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AUTOBIOGRAPHICAL SKETCH 

My name is Jonathan Levine. I am a Consultant at PricewaterhouseCoopers 

LLP in the firm’s Mail, Package, and Freight industry group. Since joining 

PricewaterhouseCoopers in 1997, I have been employed primarily on projects 

that involve the analysis of Priority Mail operations and costs. 

I earned a Bachelor’s Degree in Political Economy from Williams College in 

1997. 

This is my first appearance before the Postal Rate Commission. 

I. Purpose 

The purpose of my testimony is to supply Postal Service witness Scherer (USPS- 

T-3) with cost estimates to support three proposed Priority Mail presort discounts. 

The three proposed discounts are: 5digit presort, 3-digit presort, and ADC 

presort. Witness Scherer presents the reasons for proposing these discounts in 

his testimony. 

II. MATERIALS ASSOCIATED WITH THIS TESTIMONY 

USPS Library Reference MC2001-l/l documents the computer programs used 

to estimate the Priority Mail origin and destination volumes at each facility. The 

facility names have been redacted because this information is commercially 

sensitive. This data is used to develop inputs for the mail processing cost model. 

Attachment D of this testimony indicates the mail-processing plants associated 

with each ADC using coded identifiers. 
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Ill. Introduction 

The three proposed Priority Mail discounts will result in Priority Mail bypassing 

certain mail processing operations. Accordingly, the scope of this testimony is 

limited to Priority Mail processing costs and does not include other functions such 

as transportation and delivery. 

This testimony provides estimated mail processing cost savings. Because the 

proposed Priority Mail presort discounts are based on cost savings from 

avoidance of existing operations, this experiment will not require additional 

capital expenditures. 

The cost savings estimated in this case are based on data presented in Docket 

No. R2000-1. It is important to note that there has been a significant change in 

Priority Mail processing operations since that case was filed. During litigation of 

Docket No. R2000-1, the Postal Service was under contract with Emery 

Worldwide Airlines for the processing and transportation of a portion of Priority 

Mail volume. This contract included ten Priority Mail Processing Centers 

(PMPCs). On November 3,2000, the Postal,Service announced that an 

agreement had been reached with Emery to end the mail processing contract. 

The contract was terminated, and USPS began managing the PMPCs directly as 

of January 7, 2001. To the extent possible, this change has been incorporated in 

my mail flow models. 

Due to the experimental nature of this case and the mail preparation 

requirements that are proposed to accompany the three presort options, it will be 

necessary to collect data during the course of this experiment to verify cost 

savings. These data will include information about the processing of nonpresort 

Priority Mail, as well as presort pieces, since it is necessary to compare the two 

in order to validate the cost savings estimates. Attachment A contains the data 

collection plan. 
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IV. Cost Methodology 

A. Inputs 

The unit cost of a piece of Priority Mail is calculated using productivity (pieces 

processed per hour) and an average wage rate per hour modified by piggyback 

and premium pay factors. Piggyback factors are designed to capture indirect 

mail processing costs such as supervisor time and facility space associated with 

each operation. The premium pay adjustment is designed to account for the 

higher marginal costs associated with processing Priority Mail due to the fact that 

it receives preferential processing. 

Productivities are calculated using the Manag,ement Operating Data System 

(MODS), which reports workhours and volume (total pieces handled or TPH) by 

operation. Four operations in MODS are specific to Priority Mail distribution: 

Manual Priority, Small Parcel Bundle Sorter (SPBS) Priority, Linear Induction 

Parcel Sorter (LIPS) Priority, and Flat Sorting Machine 1000 (FSM 1000) Priority. 

Separate operations report outgoing and incoming hours and pieces. Average 

productivity is calculated for each operation by dividing pieces by hours. The 

marginal productivity, or productivity of the last piece processed, is calculated by 

dividing the average productivity by the variability for the operation. For this data, 

the FY 2000 MODS data from all sites across the country were used to calculate 

productivities. 

To estimate costs, the appropriate premium pay factor, wage rates, and 

piggyback factors must be chosen. For the purposes of this case, these inputs 

are developed using data presented in the November 13, 2000 Opinion and 

Recommended Decision of the Postal Rate Commission (PRC) in Docket No. 

R2000-I. The advantage of using inputs derived from the PRC’s Decision is that 

the estimated cost savings are developed using almost all of the same costing 
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assumptions that support the current Priority Mail rates.’ Calculating the cost 

savings with PRC-derived inputs enables witness Scherer to set discounts that 

are consistent with the existing rates.’ 

While the wage rate, premium pay factor, and FSM piggyback factor are taken 

directly from the PRC’s Decision,3 the SPBS Priority and manual Priority 

piggyback factors are adjusted. This is done because both of these piggyback 

factors, as calculated in the PRC’s Decision, are so large that they appear to be 

anomalous. Using the piggyback factors as calculated in the PRC’s Decision 

would result in severely overstating the cost savings. In Attachment B, these 

piggyback factors are re-calculated using the “average mail processing 

piggyback factor” in place of the “residual” or “not used” piggyback factor! 

These calculations result in the SPBS Priority and manual Priority piggyback 

factors being more consistent with the other piggyback factors in the PRC’s 

Decision, 

As mentioned above, inputs from the PRC’s Decision are used for this cost study. 

Therefore, the PRC’s estimates of mail processing volume variabilities are also 

used in this cost study. This does not signify the acceptance of these inputs as 

the correct data to be used in estimating costs and/or cost savings. Rather, it 

’ As mentioned earlier, the one assumption that has changed since Docket No. 
R2000-1 is that the mail processing contract with Emery has been terminated, 
and the Postal Service is managing the operations of the PMPCs. The resulting 
change in my mailflow models is discussed in part B below. 

‘Attachment E contains the estimated cost savings using USPS-derived inputs 
from Docket No. R2000-1, for comparison purposes. 

3 Wage rates are from Docket No. R2000-1, PRC-LR-5, file “Part VIII 
Disaggregation of Wagesxls”, sheet “table viii”. Premium pay factor is from 
Docket No. R2000-1, PRC- LR-10, tile “mppigby.xls”, sheet “Prempay-Ratio”. 
Piggyback factors are from Docket No. R2000-1, PRC-LR-10, file 
“piggysummary”, sheet “mods”. 

4 This is the methodology employed by the Postal Service in the calculation of 
the “PRC-Version” of piggyback factors. 
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allows the cost savings to be estimated using the same costing assumptions that 

support the rates that went into effect on January 7, 2001. 

B. Cost Models 

The cost model calculations can be found in Attachment C. For guidance, the 

following description of Attachment C is provided. 

