on pages 4-9 of my testimony. In the case of 

the cost pools for DroplPick-ups for Express Mall Facilities. I first examlne the 

workpapers of Witness Meehan (USPS LR-1-80, file CSOB&7Jds, tabs 7.0.5 and 

7.0.4.4.) Worksheets 7.0.5 and 7.0.4.4 show cost pools for Drop/Pickups for 

Express Mail for special purpose routes (7.0.5, d u m n  1 line 28 and column 2 line 

28) and for motorized letter mutes (WS 7.0.4.4, column 3 line 8. To determine the 

correct incremental cost analysis to apply to these cost pools. I categorize the cost 
’ pools according to the types Mentitied in Table 1 of Dr. Bradley’s testimony (USPS- 
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- 

T-22. page 22). Three questions must be answered in order to categorize a cost 

pod: 

Are the costs In the pool fixed or variable? 

How many products are handled in the cost pool? 

Is the cost pool variability equal to 1. or less than 17 

Express Man inferfacility nm costs are rnsidered _ .  variable costs, in that they do not 

occur et zero volume (see USPS-1-22, page 19). Witness Nelson (Docket R97-1, 

USPS-T-19, page 8) describes Express Mail lnterfecili service: 

'...Such movements typically involve modest piece volumes moving in 
small vehicles on schedules established entirely by Express Mail 
distribution requiremen &...In particular, they are caused by the 
existence of Express Mall service, but do not vary measurably with 
pike volume. * 

This description of Express Mail interfacllity service leads me to the conclusion that 

Express Mail is the only product handled in the cost pool. Thus, incremental cost is 

equal to the total cost In the pool. 

@) Yes. 

(c) Confirmed. 

(d) See the answer to (a) above. 

(e) The Incremental cost for components dependent on the allocations of cost 

segments 6 and 7 is calculated In volume 2 my Workpapers, pages ilA-718 through 

llA-750. The electronic version a n  be found in USPS LR-1-150, folder IC 

ModeVROO-1, file IC Dependent.xls. tabs oflice, Load, Access, and Route. The 

cost segment for each dependent component Is listed. As discussed on pages 8 

and 9 of my testimony. I include only volume-related Incremental cost In the 
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calculation of incremental cost for dependent components. Product specific costs. 

which indude intrinsic costs (costs that vary Wiu, the level of output but do not vary 

at the margin). are not included in the calwlation of incremental costs for 

dependent components. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KAY TO 
INTERROGATORIES OF UNITED PARCEL SERVICE 

UPUUSPST23-7. Refer to page 5, lines 12-15, of witness Plunkett's testimony, 
where he states that 'implementation of the Eagle Network enabled the Postal 
Sewice to provide much more reliable senrtce for Express and Priority Mall 
betwetrn major markets ...: Refer also to the Commission's decision In Docket 
No. R97-1, at volume 1, pages 221-22, where the Commission attributed the 
"fixed" costs of the Eagle network exclushrely to Express Mail based on witness 
Takls' testimony that 'if Express Mall were eliminated, then the Eagle Network 
would be shut down, and Priority and First-Class Mall would be diverted onto 
commercial flights with no degradation of senrice quality.' 

(8) In your calculation of incrementel costs, did you consider witness 
Plunketk's statement that the Eagle network 'enabled the Postal Service to 
provide much more reliable service for Express and Priority Mall between major 
markets7 

(b) Do you agree with this statement by witness Plunkett? 
(c) How did the Eagle network's beneft to Express Mail and Priority 

Mali affect, if at all, your calculation of the network premium? 

RESPONSE 

(a) No. I was Informed that the Eagle network was designed to provide 

dedicated alr transportation for Express Mail so that It could reliably make Its 

service commitment and thus provides overnight operations. Express Mail 

volumes alone rarely fill the planes, and Priority and Fltst-dass are used as filler. 

There are alternatives to the Eagle network for the prompt transportation of two- 

day mdl, like cornmeal air (parUailarly between major markets). No such 

alternatives exlst for Express Mail, and I understand that the network was set up 

to provide this transportation. 

(b) Because Eagle is an ovemlght network, any mall traveling on Eagle 

will gat the benefk of overnight service. However, thb does not mean that 

Priority Mail would not meet its service standards using alternative means, 

especially between major markets. Increased service reliability for Priority Mail 
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might also be due to the use of Eagle planes during daytlme hours (Daynet), 

which was instituted to provide better service to two and three day mall (see 

wltness Pickett, USPS-T-19. page 4). Costs for Daynet do not enter into the 

calculation of Eagle premium costs. 

(c) The Eagle networKs benefit to Priority Mall should not and did not 

enter Into the calculation of the Eagle premlum. The Eagle network exists to 

provide oneday service for Express Mail. This is why the Eagle network 

premium Is asslgned to Express Mail. As stated in the response to part (a), 

Priority Mall Is considered filler on the Eagle network, and could meet Its service 

standards, especially between major markets, using other methods of 

transportation. Witness Taws provided the same reasoning In his testimony 

(Docket R97-1, USPS-T41), which has been accepted and utilized by the 

Commission In their calculation of attributable cost. 
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UPSNSPS-T23-8. Refer t9 pages 13-15 of your testimony, where you discuss 
the results of your incremental costs analysis for Express Mail and Priority Mall. 
Refer also to pages 1-2 of witness Picketts testimony, where he describes the 
calculation pf the network premium for the Eagle network, the Western network, 
and tfie Christmas network. and to page 5, lines 12-15, of witness PlunkeWs 
testimony, where he !slates that 'implementatlon of the Eagle Network ... 
enabled the Postal Selvlee to provide much more reliable service for Express 
and Priority Mail between major ma rkets...: Refer also to the Commission's 
declslon h Docket No. RQ7-1. at volume 1. pages 221- 22, where the 
Commisslon attributed the Y I x M  costs ofthe Eagle network exclusively to 
Express Mail based on witness Takls' testlmony that 'if Express Mail were 
ellminated, then the Eagle Network would be shut down. and Priority and First- 
Class Mail would be diverted onto commercial flights with no degradation of 
service quality." 

In your calculation of incremental costs for Express Mali and 
Priority Mali, did you consider witness Plunkett's statement that the Eagle 
network 'enabled the Postal Service to pmvide much more reliable sewice for 
Express and Priority Mall between major markets? 

(a) 

(b) 

(c) 

Do you agree with this statement by witness Plunkett? 

How did the Eagle network's beneft to Express Man and Priority 
Mail affect, Hat ail, your calculation of incremental costs for these subclasses? 

RESPONSE 

See the response to UPSNSPS-T23-7. 

1 
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CHAIRMAN GLEIMAN: Any other designated written 

cross? If not, that brings us to oral cross examination, 

and as Mr. Koetting had indicated earlier on, no party had 

requested oral cross in advance of today. 

Does any party here today wish to cross examine 

the witness? If not, that brings us to questions from the 

bench. 

Are there any questions from the bench for this 

witness? Commissioner Omas? 

COMMISSIONER OMAS: Yes. MS. Kay, in Library 

Reference 150 you have a spreadsheet and on page 5, entitled 

"Fiscal Year 1998 Costs" in this spreadsheet, which includes 

an errata filed on March the 13th you have a total 

advertising cost for FY '98 at close to $291.3 million. 

Similarly, Witness Meehan included a spreadsheet 

with her testimony entitled, "Development of Costs by 

Segments and Component Base Year, 1998." In that 

spreadsheet there is a figure calculated for advertising of 

$300.8 million. 

Can you reconcile these two figures for us? 

THE WITNESS: I show $300.8 on my page 5 of 

LRI-150. 

I show the same figure.. Perhaps I should look at 

the revised page. 

COMMISSIONER OMAS: Yes. I have page 5 here and 
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it shows $291 and it was revised on 3-13, Have you revised 

it since then? 

THE WITNESS: No, I haven't - -  oh, I see. This 

sheet was given to me by the Marketing Department in 

International. I did not generate these costs. I would 

have to refer to them and find out why there is a 

difference. 

COMMISSIONER OMAS: Could you do that? 

THE WITNESS: Yes, I will. 

COMMISSIONER OMAS: Thank you. Another question, 

if I may, please. 

The spreadsheet you filed as part of Library 

Reference 150 also has categories - -  Special Services, EPS, 

Ad Mail, and C&T - -  across the top column. 

Would you elaborate for us within each of these 

items the rate categories that are included? 

For example, within Ad Mail, in 

NAA/UPS/USPS-T23-5(b) you say the group consists of all mail 

subclasses in Standard A plus in Standard B Bound Printed 

Matter. 

What subclasses are included in the other three 

categories? 

THE WITNESS: Okay. It is my understanding that 

these categories are business groups within the Postal 

Service and the business group for Special Services includes 
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all the Special Services, all those categories. For EPS 

that would be Priority, Express, Zone Rate, and the other 

categories in Standard B except for Bound Printed Matter. 

For Advertising Mail, as you said, that is all of 

Standard A plus Bound Printed Matter, and C&T would be all 

of First Class plus Mailgrams. 

COMMISSIONER OMAS: Thank you. One last question. 

Along the left side of that spreadsheet you have references. 

If I have deciphered the abbreviations correctly, do 

Corporate Brand Sponsors, Industrial Management, Specialty 

Markets, and Retail Channels as well as one I could not 

decipher - -  Corr & Trans - -  among others, would you describe 

for us examples of advertising efforts in each of these 

areas? 

THE WITNESS: Again, as I answered previously, I 

was given this breakdown of costs by the Advertising 

Department and we would have to go back to them to find out 

details on what is included under those categories. 

COMMISSIONER OMAS: If you would do that, I would 

appreciate it. 

THE WITNESS: Do you want all of the categories or 

just particular ones? 

COMMISSIONER OMAS: Those that I stated. 

THE WITNESS: Okay. Could you repeat those, 

please? 
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CHAIRMAN GLEIMAN: I don't think that that will be 

necessary because it will show up in the transcript tomorrow 

morning. 

THE WITNESS: Okay. 

COMMISSIONER OMAS: Thank you very much. 

CHAIRMAN GLEIMAN: Or maybe this evening, 

depending on how good the court reporting service is. 

COMMISSIONER OMAS: Thank you, Ms. Kay - -  

THE WITNESS: You're welcome. 

COMMISSIONER OMAS: - -  and thank you, Mr. 

Chairman. 

CHAIRMAN GLEIMAN: And the seven day rule will 

apply, okay? 

Any other questions from the bench? 

Follow up to questions from the bench? 

Time for redirect? 

MR. KOETTING: No, Mr. Chairman. 

CHAIRMAN GLEIMAN: If there is no redirect, then 

Ms. Kay, that completes your testimony here today. We 

appreciate your appearance, your contributions to the 

record, and we want to thank you. You are excused. 

[Witness excused. 1 

CHAIRMAN GLEIMAN: Mr. Hollies, when you are ready 

to call the next witness. 

MR. HOLLIES: The Postal Service calls its next 
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witness, Jennifer J. Xie, to the stand. 

CHAIRMAN GLEIMAN: MS. Xie, before you settle in, 

if I could get you to raise your right hand. 

Whereupon, 

JENNIFER J. XIE, 

a witness, was called for examination by counsel for the 

United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

CHAIRMAN GLEIMAN: Please be seated. 

Counsel, you can proceed. 

DIRECT EXAMINATION 

BY MR. HOLLIES: 

Q MS. Xie, I have handed to you, two copies of a 

document entitled Testimony of Jennifer J. Xie, on Behalf of 

United States Postal Service. Do you recognize those 

documents? 

A Yes, I do. 

Q I note that they are a l s o  identified as USPS-T-1; 

is that correct? 

A Yes, it is. 

Q Was that document prepared by you or under your 

direction? 

A Yes. 

Q And does it include errata filed earlier this 

week? 

ANN RILEY & ASSOCIATES, LTD. 
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A Yes, it does. 

Q And were you to testify orally today, would your 

testimony be the same? 

A Yes, it would. 

MR. HOLLIES: The Postal Service therefore moves 

the admission of USPS-T-1 into evidence. 

CHAIRMAN GLEIMAN: Is there any objection? 

[No response. I 

CHAIRMAN GLEIMAN: Hearing none, if counsel would 

provide the Reporter with two copies of the corrected direct 

testimony of Witness Xie, I will direct that that testimony 

be received into evidence and not transcribed in the record. 

[Direct Testimony of Jennifer J. 

Xie was received into evidence.] 

CHAIRMAN GLEIMAN: Is the witness sponsoring any 

Category I1 Library References, counsel? 

MR. HOLLIES: Yes. 

BY MR. HOLLIES: 

Q Ms. Xie, did you prepare Library Reference 

USPS-LR-1-54? 

A Yes. 

Q And do you sponsor that as evidence in this case? 

A Yes, I do. 

MR. HOLLIES: The Postal Service therefore moves 

for admission of Library Reference 54. 
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CHAIRMAN GLEIMAN: The Library Reference in 

question will be admitted into evidence, but not transcribed 

into the record. 

[Library Reference LR-1-54 was 

received into evidence.] 

CHAIRMAN GLEIMAN: MS. Xie, have you had an 

opportunity to examine the packet of designated written 

cross examination that was made available to you earlier 

today? 

THE WITNESS: Yes. 

CHAIRMAN GLEIMAN: And if these questions were 

asked of you today, would your answers be the same as those 

you previously provided in writing? 

THE WITNESS: Yes, they would. 

CHAIRMAN GLEIMAN: That being the case, counsel, 

if you would pleas provide two copies of the Designated 

Written Cross Examination of the witness to the Reporter, 

I'll direct that the material be received into evidence and 

transcribed into the record. 

[Designated Written Cross 

Examination of Jennifer J. Xie was 

received into evidence and 

transcribed into the record.] 

ANN RILEY & ASSOCIATES, LTD. 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 2000 Docket No. R2000-1 

DESIGNATION OF WRITEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS JENNIFER XIE 
(USPS-T-1 ) 

Party 
Coalition of Religious Press 
Associations 

lnterroaatories 

FGFSNUSPS-TI-1.24-25 
CRPNUSPS-TI-1-6 

Florida Gift Fruit Shippers Association FGFSNUSPS-TI-18, 8-9, 11-29 

Magazine Publishers of America FGFSNUSPS-TI-I, 9, 17,21-22, 25,28 
MPNUSPS-TI-5-7, 9, 12-14, 16 
MPNUSPS-T18-9 redirected to T I  
UPSIUSPS-T1-65,71 

United Parcel Service FGFSNUSPS-TI-15 
UPSIUSPS-TI-1, 18,20-27, 29-30, 34a-c, 3542, 
43c-d, 47-49, 50a, 64 

Respectfully submitted. 

Margaret P. Crenshaw 
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INTERROGATORY RESPONSES OF 
UNITED STATES POSTAL SERVICE 

WITNESS JENNIFER XIE (T-1) 
DESIGNATED AS WRITFEN CROSS-EXAMINATION 

Interroaatory: 

CRPNUSPS-T1-2 
CRPNUSPS-T1-1 

CRPNUSPS-T1-3 
CRPNUSPS-T1-4 
CRPNUSPS-T1-5 
CRPNUSPS-Tl-6 
FGFSNUSPS-TI -1 
FGFSNUSPS-TI -2 
FGFSNUSPS-TI -3 
FGFSNUSPS-T1-4 
FGFSNUSPS-TI-5 
FGFSNUSPS-T1-6 - 
FGFSNUSPS-TI -a 
FGFSNUSPS-TI -9 
FGFSNUSPS-T1-11 
FGFSNUSPS-TI-12 
FGFSNUSPS-TI -1 3 
FGFSNUSPS-TI-14 
FGFSNUSPS-T1-15 
FGFSNUSPS-TI -1 6 
FGFSNUSPS-TI -1 7 
FGFSNUSPS-T1-18 
FGFSAIUSPS-T1-I 9 
FGFSNUSPS-TI -20 
FGFSNUSPS-T1-21 
FGFSAIUSPS-T1-22 
FGFSNUSPS-TI-23 
FGFSNUSPS-T1-24 
FGFSNUSPS-T1-25 
FGFSNUSPS-TI -26 
FGFSNUSPS-T1-27 
FGFSNUSPS-TI -28 
FGFSNUSPS-T1-29 

Desianatina Parties: 
CRPA 
CRPA 
CRPA 
CRPA 
CRPA 
CRPA 
CRPA. FGFSA, MPA 
FGFSA 
FGFSA 
FGFSA 
FGFSA 
FGFSA 
FGFSA 
FGFSA, MPA 
FGFSA 
FGFSA 
FGFSA 
FGFSA 
FGFSA, UPS 
FGFSA 
FGFSA, MPA 
FGFSA 
FGFSA 
FGFSA 
FGFSA, MPA 
FGFSA, MPA 
FGFSA 
CRPA, FGFSA 
CRPA, FGFSA, MPA 
FGFSA 
FGFSA 
FGFSA. MPA 
FGFSA 
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MPAIUSPS-TI -5 
MPAIUSPS-TI -6 
MPAIUSPS-TI -7 
MPNUSPS-TI-9 
MPAIUSPS-TI-12 
MPAIUSPS-TI-I 3 
MPAIUSPS-TI-14 
MPAIUSPS-T1-16 
MPAIUSPS-T18-9 redirected to T I  
UPSIUSPS-TI-1 
UPSIUSPS-TI-18 
UPSIUSPS-TI-20 
UPSIUSPS-TI -21 
UPSIUSPS-T1-22 
UPSIUSPS-TI -23 
UPSIUSPS-TI -24 
UPSIUSPS-TI -25 
UPSIUSPS-TI -26 
UPSIUSPS-TI -27 
UPSIUSPS-TI -29 
UPSIUSPS-TI -30 
UPSIUSPS-TI-34a 
UPSIUSPS-TI -34b 
UPSIUSPS-TI - 3 4 ~  
UPSIUSPS-TI -35 
UPSIUSPS-TI -36 
UPSIUSPSTI-37 
UPSIUSPS-TI -38 
UPSIUSPS-TI -39 
UPSIUSPS-TI -40 
UPSIUSPS-TI -41 
UPSIUSPS-TI -42 
UPSIUSPS-TI - 4 3 ~  
UPSIUSPS-TI -43d 
UPSIUSPS-T1-47 
UPSIUSPS-TI -48 
UPSIUSPS-TI -49 
UPSIUSPS-TI -50a 
UPSIUSPS-TI -64 

MPA 
MPA 
MPA 
MPA 
MPA 
MPA 
MPA 
MPA 
MPA 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
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UPSIUSPS-T1-65 
UPSIUSPS-TI -71 

MPA 
MPA 
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. . . _  

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

CRPAIUSPS.T-~-~ 
Please refer to Table 3 (page 18) of your testimony. 
Why Is no lower limit provided for the 95 % confidence range for 3C 

Nonprofit ECR? 

RESPONSE. 

The lower limn of the 85% confidence range for 3C Nonproffi ECR is zero. 

EXCEL shows I-' for e zero under the '1000-separator (,)'format. 
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. .  

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

CRPNUSPS-1-14 

Please refer again to Table 3 (page 18) of your testimony. 
a. The total shown for each of the three columns appears to be the arithmetic 
sum of the numbers in the column; please confirm or disconflrm. 
b. If you disconfirm, please I n d i W  how the respective totals were calculated. 

RESPONSE 

a. ’ Confirmed. 

b; NIA. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

CRPANSPS=l-l-3 

Referring yet again to Table 3 (page 18) of your testimony, when a value is 
omitted from one of the columns, a8 is the case for the Lower 95 % C.L. for 3C 
non-profit ECR, does this not dlstort the meanlng of the sum for that column? 

RESPONSE 

There Isn’t any ornltted value in the referred table. See my answer to . 

CRPAIUSPS-T-1-1. 
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.- 

RESPONSE OF UMT€D STAfES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

CRPAIUSPS-TI -4 

Please refer to your responses to CRPANSPS-T-1-1 and CRPAILISPS-t-1-3. 
In's normally distributed variable, such as is assumed when confidence levels 
.are calculated for the data which are presented In your Table 3 (page 18 of your 
testimony), 

(a) is it not the case that the Upper 95 % C.L. and the Lower 95% C.L. are 
equidistant from the mean? 

(b) is it not the case in your Table 3 that statistically. the Lower 95% C.L. for 
3C nonprofit ECR is approximately -$415,000. even though such a number, 
being negative, could not be meaningful as a "cost" to the Postal Service? If not, 
why not7 

RESPONSE. 

(a) Yes. However. in skuations where the lower bound results in a negative cost, 

I have truncated the confidence interval at 0. 

(b) Yes. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

CRPNUSPS-T1-5 

If you confirm T-l4(b), and If the 415 were entered into Table 3 at the point 
above-referenced, then would the aggregate Lower 95% C.L. for BY98 Inter- 
SCF Highway Costs be approximately $323.610.0001 If not, why not? 

RESPONSE 

No. The intervals shown for aggregate costs in my testimony were unintended 

and ate incorrect. TRACS distribution keys were applied to the aggregate cost. 

Hence, relative to TRACS sampling, the aggregate cost Is a constant and is not 

subject to random variation. I intentionally summed costs across subclasses. but 

unintentionally summed over the lower and upper confidence intervals. The 

lower and upper confidence limits for total costs should be deleted from Tables 

1-4 of my testimony. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

CRPNUSPS-T-1-6 

Which Postal Service witnesses used the C.L. ranges from your testimony in 
preparing their testimonies? (Please provide citations.) 

RESPONSE. 

To the best of my knowledge, no Postal Service witness relies on the confidence 
limits in my testlmony. They are provided to satisfy the requirements of Rule 31 
(k) (ii) (a). 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-11-1. Identify all changes which have been made in the statistical 
sampling system for TRACS highway subsystem since the description was 
provided in Docket No. R97-I, and explain the reason for each change. 

RESPONSE. 

Following are the changes between BY96 and BY98: 

1) 

the cost driver and the statistical design. 

2) 

response to MPNUSPS-TI-3. 

3) 

We changed the estimation methodology to make it more consistent with 

We changed sample allocations for Intra-BMC and Intra-SCF. See my 

We changed the sample selection algorithm. See my response to 

UPSIUSPS-T1-61 a). 
4) 

5) 

which impacted programs for sample selection, data editing, expansicn, and 

distribution key calculation 

6) 

correlation among mail categories. 

We modified the production programs to incorporate Y2K changes. 

We automated numerous manual steps in the TRACS production process, 

We revised the variance estimation methodology to properly account for 

R2000-1 
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-- RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSAIUSPS-TI-2. Refer to pages 4 and 5 of T1, and explain what factors are 
applied to the percent of vehicle floor space occupied to establish the cubic feet 
utilized and explain how those factors were developed. 

RESPONSE. 

Please refer to USPS-LR-1-52, sections VI1 (1). (2) and (3) for a precise 

explanation for all the factors used in the process and the exact formulas used in 

the calculation. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSAIUSPS-TIS. Refer to page 5 of TI: (a) Explain haw (sic) the "total 
cubic-foot-miles" used to calculate the distribution keys are developed from the 
test data recorded. (b) Confirm that the "total cubic-foot-miles" is the sum of all 
cubic-foot-miles for all of the mail for which data is recorded. If you do not 
confirm, please explain fully. (c) Explain whether or not, and if so. how, the 
"total cubic-foot-miles" includes the unutilized space in the vehicle. 

RESPONSE. 

(a) 

(b) 

expanded cubic-foot-miles summed across all the mail categories. 

(c) 

explanation and the exact formulas used to calculate the "total cubic-foot-miles". 

See my response to FGFSAIUSPS-TI-2. 

Confirmed with clarification: The "total cubic-foot-miles" is the total 

Please refer to USPS-LR-1-52, sections VI1 (I), (2), and (3) for a precise 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-11-4. Refer to page 5, fn (sic) 8 of Ti :  Explain the "minor 
program error" that was detected for the Inter-BMC cost and the Intra-BMC cost 
in the Cost Segment 146 workpapen and what corrections were applied. 

RESPONSE. 

In the costs included in the Cost Segment 148 Workpapers, a constant value for 

vehicle capacity was inadvertently used instead of the variable value 

representing vehicle capacity. The program error was revised. The program 

was re-run, and the corrected numbers are incorporated in Tables 1-4 of my 

Testimony. The numbers included in the Cost Segment 14B Workpapers are 

also provide3 in Table 10 for reference purposes. For Inter-BMC and Intra-BMC, 

the net effect for parce: post was about $1 1,000 dollars, which is less than one- 

tenth of one percent of the cost. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-5. Confirm that the distribution key for highway transportation 
cost is based on the ratio of cubic-foot-miles for each classlsubclass of mail 
tested in the TRACS program to the total cubic-foot-miles for all mailed so 
tested. If you do not confirm, please fully explain. 

RESPONSE. 

Confirmed with clarification. The distribution keys for highway transportation 

costs are based on the ratio of expanded cubic-foot-miles for each 

class/subclass of mail to the total expanded cubic-foot-miles summed across all 

the classes. 

' 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-T1-6. Confirm that the primary objective of the TRACS Highway 
Subsystem is to develop quarterly distribution keys to distribute the total of the 
volume variable costs of purchased highway contracts to the classes and 
subclasses of mail actually using the transportation service for the quarter. If you 
do not confirm, please fully explain. 

RESPONSE. 

Confirmed. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-Tl-8. Assume that the vehicle has unused capacity of 80% at the 
last stop on the outbound trip, and that on the same trip, there was no unused 
capacity at the first stop. If the TWCS sample is made a t  the last stop, will the 
recorded data reflect the same cubic feet of sampled mail as would be recorded 
if the sample is made at the first stop, and the sampled mail is identical? If not, 
please fully explain. 

RESPONSE. 

The recorded data would reflect different vehicle utilization, but reflect the same 

mail information if the sampled mail is identical. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-9. Assume a round-trip in Intra-BMC covering 150 miles in 
each direction, with only a single stop -the destination of the outbound trip and 
the origin of the inbound trip. At the destination of the outbound trip, the vehicle 
was 10% empty. At the destination of the inbound trip, the vehicle was 80% 
empty. Also, there is a single bed-loaded parcel, having 1 cubic feet, included in 

'the TRACS sample at each destination. (a) Will the recorded cubic-foot-miles for 
each of the two parcels be the same? If not, please explain. (b) Will the cubic- 
foot-mites for each of the two parcels taken into account in the development of 
the distribution keys be the same? If not, please explain. 

RESPONSE. 

(a) TRACS does not record cubic-foot-miles for mail items. It records the 

weight, the mail category, the item type, and the origin facility where the item 

was loaded onto the vehicle. 

(b) The answer may vary, depending on numerous factors. It depends on the 

stratum weight (clearly they are in different strata), what else was unloaded from 

the vehicle, and the way mail was loaded on the vehicle. If we denote 'I' and '0' 

as the fully expanded cubiofoot-miles for the inbound parcel and the outbound 

parcel, respectively, any one of the following three outcomes is possible: (1) 'I' is 

larger than ' 0  (2) 'I' and '0' are equal; and (3) '1 is smaller than '0'. The 

following table illustrates the third scenario: 