Table 1 of Attachment C lists all of the tables in the attachment. Tables 2 and 3 

of Attachment C display the inputs used in the cost model. Productivities are 

derived using FY2000 Priority-specific productivities reported in the MODS 

database. All inputs are as described above in Section A. 

Tables 4-6 of Attachment C calculate the unit cost of outgoing and incoming sorts 

using the inputs from Tables 2 and 3 of Attachment C. The unit costs of the four 

different Priority-specific MODS operations (Manual, SPBS, LIPS, and FSM 

1000) are weighted together using the relative volumes processed by each 

operation nationwide. 

Tables 7 and 8 of Attachment C represent the flow of Priority Mail through USPS 

processing operations. Table 7 of Attachment C shows the volume destinating at 

each ADC that receives a separate 3-Digit sort and the volume that bypasses the 

3-Digit sort. These volumes are derived using destinating Priority Mail volume 

estimates at the 3-Digit (plant) level. Plants are assigned to ADCs based on 

USPS process flows. Plants were contacted to determine what volume is sorted 

directly to the 5Digit level at the ADC and what volume receives a separate 3- 

Digit sort. This volume is then sorted to the 5-Digit level either at the plant or in a 

secondary sort at the same ADC’. Overall, 43.0 percent of destinating Priority 

Mail volume receives both a 3- and a 5Digit sort (whether at the ADC or at the 

5 The volumes by plant are shown in Attachment E of USPS Library Reference 
MC2001-l/l. Attachment D to this testimony identifies the plants in each ADC 
service area. 
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ADC and the Plant) and 57.0 percent is sorted directly to 5Digits at the 

destinating ADC, bypassing the primary sort. 

Assumed in the cost model is that Priority Mail that has the same origin and 

destination 3-Digit ZIP Code receives an outgoing primary sort to the 3-Digit 

level. All other Priority Mail receives an outgoing sort to the destination ADC. 

11 .O percent of originating Priority Mail volume has the same origin and 

destination 3-Digit ZIP Code and is therefore sorted to the 3-Digit level at the 

origin. This percentage is derived using Priority Mail volumes shown in USPS 

Library Reference MC2001-l/l, Attachment E. It is assumed all other originating 

Priority Mail volume, 89.0 percent, would be sorted to the ADC. 

As mentioned above, since presortation only impacts mail processing and not 

other functions such as transportation and delivery, only mail processing piece- 

distribution cost savings are estimated. Table 8 of Attachment C is a graphical 

representation of the postal processing of Priority Mail. This mailflow model 

assumes mail processing as is currently done at postal-run facilities, 

incorporating changes due to the end of the PMPC contract. The mailflow model 

is constructed using the destinating volume distribution from Table 7 of 

Attachment C and the assumption that 11 .O percent of Priority Mail is sorted to 

the 3-Digit level at origin. 

In Attachment C, Tables 9-13 display the mail processing cost model 

calculations. Note that this model only estimates the costs associated with 

avoiding piece-distributions. It does not take into account any changes in cost 

that may arise due to changes in containerization, as these cannot be estimated 

without knowledge of the mailers that will participate in the experiment. The cost 

model calculates the unit cost for four levels of presort: 

I, Non-presort (Attachment C, Table 9) 

2. ADC presort (Attachment C, Table IO), 
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3. 3-Digit presort (Attachment C, Table 1 I), 

4. 5Digit presort (Attachment C, Table 12). 

Each table calculates the unit cost for a Priority Mail piece receiving a specific 

level of presort in the following way. Lines l-3 show what percent of each 

general mailflow receives either an outgoing, incoming primary, or incoming 

secondary sort. A zero percent in the table represents a sort that is bypassed 

either inherently by the type of mail or due to presortation. For instance, an intra- 

SCF piece (originating and destinating in the same SCF service area) receives 

an outgoing sort and an incoming secondary sort (to 5-digits), but bypasses the 

incoming primary sort (to 3-digits) (see Table 9 Line 1). Line 4 shows the unit 

cost for each sort from Tables 5 and 6. Lines 5-7 calculate the unit cost for each 

type of mail. Lines 8-11 calculate the average unit cost weighted by the mailflow 

volumes from Table 8. 

The cost avoidances shown on Attachment C Table 13 are calculated as the cost 

difference between the level of presort and non-presort. Because the proposed 

presort discounts do not affect processing beyond the 5-Digit level, the cost 

model does not account for any costs beyond the sort to 5 digits. Therefore, no 

cost for sorting 5-Digit presorted mail is included in this model. The cost savings 

associated with the 5-Digit presort is simply the modeled costs of non-presort. 

V. Summary 

The Test-year cost avoidance estimates are shown in the following table: 

Estimated Cost Savings 

Level of Presort Cost Savings (cents/piece) ’ 

ADC presort 19.3 

3-digit presort 26.1 

5-digit presort 42.0 
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Attachment A 

Data Collection Plan 

I. introduction 

This attachment provides a description of the Postal Service’s data 

collection plan for the proposed experimental Priority presort discounts, as is 

required by the Commission’s Rule 67 (c). The purpose of the data collection 

plan is to provide a basis for developing a more refined estimate of the cost 

savings that result from the proposed presort options and to determine if the 

proposed Priority discounts should become a permanent classification. 

The plan has been designed to collect data required by Commission’s 

rules 64 and 54, and data desired for postal management’s evaluation of rolling 

out the proposed discounts on a national basis. No new statistical systems will 

be created to facilitate the data collection effort. Instead, all data will be collected 

through the means identified in the plan. The main categories of data to be 

addressed during the experiment are operations, volumes, and cost data. The 

data will be collected during the three years of the experiment. 

II. Data Acquisition and Analysis 

There are two phases to the da!a collection plan. They are described below. 

Phase 1. 
The purpose of Phase I is to assess preliminary problems with the proposed 

presort discounts and to determine the feasibility of allowing more mailers to 

enter the experiment. Phase I will take place in the first twelve to eighteen 

months of the experiment. It will entail communicating with both the mailers 

using the proposed discounts and with field personnel who handle the presorted 

Priority Mail. Site visits will be made, if necessary, to gather more information. 

The purpose of these communications will be threefold. First, they will be used 

to determine if there are any unforeseen difficulties in implementing the 

worksharing discount. Second, they will be used to determine if the presorted 

a 
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Priority Mail is actually avoiding operations that it is assumed to avoid. Third, 

they will be used to determine if there are any unforeseen additional costs. After 

this information is analyzed, it will be determined if more mailers will be allowed 

to enter the experiment. 

Phase II. 
The purpose of Phase II is to gather data used to analyze the cost and revenue 

impacts of the discount. Depending on how quickly the first mailers begin using 

the proposed discounts and the availability of resources, Phase II may overlap 

with Phase I. Phase II will entail collecting both operational and volume data. At 

present, the Postal Service proposes to use the methods described below to 

perform the data collection. 

A. Operations 

Surveys will be sent to a sample of postal facilities that handle both presorted 

Priority Mail and non-presorted Priority Mail. The purpose of these surveys will 

be to compare the operations incurred by presorted Priority Mail to the operations 

incurred by non-presorted Priority Mail. Data collected will include sortation 

schemes, type of equipment used to sort Priority Mail (including manual 

operations), and productivities associated with that equipment. MODS data and 

end-of-run (EOR) reports will be used when available. Site visits will be made as 

necessary to help determine the operational mailflow of the Priority Mail. 

B. Volumes 

Volumes by shape and type of discount will be collected via Mailing Statements. 

Volume data will be collected on at least ten mailers, unless fewer than ten 

choose to participate in the experiment. If the number of mailers exceeds ten, a 

sample may be used to collect this data. 

Ill. Additional Market Research 

,- 32 In addition to the data collection effort, a market research study will be conducted 

33 to determine the level of demand for each of the three proposed Priority presort 
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1 discounts. This information could be used in any future request for permanent 

2 changes and will serve primarily as a basis for volume forecasts. 

3 

4 The actual survey instruments used will be developed based on customer 

5 knowledge gained during the experiment and Phases 1 and 2 of the data 

6 collection effort, as well as information obtained from Postal Service.personnel in 

7 the field who worked with customers during the experiment. 
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Table 1 USPS T-2 

Priority Mail Cost Model Attachment C 

Summary of Tables: Priority Presort Discount Cost Analysis 
Table 1 

Table Title 
1 Summmy of Tables: Priority Presoi? Dlscoun, Cbs, Analysis 
2 Input Data 

3 MODS Input Data 
4 Average Cost Per Hour by Operation 
5 Unit Cost - Outgoing Sort 
6 Unit Cost - lncomlng Sort 
7 Volumes - Destinating ADC 

8 Volume by Mailflow 
9 Unit Cost Non-Presoiled Mail 
10 Unit Cost _ ADC Prasoded Mai, 
11 Unit Cost-S-Digit Presort 

12 Unit Cost -5Digit Presort 
13 Presort Cost Avoidance Summary 



Table ‘2 

Priority Mail Cost Model 
Input Data 

Variability’ 

Operation 
I Manual Priority (050/055) 

Variability 
99.4% 

2 SPBS Priority (138/139) 
3 LIPS Priority (258/259) 
d FSM 1000 Priority (4501451) 

99.3% 
99.3% 
99.8% 

Piggyback Factors 

Operation 
5 Manual Priority (050/055)’ 

Piggyback Factor 

1.528 

8 SPBS Priority (138ll39)’ 

I LIPS Priority (258/259)’ 

B FSM 1000 Priority (450/451)3 

Average Wage 

1.610 

1.810 
1.507 

$28.449 9 FY 2001 Wage Rate4 

Premium Pay 

90 Priority Mail Premium Pay Facto? 1.003 

sources 
’ Docket No. R2OOO.I, PRC-LRd, file Part IX Variabiliiks.xls, sheet “PRC Variabilities”. 

‘Attachment S (Adjusted Piggyback factors). LIPS Priority uses SPBS Piggyback Factor. 

’ Docket No. R2OgO.1, PRC-LR-10, file “piggysumma~. sheet ‘“mods”. 

’ Docket No. R20W.1, PRC-LR.5, fiie”Part WI Disaggregation of Wages.xls”. sheet “table viii”. 

’ Docket No. R2000.1, PRC- LR-10. file “mppigby.xls”, sheet “Prempay-Ratio”. 

USPS T-2 
Attachment C 

Table 2 
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USPS T-2 
Attachment C 

Table 3 

Table 3 

Priority Mail Cost Model 
MODS Input Data 
Source: MODS FY 2000 

Average Marginal 
Operation Hours TPH’ (in 000s) Productivity2 Variability Productivity3 Pert. Of Volume 

I Manual Priority (050) 5462,030 1.186,908.6 217.3 99.4% 218.6 71% 
2 SPBS Priority (138) 1,831.072 414,208.5 226.2 99.3% 227.8 25% 
3 LIPS Priority (258) 265,738 47,852.1 180.1 99.3% 181.3 3% 
4 y( FSM 1000 Priori1 450 348.1 99.8% 348.8 1% ~- 
5 Total 7.615129 1,668,582.6 219.1 100% 

Incoming Sort 
Average Marginal 

Produc(ivityz Productivity3 Pert. Of Volume 
6 Manual Priority (055) 3,422.117 932,450,s 272.5 99.4% 274.1 63% 
I SPBS Priority (139) 1,735.306 486.238.3 280.2 99.3% 282.2 33% 
B LIPS Priority (259) 98,225 43,835.1 444.2 99.3% 447.4 3% 
P FSM 1000 Priority (451) 57,527 14,120.6 245.5 99.8% 246.0 1% 

10 Total 5313,175 1.478,444.5 277.9 100% 

’ TPH = Total Pieces Handled. 

‘Average Productivity = TPH / Hours 

’ Marginal Productivity = Average Productivity / Variablllty. 



Table 4 

Priority Mail Cost Model 
Average Cost Per Hour by Operation 

Average Wage IA1 [el ICI [A Y B x C] 

Operation 
I Manual Priority 

Average Wage 
$28.449 

Premium Pay Piggyback Faclorl 
1.003 I.5281 

Cost Per Hour 
§.43~59 _ ._.__ 

2 SPBS Priority $28.449 1.003 1.810 $45.95 
3 LIPS Priority $28.449 1.003 1.810 $45.95 

4 FSM 1000 Priority $28.449 1.003 1.507 $42.99 

Fable 2 Line 5’1 Fable 2 Line ,O, Irabin 2 Lines E-8] 

USPS T-2 
Attachment C 

Table 4 
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Table 5 

Tables 

Priority Mail Cost Model 
Unit Cost - Outgoing Sort 

MODS Information IN PI ICI ID1 

Operation Hours TPH (in 000s) Marginal Productivity Percentage of Volume 
I Manual Priority (050) 5,462,030 1 ,I 88.908.6 218.613 71.13% 
2 SPBS Priority (138) 1.831,072 414.2085 227.806 24.82% 
3 LIPS Priority (258) 265,738 478852.1 181.342 2.87% 
4 FSM 1000 Priority (450) 56,289 19,593.4 348.783 1.17% 
5 Total 7.615.129 1,668.562.6 100.0% 

[Table 3 lines I-51 

Cost Calculation El [Fl PI IHI 
Portion of National 

Operation 
6 Manual Priority (050) 
I SPBS Priority (138) 
B LIPS Priority (258) 
o FSM 1000 Priority (450) 