R2000-1 
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Stratum Weiahts 

T \ -  9 

Inbound Outbound 

700 1,000 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

~~~ ~ ~ ~~ 
~ 

Truck capacity 

Percent of empty 

Percent of loose item unloaded 

Cubic-feet of loose parcels unloaded 

1,800 1,800 

80% 10% 

5% 5% 

1 1 

Cubic-feet of other loose items unloaded 

Cubic-feet of parcel expanded to unloaded capacity 

Cubic-feet of others exDanded to unloaded capacity 

8 I 

10 45 

80 45 

Cubic-feet of loose item expanded to unloaded 
capacity 

Cubic-feet of parcel expanded to truck capacity 

b a i e l  cubic-feet expanded to the stratum 

90 90 

50 50 

Miles 

Fully expanded parcel cubic-foot-miles for 
distribution key calculation 

3,500 5,000 

R2000-I 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSAIUSPS-TI-11. Confirm that the highway contract accounts for Inter-BMC 
are recorded in account number 53131 and for Intra-BMC in account number 
53127. If you do not confirm, please explain. 

RESPONSE. 

Confirmed. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-t2. In an Inter-BMC trip, assume the vehicle is fully 
bedloaded with parcels and sacks, and that the TRACS sample occurs at the 
destination BMC. How many sacks and parcels will be selected for sampling? 
How is that number determined? 

RESPONSE. 

The data collector will select a total of eight parcels and sacks, unless fewer than 

that are u,nloaded, in which case they will select all sacks and parcels. The 

number for sacks and parcels are selected in proportion to their presence on the 

vehicle. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-13. Proved the definition of "item" and "item type" 

RESPONSE. 

With TRACS terminology, "item" refers to pieces, parcels, bundles, sacks, trays, 

or tubs. Items that are not in wheeled containers or on pallets are called loose 

items. "Item type" is the type of the item. Items are classified by the following 

item type: Express Item, Non-Express Sack or Pouch, Envelop Tray, Half size 

Envelop Tray, Flat Tray or Box, Loose Parcel or Piece (Non-Express), CON- 

CON, bundle, and Other. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSAIUSPS-TI-14. Refer to page 6 of LR-1-52. Explain how the percentage 
of a container occupied by each item type is determined. If the percentage is 
determined by estimation, explain the basis of making the estimate without the 
benefit of ah actual count. 

RESPONS~. 

determines the percentage based on hislher observation of 

space taken by each item type. TRACS data 

such estimates. Since it is the space taken by 

the items, that drives the transportation cost, it 

than to record the pieces. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSANSPS.Tl45. [a) Confirm that, for Intra-BMC contracts, the samples 
allocated to each stratum are: 
Inbound BMC 41% 
Inbound SCF 8% 
inbound Other 2% 
Outbound SCF 41% 
Outbound Other 8% 
(b) Confirm that, for Inter-BMC contracts, the samples allocr 
are: 
BMC 75% 
SCF 23% 
Other 2% 

xi to e ch stratum 

(c) Explain how each percentage was determined. 
(d) Explain the extent to which the total mail volume each direction was taken 
into account in selection of the samples allocated to each stratum. 

RESPONSE. 

(a) Confirmed. 

(b) Confirmed. 

(c) 

Intra-BMC allocation to alleviate a concern expressed In R97-1 about the 

imbalaMa m sample sizes between the inbound and the outbound routes. The 

Inter-BMC allocation is the same as was used in BY96. The allocation of tests 

These percentages are based on historical precedent. We changed the 

between strata only affects the precision (variance or coefklents of variation) of 

the estimates, and does not affect the accuracy (bias) of the estimates. The 

Horvitz -Thompson type of estimator we used properly reflects the selection 

probabilities. and produces unbiased estimates for the cubic-foot-mile numbers 

used in the distribution key calculation. 

R2DOO-1. Revised May 1,2000 
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7-1 - I5 
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 

TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

(d). I am uncertain of the extent to which mail volume moving In each direction 

was taken into account In the original, historical allocations took the amount of 

mail available for sampling Into consideration. See my response to USPNSPS- 

TI-36 (d) for an explanation on the small percent of samples allocated to the 

strata that are composed of non-BMC and non-SCF stops. 

R2000-1, Revised May 1,2000 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-16. (a) Confirm that mail sampled from a wheeled container 
is expanded to the cubic capacity of the container. If you do not confirm, please 
explain. 
(b) Explain why the cubic feet of the actual contents of the container is properly 
expanded to determine the cubic-foot-miles traveled by the sampled mail. 
(c) If the container is partially filled with several mail categories, explain how the 
actual number of mail pieces of each category is determined. 

RESPONSE. 

(a) Confirmed. 

(b) See response to FGFSNUSPS-TI-7 (a). 

(c) TRACS does not count the actual mail pieces by mail category for mail in 

a container, it sub-samples the container instead. If a container is partially filled 

with loose mail pieces (aauming non Express Mail), the data collector will record 

the percent of the container taken up by these mail pieces and sample one mail 

piece from them. The actual number of mail pieces of each mail category is 

neither recorded nor calculated in this case. It’s also possible that the data 

collector actually counts the totai number of the loose mail pieces, in case it is 

easier for hidher to count the number of items than to estimate the percent. 

Again, only one piece will be sampled. See my response to FGFSNUSPS-Tf- 

18 (b) for the expansion algorithm used in that case. 

R2000-1 
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_- RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-17. Refer to LR-1-52, page 3. For Inter-SCF contracts it is 
noted that "these contracts usually do not serve BMCs'. Explain the justification 
for having 5% of the samples for Inter-SCF contracts taken at BMCs. 

RESPONSE. 

Although the Inter-SCF contracts usually do not serve BMCs, they do 

occasionally have BMC stops. We sample them since they are part of the target 

population; failure to sample them would result in biased estimates. The percent 

of sample allocated to this stratum is the same as it was in BY96. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSAIUSPS-T1-18. Refer to LR-I 52, page 6 relating to the third stage 
sample. (a) Explain the criteria by with the data collector decides whether to 
count the number of items in the container or to estimate the percentage of each 
item type. (b) Explain how the cubic feet are ”imputed” from the number of 
items. 
(c) Explain how The item type determines which expansion formula is used.” 
(d) Explain the source, including the date determined, for each density factor 
shown in Table 1 of Appendix 1 1 1  

RESPONSE. 

(a) The preference is for the data collector to record the percentage of 

container taken up by item type. In cases when it is easier for the data collector 

to count the number of items than to estimate the percent, helshe will then 

record the number. 

(b) 

number of the item in the container. other items in the container, and the 

container cubic-feet. The first step is to calculate the cubic-feet for the sampled 

item, based on the recorded mail weight and the density factor. The result is 

then multiplied by the number of items in the container to obtain the unadjusted 

cubic-feet for all the items with the same item type. This, together with the cubic- 

feet for all other item types, is again adjusted to the container cubic-feet. 

(c) 

feet for various item types. 

(d) See response to FGFSNUSPS-TI-10. 

The item cubic feet is imputed based on the mail in the sampled item, the 

See page 20 of USPS-LR-1-52 for formulas used to calculate gross cubic- 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-19. Refer to LR-1-52, page 5, concerning the second stage 
sample. (a) If the TRACS test is made where 10 pallets are unloaded, how 
many pallets are selected? (b) If the TRACS test is made where 10 wheeled 
containers are unloaded, how many containers are selected? (c) If the TRACS 
test is made where 20 loose sacks are unloaded, how many sacks are selected? 
(d) If the TRACS test is made where 20 loose parcels are bedloaded, how many 
parcels are selected? 

RESPONSE. 

(a) Two. 

(b) 

(c) 

any, other non-containerized loose items were unloaded. 

(d) 

any, other loose items were unloaded. 

It could be three or four, depending on the random start. 

It could be any number from one to eight. It depends on how many, if 

It could be any nmber from one to eight. It depends on how many, if 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-20. Refer to LR-1-52 at page 11. In the first paragraph 
reference is made to mail "downloaded" from the vehicle. Confirm that this refers 
to mail "unloaded" from the vehicle. If you do not confirm, please fully explain. 

RESPONSE. 

Confirmed. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-Tl-21. Refer to LR-1-52. Explain the meaning and method of 
determining the numbers shown in the columns headed WT" and TOTWT". 
Are these numbers actual weights from a scale measurement, or computed 
weights? If the latter, explain what weight factor is used to calculate the weight 
for each mailcode. 

RESPONSE. 

The variable T O W  is the gross weight of a mail item (such as a letter tray, a 

flat tub, a sack, a parcel, etc.) and the variable WT" is the net weight of the mail 

in the item for a particular mail category. These are actual weights, typically 

recorded from an electronic scale attached to the data collector's computer. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-22. Confirm that the TRACS data are used to estimate on a 
quarterly basis the percentage of capacity utilized with respect to each of the 
highway accounts. 
(a) Provide the highway utilization factors developed for Account 53127 and 
53131, for each quarter of the year covered by LR-1-52, with separate factors for 
the inbound and outbound movements in account 53127. 
(b) Provide comparable capacity utilization data for each subsequent fiscal year. 

RESPONSE. 

Not confirmed. TRACS data are used to estimate on a quarterly basis 

distribution keys for purchased highway contracts. The data collected from 

TRACS can be used to estimate the requested percentage. 

(a) and (b) 

each quarter in BY98 anG FY99. 

The following table provides the requested utilization factors for 

R2000-1 
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BY98 
INTER-BMC 
INTER-BMC 
INTER-BMC 

. -  

FACCAT PQ 1.98 PO 2.98 PQ 3.98 PQ 4.98 
1 65 62 64 63 
2 74 64 68 60, 
3 66 74 68 53 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

. 

ICONTRACT I VEHICLE UTILIZATION 

FY99 FACCAT PQ 1.99 PQ 2.99 PQ 3,99 PQ 4.99 
I 66 65 61 57 INTER-BMC 

INTER-BMC 
I NTER-BMC 

2 63 62 57 56 
3 45 44 37 63 

TYPE I 
I I I I 

INTRA-BMC 
INTRA-BMC 
I NTRA-BMC 
INTRA-BMC 
INTRA-BMC 

1 36 45 39 37 

3 41 69 36 57 

5 62 50 58 49 

2 49 53 58 48 

4 75 69 70 71 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-11-23. With respect to intra-BMC highway transportation, please 
confirm that, under TRACS, if thecapacity utilization on the initial leg out from 
the BMC is twice the capacity utilization on the return portion of the trip back to 
the BMC, then, in the development of the distribution key, the key for the return 
portion of the trip will be h i c e  the per cubic feet of actual mail as on the initial leg 
outbound from the BMC. If you do not confirm, please fully explain. 

RESPONSE. 

Not confirmed. Since these two legs belong to different strata, this will be true 

only if both strata have the same sampling weights. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-11-24.  Identify where in the TRACS data, as in LR-1-52 (a) the 
actual cubic feet of the mail in each TWCS sample, before there is any 
expansion. are recorded or computed, and the cubic foot miles for each sample. 
If this cannot be determined from the Library Reference, please provide this data 
for each quarter, by transportation mode, accounts 53127 and 53131. for each 
Testid. 

RESPONSE. 

TRACS does not record the actual cubic feet of mail for the sample. It records 

the weight, the mail category, the item type, and the origin facility the item was 

loaded onto the vehicle. Those data are then used to estimate cubic feet and 

cubit-foot-miles for each sample. All recorded data that are used in the 

expansion process, before any expansion, are contained in the ZFILE. See 

USPS-LR-1-52, Table 8 for variables on each of the data sets in the ZFILE. All 

the calculations and expansions are performed in the program ‘ZEXP. The 

program and the SAS logs generated from executing the program for all quarters 

are provided in the same library reference. 

. .. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-25. Confirm that TRACS computes the square feet of space 
occupied by palletized mail. If you do  not confirm, please explain. Is there a 
difference if the pallets a re  only one  high or if the pallets are  stacked two high? 

RESPONSE. 

Confirmed. There is no difference if the pallets are only one  high or if the  pallets 

are stacked two high in that computation. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSNUSPS-TI-26. Refer to LR-1-52. The mail sampled is expanded up to 
the container level. Explain the rationale and justification for this expansion 
where the volume of mail at the time of the sample is insufficient to fill the 
container. 

RESPONSE. 

See the response to FGFSNUSPS-Tl-7 (a). 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSAIUSPS-TI-27. Explain the term "loose item" as used in TRACS. 
(a) Are bedloaded parcels considered to be loose items? 
(b)Are bedloaded sacks of mail considered to be loose items? 

RESPONSE. 

Loose items are non-containerized items. See my response to FGFSNUSPS- 

T1-13 for the definition for 'item'. 

(a) Yes. 

(b) Yes. 

R2000-1 
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Stratum Weights 

Truck capacity 

Percent of empty 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

1,000 1,000 

1,800 1,800 

0% 50% 

FGFSNUSPS-TI-28. Assume that there are two identical parcels, with the 
same weight, dimensions, cube, origin and destination, and that these two 
parcels are transported in Intra-BMC transportation in the same vehicle on the 
same route, but on different days, and that both parcels are sampled under 
TRACS at the same destination. The TRACS data reflects that, for the day one 
trip, the vehicle was 0% empty and for the day two trip, the vehicle was 50% 
empty. Confirm that: 
(a) The measured or computed cubic feet for each of the two parcels will be the 
same. 
(b) In the expansion process, different facts will be taken into account for each 
parcel to reflect the different "empty" percentages. 
(c) The expanded cubic feet of the two parcels will be different. 
(d) The computed cubic foot miles of the two parcels will be different. If you do 
not fully confirm any of the above, please fully explain. 

Cubic-feet of other loose items unloaded 

RESPONSE. 

I 3 

(a) Confirmed. 

(b) Confirmed. 

(c) and (d) Not confirmed. There could be a case when the expanded cubic 
feet and cubic foot miles of the two parcels are the same. It depends on what 
else was unloaded from the vehicle and the way mail was loaded on the vehicle. 
The following table illustrates a scenario where the expanded cubic feet of the 
two parcels are the same, and it is also true for the computed cubic foot miles: 

1 -  I DayOneI DayTwoI 

I Percent of loose item unloaded I 5% I 5% I 
I Cubic-feet of loose parcels unloaded I I I  I I  

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSAIUSPS-TI-29. Do you agree that a reasonable distribution key would 
reflect actual utilization of the Intra-BMC capacity over the entire route? Please 
fully explain any negative response. 

RESPONSE. 

I do not agree. I believe that a reasonable distribution key should reflect the 

utilization of cubic-foot-miles of vehicle capacity on the Intra-BMC network by the 

various classes and subclasses of mail. 

R2000-1 



6768 

Contract type 

Zero volume 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICA, INC 

Inter-BMC Inter-SCF Intra-BMC Intra-SCF 

13% 19% 24% 27% 

MPNUSPS-TI-5. For BY98, please provide the proportion of 'zero-volume 
tests" by highway contract type found during the TRACS sampling process. Of 
these, please indicate the proportion that occur at the same point as the trip 
origin (i.e., empty returns). 

RESPONSE 

Five of the 1,424 zero-volume tests occurred at the origin. Most highway trips, 

as defined by its route-trip number, do not return to the origin. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICA. INC 

MPNUSPS-Tl-6. Please confirm that TRACS does not sample movements 
made using ‘Roadrailers” on Amtrak. If you do not confirm, please provide 
documentation of the sampling process, including sample selection, field data 
collection and the identification of FY98 TRACS records for Amtrak Roadrailer 
movements. 

RESPONSE 

Confirmed. 

:4 
i 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICA, INC 

MPNUSPS-TI-7. Please provide documentation of the instructions provided to 
field data technicians in sampling mail moving in 3910A Amtrak containers. 

RESPONSE 

By '391OA Amtrak containers', I assume you are referring to the containers that 

TRACS refers to as OTRs and BMCs. The documentation of the instructions 

provided to field data collectors in sampling mail moving in that type of container 

can be found in LR-1-18. Chapter 5, Sections 8 and 10. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICA, INC 

MPNUSPS-TI-9. Please provide the best available estimate of the frequency 
with which 'set-aside" items (other than pallets) selected in TRACS Amtrak tests 
and labeled with green tags are not sampled at the "downstream" postal facility. 
In machine-readable form, please identify Amtrak tests for which set-aside items 
(other than pallets) were not sampled. 

RESPONS,E 

No data are available on the frequency with which set-aside items are selected in 

Amtrak tests and not sampled at the downstream postal facility. Data collectors 

are instructed to tag all set-aside mail and sample it when it arrives at the 

downstream postal facility. - 

j 



6 7 7 2  

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICA, INC 

MPNUSPS-TI-12. Please state why TRACS samples only freight rail 
movements that originate at BMC's. Please state what fraction of freight rail 
movements in BY98 originated at points other than BMC's. 

RESPONSE 

My understanding is that the overwhelming majority of rail movements originate 

at BMC's. In BY98, data needed to calculate the requested fraction were not 

captured. More recent data, for March 2000, indicate that 34 percent of freight 

rail movements do not originate at BMC's, but 78 percent of these movements 

are for empty equipment. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICA, INC 

MPNUSPS-Tl-13. Please state whether the current TRACS Instruction Manual 
differs from the document supplied as USPS LR-G-112 in Docket No. R94-1. If 
so, please provide a copy of the current version. 

RESPONSE 

The current TRACS data collection handbook is different from the document 

provided as LR-G-112. See USPS-LR-1-18 for the current version of the 

Handbook F-65. TRACS data collection instructions are contained in Chapters 2 

and 5. 

700-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICA, INC 

MPANSPS-11-14. Please confirm that TRACS does not sample exceptional, 
emergency or Christmas accounts in purchased highway transportation. If 
confirmed, please indicate why such accounts are not sampled. If not confirmed, 
please explain. 

RESPONSE 

Confirmed. Although I am uncertain why emergency and Christmas accounts 

are not sampled in the TRACS Highway Subsystem, it is my understanding that 

this has consistently been the practice since TRACS was first implemented. My 

understanding is that exceptional service trips are not included in the NASS 

database, and are not scheduled sufficiently in advance to allow for their 

inclusion in the TRACS sample. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICA, INC 

MPNUSPS-TI-16. Please provide the addresses of the facilities referred to in 
the Amtrak sampling frame as 'DVD Facility" and 'Phil-AMC". 

RESPONSE 

The DVD facility is the Dominick V. Daniels facility in Keamy. NJ. The Phil-AMC 

is the Philadelphia Air Mail Center. 

R2000-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICAJNC 

(REDIRCTED FROM WITNESS BRADLEY) 

MPAIUSPS-T18-9 

Please refer to your Testimony at page 56. Please provide complete 
documentation showing the derivation of the figure 11.2 that appears on 
line 4. Please provide separate estimates for each highway contract type. 

RESPONSE 

See attached spreadsheet. 

, R2000-1 
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Attachment lo MPNUSPS-T18-9 

TRACS Highway Route-Trip-Stops 

FRAME BATA 
Number Of Number Of 

Account Router Number Of Trlpa Stops Stop Days Stops per Day 

176 1.158 2,244 721.778 11.27 
Intra-BMC 351 4.379 7.205 2.1 17,976 16.58 
Inter-SCF 1.288 8.143 14,797 4.204.537 8.97 
Intra.SCF 7.026 52,060 127.217 32,701,242 11.33 

All Modes 9.741 65.740 151.463 39,745,533 11.21 

? m Inter-BMC 

Q 
U 
U 
U 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

UPSNSPS-Tl-18. The TRACS Commercial Air Subsystem (USPS-LR-l49) and 
the TRACS Network Air Subsystem (USPS-LR-1-51) computer pro~rams make 
use of a number of computer data files from the Air Contract Support System 
(ACSS). In the doarmentation ofthe Subsystem, these tiles are named 
IAUSTN~.PS~~~TCR.FYWKQ~W, where w represents two dlgb that indicate 
the weekwrthln the year. USPS-LR-I49 and C51, at 15. Provide a llst of all of the 
variables contalned in the entire set of files, beyond those listed in Appendix I of 
USPS-LR-149, and a descriptkm of each, for 1998 and any other tlme perlode 
currently available. 

RESPONSE. 

I have not looked Into other variables contalned in these files, beyond 

those listed in Appendix of USPS-LR-1-49. These are the only variables used In 

1998 and previous years. They are exactly the same ones we provided in the 

last rate case (R97-1). 

R2000-1 
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REWONSE OF,UNED STATES POSTAL SERVICE WITNESS XIE . TO INTERROGATORIES OF UNmp PARCEL SERVICE 

UPSNSPS-11-20. Provide the following infomatlon for the TRACS Commercial 
Air Subsystem (USPS-LR-I-49): 

(a) Llst the reasons why a trip inspection would not take place, or a 
scheduled lnf&ctkm would be changed to another trip. 
@) for each reason, list the number of trips affected, by quarter 

RESPONSE. 

(a) 

trip Inspection may be canceled if keWst f a & i  is dosed at the time ofthe 

scheduled trip. On rare occasions. field staff are unable to perform the trip 

inspection within the quarter. There are two possible scenarios under which a 

trip inspection might be changed to another trip. If there is no mail for the 

scheduled flight, the scheduled trip may be replaced by the next flight on the 

same day, with preference given to the same airline and same first-leg 

destination. If a data collector is unable to recotd the mail before the flight is 

dispatched, the trip Inspection may be rescheduled to the same flight in the 

followhg week(s). 

There are two possible reasons a trip inspection may not take place. A 
. .. . 

(b) 

derived using files contained In USPS-LR-1-214. The number of inspedions 

canceled in quarter ‘q’ is the difference be-n the number of commercial air 

tests in the sample master tUe ‘CommAir(LR214)\8Y98WRBYq98\ACODE.kY 

and the number of commercial air tests In the test master file 

‘CommAir(LR214)\ev98WRBYq98WURl .kY. For commercial air tests, the 

first non-numerical character in the TESTID is ‘A’, or ‘B, or ‘C. 

I have not compiled the requested numbers. However. they can be 

R2000-1 
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RESPONSE OF UNJED STATES POSTAL SERVICE WITNESS XIE 
. TO INTERROGATORIES OF UNITED PARCEL SERVICE 

:.I - 
To determine the number of replacement trips sampled, count the number of 

commercfal alr sample records with REPLACE=T. To determine the number of 

rescheduled sample trips, count the records with RESCHED- In the test 

master file. The input file layout for the TEST Header file, on page 22 of USPS 

LR-149, Indicates the locations of the variables TESTID. REPLACE and 

RESCHED. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
. TO ImRROGATORIES OF UNmD PARCEL SERVICE 

UPSNSPS-TI-21. Provide the following information for the TRACS Commercial 
Air Subsystem (USPS-LR-149): 

(a) List reasons why a trip, or record within a trip, would be dropped from 
the sample during the Edit process. 
@) For each reason, list the number oftrips, and records withln trips, 
dropped from the sample, by quarter. 

_ .  

RESPONSE, 

(a) 

the edit process for either of the following.reasons: (1) there is no matching 

record in the administrative file (the ACSS file) for the test flight; or (2) there is no 

matching record in the ACSS file for the particular ACT Tag group recorded for 

the sampled item on the test flight. 

A Commercial Air test record(s) may be dropped from the sample during 

@) I have not compiled the requested numbers. However, they can be 

derived using files contained in USPS-LR-149, USPS-LR-1-208. and USPS-LR-I- 

214. To determine the number of trips affected, compare the original commercial 

air sample records and the final records in the 2-File, by running the edit 

programs in USPS-LR-149 and USPS-LR-I-208, following the order d e s c r i i  in 

the Commercial Air Edit Flowchart found on page 27 of USPS-LR-1-49. The 

input files can be found in USPS-LR-I-214. 
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RESPONSE OF UNLTEP STATES POSTAL SERVICE WFMESS XIE 

Tb 1NTERROOP;TORIES OF UNITED PARCEL SERVICE 
* _ .  

UPSIUSPS-Ti-22. The TRACS Network Air Sub;ystem (USPS-LR-1-51) 
computer programs mke yse of a computer data file from the National Air and 
Surface System (NASS). In the doarqntation of the Subsystem, this file is 
named IAXSTN,PS2?2Dl4(0). USPS-LR-MI, at 14. Provide a IM of all ofthe 
variables contained in the entire He. beyond those listed in Appendk I of USPS 
LR-ISl , and a description of each, for 1998 and any other time perlcds currently 
available. T - -. 

RESPONSE. . . .  

.~ 

I have not looked into other variables contained in this file, beyond those 

listed in Appendix of USPSLR-I-51. These am the only variables used in 1998 

and previous years. They are exactly the same ones we provided in the last rate 

case (R97-1). 

R2OOO-1 



6783 

.- 
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 

TO INTERROGATORIES OF UNITED PARCEL SERVICE 

UPSNSPS-Tl23. Provide the following lnfo&n for the TRACS Network Air 
Subsystem (USPS-LR-MI): 

(a) List the reasons why a trip Inspection would not take place, or a 
scheduled lnspedlon would be changed to another trip. 
(b) For each reason, list the number of trips affected, by quarter. 

RESPONSE. 

(a) 

inspection might be canceled if the network flight is not operating on the 

There are two reasons a trip Inspection might not take place. A trip 

scheduled day. On rare occasions, field staff are unable to perfom the trip 

inspection within the quarter. A scheduled inspection might be rescheduled to 

the same flight in the following week(s) if a data collector is unable to record the 

appropriate mail on the scheduled day. . 

(b) 

obtained by using files contained In USPS-LR-1-211 and USPS-LR-1-214. The 

number of inspections canceled in quarter 'q' is the difference between the 

number of nefwodc air tests in the sample master file 

' c O m m l u ~ L ~ l 4 ) ~ Y 9 S w R B Y q 9 ~ ~ ~ ~  and the number of ne- air 

tests in the test master file NetAir(LR21 l)BY98iEAGBYq98EiAiRl .txt'. For 

network air tests, the first non-numerical character in the TESTID is 'F. To 

determine the number oftrips rescheduled. cwnt the number of network air 

I have not compiled the requested numbers. However, they can be 

sample records with RESCHED=T in the test master file. The input file layout 

for the TEST Header file can be found on page 21 of USPS-LR-1-51. 

, . : 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
70 INTERROGATORIES OF UNITED PARCEL SERVICE 

UPSNSPS-11-24. Provide the following Information for the TRAM Network Atr 

Subsystem (USPS-LR-1-51): 

(a) List reasons why a trip. or record within a Mp, would be dropped from 
,the sample durlng the Edit process. 
@) For each reason, llst the number oftrips, and records wfthln trips, 
dropped from the sample, by quarter. 

RESPONSE. 

(a) 

edit process for either of the following reasons: (1) there Is no matching record in 

the ACSS file for the test flight; or (2) there Is no matchlng record in the ACSS 

file for the padcular ACT Tag group recorded for the sampled item on the test 

fllght. 

A Network Air test record(s) may be dropped from the sample during the 

(b) I have not compiled the requested numbers. However. they can be 

derived uslng files contained in USPS-LR-1-51, USPS-LR-1-208 and USPS-LR-I- 

21 1. To determine the number of trips affected, compare the orlglnal Nelwwk 

Air sample records and the flnal records in the 2-File, by running the edit 

programs In USPS-LR-1-51 and USPS-LR-1-208. following the order described in 

the Network Air Edit Rowchart found on page 26 of USPS-LR-1-51. The input 

files can be found In USPSLR-1-211. 
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UPSNSPS-T1-25. The TRACS Highway Subsystem (USPS-LR-I-52) mpu te r  
programs make use of a computer data file from the National Air and Surface 
System (NASS). In the docamenlaton of the Subsystem, this Rle Is named 
LAXSTN.PS272Dl3(0). USPSLR-1-52, at 26. Provlde a list of all of the variables 
contelned In the entire file, beyond those lbted In Appendix I of USPS-LR-1-52, 
end a desuiptlon of each. for lQ98 and any other time periods currently 
available. 

RESPONSE. 

There are two additional variables In thls file that I subsequently used to 

provide auxiliary Information In the data editing process, beyond those listed In 

Appendix of USPS-LR-1-52. The first one is a route Indicator located at position 

78. A value 'E Indicates an operating route (effective route) and a 'D Indicates a 

discontinued mute. The second variable Is a 10 dlgit date vattable, from posiuon 

80 to 89.. It provides the date when the mute became effective of discontinued. 

I have not looked into other variables. beyond the two described above and 

those listed In Appendix of USPS-LR-1-52. These are the only variables used In 

1098. The variables listed In Appendix of USPS-LR-1-52 are the exactly same 

ones wsprovlded In the last rate case (R97-1). 
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. UPSNSPS-Tl-26. The TRACS Highway Subsystem (USPS-LR-1-52) computer 
programs make use of computer data files from the Highway Payment Master 
File. In the documentation ofthe Subsystem, this file k named ACR.ST00BTll. 
USPS-LR-1-52, at 26. Pmvtde e list of ell ofthe variables contained in the entire 
tile, beyond those listed In Appendix I of USPS-LR-I-52, and a description of 
each, for l M 8  end any other time periods currently available. 

RESPONSE. 

I have not looked Into other variables contained in this file. beyond those 

listed in Appendix of USPS-LR-1-52, These are the only variables used In lQ08 

end previous years. They are exactly the same ones we provided In the last rate 

case (R97-1). 

R2000-1 
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UPSNSPS-Tl-27. The TRACS Highway Subsystem (USPS-LR-1-52) computer 
programs make use of two computer data files from the Highway Contract 
Support System (HCSS). In the doarmentation of the Subsy8tem, these tiles are 
named userld~CR95.COSTCFM.FLAT.~ and 

ell of the varIaMes contained In the entire set of nm, beyond those IiiW in 
Appendix I of USPS-LR-1-52, and a descrlptlon of each, for lQ98 and any other 
time periods currently available. 

u~~~~~.ACR.INTR~SCF.BOXDEL.TEXT, USPS-LR-1-52, at 27. Provide a list Of 

RESPONSE. . .. 
I have not looked into other variables contained in this file, beyond those 

listed in Appendix of USPS-LR-1-52. These are the only variables used in 1998 

and previous yean. They are exactly the same ones we provided In the last rate 

case (R97-1). 
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i . 
~ 

UPSNSPS-TI-29. Provide the following Information for the TRACS Highway 
Subsystem (USPSLR-1-52); 

(a) List the reasons why a trip Inspection would not take place. or a 
scheduled Inspection would be changed to another trip. 
@) For each mason, list the number of trips affected, by quarter. 

RESPONSE. 

(a) There are two reasons a trip Inspection mlght not take place. A irlp 

inspection might be canceled if the test facility is dosed. On rare occasions, field 

staff are unable to perform the trip inspedion within the quarter. There are two 

possible scenarios under which a trip inspection might be changed to another 

trip. A scheduled inspection might be changed to (replaced by) another trip that 

has the same contract type on the same day if the scheduled trip no longer 

exists; or it might be rescheduled to the same trip in the following week@) i f  a 

data collector is unable to record the appropriate data. 

(b) I have not compiled the requested numbers. However, they can be 

derived using files contained in USPS-LR-1-212. The number of inspections not 

conducted during quarter '9' Is the difference between the number of records in 

the sample master ~e*ALB.HQ2lOWl.FYQ8.PQq' and the number of records in 

the test master file 7RACSSMN.HWYI.CODES.Wq98.TEXT. To determine 

the number of replacement trips sampled, count the records with REPIACE=T 

in the iest master me. To determine the number of rescheduled trips sampled, 

cwnt the records with RESCHED=T in the sam file. 
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_ .  
UPSNSPS-TWO. Provide the fdlowing information for the TRACS Highway 
Subsystem (USPS-LR-1-52): 

(a) List reasons why a trip, or record within a trip. would be dropped from 
the sample during the Edit process 
(b) For each reason, list the number of trips, and records within trips, 
dropped from the sample, by quarter. 

RESPONSE. 

(a). 

(1) if there Is no truck utnization data and no mail piece data for the entire test; 

or, (2) the record contains inconsistent data. 

A trip, or record within a trip could be dropped for two reasons as follows: 

(b) I have not compiled the requested numbers. However, they can be 

derived using the data editing program 'FORMS provided in USPS-LR-1-208 and 

USPS-LR-1-52. The input files required to execute the program are contained in 

USPS-LR-1-212. Data sets 'ADDUTIL4' and 'DELETES' in 'FORMS' contain the 

records deleted due to the first and second reason, respectively. 
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UPSIUSPS-11-34. For the TRACS Highway Subsystem (USPS-LR-1-52) explain 
the following details of the data collection process: 
(a) How does the process ensure that expedited mail is retained for sampling? 
(b) Do containers contain markings, labels, or other indications indicating 
whether they contain expedited or non-expedited mail? 
(c) Given that a TRACS test can take considerable time, what steps are taken to 
avoid delaying the movement of time critical products? 
(d) Have any audits been conducted to determine whether mail movement is 
evading the TRACS inspection procedure? If so, provide copies of the 
management reports describing the outcome of such audits. 

RESPONSE. 

I assume that "expedited mail' in this question refers to Express Mail. 

a) Data collecton are instructed to sample all the non-containerized Express 

Mail items. For Express Mail items in sampled containen, only one Express 

Mail item will be sampled. 

b) It is my understanding that many containers with Express Mail items in them 

are labeled to indicate that they contain time critical products. Furthermore, the 

Express Mail sacks inside the container are typically easy to identify. 

c) It is also my understanding that data collectors work with operation's 

personnel to prioritize the sampling and recording of mail to alleviate delays of 

time critical products. 

d) Redirected to the Postal Service. 
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UPSIUSPS-1145. The following questions relate to the TRACS Highway 
Subsystem, library reference USPS-LR-1-52. 
(a) If mail Is destined for co-located facilities, is it delivered to one dock location, 
or does each facility receive its mail at a separate dock? 
(b) In cases where mail is delivered to separate docks at co-located facilities, 
does the TRACS sample selection process differentiate between the facilities, 
and does the inspection schedule indicate the dock where the inspection is to 
take place? 
(c) In cases where mail is delivered to separate docks at co-located facilities and 
the TRACS data collection schedule does not indicate the dock at which mail is 
to be inspected, is mail inspected at a randomly chosen dock? If not, what 
determines which dock will be sampled? 
(d) In cases where mail Is delivered to separate docks at co-located facilities, 
what information Is recorded about the trip segment that corresponds to the 
movement between docks? What mileage is recorded as the distance? 
(e) In cases where mail is delivered to one dock for -located facilities, does 
the TRACS sample selection process differentiate between the facilities? 
(f) In cases where mail is delivered to one dock for co-located facilities, is all the 
unloaded mail treated as one set by the TRACS data collector, or is the mail 
considered separately according to which co-located facility is the destination? 
(9) What fraction of facilities are co-located, by facility type? 

RESPONSE. 

(a) It depends on the circumstances. My understanding is that, for co-located 

facilities in which both are served by highway contract routes (separate 

farjilify codes). each facility receives its mail at its own docks on separate 

platforms. For co-located faciliiies in which only one faciliity is served by 

highway contract routes, mail will be delivered to the dock of that facility. 

For co-located facilities, both of which are served by hlghway contract 

routes, the TRACS sample selection indicates the facility at which the 

vehicle is scheduled to arrive. The inspection schedule does not indicate 

the specific dock at which the vehicle will be unloaded - it specifies the 

facility. The data collector is instmcted to consult with the dock 

(b) 

R2000-1 - 



6792 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS XIE 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

supervisor, transportation analyst, dock expediter or vehicle control officer 

to determine the actual dock number at which the vehicle will arrive. 

Mail is not sampled at a randomly chosen dock. It is sampled at one of 

the docks of the facility at which it arrives. The data collector consults 

with the dock supervisor, transportation analyst, dock expediter or vehicle 

control officer to determine the actual dock number. 

TRACS data collectors do not record mileage. It is my understanding that 

vehicles typically deliver mail to only one of the facilities on a trip. 

However, if mail is scheduled to be delivered to both facilities on one trip, 

this would be reflected on the trip schedule as two different stops at two 

different facilities, and the mail sampled would only include that unloaded 

at the sampled facility. Mileage is computed from the facility at which mail 

was loaded onto the vehicle to the facility at which the mail was unloaded 

from the vehicle. Hypothetically, if facilities A and B are co-located. and 

mail is loaded onto the vehicle at facility A and unloaded at facility B. the 

mileage calculated for that mail would be zero. though the possibility of 

this hypothetical situation seems remote. 

It is my understanding that if mail for co-located facilities is delivered to 

only one dock, then only one of these facilities is senred by highway 

contract routes, and that is the one that will be included in the TRACS 

sample selection process. 

All the unloaded mail is treated as one set by the TRACS data collector. 

R2000-1 
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(9) Based on extensive queries with operations personnel and field data 

collection staff, the best Indication I have is that 3.4% of plants, BMCs, 

HASPS and lSCs are co-located. 

R2000-1 
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UPSIUSPS-Tl-36. The following questions relate to the sample design process 
for the TRACS Highway Subsystem (USPS-LR-1-52). 
(a) For the first quarter of FYI 998. and for the processing done at lines 423-485 
of the program Hwy3, confirm separately the following (in each case, if you do 
not confirm, explain why): 
(i) For the Intra-SCF data where FACCAT=2.8 observations were selected. 
(ii) For the Intra-SCF data where FACCAT.2. the universe from which 
observations could be drawn consisted of 119,560 observations. so the 
percentage of the universe selected was 0.0067%. 
(iii) For the Intra-SCF data where FACCAT=5,40 observations were selected. 
(iv) For the Intra-SCF data where FACCAT=5. the universe from which 
observations could be drawn consisted of 127.163 observations. so the 
percentage of the universe selected was 0.031 5%. 
(v) For the Intra-SCF data overall, 404 observations were selected. 
(vi) For the Intra-SCF data overall, the universe from which observations could 
bedrawn consisted of 569,156 observations. so the percentage of the universe 
selected was 0.0710%. 
(vii) The sampling rate for the Intra-SCF data where FACCAT=2 is less than 
1llOth of the sampling rate for the Intra-SCF data as a whole, and the sampling 
rate for the Intra-SCF data where FACCAT=5 is less than 1/2 the rate for the 
Intra-SCF data as a whole. 
(b) Explain why the relative proportions of the sampling rates in (a) (i) through 
(vii) are appropriate for proper sampling. 
(c) For the second quarter of FY1998. for the processing done at lines 424486 
of the program Hwy3. confirm separately the following (in each case. if you do 
not confirm, explain why): 
(i) For the Intra-SCF data where FACCAT=2,8 observations were selected. 
(ii) For the Intra-SCF data where FACCAT=2. the universe from which 
observations could be drawn consisted of 114,364 observations. so the 
percentage of the universe selected was 0 0070%. 
(iii) For the IntraSCF data where FACCAT=5.40 observations were selected. 
(iv) For the Intra-SCF data where FACCAT=5. the universe from which 
observations cwld be drawn consisted of 119.445 observations, so the percent 
of the univene selected was 0.0335%. 
(v) For the IntraSCF data overall, 404 observations were selected. 
(vi) For the Intra-SCF data overall, the universe from which obselvations could 
be drawn consisted of 541,571 observations, so the percentage of the universe 
selected was 0.0746%. 
(vii) The sampling rate for the Intra-SCF data where FACCAT=2 is less than 
1110th of the sampling rate for the Intra-SCF data as a whole, and the sampling 
rate for the IntraSCF data where FACCAT=5 is less than 112 the rate for the 
Intra-SCF data as a whole. 
(d) Explain why the relative proportions of the sampling rates in (c)(i) through 
(vii) are appropriate for proper sampling. 
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(e) Provide (i) the sampling rates by stratum for the third and fourth quarters of 
FY1998 and (ii) the source of this information. 

RESPONSE. 

a) Confirmed for subparts (i), (ii). (iii). (iv). (v). (vi), and (vii). 

b) The sampling rates are the same as were used in BY96. Different sample 

allocations can affect the precision or coefficients of variation (CV) of the 

estimates. This is referred to as the efficiency of the allocation. The most 

efficient allocation has the lowest CV for a fixed cost. However, other factors 

may also be taken into consideration in determining an appropriate sample 

allocation, including the availability of data collection resources. I have not 

evaluated the efficiency of these sampling rates. However, one factor that was 

taken into consideration in the allocation IS the amount of mail available for 

sampling when a test is scheduled. The amount of mail unloaded varies 

substantially from facility to facility depending on the type of facility. On a typical 

IntrsSCF route, elther inbound or outbound. much more mail is unloaded at the 

BMC or the SCF than at other facilities on the route. It is not rare that a truck 

only stops at the facility to pick up mail and sends it to the destination BMC or 

SCF. Consequently, chances for getting a zero volume test at these facilities are 

much greater than those at the destination BMC or SCF. The stratum that 

consists of these facilities is considered an expensive stratum for TRACS 

sampling, in the sense that the cost per useable test in that stratum can be five 

to ten times higher than that in other strata. Fewer tests are allocated for 

Inbound Other (FACCATr2) and Outbound Other pm (FACCAT=S) for this 

R2000-1 
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reason. What we need to keep in mind, though, is that the allocation of tests 

between strata only affects the precision (variance or coefficients of variation) of 

the estimates, and does not affect the accuracy (bias) of the estimates. Our 

expansion process reflects the varying selection probabilities between strata by 

using the reciprocal of the sampling rates as the expansion factor. The estimator 

used, as documented in USPS-LR-1-52, section 7. is a typical Horvitz -Thompson 

type of estimator. It produces unbiased estimates for the cubic-foot-mile 

numbers used in the distribution key calculation. 

c) Confirmed for parts (i), (ii). (iii). (iv). (v). (vi). and (vii). 

d) See response to part (b) above. 

e) The requested sampling rates are shown in the following table. These 

sampling rates are developed based on the samples selected and the weekly 

frame units in program HWY2. Both numbers are contained in LR-1-207. PQ3 

numbers can be found on page 01 11, volume 5. LR-1-207. PQ4 numbers can be 

fount! on page 2448. volume 7 of the same library r e f e m .  

Sampling fraction PQ3 PQ4 

Inbound BMC or SCF 0.1700% 0.2233% 

Inbound Other 0.0234% 0.0316% 

Outbound BMC or SCF 2.1169% ' 2.6847% 

Outbound Other am 0.0547% 0.0710% 

Outbound Other pm 0.0325% 0.0434% 

R2000-1 
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Total Intra-SCF 0.0716% 0.0949% 
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UPSlUSPS-Tl-37. The following questions relate to the TRACS Highway 
Subsystem (USPS-LR-1-52), Table 2 on page 8 of library reference USPS-LR-I- 
52 shows that, of the Intra-SCF portion of the sample, 40% is to represent 
Inbound-BMC or SCF movements. and 7% is to represent Inbound-Other 
movements. 