10 Total 

Cost Per Hour 
$43.595 
$45.953 
$45.953 
$42.991 

Hours Per Piece 
0.00457 
0.00439 
0.00551 
0.00287 

Cost Per Piece 
50.199 
$0.202 
$0.253 
$0.123 

Cost Per Piece 
$0.142 
$0.050 
$0.007 
$0.001 
$0.201 



Table 6 

Priority Mail Cost Model 
Unit Cost - Incoming Sort 

USPS T-2 
Attachment C 

Table 6 

MODS Information 

Operation 
I Manual Prioritv (055) 

Hours 
3.422.117 

TPH (in 000s) 
932.450s 

Marginal Productivity 
274.1 

Percentage of Volume 
63.2% 

2 SPBS Priorityil‘39) 1.735,306 488,238.3 282.2 32.9% 
3 LIPS Priority (259) 98,225 43.6351 447.4 3.0% 
4 FSM 1000 Priority (451) 57,527 14,120.6 246.0 1 .O% 
J Total 5.313,175 1.4763444.5 100.0% 

Fable 3 Lines 6.101 

Cost Calculation 19 IF1 PI [HI 
Portion of National 

Operation 
8 Manual Priority (055) 

Cost Per Hour 
$43.595 

Hours Per Piece 
0.00365 

Cost Per Piece 
$0.159 

Cost Per Piece 
$0.100 

7 SPBS Priority (139) 
8 LIPS Prioritv (259) 

$45.953 0.00354 $0.163 $0.054 
545.953 0.00224 $0.103 $0.003 

P FSM 1000 Priorit; (451) 
10 Total 

$42.991 0.00407 $0.175 $0.002 
$0.159 

Fable 41 l/PI 1-3x Fl PJ~l'='l 

I. - - - - - ._ ._ - I. 



Table 7 (multiple pages) 

Priority Mail Cost Model 
Volumes - Destinating ADC 
source: Attachme”, E 

ADC 
I Al 

Plants Destinating Volume Receiving 3-Digit Sort (al ADC) 
Sewed Volume Receives 3-Digit Sort Bypasses 3-Digit Sort 

31 l/352,0751 945,1801 906,895 
z A2 
3 A3 
4 A4 
sA5 
6 A8 
7 A7 
8 A8 
o A9 

IO A10 
II All 
12 Al2 
13 Al3 
14 Al4 
rsA15 
MA16 
,~A17 
18 A18 
IO Al9 

z A25 
x A26 
2~ A27 
z.sA28 
w A29 

1 
4 
1 

11 

I 2 
2 

10 
1 
3 
9 
4 
2 
3 

R 
3 
5- 
2 
4 
2 

5,927,356 
12,259,539 

8.544.559 
6:883&i? 

234,010 I 
18,066,314 
10,334,049 
6,522.892 

13.234;733 
4,269.836 

18.405.222 

133273,345 4,006,222 9,267,123 
6.233,620 I 1,278,384 4,955,236 

0 5927,356 
4.622.028 7.637.511 

6,122,874 11.943,640 
6,341.162 3,992.887 
2.210.608 4,312,284 

9.904,997 

9;639;615 
1.049.698 
3,595.118 

1,447,047 2.822,769 
18.405222 0 
2.031,658 9,884.662 

0 7,963,611 
1,827.177 0 

30 A30 91 42,185.4191 42.185.4191 0 
3, A31 I 11 8.302.2221 2.813.6231 5.488.599 

USPS T-2 
Attachment C 

Table 7 (Page 1 of 4) 
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Table 7 (Page 2 of 4) 

Table 7 (multiple pages) 

Priority Mail Cost Model 
Volumes - Destinating ADC 
Source: Attachment E 

----I ADC 
3s A36 

Plants1 Deslinalingl Volume Receiving J-Digit Sort (at ADC) 
Served1 

81 
Volume1 Receives 3-Digit Sort] Bypasses 3-Digit Sort 

16.407.9391 16.407.9391 0 
4 4,849;731 I ,602;378 33247,353 
2 12.184,658 4,129,381 8.055.277 
1 9,843,078 0 9,843,078 
41 4,307.1351 01 4.307.135 
51 17.608.5631 17.608.5631 0 

1 5,524,479 1,872.246 3,652.233 
2 10.002.737 0 10.002.737 
31 
II 

11;955;7741 
3,834,9461 

I( 6,103,1581 01 8.103,158 
III 38.733.7501 13.126.8681 25.606.882 
3 5;3041513 1;797;699 3;506;814 
3 6,176,900 6,176.900 0 
1 $988.617 0 5,986,617 
4 25,780,499 25,780.499 0 _~ 



Table 7 (multiple pages) 

Priority Mail Cost Model 
Volurnes~- Destinating ADC 
Source: Attachment E 

I PIenISI Destinatinol Volume Receivina 3-Diail Sort tatADC1 
ADC 1 Served Volume Receives 3-Digit&II By&ses ~-Digit&t 

II A71 41 6.989.058) 8,989,0561 0 
7,709,088 2.205,536 5,503.550 

30.459.773 I 30.459.773 0 
~4 A74 IO 
IJ A75 4 
7s A76 6 

16,292,667 I 8,008,849 0,283,818 
10.319.937 2.350.935 7.969.002 

8s A85 101 26,701.8171 5,557,3181 21,144,499 
86 A86 61 16.482.081(, 4.042.8481 12.439.233 
8~ A07 4 10;122:650 4;813;482 5;309;168 
88 A88 1 7.858.303 2,663,179 5.195.124 
epA89 2 6,341,106 2.149,001 4.192.105 

4 11.381,420 0 11.381,420 
3 15.718.493 15.718.493 0 
3 13,443.559 4.131.334 9,312,225 

WI A90 8 
OI A91 10 
02 A92 2 
93 A93 2 11,051.382 6.802,298 4,249.064 
w A94 2 7.620.949 2.582,740 5,038.209 
~A95 2 11,219,789 3,802,386 7.417,403 
08 A98 3 3.3648837 0 3,364,837 
~A97 8 12,742,344 5,825,126 6.917,210 
08 A98 7 11,753,930 8.399,503 3.3548427 
PD A99 8 4,558,088 4,558.088 0 ::%-+ :I 3.268.5831 1,937,5561 1.086.3391 01 2,202.244 1,937,556 

m Al02 1 3,483.230 3.483,230 0 
103 A103 2 5,056,OQl 910,471 4.137.620 
IW A104 3 9,518.521 0 9,516.521 
,o(, A105 6 10,547,628 2,650,190 7.097.430 