(a) Confirm that the above interpretation of Table 2 is correct. If not confirmed. 
explain. 
(b) Confirm that, for the first quarter of FY1998. lines 142-153 of the program 
Hwy3 cause the program to select a sample of Intra-SCF movements of which 
45% represents Inbound-BMC or SCF movements, and 2% of the sample is to 
represent Inbound-Other movements. If not confirmed, explain and provide the 
correct information. 
(c) Explain why the proportion of the first quarter FY1998 sample representing 
each of those two strata does not match the proportion described by the written 
documentation. 
(d) Confirm that, for the second quarter of FY1998. lines 143-154 of the program 
Hwy3 cause the program to select a sample of Intra-SCF movements of which 
45% represents Inbound-BMC or SCF movements, and 2% of the sample is to 
represent Inbound-Other movements. If not confirmed. explain and provide the 
correct information. 
(e) Explain why the proportion of the second quarter FY1998 sample 
representing each of those two strata does not match the proportion described 
by the written documentation. 
(9 Confirm that, for the third and fourth quarters of 1998. the sampled 
proportions match those described in Table 2 of library reference USPSIR-1-52. 
If not confirmed. explain. 
(9) If (b), (d), and (9 are confirmed, explain why the proportions sampled vary 
between the first two quarters and the last two quarters ofthe sampled year. 
(h) If any of (b), (d), or (9 are not confirmed: 
(i) Confirm that the proportions sampled did not vary throughout the year and 
explain why the SAS programs confuse one into believing otherwise. or 
(ii) Explain why the proportions sampled vary between the first two quarters and 
the last two quartem of the sampled year. 

RESPONSE. 

(a) Confirmed for W3 and PQ4. 

(b) Confirmed. 

(c) A situation was encountered where all the tests taken from the 2" stratum of 

the Intra-SCF (Inbound-Other) were zero volume tests. To help avoid this in the 
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future, the sample size in !hat stratum was increased from 2% to 7% of the total 

Intra-SCF tests. The increase in that stratum was offset by a corresponding 

decrease in the number of tests in the 1" stratum (Inbound BMCISCF). This 

adjustment was made starting PQ3, BY98. The written documentation reflected 

the numbers used in PQ4, BY98. 

(d) Confirmed. 

(e) See response to (c). 

(9 Confirmed. 

(9) See response to (c). 

(h) NIA. 

R2000-1 
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UPSIUSPS-T1-38. The following questions relate to the sample design process 
for the TRACS Highway Subsystem (USPS-LR-1-52) for the first quarter of 
FY1998. 
(a) Confirm that 56,642 out of 189,172 NASS records are dropped from the 
sample design process (in the program Hwyl. lines 31 1-342. as numbered in the 
SAS log file) because they could not be matched with route records from the 
Highway Pay Master File or the Highway Contract Support System. If not 
confined. explain and provide the correct numbers. 
(b) Why are these records dropped? If multiple reasons are given, state the 
number or proportion of records dropped for each reason. 
(c) State the proportion of records dropped because of a failure to match with 
the Highway Pay Master File. and the proportion dropped because of a failure to 
match with the Highway Contract Support System. 

RESPONSE. 

(a) Confirmed. 

(b) These records are dropped because they do not match the routes in the 

Highway Pay Master data set ('account'). At that juncture in the processing. this 

particular data set only contains the routes that TRACS highway should be 

sampling, Le. regular contracts that are not for box routes. Two major steps are 

involved in creating this data set. The first step is to extract the regular routes 

from the Highway Pay Master File. The second step is to eliminate the box 

routes from the data set resulting from the first step by merging it with the 

Highway Contract Support System (HCSS) extract file. The HCSS file is not 

directly matched with the NASS file; it's sole purpose is to provide a list of box 

routes for elimination from the Highway Pay Master File. 

(c) The proportion of records dropped because of a failure to match with the 

Highway Pay Master File data set is 30 percent. The proportion dropped 

because of a failure to match with the HCSS file is not applicable. 

R2000-1 
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UPSIUSPS-11-39, The following questions relate to the sample design process 
for the TRACS Highway Subsystem (USPS-LR-1-52) for the second quarter of 
FY 1998. 
(a) Confirm that 59.722 out of 194,189 NASS records are dropped from the 
sample design process (in the program Hwyl, lines 311-342, as numbered in the 
SAS log file) because they could not be matched with route records from the 
Highway Pay Master File or the Highway Contract Support System. If not 
confined, explain and provide the correct numbers. 
(b) Why are these records dropped? If multiple reasons are given, state the 
number or proportion of records dropped for each reason. 
(c) State the proportion of records dropped because of a failure to match with 
the Highway Pay Master File, and the proportion dropped because of a failure to 
match with the Highway Contract Support System. 

RESPONSE. 

(a) Confirmed. 

(b) See response to UPSIUSPS-T1-38 (b). 

(c) The proportion of records dropped because of a failure to match with the 

Highway Pay Master File data set is 31 percent. The proportion dropped 

because of a failure to match with the HCSS file is not applicable. 

R2000-1 
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UPSIUSPS-TWO. The following questions relate to the sample design process 
for the TRACS Highway Subsystem (USPS-LR-1-52) for the third quarter of 
FY1998. 
(a) Confirm that 59.582 out of 197.341 NASS records are dropped from the 
sample design process (in the program Hwyl, lines 31 1-342. as numbered in the 
SAS log file) because they could not be matched with route records from the 
Highway Pay Master File or the Highway Contract Support System. If not 
confirmed, explain and provide the correct numbers. 
(b) Why are these records dropped? If multiple reasons are given, state the 
number or proportion of records dropped for each reason. 
(c) State the proportion of records dropped because of a failure to match with 
the Highway Pay Master File, and the proportion dropped because of a failure 
to match with the Highway Contract Support System. 

RESPONSE. 

(a) Confirmed. 

((b) See response to UPSIUSPS-TI-38 (b). 

. (c) The proportion of records dropped because of a failure to match with the 

Highway Pay Master File data set is 30 percent. The proportion dropped 

because of a failure to match with the HCSS file is not applicable. 
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UPSIUSPS-11-41. The following questions relate to the sample design process 

for the TRACS Highway Subsystem (USPS-LR-1-52) for the fourth quarter of 

FY 1998. 

(a) Confirm that 62,825 out of 202.584 NASS records are dropped from the 
sample design process (in the program Hwyl. lines 31 1-342. as numbered in the 
SAS log file) because th6y could not be matched with route records from the 
Highway Pay Master File or the Highway Contract Support System. If not 
confirmed, explain and provide the correct numbers. 
(b) Why are these records dropped? If multiple reasons are given, state the 
number or proportion of records dropped for each reason. 
(c) State the proportion of records dropped because of a failure to match with 
the Highway Pay Master File, and the proportion dropped because of a failure to 
match with the Highway Contract Support System. 
(d) Just i i  the validity of the sampling process in light of the loss of 30% of the 
records in the database of highway movements. 

RESPONSE. 

(a) Confirmed. 

(b) See response to UPS/USPS-T1-38 (b). 

(c) The proportion of records dropped because of a failure to match with the 

Highway Pay Master File data set is 31 percent. The proportion dropped 

because of a failure to match with the HCSS file is not applicable. 

(d) We only sample regular non-box routes, but NASS indudes more than that. 

Although I have not reviewed why each record is dropped, the dropping rate is 

fairly consistent across time. We do have a process to check various non- 

matching rates every time the sample selection programs are run. 
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UPSIUSPS-T142. The following questions relate to the data files included with 
the TRACS Highway Subsystem (USPS-LR-1-52). Refer to Appendix I of library 
reference USPS-LR-1-52, which describes the variables in the Final Analysis File 
(2-File). 
(a) For the Containers component. Appendix I describes the CONTNO variable 
as being the container number. Confirm that this variable indicates the sequence 
in which containers are inspected as they are unloaded and that, if the value is 
three, the observation represents mail that was contained in the third container 
unloaded and inspected. If not confirmed, explain what the values in CONTNO 
represent. 
(b) For the Loose Items component, Appendix I describes the ITEMNO 
variable as being the item number. Confirm that this variable indicates the 
sequence in which loose items are inspected as they are unloaded and that, if 
the value is three, the observation represents mail that was contained in the third 
loose item unloaded and inspected. If not confirmed, explain what the values in 
ITEMNO represent. 
(c) For the Pallets component, Appendix I describes the PALLETNO variable as 
being the item number. Confirm that this variable indicates the sequence In 
which pallets are inspected as they are unloaded and that, if the value is three, 
the observation represents mail that was contained in the third pallet unloaded 
and inspected. If not confirmed, explain what the values in PALLETNO 
represent. 

. 

RESPONSE. 

(a] Confirmed with clarification. The variable CONTNO indicates the sequence 

in which the container is recorded. It may be different from the order in which it 

was unloaded or selected. 

(b) Confinned with clarification. The variable ITEMNO indicates the sequence in 

which the item i8 recorded. It may be different from the order in which 1 was 

unloaded or selected. 

(c) Confirmed with clarification. The variable PALLETNO indicates the sequence 

in which the pallet is recorded. It may be different from the order in which it was 

R2000-1 
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unloaded or selected. Furthermore, this variable cannot have a value of three; at 

most, two pallets are recorded in a test. 
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RESPONSE OF UNITED STATES POSTAL SERViCE WiTNESS XIE 
TO INTERROGATORIES OF UNITED PARCEL SERVICE . 

UPSIUSPS-T1-43. The following questions relate to the TRACS Highway 
Subsystem (USPS-LR-1-52). 
(a) Describe the updating process for the NASS data that serves as an input to 
the sample selection part of the procedure. How current is the information in the 
system at the time the TRACS sample selection process begins? How often is 
the data updated? 
(b) Describe the updating process for the Highway Pay Master File data that 
serves as an input to the sample selection part of the procedure. How current is 
the information in the system at the time the TRACS sample selection process 
begins? How often is the data updated? 
(c) Describe the updating process for the Highway Contract Support System 
data that serves as an input to the sample selection part of the procedure. How 
current is the information in the system at the time the TRACS sample selection 
process begins? How often is the data updated? 
(d) Describe how far in advance of the beginning of a quarter the TRACS 
sample is selected. What is the age of the data files used at that time - are they 
current as of that day, or were they set aside at an earlier time? 

RESPONSE. 

(a) Redirected to the Postal Service. 

(b) Redirected to the Postal Service. 

(c) TRACS used two HCSS data sets extracted from the Highway Contract 

Support System (HCSS). They were updated intermittently. One was created 

prior to PQ1, FY97 (August 1996). Although there is some evidence indicating 

that the other one was created in August 1995, that evidence is not conclusive. 

It is possible that it was updated at the same time that the first data set was 

created, in the process of updating inputs for the PQI, FY97 sample selection. 

They were subsequently updated and consolidated into one HCSS input file for 

the PQl, FY99 sample selection process. As I stated in my response to 

UPSIUSPS-Tl-38 (a) and (b). the sole use of the HCSS file In the sample 

R2000-1 
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selection process is to provide a list of box routes for elimination from the 

Highway Pay Master File. 

(d) The TRACS sample selection process is usually Initiated five weeks prior to 

the beginning of a postal quarter. See responses to (a). (b). and (c) of this 

question for the age of the input files. 

R2000-1 
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TO INTERROGATORIES OF UNITED PARCEL SERVICE 

UPS/USPS-T147. Does the Highway Pay Master File data used in the TRACS 
Highway Subsystem (USPS-LR-1-52) indude data on Emergency and 
Exceptional contracts? 

RESPONSE. 

It Includes data on Emergency contracts but not the Exceptional Service. 

! 

WOOD-1, Revised May 1.2000 
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UPSNSPS-Tl-48. Does the Highway Contract Support System data used in the 
TRACS Highway Subsystem (USPS-LR-1-52) indude data on Emergency and 
Exceptional contracts? 

RESPONSE. 

It lndudes data on Emergency contracts, but not on Exceptional Service 

R2000-1, Revised May 1,2000 
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UPSIUSPS-Tl49. Does the National Air and Surface System data used in the 
TRACS Highway Subsystem (USPS-LR-1-52) include data on Emergency and 
Exceptional contracts? 

RESPONSE. 

It includes data on Emergency contracts, but not on Exceptional Sentice. 

R2000-1, Revised May 1,2000 
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UPSIUSPS-T1-50. The following questions deal with the movement of Priority 
Mail by highway transportation. 
(a) In what types of containers. pallets, or loose items is Priority Mail handled 
when it moves by highway? Be specific as to the type of container, type of sack, 
etc. What is the proportion of use across the container types, and what measure 
is used to answer this question? (For example, "Priority mail moves in nylon 
sacks 25% of the time, as measured by cubic-foot miles.") 
(b) How does a worker unloading a truck determine the priority for unloading? 
(c) Are the items on a truck identified as to approximate mail composition? 
(ii) Is timesensitive mail identifiable as such by a worker? 
(iii) Is it Postal Service policy or the typical procedure that time sensitive mail be 
unloaded from a truck first, to the extent possible, by the arrangement of mail 
within the truck? I f  not, what is the policy or typical procedure for unloading time 
sensitive mail? 
(iv) Is it Postal Service policy or the typical procedure that low priority 
containerslpallekd sacks are set aside so that higher priority mail may be 
processed first? 
(v) Is it Postal Service policy or the typical procedure that high priority mail is 
expedited in moving from the dock to the next stage of processing? If not, what 
is the policy or typical procedure for moving high priority mail from the dock to 
the next stage of processing? 
(vi) What categories of mail are considered to be high priority mail or time- 
sensitive mail for the purposes of loading and unloading trucks and for dock 
handling? 
(vii) Describe any other policies or procedures that determine the sequence in 
which different classes or subclasses of mail or individual items or groups of 
items or mail are processed as they are removed from a truck, after m a l .  
prior to loading, and during the loading process. 

RESPONSE. 

(a) My understanding is that Priority Mail generally moves in wheeled 

containers, sacks, and as loose items. Occasionally, it may be found on pallets 

and in flat tubs. The requested proportion has not been calculated. However, 

data have been provided in this proceeding which would allow an informed 

analyst to calculate this proportion. after making appropriate assumptions 

regarding the measure to be used. It can be calculated using data in the ZFlLE 

provided in USPS-LR-1-52. The container and item information is kept in 
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variables ‘SETASIDE and ‘CTYPE for containerized items. respectively. The 

item information is kept in ‘NCTYPE for non-containerized items. Refer to Table 

8, USPS-LR-52 for the exact definition of variables in the ZFILE. 

(b) and (c) Redirected to the Postal Service. 
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UPSIUSPS-11-64. Refer to page 23. Table 8. of your testimony. Confirm that in 
BY1 998 Express Mail accounted for 24 percent of non-premium Eagle Network 
costs. 

RESPONSE. 

Confirmed. 
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UPSIUSPS-Tl-65. Refer to your answer to MPNUSPS-T18-9. in which you 
provided a table which includes cdumns labeled Number of Stops, Stop Days, 
and Stops per Day. 

(a) Describe the source of the data in these columns and describe how each 
variable is related to the others. 

(b) Is there a way to calculate Stops per Day based on the Number of Stops 
and the Stop Days? If so, how? 

RESPONSE. 

(a) and (b) 

frame. The 'Number of Routes', 'Number of Trips', and 'Number of Stops' 

provide the total numbers for contract routes, trips, and stops Included in the 

BY98 highway frame, correspondingly. The 'Stop Day' is developed by taking 

into account the days in a year for which the trip is scheduled to run. The last 

column 'Stops per Day' is an average number of stops that a route is scheduled 

to make per day. II is calculated by dividing the 'Stop Day' by the 'Number of 

Routes' and by 364, the number of days in a Postal Fiscal year. 

The source of the data in these columns is the BY98 highway 

t-2900-1 
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UPWUSPS-T1-71. Refer to your response to UPS/USPS-T147 regarding data 
on Emegency and Exceptional contracts. Does the presence of Emergency 
contracts in the Highway Pay Master File mean that movements operated under 
emergency contracts are part of the TRACS Hghway Subsystem sample? ff 80. 
provide the fraction of the sample that represents Emergency contracts. 

RESPONSE. 

No. Only the regular contracts in the ‘Highway Pay Master Flle’ am included in 

the Highway frame. 

. 

R2wo-1 
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CHAIRMAN GLEIMAN: Is there any additional 

Designated Written Cross? Mr. McKeever? 

MR. MCKEEVER: Thank you again, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. MCKEEVER: 

Q Ms. Xie, I have just handed you a copy of your 

response to Interrogatory UPS/USPS-T-1-65. 

If that question were asked of you today, would 

your answer be the same? 

A Yes, as a matter of fact, this is already 

designated. 

Q It was not on the list that I had received. 

A It's on the list of - -  

CHAIRMAN GLEIMAN: If you could give me the number 

again? 

THE WITNESS: MPA. 

MR. McKEEVER: T-1-65. Well, then I apologize, 

Mr. Chairman, and there is no need to enter it. 

CHAIRMAN GLEIMAN: Mr. Wells? 

MR. WELLS: Mr. Chairman, the testimony of this 

Witness, also designated Associated Library References 52, 

6 3 ,  and 64; are those library references not also to be 

sponsored by this witness? 

CHAIRMAN GLEIMAN: Counsel? 

MR. HOLLIES: Those are Category I Library 

ANN RILEY & ASSOCIATES, LTD. 
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CHAIRMAN GLEIMAN: As such, we wouldn't be 

entering them into evidence in this context. 

MR. WELLS: Thank you, Mr. Chairman. 

CHAIRMAN GLEIMAN: Thank you, Mr. Wells. We've 

made things clearer but more complicated. I guess we're all 

going through a learning process in this proceeding with the 

Library references. 

Is there any additional designated written cross 

for the witness? 

[No response. I 

CHAIRMAN GLEIMAN: If not, that brings us to oral 

cross. Three parties have requested oral cross examination 

of the witness, the Coalition of Religious Press 

Associations, Florida Gift Fruit Shippers Association, 

United Parcel Service. 

Is there any other party that wishes to cross the 

witness? 

[No response. I 

CHAIRMAN GLEIMAN: If not, then Mr. Feldman, you 

may begin when you're ready. 

MR. FELDMAN: Thank you, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. FELDMAN: 

Q MS. Xie, I have a few questions that will concern 
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your written direct testimony, and then after that, we'll 

have some further line of questioning. 

But if you would refer to your own direct 

testimony, USPS-T-1, on page 1, you, as part of your 

biographical information, state that you served as Project 

Manager for the Transportation Cost System since 1997. 

Is that the TRACS project, that function for which 

you were the manager? 

A Yes, it is. 

Q That position did not entail the actual 

administration of any transportation contracts or the 

purchase of any transportation; did it? 

A No. 

Q So your responsibility, if I may put it that way, 

is overseeing the sampling system that the Postal Service 

uses to ascertain the distribution of costs to the various 

subclasses for purchased transportation; is that a fair 

description of what you do? 

A M y  function is to oversee TRACS as a sampling 

system. 

Q And is it the function of TRACS to ensure that 

every subclass which makes use of the purchased 

transportation of the Postal Service, i s  assigned or, I 

should say, attributed its attributable costs? 

A The function of TRACS or you may say the purpose 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

(202) 842-0034 



I 

1 

7 

8 

9 

1 0  

11 

1 2  

13 

1 4  

15 

1 6  

1 7  

18 

- 

! 

1 9  

20  

2 1  

2 2  

2 3  

24  

2 5  

6819 

of TRACS is to develop a distribution key that can be used 

to allocate costs in the subclasses of mail on 

transportation network. 

Q This does not include or does it include vehicles 

which are a part of the Postal Vehicle Service? 

A No, it doesn't. 

Q So just that we are all talking on the same level, 

this is all about purchased transportation, correct? 

A Yes. It is purchased transportation cost but I am 

not sure which costs or which TRACS system you are talking 

about. See, we have five sub-systems. We have highway, 

rail, Amtrak, then commercial air, network air. Each of the 

systems has their universe of the study. Is that what you 

are referred to or you are talking more a cost allocation 

part? Because my responsibility is in TRACS sampling 

system. I really don't do cost distribution. 

Q Based on your prior answer, you do develop the 

distribution key for - -  is the distribution key developed 

for - -  it is in your testimony at page 3 - -  for the four 

types of purchased highway contracts? We are just talking 

about highway here. 

A Okay. 

Q But in other words you developed distribution keys 

for each purchased transportation account, is that an 

accurate statement? 
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A No, not for each account, for each of the four 

contract types. 

Q Do you develop distribution keys for rail, air 

service and other modes of transportation other than 

highway? 

A For rail we develop a distribution key for the 

intra BMC freight rail account. 

Q So you do develop distribution keys for each mode 

of transportation? 

A I am not sure when you talk about each mode of 

transportation. I can answer you one by one. 

For rail, as I answered before. You want me to 

answer you, talk about commercial air? 

For commercial air we produce distribution keys 

for commercial air transportation costs. Now what is your 

next one? ? 

Q Well, we don‘t have to go through each mode. I 

think we can proceed by asking you if I use the phrase 

“distribution key” and you have used the term ”distribution 

key” in your testimony, how do you define distribution key? 

A You are not talking about any interrogatory 

response that I answered? You are just talking about in 

general term? 

Q No, as used in your direct testimony. 

A Oh. Distribution key in my view is the proportion 
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1 of the cost that should be allocated to P 

2 of mail. 

3 Q Is the distribution - -  let me rephrase that, 

4 please. 

5 Is the proportion allocated to subclasses or is it 

6 to classes of mail? 

7 A To classes and subclasses of mail. Some class you 

8 do not have subclass but some class you do have subclasses. 

9 Q Thank you. I think that's a helpful answer, so 

10 that where a class does have subclasses at that point TRACS 

11 calculates a distribution key for that subclass to allocate 

12 transportation costs to that subclass, correct? 

13 A TMCS produces a distribution key for 19 classes 

14 or subclasses of mail. 

15 Q Are there any subclasses for which TRACS is not 

16 used to allocate purchased transportation costs? 

17 A I don't actually do the calculation. I provide a 

18 distribution key but as far as I know those are the 19 class 

19 and subclass that I provide distribution key for. 

20 Q Do you happen to recall in your duties since 

21 August, 1997 if the list or quantity of subclasses and 

22 

23 to you by the Postal Service or by others in the 

24 transportation office or did you assemble that information 

25 yourself or have someone on your staff assemble that 

clqses ,Gd sJ3cjGsse.s 
- 

- 

classes to which you apply a distribution key was provided 
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information? 

A Well, those classes and subclasses are exactly the 

same as in R97. 

Q Without getting into R97, how was the list 

compiled? From what source? 

A Oh, that I really don't know. When I started 

working on TRACS thSt is m e  T'&& and that/ still the list 

that I generate a distribution key for. 

4-tp-t v\)4s*\'i+- FJG 

Q I am trying to be very specific here and if, of 

course as always on any question if you don't understand the 

question, do not hesitate to inform me of that and we'll try 

to make the question better. 

A Okay. 

Q But when you state that you developed the 

distribution key, are you talking about you, yourself, Ms 

Xie, or are you talking about other people or other 

employees at the Postal Service and you then review their 

work, or do you actually yourself based on the TRACS data do 

the calculation for the distribution key? 

A Oh, I do it. I also have a couple people work 

with me. We have a team. 

Q Do the - -  well, let me ask, about how many 

employees, if you know, are assigned to TRACS sampling 

across the country? 

A You are talking about data collectors? 
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Q Yes, yes, yes. That is correct. 
I nnQ 

A Oh, I know we have about *data collectors, if 

I recall - -  don't quote me on that, I don't keep those 

numbers - -  

Q If I may interrupt you, all of this will go into 

the transcript, so if I may, you would agree that the number 

that you just stated is approximate? 

A Okay. It's approximate but I haven't finished my 

question yet. 

Q I understand. 

A Your answer. I haven't finished my answer yet. 

Q I apologize for interrupting but there may have 

been a misunderstanding - -  

A Okay. 

Q - -  and so forth. Thank you. 

A You know, but we do not have data collectors that 

only work for TRACS, okay? They work on other systems as 

well, so therefore I don't know what you try to get the 

number for. 

Total number of data collectors or TRACS data 

collectors? 

Q Based on your prior answer it appears that there 

are approximately 1000 data collectors who assemble data for 

TRACS, is that right? 

A No. No, I am talking about in Postal Service, 
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it's the data collector. In my recollection that is about 

the number we have for full-time and then we have some 

part-time data collectors and we also use  some temporary 

helps. I don't have the exact number for you, but my point 

is we do not have TRACS data collectors per se. 

See, they do all different kind of sampling. I'm 

sorry - -  they do - -  they collect data for various sampling 

systems. 

Q Could you give an example or two of what other 

sampling duties these individuals might have? 

A They collect data for RPW system. They collect 

data for ODIS, for IOCS,  maybe even carrier cost. 

Q In order to collect data for TRACS a data sampler 

has to be at a postal facility where mail is being unloaded, 

is that correct? 

A Are you talking about the highway tests? 

Q We can use - -  yes, let's talk about highway. 

A Right. 

Q So if this individual is doing other types of 

sampling like IOCS or any other sampling function they have 

to - -  are they informed that they must be at a certain 

postal facility at a certain time of the day so as to sample 

an incoming truck? 

A They have to be there at least a half an hour 

before the truck's scheduled arriving time. 
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Q But is it possible that prior to traveling to the 

Postal facility that they are in another office doing 

something else the previous day, other than TRACS? 

A It could be possible. 

Q Is it common? 

A Depending on when the TRACS test is scheduld if 

the TRACS is scheduled in the early morning, I think they 

will just go to that facility, directly to do the TRACS 

test. 

Q Do the TRACS data samplers move from one facility 

to another within the course of a work day so that they do 

more than one TRACS sampling in one day? 

A First of all, there is no TRACS data collectors, 

okay. Now, data collector, a data collector can do more 

than one TRACS test, or one TRACS test or then the other 

test, that is possible. 

Q Do they stay at the same facility during the day 

or do they go to other facilities as well? 

A It depends. 

Q Who makes the decision as to where they go? 

A Their manager, the manager of stat program. 

Q I'm sorry, Ms. Xie, could you kindly repeat that? 

I didn't hear it. The manager - -  

A Okay. The manager of statistical program, it is 

their manager. 
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Is that part of your office or is that a Q 1 
different office in the rates and pricing division of the 

Postal Service? 

A No, they are not headquarters employees, they are 

field staff. They belong to the district. 

Q Are you familiar with the training that these 

individuals who do sample TRACS data receive? 

A Yes. 

Q Do you supervise that training? 

A No. 

Q Who does supervise that training? 

A Their manager and their assistant. We have what im tRm - 
. I will get you that 5K we call the-, SPS 

name. 

THE REPORTER: SPS staff or - -  

THE WITNESS: SPS, that is the acronym for the 

assistant of the statistical program manager. 

BY MR. FELDMAN: 

Q In other words, SPS is a person? 

A Yeah, that is a job title. 

Q Okay. 

A Okay. 

Q Do these SPS individuals receive the same 

training? Is there a uniform training program for these SPS 

individuals? 
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A I am not sure when you talk about uniform, what do 

you mean? 

Q I will try to clarify. Does every SPS data 

collector receive the same training as all other SPS data 

collectors? 

A Well, SPS is not a data collector anymore. They 

are EAS employee now. In terms of training, we provide them 

handbooks and SP letters, text messages, all those tools for 

them to use for their training purpose. They use the same 

material. 

Q Now, I think this is a new question, not a 

repeated question, are the SPS individuals the individuals 

who actually do TRACS sampling? 

A No, they don't. 

Q D o  the people who do the TRACS sampling report to 

the SPS individuals? 

A They are union employee. The - -  you mean the data 

collectors? 

Q Yes. Are the data collectors, do they report to 

the SPS staff? 

A Well, within this union concept, I am not sure 

what or not report means, but their job is assigned by SPS 

and manager of stat program. 

Q Do the individuals who actually collect the data 

for TRACS have training to perform their duties? 
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A Yes, they do. 

Q Can you describe whether or not they use the same 

written materials to accomplish their sampling duties? 

A Yes. 

Q Do they attend classes or have an opportunity to 

ask questions where they may not be clear on what the 

instructions are? 

A Yes. Let me explain to you this a little more. 
in We have what we call the monitoring program where each 

district w a n d  SPC is responsible to monitor each data 

collector for whatever program they perform test on, twice a 

year. Not only they have opportunities to ask a question, 

to learn what they are supposed to, but they are also 

monitored for what they are supposed to. 

h 

Q In other words, each data collector is monitored 

twice a year? 

A For the program they perform test on. If one data 

collector performs TRACS test, but also performs IOCS test, 

then they got two, that data collector will receive two 

monitoring. 

Q Is identification of subclass part of the TRACS 

training program for the data collectors? 

A Yes. 

Q And how -is..that done? ~. 

A First in our handbook we have this material 
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for them to get familiarkZ&the.sGl+ss and subclass markings, iw a mail , piece. And, you indicias, things needed for 

know, we also have what we call the test deck. 

Q I'm sorry, Ms. xie. 

A A test, yes. 

Q Could you repeat that phrase? 

A Test deck, d-e-c-k. 

Q Thank you. 

A That is about 3 0 0  mail pieces that we think are 

typical to be found when they perform their test, and some 

of the mail piece may have some confusion markingsAindicias. 

We develop that test deck using-thGm as training material, 

md 

just for mail class, just for 'm n mail class and 

subclass purpose. 

Q Is there an examination or a test that is given to 

each data collector to ensure that they understand the 

subclass distinctions to which you just referred? 

A That is one part of the monitoring test, and also 

I understand our inspection service also audits TRACS tests. 

That will be one of thing they are looking, they are looking 

at when they audit TRACS test. 

Q Has the inspection service produced any written 

reports on the reliability or effectiveness of TRACS? 

A Yes, actually, they did. I think I read a Postal 

Service response to Interrogatory 3 1 ,  UPS - -  I'm sorry, 
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UPS-31, 32, 33, where we explain the various audits data 

collector receives, and also we provide as Library Reference 

the inspection service audit report. In FY '98, they 

audited a couple of TRACS tests. Let me see. Yeah, all the 

TRACS tests they audited reported with zero errors, which is 

pretty good. 

Q Errors measuring what? 

A In that Library Reference, you can see things that 

at it to identify - -  I'm pretty much sure, 
is 

mail as one of the areas they're looking into 

Q By subclass? 

A Class and subclass. 

Q Did the General Accounting Office do a study of 

TRACS ? 

A General Accounting Office? 

Q GAO? 

A GAO has one - -  

[Pause. I 

My understanding is that the data quality study 4.r. 
conducted by= Kearney was a program that cosponsored 

between Postal Service and the GAO to evaluate the quality 

of the major statistics systems and the Postal Service 

ratemaking process that includes TRACS. 

And that report is on the web page, on the PRC web 

page. 
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Q And did the Kearney study find any flaws with 

TRACS? 

A They have pointed some area recommendation, per 

se, for the programs. You can find that report, again, on 

the web page. 

Q Well, I'm asking you whether or not the Kearney 

study found any flaws in TRACS? 

[Pause. I 

If you don't know, you can state you don't know. 

A I don't recall the use that word you're using for. 

Q How about the TRACS program could be improved? 

A Well, you know, I don't remember every detail, 

details of the report, but I remember they recommend we 

evaluate TRACS design, and they recommend we evaluate the 

NASdatabase which is the major feeder for our frame. 

Q Any other suggestions, to your recollection, of 

the Kearney study? 

A That has been about a year ago. I don't recall 

that detail level. 

Q Since the Postal Service is basing its 

distribution of purchased highway and air and rail 

transportation costs, to a large degree on the TRACS system, 

was any review made immediately before the filing of this 

case to reconcile the recommendations of the Kearney report 

with the methodologies that TRACS used for the purpose of 
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A That's a long question. 

Q Well, I'll rephrase it. 

Did the Kearney study have any effect on how TRACS 

data collected and used in this case, was assembled or 

implemented? 

A I don't recall in my distribution key development 

I had adopt any Kearney's recommendation. 

Q Has the Kearney recommendations had any effect on 

the way TRACS data collectors go about their business 

currently? 

[Pause. I 

A Well, our data collectors training and monitoring 

program were always being there, were there even before 

Kearney's report. So I don't see - -  you know, to answer 

your question for specific point that a Kearney's report 

point out that we try to address in data collection material 

_ _  

You talk about in data collection training 

material, I don't recall that. 

Q That's your answer? You don't recall? 

A - -Trp- o ook through those SP letters that we send 

out to all field data collectors as additional instructions 

to refresh my memory, if you may. 

TvJiII fC$ 

[Pause. I 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1 0 1 4  
Washington, D.C. 20036 

(202) 842-0034 



.- 

I 

7 

8 

9 

1 0  

11 

1 2  

1 3  

1 4  

15 

1 6  

1 7  

1 8  

19 

20  

2 1  

22 

2 3  

24  

2 5  

6 8 3 3  

CHAIRMAN GLEIMAN: She's looking, okay. She 

agreed to look through her papers. I was trying to figure 

out where we were at this point. 

[Pause. 1 

THE WITNESS: NO. 

BY MR. FELDMAN: 

Q Moving on to a separate subject, when Witness 

Bradley was here testifying on transportation, he indicated 

that since R97-1 ,  the accounts system used to segregate 

costs of purchased transportation had changed. 

I believe I'm accurately summarizing his statement 

that the major change was that the SCF accounts, inter-SCF, 

intra-SCF, were now being - -  that data was now being divided 

into different kinds of accounts, and he mentioned area 

accounts, cluster accounts, and processing and distribution 

center accounts 

Are you familiar with those accounts as they 

currently exist? 
cn 
4 Not really. We only sample mail highway, sample A 

some mail move on contract accounts, the account number 

5 3 1 2 4 ,  5 3 6 0 9 ,  5 3 6 1 4 ,  and 5 3 6 1 8  for inter-SCF. 

And for -SCF, we sample account number 5 3 1 2 1 ,  

5 3 6 0 1 ,  and 5 3 6 0 5 .  

Q Are you aware that according to Dr. Bradley's 

testimony - -  and this appears on page 25 of his testimony - -  
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that the largest number of contracts observed - -  and by 

observed I mean the TRACS collectors - -  was in the intra-P 

and DC regular account 53601? 

That number was 7,500 as compared to a total of 

16,791 observations. 

A I don't know his testimony that well to verify 

that for you. 

Q Well, no, we have the testimony and you're not Dr. 

Bradley, and you don't have to explain Dr. Bradley. 

I'm asking you, given the apparent frequency that 

observations are made by TRACS collectors of this intra-P 

and DC account, I am surprised that you seem unfamiliar with 

that account, and with the division of the SCF account into 

these accounts. 

A When TRACS produces distribution key, and all 

those accounts are treated as one contract type, to TRACS, 

all those three intra-SCF accounts is one contract type. 

And we produce one distribution key for that 

contract tvue. We do not sulit further. , . _ _  - 

But if this account assumed what e,- the number 
lAJ.LIL 

you cited, is what it is, then this account ware have large 

component of frequent - -  large component of frame unit in 

the TRACS frame. 

Then it will be representative. It will be 

representative by TRACS data. 
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Q On page 3 of your testimony, you refer to four 

types of purchased highway transportation contracts, 

inter-BMC; intra-BMC; inter-SCF; and intra-SCF. 

I'm simply asking you that if the accounts are 

being divided into other categories by - -  in terms of the 

contracts that each account represents, why are you still 

using the accounts from the last rate case, when in this 

rate case, Dr. Bradley indicated that, in fact, those 

accounts, the SCF accounts, did not exist? 

A Which account doesn't exist anymore? 

Y Well, according to Dr. Bradley, inter-SCF and 

intra-SCF. 

A Oh. I don't think those - -  you know, this 

contract type still exists. Those four contract type are 

still the contract type we are sampling. It is the accounts 

under the contract type is different from R97. Well, Dr. 

Bradley's grouping of accounts into the contract type is 

consistent with the way I group the accounts into the 

contract type. So I don't see there is any problem with 

that. 

Y But, in fact, there are some additional types like 

areas and clusters and customer service units that Dr. 

Bradley referred to that include facilities that are not 

strictly Sectional Center Facilities, isn't that correct? 

A I am not familiar with his testimony to answer 
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that. If you can give me a particular account number that I 

can - -  then I can tell you if that is included in TRACS 

sampling or not. 

Q That's all right. On page 4 of your testimony, 

you state that stop days are stratified based on the 

facility type of the stop and whether the trip is inbound or 

outbound. Is the stratification done in terms of the volume 

that passes through each facility or is there some other - -  

what is the factor that enables - -  what do you use to 

construct the stratification? 

A Oh, as I explain here, the stratification is based 

on the facility type and the trip, whether it is inbound or 

outbound. 

Q In other words, by facility type you mean Bulk 

Mail Center, Sectional Center Facility and so forth? 

A Exactly . 

Q You don't then further stratify the stop days by 

whether it is a low volume SCF or a high volume SCF, or a 

high volume BMC or a lower volume BMC? In other words, it 

is just what kind of facility is it? 

A Actually, let me refer you to my Library Reference 

52, page 8. I have the precise definition of all the strata 

in TRACS how are we sampling. 

Q And - -  I'm sorry, please proceed. 

A Yeah. Facility type is one variable, then the 
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trip direction is another variable. Sometimes the arrival 

time can play a role. So it is not based on volume. 

Q Would a type of mail, whether it be Standard A or 

periodicals, or even First Class mail, which is drop shipped 

into the area of a Sectional Center Facility for delivery, 

would the effect of that drop shipping be reflected in the 

TRACS sampling? 

A Let me get that question right. You have drop 

ship mail. 

Q Yes. 

A Entered at - -  

Q At an SCF. 

A - -  a P&DC. Okay. SCF. 

Q That's right, a P&DC, yeah. 

A Okay. Then where it goes from there? 

Q Well, it goes to somebody who lives within the 

service or delivery area of that facility. It stays within 

the facility's boundaries. 

A Then that mail, if that mail travels on a contract 

vehicle, then it will be sampled for that particular leg. 

If that particular leg belongs to a contract vehicle, then 

it will still have chance to be sampled. 

Q In the intra-SCF category, however, isn't it true 

that much transportation from the SCF to the delivery office 

is carried on Postal Service owned transportation? 
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A Not necessarily. 

Q But it could be? 

A Could be. 

Q Do you have any idea what the proportion is 

between drop shipped - -  excuse me, between purchased highway 

transportation versus USPS owned transportation within the 

P&DC or SCF areas? 

A No, I don't, I don't know Postal vehicle service 

that well. 

Q That's okay. Is there any reason, to your 

knowledge, that in the construction of your sampling, of the 

TRACS sampling system, that a data set was not constructed 

from the Highway Contract Cost System, HCSS? 

A Oh, try it again. 

Q Are you familiar with the term HCSS? 

A Oh, I got you. Is that the Highway Cost - -  let me 

get you the names. We are talking about the same thing. 

Q You are getting close. I will give you the 

answer. Highway Cost - -  

A Yeah, I know it is Highway Cost - -  

Q Contract Cost System, yes. 

A HCSS, right? 

Q Yes. 

A That is what you are talking about. Okay. 

Q That is correct. 
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A Now, what is your question now? 

Q Well, the question is, why isn't data from that 

system used in the TRACS sampling process? 

A First of all, that data was used as one of the 

input files to construct TRACS frame, but only for the 

purpose of excluding box route from NASS route. So the 

first statement you said isn't that accurate, but highway 

frame is compiled from NASS, not HCSS. The reason is that 

this HCSS doesn't have as detailed routing information as 

the NASS database has. For sampling purpose, TRACS needs 

routing information. 

Q Does TRACS need the cost information, in other 

words, the cost of a contract which is included in the HCSS 

system? 

A For sampling purpose, no. 

Q Okay. So the actual, if - -  I will give you an 

example. If the Postal Service is paying a contractor 

$5,000 a day to take mail from Washington, D.C. to Richmond, 

Virginia, and that is collected in the HCSS, you don't need 

that? That does not affect the sampling that may be done on 

that route by TRACS? 

A We do not need the costs for TRACS sampling. 

Q You don't. Okay. Thank you. That is helpful. 

CHAIRMAN GLEIMAN: Mr. Feldman, do you have much 

longer to go? 
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MR. FELDMAN: No. 

CHAIRMAN GLEIMAN: If you do, then - -  

MR. FELDMAN: I actually, Mr. Chairman, and 

obviously, of course, it is your decision, I do have about 

five or six minutes. 

CHAIRMAN GLEIMAN: Well, why don't you finish up 

then and then we will take our break. 

MR. FELDMAN: Okay. 

BY MR. FELDMAN: 

Q Ms. Xie, if you would kindly turn to Table 10 on 

page 2 5  of your testimony. 

A Yes, I have it. 

Q Thank you. There's a list of mail categories on 

that page, on the left-hand column. Are these mail 

subclasses and classes, to the best of your knowledge? 

A Are these what? 

Q Are these mail subclasses and classes? 

A Right, that is the class and the subclasses that 

TRACS provides a distribution key for. 

Q Okay, and do you see on the seventh line there is 

a category called 2C Periodicals? 

A Yes. 

Q Do you see that? And then we have four columns 

which are highway costs, and each of the four are highway 

accounts, is that correct - -  Intra - -  
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A No. Highway contract types. 

Q Highway contract types, thank you. Do you know if 

there is a subclass called 2C Periodicals? 

A It's a class. 

Q Okay, and going down the column we see 3C Single 

Piece, 3C CS - -  I assume Commercial Standard ECR and several 

other 3C categories. 

Can you explain why of the mail categories listed 

in your Table 10 the only category that is not divided into 

subclasses is 2C Periodicals? 

A Yes. That's in TRACS sampling we do not ask data 

collectors to record subclass level for periodical. 

MR. FELDMAN: Mr. Chairman, that concludes my 

cross examination. Thank you. 

CHAIRMAN GLEIMAN: Thank you, Mr. Feldman. I 

think we will take a couple minutes more than ten. We will 

come back at five after the hour. Thank you. 

[Recess. I 

CHAIRMAN GLEIMAN: Mr. Wells. 

MR. WELLS: Thank you, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. WELLS: 

Q For the record, I am Maxwell Wells, appearing on 

behalf of Florida Gift Fruit Shippers Association. 

Ms. Xie, the references I am going to make to your 
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interrogatory responses are to the Florida Gift Fruit 

Shippers interrogatories unless I indicate otherwise. 

Turn, if you will, to your answer to our 

Interrogatory Number 1. 

A Yes, I have it. 

Q There you say that you changed the sample 

allocations for Intra BMC. In your response to an MPA 

interrogatory you say that that is to alleviate a concern 

about the imbalance in the sample sizes between inbound and 

outbound routes. 

In your answer to our Interrogatory 15 you confirm 

that 51 percent of the samples for Intra BMC were on an 

inbound route and 4 9  percent on the outbound route. Would 

you qualify that as being applicable only for Quarters 3 and 

4? 

What were the percentages for Quarters 1 and 2 ?  

A I think you got an earlier version on the response 

for that question. We had errata filed I believe on May 

1st. That question, that answer for Question 8 is 

confirmed. Instead of confirmed -was a 

little confused when I answered this question. I was a 

little confused with Intra SCF versus the Intra BMC. 

For Intra SCF I changed allocation starting 

Quarter 3 but for Intra BMC that was the same for the whole 

year, so the answer here is confirmed. 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

(202) 8 4 2 - 0 0 3 4  



1 

2 

3 

4 

5 

6 

-. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

- 

6843 

Q So the Intra BMC percentages in your response to 

our Interrogatory 15 applied for the entire year? 

A Correct. 

Q In the development of your revised sample 

percentages, to what extent was their checking into account 

mail volumes on inbound and outbound routes? 

A It wasn't based on volume. 

Q Mail volumes were not taken into account at all? 

A For this particular change, change from R 9 7  to the 

current allocation, as I explained in my response to 

Interrogatory MPA Number 3, that change was made to 

alleviate a concern that was expressed in R91 about 

imbalance-sample size between inbound and outbound. h 

Back then I believe we sample more inbound - -  I 

can check that - -  but I believe we have a different 

proportion for inbound and outbound. 

Q But in selecting the revised allocation 

portions - -  

A No, the revised - -  

Q - -  you did not take into account any volume, mail 

volume ? 

A No, I didn't. 

Q Is your revised sample allocation percentages 

designed to eliminate the concern about an imbalance in 

sample sizes? 
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A It is not eliminate. I said alleviate the 

concern. 

Q Does your vehicle utilization factors shown in 

your response to Interrogatory 22 show that there is still a 

significant imbalance in mail volume between inbound and 

outbound routes? 

A In response to your Interrogatory 20? 

Q 22. 

A 22. That's the vehicle utilization table you are 

talking about. 

Q Well, your response, your table on Answer 22 shows 

that there is significantly greater utilization on the 

outbound movement than there is on the inbound movement, 

doesn't it? 

A I am not sure if I would use significantly but - -  

Q Well - -  

A - -  but the outbound is shown as higher vehicle 

utilization. 

Q If you look at Intra BMC Outbound for FACCAT - -  

F-A-C-C-A-T 4, it's 73 and for FACCAT 2, which is Inbound, 

it's 40. 

The difference between 40 and 73 is not 

significant in your mind? 

A What I mean "significant" is I haven't done any 

statistics study to see if those two estimates are at 95 
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significance levels - -  at 95 percent difference significance 
level or 90  percent significance level, so I agree. That's 

different. My outbound utilization is higher than the 

inbound. 

Q Why are your samples not greater for the outbound 

than for the inbound? 

A We are not to try to estimate volume here. 

Q You are trying to measure utilization of 

transportation facility, aren't you? 

A We are sampling the mail unloaded at each facility ,ms 
from truck. We are not counting the volume here. 'frttdc 

isn't designed to measure volume so I don't see the direct 

correlation here. 

Q And in selecting sample allocations, should the 

samples be taken with some positive relationship to mail 

volumes? 

A It's not that obvious to me. If I am not 

estimating volume how should volume play a role in the 

allocation? I don't see that. 

Q Well, if more mail moves on the outbound portion 

of the trip than moves on the inbound portion, the mail on 

the outbound portion does not have an equal chance of being 

sampled, does it? 
,'S rit 

A No, not necessarily. Our frame unit -the 

mail. Our frame unit is stop based and our outbound for 
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that particular strata you are talking about, the FACCAT 4, 

my outbound actually has more frame units than inbound, 

little more. 

Q Well, isn't the inbound 51 percent and the 

outbound 49 percent? 

A I haven't finished yet. Before that particular 

strata I have more frame unit in outbound than in inbound, 

but in the rest of the strata my total outbound frame unit 

is - -  let me see where I have that number. 

My point is that it's not the mere volume that we 

try to estimate. It's the cubic feet mile that we are 

estimating, so I really don't see why we need to allocate 

our sample based on volume. 

Q Are you not trying to develop a distribution key 

with allocation transportation costs based on the relative 

use of the transportation system by various subclasses of 

mail? 

A What did I say there? Let me refer to you 

specific interrogatory that I think I describe to you for 

the purpose of TRACS. 

We tried to produce a distribution key that 

reflect the utilization of cubic foot miles of vehicle 

capacity on the network by various classes and subclasses of 

mail. 

Q Well, do you believe that the allocation of 
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samples should be determined by the relative mail volume on 

inbound and outbound movements? 

A Not really. See, the allocation is something that 

affects the precision, but it doesn't affect the accuracy. 

As long as our expansion process reflect the 

selection probability, then what we estimate is a 

non-biased, our estimate is an unbiased estimate, as long as 

we reflect that selection probability. 

Q You say the expansion aspect eliminates the bias? 

A What I'm saying is that the expansion factor that 

I used reflects the selection probability. Therefore, the 
06)- b rss4 

result of that estimator produced is a --- is an 

unbiased estimator. 

Q How does the expansion factors that you employ 

reflect the sampling? 

A Oh, let me explain to you how does that work. 

See, if I have a thousand frame unit, then I select ten from 

that. My selection probability will be ten divided by a 

thousand, correct? 

And when out of the 100 - -  when I expand my data, 

I use the reciprocal of that one percent which is 1 0 0 .  I 

use that number to multiply every observation in that 

strata, then add them up to form my cubic foot mile 

estimates. 

Q Where is this step reflected in Library Reference 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

(202) 842-0034 



1 

2 

3 

4 

5 

6 

I 

_- 

8 

9 

1 0  

11 

1 2  

1 3  

1 4  

1 5  

1 6  

1 7  

1 8  

1 9  

2 0  

2 1  

22 

2 3  

2 4  

25  

- 

I 

6848  

5 2 ?  

A Oh, okay, let me point you there. If you turn to 

my page 2 2  of the Library Reference 5 2 ,  the Equation 1 3 .  Do 

you have that? 

Q All right. 

A Okay, do you see this distribution key is equal to 

the numerator and the denominator. On the numerator, do you 

see there's a W-H outside the parenthesis? That W-H is the 

expansion factor we use to reflect the selection 

probability. 

Q Well, give me a definition of W-H. 

A Oh, that's the strata weights, okay. That is 

defined in - -  

Q Page 22 under the distribution key, you referred 

me to the factor of W, small h. 

A Wh, yes. 

Q And what is that? 

A You read dewn: The strata weights is defined in OQ 

Equation 1 4 ,  which & the next page of my document. I hope 

that also shows the same page number, 2 3 ,  page number 2 3 .  

This strata weight is defined in this equation. 

Q Give me a verbal definition of Wh. 

A Wh, strata weight. W represents weight, h 

represents strata. We use h for strata. 

Q There in your line 1 4 ,  what is the Nh. 
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A I have two Nh here. Which one, little one or 

capital one or lower case one? 

Q The capital one. 

A Oh, that's my frame units? 

Q The what? 

A That the frame units, that's the total population 

count in that strata. 

Q And the small nh is what? 

A It's sample, number of tests we received. 

Q And how is it that you factor up or expand for the 

nature of the sample? 

A I didn't get that question. 

Q How is it that you expand the sample based on the 

sampling allocation? 

A Oh, as I said, this Wh reflects the selection 

probability. See, if observation has less chance to be 

selected for reasons either because they have a lot of frame 

units or because I didn't have a lot of sample, didn't take 

a lot of sample, so the chance for a particular observation 

to be selected in that strata may be smaller than another 

observation in another strata, let's say inbound versus 

outbound. 

And maybe my observation in inbound has less 

chance to be selected than the observation in outbound. 

Let's say, hypothetically, okay, then every observation in 
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inbound gets expanded larger. 

You know, it doesn't have a bigger chance to be 

selected. Once I hit it, I multiply by a larger number. 

Q A larger number of stop days inbound, and the 

number of stop days outbound, are essentially the same? 

A Actually, you bring up a very good question. I 

thought it would be similar if under a simple notation, you 

have one inbound out, you have one outbound come back. 

But when I look at the TRACS data, it wasn't like 

that. As a matter of fact, for the particular strata that 
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we were just talking about, let's say inbound, --BMC, _ .  
versus outbound when route go - -  

Q Comparing intra-BMC with inbound, and intra-BMC. 

A Excuse me, excuse me. I'm talking about inbound 

inter-BMC and outbound inter-BMC, that's right? Right? We 

are talking about that? 

Talk about those two strata. What I found is for 

one particular quarter, I have 700, about 700 - -  let's see 

which one that is. I like to give you exact. 

What I found is, I have 700 frame unit fqr 
4-r inbound, but I have about a thousand frame units fear 

outbound. So, you see,  there is at least 30 percent of this 

frame stops, stop days, in outbound, doesn't have its 

counterparts in inbound. -r 
So that tells me it ' s  notvflransportation network 
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seems not that simple&as if every trip has one inbound 

out, one outbound in. 

You know, I guess transportation network is much 

more complicated than that simple notion would imply it is. 

Q Well, if there are more strata in the outbound 

movement, why is it the sample allocation not greater for 

the outbound movement? 

A As I said, I'm notksampling the volume. The in 

_ -  

Q You're sampling the number of instances where 

sampling will occur; are you not? 

A For unit, you're saying I'm sampling the stop 

days, right? So your question is, if I have a thousand stop 

days in outbound, I have 700 stop days in inbound, I should 

allocate that way? I should say I give more, 30 percent 

more sample to outbound; is that what you're implying? 

Q You should have more sample allocations to the 

outbound movements; shouldn't you? 

A Not necessarily. 

Q If it's going to be a random selection, why 

wouldn't the random selection follow the number of stop days 

in each strata? 

A Okay, previously, you said I should follow the 

volume, now you say I should follow the frame unit. But I 

tell you, neither of them are the critical criteria for 
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allocating sample. 

A sample allocation, an efficient sample 

allocation minimized the variation, minimized the variance, 

and under constraint of the cost constraint, so that's what 

most efficient allocation does. 

But the fact is, you know, how do you estimate the 

variance, how do you consider the costs? There's those 

things that we have to figure out in order for us to say if 

this allocation is the efficient one. 

So we are goy&o do evaluation on TRACS design, 
be+&. as I indicated earlier n FY2001, and that time we will 4 A 

definitely look into our allocation to evaluate if that is 

the most efficient allocation. 

Now, I'm pretty much sure they considered variance 

in the initial design, but how did that it was - -  how did 

that counted - -  I haven't figured out yet. 

I think it's really important issue for us to look  

into when we do the sample evaluation, when we do the 

evaluation of T m C S  design. 

But, again, it's not definitebthe volume or the 

number of frame unit that will decide where we should 

allocate our sample. 

Q Well, what factors did you consider in making the 

changes that you made in the sample allocation? 

A For Intra BMC? 
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Q For Intra BMC. 

A Intra BMC? As I explained, it is the concern of 

imbalanced sample between inbound and outbound that we used 

in R97 seems not very intuitive why we should have this 

imbalanced sample, so we figure, well, it seems more 

reasonable for us to make it more balanced, but anyway we 
re-fled it 

know, it's - -  either way, the old way or new way wouldn't 

cause any bias. It's an efficiency issue which way is 

better or which way is the best, it is subject to further 

study. 

in our expansion, as I explained to you, so, you 

Q Well, I understand that the reason that you 

changed your sample allocations was to alleviate this 

concern about imbalance. My question was in arriving at 

your new sample allocation percentages what factors did you 

take into account to establish your new percentages? 

MR. HOLLIES: Objection. Asked and answered 

twice. 

MR. WELLS: I believe it has been asked before but 

not answered, Your Honor. 

CHAIRMAN GLEIMAN: Well, let's get the answer one 

more time if it has been answered before, okay? 

THE WITNESS: For Intra BMC? 

BY MR. WELLS: 

Q For Intra BMC - -  
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A Yes. 

Q - -  inbound and outbound. 

A Right. The concern is to - -  the purpose of that 

revision, that change, is to alleviate the concern. 

Q But there were no specific - -  you didn't consider 
the number of stop days inbound and outbound? Correct? 

A No. 

Q You didn't consider mail volume? 

A No. 

Q What factors did you consider in establishing the 

new percentages? 

A Historical precedents and the concern of 

imbalanced allocation. 

Q These new numbers are just drawn out of the air 

with no factors to evaluate them? 

A It's not out of air. If you look at that 
b It allocation we have - -  we about the same amount inbound tests 

versus the outbound tests now. 
4 

Q You have more inbound, don't you? 

A A little bit. 

Q 51 percent versus 49 percent. 

A Right, right, because I have three stratas, I have 

three stratum in inbound. I only have two in outbound. 

That is why a little more. 

Q But there are no - -  you didn't consider volume, 
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you didn't consider stop days. Did you consider vehicle 

utilization? 

A No. 

Q Did you consider any factor, any concrete factor 

in establishing the new percentages? 

A I told you this - -  most of those allocations were 

based on historical number. I believe when they established 

those numbers, those allocations, they had their reason. 

They did a study. 

Now for this particular case, for Intra BMC case, 

it looks  a little bit imbalanced, so we made it more 

balanced. That is the only improvement that we did, and as 

I said, we will look  into it in FY 2001 when we do our TRACS 

evaluation. At that time we probably can develop some rigid 

mathematic formula to say how many should be allocated to 

each strata, but now I have to say that is the base for the 

allocation. 

Q Turn, if you will, to your response to 

Interrogatory Number 5 .  

A Yes, I have it. 

COMMISSIONER LeBLANC: Mr. Wells, that's Florida 

Gift Fruit Shippers Number 5? 

MR. WELLS: Florida Gift Fruit Shippers. All my 

references are Florida Gift Fruit Shippers interrogatory 

responses unless I indicate to the contrary. 
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BY MR. WELLS: 

Q In your response, you distinguish between cubic 

foot miles and expanded cubic foot miles. Please explain 

the difference between cubic foot miles and expanded cubic 

foot miles? 

A Expanded means I used that equation we just talked 

about, that - -  I used that number, instead of the data that 

are collected. 

and add together4represent the universe. 

rc+xJi i  
So it is fully expanded to*& strata 
4- 

Q Well, is the expansion procedure that is described 

in Library Reference 5 2 ?  

A Yeah. Yeah. 

Q To expand for the unutilized space in the 

container and the unutilized space in the vehicle? 

A Yes. 

Q All right. Well, is the expanded cubic foot mile 

the measure of the utilization of the vehicle capacity 

rather than the measure of the mail utilizing the vehicle? 

A We consider that as same notion, the utilization 

of the vehicle capacity, that includes empty space. 

Q Well, what you are doing is you are allocating the 

vehicle capacity entirely to the mail that is sampled? 

A The mail on the vehicle. 

Q The mail on the vehicle. 

A Uh-huh. 
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THE REPORTER: Is that yes? 

THE WITNESS: Yes. 

BY MR. WELLS: 

Q So that the mail on a vehicle that is 90 percent 

utilized is different from mail on a vehicle that is 10 

percent utilized, is that right? 

A Holding everything else constant, then the percent 

of empty does play a role. 

Q All right. 

A Yes. 

Q In the expansion process, will the cubic foot 

miles of a parcel sample from a fully utilized vehicle be 

the same as a parcel of the same size sampled from a 

partially utilized vehicle, assuming the distance traveled 

to be the same for both parcels? 

A We have to assume more than that. What else on 

the vehicle? 

Q Assuming everything else is the same. You have 

the cubic foot miles of the sampled parcel from a 100 

percent utilized vehicle and a similar parcel of the same 

size sampled from a partially utilized vehicle. Will the 

cubic foot miles be the same? 

A The expanded cubic foot mile, that is what you are 

asking? 

Q I am asking will the cubic foot mile be the same? 
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A For that particular parcel? 

Q Yes. 

A Before expanding? 

Q Yes. 

A If it is - -  if the parcel has the same weight, 

same miles, yes. 

Q The actual cubic foot miles of the two parcels 

would be the same? 

A Correct. 

Q Will the expanded cubic foot miles be the same? 

A That depends. 

Q Well, what does it depend on? 

A As I said, it depends on the strata weights. If 

they are in different strata, then you have different strata 

weights. 

Q What is the strata weight? 4 

I .  A Oh, that is the one I told you*-He-WiG/hls WH 

strata weights, that reflects selection probability. 

Q That is just the selection probability? 

A Yeah, that also take into account, when I say 

expanded, that factor got multiplied, too. If you look at 

my formula in that summary, you will see that is reflected. 

Now, if that is different, of course, the expansion would be 

different. The expanded number would be different. 

Now, if the percent of empty is different, the 
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40 
expanded,* cubic foot mile will be different, too. 

Q And it would be greater, the lower the 

utilization, the greater the expansion, is that right? 

A The larger the percent of empty, then the larger 

of the expanded value if the strata weight is same. 

Q Turn to your response to our Number 8. 

A Okay. Let me see. Uh-huh. Yes. 

Q For the purpose of developing the distribution 

key, will the cubic feet of each parcel sample be the same 

regardless of the utilization of the vehicle? 

A Is that Number 8? 

Q Eight. 

A Eight, right. Yes, I said it will record 

different vehicle utilization, but it will reflect the same 

cubic s i l e .  Mail information, the mile is 
cnnh 

I -- 
different, right, so the mail information. A 

Q If we have two parcels identical in weight, size 

and shape, will the recorded cubic feet for each parcel be 

the same? 

A Yeah, first of all, we do not record cubic feet, 

we record weight, right. 

Q You record - -  will the weight of those two parcels 

be the same? 
va&&l5 

A Yeah. Right. Same. Same. And if it.& 

will be same, the mile would be same, if they are same 
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distance, if they have the same distance, correct. 

Q If the weight is the same, will the calculated 

cubic feet be the same? 

A Based on the density factor, yes. 

Q You will use the same density factor for the same 

kind of parcel, don't you? 

A Y e s .  Yeah. Yeah. I should, right, yes. Of 

course. 

Q So if the weight is the same, the cubic feet of 

the two parcels would be the same? 

A Uh-huh. 

THE REPORTER: That's a yes? 

THE WITNESS: Yes. I'm sorry. Yes. 

BY MR. WELLS: 

Q For the purpose of developing the distribution 

key, will the cubic feet of each of these two parcels be the 

same regardless of the utilization of the vehicle? 

A The cubic feet of the parcel, expanded cubic feet 

you are talking about now? 

Q No, I am asking you will the cubic feet of the 

parcel sample be the same regardless of utilization? 

A Before expansion? 

Q The recorded cubic - -  the recorded weight and 

converted cubic feet of each of those two parcels, will it 

be the same? 
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A Yes. 

Q Does the expansion to reflect vehicle utilization 

change the cubic feet of the sampled mail? 

A Yes. 

Q It makes it larger, correct? 

A If it has the larger empty space, it makes it 

larger, yes. 

Q Well, whether it is 80 percent or 50 percent, in 

either case it will make the recorded data larger? 

A Yes. 

Q And it is this larger number that is taken into 

account in your development of the distribution key? 

A Yes. 

Q Turn to your response to Number 9 - -  

A Yes, I have it. 

Q In the response you use two terms, "stratum 

weight" and "strata" - -  would you provide a definition or 

meaning for each of these two te ms7 & '  the term you refer to. A Well, I haven't 

Q Under "b" in the second line you use the term 

"stratum weight. '' 

A I see it. Oh, then I say clearly they are in 

different strata. 

You want me to define strata weight? 

Q What is a strata? 
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A I'm sorry? 

Q What is a strata? 

A Oh, strata is what we define at my Library 

Reference, page - -  actually I think you are familiar with 

that concept - -  at my Library Reference, page 8, table 2 ,  

for Intra BMC we have inbound BMC strata, inbound SCF 

strata, inbound Other strata and outbound SCF strata, 

outbound Other strata. 

Those are the five strata under Inbound BMC. That 

is what I am talking about a strata. 

Q The strata is the identification of the direction 

of the movement and the type of facility at which the sample 

is taken? 

A Strata is defined based on the trip direction and 

type of facility - -  

Q All right. 

A - -  for Intra BMC. 

Q So that is what strata means? 

A Yes. 

Q What does stratum weight mean? 

A Oh, the stratum weight is the reciprocal of the 

selection probability for the sample in that strata. 

Q In your selection you are selecting 4 1  percent on 

the inbound movement at a BMC. The stratum weight is 5 9  

percent? 
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A No. No, stratum weight is developed by the total 

number of frame units divided by the sample. That is what I 

explained to you back then in my Equation 1 4  of Library 

Reference 52. That is how strata weight is calculated. 

Q In my Interrogatory Number 9, I spoke about two 

different parcels with 150 miles each way, single stop, and 

there is a 10 percent empty factor and an 80 percent empty 

factor. There's one single bedload of parcel, one cubic 

feet inside included in the TRACS sample at each 

destination. 

Will the recorded weight mail category and item 

type for each of the two samples be the same? 

A Yes. 

Q Will the same density factors be used to determine 

cubic feet for each of the two parcels? 

A Yes. 

Q Will the same mileage be used for each of the two 

parcels to determine cubic foot amounts? 

A Yes. 

Q Will the same cubic foot miles be determined for 

each of the two parcels for use in determining the 

distribution key? 

A No. Not necessarily. 

Q That is because of your expansion formula? 

A Because - -  the expansion formula, yes, you can say 
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that. The exDansion formula took into consideration of the 1 
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L w strataAweight what else unloaded from the truck, et cetera, 

and vehicle empty space, if I think that is what you are 

interested. 

As I explained in the table as a part of a 

response to your Question Number 9 ,  I gave you one 

particular example that expansion, the expanded cubic foot 

mile can be one way or the other. 

Q I am going to ask you about that. 

A Oh, okay. 

Q Looking at the table, the stratum weights inbound 

is 700 and outbound is 1000. What is the source of those 

two numbers? 

A Those actually I took from my Z Expansion Program. 

It is very close to true number though. I just round it to, 

in order for me to answer this interrogatory I round it to a 

whole number. 

Q Well, how do you calculate a stratum weight 700 

for inbound? 

A Oh, because I have - -  you know, you can actually 

go back and look at your Library Reference, the CDS that I 

provided. That number, you can see that number in one of 

the printouts. 

In one of the printouts I gave you a table for 

strata weights by contract type. Now let me pick a 
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particular - -  

Q Now where is this? 

A That is in my Library Reference, LR I52 CD. It is 

not in hard copy though. It is the - -  it is an electronic 

file. It is a log for expansion process. 

Q I understand. 

A Yes. 

Q Which log is it in? You have got four of them in 

it. 

A Oh, okay. I just picked a quarter. I picked the 

Quarter 4 - -  you know, you just pick the Quarter 4 - -  you 

know, you just pick a Quarter 4. Let me tell you what is 

that file named so you can check later if you wish. 

Okay, if you turn back to my Library Reference 52, 

page 38, I have Appendix 4 listed source code and data on CD 

ROM. Then keep going, and look at the description column. 

Q This is page what? 

A Thirty-eight. 

Q All right. 

A Do you have it? 

Q I have it. 

A Yes, keep looking down to the end. There's a 

description called-eEff logs of expansion; do you see that? 
SX5 

Q I see it. 

A Okay, now, the file name is highway/logs/expand. 
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Q Right. 

A The file name has a Z-E-X-P, little q there, that 

little q represents quarters. So if you look at your 

electronic file Z Expand 4 , -  this directory, you would 

see the report that I'm talking about. 

if7 

Q And where in Z Expand 4 would I find it? 

A What I'm saying is ,  if you go look for that file 

Q I have that printout here. 

A Oh, okay. 

Q Now, tell me where I find it. 

A Page 11 of that file. I'm talking about printout 

of page 11, okay? It's not  the log. It looks like this. 

Q Have you got a line number reference there? 

A There's 11 on the right-hand side. Do you want me 

to find that f o r  you? I can do that if you hand me the 

printout. 

Q Does the number, 700 appear? 

A Okay, now, do you find that table called Contract 

Type Equal to r!@&BMC? The first table is - BMC , 

-SCF; the third one is intra-BMC iktm second Table is 

Q Intra-BMC? 

A Correct. 

Q All right, I have it. 

A Okay, look  at the strata weight, which is on the 
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1 right-hand side. Do you see, under that column, the FACCAT 

2 has 760.65? Do you want me to find that for you? 

3 Q Well, the last column on this is mail in. 

4 A I don't think---Okay, turn back a page. I know 

5 what you're talking aboutt-Turn back one page. 

6 Q That's con type inter-SCF. 

7 A Yes, yes, correct, and then keep moving down, 

8 inter-SCF, and then inter-BMC; do you see the third, the 

9 third panel? This is the first one inter-BMC; second is 

- 

10 inter-SCF; the third one is intra-BMC; do you see that one? 

11 Q Well, I see an inter-BMC, but I don't see a 

12 number, 700. 

13 A Oh, 7 6 0 . 6 5 .  Just round it. 

1 4  Q .65? 

15 A Do 800 or 700, but does that - -  we're talking 

16 about a hypothetical example I just took a hypothetical 

17 number, but the resemble closely with the true number. 

18 Do you see that first line is 760, and then the 

19 fourth line, which is the FCCAT equal to four, showed 1,077. 

20 So I took 700 and the one thousand to answer this 

21 interrogatory. 

22 A s  I said, it's an approximate number, a rounded 

23 number. 

24 Q We obviously are looking at different printouts of 

25 this same thing. 

- 
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A Do you want to show me what page that you are? 

MR. WELLS: Mr. Chairman, I wonder if during the 

lunch recess, I might be able to work this out with the 

Postal Service counsel? 

CHAIRMAN GLEIMAN: That's one possibility. The 

other possibility is that you could approach the witness now 

and let her see what it is that you're looking at, and maybe 

you can reconcile your differences and finish up before we 

go to lunch. 

MR. WELLS: Very good, thank you. 

[Pause. I 

THE WITNESS: Oh, your page is totally different. 

That is why we cannot speak same language here. The 

printout is totally different. Intra-BMC, 760. That is 

what I am referring to, yeah. 

CHAIRMAN GLEIMAN: Are we ready to proceed now? 

MR. WELLS: I am. Thank you, Mr. Chairman. 

BY MR. WELLS: 

Q What you are referring to a printout under a title 

"CON Type Intra-BMC," and for FACCAT1, you have got a strata 

weight of 760.65. 

A Correct. 

Q And under FACCAT4, you have a strata weight of 

1077.09. 

A Correct. But that number varies by quarter, 
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though, I am just picking up one quarter to show you. 

Q I understand. Now, what is the numbers in, what 

is that, sample count, the third column? 

A SAMPCNT? 

Q Right. 

A Okay. That is the number of tests we received. 

Q The count of the number of tests? 

A Correct. 

Q And what is the next column, frame count? 

A Right. 

Q And what is the frame? 

A Frame is our stop days. 

Q Total stop days? 

A Uh-huh. 

THE REPORTER: That's a yes? 

THE WITNESS: Yes. 

BY MR. WELLS: 

Q And strata weight is frame count divided by sample 

count? 

A Correct. 

Q Referring back to your table, in response to 

Number 9. 

A Yes, I have it. 

Q The third from the bottom line. Parcel cubic feet 

expanded to the stratum. You have got a number of 3 5 0 0  in 
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there. 

A Right. 

Q How is that number calculated? 

A Oh. It is 50 multiplied by 700, I guess I miss a 

zero here, but that doesn't - -  

Q What is the 50? 

A 50 is the parcel after it is expanded to truck 

capacity. 

Q You mean we have a one cubic foot parcel that is 

expanded to 50 cubic feet, is that right? 

A Uh-huh. Uh-huh. 

Q And it is further expanded to 35 - -  

THE REPORTER: That's a yes? 

THE WITNESS: Yes. Yes. I'm sorry. 

BY MR. WELLS: 

Q 3500 cubic feet? 

A Yes. 

Q And it is further expanded to 5,250,000 cubic 

feet? 

A Yes. 

Q So this one cubic foot parcel is now 5 million 

cubic feet? 

A Yes. 

Q And that is the number that is taken into account 

in developing the distribution key? 
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A Correct. Because, remember, we only take sample, 

right. And if the universe is much bigger than what we 

sampled, so we have to expand it back to the universe. That 

is what the beauty of sampling. Otherwise, you have to stop 

mail, count everything. 

Q All right. Turn to your response to Number 1 2 .  

And your response there says the data collector will select 

a total of eight parcels and sacks. 

A Uh-huh. 

Q How does the data collector determine how many 

parcels are to be selected? 

A As I answered here, I cite the number f o r  sacks 

and parcels are selected in proportion to their presence on 

the vehicle. 

Q And how does the data collector determine the 

relative proportion of sacks and parcels on the vehicle? 

A That is part of the utilization, the record. 

Remember, when data collector perform a TRACS test, highway 

TRACS test, they get into the vehicle, they look at the 

floor utilization by where the containers, by pallets, by 

loose parcel - -  I'm sorry, by loose sacks, then by loose 

other items and by loose Express Mail. They recorded those 

five percentages. 

Q Now, a vehicle backs up to the dock to be unloaded 

at a point where sampling will occur, and the only items on 
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this vehicle are sacks and loose parcels. 

A Okay. 

Q Now, without counting the parcels, and without 

counting the sacks, how the data collector determine the 

relative proportion of each that are on the vehicle? 

A That is described in our handbook. What is the 

number of Library Reference? 

Q In Library Reference 16? 

A In this handbook for cost system, right. I have 

to remember exact number, 65. Handbook 6 5 ,  the Library 

Reference number is 18. 

Q All right. 

A Yeah. That is explained in the handbook, but, you 

know, I can explain to you what they are supposed to, they 

get into the vehicle, look  at the floor space that sacks 

takes and the parcel takes, parcel with something else, not 

just parcel, parcel is together with other loose. But sack 

is separate. So, if, on this particular vehicle, you only 

have sacks and a parcel, they are going to look at how much 

floor space each of them is taken and then record that 

percentage. 

Q Right. When you say relative proportion of each 

in the vehicle, you mean there relative floor space of the 

vehicle occupied by each? 

A Did I say relative or just say proportion? It is 
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the proportion of the vehicle floor space they each take. 

Q Right. So that if sacks are stacked up several 

high and parcels are loaded on the floor of the truck, 

singly, parcels take up more floor space, is that right? 

A What is that again? Sacks stack high and parcels 

spread on the floor? 

Q Yes. 

A That is the case. Well, it depends on how much 

they spread out. If they take half of the truck space, then 

it will be recorded 50. Then sack would be recorded another 

50. It is really depending on how they are put on the 

truck, how the parcel and the sacks get loaded on the truck. 

Q Well, if they unload for sampling, 20 parcels and 

20 sacks, how many of each is selected? 

A Now, let me say only thing they 

parcel, right, nothing else? 

Q The only thing on the vehicle is sacks and 

parcels. 

A Okay, all right. 

Q And the only thing unloaded is sacks and parcels, 

and the only thing to be sampled were sacks and parcels? 

A Okay. 

Q How many sacks and how many parcels are to be 

sampled? 
hfl rosa&! {Pfl 

A Depending on the percentage kad-an the vehicle, 
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if they each take half space, then four and four, then four 

parcels were be sampled, four sacks will be sampled. 

Q You mean the number of each to be selected is 

dependent upon the vehicle floor space occupied by each mail 

category? 

A Not a mail category. 

Q Each type of loose parcel or sack? 

A Yes. 

Q Turn to your number 1 4 .  

A I have it. 

Q A sack is unloaded from a vehicle. And or any 

container is unloaded from the vehicle, and it's full of 

Standard A and Standard B parcels. 

How does the data collector determine the 

proportion of container space occupied by each without an 

actual count of the items? 

A Let me get that right. Container unloaded from 

the vehicle, inside the container what do we have again? 

Q A container full of Standard A and Standard B 

parcels. 

A It's filled up with Standard A and Standard B 

parcel? 

Q Standard A and Standard B parcels are mixed 

together and put into a container. How does a data 

collector determine the proportion of container space 
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occupied by each? 

A Okay. The percent container taken by is not for 

class. In that particular case, if you are saying Standard 

A is also parcels, Standard B, also parcel, if the whole 

container contains parcel, nothing else - -  

Q Standard A parcels or what used to be called Third 

Class, Standard B parcels are now what used to be Fourth 

Class. 

A Okay. Okay, that's the rate category, right, but 
-RWS U doesn't go with a rate category when they record a 
percent 

The percentage is based on item type. What we 
-r Wr 

have - -  we have &&+?definition for I&& item type. 

Loose piece is considered as one item type. So in 

that particular case, if the Standard A parcel is a loose 

piece, and the Standard B parcel is also loose piece, you 

know, not in sack, if they loose in container - -  

Q They're in a container. 

A Yes, they're in a container, but are they in sack, 

though? 

Q No. 

A NO, they are not in sack, so they are loose. If 
lhlt 

11 only record one hundred percent, if 

the container, then we record one 

hundred percent loose piece. 
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So the percentage, to answer this question, that's 

a hundred percent for loose piece. 

Q So, in this particular example, if the container 

holds Standard A parcels and Standard B parcels, they would 

take one of each f o r  sample? 

A No. 

Q How many Standard A parcels would the collector 

select? 

A If they are all parcels - -  

Q They're all parcels. 

A Yes, they take one. 

Q They take one? 

A The data collector would take one, for each item 

type they only take one. 

Q Well, item type being a parcel or category? 

A Loose piece. That includes loose parcel. 

Q Right. So this container is full of parcels. 

Some of them are Standard A and some of them are Standard B, 

and the data collector would only select one? 

A Unless there's a sack, unless - -  

Q There's no sack, just loose. 

A Yes, if it's just loose, they only do one. They 

only select one. 

Q And the sample would then reflect the data 

recorded on that one parcel? 
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A Yes. 

Q Then how would it be expanded to the container 

size? 

A Oh, then it just take the container cubic feet. 

Q All right, so if it was full, if that one parcel 

that was selected and picked up by the data collector, 

happened to be a Standard B Parcel Post, he would record 

that for the entire container as being all Standard B? 

A He wouldn't record. He would record one piece, 

Standard B, and 100 percent for container is filled up with 

loose piece. 

And when I expand data, I will expand that to the 

whole container. 

Q So it's just a matter of happenstance as to what 

the data picks up out of that container, and if the 

container held 95 percent Standard A and five percent 

Standard E, and he happened to pick up a Standard B parcel, 

the entire container would be attributed to Standard B; is 

that right? 

A If it's 95 percent Standard B and only five 

percent Standard A, the chance is 95 percent of the time, 

the data collector probably picked that Standard - -  what is 

that one? 

Whichever has larger percentage, he may pick that 

one, but it's possible he picked the other one. It's random 

,- 
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thousands of samples in a quarter. 

So in this particular test, he may pick up 

Standard A. In another test, another data collector may 

pick a Standard B. 

So it's random. You remember TRACS test is quite 

difficult, as if the mail always moving, and, you know, you 

have to develop a sampling scheme that can get reasonably 

accurate data, but without significantly delaying the mail. 

And we tell them to sample five containers, eight 

loose item, &Express Mail items. 

Now, for each container, you know, if we tell them 

count every piece in the container, first of all, I don't 

know what I'm going to use that piece information for, 

because I don't expand - -  I don't get piece - -  I don't need 

the piece information to develop my distribution key. 

Again, it would take hours for them to count every 

piece in the container. Now you have five containers. 

It's, to me, that's why we use sampling. 

Q Now, turn to your response to Number 16. 

A Okay. Yes, I have it. 

Q Now, assume, if you will, that a wheel container 

is being returned to the BMC and it contains a single piece 

of mail on the inbound movement. 

Will the recorded cubic feet of that parcel be the 
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same as the cubic feet of a bed-loaded parcel of the same 

size and weight? 

A The calculated cubic feet will be same. 

Q The parcel that was in the container will be 

expanded to the size of the container; won't it? 

A It will. 

Q But the size of the bed-loaded piece will not be 

expanded to the size of a container? 

A It will get expanded to the vehicle capacity taken 
It by that group of item./JCrould be loose item. 

Q Well, the expanded container will also be expanded 

to the vehicle capacity; won't it? 

A Yes, to the percent of container that takes. 

Q Is the selection and size of the container made by 

the Postal Service or the mailer? 

A I would think if it is a postal operation then the 

Postal decide the container. If it is mailer operation, 

mailer decides container. You are talking about at the 

postal facility? 

Q If they have to get a container back to the EMC, 

they are going to send it with whatever mail is available, 

won't they? 

A Okay. 

Q Well, explain why mail that is transported in a 

container which is only partially full should be charged 
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with the unused space in the container? 

A If that container is taken, you cannot add more 

mail into that container. I think that was discussed in 

R97, our Postal Witness John Pickett's rebuttal testimony, 

why mail in the container should be expanded to the 

container capacity and actually I think this question is 

redirected to Dr. Bradley and he answered in his response to 

this question as well. 

Q And my question to you is a mailer sticks a parcel 

in the mail and it's transported. Why should the mailer be 

charged with cubic feet that he didn't send? 

A You know, TRACS uses assumption that what in the 

container shared container space, what on the truck shares 

the truck space. 

Q Well, the container shares the truck space too. 

A Right, so, you know, whatever mail on the truck 

shares the whole truck capacity. 

Q Well, are we trying to distribute capacity or are 

we trying to distribute based on mail use? 

A The capacity is what we paid for, right? 

Q And my question is in your distribution key are 

you trying to distribute the entire cost or are you trying 

to distribute according to the cubic feet of mail? 

A I distribute utilization of the vehicle capacity. 

That includes empty space, but that distribution is based on 
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the mail. 

Q Turning to your response to Number 17 - -  

A Yes, I have it. 

Q - -  and your response there says that Inter SCF 

contract, quote, "occasionally" have BMC stops. 

A Yes. 

Q Can you quantify "occasionally"? 

A Well, I mean we found it in our frame units. They 

are part of the frame so I have to sample them. 

Q Well, that means five times or 50 times or how 

many stops at a BMC does an SCF, Inter SCF contract utilize? 

A You mean the number of frame units? 

Q I am talking about the number of stops at a BMC on 

an Inter SCF contract. 

A I can find that for you. At the same page that I 

referred to earlier, the same printout, and the title of 

Strata Weight for Inter SCF I also show the frame count for 

the stops at BMC under Inter SCF. 

Let me double-check. Yes. The Strata 1 is the 

BMC's on the Inter SCF. That frame count tells you how many 

frame units we have under that strata. It is over 22,000 in 

that particular quarter. 

Q Out of 1.177 million? 

A I'm sorry? 

Q 22,000 out of 1.177 
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A Correct. 

Q Well, 5 percent of the total would be 55,000, is 

that right? 

A Yes, but this 5 percent isn't exactly the frame 

proportion. 

Q Two percent of the stops were at BMC but you 

sample, 5 percent of your samples come from the BMC. Now 

where did the 5 percent come from? 

A That number again is the number used exactly in 

R97 and even previously. I didn't change that number. The 

number is small. 

Q Did you try to substantiate the validity of the 

percentage? 

A Well, as I said, we haven't gone through the 

thorough review on allocation for TRACS. In that particular 

example 5 percent, should that be - -  5 percent is allocated 

to that strata, should that be 2 percent just to match this, 

or should it be 6 percent or I percent? At this point I 