USPS T-2 
AttachmentC 

Table7(Page 3 of4) 



Table 7 (multiple pages) 

Priority Mail Cost Model 
~Volumes~- Destinating ADC 
Source: Attachment E 

I Plants1 Destinatinal Volume Receivina 3-Dioit Sort btADC1 
ADC Served Volume Receives 3-Digit&l By&sses 3-Digit Sort 

108 A106 7 7,264.625 7.264.625 0 
lo, A107 ,I 13.739.441 0 13,739,441 

18,093,560 I 7,023,910 11,069.650 
4.458.932 1.148.485 3.310.447 

110 All0 9 13,906,846 0 13;906;848 
11, All1 2 8,022.915 2.041,168 3,981,749 
IV Ail2 2 58837,496 1,072.293 4,765,M3 

30,472,544 I 30,472,544 0 
6.862.351 2.325.651 4.536.700 
4;825;2851 0) 4,825:285 
4,311.3401 01 4,311,340 
3,609,477 3,078,955 730,522 
5.146.787 1.744.246 3.402.541 

16;594;646 110 A119 1 0 16:59.&k 
920 A120 1 3,659.022 0 3.659.022 
121 Total 465 1,279.719.670 550,477,924 729,241.746 
122 Percentage lOO.O%l 43.0%[ Si.O% 

USPS T-2 
Attachment C 

Table 7 (Page 4 of 4) 



Table 8 

Priority Mail Cost Model 
Volume by Mailflow 

USPS T-2 
Attachment C 

Table 8 

Originating Sort Percentage 

1 Inter-SCF’ 89.0% 
2 Intra-SCF’ ii .o% [LR-I A”. E, 

3 Total 100.0% 

Incoming Sort: Inter-SCF Percentage 
d Bypasses 3-Digit Sort 57.0% [Table 7, 

5 Dies not Bypass 3-Digit Sort 
6 Total 

43.0% iTable Tj 

100.0% 

Overall Percentage 
T Intra-SCF 11 .O% 
8 Inter-SCF: 3-Digit Bypass’ 

D Inter-SCF: incurs 3-Digit Sort3 

10 Total 

50.7% 

38.3% 
100.0% 

Priority Mail Flow Model 

’ For the purposes of this testimony. Intra-SCF mail Is dellned as mail originating and destinating in the same SCF service area. Inter-SCF mail is defined as mail that 

originates and destinates in different SCF se&e areas. The usage of the terms does not imply any relationship to their usage in USPS transportation costing terminology~ 

’ Line 1 x Line 4. This volume bypasses the three-digit soil and is sorted diredly to live digits at the ADC. 

’ Line I x Line 5. This volume receives a separate three-digit sod. The five-digit soft occurs at either the ADC or the Plant. 



i 

Table 8 

Priority Mail Cost Model 
Unit Cost - Non-Presorted Mail 

Sort Performed 

Mail Flow 
1 Intra-SCF 

Outgoing Sort Inc. Primary Sort Inc. Secondary Sort 
I 100% 0% 100% 

2 Inter-SCF: Bypasses 3-Digit Sort 
3 Inter-SCF: Receives 3-Digit Sort 

Unit Cost 

100% 0% 100% 
100% 100% 100% 

I Unit Cost by Sort [T~II~S 5.6) 50.201 50.159 $0.159 

Mail Flow 
5 Intra-SCF 
6 Inter-SCF: Bypasses J-Digit Sort 
7 Inter-SCF: Receives 3-Digit Sort 

Outgoing Sort 
50.201 
50.201 
$0.201 

Inc. Primary Sort 
$0.000 
$0.000 
$0.159 

Inc. Secondary Sort 
50.159 
$0.159 
$0.159 

National Weighted Average Cost 

Mail Flow 
8 Intra-SCF 

I Total Unit Cost Percentage of Volume National Cost 
$0.359 11.0% 50.040 

o Inter-SCF: Bypasses 3-Digit Sort 
IO Inter-SCF: Receives 3-Digit Sort 
II National Weighted Average Cost 

$0.359 50.7% $0.182 
$0.518 38.3% $0.198 

50.420 

[Sum of Lines 5.71 [Table 8 Lines 7.91 [IJIll COSI Y Percentage, 

USPS T-2 
Attachment C 

Table 9 
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Table 10 

Priority Mail Cost Model 
Unit Cost - ADC Presorted Mail 

Sort Performed 

Mail Flow 
I Intra-SCF’ 
2 Inter-SCF: Bypasses 3-Digit Sort 
3 Inter-SCF: Receives 3-Digit Sort 

Outgoing Sort 

0% 
0% 
0% 

Inc. Primary Sort 

100% 
0% 

100% 

Inc. Secondary Sort 

43% 
100% 
100% 

Unit Cost 

d Unit COSt by Sort (Tables 5-q $0.201 $0.159 $0.159 

Mail Flow Outgoing Sort Inc. Primary Sort Inc. Secondary Sort 
5 Intra-SCF 50.000 50.159 $0.066 
6 Inter-SCF: Bypasses 3-Digit Sort 50.000 50.000 50.159 
I Inter-SCF: Receives 3-Digit Sort 50.000 50.159 50.159 

National Weighted Average Cost 

Mail Flow 
B Intra-SCF 
D Inter-SCF: Bypasses 3-Digit Son 
10 Inter-SCF: Receives 3-Digit Sort 
II National Weighted Average Cost 

Total Unit Cost Percentage of Volume National Cost 
50.227 11 .O% 50.025 
50.159 50.7% 50.060 
50.316 363% 50.122 

50.227 

[Sum of Lines 5-71 (Table 8 Lines 7-9) [Unit Cost x Percentage] 

’ Ma-SCF mail that is presotted lo the ADC level will flow to the ADC sewing the SW. It till be sorted to 3 M 5 digRs as is the practice at each ADC. 

Therefore, a certain percentage (57%) vii,, be sorted to S-digits a, the ADC and Ibc rmmi”der (43%) WI,! need to be soded to S-digits at the SCF. 