cannot answer you because I haven't studied yet to know what 

is the most efficient allocation, but again the strata 

weight reflects a selection probability so that the data 

observations that are collected under that strata will be 

properly expanded to reflect that selection probability. 

Then our estimates again is not biased. 

Q So your justification for having 5 percent of the 
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samples taken at BMCs on Inter SCF contracts is that is the 

way they have done it before? 

A They have done it before, right. I haven't 

reviewed - -  I haven't studied thoroughly to see if that 

number should be changed or not. 

Q Turn to number 1 8 ,  if you will. 

A Sure. 

Q In your response to part (b), down about the third 

sentence, you say the result is then multiplied by the 

number of items in the container to obtain the unadjusted 

cubic feet of all items with the same item type. There, 

item type refers to mail code; is that correct? 

A No. I'll try to find you a definition where I 

provided item type. 

[Pause. I 

I believe in the response to your question number 

13, I defined item types here. Item type is the type of 

item classified by the following item type: express item, 

non-express sack or pouch, envelope ?.&ed, half -size envelope 
, flat or box, loose parcel or piece, CON-CONS, 

rG 5 

#A5 
bundle and other. 

Q Now, refer, if you will, here, to this sentence 

that I read to you. In the sampling process described here, 

the data collector would record the weight of the sampled 

piece. 
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A Are we still on question 18 or somewhere else? 

Q Eighteen. 

A Eighteen. Your question again? I'm sorry, I was 

trying to find the - -  

Q When the data collector receives this container to 

be sampled, he records the weight of the sampled mail. Is 

that right? 

A They count the number of the items - -  

Q He counts them? 

A Is that a particular interrogatory asking for that 

particular question? The preference is for data collector 

to give me the percentage instead of number. That's the 

preference. But if you ask this particular sentence where I 

say data collector sometimes count the number of items in a 

container - -  

Q Well, in the sentence before that, it says the 

first step is to calculate the cubic feet for the sampled 

item based on the recorded mail weight and density factor. 

That result, the cubic feet, - -  

A Oh, okay. I see. 

Q - -  is multiplied by the number of items in the 

container to obtain the unadjusted cubic feet for all items 

with the same item type. 

A Uh-huh. 

Q Now, how is the multiplication process 
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accomplished by the number of items in the container if the 

data collector does not count the items? 

A This is talking about when data collector did not 

give me the percent, instead they gave me the count, they 

gave me the number. See, I would prefer they tell me the 

percent, but if, really, they are in a situation that 

counting the number is easier - -  let's say they find that 

there is only one sack - -  or what is it you talked about? 
You didn't say which particular item, right? And they could 

record one for me, or they find two sacks or two parcels, 

they could record two. If they did that, that's what I will 

be doing. If they give me the percentage, then I don't need 

this whole thing. Because they didn't give me the 

percentage, so I had to impute, to use your word, I have to 

impute cubic feet based on the number of items. 

Q How do you determine the number of items if the 

data collector doesn't count the contents of the container? 

A In that particular case, they counted, they 

counted two, then they write a two there, they enter two. 

That's for - -  this is just for that special situation. Most 

of the time, they do not count, right, but under certain 

circumstances, you know, they just count it, they give me a 

number. Then based on that number, then I calculate the 

cubic feet based on the number of items they entered and the 

weight and the class of that mail piece. 
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Q The data collector samples the weight - -  

A Data collector - -  

Q They sample - -  the data collector records the 

weight of the sampled mail piece; is that correct? 

A He does, yes. 

Q All right. Now, is that weight then multiplied to 

- -  up to the size of the container? 

A No. That weight then multiplied by the density 

factor, that becomes the cubic feet of that sampled mail, 

right? And then in that particular case, because they 

didn't give me cubic feet, didn't give me percent, what I do 

is I multiply that by the total number they told me, and 

then I got the total cubic for that type of item. 

Q In the Form C data that's included in the library 

reference 52 CD, it's got a column entitled WT. I assume 

that's weight; is that correct? 

A For containerized - -  

Q If it's Form 3C, that relates to container, right? 

A Oh, C. I'm sorry. You are talking about Table 

8C? Oh, you're talking about Form 3C. Oh, okay. That's 

the table 8B as in boy, 8B containers. Now, that WT is the 

net weight of the mail they record, correct. 

Q That's the recorded weight of the sample mail? 

A Correct. 

Q And if it's in a container, is that weight then 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

(202) 8 4 2 - 0 0 3 4  



I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

1 3  

- 1 4  

1 5  

1 6  

1 7  

1 8  

1 9  

2 0  

2 1  

2 2  

23 

2 4  

25  

6 8 8 7  

multiplied? 

A If it's in a container, that weight - -  actually, 

it doesn't matter if it's in a container or not - -  that 

weight will be multiplied by the density factor. 

Q And that is then multiplied by the number of items 

in the container? 

A So that particular example they're talking about, 

if they gave me the number of the items in the container, 

then 1'11 multiply that by the number of items in the 

container, yes. 

Q If they gave you the number of items, then the 

number that would appear in the WT column would be the 

combined weight? 

A No. No. No. 

Q So any mail that's sampled from a container, the 

weight shown i s  the weight of one piece out of that 

container? 

A No. If it's loose piece, then that's one piece, 

but if that isn't a loose piece, if that is in a letter tray 

_ _  

Q If a container contains solely - -  

A Loose pieces. 

Q - -  packages - -  

A Okay. 

Q - -  that have been sorted into that container at 
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the BMC, they're not in any kind of a container, they sample 

one piece out of it, right? 

A If it's a loose piece, they sample one piece. So 

that weight is associated with that piece. 

Q And there's no way to tell how many pieces of that 

sampled mail were actually in a container. 

A Normally, no. But under certain circumstances, as 

I explained, data collector could give me the number instead 

of the percentage. So there are two parallel ways - -  two 

possible ways data collector can record that information for 

me. One way is the preferred way: I ask them to give me 

the percentage of the container space taken up by that loose 

parcel or loose piece. Then the other way is the 

compromised way: They give me the number of that loose 

item. So when they give me the number, I multiply by number 

to calculate the cubic feet of that item type, which would 

be the loose item type, then I adjust it with other types in 

the container to the container capacity. 

Q I f  the collector actually counts the pieces, where 

does this count appear in the printout of Form 3C? 

A Oh. N-0-I-T-E-M-S, that's the variable - -  numbers 

of items in the container, the same type of items in the 

container. 

Q But if you got - -  that's N-0-I-T-E-M-S? 

A Uh-huh. 
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Q If the number appears there is zero, what does 

that mean? 

A Either missing or zero means they gave me the 

percentage instead of gave me the count. As I said, I 

prefer they gave me zero or - -  

Q Well, what's - -  

A - -  empty. 
Q - -  in the column P-E-R-C-0-N? 

A Yes. That's the one I prefer to get. 

Q That's the percentage in the container. 

A Right. See, if you do not have the NOITEMS, you 

would have PERCONT. 

Q All right. And if there is an entry under 

NOITEMS, number of items, that number would be multiplied by 

the amount in the WT column to get the total weight? 

A And multiply them by density factor to get total 

Q By the density factor - -  

A Uh-huh. 

Q - -  and by the number. 

A Uh-huh. But then it's not done yet, because, you 

know, after that, I further adjusted to the container 

capacity, okay? See, you know, because that's the estimated 

number, right? Let's assume I have ten parcels. They have 

different weight. And I - -  data collector - -  oh, ten - -  
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1 usually they give me percentages. It's not a good number. 

2 Let me give you three. They record three parcels, they pick 

3 one then find out that it's one pound, right? Then I use 

4 the density factor, multiply it by the density factor, then 

5 whatever density factor is - -  I don't quite remember - -  

6 seven or something. Anyway, then I multiply by three, now 

7 gives me the estimated cubic feet for those three parcels. 

8 But the fact I didn't do all three of them, how do I know 

9 this estimated cubic feet works or not? 

- 

10 So what I do is then I look at the cubic feet of 

11 the container, okay, then I adjust the estimated cubic feet 

12 to the container cubic feet. That's how the process works. 

13 Q You mean you adjusted the calculated cubic feet of 

.- 14 one parcel to the cubic feet of the container? 

15 A I calculate the three parcels' cubic feet, then I 

16 compare the three parcels' cubic feet to the container. If 

17 we assume nothing else is in the container, right, we only 

18 say - -  we only assume parcels are the only thing found in 

19 the container. If you have other items, then that has to be 

I 

1 20 taken into account as well. 

21 Q All right. And if you had three pieces of mail, 

22 one weighed two pounds, and that's the one he measured and 

23 recorded, and the other two parcels weighed ten pounds each, 

24 that wouldn't be taken into account at all in your TRACs 

25 evaluation? 
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A I would record only one. 

Q The one the data collector recorded. 

A Uh-huh. Yes. 

Q And the larger packages, then, would not be 

reflected other than through the expansion process? 

A If data collector happened to pick up the larger 

one, I get larger one; if they happened to pick up the small 

one, I get small one; and they pick all different kinds of 

size. They do not supposed to say I only pick small one, 

right, or I only pick large one. That will be problem. And 

our data collectors are all trained data collectors and, you 

know, they do not pick based on the size. 

Q If you were a data collector and you had been 

working for three or four hours and up comes this container, 

you've got two packages in there on top, one a big one, one 

a small one, which one are you going to pick up? 

A I do what I'm supposed to. I do what the job 

requires. I random select, but Mr. Wells, let me tell you, 

that doesn't really matter, though. You know why? If in 

that particular case, everything got adjusted back to the 

container space, if they pick a small one while they 

shouldn't be doing that, but, you know, in case they did 

that, it's not going to impact my estimation, right. I 

adjusted back to the capacity. That's the beauty of TRACs. 

And we have all those control totals always. So we are okay 
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there. 

Again, you know, I have to say something for them, 

okay? They were audited, they were monitored, you know, I 

haven't seen any report back saying they are doing things 

they shouldn't be doing. 

Q Turn to your number 19, please. 

A Nineteen. Yes, I have it. 

Q Focus on the responses to C and D. 

A Uh-huh. 

Q You say it could be any number from 1 to 8. How 

does a data collector decide on the number of parcels or 

sacks to be sampled? 

A Let me read this. 

[Pause. I 

If the TRAC data - -  2 0  loose sacks are unloaded. 

Yes. See, you didn't tell me what else is unloaded. That's 

why I have to say it depends on how many, if there's other 

non-containerized loose items were unloaded. If parcel is 

the only loose items unloaded from the truck, then t h q  

if that's the case. * 
Q You said 1 to 8 .  

A Yes, but I say if the parcel is the only one - -  or 

is the only item type that is unloaded. But if it is not, 

if I have - -  oh, which - -  is it parcel or - -  sacks. I'm 

sorry. 
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If sacks are - -  sacks is the only item type 

unloaded, then I do 8, right? But if there is parcel on the 

vehicle also gets unloaded, then parcel has to be sampled, 

too. The total number of loose items are 8 - -  is 8. That's 

why I say between 1 to 8. 

Q If there are 20 sacks and 20 parcels unloaded, 

loose sacks and loose parcels, how many sacks and how many 

parcels are selected by the data collector? 

A That comes back to the same question you asked 

before. It's based on their proportion of the utilization 

on the vehicle. 

Q Based on the square footage of floor space? 

A Uh-huh. Correct. 

Q For each sack that is selected, how many of each 

item type contained in the sack are sampled? 

A I didn't get that one, I'm sorry. 

Q For each sack that is selected, how many of each 

item type contained in the sack are sampled? 

A Oh. Sack is item type. Everything in sack is 

sampled. If a sack is selected, the whole sack is recorded. 

He opens the sack and counts everything and record them. 

Q Each item in the sack is then recorded? 

A Each mail piece. Each mail piece. 

Q Each mail piece in the sack? 

A Uh-huh. 
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Q That's different - -  

A Yes. 

Q That's different from if it's a container rather 

than a sack? 

A There is a difference between a container and a 

sack, correct. 

Q Well, the sack is opened and every mail piece is 

sampled? 

A Yes. 

Q But on a container, one mail piece is sampled? 

A Correct. No, no. I'm sorry. On a container, if 

there is one item type, then only one gets sampled. A sack 

is much smaller than container. 

Q Turn to 21, please. 

A I have it. 

Q Now, WT, is that the actual recorded weight of the 

sample mail? 

A Uh-huh. Yes. 

Q And you got this TOT WT. 

A Yes. 

Q Does that include the actual weight of the sample 

mail? 

A Yes. I said here the variable TOT WT is the gross 

weight of a mail item. A mail item can be a letter tray, a 

tub, a sack or a parcel. 
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Q But does total weight include the actual weight of 

the sample parcel? 

A It - -  yes. 

Q And it also includes the weight of a container. 

A Oh, no. No. Because total weight is the gross 

weight of item. See, in TRACs, item is defined as letter 

tray, flat tub, a sack, a parcel, loose piece, a CON-CON. 

Q Isn't a wheeled container an item? 

A I'm sorry? 

Q Isn't a wheeled container an item? 

A No. 

Q What is a wheeled container, then? 

A It's a container. 

Q A container. 

A Uh-huh. 

Q But a sack is not a container; it's an item? 
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A Sack is an item. 

Q Well, does total weight include the weight of the 

sack? 

A If it's a sack's total weight, yes, the total 

weight includes the sack's weight and the mail weight. 

Q Is the total weight an actual recorded weight or a 

calculated weight? 

A It's actual recorded weight. 

Q If a sample of a sack includes or reveals multiple 
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mail codes, each piece is weighed separately to determine 

the weight; i s  that right? 

A Repeat the last sentence again, sir. 

Q Each piece of mail in the sack is weighed to 

determine weight. 

A Each mail piece in the sample. 

Q You pull a sack to be sampled. 

A Right. 

Q And they open the sack, - -  

A Yes. 

Q - -  and they weigh each piece in the sack. 
A They count every piece, then they group them 

together, okay? Then they record for each group the number 

of pieces and the weight for that group. The group is done 

by rate category, by class or subclasses of mail. 

All right. 

Within the sack, there are three parcels, mail 

Okay. 

How is the weight of the sack apportioned? 

How is the weight of the sack what? 

Apportioned? 

Apportioned? 

Yes. 

What do you mean, apportioned? Data collector 
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doesn't apportion them. They will record the sack's weight 

as well as the parcels' weight. Very likely, if those 

parcels are all standard B parcel, they will record as three 

parcels and the weight for that as three parcels. 

Q Well, suppose the sack contained 50 percent 

standard A parcels and 50 percent standard B parcels, one 

sack? How would the weight of the sack be apportioned - -  

allocated between those two? 

A Oh. Then they will give me the total number of 

standard A parcels in that sack and the total numbers of 

standard B parcels in that sack, right? 

Now, when I got that data back, I apply the 

density factor for standard A and standard B individually 

and get to the cubic feet a mile - -  I'm sorry - -  get the 

cubic feet. I'm not talking about a mile. Get the cubic 

feet for standard A and standard B in that sack. 

Q And then what would be added in the total weight 

column? 

A I don't think that total weight would be used in 

that context. 

Q Well, if they are sacks and there's a difference 

between the numbers shown in the weight column and the 

numbers shown in the total weight column, what accounts for 

the difference? 

A Supposedly the total weight should be larger than 
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the mail weight in the sack, supposedly. 

Q Yes, I know it's larger, but what does it include? 

A Oh. The tare weight of the sacks - -  of the sack. 

Q The weight of the sack. 

A Right. 

Q Well, if there are two different classes of mail 

in the sack, how is the weight of the sack allocated between 

the two mail classes? 

A The weight of the sack isn't allocated to mail 

class. We - -  

Q Is the entire weight of the sack added to each 

mail class? 

A Not the weight of the sack. Why we need the 

weight of the sack? I'm estimating cubic feet. Why do I 

need the weight of the sack? 

Q Well, I thought you told me that included in total 

weight was the weight of the mail plus the weight of the 

sack. 

A Oh, correct, but that number isn't really used - -  

the total weight, which includes the mail weight and the 

sack weight, isn't used in the expansion process. I don't 

use that number for expansion. 

Q Well, how is the number in the total weight column 

used? 

A It's more of a quality control thing. You know, 
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when data collector records number, we make them record that 

total weight first, then break down to record pieces, weight 

of the mail piece. Then if, accidentally, they've entered 

something that doesn't make sense - -  let's say they entered 

the mail weight including one more zero - -  then the software 

will catch them to say, wait a minute, your total weight is 

less than mail weight here, are you making a mistake or 

something? So they have to correct it on the spot. This is 

mostly for quality control, for data collection quality 

control. It's not really used for my expansion. 

Q Are the amounts shown in the total weight column 

used in the development of your distribution key? 

A For containerized, no. For loose sacks - -  for 

loose item, no. For pallets, no. So no. 

Q All right. Well, to arrive at the weight that is 

taken into account in the distribution key, we would take 

the number in the weight column and multiply it by the 

number that's in the item number column; is that correct? 

A You are talking about my library reference table 

now? 

Q Actually looking at - -  

A Okay. 

Q - -  4 3 - L .  

A L now. We are not up on*, huh? We are at 
@ 

now? Oh, no, let me see. We are at .E2 Yes. We are at= 
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now. Okay. 

Now, what's your question again? 

Q Well, would you take the - -  to get the total 

weight of the sampled mail, would you take the number that 

appears in the weight column and multiply it by the number 

that appears in the item number column? 

A No. Let me point to you where the formula is. If 

you turn to my library reference 5 2 ,  page 17, okay, I have 

documented how exactly the loose item got expanded, okay? 

Equation 2 tells you how the net weight of the mail, that 

WT, is transferred or being calculated to the cubic feet of 

the mail, then into gross cubic feet. You can see that W, 

that little W there is WT in that column. 

Q This relates to your expansion process, correct? 

A Yes. That's what I documented here. 

Q And what my question is, if I wanted to find out 

the weight of the mail sampled, would I take the number 

shown in the weight column and multiply it by the number of 

items? 

A No, you don't have number of item - -  

Q I don't have number of items? 

A Which variable are you talking about in this table 

that you are going to multiply? In that particular table, 

which variable do you think you're going to use? 

Q Refer, if you will, to number 2 2 .  

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

( 2 0 2 )  8 4 2 - 0 0 3 4  



6901 

1 

2 

3 

.- 

8 

9 

1 0  

11 

12 

13 

14 

15 

1 6  

1 7  

1 8  

19 

20 

21 

22 

23  

24 

25 

A Twenty-two of interrogatory response? 

Q Interrogatory T1-22. 

A Yes. I have it. 

Q And you attached a table of vehicle utilization. 

How were these percentages determined? I assume that the 

numbers shown there are percentages? 

A Yes, percent. 

Q All right. How were those percentages determined? 

A That's the 100 subtract percent of empty. 

Q Well, this says, reading here, inter-BMC in Postal 

Quarter 1 '98, 65 percent of the vehicle was utilized. 

A Sixty percent of vehicle capacity. 

Q Sixty-five percent of the vehicle capacity was 

utilized. 

A Yes. 

Q And in Postal Quarter 4, 63 percent was utilized. 

A Yes, for the FACCATl for that strata. 

Q On that one line, I just want to be sure I 

understand, am reading it correctly. 

A Okay. 

Q All right. 

And inter-BMC for FACCATl and intra-BMC for 

FACCATl and 4 are declining from the base year '98 through 

Fiscal Year '99, according to this schedule? 

A When you say decline, you are talking about each 
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percentage or in general? 

Q Well, the trend of the recorded utilization. 

A Well, I say for inter-BMC, FACCATl was 38 in '98, 

then '99, it's 36, so that's smaller. But in quarter 2 ,  

they are 44 percent versus 45,  and it's a little larger. 

Then quarter 3, again '99 is a little larger, isn't it? 

Thirty-nine is in '99 and 38 is in '98. Yes. Then quarter 

4 is a little lower. So it's all over. It's a little 

larger in some quarters of '98, in some quarters in '99. 

Q Turn to your number 23. 

A Y e s ,  I have it. 

Q Explain to me again how sampling weights are 

pertinent in the development of the distribution key? 

A I assume you are talking about sampling weights 

that I refer to in the response? 

Q That's correct. 

A Okay. That's the strata weights. 

Q That's the strata weights? 

A Uh - huh. 

Q All right. 

Turn to your answer to number 24. 

A Yes, I have it. 

Q Here you refer to library reference 52, table 8. 

I do not find a table 8. I do find in appendix 1 a 

paragraph 8 titled the Final Analysis ( z  File) at page 28. 
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Is that what you were referring to? 

A I only got your first part saying you didn't find 

the table number 8, so I tried to find the number 8 for you. 

Q The copy I have for 5 2  does not have a table 8 

A It's on page 2 8  of the library reference. It 

contains 8-A, 8-B, 8-C ,  8-D. 

Q Well, this is part of appendix 1 and it's 

paragraph 8 ,  but it's not a table 8 .  The tables are listed 

in appendix 3 beginning on page 35, and I only see tables 1 

through 4 .  

A Oh, okay. Oh. 

Q When you say table 8, you're referring to the 

paragraph number 8 ,  appears on page 28? 

A Oh, okay. I'm looking at the table of contents of 

this library reference. Under appendix 1, file formats, do 

you see table 1, 2, 3, 4 ,  5 ,  6 ,  7, 8 ,  9, lo? That's what I 

refer to, table 8 .  The eighth one is the final analysis 

file called a z file. 

Q It's the number 8 under appendix 1. 

A Correct. 

Q Is that correct? 

A That's correct. 

Q All right. 

A Okay. Sorry if that causes confusion. 

CHAIRMAN GLEIMAN: Mr. Wells, do you have much 
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more to go, do you think? Give us a guesstimate. 

MR. WELLS: Yes, sir. I've probably got at least 

3 0  minutes more. 

CHAIRMAN GLEIMAN: Well, if that's the case, I 

think we're going to break now for lunch, if that wouldn't 

break your cross up too much. 

MR. WELLS: No. 

CHAIRMAN GLEIMAN: And then we'll come back at two 

o'clock and pick up from there. Thank you. 

MR. WELLS: Thank you. 

THE WITNESS: Thank you. 

[Whereupon, at 1 : 0 3  p.m., the hearing was recessed 

for lunch, to reconvene at 2:OO p . m . 1  
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A F T E R N O O N  S E S S I O N  

[ 2 : 0 1  p.m.1 

CHAIRMAN GLEIMAN: Mr. Wells, whenever you are 

ready to continue. 

Whereupon, 

JENNIFER XIE, 

the witness on the stand at the time of the recess, having 

been previously duly sworn, was further examined and 

testified as follows: 

FURTHER CROSS-EXAMINATION 

BY MR. WELLS: 

Q Ms. Xie, referring to Library Reference 52, under 

the printout for form C for containers and form 3L for loose 

items, there is shown data for WT net weight of mail. For 

form pallet, there is nothing for WT. Why is that? 

A I'm sorry, I didn't catch which page you are 

referring to. 

Q Under the form 3C under Library Reference 52. 

A Okay. Yes. 

Q For containers and form 3L for loose items, the 

printout shows data for net weight of mail. For the 

printout on form pallet, there is no amount shown f o r  net 

weight of mail. How is the net weight of sample mail on 

oallets determined? - 
unsdeied 

A Actually, I ijlsert that question as one of the UPS 
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interrogatory responses. I will. see if I can find that for 

you. UPS-28. There I explained that the gross weight of 

the sampled pallet is not used in the expansion process at 

all. 

Q What about the net weight of the mail on sample 

pallets? 

A Oh, net weight. That is also not relevant. On 

pallets, that is not relevant. I probably do not have that 

either. Let me double check. 

Q I thought you used the net weight of mail to 

determine the cubic feet. 

A Yeah. If you look at pallets, Table 8D of that Z 

file, there is no variable called the WT. Is that what you 

were referring - -  

Q 8C is for loose items. 

A 8D as dog, on page 30. There is no weight 

variable for pallets. The reason is the weight of the mail 

on the pallets isn't used for any purpose of expansion. I 

will show you where the formula is for pallets. Now, you 

can tell, there is no weight information come into play. On 

page 17 of my Library Reference 52, Formula 1. Do you see 

it? 

Q I see it. 

A Yeah. The only variables were used for pallets, 

254Q. the height, the width of the pallets, and the length of the 
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pallets. Then multiply the percent of the pallet taken by 

classes of mail. 

Q And that will give you the cubic feet of the 

sampled mail? 

A No, they give me percent. Data collectors record 

percent and the height, width and the length. 

Q Right. But there is measured weight? 

A Width. 

Q The data collector does not take an actual weight 

of the contents of a pallet? 

A They record that. 

Q He records the weight? 

A They record the total pallet weight, but that is 

an optional. That is optional. They don't necessarily need 

to, but if they record the - -  if they have that, they record 

it as well. But I don't use them. 

Q All right. In the CD-ROM attached to Library 

Reference 52, a printout at the end of that reflects the 

entry of the various variables described in Section 8. 

A Say it is again, I'm sorry. 

Q Are the amounts shown on the printout of Library 

Reference 52 the recorded data by the data collector before 

any expansion? 

A Yes. 

Q In the column headed "Miles," is that the total 
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miles for which transportation was provided for the sampled 

9J- 
mail? 

I I  
A No. as I defined here,is the hishwav miles for - - 

G-?n 
that - -  for a particular leg. You know, travel 

couple legs and each leg has itSmile. 

That miles, that variable miles, gives you that 

miles. That's not a data collector recorded. That's the 

mile we actually matched based on the origin and destination 

they recorded. 

Q The number that appears on the Miles column on the 

printout, is that the total mileage? 

A Let me see which printout you're talking about. 

It may be easier for me to see. 

Q I'm looking at Form 3-C. 

A Oh, Form 3-C. Okay, now I see what you talk 

about. Yes, that's what I was explaining to you. 

Q Is that the total mileage? 

A That's not the total mileage. That's the mileage 

for that particular leg. 

Let me see if I can explain that. A mail starts 

from A and then to B and unload at C, okay? There are two 

legs now. 
di 11 This miles -give you from A to B for that leg, 

and &+a give you B to C for the second leg, give you A to B 

for the first leg, give you B to C S second leg. 

;If . 

-fQr 
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Q And both mileages are reflected in this column 

headed miles? 

A Correct. 

Q So the miles shown in here represents the total 

miles if you combine the two legs? 

A Then if you combine, if you add first leg, second 

ley, assume that's the only two ley that a mail traveled on 

that particular truck, then that is the total miles of that 

mail item traveled on that truck, on that particular truck. 

Q Well, what I'm trying to find out is, the number 

in the Miles column; is that for the last leg or for the 

total? 

A It's not for the total. That's the first answer 

for the first part. 

If it's for last ley or not, depends on which leg 

it is referring to. Okay, now, in my 2 file, the data 

structure is for mail item I have each ley as separate 

records. 

The first records has some mile. If that first 

record represent the last ley, then that mile is for that 

last ley. 

If the second records is for the next to the last 

ley, then the miles for that leg. So that miles linked to 

that leg, particular leg. 

Q Is there anywhere in Library Reference 52 where we 
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can identify the mileage for each sample mail? 

A Yes. 

Q Where? 

A First €em-, that's only the mile for that item on 
+\I 

that truck, right? You understand that? On that truck? 

Q The mileage from the place where that mail was put 

on the truck - -  

A Right. 

Q - -  to the place where it was unloaded for 

sampling? 

A Right. You do PROC mean by that leg - -  by the 

mail item that give you all the miles for that mail item. I 

use that term, sorry. You do - -  you@ summarize this 

miles variable by the mail item. 

Q Well, if you look at the printout for Form 3 - L ,  

it's got a column in there, Miles. Now, is that the total 

miles or just one leg? 

A Still one leg. 

Q Well, how do we find the total miles? 

A Same thing as I said, you summarize it by that 

item, by that particular item. 

Q Where would that appear in the printout? 

A No, it's not there. You have to add them up. I 

give you detailed information. If you want add all leg 

together, then you add them up. 
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Q Yes, but where does the detailed information 

appear in Library Reference 52? 

A Yes, that's the - -  that's what I described in this 

Table 8 under Appendix I. 

This is the description for the final analysis 

file I called Z file. It has four datasets. 

One of them is the test header. The second one is 

the Form 3 - C ,  as you referred to it. I called it 8-B 

containers. 

And the third one is the loose items. The fourth 

one is the pallets. These data in this Z file are all at 

the level of as lower level as possible. 

Q That's the data recorded by the data collectors? 

A Based on the data recorded by data collectors. 

But like this miles that isn't recorded by collectors, 

right? 

Q That's calculated from the origin and destination? 

A Exactly right. I append that for you, so you can 

just take that to do the expansion. 

Q But the item numbers, the percentage of container 

and the weights are all recorded by the data collector? 

A Correct. 

Q Before any expansion? 

A Before any expansion. 

Q There are three reports that are generated, 
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containers, loose mail, loose items and pallets, is that 

right? 

A Four. There's a header as well - -  Header 8A. The 

first table is called 8A on Table 2 8 .  

Q It doesn't have any data though, does it? 

A Oh, it has data in them. 

Q What? 

A It has data in them. It has data in that dataset. 

Q All right. 

A Look at Empty - -  it's a percent of truck empty, 

percent of unloaded and loose Express Mail. Those are all 

collected - -  

Q All four - -  

A - -  and recorded by data collector. 

Q And to find out the total TRACS sample we would 

add the data from all four of those printouts? 

A I have a program. I gave you a program that you 

can use to read this four datasets to all levels expansion 

and product distribution key. That program is there. 

Q But there is no duplication between the four 

printouts? 

A NO. 

Q Okay. Refer to your answer to Number 2 9 .  

A Yes, I have it. 

Q The interrogatory refers to the entire route and 
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you refer to the Intra BMC network. 

A Yes. 

Q What is the difference between Intra BMC network 

and the entire route? 

A In my notion "route" is a route, contains a couple 

of trips and the Intra BMC network contains all the routes 

under the contract, under Intra BMC contract. That is the 

difference. 

Q Would you agree that a reasonable distribution key 

would reflect actual utilization of the Intra BMC capacity 

over the Intra BMC network? 

A What I said is that a reasonable distribution key 

should reflect utilization of cubic foot mile of vehicle 

capacity on the Intra BMC network by various classes and 

subclasses of mail. 

Q Refer to your testimony, page 5, beginning at line 

5 .  

A Yes. 

Q Explain how purchased transportation costs per 

cubic foot mile are taken into account in the TRACS analysis 

to determine the distribution key. 

A I don't see cost per cubic foot miles here. If 

that is your question, no, I do not use that. 

Q Costs are not taken into account in determining 

your distribution key? 
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A No. 

Q No, they are not? 

A NO, they are not. 

Q Okay. Why is transportation cost per cubic foot 

included as part of your data? 

A It is not used in the distribution key. Are you 

asking why I don't use it? 

Q Why is it in there if you don't use it? 

A Oh, oh - -  you mean I give you that variable in the 

Z file? 

Q Right. 

A That is variable historically we used. We used 

before and we have that variable there. I just left it 

there. I didn't use them. 

Q But you don't use it in your analysis? 

A No, I don't use it in my analysis. 

Q Refer to page 16 of your testimony 

A I have it. 

Q And here you have got the base year '98, inter-BMC 

costs, and the total cost is 259,271, correct? 

A Correct. 

Q And then over on page 25, you have got the same 

inter-BMC costs and the same total, but the amount shown for 

each mail category is different. Why is that? 

A Oh, yeah, as I explained in my testimony, as well 
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as in one of the interrogatory responses, this table, Table 

1, contains the revised cost, while the Table 10 was 

developed based on a distribution key that had an error in 

them. But the Table 10 numbers were used in the base year 

transportation model, so I included that as a reference. 

Q Well, is Table 1 the one that was calculated using 

your distribution key? 

A Both of them are mine. Unfortunately, I had an 

error in the previous one, and I found that error and 

corrected for it, but it was too late to revise the whole 

CRA calculation, so I have to just reflect this here in my 

testimony. 

Q Well, for inter-BMC highway cost, which is the 

correct distribution, that shown in Table 1 or that shown in 

Table lo? 

A Table 1. 

Q Table 1. 

A Yes. 

Q And is the same thing true if you compare Table 2 

with Table lo? 

A Correct. 

Q The Table 2 numbers are the correct numbers? 

A Correct. As I stated in my testimony, page 8, 

line 8, annual cost showed in Tables 1 through 4 are the 

summaries of the quarterly costs, and I explained down there 

.- 
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for the -of that revision 

Q Do you agree that inter-BMC transportation is from 

an origin BMC to a destination BMC? 

A Inter-BMC transportation referred to the 

transportation whose costs accrued to the account number 

53131. 

Q And the transportation provided under that account 

number is between BMCs? 

A Mostly. 

Q With a few intermediate stops? 

A It should be. Let me refer to you how I define it 

exactly. Now, inter-BMC contract primary carry mail between 

BMCs. Primary. But stops may be made at SCFs. 

Q All right. For inter-BMC transportation, your 

TRACS samples at stratum 1 are taken at the destination BMC 

for the inter-BMC transportation, is that correct? 

A Yes. 

Q Do you concur that mail code LL is for DBMC Parcel 

Post? 

A Mail code LL. Let me - -  

Q Library Reference 52, page 3 6 .  

A I will yet there. Mail code LL is DBMC Parcel 

Post, correct. 

Q Explain how your TRACS samples reflect mail code 

LL for inter-BMC transportation at the destination BMC? 
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A First of all, let me clarify TRACS distribution 

key is not at the level of - -  TRACS does not provide a 

distribution key to DBMC Parcel Post. We did that right. 

Now your question is how a DBMC parcel gets 

sampled at destination BMC? Is that what you are - -  

Q HOW can a DBMC parcel be included at the - -  in the 

TRACS sampling of Inter BMC transportation where the sample 

is taken at the destination BMC? 

A Well, it is possible that mail entered the network 
T d G  I k b  

through b BMC, then next leg is BMC. That mail 

doesn't have to necessarily get into the ' J B M C  as the 

first leg though. It could drop ship to a BMC under Drt&z 

BMC network. Can that be? 

rd{@ 

Q By definition a DBMC parcel - -  

A Right. 

Q - -  is entered into the mail stream at the 

destination BMC and never uses Inter BMC transportation. 

Now how can your TRACS sample reflect 20 percent 

of the Inter BMC as being DBMC parcels? 

A First of all, I don't know if the numbers you cite 

is right - -  20 percent or something. I do not generate a 

number at that level, but assume it is as what you say it 

is. 

parcel to be found in the Inter BMC destination, because I 

am not sure if DBMC mail cannot travel on Inter BMC network 

I still think there is a -though for a DBMC 
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at all. 

Q By definition a DBMC parcel is entered at the 

destination BMC for delivery onto facilities served by that 

destination BMC. Now how can it go Inter BMC to another 

BMC? 

A First of all, as I said, I don't know how 

frequently that happens and again I don't really know if a 

DBMC parcel shouldn't be travelling that way at all. 

As I said, it could entered in another network, in 

another contract type, then travelled to that leg, then get 

caught at the BMC. 

Q There are 404 samples taken in Inter BMC, the 

first quarter? 

A Yes, that is roughly right. Yes. 

Q And 98 out of those 404 bear the Mail Code LL for 

DBMC Parcel Post, which is an impossibility, isn't it? 

A You said 98 - -  

Q 98 - -  

A - -  tests has - -  

Q - -  Mail Code LL. 

A How do you find that 98? 

Q I counted them. 

A You counted them, but that 98, if you counted the 

number of records in my Z file, is that how you counted? 

Q Yes. 
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A That's - -  it's even possible that is two or three 

tests. You know, I don't know your - -  if your number is the 

number of tests or if you just count the records. 

As you said, if it is records, one parcel can have 

multiple records. 

Q Well - -  

A I really don't know if the number - -  if you wanted 

to give me that exhibit or something, I will double-check 

for you. 

Q What I want to know is how can these experienced, 

trained, qualified data processors, data collectors include 

Inter BMC transportation parcels that are mailed under Mail 

Code LL. 

A I'll double-check that one. I don't think that 

proportion can be that high. You are talking about 98 

versus 4 0 4 .  That's like one out of four. I have something 

I think I can check for you. Inter BMC, right? 

Okay. Inter BMC, the total Inter BMC cubic foot 

mile, only less than 3 percent of them are under LL. That 

includes all the stops and all the tests. My distribution 

key showed only less than 3 percent of total Inter BMC cubic 

foot mile are for LL or the 9 8  you cited, if I divided that 

by 404 ,  gee, I got 25  percent, right? That cannot be right. 

I tell you. I am just - -  that just cannot be right. 

Your proportion is - -  it just isn't right. 
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Q It can't be right for any LL mail code to be 

sampled as Inter BMC transportation as the destination BMC, 

is it? 

A You know, as I said, the total percent is only 

less than~three. That includes all the stops, not only the 

destination BMC but also intermediate stops. That number is 

only less than 3 percent, and how many that happened at the 

end of the BMC, at the BMC facility I cannot check that 

number for you now, but I suspect that will be even smaller, 

so your proportion wouldn't work. Definitely that has 

something wrong. 

Q If that data collector did, in fact, record the 

mail code LL, it should not have been recorded and should be 

eliminated; shouldn't it? 

A No, we don't do# that, because - -  let me ask you 

if that miil get - -  is somehow send to the wrong - -  

Q You mean the Postal Service sent it to the wrong 

place? 

A I tell you, if the mail sent it wrong, data 

collector is going to record them, right? I mean, I'm not 

saying this two percent are all mail that is sended wrong, 

but I'm just telling you my software or my data collection 

handbook shouldn't say, hey, you find that you are not 

allowed to record that. 

We record what they see. They must see that in 
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their test. 

Now, to investigate why that show up, I guess 

that's good question. I probably also be interesting in 

that answer, but I would think that is very small chance, 

based on the distribution key percentage I see here. 

That doesn't happen that much as you expect it. 
?c;o 

You know, DBMC shouldn't happenemuch at the inter-BMC 

network. It didn't. 

Q Well, let me ask you whether if mail coded LL, 

which is DBMC mail, how can it properly appear in a TRACS 

sample for inbound intra-BMC transportation? 

A No, no. HOW can that be - -  sorry, the last? 

Q How can mail code LL, which is destination BMC, 

mail delivered by a mailer to the destination BMC, for 

distribution to a Postal facility served by that BMC, how 

can it properly be included in a TRACS sample for inbound 

intra-BMC? 

A Now, we're talking about inbound intra-BMC, okay. 

[Pause. I 

For inbound intra-BMC, includes inbound BMC, 

includes inbound SCF. and includes inbound others. So. if 
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mail happened to show up in 

the 2 file, the file you are looking at. 

Q Well, LL cannot properly appear on inbound 

movement, can it? 
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A Again, why not? 

Q By definition of the mail code. 

A See, there's a couple things you need to take into 

consideration. This inbound and outbound definition on 

TRACS is really based on - -  it's really a TRACS definition. 

You know, as I said, the transportation network 

isn't composed by strictly BMC to SCF, then SCF back to BMC. 

It stops at intermediate place, and it has a 

possibility, you know, serves couple AOs and SCFs, so it 

can. TRACS perform their tests at all those facilities. 

And if it happened find mail under LL code - -  I'm 

sorry, called drop shipment of mail, it will record it. 

And how does that mail yet into that mail stream? 

That really depend on is this the first ley transportation 

or second leg or is that a final leg? Is that it? That can 

be a complicated issue, how mail actually flows through 

network. 

Q Is there any possibility that an LL parcel can be 

sampled on TRACS on the inbound movement at the BMC? 

A Probably have some chance. I haven't studied to 

know how frequently that happened. You know, may have some. 

Q And you don't have any idea of what factors would 

make that a reasonable and correct sample? 

A Not really. 

Q All right. In Library Reference 5 2 ,  on page 2, it 
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provides that a read-in density factor is rate category. 

Density factors are from Postal Quarter Four, Fiscal Year 

'92. Is that the most recent study there is of density 

factors? 

A Yes, it is. 

Q What about the more recent density factors for 

Standard A mail? 

A Whatever is showed in my table is the latest 

density factors we have. 

Q That you have? Or is that the Postal Service? 

A Postal Service has. 

Q So that if the Postal Service has produced density 

studies for Standard B Parcel Post Mail for FY98, that's 

incorrect? 

A Say again. 

Q It doesn't exist; is that right? 

A I'm sorry, say it again. 

Q If the Postal Service has produced density studies 

for Standard B Parcel Post mail for FY98, then that doesn't 

exist; is that your testimony? 

A My testimony is that I do not have any density 

factors that's more updated than this one. 

Q Did you make - -  

A This is the best I have. 

Q Did you make any inquiry as to available density 
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mh bw studies? 

A Actually, our department is responsible for 

performing density studies, and I ask them, and they said 

that's the latest we have. 

Q ' 9 2  is the last one they had? 

A Yes, unfortunately. 

Q In Library Reference 5 2 ,  page 30, on the system 

for pallets, - -  