USPS T-2 
Attachment C 

Table IO 



Table 11 

Priority Mail Cost Model 
Unit Cost - 3-Digit Presort 

Sort Performed 

Mail Flow g Out oin Sort 
1 Intra-SCF 0% 0% 100% 

2 Inter-SCF: Bypasses 3-Digit Sort 0% 0% 100% 
3 Inter-SCF: Receives 3-Digit Sort 0% 0% 100% 

Unit Cost 

4 Unit Cost by Sort (Tables s-q 

Mail Flow 
J Intra-SCF 
6 Inter-SCF: Bypasses 3-Digit Sort 
I Inter-SCF: Receives 3-Digit Sort 

National Weighted Average Cost 

50.201 $0.159 $0.159 

Outgoing Son Inc. Primary Sort Inc. Secondary Sort 
50.000 50.000 50.159 
50.000 $0.000 50.159 
50.000 $0.000 $0.159 

Mail Flow Total Unit Cost Percentage of Volume National Cost 

B Intra-SCF 50.159 11 .O% 50.018 

o Inter-SCF: Bypasses 3-Digit Sort 50.159 50.7% 50.080 

IO Inter-SCF: Receives 3-Digit Son 50.159 30.3% $0.061 

II National Weighted Average Cost 50.159 

[Sum of Lines 5-71 [Table 8 Lines 7.91 [Unit Cost x Percentage] 

Printed 3mo1 12 04 PM 

,, ,, ,, ,,,,,,,,,,,,,.,,,,, ,, ,,, ,, ,,,,,, ,, ,,,,,,,, ,, ,, ,, ,,, ,, 

USPS T-2 
Attachment C 

Table 11 



Table 12 

Priority Mail Cost Model 
Unit Cost - &Digit Presort 

i 

USPS T-Z 
Attachment C 

Table 12 

Mail Flow 
I Intra-SCF 
2 Inter-SCF: Bypasses 3-Digit Sort 
3 Inter-SCF: Receives 3-Digit Sort 

Outgoing Sort 
0% 
0% 
0% 

Inc. Primary Sort 
0% 
0% 
0% 

Inc. Secondary Sort 
0% 
0% 
0% 

Unit Cost 

d Unit COSt by Sort [Tables 5-q $0.201 50.159 50.159 

Mail Flow Outgoing Sort Inc. Primary Sort Inc. Secondary Sort 
5 Intra-SCF 50.000 $0.000 50.000 
6 Inter-SCF: Bypasses 3-Digit Sort $0.000 50.000 50.000 
I Inter-SCF: Receives 3-Digit Sort 50.000 50.000 50.000 

National Weighted Average Cost 

Mail Flow 
B Intra-SCF 
o Inter-SCF: Bypasses 3-Digit Sort 
10 Inter-SCF: Receives 3-Digit Sort 
II National Weighted Average Cost 

Total Unit Cost Percentage of Volume National Cost 
50.000 11.0% 50.000 
50.000 50.7% 50.000 
50.000 38.3% $0.000 

50.000 

(Sum of Lines 5-71 [Table 8 Lines 7-g] [unit cost x Percentage, 

- - - _ 
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Destinating Priority Mail Volumes by ADC and Plant (Encrypted) 

Source: USPS Library Reference MCZOOl-l/l 



Destinating Priority Mail Volumes by ADC and Plant (Encrypted) 

Source: USPS Library Reference MCZOOl-l/l 



Destinating Priority Mail Volumes by ADC and Plant (Encrypted) 

Source: USPS Library Reference MCZOOl-l/l 





Deotinating Priority Mail Volumes by ADC and Plant (Encrypted) 

Source: USPS Library Reference MCZOOI-l/l 





Destinating Priority Mail Volumes by ADC and Plant (Encrypted) 

Source: USPS Library Reference MC2001-l/l 
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Table 1 

Priority Mail Cost Model - USPS Inputs Version 

) 

USPS T-2 
Attachment E 

Table 1 
Summary of Tables: Priority Presort Discount Cost Analysis 

Table Title 
1 Summary of Tables: Priority Presort Discount Cost Anaiysis 

Input D& 
MODS Input Data 
Averaoe Cost Per Hour bv Operation 
Unit Cost-outgoing Sari 
Unit Cost. Incoming So* 
Volumes - D&inating ADC 
Volume by Mailflow 
Unil Cost - Non-Presorted Mail 
Unit Cost. ADC Presohd Mail 

Unit Cost - 3.Dial Presort 
Unit Cast - 5-D&i Presort 
Presort Cost Avoidance Sunmary 

- 



Table 2 

Priority Mail Cost Model - USPS Inputs Version 
Input Data 

USPS T-2 
Attachment E 

Table 2 

Operation 
I Manual Priority (050/055) 
2 SPBS Priority (138/l 39). 
3 LIPS Priority (258/259) 
d FSM 1000 Priority (450/451) 

Piggyback Factors 

Variability 
52.2% 
64.1% 
84.1% 
81.7% 

Operation 
5 Manual Priority (050/055)’ 

Piggyback Factor 
1.536 

6 SPBS Priority (138/i 39)’ 1.632 

7 LIPS Priority (258/259)’ 1.632 
B FSM 1000 Priority (450/451)3 1.564 

Average Wage 

D FY 2001 Wage Rate4 $28.450 

10 Priority Mail Premium Pay Facto?’ 0.99973 

sources 

’ Docket No. R2OQO.I, PRC-LR-5. file Part IX Variabilities.xls, sheet “PRC Variabilities”. 

‘Attachment S (Adjusted Piggyback factors). LIPS Priodty uses SPES Piggyback Factor. 

3 Docket No. R2000.1. PRC-LR-10. Rle”piggysumma~. sheet “mods”. 

’ Docket No. R20004, PRC-LRd. file MPad VIII Disaggregatlan of Wage%&‘. sheet “table till”. 

’ Docket No. R20OO-1, PRC- LR-10. file ‘“mppigby.xls”. sheet “Prempay-Ratio’. 



USPS T-2 
Attachment E 

Table 3 

Table 3 

Priority Mail Cost Model - USPS Inputs Version 
MODS Input Data 
source: MODS PY 2000 

Outgoing Sort 
Average 

Operation Hours TPH’ (in 000s) 
Marginal 

Productivity2 Variability Productivity3 Pam. Of Volume 

1 Manual Priority (050) 5,462.030 1 ,I 66,908.6 217.3 52.2% 416.3 71% 

2 SPBS Priority (138) 1.831.072 414,208.5 226.2 64.1% 352.9 25% 

3 LIPS Priority (258) 265,738 478852.1 180.1 64.1% 280.9 3% 

4 FSM 1000 Priority (450) 56,289 19,593.4 348.1 81.7% 426.1 1% 

s Total 7,615,129 1,668.562.6 219.1 100% 

Average Marginal 

Operation Hours TPH’ (in 000s) Productivity* Variability Productivity3 Pert. Of Volume 

6 Manual Priority (055) 3.422,117 932,450.5 272.5 52.2% 522.0 63% 

I SPBS Priority (139) 1,735,306 486.238.3 280.2 64.1% 437.1 33% 

.9 LIPS Priority (259) 98,225 43.6351 444.2 64.1% 693.0 3% 

o FSM 1000 Priority (451) 57,527 14.120.61 245.5 81.7% 300.4 1% 

10 Total 5.313.175 1.476.444.51 277.9 100% 

’ TPH = Total Pieces Handled. 