A 30 what? Page 3 0 ?  

Q Page 3 0 .  8D as in dog, pallets. The third from 

the last item on that page is percent. It is defined as 

percent of mail on the pallet by mail category, referred to 

as percent sign P. What does percent sign P designate? 

A I couldn't find that - . Give me a minute. 

Q Third from the bottom entry, percent. 

A My last one is remain. Maybe - -  

Q Remain is the last item. The third from the last. 

A Oh, third from. I'm sorry. 

Q Percent. 

A Oh, percent. I see that one now. 

Q And what does the percent symbol P mean? 

A Oh, that is the percent of mail on the pallet by 

oln Ml\ ' lLLcQ.  

mail category. 

Q In the printout, the highest percentage is 1, and 

other percentages are 0.1 and 0.9. Does the one mean loo? 
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A Correct. 

Q And 0.1 means 10 percent? 

A Yeah, I don't have the data with me. Either from 

zero to 1 or from 1 to 100. I would love to look at the 

data for you. But, you know, if the range is between 0 to 

1, then 0.1 means 10 percent. It depends on what is the 

number, I don't have number in front. Let me try if I can 

get that f o r  you. 

Q Turn, if you will, to your response to MPA 

Interogatory 5. 

A I am still trying to find that for you. Give me a 

minute to see if I can help you out there. 

Q Fine. 

A Okay. Okay. For pallet that percent is between 

zero to 1. 

Q So if the number 1 appears, that is 100 percent? 

A It is 100 percent, correct. 

Q Okay. NOW, turn to MPA-5. 

A Yes, I have it. 

Q Tell me what a zero volume test is. 

A What is your question? 

Q What is a zero volume test? 

A Zero volume test refers to a test when there was 

no mail unloaded at all. 

Q Does that mean no mail unloaded or no mail on the 
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truck? 

A Unloaded. 

Q Well, in your table there, you have got 

percentages shown. Under inter-BMC, 13 percent is 13 

percent of what? 

A Tests. 

Q 13 percent of all tests in inter-BMC had zero 

volume unloaded? 

A Correct. 

Q And intra-BMC, 24 percent of the tests had no mai 

unloaded? 

A Correct. 

Q And is it correct, from your answer, that there 

were a total of 1,424 zero volume tests? 

A Correct, for all the highway tests in FY '98. 

Q All four of the tests? 

A All four quarters. 

Q All four quarters of these four transportation 

sys tems? 

A Yes. 

Q Is there any way to determine where these zero 

volume tests occurred on inter-BMC transportation? 

A It said 13 percent for inter-BMC transportation is 

zero volume tests. 

Q Can we find out where those tests occurred? 
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A 

Q 
A 

Q 

A 

Q 
A 

Q 
A 

header, 

Oh, yes. 

What will we look for? 

You look from that Z file. 

In the Z file? 

Right. 

And that will tell us where the tests occurred? 

Yes. 

And that would occur if the column Unload is zero? 

Right. 

Okay? 

Let me - -  

[Pause. I 

Okay. Now, you look at the Z file under 8A Test 

there is the column Unloaded. If Unloaded is zero, 

you get those test IDS, right, and then you get those test 

I D S ,  you look at that contract type for this test ID that's 

in the same column, second variable called contract type, 

then also give you the strata, which is FACCAT, that's the 

strata code, so you know where this test is, which strata 

that test is. 

Q Refer, if you will, to the last sentence in your 

response to MPA-5. Does that apply to intra-BMC? 

[Pause. 1 

A What is your question again? Sorry. I'm reading 

this interrogatory. I was reading this interrogatory. What 
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is your question again? 

Q Does your last sentence apply to intra-BMC? 

A My last sentence, I said most trips as defined by 

its route trip number do not return to the origin. Yes. 

Q You mean most intra-BMC start at a BMC but they do 

not return to that BMC? 

A No. You have to read it - -  read the complete 

sentence here. I said defined by its route trip number, 

okay? If there is the truck going out from BMC facility, 

then the same truck - -  assume that the same truck comes 

back, that becomes a different trip number. 

Q I see. 

A That's why it's - -  

Q You're not saying that the vehicle doesn't go back 

to the origin; you're saying that the route trip number 

doesn't go - -  

A Correct. Yes. That's how I define. Otherwise, 

how do I identify a truck, right? I mean, and also, again, 

as I was explaining to you, it's not always the case a truck 

goes out and a truck comes back. If that is the case, then 

you would see exact same number of frame units outbound and 

inbound. But the fact that we have even different frame 

units there tells me things are not that simple. A truck 

might go there, but not directly go back from the same 

route; therefore, it has different trip number. We define 
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as different trip. 

MR. WELLS: Thank you. 

Mr. Chairman, I have exceeded my knowledge of 

TRACs and therefore have no more questions. 

CHAIRMAN GLEIMAN: You're the first one that's 

ever admitted to that; the rest of us just keep going. 

[Laughter. 1 

CHAIRMAN GLEIMAN: United Parcel Service? 

CROSS EXAMINATION 

BY MR. MCKEEVER: 

Q MS. Xie, John McKeever for United Parcel Service 

I just have a few questions for you, 

Does the TRAC sample - -  does TRACs sample 

emergency contracts? 

A No. 

Q Does TRACs sample exceptional service movements? 

A No. 

Q Am I correct that emergency contracts and 

exceptional service movements together made up almost 17 

20 percent of total highway purchased transportation costs? 

21 A I cannot verify the number for you here, but I'll 

22 answer your question based on the assumption that it is what 

23 you said it is. 

24 MR. McKEEVER: All right. That's all I have, Mr. 

25 Chairman. 
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CHAIRMAN GLEIMAN: Is there any follow-up? 

Questions from the bench? No questions? 

I have one question that I would like to ask you. 

THE WITNESS: Okay. 

CHAIRMAN GLEIMAN: When Mr. Wells was asking you 

about sampling containers, you said that one piece is taken 

out of the container, and that's the basis of the sample. I 

understand - -  I understand statistically what you went 

through, but you indicated that you open the container, the 

sampler takes one piece out and records that piece, and then 

you do all your calculations. 

In the R97 case, I believe it was the Postal 

Service, but I could be mistaken, presented - -  someone 

presented a theory that if you had a truckload of parcels 

and there were a whole bunch of small standard A parcels, 

that the heavier, larger parcels would rise to the top and 

that the smaller parcels would go to the bottom. And if 

some people wince about this, I winced about it, too, 

because it seems to defy the laws of gravity. But if you go 

home and you fill up a box with a bunch of parcels, smaller 

items, you will find out that, indeed, the smaller ones will 

wind up on the bottom, or at least that was what I found 

when I went home and tried this. 

Now, my question is if, indeed, this theory is 

correct - -  and it wasn't my theory; again, I think it was 
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the Postal Service's theory - -  when a person opens up a 

truck and finds the parcel on the top to be the large 

parcel, what happens with a smaller container, a container 

on wheels? If you open it up and it's got a bunch of loose 

parcels in it, does the same phenomenon occur, and do the 

smaller parcels, the lighter-weight parcels, go to the 

bottom, and if so, does that raise questions about the 

accuracy of opening up for sampling purposes and taking one 

parcel off the top? Might not you be getting a larger, 

heavier parcel that you then use as the basis for sampling? 

The question basically is, if you have garbage in, 

you have garbage out, and if there's something that skews 

the front-end in the sampling, then, you know, there is a 

problem. So I'm just kind of curious as to what your 

comment would be on that theory that was presented the last 

time and its impact on your work. 

THE WITNESS: First of all, first of all, this 

granular theory, I think that's what you're talking about 

that runs back to me. 

Service theory. It was some theory that came up from some 

intervenor or someone. It wasn't - -  

I thought it & the Postal 

CHAIRMAN GLEIMAN: So the Postal Service doesn't 

subscribe to that? 

THE WITNESS: My understanding is not. I may be 

wrong, but I wouldn't think there is enough evidence for 
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that - -  that the truck opens up, only large parcel on top, 

small parcel on bottom. But then that's one issue. But you 

raised another issue I would like to clarify here, is that 

only one piece is taken out from container. That's only if 

that container has nothing else but a parcel. 

CHAIRMAN GLEIMAN: I understood that. I was just 

_ _  
THE WITNESS: If there is some sack, we get sack 

as well. 

CHAIRMAN GLEIMAN: I understood that. 

THE WITNESS: Right. Okay. Okay. 

CHAIRMAN GLEIMAN: But parcels - -  you know, a 

container of parcels could have different size parcels, - -  

THE WITNESS: Right. Right. Right. 

CHAIRMAN GLEIMAN: - -  and I was asking the 

question in that context. The Commission, my recollection 

is, didn't subscribe to the theory, either, but I just was 

kind of curious as to whether you had given any thought to 

it because it could have an impact on the actual validity of 

the sampling. 

THE WITNESS: Yes. I thought about - -  first of 

all - -  

CHAIRMAN GLEIMAN: It could save the Postal 

Service lots of money on parcel sorters; you just load a 

truck, drive it around, and sort the parcels by size, at 
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least, that way. 

[Laughter. I 

CHAIRMAN GLEIMAN: If only we could have zip codes 

that were bigger and smaller, then we could really get some 

sorting. 

[Laughter. I 

THE WITNESS: First of all, Mr. Chairman, let me 

answer the impact. If that granular theory is really true, 

you always end up with large stuff on top, but if that whole 

container's parcel are all standard B parcel, it doesn't 

matter, okay? So there is no worry there. If they are all 

standard A parcel, again no worry there, either, right? 

CHAIRMAN GLEIMAN: It's only if they're mixed. 

THE WITNESS: Yes. 

CHAIRMAN GLEIMAN: It would only make a difference 

if they were mixed and - -  

THE WITNESS: Exactly. 

CHAIRMAN GLEIMAN: Sure. 

THE WITNESS: Only makes difference if they are 

mixed and if your - -  I'm not sure if that's your theory or 

somebody else's - -  

CHAIRMAN GLEIMAN: Someone else's. 

THE WITNESS: If that theory is true, and it will 

impact the mixed container with mixed size as well, right? 

CHAIRMAN GLEIMAN: Yes. 
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THE WITNESS: If standard A and standard B parcels 

are about the same, then it still doesn't matter. That 

theory doesn't hold. 

CHAIRMAN GLEIMAN: Well, but by definition, one 

would think that from a density standpoint and a size 

standpoint - -  well, from a size standpoint, certainly 

standard A parcels would be smaller than standard B parcels. 

The density is a different issue. You could have a small 

parcel that was a lot denser than a large box that had air 

in it. 

But in any event, I just was kind of curious - -  

THE WITNESS: Another point I would like to make 

is our data collectors are not trained to pick top one as 

well. 

CHAIRMAN GLEIMAN: Well, that solves the problem, 

then. 

THE WITNESS: Right. They're supposed to select 

randomly; didn't say, you select from top. 

CHAIRMAN GLEIMAN: Okay. Thank you. 

THE WITNESS: Sure. 

CHAIRMAN GLEIMAN: Are there any other questions 

from the bench? 

Commissioner Covinqton has a couple of questions. 

COMMISSIONER COVINGTON: Good afternoon, Ms. Xie. 

I have just two general questions following on the 
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heels of what the Chairman just raised. The first one would 

be, do you, as a project manager for the transportation cost 

system, noticing that you've been there since August of 

1997, do you keep up with what percentage of the samples you 

do occur either out-haul or back-haul? 

THE WITNESS: I allocate that sample, so yes, I - -  

COMMISSIONER COVINGTON: Okay. Well, how many 

samples are done on an out-haul basis and how many samples 

are done on a back-haul basis? 

THE WITNESS: Yes. When you use out-haul and 

back-haul, can I assume you are talking about outbound, 

inbound? 

COMMISSIONER COVINGTON: Yes. The outbound, 

inbound, yes. 

THE WITNESS: Okay. Okay. For intra-BMC and 

intra-SCF, - -  

COMMISSIONER COVINGTON: Uh-huh. 

THE WITNESS: - -  those two are the only modes - -  

only contract types have this inbound-outbound, all right? 

COMMISSIONER COVINGTON: Okay. 

THE WITNESS: Let me answer you one by one. For 

intra-SCF, okay, we have 4 7  percent of our tests allocated 

to inbound and 53 allocated to outbound. That's again by 

TRAC's definition of inbound and outbound. It's not really 

all of the inbound movement are this haul and that haul. 
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&+@- The transportation - isn't always using single haul for 
routing . 

Sometimes you can have a truck going out from SCF, 

then stop at a couple facilities on the route, then the 

truck comes back, may only stop at one facility or doesn't 

stop at any facility, just go back directly, and sometimes 

you even have situation as they are just - -  you know, have 

more one-direction trips. 

In particular, this Intra SCF case - -  I think I 

have a little more outbound trips than inbound trips. 

COMMISSIONER COVINGTON: Which would coincide with 

the 53 percent versus the 47 percent? 

THE WITNESS: Largely, yes. 

COMMISSIONER COVINGTON: All right then, Dr. Xie, 

another question. Now trucks outgoing from the BMC often 

carry newspapers and periodicals and other classes of mail 

that's time sensitive. Now while you are doing these TRACS 

samplings how much does this delay that mail? 

THE WITNESS: Okay, that is a good question. You 

know, our goal is not to substantially delay the mail. In 

average TRACS tests takes about two hours to do. What 

happens is our data collector will work with the personnel 

in mail operation and transportation to make sure we 

minimize the impact to the mail transportation, to the mail 

moving. 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025  Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

( 2 0 2 )  842 -0034  



4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2.1 

22 

23 

24 

2 5  

c 

6937 

COMMISSIONER COVINGTON: Okay, so in other words 

you are saying that those periodicals and other time 

sensitive stuff is not really held up while you all are 

reaching off into containers and things doing your sample? 

THE WITNESS: They may get a hold on a couple 

minutes or maximum, you know, the time the TRACS test is 

performed, but as I said, the data collectors really work 

with the people in the field to minimize that delay. 

If they found some mail has to go first, they 

record that first. 

COMMISSIONER COVINGTON: Oh, they record it first. 

THE WITNESS: Yes. 

COMMISSIONER COVINGTON: Now one other general 

question. Mr. Maxwell Wells alluded to this, and I feel 

quite sure that you are familiar with the expansion process. 

All right. I did my homework on this one, doctor. 

Previously in R90 and in R97 this was a hot consideration 

back then and it had been mentioned that this overall 

expansion process brought about bias as it relates to what 

it is that you do with your TWCS sampling, particularly I 

think as it ties in with the distribution keys, and the 

Commission historically could not tell from evidence and 

from testimony that you all - -  well, it may be prior to your 

time - -  but that the Service brought in just exactly how or 

to what extent this bias occurred. 
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What new or what innovative are you all doing to 

address the expansion process? 

THE WITNESS: The expansion process I use now can 

be proved. Mathematically we can prove the estimator that I 

use - -  

COMMISSIONER COVINGTON: Like logarithms or - -  

THE WITNESS: I'm sorry? 

COMMISSIONER COVINGTON: I am saying I remember as 

a matter of fact it had been proposed at one time that you 

could remove the empty space logarithm-wise or whatever 

method they were employing back 10 years ago. 

Are you using a simple formula? 

THE WITNESS: I do not use log in my expansion 

process. What I am doing is a simple expansion. The 

expansion factor I used is just a reciprocal of the 

selection probability, so I don't use log. 

COMMISSIONER COVINGTON: Okay. 

THE WITNESS: Now the empty space issue you 

brought up is a little different from the expansion factor 

that I referred to here. That empty space expansion is 

actually done at the level of each test. It is actually 

described in my document, in Library Reference 52, Formula 

11 and 12. That is how the empty space adjustment is 

applied. 

COMMISSIONER COVINGTON: Library Reference 52, 
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THE WITNESS: - -  and 12. 
COMMISSIONER COVINGTON: All right. Let me ask 

you this, and I will make this my last general question. 

When you are dealing with the contents of a truck, 

and you are talking about containers, is it easier for your 

data collectors to do their jobs based on a container 

expanded in field to capacity or it is better to work with a 

container with maybe half that amount? 

I am saying if I were a data collector and if I 

was doing a TRACS sampling, is it easier for me to get my 

data - -  in other words, the more I have to work with is 

better or the less I have to work with is better? 

THE WITNESS: The "better" means for my 

distribution key numbers? 

COMMISSIONER COVINGTON: Correct. 

THE WITNESS: You know, if you do it 

may be causing more harm than doing less) as what 

they are doing is what they are supposed to be doing, select 

randomly, then it's better f o r  them to follow the 

procedure - -  just do what procedure says. 

COMMISSIONER COVINGTON: And that way you avoid 

the data being skewed. 

THE WITNESS: Right - -  unless they can count every 

single piece in the container. 
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COMMISSIONER COVINGTON: Which you don't have time 

to do that. 

THE WITNESS: Yes, which I don't. I don't want 

them to go half-way, to tell me, oh, I literally counted 

this five parcels and I ignored another letter tray. Then I 

am going to have a problem. 

COMMISSIONER COVINGTON: Okay. All right. Thank 

you, MS. Xie. That is all I have, Mr. Chairman. 

CHAIRMAN GLEIMAN: Thank you, Commissioner 

Covington. 

Anyone else? 

[No response. I 

CHAIRMAN GLEIMAN: Well, that brings us to 

follow-up as a result of questions from the bench. 

Mr. McKeever? 

FURTHER CROSS EXAMINATION 

BY MR. McKEEVER: 

Q Dr. Xie - -  

A Yes. 

Q Standard A parcels all weigh under 16 ounces, is 

that right? Do you know that? 

A It's probably right. I am not that sure 

Q Okay. 

A I have to check DMM to tell you. 

Q Don't parcels of that size normally travel in 
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sacks? Do you know? If you know. 

A They could travel in sacks. I saw that. I saw 

that, but I am not sure they all are supposed to be in 

sacks. 

Q A11 right, thank you. 

CHAIRMAN GLEIMAN: Is there any further follow-up 

as a result of questions from the bench or follow-up as a 

result of follow-up? 

If not, that brings us to redirect. Would you 

like some time with your witness? 

MR. HOLLIES: Yes, I would, and in light of the 

fact that it might be timely, how about 1 5  minutes? 

CHAIRMAN GLEIMAN: Oh, I think we can spare that. 

[Recess. I 

CHAIRMAN GLEIMAN: You may proceed when ready. 

REDIRECT EXAMINATION 

BY MR. HOLLIES: 

Q Dr. Xie, has the documentation for TRACS changed 

any since the last rate case? 
has A Oh, yes, i t y  Actually, we did improve our 

documentation for TRACS sampling system, based on A . A  

Kearney’s recommendation. 

7. 

So now we explicitly list our expansion process, 

as well as the production process in Library Reference for 

each subsystem. 
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That makes it much easier to see if our expansion 

process is biased or not. And it makes it easier for people 

to understand the TRACS system. 
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Q Have you had an consider the 
. .  

discussion you had regarding C trips and whether 

the LL code should or could appropriately be found in your 

data? 

A Yes, I would follow on, if I may. 

Q Yes. 

A You know, TRACS data collectors record whatever 

they see on the mail piece. If the mail piece is endorsed 

as DBMC, they will record it. I think I explained that 

earlier. I just want to emphasize that. 

Now, f o r  the reasons why they would find that on 

those movements that you think it shouldn't happen that much 

or shouldn't happen at all, I listed one when I answered 

your question as to what I called a mis-send. 

And thinking more about it, I think that also can 

happen if it's a missort, missorted, or it is 

. It means they shouldn't be entered at that 

facility, but by some reason, they entered at the wrong 

facility, so they have been sent to the right facility. 

Those are sort of the reasons that I forgot. I 

guess another one would be if a customer returned a parcel, 

and the data collectors pick up that parcel, see the 
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endorsement is DBMC, and they will record that mail piece as 

DBMC . 

So that's a couple reasons you might see why you 

found this LL on those legs of the transportation. 

Q Do any of the TRACS distribution keys rely on the 

LL mail code alone? 

A No. 

Q Do you use them with the other Parcel Post mail 

codes? 

A Yes. It is combined with mail code P, Zone rated 

- -  I'll double-check that for you. 

[Pause. 1 

But to answer your first part of question, it is 

not stand-alone mail code. 

Q That was the extent of my question. 

A Okay. 

MR. HOLLIES: Thank you. I have no further 

questions at this point. 

CHAIRMAN GLEIMAN: Is there any recross? 

[No response. 1 

CHAIRMAN GLEIMAN: If there is no recross, Dr. 

Xie, that completes your testimony here today. We 

appreciate your contributions to our record, and your 

appearance here today. We thank you, and you're excused. 

[Witness excused. ] 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1 0 2 5  Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 2 0 0 3 6  

( 2 0 2 )  8 4 2 - 0 0 3 4  



1 

2 

3 

4 

5 

6 

- 

7 

8 

9 

10 

11 

1 2  

13 

1 4  

15 

16 

1 7  

18 

1 9  

2 0  

2 1  

2 2  

2 3  

24 

2 5  

- 

6944 

CHAIRMAN GLEIMAN: Mr. Rubin, I guess you have the 

next witness. Whenever you are ready, you may proceed. 

MR. RUBIN: The Postal Service calls Altaf 

Taufique as its next witness. 

Whereupon, 

ALTAF H. TAUFIQUE, 

a witness, having been called for examination on behalf of 

the United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

DIRECT EXAMINATION 

MR. RUBIN: 

Q Mr. Taufique, have you reviewed two copies of a 

document designated USPS-T-38, entitled "Direct Testimony of 

Altaf H. Taufique on Behalf of United States Postal 

Service"? 

A Is it here? 

Q It has been - -  

A Given to the reporter. 

Q Provided to the reporter. 

A Yes, I reviewed it before. Yes. 

Q But you reviewed that earlier today? 

A Yes, sir. 

Q And does this testimony include corrections that 

were filed on February 18th? 

A Yes, sir. There are two pages that reflected 
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correction. 

Q Thank you. And was this testimony prepared by you 

or under your supervision? 

A Yes, sir. 

Q And if you were to testify orally here today, 

would this be your testimony? 

A Yes, sir, it would be. 

MR. RUBIN: I have provided the two copies of the 

direct testimony of Altaf H. Taufique to the reporter, and I 

ask that this testimony be entered into the record in this 

proceeding. 

CHAIRMAN GLEIMAN: Is there any objection? 

[No response. 1 

CHAIRMAN GLEIMAN: Hearing none, the direct 

testimony, corrected direct testimony of Witness Taufique 

will be entered into evidence and not transcribed into the 

record. 

[Direct Testimony of Altaf H. 

Taufique, USPS-T-38, was received 

into evidence. I 

CHAIRMAN GLEIMAN: Mr. Rubin, are there any 

Category 2 references that are being sponsored by this 

witness? 
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BY MR. RUBIN: 
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Q Mr. Taufique, are you able to sponsor Library 

Reference 1-167 into the record in this proceeding? 

A Yes, sir. Those are my work papers, I sponsor 

them. 

CHAIRMAN GLEIMAN: And that is it? 

MR. RUBIN: Yes, that is it. 

CHAIRMAN GLEIMAN: The Library Reference in 

question will be entered into evidence and not transcribed 

into the record. 

[Library Reference 1-167 was 

received into evidence.] 

CHAIRMAN GLEIMAN: Mr. Taufique, have you had an 

opportunity to examine the packet of designated written 

cross-examination that was made available earlier today? 

THE WITNESS: Yes, sir, I have looked at those. 

CHAIRMAN GLEIMAN: And if those questions were 

asked of you today, would your answers be the same as those 

you previously provided in writing? 

THE WITNESS: Yes, sir. Except there were some 

corrections that were made on MPA/USPS-T21-1, that 1 on the 

end changed to 2, and that correction is already there. And 

on the PostCom/USPS-T38-1, three pages of my testimony in 

R97-1 were included in that particular response, and those 

are already there. 

CHAIRMAN GLEIMAN: All right. Counsel, have you 
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provided the copies to the reporter, or would you? And once 

that has been done, I will direct the reporter to receive 

that material into evidence and transcribe it into the 

record. 

[Designation of Written 

Cross-Examination of Altaf H. 

Taufique, USPS-T-38, was received 

into evidence and transcribed into 

the record.] 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 2000 Docket No. R2000-1 

DESIGNATION OF WRllTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS ALTAF H. TAUFIQUE 
(USPS-T-38) 

Alliance of Nonprofit Mailers 

Coalition of Religious Press 
Associations 

National Newspaper Association 

Professional Football Publication 
Association, Inc. 

lnterroaatories 
ANM/USPS-T38-4 
MHIUSPS-T38-1-3 
MPNUSPS-T21-2a-c redirected to T38 
NNAIUSPS-T38-2,4-6 
PFPAIUSPS-T38-1-3, 6-7 
PostComlUSPS-T38-1 
UPSIUSPS-T38-1 

ANMIUSPS-T38-2, 7 
CRPAIUSPS-T38-1-19 
NNAIUSPS-T38-1 
PFPAIUSPS-T36-4-5 

ANMIUSPS-T38-4 
CRPAIUSPS-T38-1,4, 7, 13, 17-18 
NNAIUSPS-T38-1-2,4-6 
PFPAIUSPS-T38-1.5-6 
UPSIUSPS-T38-1 

PFPAIUSPS-T38-1-6 

Respectfully submitted; 

Maharet P. Crenshaw 
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INTERROGATORY RESPONSES OF 
UNITED STATES POSTAL SERVICE 

WITNESS ALTAF H. TAUFIQUE (T-38) 
DESIGNATED AS WRllTEN CROSS-EXAMINATION 

Interroaatorv: 
ANMIUSPS-T38-2 
ANMIUSPS-T38-4 
ANMIUSPS-T38-7 
CRPNUSPST38-1 
CRPNUSPS-T38-2 
CRPNUSPS-T38-3 
CRPAIUSPS-T38-4 
CRPANSPS-T38-5 
CRPNUSPS-T38-6 
CRPNUSPS-T38-7 
CR?NUSPS-T38-8 
CRPNUSPS-T38-9 
CRPNUSPS-T38-10 
CRPNUSPS-T38-11 
CRPAIUSPS-T38-12 
CRPNUSPS-T38-13 
CRPA/USPS-T38-14 
CRPNUSPS-T38-15 
CRPNUSPS-T38-16 
CRPNUSPS-T38-I 7 
CRPNUSPS-T38-18 
CRPNUSPS-T38-19 
MH/USPS-T38-1 
MHIUSPS-T38-2 
MHIUSPS-T38-3 
MPNUSPS-T21-2a redirected to T38 
MPNUSPS-T21-2b redirected to T38 
MPAIUSPS-T21-2c redirected to T38 
NNANSPS-T38-1 
NNNUSPS-T38-2 
NNAIUSPS-T38-4 
NWUSPS-T38-5 
NNAIUSPS-T38-6 

Desianatina Patties: 
CRPA 
ANM. NNA 
CRPA 
CRPA. NNA 
CRPA 
CRPA 
CRPA, NNA 
CRPA 
CRPA 
CRPA, NNA 
CRPA 
CRPA 
CRPA 
CRPA 
CRPA 
CRPA. NNA 
CRPA 
CRPA 
CRPA 
CRPA, NNA 
CRPA, NNA 
CRPA 
ANM 
ANM 
ANM 
ANM 
ANM 
ANM 
CRPA, NNA 
ANM, NNA 
ANM, NNA 
ANM, NNA 
ANM, NNA 
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PFPNUSPS-T38-1 
PFPNUSPS-T38-2 
PFPNUSPS-T38-3 
PFPNUSPS-T38-4 
PFPAIUSPS-T38-5 
PFPNUS PS-T38-6 
PFPNUSPS-T38-7 
PostComlUSPS-T38-1 
UPSIUSPS-T38-1 

ANM. NNA, PFPA 
ANM, PFPA 
ANM, PFPA 
CRPA, PFPA 
CRPA, NNA, PFPA 
ANM, NNA, PFPA 
ANM 
ANM 
ANM. NNA 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF ALLIANCE OF NONPROFIT MAILERS 

ANMIUSPS-138-2. Please produce a table showing the rate changes for 
nonproffi Periodicals mail that would follow from the Postal Service's proposed 
cost estimates if the existing statutory constraints on preferred rates remain 
unchanged. Please use a format comparable to the schedule on pages 25-26 of 
Attachment B to the USPS Request. 

RESPONSE 

The attached table presents the rates prepared in response to POlR No. 

2, Question 1. As stated in my response to POIR No. 2, these rates were 

specifically prepared to meet the requirements of the POlR and do not constitute 

an alternate proposal of the Postal Service. 

The underlying data linking these rates to the proposed mark-up, volume 

variable costs and volume forecasts for the test year are included in library 

reference 1-203. in hardcopy and electronic form. 
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Attachment to Response to ANMIUSPS-T38-2 

Per Pound 
Nonadvertising Portion: 
Advertising Portion: 
Delivery Office 
SCF 
182 
3 
4 
5 
6 
7 
8 

Per Piece 
Less Nonadvertising Factor 
Required Preparation 

Presorted to 3digit 
Presorted to 5digit 
Presorted to Carrier Route 

Prepared to Delivery Office 
Prepared to SCF 
High Density 
Saturation 

Automation Discounts for Automation 
Compatible Mail 
From Required: 

From 3-Digit: 

From &Digit: 

Discounts: 

Prebarcoded letter size 
Prebarcoded Rats 

Prebarcoded lelter size 
Prebarcoded flats 

Prebarcoded letter size 
Prebarcoded flats 

Periodicals 
Nonprofit Subclass 

Postage 
Rate Unit 

Pound 

Pound 
Pound 
Pound 
Pound 
Pound 
Pound 
Pound 
Pound 
Pound 

Piece 
Piece 
Piece 
Piece 

Piece 
Piece 
Piece 
Piece 

Piece 
Piece 

Piece 
Piece 

Piece 
Piece 

Current 

Rate 
(cents) 

15.6 

15.5 
17.8 
21.5 
22.9 
26.3 
31.6 
37.1 
43.8 
49.5 

4.4 
25.1 
20.8 
18.3 
11.3 

0.7 
0.4 
1.9 
3.7 

6.2 
4.6 

.4.7 
2.4 

3.5 
2.1 

ANMIUSPS-T384 

Rate 
(cents) 

18.2 

16.9 
19.9 
23.3 
24.8 
28.7 
34.5 
40.6 

54.4 

5.1 
27.7 
24.7 
21.5 
13.4 

1.3 
0.7 
3.2 
4.7 

48.0 

5.3 
3.3 

5.7 
2.8 

4.3 
2.2 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO4UTERR064TORE6 OF ALLIANCE OF NONPROFIT MAILERS 

ANUUSPS,T3E-4. This question refers to page 4, lines 21-22 of USPS- 
T-38. where you state that 7 h e  statistical systems that are used to estimate cost 
data forth8 Miraus subclasses win become even more reliable if the Regular, 
Nonproft and Classroom subclasses are combined into a single larger subclass. 
Both the vdume and cost for the Outside County subclass should attain greater 
stability as a result of this combination." 
(a) In the phrase W e n  more reliable," what measures of reliability and stability 

did you have in mind? 
(b) Please produce (or cite, if already filed in this docket) all data, studies and 

analyses that support your belief that the cost data for nonproft Periodicals 
mail are already 'reliable" by those measures. 

(c) If the cost data are reliable, please explain why there is a problem with their 
stability. 

RESPONSE 

a-c. 

that over time the repeated sampling of a larger, more stable population will 

exhibit less variation than the repeated sampling of a smaller, less stable 

population. This statement is purely comparative and makes no qualitative or 

quantitative statement about the current state of reliability. However, I 

understand other witnesses do address postal data systems, the uses to which 

postal data can be put, and why such uses may be appropriate. 

The quoted section of my testimony conveys the common sense notion 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF ALLIANCE OF NONPROFIT MAILERS 

ANMIUSPS-138-7. Note 1 to Schedule 421 of the Postal Service's proposed 
rates (USPS Request, Attachment B at 27) states that the rates in Schedule 421 

also apply NonprbM. ..and Classroom.. .rate categories. These 
categories receive a 5 percent discount on all components of 
postage except advertising pounds. Moreover, the 5 percent 
discount does not apply to commingled, nonsubscriber, 
nonrequestor, complimentary, and sample copy in excess of the 10 
percent allowance under DMCS sections 412.34 and 413.42, or to 
Science of Agriculture mail. 

(a) Please confirm that the individual rates shown in the proposed Rate Schedule 
421 (USPS Request, Attachment B at 25-26) do not reflect the 5 percent 
discount. If you do not conflrm, explain fuily. 

(b) Please produce a table. in the same format as Rate Schedule 421, showing 
the specific rates proposed by the Postal Service for nonprofd periodical mail. 

RESPONSE: 

a. Confirmed. 

b. The attached chart provides the information requested. It should be noted that 

this chart was developed only to fulfill the requirement of this Interrogatory 

. and does not constitute the Postal Service's proposal. The Postal Service's 

proposal Includes only one Outside County rate schedule with a 5 percent 

discount for Nonprofi and Classroom mailers on all components of postage 

except advertising pounds. It should also be noted that the rates in the 

Attachment would not calculate the exact same postage as proposed by the 

Postal Service due to rounding of rates in each cell. 
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Attachment to Response to ANMIUSPS-T38-7 

' -  Periodicals 
Nonprofit Subclass 

Per Pound 
Nonadvertising Portion: 
Advertising Portion: 

Delivery Office 
SCF 
182 
3 
4 .  
5 
6 
7 
8 

!r Piece 
Less Nonadvertising Factor 
Required Preparation 

Presorted to 3-digit 
Presorted to 5-digit 
Presorted to Carrier Route 

Prepared to Delivery Offlce 
Prepared to SCF 
High Density 
Saturatlon 

Automation 'Discounts for Automation 
Compatible Mail 
From Required: 

From 3-Digit 

From 5-Digit: 

Discounts: 

Prebamded letter size 
Prebamded flats 

Prebarcoded letter site 
Prebarcoded flats 

Prebarcoded letter size 
Prebarcoded flats 

Postage 
Rate Unit 

Pound 

Pound 
Pound 
Pound 
Pound . 
Pound 
Pound 
Pound 
Pound 
Pound 

Piece 
Piece 
Piece 
PreCe 

Piece 
Piece 
Piece 
Piece 

Piece 
Piece 

Piece 
Piece 

PleW 
Piece 

AUhlRJS PS-738-7 
Rate 
(cents) 

17.7 

18.0 
21 .o 
24.7 
26.3 
30.2 
30.1 
42.3 
49.9 
56.3 

6.3 
30.2 
26.0 
21.1 
13.4 

2.0 
1.1 
2.4 
4.1 

5.3 
3.0 

4.3 
2.6 

4.6 
2.7 

-. . 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPNUSPS-T38-1. Referring to your proposal in Docket MC99-3 to solve the 
“anomaly” between Nonprofit and Regular Rate Periodicals, see USPS-T-1, at 7. 
you there stated that ‘This proposed classification change is also consistent with 
criteria 2 and 5, by maintaining the special Nonprofit and Classroom 
classifications, rather than pushing Nonprofit and Classroom mailers into the 
Regular subclass.” Your testimony In RZOOO-1, however. proposes to eliminate 
these classifications by, in your words, Yormatian of an Outside Cwnty 
subclass...’. USPS-T-38 at 1. 

Please reconcile these statements made in MC99-3 which was decided less than 
a year ago, with your foregoing statement in this case. 

RESPONSE 

The purpose of filing Docket No. MC99-3 was to assure that Nonpmfit 

Periodicals mailers were not required to pay higher postage than their Regular 

counterparts for mail with identical characteristics. To achieve that objective, the 

Postal Service requested and the Commission recommended that Nonproffi 

mailers have the flexibility to shift between the Regular and Nonpmffi rate 

schedules on an issue-by-issue basis. The Postal Service also requested that 

less than 10 percent advertising be counted as 0 percent advertising for 

Nonpmfit mailers, even i f  they were using the Regular schedule. Also, at the time 

of filing, the Postal Service hoped that rate anomalies could be avoided in the 

next omnibus filing. See Docket No. MC99-3, USPS-T-1, p. 3, lines 16-18. 

The hope during Docket No. MC99-3 was that rate anomalies could be avoided 

without changing the subclasses. In preparation of Docket No. R2000-1, 

however, it became dear that rate anomalies were a more persistent problem. 

The Postal Service was faced with the choice between proposing more rate 

anomalies or seeking a change in RFRA that would solve this problem in the 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPNUSPS-T38-I, page 2 of 2. 

current as well as future filings. Recognizing that rate anomalies could be a long- 

term problem, the Postal Service opted for the latter optin. which would 

guarantee that preferred publications would pay lower postage than a 

comparable Regular publication. 

There is no inconsistency between my statement In Docket MC99-3 and the 

proposal to form an Outside County subclass in the current docket in the sense 

that in both situations the desire was to ensure that Nonprofit mail would pay no 

' more than Regular mail of identical characteristics. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPA/USPS-T38-2. Why is USPS maintaining eligibility of Nonprofit and 
Classroom mailers using Rate Schedule 427 to claim 100 percent editorial 
content if they have 10 percent or less advertising content in light of the desire of 
USPS to ‘simpli i  the Periodicals Class by making the rates for Nonprofn 
periodicals practically Identical to Regular Rates, and by the proposal to eliminate 
Nonprofit Periodicals as a separate subclass? 

RESPONSE 

This was done in recognition of the preferred status of Nonprofit mailers. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPAIUSPS-138-3. 
(a) How many periodical nonprofe permits are currently active? 
(b) How many periodical regular rate permits are currently active? 
IC) How manv nonorofe Periodicals Dav regular-rates as a result of the decision in . _  - 
Docket MC99-37 . 
ki) If the rates that vou DroDose are lmdemented by creation of the Outside 
County Subclass, 6ow many nonprofe periodicals win pay lower rates than they 
would otherwise pay if the subclasses had been kept separate as illustrated in 
your response to ANM/USPS-T-38-2 and In your response to POlR No.2. 
Question l? 

RESPONSE 

a) 9,679. 

b) 22.798. 

c) Records show that there are 1,218 Nonproffl Periodical permits that mail both 

. under Nonprofit and Regular rates. 
~ 

d) It is not possible for me to calculate the impact of the proposed rate 

schedules on each individual mailer. The overall increase for NonpMg 

Periodicals would be lower under the Outside County subclass scenario, 

compared to a stand-alone Nonprofk rate schedule. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO lNTERROGATORlES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPNUSPS T384. On p.2 of your testimony, you state: "Only in some instances 
when Regular rates are combined with some relatively large Regular discounts. a 
preferred mailer may pay tower postage using the Regular schedule rather than 
the preferred rate schedule.'' 

(a) Are there currently more instances when a preferred mailer may pay lower 
postage using the Regular schedule because of 'relatively large Regular 
discounts" than instances when a preferred mailer would pay hlgher postage 
using the Regular schedule? 
(b) Identify the "relatively large Regular discounts" to which you refer 
(c) Would one alternative to creation of an Outside County Subclass which 
combines Regular, Nonproffi and Classroom publications be adjustments to the 
'relatively large Regular discounts" to which your testimony refers? 

RESPONSE 

a) Based on the nUmb8r of permits that utilize both Nonprofit and Regular 

schedules (see my response to CRPA-T38-3, part c), only 1218 out of 9,679 

active Nonprofit permits are using both schedules. This shows that 

approximately 12.6 percent of active Nonprofit permit holders may have found 

their postage calculated under the Regular schedule lower than when using 

the Nonprofit schedule. But depending on the volume mailed by these mailers 

. the percent of volume paying tower postage using Regular schedule could be 

. significantly higher or lower. 

b) One relatively large discount that causes this anomaly is the per piece 

editorial discount. Currently, this discount for Regular is $0.00059 for each 1 

percent of nonadvertising content compared to $0.00044 for Nonprofit. Also 

the SCF and DDU dropshipment discounts for Regular am larger than for 

NonDrofit. 



6961 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

C) There are two possible ways of adjusting the discounts. One is to reduce the 

discounts for Regular mailers and the other would be to increase the 

. discounts for preferred mailers. Limiting the increase in the Regular editorial 

discount significantly below the overall increase carries the risk that 

periodicals wRh less advertising would face larger increases than periodicals 

with more advertising. The alternative possibility is to increase the editorial 

discount for preferred classes, but like any other discount it is a leakage from 

the revenue stream and would lead to higher Increases in other rate cells. 

Given the overall increase, that was not deemed to be a desirable option. 

.Another problem with adjusting the discounts is that, generally, the dropship 

discounts are based on actual cost savings as measured for the respective 

subclasses. 

' 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPA/USPS-T38-5. Please demonstrate how USPS-T-32. Exhibit USPS-32B. 
p.1. validates your statement on p.3 of your testimony, line 14. that Periodicals’ 
casts have increased at a higher rate than most other mail classes. If the referred 
Exhibit does not demonstrate what you claim, please identify and reproduce in 
your answer any other data presented by USPS in this case, with sources cited. 
that verify your statement. 

RESPONSE 

In my testimony the citation of USPS-T-32, Exhibit USPS-32B. p.1 was used to 

show the low cost coverage proposed by witness Mayes for the Periodicals 

subclass. The statement regarding the increases in Periodicals’ costs being 

higher than most other classes can be indirectly verified by looking at ExhibZ 

USPS-32D. page 1 of 1, where witness Mayes presents the summary of changes 

in proposed over current rates. The rate increase for Outside County Periodicals 

is 12.7 % even though this subclass has the lowest cost coverage. Also, witness 

Bernstein (USPS-T-41) presents the change In Marginal cost in Table 14D of his 

testimony. My understanding is that this table compares TYBR costs filed by the 

Postal Service in Docket No. R97-1 to TYBR costs filed In the current docket. 

This table supports my statement on page 3, line 14 of my testimony. 

’ 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPNUSPST386. On p.3, line 5 of your testimony you state that "half the 
Regular mark-up" will not keep preferred postage below Regular postage in all 
instances when the Periodicals markup is low. 

(a) Confirm that when the Periodicals markup was not "low", that some 
periodicals which qualified for nonproft rates mailed at regular rates. 
(b) Confirm that during these years referred to In (a), some periodicals that 
qualified for nonprofit periodical rates mailed at thirdalass (Standard A) nonprofit 
rafes. 
(c) If you confirm (a) and (b), please illustrate why these periodicals would have 
chosen not to mail at a 'preferred" rate for which they qualified. 
(d) If 'half of the Regular markup won't keep preferred rates lower all instances 
at present. would some other percent of the Regular markup achieve that goal, 
assuming that the goal is desirable to begin with? 

RES P 0 N S E 

a) I cannot confirm the statement, but it is possible that some periodicals that 

qualified for Nonprofit rates mailed at Regular rates. 

b) I cannot confirm the statement, but it Is possible that some periodicals that 

qualified for Nonprofit Periodicals rates mailed at Standard (A) nonproffi rates. 

c) Not Applicable. 

d) Given the fact that the Regular mark-up is 50 small, I do not expect that a 

smaller fraction would have led to the desired result. Le. mail with identical 

characteristlcs should find the Nonprofit schedule lower than the Regular 

schedule In all instances. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALlTlON OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPAIUSPS-T38-7. Explain why "legislative change is the only certain way to 
amid rate anomalies in the current rate case as well as future proceedings", 
when you premise your statement on a 'potential", not a certainty, that there will 
be "relathrely low Periodicals markups in the near future". USPS-T-38 at 4. lines 
14-15. 

RESPONSE 

My statement on page 4, lines 13-15 reads "Glven the potential of relatively low 

Periodicals markups in the near future, this legislative change is the only certain 

way to avoid rate anomalies in the current rate case as well as future 

proceedings." Relatively low markups are not certain, but if the low Regular 

Periodicals markups continue, then I believe that the only certain way to avoid 

rate anomalles is the proposed legislative change. 
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RESPONSE OF UNlTED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPAIUSPS-T38B. 

(a) Is it true that if some costs now attributed to Periodicals were found to be non- 
variable institutional costs, that the markup for Periodicals would be higher, all 
other factors being held constant? 
(b) If the result descrlbcd in (a) occurred, would legislative change be the only 
certain way to avoid rate anomalies like those that you describe? 

RESPONSE 

a) Depending on the proportion of costs moved from attributed to institutkmal, it 

is possible that the Postal Service would be in a position to propose a higher 

markup for Periodicals. 

b) As I have stated in my testimony "Given the potential of relativelylow 

Periodicals markups in the near future, this legislative change is the only 

certain way to avoid rate anomalies in the current rate case as Well as future 

proceedings." But if the markups are higher, then legislative change might not 

be required to avoid rate anomalies. The proposed legislative change would 

nonetheless provide a more direct method to ensure lower Nonproflt postage 

than Regular postage for mail of identical characteristics. 

. 

. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

(a) Are you certain that if the “5%“ solution for Nonprofit Periodicals were 
adopted, that rates for nonprofit periodicals reclassified to Outside County. would 
be lower man regular rate periodicals in every instance? 
(b) If your answer to (a) is no, or that you don’t know, identify or give examples of 
which kinds of regular rate periodicals would continue to have rates lower than 
nonprofit periodicals. 
(c) If you provide examples as requested in (b), is it your opinion that most 
nonprofit periodicals, (as opposed to volumes per se) would find themselves in a 
situation where their rates would exceed rates for those regular ra!e periodicals 
identified in (b)? 

RESPONSE 

a) I am certain that mail with identical characteristics would pay lower postage 