‘Average Productivity = TPH I Hours 

’ Marginal Productivity = Average Productivity/Variability. 

Plintod 3,810, ,2:04 PM 

. I - - 



USPS T-2 
Attachment E 

Table 4 

Table 4 

Priority Mail Cost Model - USPS Inputs Version 
Average Cost Per Hour by Operation 

Average Wage PI IsI ICI [AXBXC] 

Operation 
1 Manual Priority 

Average Wage 
$28.450 

Premium Pay Piggyback Factor1 
1.000 I.5361 

Cost Per Hour 
$43.69 

2 SPBS Priority $28.450 1.000 1.632 $46.42 
3 LIPS Priority $28.450 1.000 1.632 $46.42 
4 FSM 1000 Priority $28.450 1.000 1.564 $44.48 

rable 2 Lhe 91 ,Tab,e 2 tine IO] rab/e 2 tines 581 



Table 6 

Priority Mail Cost Model - USPS Inputs Version 
Unit Cost - Outgoing Sort 

MODS Information IAl [aI ICI 101 

Operation Hours TPH (in 000s) Marginal Produclivity Percentage of Volume 

I Manual Priority (050) 5.462,030 1.186,908.6 416.287 71.13% 

2 SPBS Priority (138) 1,831,072 414.208.5 352.903 24.82% 

3 LIPS Priority (258) 265.738 473852.1 280.924 2.87% 

4 FSM 1000 Priority (450) 56,289 19,593.4 426.054 1.17% 

J Total 7,615,129 1,688.562.6 100.0% 

Cost Calculation 

Operation 
6 Manual Priority (050) 

IEI IFI ICI I9 

Cost Per Hour 
$43.687 

Hours Per Piece 
0.00240 

Cost Per Piece 
$0.105 

Portion of National 
Cost Per Piece 

$0.075 
I SPBS Priority (138) 
B LIPS Priority.(i58)’ 
D FSM 1000 Priority (450) 

10 Total 

$46.418 0.00283 $0.132 $0.033 _~~... 
$46.418 0.00356 $0.165 $0.005 
$44.484 0.00235 $0.104 $0.001 

$0.113 

USPS T-2 
Attachment E 

Table 5 



Table 6 

Priority Mail Cost Model - USPS Inputs Version 
Unit Cost - Incoming Sort 

USPS T-Z 
Attachment E 

Table 6 

MODS Information IA1 PI ICI PI 

Operation Hours TPH (in 000s) Marginal Productivity Percentage of Volume 
I Manual Priority (055) 3,422.117 932,450.5 522.0 63.2% 
2 SPBS Priority (139) 1.735,306 486.238.3 437.1 32.9% 
3 LIPS Priority (259) 98,225 43,635.l 693.0 3.0% 
4 FSM 1000 Priority (451) 57,527 14,120.6 300.4 1 .O% 
5 Total 5,313,175 1.476.444.5 100.0% 

Cost Calculation F1 IGl IY 
Portion of National 

Operation 
6 Manual Prioritv (055) 
I SPBS Priority*(i39) ’ 
8 LIPS Priority (259) 
P FSM 1000 Priority (451) 

10 Total 

Cost Per Hour 
$43.687 
$46.418 
$46.418 
$44.484 

Fable 41 

Hours Per Piece 
0.00192 

Cost Per Piece 
$0.084 

Cost Per Piece 
$0.053 

0.00229 $0.106 $0.035 
0.00144 $0.067 $0.002 
0.00333 $0.148 $0.001 

$0.091 

1 IPI [EI~FI IGI~KJI 



I 1 

Table 7 (multiple pages) 

Priority Mail Cost Model - USPS Inputs Version 
Volumes - Destinating ADC 
Source: Attachment E 

ADC 
1 Al 
2 A2 
jA3 
II A4 
3A5 
8 A6 
rA7 
8 A8 
9 A9 
loA10 
II All 
12 Al2 
,~A13 
fd Al4 
rsA15 
IS Al6 
rrA17 
18 Al8 
10 A19 
20 A20 
2, A21 
22 A22 
2s A23 
a A24 
2s A25 
26 A26 
~A27 
zsA28 
20 A29 
~A30 
3, A31 
~2 A32 
33 A33 
34 A34 
~>A35 

Plantsj Destinatingl Volume Receiving 3-Digit Sort (al ADC) 
SeNedj 

31 
Volume! Receives&DigitSortl Bypasses&DigitSort 

1.852.0751 945.1801 906.895 
1 5.927,358 0 5.9271356 
4 12,259,539 4,622,028 7,637,511 
1 8,544,559 0 6.544.559 

11 6,883,962 2;740,288 4,143,874 
2 234,010 234,010 0 
2 18,066,314 6.122.674 11.943,640 

10 10.334.049 6.341,162 38992,887 
1 6.522,892 2,210.608 4.312.284 
3 143582,727 416771730 9$lo4;997 
9 5.701.839 4,652,143 1,049,696 
4 13.2348733 9,639.615 3,595,118 
2 4,269,836 1.447.047 29822,789 
3 18.405.222 18.405.222 0 
:) ‘;:;;i:;:‘J~, 2;031;65;1 9.684,662 

7,963,611 
2 l-827,177 1,827,177 0 
4 13.273.345 4.006.222 9.267.123 

6 14,980.412 4.224,625 10.755.787 
3 9,634,894 0 9.634,894 
7 18.661.827 7,746.694 8.915.133 
31 6.510.196~ 6,510,19Sl 0 
II 9.874.1601 3.346.3601 6.527.820 
2 10;049;222 0 10;049[222 
7 9,555.735 3.955.201 5.600,534 
2 7.801.708 2.643,999 5,157,709 

4 13,947,787 I 2,181,108 11,766,679 
4 17.263.059 7.126.056 10.137.003 
4 11;940;990 4;046;8021 7;894;186 

USPS T-2 
Attachment E 

Table 7 (Page 1 of 4) 
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Table 7 (Page 2 of 4) 
Priority Mail Cost Model - USPS inputs Version 
Volumes - Destinating ADC 
so”,ce: Atlachme”t E 

ADC 
38 A36 
3, A37 
38 A30 
30 A39 
.w A40 
4, A41 
a A42 
43 A43 
M A44 
4s A45 
m-8 A46 
o A47 
48 A40 
a A49 
x1 A50 
5, A51 
52 A52 
D A53 
M A54 
.s A55 
56 A56 
5, A57 
58 A56 
50 A59 
M A60 
6, A61 
m A62 
63 A63 
m A64 
05 A65 
68 A66 
6~ A67 
m A66 
69 A69 
IO A70 