with a 5 percent discount than without a 5 percent discount. So if two mailers, 

one with Nonprofit qualification and the other without, have identical pieces, 

. and presort, automate and dropship their mail to the same level, than the one 

with the Nonprofit discount would have lower postage compared to the other. 

b) Not applicable. 

c) Not applicable 
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RESPONSE OF UN\TED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPAIUSPS-138-10. Would the increase for a separate Nonprofit Subclass like 
that set forth in your esponse to ANMIUSPS-T-38-2 exceed the increase of 12.7 
percent which you project for the Outside County subclass on p.5 of your 
testimony? 

RESPONSE 

Yes. The overall percent increase for the Nonproffl subclass would be greater 

than the 12.7 percent increase for the Outside County subclass. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPAIUSPS-T384 1. 
(a)Using the billing determinants for periodicals now in the periodical nonprofit 
subclass, and using the costs. weight and volumes found in the Cost and 
Revenue Reports set forth in the testimonies of witnesses Kashani and Meehan. 
assuming current subclasses were maintained in the test year, would the 
attributable cost per piece for an average (e.g., as set forth in the CRA data) 
nonprofit periodical In the test year be higher or lower than an average regular 
rate periodical in the test year, and what would those respective figures be7 
(b) If your answer to (a) is that the average attributable cost for a nonproffi 
periodical would be lower than that for a regular rate periodical, why would 
legislation to ellminate a separate classification for nonproffi periodical mail be 
the best solution for the so-called rate anomaly that you discuss? 

RESPONSE 

a) The cost per piece for Regular Periodicals In the Test Year is 26.262 cents. 

LR-1-167. Spreadsheet O W .  page I of I (TYBR cost (w/o contingency) 

divided by TY Before Rates Volume). The cost per piece for Nonprofit 

Periodicals In the Test Year is 18.483 cents, LR-1-167, Spreadsheet OCG, 

page I of 1 (TYBR cost (w/o contingency) divided by TY Before Rates 

Volume). Therefore. the average cost per piece for Nonprofn Periodicals is 

lower than the average cost per piece for Regular Periodicals. 

b) The legislation to combine the Regular, Nonproffi and Classroom subdasses 

into one Outside County subclasses to avoid rate anomalies is necessary 

because the final rates are based on a variety offactors including billing 

determinants (weight of the piece. editorial mntent,'dlstribution of advertising 

pounds to various zones, level of presort, volume of barcoded pieces and 

dropshipped volume at various destination facilities, etc.), volume Variable 

costs, cost saving estimates for worksharing, and the proposed cost 

coverage. Given these factors, the rates that resulted for the Regular and 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCi ATlONS 

CRPA/USPS-T38-11, page 2 of 2 

Nonprofit subclasses in Docket No. R97-1 caused the anomaly that is 

discussed in my testimony. The rate anomalies concern the Regular and 

preferred rates for mail of the same characteristics. and thus with the same 

costs. Average costs for the Regular and preferred classes are not directly 

related to rate anomalies. 

I disagree with the characterization "so-called rate anomaly" in your question. 

Nonprofit mailers.. the Postal Service, and the Commission all agreed on the 

existence ofthis anomaly. The Postal Service filed Docket No. MC99-3 to 

provide an alternative to Nonprofit mailers and the Commission 

recommended the proposed changes which were subsequently approved by 

the Board of Governors. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPAIUSPST38-12. 
(a) Why is USPS using delivery unit cost data for Standard A mail to calculate 
delivery unit costs for Periodicals? See, USPS-T-38. at 11, lines 6-8. 
(b) What particular delivery costs and functions are referred to on p. 11 of your 
testimony? 

RESPONSE 

, a) Delivery cost estimates for Standard (A) provide the best proxy. 

b) The delivery costs referred to in my testimony are in LR-1-167, Spreadsheet 

OC-H, page 1 of 1. Witness Daniel (USPS-T-28) discusses the derivation of 

these estimates. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPNUSPS-T38-13. Do you agree with the following statement: "There is 
no basis for granting discounts which are much larger than the Postal 
Service savings." ' 

RESPONSE 

No. 

Section 39 U.S.C. 5 3622(b), critetfon number4 requires the Postal Service to 

take into account the effect of rate increases upon the general public, business 

mail users, and enterprises in the private sector of the economy engaged in the 

delivery of mail matter other than letters. 

' Given the magnitude of the overall increase and lower cost savings for barcoded 

mail, the Postal Service proposes to mitigate the impact of this rate increase for 

mailers that prepare barcoded pieces. Passthroughs are a tool to mitigate the 

impact of changing operational and cost conditions. For instance. in Docket No. 

R97-1, I used less than 100 percent passthroughs for more finely presorted and 

barcoded mall to mitigate the impact of a rate increase on mailers that prepared 

less presorted and non-automated mail. 
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RESPONSE OF UNiTED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPNUSPS-138.14. If a mailer receives a worksharing discount that eXCeedS 
the savings caused by the worksharing, does this exc8ss Muse other mailers in 
the same subdass to pay a rate higher than otherwise would be the case? If your 
answer is affirmative, please give an example. 

RESPONSE 

Yes. Assuming a given cost coverage the impact of any worksharing discount 

increases the overall revenue required from the rest of the subclass and flows 

through all the rate dells. 
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January 1,1995 
January 1,1990 
January 1.1997 
January I, 1998 
January 1,1999 
January 1,2000 

.- 

Regular Rate Nonprofit 
Cents Cents 
13.9 11.1 
13.9 11.2 
11.9 . 10.4 
11.9 10.5 
11.9 10.7 
12.2 11.3 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPNUSPS-138-15. Please fill in the per-piece periodical nonprofit and regular 
per-piece rates for carrier sorted pieces for the following years: 
1/1/95 1/1/98 1/1/97 1/1/98 1/1/99 1/1/00 l/UOl(lf R2000 rates ok'd) 

non-profit 

regular rate 

RESPONSE 
Basic Carrier Route Rate 

The proposed Carrier Route rate for the Outside County subclass Is 14.1 cents. 

Nonprofit and Classroom mailers receive a 5 percent discount on all postage 

elements except advertising pounds. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPNUSPS-138-16. What is the correlation between Gamer-route sorted mall 
and mail which Is entered in SCF and in DDU destination facilities? If USPS has 
documentation of such a correlation, please produce such docurnentatlon andlor 
evidence. 

RESPONSE 

Mail entered at the Destination Delivery Unit (DOU) is required to be Carrier 

Route sorted. Destination SCF mail is not required to be Carrier Route sorted. 

but could contain some Carrier Route sorted mail. Beyond this, I am not aware of 

any correlation. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPA/USPS-T38-17. Your rates passthrough 112% of avoided costs for pieces 
in the Outside County subclass (proposed) sorted to carrier route. USPS-T-38 at 
12. You likewise passthrough 109% of savings for Basic automation pieces in 
this subclass, and 119% for threedigit Automation pieces, Id, at 13. You do not 
specify a passthrough for five-diglt Automation pieces in this subclass. 
(a) What is your proposed passthrough of costs savings for fivedigit Automation 
pieces in this category? 
(b) if all per-piece rates passed through 100% of costs savings, what per-piece 
rates would you propose 
(1) for the proposed Outside County subclass? 
(2) for separate Regular and Non-Profk Subclasses as illustrated In your 
response to POlR 2, Question I? 

RESPONSE 

a) The passthrough for the 5-Digit automation category Is 284 percent. 

b) 1. Please see the attachment labeled Periodicals Outside County'Rate - 
CRPNUSPST38-17b. 1 Rates 

2. Please see the attachments labeled: Regular - POlR 2 Rates 
. Adjusted for CRPNUSPS-T38-17b. 2 and Nonprofit - POlR 2 Rates 

Adjusted for CRPNUSPS-T38-17b. 2. 
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Atiachment to CRF”SPS-T38-17 b. 1 

TES’ 



_- 
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Anachment to CRPAIUSPS- ~38-17b.z 

REGULAR - POlR 2 RATES ADJUSTED FOR CRPAlUSPS-T38-17b.2 
CRPA llb.21 
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CRPA 1711.2 

NonproM Pounds I 

Attachment to CRPANSPS T38-17b.~2 

.... 

Wivllry Unit S 0.171 
SCF 6 om 
Zona  qh2 s 0.23: 
m e  5 I 01x 
zom4 s o a f  
- 5  s 0.347 
zona 6 s 0.w 

s 0.w 
s 0.54! 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORiES OF COALITION OF RELIGIOUS PRESS 

ASSOCiATlONS 

CRPAIUSPS-138-18. You justify a new Outside County subclass by review of 
the standards of Section 3623 of the Postal Reorganization Act, USPS-T-38 at 

Please consider the following: 
15-16. 

The key distinguishing consideration between class/subclass and rate 
category has, since early cases, been the differential pricing for separate 
and distinct products. To identify groupings of mail, which should be 
accorded subclass rather than rate category treatment, the Commission 
traditionally has sought to identify differences in both cost and market. or 
demand." 

PRC Opinion and Recommended Decision, Docket MC95-I. para. 3022. 

(a) What demand analysis has USPS made to ascertain that Nonprofit and 
Regular Rate Periodlcai Mail should be merged into one subclass? 

(b) What cost data similarities justify the elimination of the Nonprof~ Periodical 
. Subclass and its merger with Regular Rate Periodicals in a new Outside 

County Subclass? 

RESPONSE 

a) The Postal Service has not conducted any demand studies in this regard. 

b) Please see the response of witness Smith (USPS-T-21) to the McGraw-Hili 

interrogatory MH/USPS-T21-2 for a discussion of mail processing unit costs 

for Periodicals Regular and Perlodicals Nonprofit mall. It appears from that 

discussion that a significant amount of cost dissimilarities can be explained by 

the Billing Determinants of these two subclasses. Moreover, I do not see any 

reason why a Nonprofit piece would cost less than a Regular piece with 

identical mal characteristics. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF COALITION OF RELIGIOUS PRESS 

ASSOCIATIONS 

CRPAIUSPS-T38-19. 
(a) In support of the Outside County subclass classification change, you state, at 

15. that Nonprofit and Classroom publishers receive "a discount in recognition 
of their preferred status". Is a "discount" a rate element or a separate 
classification? 

with the exception(for now) of the Within County Subclass, is it the position of 
the Postal Service that Congress is the primary actor in mail reclassification? 

(c) Is USPS support for legislation like H.R. 22, now pending in the House of 
Representatives, consistent with its support of Congressional action to 
eliminate a separate nonprofit periodical subclass? Please explain either an 
affirmative or a negative response. 

. 

(b) In lighbof USPS support for legislation to merge the Periodical subclasses. 

RESPONSE 

a) Under our proposal. there would remain separate classffication provisions for 
' 

Nonprofit and Classroom periodicals. These categories, however, would no 

longer constitute separate subclasses. 

b) Congress has Identified certain mail for which it has directed that rate 

preferences be maintained, and prescrlbed the methodology for maintaining 

these preferences. The Postal Service and the Commission lack independent 

authority to expand or contract the types of mail eligible for these preferences 

or change the method prescribed for maintaining them preferences. 

Congress has not, however, constrained under current law the authority of the 

agencies to reclassify preferred rate matter, as long as the required 

preferences and the prescribed method for providing preferences are 

observed. 

c) It is not entirely clear that the two are related. Also see witness Mayes 

(USPS-T-32) response to CRPNUSPS-T32-10. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF McGRAW-HILL COMPANIES, INC. 

MHIUSPS-T38-1. 
correspondence created by in-house or outside economists. cost analysyts or 
consultants for the Postal Service since July 1, 1998 concerning possible causes 
of the rapid cost increases attributed to Periodicals Regular mail by the Postal 
Service costing systems. 

Please produce all reports. memoranda, and 

RESPONSE 

LR-1-217 and LR-1-193 contain what has been identified. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF MCGRAW-HILL COMPANIES, INC. 

MHIUSPS-T38-2. With respect to your testimony (p. 4. II .  18-19) that "Nonprofit ... 
mail is not believed to have different cost causing characteristics compared to 
Regular mail of the same profile:" 
a. Please explain all the reasons for the disparity in mail processing unit costs 

for Periodicals Regular mail Periodicals Nonprofd mail, respectively. as set 
forth in attachment 17 to the testimony of witness Smith (USPS-T-21). 

b. Please confirm that the disparity is not fully explained by billing determinant 
data. If you do not confirm, please explain fully. 

RESPONSE 

a. Please see the response of witness Smith (USPS-T-21) to McGraw-Hill 

interrogatory. MHNSPS-T21-2. 

b. I am unable to determine whether the dispam is fully explained by billing 

determinant data. Please see the response of witness Smith (USPS-T-21) to 

McGraw-Hill interrogatory. MH/USPS-T21-2. 

_- 

I 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFtQUE 
TO INTERROGATORIES OF McGRAW-HILL COMPANIES, INC. 

MHlUSPS T38-3. Please explain the extent to which the 'significant decline in 
the value of a barcode," referred to p. 12, lines 16-17 of your testimony, is 
caused by the failure of the Postal Service to process machinable, prebarcoded, 
flats in automation operations, as indicated in USPS LR-1-193. Strategic 
Improvement Guide for Fiats Processing, September 1999, p. 3 ("alarming 
statistic" that "in FY 1997 more than 50% of all non-Carrier Routed barcoded flats 
... presented by mailers at automation discount rates was processed and 
distributed in operations other than automation"). 

RESPONSE 

It is my understanding that the value of a barcode is based on Test Year data 

and mailflows and not on any historical barcode utilization. Please refer to 

witness Yacobucci's testimony (USPS-T25) for a discussion on isolating barcode- 

related savings. It is also my understanding that any prospective utilization of a 

barcode may partly explain the magnitude of a barcode's value but other factors 

such as improvements to processing nonbarcoded mail and the degree of mail 

presortation may more fully explain the magnitude of a barcode's value. 
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,- RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICA, INC. 

REDIRECTED FROM WITNESS SMITH (USPS-T-21) 
a 

MPAIUSPS-TZl-+'. 
a. Please provide Periodicals Regular Rate billing determinants for FY 

1989, FY 1992, and FY 1999. Please provide the billing determinants 
in an electronic spreadsheet using the rate categories that the 
Postal Service is proposing in this docket. 

b. Please describe the methodology that you used to develop billing 
determinants for FY 1989 and FY 1992. 

c. Please confirm that Periodicals Regular Rate mailers performed 
more worksharing in FY 1999 than they performed in either FY 1989 
or FY 1992. If not confirmed, please explain. 

RESPONSE 

a. The Billing Determinants are provided in Library Reference 1-272 both in hard 

copy and electronic formats. The adjustment of 1989 and 1992 Billing 

Determinants to approximate the rate categories used in the current filing was 

done using 1990 Mail Characteristics Study. The data collection for this Mail 

Characteristics Study was conducted in 1989 and may not reflect the 

characteristics of Periodicals mail in 1992. Also, these Billing Determinants 

were based on presort distribution of pieces in sacks even though this reflects 

only 52 percent of the pieces. GFYl999 adjustments ware done using the 

distribution afler the implementation of Docket No. R97-1 rates. 

b. The original Billing Determinants for FY1989 and M i 9 9 2  are provided in the 

worksheets '1989' and '1992' (Spreadsheets A and B) respectively. The 

worksheet titled '1990 Mail Chrct Stdy' (Spreadsheet C) contains the data 

that were used to convert these Billing Determinants into the format used in 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFtQUE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERICA, INC. 

REDIRECTED FROM WITNESS SMITH (USPS-T-21) 
Q. 

MPA/USPS-T21-\ a-c, p. 2 of 3 

the current filing. Pound data, Carrier Route volume, and discounted pieces 

were not changed at all. Basic. 3-Digit, and 5-Digit presort were calculated 

using the information in the '1990 Mail Chrct Stdy' worksheet. Since 52 

percent of the pieces were in sacks in 1990. presort mix in sacks was used to 

determine the three levels of presort. 62 percent of level A for both years was 

moved to the 3digit level while the other 38 percent was retained at the Basic 

level. Almost 80 percent of level B volume was moved to the 5-Digit level 

while the Optional City and Unique $Digit volume was retained and 

combined with the non-unique $Digit volume moved from level A. Carrier 

Route presort level was not affected by this change. In 1989 there were no 

automation discounts while in GFY1992 only letter shaped pieces received 

automation discounts as reflected in the final Billing Determinants. The 

automation letter volume was subtracted from the appropriate levels to avoid 

double-counting. 

GFYl999 Billing Determinants were also adjusted to reflect the categories 

used in the current filling. The worksheet titled 'FY99-Adj.Jac.' (Spreadsheet 

F) contains quarterly data for FY99 and reflects both the old 3/5 combined 

category and the separate 3-Digit and 5-Digit categon'es implemented on 

January 10,1999. The new distribution was used to convert the old 

categories and a new distribution was developed for combined old and new 

volumes. This distribution was then applied to GFY volumes. In this case 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF MAGAZINE PUBLISHERS OF AMERfCA, INC. 

REDIRECTED FROM WITNESS SMITH (USPS-T-21) 
Cb 

MPA/USPS-T21-1, a-c, p. 3 of 3 

also, only Basic, 3-Digit and 5-Digit volumes were affected. Pounds, Carrier 

Route volume and discount categories were not changed. Adjusted 

GFY1989, GFY1992. and GFY 1999 Billing Determinants are provided in the 

worksheet t ied 'BO-All-Yrs.' (Spreadsheet G). 

c. Confirmed. Three major changes that standout in the comparison of these 

three years are the increase in barcoded, Carrier Route and dropshipped 

volumes. While these are positive indicators, they may or may not be 

reflective of other factors such as the number of pieces per container and 

bundle breakage. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF NATIONAL NEWSPAPER ASSOCIATION 

NNNUSPST38-1. You list the volume and cost estimate instability as a 
problem of the current Periodicals subclass classification, and improved volume 
and cost estimate stability as a benefit of the proposed combination of the 
Nonprofit. Classroom, and Regular subclasses and you also note that a rate 
anomaly was one reason for your decision to combine the three subclasses. 
(a) In what way is volume and cost estimate instability related to the Periodicals 

rate anomaly that led to the decision to combined these three subclasses. 
(b) Is one rationale for the proposed merger of three subclasses the dHficulty of 

capturing Nonprofit and Classroom mail in a sampling system? Please 
explain your response. 

continued support of a subclass? 

Periodical subclasses could be obtained if increased sampling of the existing 
subclasses were carried out. If not confirmed, please explain. 

Service to devise rates that eliminated the rate anomaly without combining 
the three subclasses? Please explain. 

(9 If you answered the preceding question in the affirmative, did the Postal 
Service consider seeking greater volume and cost stabilii in the NonproM 
and Classroom subclasses by increasing the sample sizes? If so, please 
explain why this option was rejected. If not, please explain why this option 
was not considered. 

(9) Did the Postal Service determine that a change in the Revenue Foregone 
Reform Act (RFRA) would be preferable to seeking new rates for the existing 
subclasses before it calculated the effects cf costs upon rates in the filing of 
this case? 

_. 

(c) What level of instablllty is deemed too great by the Postal Service to warrant 

(d) Please confirm that greater stability of the volume and cost estimates of 

(e) Would greater volume and cost estimate stability have allowed the Postal 

(h) Were there any other elements in the decision to seek a change in RFRA 
besides the desire to increase stabdity in the cost data and correct rete 
anomaly? If so, please list them and explain. 
Did the Postal Service cansider the merger ofthe Wfihin County subclass 
with the other three subclasses in its current decision to seek a cornbination 
of the other three subclasses? If such a merger was considered and rejected, 
please explain why. If it was not considered at all, please explain why it was 
not. 
Does the Postal Service currently have any plans for future rate cases to seek 
a combination of Within County subclass with the other three Periodicals 
subclasses. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF NATIONAL NEWSPAPER ASSOCIATION 

- 
ir- 

NNA-T38-1. p. 2 Of 5 

RESPONSE 

The premise of the overall query appears to be that the instability of cost and 

volume led the Postal Service to combine the three above-mentioned subclasses 

into one Outside County subclass. My testimony (USPS-T-38). pages 24, 

discusses in detail that avoiding rate anomalies was the major reason for seeking 

the change in RFRA and combining these subclasses into one subclass. Greater 

stability in volume and cost estimates is considered to be an added advantage 

resulting from this combination. Also, please see my response to ANMIUSPS- 

T38-4 where I have discussed that the statement in my testimony regarding 

attaining greater stability in the cost and volume estimates is purely comparative 

and does not make any qualitative or quantitative statement about the current 

state of reliability. 

a. I do not believe that volume and cost instability was a significant cause of rate 

- 

anomalies. In the last rate proceeding the Postal Rate Commission 

recommended, and in this rate case, the Postal Service has proposed, a very 

small cost coverage for Regular Periodicals to mitigate trends in unit costs. 

This relatively small markup for the Regular subclass (one-half of which is 

applied to Preferred classes) removes the buffer between the Regular and 

Nonprofit subclasses. The small buffer, combined with larger discounts for 

Regular compared to Nonprofit. results in rate anomalies. 

b. No. As 1 have stated in my response to part (a), the prime reason for 

proposing this combination was the rate anomaly caused by the relatively low 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF NATIONAL NEWSPAPER ASSOCIATION 

NNNUSPS-T38-1, p. 3 Of 5 

Regular markup. Any improvement in the data systems that estimate volume 

and costs is an added advantage. 

c. I do not believe instability alone would cause the Postal Service to terminate a 

subclass. 

d. Conf~rmed. It is my understanding that the coefficient of variation (CV) is a 

measure of the amount of variation in an estimate due to sampling. This 

sampling variation generally decreases with increases in sample size. 

However, It is my understanding that the sampling system used by the Postal 

Service to measure the volume data for Nonprofd and Classroom captures 

these data with high precision. Therefore, any fluctuations in these estimates 

reflect actual changes in mailer activity and are not due to sampling. The 

coefficients of variation (CV) of the volume estimates for Nonprofit and 

Classroom are well below 1 percent. 

Regarding the cost estimates, it is my understanding that for subclasses of 

mail having very small costs, increasing sample sizes is generally not 

pradlcal. Consider, for example, the cost estimates of Classroom 

publications in Cost Segment 3.1 (Clerks and Mailhandlers, mail processing). 

The CV associated with the Cost Segment 3.1 Classroom publications costs 

is about 16 percent See USPS-T-2, page 8. In orderto decrease this by half 

(to a CV of around 9 percent), the sample size for the entire IOCS would have 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF NATIONAL NEWSPAPER ASSOCIATION 

USPS-T38-1. p. 4 of 5 

to be increased four-fold. Currently the data collection costs for IOCS are 

around 15 million dollars. See response to ANMIUSPS-T2-15. The total 

revenue received in BY 1998 for Classroom Publications is about 12 million 

dollars. It would make l i e  sense to increase data collection costs by around 

45 million dollars to produce slightly more reliable costs for a subclass which 

generates only 12 million dollars of revenue. 

Alternatively, under the proposed combination of Nonproft, Classroom, and 

Regular subclasses, the resulting cost estimate for Cost Segment 3.1 would 

b e  quite stable and have a CV of approximately 1.4 percent, with no 

corresponding increase in data collection costs. 

This example only addresses IOCS cost estimates. The total costs for 

Classroom publications a re  produced by combining estimates from other 

sources. To the extent that any of those are  sample based, there could b e  far 

more data collection costs involved than what is illustrated above for IOCS 

alone. 

e. I do not believe so. 

f. Not Applicable. 

g. No. 

h. No. The  interest in avoiding rate anomalies drove the decision to seek a 

change in RFRA. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF NATIONAL NEWSPAPER ASSOCIATION 

USPS-T38-1, p. 5 Of 5 

i. No. It was not considered at all because the issue of anomalous rates did not 

arise for Wthin County rates. 

j. No. .- 

, 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF NATIONAL NEWSPAPER ASSOCIATION 

NNANSPS-T38-2. Please confin that you are using FY 99 volume data in 
calculating cost coverages for the Within County subclass. 

RESPONSE 

Please see my response to UPS/USPS-T33-1 regarding the use of FY 99 data in 

my testimony and workpapers. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORES OF NATIONAL NEWSPAPER ASSOCIATION 

NNNUSPS-1384. Please refei to p. l?, linos 3 4  of your testimony, where you 
state "the passthroughs for Within Co:mly ar.' by necesstty much smaller than 
other dasses because the cost study is for nonprofit mail.' 

a. Notwithstanding the Postal Service's proposal to merge Nonprofit mail with 
Regular Periodlcals mail, what would the passthroughs of Nonproft mail have 
been? 

b. Does the Postal Service use NonprofR mail cost studies as a proxy for Within 
County costs? If so. please provide a reference to all uses within R2000-1 
where such a proxy is used for Within County costs and explain why this 
proxy is used. If not, explain the meaning of your statement. 

c. What elements of "necessiv did you have in mind in this statement? 
d. If RFRA is amended as the Postal Service proposes, how will development of 

cost studies, rates, cost coverages or rate design for Wthin County mail in 
future cases are affected? 

RESPONSE 

a. Since the Postal Servlce proposal did not include a separate Nonprofit 

subdass, I have not detenined appropriate passthroughs for a separate 

Nonproft subclass. 

b. Yes. All of the cost savings in Spreadsheet WC-G in LR-1-167 are either from 

Nonprofit Periodicals or Nonprofit Standard (A) cost studies. Similar cost 

studies were also utilized in Docket No. R97-1. These cost savings are 

considered to be the best available proxy. 

c. The elements of "necessltf that I had in mind are that the entry, handling, 

and preparation characteristics of Wmin County are different from Nonprofit, 

and produce lower costs from which cost savings are subtracted. 

d. If RFW is amended as the Postal Service proposes. then, depending on 

available resources, the Postal Senrice may either conduct separate cost 

studies for Within County or use the Outside County cost studies with suitable 

passthroughs. 
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' RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFlQUE 

TO INTERROGATORIES OF NATIONAL NEWSPAPER ASSOCIATION 

NNANSPS-T38-5. How did the Postal Service select a 5 percent discount from 
Regular rate mail as an appropriate rate level for Nonprofit and Classroom mail, 
as opposed to any other percentage discount? 

RESPONSE 

Currently the discounts for Nonprofit and Classroom subclasses are 

approximately 2.5 and 5.5 percent respectively. These were calculated by 

applying the Regular rate schedule to Nonprofit and Classroom billing 

determinants and comparing the resulting revenue per piece with the existing 

revenue per piece for those subclasses. A 5 percent discount is deemed 

reasonable given the current level of discounts for these two subdasses. It 

provides a significant rate preference to 'preferred mailers' without substantially 

- 

affecting other mailers. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF NATIONAL NEWSPAPER ASSOCIATION 

NNANSPS-T384. Is it possible in an environment of low cost coverages for 
Periodicals mail that mail priced at a set pricing discount below Periodicals prices 
will be carried by the Postal Service for a price that does not cover the direct and 
indirect costs of that mail? 

RESPONSE 

Regardless of the cost coverage environment (high or low), it is always possible 

that some rate cells may not cover the direct and indirect cost of that mail. 

_- 
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RESPONSE OF UNITED STATES POSTAL SERVICEWITNESS TAUFIQUE 
TO INTERROGATORIES OF PROFESSIONAL FOOTBALL PUBLICATION 

ASSOCIATION, INC. 

PFPNUSPS-T38-1. What are the service standards for Periodicals mall? 

RESPONSE 

Please see DMM D210.1.0. 

My understanding is that while the Postal Service does not guarantee the 

delivery of Periodicals within a specified time, the Postal Service provides a 

Service Standard Map (CD-ROM) as a "guideline" for Periodicals delivery across 

the na?ion. These service standards are based on 1 - 7 days delivery over 8 

zones. Delivery can vary somewhat depending upon level of sortation provided 

the mail (i.e., Carrier Route, &Digit. %Digit, ADC, Mixed ADC), volume, 

containerization. and whether the mail Is automation or non-automation. Proper 

preparation, labeling and entry are paramount to meeting service standards. 

Also, I understand that a ftee service standards map on a CD-ROM is available 

to all customers through the Address Management National Customer Support 

Center by calling 1 800 238-3150, ext. 4484 or ext. 4442. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF PROFESSIONAL FOOTBALL PUBLICATION 

ASSOCIATION, INC. 

PFPA/USPS-T38-2. If a tabloid size newspaper sorted at the basic rate, non- 
automation, is entered in a general mail facility in Buffalo, NY how many days 
would you expect it to take for the newspaper to be delivered to a home in: 

a. Charlotte, NC. 
b. Atlanta. GA 
c. Miami, FL 

RESPONSE 

My understanding is that the service standard map does not take into account 

the dimension, processing type, or rate category of the mail. The newspaper as 

described above entered in would indicate the need for manual processing 

techniques and would need to be processed in more than one facility including 

an Area Distribution Center prior to delivery. Based on the service standards 

map for Periodicals a periodical mailed from Buffalo, NY (3-Digit Zip 142) to 

Charlotte, NC (3-Digit Zip 282), Atlanta, GA (3-Digit Zip 303). or Miami, FL ( 3- 

Digit Zip 331). delivery would take approximately: 

a. 3 days 

b. 4 days 

C. 5 days 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF PROFESSIONAL FOOTBALL PUBLICATION 

ASSOCIATION, INC. 
.a 

PFPANSPS 136-3. If Periodical A had 10 copies to be delivered io 10 different 
. zip codes within Zone 8 (as measured from its office of entry), would you expect 
all -10 copies to be delivered at !he Same time as those of Periodical 8. if the 
latter Periodical were entering at the same office and mailing 10 copies to one zip 
code within Zone 81 Please explain your response. 

RESPONSE 

My understanding is that the service standards map does not take into account 

the make-up or category of the mail. Therefore, Zone 8 reflects a service 

standard of 7 days. In either scenario as described above, the make-up level 

could be 5-Digit (skin sack) or mixed ADC. My understanding is that Mixed ADC 

mail is worked in several processing units prior to delivery while !%Digit mail is 

transported directly to the delivery unit or destinating plant for processing. 

Therefore, depending upon make-up level and labeiing, the Periodicals A and B 

could be delivered a t  different Umes. 
- 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF PROFESSIONAL FOOTBALL PUBLICATION 

ASSOCIATION, INC. 

PFPAIL[SPS-T384. Would you expect delivery times for a periodical to be 
shortened for mpies that were bar-coded and readable by automated sorting 
equipment? Please explain your response. 

RESPONSE 

My understanding is that since automated flat sorting is faster than manual 

sorting, mail that is automated has a greater opportunity of meeting variws 

transportation leaving a plant. Therefore, delivery time could be shortened. 
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RESPONSE OF UNITED STATES POSTAL SERWCE WJTNESS TAUFIQUE 
TO INTERROGATORIES OF PROFESSIONAL FOOTBALL PUBLICATION 

ASSOCIATION, INC. 

PFPWSPS.T38-5. Does the Pastat Service maintain any ongoing, objective 
measurement of Periodicals delivery performance, such as that used to measure 
on-time delivery of first-class mail? If your answer is yes, please describe that 
measurement. If your answer is no, please explain why no such measure exists. 

RESPONSE 

Not cunently. My understanding is that the Postal Service is working with the 

MTAC Periodical Service Improvement Team, Information Systems subgroup, on 

a Periodicals Measurement System entitled "ESP (Entry Schedule for 

Periodicals"). This system is amently under Beta testing with several mailers and 

postal facilities. The program is expected to be ready for implementation during 

Fall of 2000. 

I 

.c 
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RESPONSE OF UNITEDSTATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF PROFESSIONAL FOOTBALL PUBLICATION 

ASSOCIATION. INC. 

PFPNUSPS-13BS. Please provide a list of all committees and task forces 
formed within the Postal Service or jointly with periodicals mailers from the base 
year to date for purposes of improving delivery. 

RESPONSE 

- MTAC Periodicals Service Improvement Workgroup 

Area Periodicals Service Improvement Coordinators work with - 
the national team and independently with their District Service 

Improvement Coordinatodteams 

- Periodicals Process Management Team (Headquarters) 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFiQUE 
TO INTERROGATORIES OF PROFESSIONAL FOOTBALL PUBLICATION 

ASSOCIATION, INC. 

PFPNUSPS-T38-7. Please provide copies of all public reports, minutes and 
public briefings issued from base year to date for any committees or task forces 
named in PFPNUSPS T-38-6. 

RESPONSE 

Minutes and related material from the National Periodicals Service Improvement 

Team are being filed in LR-1-289. Other materials are available for viewing at 

Postal Service Headquarters. Activities of the District Periodicals Service 

Improvement teams vary. A sample of their submissions is also available for 

viewing at Postal Service Headquarters. There are no public reports. minutes or 

public briefings available from the Periodicals Process Management Team. Their 

efforts resulted in the development of an internal SOP (Standard Operating 

Procedure) and an internal training video for Operations. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORY OF ASSOCIATION FOR POSTAL COMMERCE 

PostCom/USPS-T38-l. Please describe all reasons why in Docket No. R97-1 
you proposed changing the presort tiers for Periodicals from Basic and 315digit 
to Basic, Migit, and Wigit. 

' 

RESPONSE: 

Please see my Docket No. R97-1 testimony (USPS-T-34), pages 6 through 9, 

where I discuss my reasons for the proposed change in the presort tiers for 

Periodicals. 
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Docket No. R97-1, USPS-TU, A - C (page 6, line 9 through p. 9, line 23) 
(Witness Taufique) 

I 

7 

6. suchfactors 

8 
9 

10 

11 

12 

A. 3-Digit I5-Digit Rate Deaveraging 

I propose to split the 3/5-digit classification into separate 3-digit and 5-digit 

classifications to better reflect costs in the piece rate design. The plan is to include 

pieces sorted to non-unique 3-digit ZIP codes in the proposed 3digit classification. 

13 

14 

15 

IG 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Currently, non-unique 3digit ZIP codes are included in the basic (required) presort 

category. Under this proposal, all Periodicals subclasses will have 3digit and 5-digit 

piece rates for both letters and fiats for automation compatible mail. 

This proposed change in classification is consistent with classification criierion 1 

since it provides a fair and equitable allocation of costs based on the work actually done 

by the mailers in presorting their mail. Also, mailers providing mail sortation to non- 

unique 3digit locations would qualify for a rate that better reflects their worksharing 

efforts. Criterion 5 is satisfied because this classification change is desirable from the 

point of view of both the Postal Senrice and its customers. The value to the Postal 

Service customer, sorting to 3-digit ZIP Code prefixes, is more fully reflected in the rate 

schedule, thereby recognizing customer efforts. The Postal Service receives a benefd in 

terms of cost savings by providing an increased incentive for mailers to presort to the 3- 

digit level. 

6 
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13 

14 

15 

16 
17 

18 
19 
20 
21 
22 
23 
24 
25 
26 

The Postal Service in Docket No. MC95-1 proposed creating Regular and 

Publications Service subclasses for regular rate periodicals "to recognize the cost and 

market characteristics of low cost. high-workshare mail."' Given the context of that 

proposal, the Postal Service retained a combined 315digit rate for Regular. and 

compressed the presort tiers even more for the proposed Publications Service 

subclass. The Commission, however, did not recommend the proposed spl i  in the 

existing Regular Rate subclass. 

The current proposal attempts to recognize low cost, high-workshare mail by 

splitting the 3/5digit presort tier, and shifting the non-unique 3digit mail from Basic to 

the 3-digit presort tier. The choice of passthroughs in this proposal for these resulting 

cost savings is a deliberate attempt to mitigate the "rate shock" effect on the higher cost 

presort tiers. I will address the 3/5-digit split and the non-unique 3digit shift separately. 

B. 315 Split 

MPA witness Cohen in her direct testimony in Docket No. MC95-1, criticized the 

Postal Service for not recognizing mailer worksharing efforts: 

There is one area in which I feel that Pickett's proposal fails to provide 
adequate recognition af degree of preparation. In his rate design for the 
Publications Service subclass, Pickett collapsed the presort tiers (levels A, 
E, C) to two, basic and carrier-route, apparently to simplify the rate 
structure. (USPS-T-19, p.12) In the regular subclass, Pickett retains the 
three presort categories, but moves non-unique 3digit mail from Level A 
to Level B. 

I 

I think that the Postal Service is moving in the wrong direction in 
collapsing presort categories. To provide adequate recognition of the 
degree of presortation and its effect upon reducing costs to the Postal 

... 
'DockelNo. MC95-I,USPS-T-I9,p. 1 

.f 

7 
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Service, it really should have fourresort categories in both subclasses: 
basic, 3digit, 5digit, and carrier-route? 
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If 
12 
13 
14 
I5 
16 

17 
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19 

20 
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22 
23 
24 
25 
26 
27 

In light of the Commission's rejection of the proposed Publications Service 

subclass in Docket No. MC95-1, the Postal Service believes that expanding the number 

of presort tiers is a better mechanism to reflect postal operations in postal rates. 

C. Shift of Non-Unique 3-Digit Mail from Basic to 3-Digit tier 

In its opinion in Docket No. MC95-1. the Commission stated the following, with 

regard to the change in the presort tiers: 

Preoccupation with the ramifications of the Publications Service proposal 
appears to have overtaken deliberate review of the presort changes in the 
Regular subclass. There was lite meaningful discussion on this record 
about the consequences of the redefinition of the presort tiersn4 

In rejecting the proposal for elimination of the existing unique 3-digit makeup 

requirement, the Commission relied on the argument that the shift of the non-unique 3- 

digit tier from level A or Basic presort would leave a much smaller volume in the Level A 

or Basic category. With regard to this volume, the Commission stated: 

This is a very small proportion, and gives rise to questions whether this 
volume should become the benchmark for discounts for the subclass. 
Accurate cost tracking, in particular, could become a problem. Given 
these concerns, the Commission recommends retention of the current 
presort tiers at this time; the question of whether they should be 
expanded, perhaps along the lines suggested by MPA witness Cohen. or 
constricted. as proposed by the Service, deserves further study.5 

' DocketNo. MC95-1, Tr. 1516759 
' PRC Opinion and Recommended Decision, Docket No. MC95-I, V-139 

bid. "139-140 

4' 0 
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The costs that witness Seckar (USPS-T-26) develops in this case, as inputs to 

the ratemaking exercise, are not dependent upon mail volume within the benchmark or 

any other category. Speclfically, witness Seckar states: 

In summary, piece distribution; bundle sorting: and in turn, volume 
variable mail processing costs are developed using wage rates, 
productivities, and other inputs in a manner essentially independent of the 
mail volume.”’ 

In accordance with this assessment, the volume in the Basic or any other presort 

category should not affect the reliability of the costs for the category. 

The Governors‘ Decision in Docket No. MC95-I also addressed the issue of 

non-unique 3-digit ZIP Codes. The Decision s t a t e  

In particular, witnesses explained to the Commission that today’s 
operations plans do not distinguish among the 3-Digit ZIP Codes in the 
manner prescribed in the old rate schedule. Under that schedule, second- 
class mail, when prepared to 5-Digit ZIP Codes, and to what are called 
unique 3-Digit cities, is charged one rate.‘When prepared to all other 3- 
Digit ZIP codes. this mail is charged another. higher rate. Today the cost 
incurrence is the same, whether the %Digit ZIP Code represents a city, or 
any other geographical area.’ 

Therefore, the Postal Service believes that non-unique 3-digit mail should be included 

23 in the 3-digit ZIP Code presort tier. 

24 
25 
26 
21 

28 

29 

ed using the mail 

the base year (FYI99 

bSPS-T-26 
h ’ Decision of the Governors on Docket No. MC95-1, p. 15 - 

9 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

UPSIUSPS-T38-I. Identify all instances in which you have relied on or used in 
your testimony in any way any FY 1999 cost, revenue, volume, or other data. and 
state in each instance why you used FY 1999 data instead of data for BY 1998. 

RESPONSE 

I have used FY 1999 PQ3 data to estimate the distribution of pieces for 

the Basic, 3-Digit and !%Digit categories for BY 1998. This was done because the 

FY 1998 classitication used a combined W5-Diit rate and pieces sorted to the 

non-unique 3-Dgit were included in the Basic category. A classification change 

recommended by the Commission and adopted by the Governors in Docket No. 

R97-1 split the combined 315Digit category into separate 3-Digif and 5-Digit 

categories. Also pieces sorted to non-unique 3-Digit rates moved to the 3-Digit 

category instead of Basic as a result of this classification change. 

Other data used in the preparation of my spreadsheets and testimony 

were derived from other witnesses in this docket. For instance, volume variable 

cost figures were obtained from witness Kashani (USPS-T-14); volume forecasts 

were obtained from witness Toby (USPS-T4) and cost study results were 

obtained from witnesses Yacobucci (USPS-25). Daniel (USPS-T-28). Crurn 

(USPS-T-27) and Miller (USPS-T-24). To the extent that any of these and other 

witnesses may have incorporated data from FY 1999 into the preparation of the 

figures in their testimony upon which my wark relied, there would be, by 

extension, some Fy 1999 data forming the basis of my testimony and 

spreadsheets. In order to accurately assess the extent to which M 1999 data 

was used in the work of these witnesses, please refer to their responses to this 

identical interrogatory. 
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CHAIRMAN GLEIMAN: Any other party that has 

additional designated written cross for the witness? 

MR. FELDMAN: Mr. Chairman, this is a document 

which I came across in preparing for cross-examination 

today, it is Mr. Taufique's response to your Information 

Request Number 2 ,  and it is specifically Question 1. I 

assume that this would be an appropriate time to request 

that this be entered into the record. Again, this is his 

response to your Information Request Number 2 ,  and it is 

Question 1 of that request. 

CHAIRMAN GLEIMAN: It is certainly an appropriate 

time. 

CROSS-EXAMINATION 

BY MR. FELDMAN: 

Q Mr. Taufique, I am going to hand you a copy of 

your response to the Presiding Officer's Information Request 

Number 2 ,  specifically, your response to the first question 

that the Presiding Officer asked in that Information 

Request. If you would kindly review it and see if the 

response would be the same today if it were asked today? 

A Sure. Thank you. 

[Pause. I 

THE WITNESS: What I see missing here are the 

Library Reference 1-203, which has a lot more spreadsheets 

than this one has. 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1 0 1 4  
Washington, D.C. 20036  

( 2 0 2 )  8 4 2 - 0 0 3 4  
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BY MR. FELDMAN: 

Q Mr. Taufique, was that included, however, in the 

response which was distributed to the parties? 

A I would think so. I am not sure exactly how it 

works. 

Q I join you in expressing some doubt one way or the 

other. We believe that we received was what we showed you, 

which goes through attachment to response to POIR Number 2, 

Question 1, page 1 of 3. 

A The response was based on the Library Reference 

1-203 that I included in my response, or sent with my 

response. So, if that is included, there is no problem. 

MR. FELDMAN: Yes. We would have no objection, 

certainly, to that inclusion by reference. 

MR. RUBIN: Right. The second sentence of the 

response states that the underlying spreadsheets are 

provided in Library Reference 1-203, and I think they don't 

need to go get transcribed. They would go into the record 

with the answer. 

CHAIRMAN GLEIMAN: Does that mean you are 

comfortable with the situation? 

MR. FELDMAN: I am very comfortable and thank USPS 

counsel and the witness for their assistance and for the 

Chair's assistance, and I will give the reporter two copies 

of Witness Taufique's response to Information Request Number 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

(202) 842-0034 
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2, specifically, his first answer to that Information 

Request, and I ask that it be transcribed into the record 

and entered into evidence. 

CHAIRMAN GLEIMAN: It is his answer to the 

Information Request, the first question, as opposed to his 

first answer. There is not a subsequent answer that we are 

dealing with here. 

THE WITNESS: Okay. 

CHAIRMAN GLEIMAN: Right. I just want to make 

sure. Gentlemen, is that correct? 

MR. RUBIN: Yes. 

CHAIRMAN GLEIMAN: Two copies having been given to 

the reporter, the material is received into evidence and 

will be transcribed into the record. 

[Response of Witness Taufique to 

Presiding Officer’s Information 

Request Number 2 was received into 

evidence and transcribed into the 

record. I 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

(202) 8 4 2 - 0 0 3 4  
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO PRESIDING OFFICERS INFORMATION REQUEST NUMBER 2 

1. The Postal Servlce request indudes proposed rates that have been 
developed to reflect the assumption that legislation will be enacted. 
Specifically, the rates proposed for Regular Perlodicals, Nonprofit 
Periodicals and Classroom Publications; the rates for Standard A 
Nonprofit ECR; and the rates for Library Mail are all dependent on this 
assumption. In the absence of the passage of legislation, rates for mail in 
these subclasses would have to refled exlsting applicable law, including 
the restrictlons imposed by the Revenue Forgone Act of 1993. 

Please provide the test year rates that the Postal Service would 
propose for these subclasses of mall if it is assumed that no new 
legislation is enacted. For purposes of this answer the Postal Service is to 
develop rates that reflect retention of the regular rate mark ups justified in 
the January 12,2000 Request. Include exhibits tracing the development 
of these rates to cost and volume data contained in that Request. 

RESPONSE 

The requested rates are provided with this response (spreadsheets RR-L, 

NP-L, and CR-L). The underlying spreadsheets are provided in library refererice 

1-203, in hardcopy and electronic form. 

For the purpose of meeting the requirement of this Presldlng Ofncer's 

Information Request (POIR), I have developed separate rate schedules for the 

three Periodicals' subclasses that were combined into one Outside County 

subclass in the Postal Service proposal filed on January 12, 2000. Unlike that 

PrOpoSal, which was approved by the Board of Governors, the schedules 

provided below were developed specifically in response to the POIR, and do not 

represent an alternate proposal by the Postal Service. As requested. the Regular 

$ starting mark-up of 1.0145, and the cost and volume data included in the January 

12'" flling were used to develop these rate schedules. 
- 

I have used the unrevlsed 2001 TYBR volume forecast (See response of - 
witness Toiley (USPS-T-6) to POIR No. 1 question 1) to maintain consistency 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFlQUE 
TO PRESIDING OFFICERS INFORMATION REQUEST NUMBER 2 

Question 1, Page 2 of 3 

with the TYBR volume-variable costs, which are based on the unrevised 

forecasts. As suggested In Question 5 of POIR No. 1 the following three changes 

have been made. First. the required revenue is divided by the RPW correction 

factor rather than multiplied. Second, since TYAR fees are now available to me. 

TYAR fees have been subtracted from the revenue requirements rather than 

TYBR fees. Third, the leakage estimate is calculated based on rounded 

discounts. 

The revenue split between pieces and pounds for the Regular and 

Nonprofit subclasses reflects hlstorlcal precedents established by the 

Commission, but Classroom rates are based on a sllght deviation from the 

Commission recommended split in Docket No. R94-1. A major concern was to 

make sure that the rate increase In each rate cell should not exceed the ovei-all 

increase in the subclass by more than two percent In order to mitigate the impact 

on customers. Another goal was to avoid rate anomalies. Given the overall cost 

increase for all subclasses, a Nonprofit cost increase exceeding the Regular 

increase, and changes in cost savings for automation and presort levels, I have 

succeeded on the first count using rather unconventional passthroughs. but was 

unable to accommodate the second goal. 

It is important to note that there are signlflcant anomalies present in the 

rate schedules for the three subclasses. For Instance, comparing Regular to 

Nonprofit, the anomalies are not limited to piece rates alone. The unzoned 

editorial pound rate for Nonprofit Perlodlcals Is higher than the corresponding 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFlQlJE 
TO PRESIDING OFFICER'S INFORMATION REQUEST NUMBER 2 

Questlon 1, Page 3 of 3 

rate for Regular Perlodlcals. The difference In piece rates is not significant 

between the two schedules; therefore, combining these smaller differences with 

some of the larger differences in both dropshipment and editorial discounts would 

lead to anomalous results where Nonprofit mailers would find Regular rates More 

attractive. The anomaly issue is actually much worse than the one that led the 

Postal Service to file Docket No. MC99-3. The situation between Classroom and 

Regular is slightly better, but stili leads to rate anomalies. 

These anomalies cannot be resolved without either abandoning existing 

rate design conventions or altering the cost coverage for Regular Periodicals. 



7015 

WAR BILLING DETERMINANTS -AFTER RATES 8 VOLUME 
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CHAIRMAN GLEIMAN: Anyone else? 

[No response ~ 1 

CHAIRMAN GLEIMAN: If not, that brings us to oral 

cross-examination. Only one party filed a request, the 

Coalition of Religious Press Associations. Does any other 

party wish to cross-examine? 

[No response. I 

CHAIRMAN GLEIMAN: If not, Mr. Feldman, the 

microphone is yours. 

MR. FELDMAN: Thank you. 

FURTHER CROSS-EXAMINATION 

BY MR. FELDMAN: 

Q Good afternoon, Mr. Taufique. Would you kindly 

turn to your direct testimony on page 3 ?  

A Okay. 

Q At the end of Part A of your testimony, Roman 

numeral 111-A, on page 3 .  

A On page 3 ?  

Q Yes. The very last sentence of that section 
404 states, and I quote, "Cost trends s t h e  subsequent 

relatively low markup for periodicals as a whole will keep 

the rate anomaly issue alive unless a change is made in the 

provisions of RFRA. " 

A Yes, I see that. 

Q Yes. By cost trends, are you making any 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1 0 1 4  
Washington, D.C. 20036 

( 2 0 2 )  842 -0034  
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assumption that cost trends for periodicals will remain 

unchanged from recent history? 

A I have no way of knowing it, but the anomaly issue 

first appeared as a result of the recommended rates in 

R97-1. And when we faced that issue, there was no way we 

could have changed all of the rate design for all 

periodicals at that time, so we allowed the mailers - -  the 

Postal Service filed MC 99-3 asking the Commission to allow 

the mailers to shift back and forth between nonprofit and 

regular rates. 

And when I started designing the rates in this 

particular case, the anomaly issue looked bigger right from 

the start, and based on what we saw, our suggestion is that 

unless a change is made to RFRA and a 5 percent discount 

allowed for nonprofit periodicals, this rate anomaly issue 

would continue in the future and we would have to do 

something similar to what we did in MC 99-3, which was not a 

very desirable option. 

Q However, that decision to design the rates as you 

have designed them is based on an assumption, is it not, 

that the cost trends for periodicals will remain at an 

escalating level greater than the cost increases for other 

subclasses of mail? 

A Since we saw that i n  two rate cases, R 9 7 - 1  and the 

current filing, we thought the long-term solution would be 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

(202) 842-0034 
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to allow nonprofits to receive the 5 percent discount 

instead of a half a markup that was suggested in the RFRA. 

Q Has the Postal Service then given up on trying to 

either explain or reverse the higher than average cost 

trends in periodical mail? 

A I am not the person to answer that, but, based on 

general information that I have, the Postal Service, as we 

speak now, is involved in looking at issues. In fact, 

testimony was O'Tourmey and Witness Unger that 

talks about some of the cost trends. I am not the expert in 

the area, but the Postal Service is looking at the cost 

trends for periodicals in general. 

Q If your sentence were amended to read different 

cost trends and the subsequent markup for periodicals as a 

whole removed the rate anomaly issue, would you agree with 

that statement? 

A One more time, please. 

Q Something to the effect of the curbing of cost 

trends or - -  

A The curbing of cost trends? Okay. 

Q Of cost trends, and the subsequent markup for 

periodicals as a whole. 

A And the subsequent markups. Okay. As a whole. 

Q Eliminated the rate anomaly issue, period. 

A Again, I am not involved in the cost issues, but 
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it would take - -  it appears to be very speculative at this 

point in time that cost trends would reverse so much that 

the markup would increase to the level where the rate 

anomaly issued would go away 

Q Well, granted that in R97-1, the Commission 

recommended a very low markup for periodicals, in fact, 

prior to that case, periodicals did have a higher markup; 

didn't they? 

A Based on my recollection of the readings that I . 

perid;ak W ; J C ~  s 
have done for the past rate cases, the m- & have 
been in the range of 1 1 6  to 1 2 5  percent, I believe. 

Q So in that case, would you agree that the change 

in costs or reported costs for periodicals caused this rate 

anomaly problem? 

A There are two issues: One is the reported cost 

increases; and the other issue is the cost increase for 

nonprofit periodicals being higher in some cases than 

regular. 

So both of those combined together cause the lower 

markup for periodicals, and then when you apply hakf of the 
+or low markup to nonprofit, the word that I'm looking 1s  the A 

buffer between the two classes is no longer there. 

And that's what we found in R97-1, that if you 

look at all the rate cells for nonprofit, they were 

consistently lower, but the difference was not significant 
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enough that when you applied the editorial discount on a 

per-piece basis, you would find that nonprofit mailers may 

find regular rate cheaper than the nonprofit schedule. 

Q But this is a situation which could change; 

couldn't it? 

A That's possible. 

Q For example, if the Postal Service processed 

automated flats more efficiently and it drove down the costs 

of handling periodicals, that would be one way for the 

attributable costs to fall, and for the markup contribution 

to increase; would it not? 

A Again, I was not a part of the team that looked at 

the cost issues, but there are a number of issues besides 

the Postal Service processing the mail efficiently. There 

were issues that related to mailer preparation. 

And if all of those issues were to change 

overnight, then it's possible, but I think it's highly 

unlikely at this point in time, in this rate case, 

especially, that this thing would change. 

So the longer-term solution that we thought about 

was that we - -  instead of half the markup, if there was a 

discount on the overall postage, that would keep the 

relationship between the two classes consistent and this 

problem would not occur in the future, regardless of how the 

cost numbers behaved. 
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1 Q When you say that it's highly unlikely that 

2 anything will be done in this case, are you making an 

3 assumption that the attributable cost levels for periodicals 

4 are universally accepted by all parties in the case? 

5 A I think you misread me or misheard me, I think. 

6 Basically, it's highly unlikely that a change to that extent 

7 would take place that would allow us to do a markup of 25 

a percent of periodicals. 

9 Q Well, before, you were talking about 116 percent, 

- 

10 not 135 percent. 

11 A One hundred sixteen to 125 was the range that I 

12 talked about between R87 and R 9 0 ,  I believe. 

13 All that I'm suggesting is simply that as a rate 

14 designer, I have to work with the cost numbers that I'm 

15 given. 

16 And when I looked at the rate design issues 

17 between nonprofit and regular, it was actually my 

18 suggestion, and we talked about it at a number of different 

19 meetings, but my thought was that in order to keep these two 

20 classes separate in terms of the postage that they pay, and 

21 if the intent of the Congress was for the preferred classes 

22 to pay a lower rate, then this intent can only be fulfilled 

23 by giving a discount on the postage, rather than half the 

24 markup. 

25 Q That's not what Congress said; is it? 

c 
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A Again, that's my reading of the intent of the 

Congress. When I looked at the preferred classes, they're 

called preferred, and my reading is that preferred classes 

means if identical mail comes through the U . S .  Postal 

Service, marked as regular and marked as nonprofit, a 

preferred class should receive a lower postage compared to 

the non-preferred class. 

Q You will agree, though, that Congress said that 

the markup for nonprofit and for other preferred mail should 

be one-half of the markup for regular-rate mail, correct? 

A Agreed, and that's why in R97-1, half the markup 

was applied, and the result was the anomaly that we saw, 

that led us to file MC-99-3. 

Q Would you kindly turn to your response to 

CRPA/USPS-T-38-3? 

You have referred in your responses to Docket 

MC-99-3. Your response to Part (c) of this interrogatory 

states that records show that there are 1,218 nonprofit 

periodical permits that mail under both nonprofit and 

regular rates. 

You also report in this interrogatory in Part (a) 

that there are 9,679 permits. 

A Yes. 

Q Therefore, it's a fact, isn't it, that the 

overwhelming majority of nonprofit periodicals are not using 
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regular rates? 

A But looking at the number of mailers alone one 

cannot derive the - -  

Q Mr. Taufique, I am going to direct you to answer 

the question. Please do so. 

A My answer is that when we are looking at the 

number of mailers that are using both rates what we get is 

the number of mailers - -  

Q That's correct and so you will please give me a 

yes or a no answer to that question, to which I am entitled. 

A Could you repeat your question one more time, 

please? 

Q The question is, is it not a fact that the 

overwhelming majority of nonprofit periodical mailers since 

MC99-3 continue to use the nonprofit rate and not the 

regular rate, yes or no? 

A In terms of permits, yes. 

Q Thank you. When you consider impact of a rate 

increase upon the users of a subclass of mail, do you 

primarily look at the total volume of the class or do you 

look at the number of users? 

A In terms of the impact of any rate proposal that 

Postal Service files, we look at basically all the rate 

cells. 

Q Mr. Taufique, that is not the question. The 
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question is do you primarily look at the number of users or 

at the number of pieces in the subclass? 

A See, I have no way of how many - -  number of users 

are being affected. 

Q Mr. Taufique, that is not the question. Now I am 

going to repeat the question and we will repeat it lots of 

times until you give an answer. 

CHAIRMAN GLEIMAN: Excuse me. Let's all stop for 

a moment and take a deep breath, okay - -  

MR. FELDMAN: Mr. Chairman, this is a 

nonresponsive witness. 

CHAIRMAN GLEIMAN: I understand that you are 

looking for a certain response to the question but I am the 

only one that is allowed to be nasty in the room, so, you 

know, let's just try to get the answer and you can proceed 

with the question, but let's just take it a little easier. 

BY MR. FELDMAN: 

Q Mr. Taufique, perhaps the answer is - -  if your 

answer is you don't know, that is a perfectly acceptable 

answer. 

A The question is whether I look at the number of 

mailers that are being impacted or the volume that is being 

impacted? 

Q Yes. I accept that as a good characterization of 

the question, yes .  
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A In both R97-1 and R2000-1 I have looked at all the 

rate cells, and that includes volume as well as the number 

of mailers that are being affected. I have no way of 

knowing how mailers are being affected. There is no way I 

can estimate.&& 

I can look at the volume that is being paid - -  

that is paying a certain rate, then that I guess are billing 

determinants, but there is no way I can find out how many 

mailers are being affected and I think that was my answer to 

part (b) of your question. 

Q Yes, and if you will permit me, because I did not 

find that to be too responsive, that is why we are asking it 

again, and you say that there is no way that you can find 

out how many mailers are being impacted. In part (a) you 

have a number - -  9,679 - -  which represent the number of 

periodical nonprofit permits that are currently active. 

Would that at least not provide to you some idea 

of the impact on the publishers, publishing companies, 

publishing associations, publishing societies and other 

users of nonprofit periodical rates? 

A I looked up the number after I received the 

interrogatory, basically to see what the impact that you are 

asking about, but in my rate analysis work when I do rate 

design and come up with a rate I have no way of knowing how 

many mailers are paying carrier route rate or five digit 
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automation rate. All I have is the volume that is that 

particular rate cell. 

Q Mr. Taufique, can you explain why you answered (a) 

and (c) of this interrogatory with specific numbers of 

permits if you have no way of knowing this information? 

A The specific number of permits really does not 

tell me what rate they are paying. 

Q Mr. Taufique, I'm sorry. I am not trying to be 

disagreeable, but you are not perhaps listening closely 

enough to the question, and the question again is does the 

data which you supplied, and we appreciate it, indicating 

the number of permits using both the regular and the 

nonprofit rates provide some indication of the number of 

users and therefore what impact the rates would have on a 

particular number of users? 

A It's not that easy I don't think because I really 

don't know what rates these folks are paying. 

Q Well, they are paying nonprofit rates - -  

A But your question originally, if I remember it 

right, your question was when I design rates what do I look 

at, and my answer is when I design rates I have no way of 

knowing even if I have this information of 9,679 nonprofit 

mailers and 2 2 , 0 0 0  regular rate mailers, I have no way of 

knowing what percent of these mailers are being affected by 

my proposal that I am going to take to the Commission. 
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Q Well, you are familiar with the billing 

determinants, aren't you, for periodical rates? 

A Very intimately. I developed those, yes. 

Q I'm sure you are, and there are separate billing 

determinants for nonprofit and for regular rate, correct? 

A Yes, sir. There are separate billing determinants 

for regular rate nonprofit, classroom, and within county. 

Q And that even though two types of periodicals 

share similarities being periodicals, the billing 

determinants indicate some significant differences, don't 

they? 

A Yes. I have talked about that in one of the 

interrogatory responses also. Yes. 

Q For example, zone distribution might be different, 

correct? 

A Advertising could be different. Level of presort 

could be different. Level of automation may be different. 

Q So applying the rates or the proposed rates and 

taking the current rates and applying them to billing 

determinants separately - -  one is for nonprofit and then 

using the billing determinants data for regular, one would 

have a comparison then of the impact on one subclass versus 

the other subclass, correct? 

A True. 

Q All right. Let's move on. 
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If you would kindly turn to CRPA/USPS-T-38-5, you 

state that the rate increase for - -  this is in the middle of 

your response - -  you state that the rate increase for 

outside county periodicals is 12.7 percent, even though this 

subclass has the lowest cost coverage. 

Do you see where that statement is in your 

response? 

A Yes, I see it. The context of it is there, yes. 

Q That 12.7 percent represents and overall increase 

of revenue test year after rates over the current rate 

level; is that correct? 

A Overall increase in revenue per piece. 

Q Revenue per piece, okay. That doesn't mean, for 

example, that the one-half or more of all periodical permit 

holders are paying a 12.7 percent increase; it simply means 

that taking all the dollars that the Postal Service will 

receive as a result of the increase, should it happen, it 

will have 12.7 percent more revenue per piece for outside 

county periodicals? 

A Correct. 

Q Okay. And did you do any studies or perhaps other 

colleagues working with you did studies of how many 

nonprofit mailers would or would not have an increase 

greater than 12.7 percent? 

A Given the nature of the cost studies that we were 
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using in this particular case, not just nonprofit mailers, 

but even regular rate mailers, some were paying 

significantly higher than the 12.7 percent. 

And that is why the Postal Service is filing 

additional testimony in this particular area, and working 

with the mailers to look at the cost trends and see what can 

be done about them. 

Q Thank you. I was going to follow up with a 

question, but maybe will think about asking the witnesses 

who visit here next week, some of those questions. 

A Very good. 

Q If you could turn to CRPA-38-6, Part (d)? I would 

like you to explain the phrase, identical characteristics, 

in that response. 

A What I meant by identical characteristics of two 

mailings that were brought to us, one was nonprofit, one was 

regular, what I meantethe mail piece itself, the weight 

of the piece, the level of presort, the number of mail 

pieces that are bar-coded, the presort level, so all of the 

things that appear in the billing determinants, drop 

shipment, zones that they were being mailed to. 

Q Based on your knowledge of the billing 

determinants, which we have discussed, and perhaps of your 

acquaintance with the cost and revenue analysis report, at 

least for periodicals, are you familiar with these so-called 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1025 Connecticut Avenue, NW, Suite 1014 
Washington, D.C. 20036 

(202) 842-0034 



7032 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

13  

1 4  

15 

1 6  

1 7  

1 8  

1 9  

2 0  

2 1  

22 

2 3  

2 4  

2 5  

,- 

- 

CRA reports? 

A I have to be, yes. 

Q I accept that, certainly. Taking these two groups 

of data, the CRA and the billing determinants, and, indeed, 

any other data that you might be acquainted with, does the 

average regular rate periodical and the average nonprofit 

out-of-county periodical, do they have identical 

characteristics? 

A NO, sir. 

Q In fact, one distinguishing characteristic - -  one 

- -  would be weight; isn't that so, weight per piece? 

A Weight per piece for nonprofit, on average. Now, 

that does not mean that the mailings could not be the same. 

On average, the nonprofit weight per piece is half 

of what it is for regular rate. 

Q And the attributable costs per piece for nonprofit 

periodical mail - -  

A Could you take me to the interrogatory? I think 

we've talked about that in an interrogatory response also. 

Q I think we did. You're free to refer to it. 

A Why don't we go to that, and it will be easier to 

talk about it. 

Q Well, we can do it that way, if you like. 

CHAIRMAN GLEIMAN: Gentlemen, if the Court 

Reporter is going to be able to make a transcript of the 
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proceedings, we have to have people talking one at a time. 

So, give whoever is speaking a chance to say what they want 

to say, and then the other person can jump in there and add 

or subtract whatever they want to add or subtract, and I 

would appreciate it. 

MR. FELDMAN: Mr. Chairman, I thought we were 

doing so well after your timely intervention. We're having 

just a very lively and amicable interchange here. 

CHAIRMAN GLEIMAN: You were, and I appreciate all 

that both of you have done to get to the point on these 

questions and answers. But still, as best I can understand 

how transcripts are made, the Reporter has to be able to 

hear one person at a time, and put down the words on paper. 

I can't imagine what it would look like if we had the two of 

you speaking at the same time and it was intertwined in the 

transcript. 

So keep up the good work, but just slow it down a 

little bit in terms of tempo, thank you. 

THE WITNESS: Especially if there was one with a 

Pakistani accent, right? 

CHAIRMAN GLEIMAN: The Pakistani accent is fine; 

it's just when it melded together with a mid-America accent 

at the same time that it gets tough. But then those of us 

who are from Baltimore, Maryland, have no room to speak 

about accents. 
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BY MR. FELDMAN: 

Q Perhaps I think if you would turn to 

CRPA/USPS-T-38-9, and take a moment to look at it, is that 

the interrogatory that you were referring to a couple of 

minutes ago? 

A I think I was referring to Number 11, which 

discusses the differences in costs, and the differences in 

mail characteristics of the two classes of mail. 

Q So, given the - -  and I'll just quote your response 

to ll(a), part of it, one sentence: Therefore, the average 

cost per piece for nonprofit periodicals is lower than the 

average cost per piece for regular periodicals. 

That tells you that there are differences in 

characteristics that cause that difference so that they are 

not identical. 

A Let me explain to you what I meant by this. 

Q Of course. 

A Even two mailers who use regular rate can be very 

different. One could be presorting to the basic level. The 

other one could have carrier route mail completely and one 

could be double the rate of the other one, so those kind of 

differences do exist between each subclass, so the billing 

determinants between nonprofit and regular rate, basically 

what they are giving us is if the carrier route volume for 

nonprofit is 52 percent compared to 39 percent for regular 
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rate, then what we are seeing basically is there's more 

presort at nonprofit subclass level than there is at the 

regular rate, but those differences can exist both within 

nonprofit subclass and within regular rate subclass. 

Q Using the subclass boundaries as they exist 

today - -  as they exist today - -  there is not an identical or 

near identical cost between the classes on a per piece 

basis, is there? 

A I find it very hard to believe that if two 

mailings are brought to the BMEU at the Postal Service and 

those are identical in all respects, they get the same type 

of service and just because one is labelled nonprofit, the 

other one is labelled regular rate, they'll have different 

cost causing characteristics. 

Q Well, again, without going over a lot of our past 

discussion, if one wanted to find out if there were those 

characteristics one could look to the billing determinants 

and to the cost and revenue analysis report. Would you 

agree with that? 

A Billing determinants reflect the characteristics 

of the overwhelming number of mailers in that particular 

subclass. 

Q Okay, thanks. This is just a little follow-up to 

your response to CRPAT-38-12. You stated in response to our 

question - -  our question was "Why is USPS using delivery 
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unit cost data for Standard A mail to calculate delivery 

unit costs for periodicals?" - -  and we made a reference to 

your testimony. 

You responded that delivery cost estimates for 

Standard A provide the best proxy. 

Is that something that was based on your own 

review of CRA or other data that would verify that? 

A I followed the historical precedents. Standard A 

delivery costs were used in prior rate cases for periodicals 

also, and when I talked to some people about the application 

of these costs iC appeared that they were a reasonable proxy 

to be used for periodicals. 

Q There are some significant weight per piece 

differences, aren't there, between Standard A and periodical 

regular rate as well as periodical nonprofit? 

A Again that was not, like I said I looked at the 

precedents and I talked to the people who do costing, and it 

appeared that this was the best proxy available in absence 

of a special study for periodical delivery costs. 

Q But no one did a study or an analysis using 

currently available data to see if in fact weight, average 

haul, level of presort, that sort of thing, are similar in 

Standard A as compared with periodical mail? Was any of 

that done? 

A I'll show my ignorance. I don't even know if 
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presort level and other things is a factor in delivery costs 

or not. I am not exactly sure, and if they do, I relied on 

the judgment of the people who did the cost of these if I 

could use these as proxy for periodicals. 

I did not do an independent analysis of that. 

Q I understand, and so you relied on what you 

considered to be trustworthy sources within the Postal 

Service for your response to this question? 

A Right. 

Q Thanks. 

If you would turn to 38-13, you disagreed with a 

statement, quote, "There is no basis for granting discounts 

which are much larger than the Postal Service savings." 

That was a statement that, frankly, it was from the Postal 

Rate Commission's recommended decision in MC 95-1. Whether 

it came from the Commission or not, isn't the purpose of 

work sharing discounts to reward mailers for actual costs 

that they save USPS by performing the work? 

A As a person who is required to do rate design, I 

have to look at other factors and impact on the mailer is 

one factor that we look at. And especially in the area of 

bar code discounts, if you are looking at those, there were 

three thoughts that I had. When we give a signal to the 

mailing community, they make substantial investments to 

follow through on our  signals, and if you change those 
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signals overnight, that can cause a problem for the business 

community. 

Number 2, the overall rate increase was 

significantly higher, as I have pointed out earlier, 12.7 

percent compared to all the other classes, a 100 percent 

discount, 100 percent passthroughs would have led to 

increases of more than 20 percent for some rate cells, and 

these were rate cells that had large volumes of mail in 

them. 

And, Number 3, my thought was that at least my 

basic understanding of how flats processing is evolving at 

the Postal Service, it is not settled, things are changing, 

and it is possible that bar codes in the future environment 
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of different types of machines and doing s a t  the plant 

level will become more valuable. 

So, given those three factors, the choice of 

passthroughs, however unconventional they may look like, was 

to meet those three thoughts that I had in terms of 

designing the rates. 

Q However, passthroughs within subclass, or within a 

rate element like the automation per piece discounts, if the 

passthroughs are increased, you have stated in your response 

to T-38-14, CRPA, that assuming a given cost coverage, the 

impact of any work sharing discount increases the overall 

revenue required from the rest of the subclass and flows 
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through all the rate cells. 

So, while you have attempted, through your 

passthroughs, to mitigate some potentially large increases, 

the revenue leakage, that I think is one of the technical 

words that are thrown around here, so I will throw it around 

a little bit. 

A Okay. 

Q Causes other users in the same subclass to pay 

somewhat higher rates. 

A The choice of passthroughs in the two filings that 

I have done have been fairly consistent, and they have been 

totally opposite in terms of how I have used them. In 

R97-1, if I had used passthroughs of 100 percent, it would 

have caused big increases for mailers that did less presort 

and no bar coded mail, so my passthroughs were less than 100 

percent in R97-1. 

And in this particular case, the nature of the 

cost studies would suggest that if I had 100 percent 

passthroughs, the increase would be significantly higher for 

those mailers that did more presort and had more bar coded 

pieces. So, given the overall increase, the Postal 

Service's major concern was that the rate cells should not 

increase above - -  let me see how to put it, 2 percent above 

the overall increase, given that criteria. 

I had a similar criterion in R97-1 of 10 percent 
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1 increase in any given rate cell, because of the overall 

2 increase that we faced in that time period also. So, given 

3 that, I have used passthroughs to mitigate the impact on 

4 both small and large mailers in both of these cases. 

5 Q Is the rate element which benefitted the most from 

6 your decision to impose passthroughs higher than 100 percent 

7 the per piece rate for carrier route mail, in the 

8 periodicals subclass? 

9 A The rate element that has the most volume would 

10 probably be carrier route rate, but there were other rate 

11 elements. All three levels of bar code mail, which is Basic 

12 3 digit and 5 digit, were also affected by larger 

13 passthroughs. 

14 Q You are correct in your observation. However, 

15 since the carrier route element within this volume is, as 

1 6  you state, 40 percent, would the - -  and I believe that is 

17 for Regular rate mail, wouldn't that be the single-most 

18 beneficiary of the decision to have higher than 100 percent 

19 passthroughs? 

20 A I have not done that calculation, but, based on 

21 the volume in that particular cell, the amount of dollars 

22 probably would be higher, but I have not done the 

23 calculations. 

24 Q And just for those who don't, I guess, read Postal 

25 rate testimony all day, the carrier route - -  sometimes it is 

_- 

_- 
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me - -  the carrier route requirements, as you understand 

them, mean that carrier route mail is not part of what you 

and other witnesses have referred to as automation mail, is 

that correct? 

A By definition, carrier route mail is not automated 

mail. 

Q Because it already is, in effect, sorted to a 

finer level than five digit presort, so it doesn't need the 

bar code sorters and so forth that are sorting less finely 

sorted mail, correct? 

A I am still learning about the mail processing 

portion of our industry, but I think you are accurate. 

Q I think I can also agree with you about still 

learning. According to your response to CRPA-38-17, you 

stated that the passthrough for the five digit automation 

category is 284 percent. Taking into account the other 

passthroughs you have for other automation levels and for 

your carrier route passthrough, isn't 284 percent quite a 

bit more than the other passthroughs and why did you feel 

you had to go that high in this particular case? 

A As I said earlier, the criteria that I was using 

was to make sure that none of the rate cells increased by 

more than 2 percent, and that criteria dictated the use of 

passthroughs. 

Q So using the constraints that you used that just 
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1 happened to be the number that you came up with, you didn‘t 

2 say I want something that is 284 percent. It just happened 

3 that way? 

4 A Any economist working in an ideal world would not 

5 want to use a 284 percent pass-through but given the nature 

6 of the cost increases, given the impact on the mailers, to 

7 meet the pricing criteria requirements I thought we were 

8 doing the best job possible to make sure that none of the 

9 mailers are affected significantly more - -  by the higher 

- 

10 increase that we were having at this point in time. 

11 Q I am going to ask you as a last question to take a 

12 moment and examine the attachments which I believe - -  which 

13 you prepared in response to CRPA/USPS-T38-17(b). If you 

c 14 would just briefly take a look at them, there are three 

15 tables, are there not, that you provided us to respond to 

16 17 (b) ? 

17 A Yes, there are three tables. 

18 Q Okay. I think it might be helpful for the 

19 understanding of anyone trying to understand the rate 

20 situation in periodicals if you would kindly just go through 

21 each chart and just simply in your own words identify what 

22 that chart shows. 

23 In other words, what is it meant to demonstrate? 

24 A The question that you have asked in 

25 CRPA/USPS-T38-17, “If all per piece rates pass through 100 
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percent of cost savings, what per piece rates would you 

propose, number one, for the proposed outside counties of 

class, and number two, for the separate, regular, and 

nonprofit subclasses as illustrated in your response to 

POIR-2, Question 1. ’’ 

So basically the first chart that you are looking 

at in the attachment to CRPA/USPS-T38-17 (b) (1) , that chart 

reflects the passthroughs of 100 percent for all piece 

rates. 

Q And this chart assumes the - -  other than the 

passthrough of 100 percent, it is the rate design which you 

propose in this case, in other words an outside county 

periodical subclass which includes regular, classroom, and 

nonprofit mail? 

A Yes, sir. It is a combination of the three 

subclasses that we have proposed, yes. 

Q So the only difference between this chart and the 

chart that is in your testimony and in the post office 

filing for periodicals, outside county periodicals, is the 

100 percent passthrough? Is that fair to say? 

A The POIR also asked some other questions which led 

me to correct some of the things that I had in my work 

papers, and I think this one reflects the changes that I 

made as a result of the POIR that asked me to - -  this was 

POIR-1 I believe that had asked me to make some corrections 
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on some divisions and multiplications I think, and those 

corrections have been made, so this chart is a result of 

those corrections being made also. 

Q So with those corrections, those would be the 

rates that you proposed except that this table also has at 

my request the 100 percent passthrough on the per piece 

rates? 

A Yes, sir. 

Q Okay. Let's go to second chart. What do these 

rates represent? 

A As the heading states, this i s  the attachment to 

CRPA/USPS-T38-17(b) ( 2 ) ,  and these are originally the rates 

that were developed as a result of POIR-2, which was 

designated by you earlier, with one change, and that change 

was that all the piece rate passthroughs are 100 percent 

also in this case, which is 17(b) (2). It has two pages. 

One is regular rate. The other one is nonprofit. 

Q Yes, so the third page, just for the clarity of 

the record, the second page are regular rates and the third 

page are nonprofit rates? 

A That is true, sir. 

Q And we understand that neither Chart 2 or Chart 3 

are the proposal of the Postal Service but they do 

demonstrate that it is possible using the data presented by 

USPS to in fact construct two different rate schedules for 
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regular mail and for nonprofit mail, is that correct? 

A The POIR-2 that we responded to, that demonstrated 

that it was possible to construct two rate schedules, yes. 

MR. FELDMAN: Thank you very much, Mr. Taufique. 

I very much appreciate your responses. 

Mr. Chairman, that is the end of the cross 

examination from our part. 

CHAIRMAN GLEIMAN: Is there any follow-up? 

Questions from the bench? 

Mr. Taufique, I am not going to ask any questions, 

but I want to give you a heads-up. In Presiding Officer 

Information Request Number 1, Question 5, part (f), you were 

asked about RPW adjustment factors after rates, test year 

rates. 

THE WITNESS: Yes. 

CHAIRMAN GLEIMAN: And we have been looking at 

that and scratching our heads and have some concerns and you 

should know that it is quite likely that we are going t:o 

send another Presiding Officer's Information Request over 

and give you a fact pattern and ask you to take a look at it 

and to see if you reached the same conclusion given the 

particular fact pattern as to, you know, whether you need to 

have an RPW adjustment factor for after rates, test yea.r 

after rates. 

THE WITNESS: Oh, okay. 
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CHAIRMAN GLEIMAN: Okay? 

THE WITNESS: Sure. 

CHAIRMAN GLEIMAN: So we won't take any time this 

afternoon, but you will probably get that in fairly short 

order. 

THE WITNESS: Okay, sure. Thank you. 

CHAIRMAN GLEIMAN: No one else has any questions 

up here. 

Do you want some time for redirect, Mr. Rubin? 

MR. RUBIN: Yes. Let's take eight minutes or 

CHAIRMAN GLEIMAN: How about seven and a half? 

MR. RUBIN: Tough bargain, but - -  

CHAIRMAN GLEIMAN: All right. We will assume it 

is 10 minutes and if you get back sooner we will ring the 

buzzer and take it from there. 

[Recess. I 

CHAIRMAN GLEIMAN: Mr. Rubin. 

MR. RUBIN: Thank you. 

REDIRECT EXAMINATION 

BY MR. RUBIN: 

Q Mr. Taufique, at the end of your cross 

examination, you agreed that it would be possible to design 

rates using 100 percent pass-throughs. 

A Yes. 
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Q Looking at your attachments to CRPA the 

first attachment provides outside county rates. Are there 

any problems that result from using 100 percent 

pass-throughs to design these outside county rates? 

A Yes. The problems are significantly higher 

increases for some of the rates, sir, and that is why the 

pass-through that we used was to mitigate the impact of 

these higher increases in many of the rate cells. 

Q And the second and third attachment provide rates 

for regular and non-profit using 100 percent pass-throughs. 

Are there problems with these rates that resulted from the 

100 percent pass-throughs? 

A There's a dual problem over here. The reason to 

combine these classes was to avoid rate anomalies, and so 

even with the pass-throughs that we have used in our 

proposal, we would have a problem with the anomalies if you 

had two separate classes, and you can see it in many cases. 

I'll point out the carrier route basic rate, which is 1 5 . 2  

cents for regular and 14.6 cents in non-profit; the 

difference is .6 cents. And if you look  at the difference 

between the editorial discount rate, which is 5 . 1 ,  compared 

to 6.5, that in itself means a big anomaly. 

So there are two issues. Number one is that there 

are rate anomalies; and number two, with 100 percent 

pass-throughs, there are significantly higher increases than 
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what we as the Postal Service wanted to propose, wanted to 

mitigate the impact of the overall increase. 

MR. RUBIN: Thank you. That's all I have. 

CHAIRMAN GLEIMAN: Is there any recross? 

MR. FELDMAN: I just have one question, Mr. 

Chairman. 

RECROSS EXAMINATION 

BY MR. FELDMAN: 

Q I may not have heard you. That may be the 

problem. On your - -  I think it was your response to your 

counsel's question about either the anomalies or the rate 

impact on certain parts of the class, did you identify any 

particular group or rate element that would be especially 

hurt if we had the 100 percent pass-through? 

A With 100 percent pass-throughs, the rate increases 

for certain rate cells, especially bar-coded mail and 

carrier route mail, would be significantly higher than what 

we set as limits for ourselves in terms of proposing the 

rate increase for periodicals. 

Q Again, I'm sorry, I heard - -  you said bar-coded 

mail and what other kind of mail? 

A Carrier route. 

Q Carrier route. The bar-coded mail, though, I 

mean, the impacts would vary, would they not? I mean, they 

wouldn't all be uniform; they'd be different impacts. 
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A Yes, and my pass-throughs showed that the impacts 

do vary. 

Q They are evident in these charts. 

A Right. 

MR. FELDMAN: Thank you, Mr. Chairman. That 

concludes it. 

CHAIRMAN GLEIMAN: Any other recross? 

[No response. I 

CHAIRMAN GLEIMAN: If not, Mr. Taufique, that 

completes your testimony here today. We appreciate your 

appearance and your contributions to the record. We thank 

you and you're excused. 

[Witness excused. I 

That concludes today's hearing. We'll reconvene 

next Tuesday, May the 9th, at 9 : 3 0  a.m., and receive 

testimony from Witnesses Baron and Raymond at that point in 

time. 

Thank you. You all have a nice evening and a nice 

weekend. 

[Whereupon, at 4 : 4 4  p.m., the hearing recessed, to 

reconvene on Tuesday, May 9th, 2000 ,  at 9 : 3 0  a.m.] 
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