Plants1 Destinatingl Volume Receiving 3-Digit Sort (at ADC) 
Served 

a 
4 

Volume Receives 3-Digit S&t Bypasses i-Digit &xi 
16.407.939 16.407,939 0 

4.649.731 1,602.376 3.247,353 
2 12,164,656 I 4,129,361 6,055,277 
1 9.843.076 0 9.643.076 
41 4;307:135 I 01 4.307,135 
51 17,608,563 17,608.563( 0 
1 405,503 405,503 0 
5 6,279,972 3,420,592 4,659,360 
4 12,051,569 12.051.589 0 
4 26.698,953 11,167,402 15,711.551 
2 13.506,912 0 13,506,912 
3 7,601.363 765.467 7,035,876 
1 9,404,556 0 9.404,556 
5 16,660,751 2,121.710 16,539.041 
2 13,663,557 0 13,663,557 
1 1,247.066 1.247,068 0 
2 4,693,110 1,590,495 3,102,615 
1 5,524.479 1,872,246 3.652,233 
2 10.002,737 0 10,002.737 
31 11,955,774 01 11955,774 
II . 3.634.946 I 01 3.634.946 
5 i4;065:2ia 5,217,149 6,866,069 
1 68776,327 0 63776,327 

10 20.066.552 14.564.720 5,523,632 
4 5:421;4141 5,006,9741 414,440 
61 5.513,3571 1,524.1531 3,969.204 
6 3.236.016 2,352.581 863,437 
1 9.696,779 0 9,696,779 
1 7.761,445 0 7,761,445 
1 6,103.156 0 6,103,158 

11 30.733,750 13,126,666 25,606.882 
3 5,304,513 1,797.699 3.506,614 

3 6,176.900 6.176,900 0 

1 5,966,617 0 5.966,617 
4 25,760,499 25,780.499 0 

,,, ,,, ._ “, 



Table 7 (multiple pages) 

Priority Mail Cost Model - USPS Inputs Version 
Volumes- Destinating ADC 
Source: Attachment E 

---I ADC 
~1 A71 

Plants ( Destinatingl Volume Receiving 3-Digit Sort (at ADC) 
SeNed 1 

41 
Volume1 Receives 3-Digit Sort1 Bypasses 3-Digit Sort 

6.969.0561 6.969.0561 0 
7 7;709:Oi6 2,205,536 5.503,550 
7 30,459.773 30,459,773 0 

10 21,636.974 13.037.976 6.796.996 

101 
61 
4 10;122;650 41613[462 5,309;166 
1 7.656,303 2,663,179 5,195.124 
2 6,341,106 2.149.001 4.192,105 

00 A90 61 5.230.6281 2,761,4471 2.469,161 
o, A91 I 101 6.362.391 I 5.921.9061 2.440.465 

2 711471444 
2 i 1,051,362 
2 7,620.949 
2 11.219,769 
3 3.364.637 
6 123742,344 
7 11,753,930 
6 4.556,066 
1 1.937,556 
3 3,266,563 
1 3.463,230 
2 5,056.091 
3 9,516.521 
6 10,547,626 

‘7311562 6;4i5:662 
6.602,296 4,249,064 
2,562,740 5,036,209 
3,602,366 7,417,403 

0 3,364,637 
5,625,126 6.917,216 
6,399,503 3,354,427 
4,556.oaa 0 

0 1,937,556 
I,0663339 2,202.244 
3,463,230 0 

916.471 4.137,620 
0 9,5ia,52i 

2,650,190 7,697,436 _ 

USPS T-2 
Attachment E 

Table 7 (Page 3 of 4) 

Pli”M mm1 12:04 PM 
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Table 7 (multiple pages) 

Priority Mail Cost Model - USPS Inputs Version 
Volumes - Destinating ADC 
Source: Machment E 

I Plants1 Destinatinol Volume Receiving 3-Dioit Sort (at ADC) 

USPS T-2 
Attachment E 

Table 7 (Page 4 of 4) 

ADC 
106 A106 
m, Al 07 
108 Al06 
IOD A109 
110 All0 
11, All1 
$12 All2 
1,~ All3 

SeNed 
71 

Volume Receives 3-Digit S&l Bypasses ;-Digit sort 
7,264,6251 7.264.6251 0 

13,739,441 0 13.739,441 
16,093,560 7,023,910 11,069,650 
4,456,932 1,148.465 3,310,447 

13.906.646 0 13.906,646 
6,022,915 2,041.166 3,961,749 
5.637.496 I,072293 4,765,203 

30.472.544 30.472.544 0 
114 All4 2 
1,s All5 1 
116 Al 16 I 3 
11, All7 9 3,609,477 3.076,955 730,522 
,lS A116 1 5.146-767 I,7448246 3,402,541 
,,D All9 1 16,594,646 0 16.594.646 
IM A120 
121 Total 
12~ Percentage 

11 3,659,022 0 3,659,022 
465) 1,279.719,670 550,477,924 729.241,746 

100.0% 43.0% 57.0% 
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Table 8 

Priority Mail Cost Model - USPS Inputs Version 
Volume by Mailflow 

Outgoing Sort Percentage 
I Inter-SCF’ 69.0% 
* Intra-SCF’ 11 .O% 
3 Total 100.0% 

Priority Mail Flow Model 

USPS T-2 
Attachment E 

Table 6 

Incoming Sort: Inter-SCF Percentage 
4 Bypasses 3-Digit Sort 57.0% 
5 Does not Bypass 3-Digit Sort 43.0% 
6 Total 100.0% 

Overall Percentage 
7 Ma-SCF 11 .O% 
8 Inter-SCF: 3-Digit Bypass’ 50.7% 
D Inter-SCF: Incurs 3-Digit Sod 36.3% 
10 Total 100.0% 

’ For the purposes of this testimony, Ma-SCF mail is defined as mail originating and desltnatlng in the same SCF se&e area. Inter-SCF mail is defined as mail that 

originates and destinates in different SCF service areas. 

’ Line 1 x Line 4. 

The usage of the terms does not imply any relationship to their usage in USPS transportation costing tenntnotogy. 

This volume bypasses the three-digit sort and is sorted directly to five digits al the ADC. 

’ Line 1 Y Line 5. This volume receives a separate three-dlgtt sort. The five-digit sort occws at either the ADC or the Plant. 

,,.~ ,. ,,.. 



Table 9 

Priority Mail Cost Model - USPS inputs Version 
Unit Cqst - Non-Presorted Mail 

Sort Performed 

Mail Flow 
I Intra-SCF 
2 Inter-SCF: Bypasses 3-Digit Sort 
3 Inter-SCF: Receives 3-Digit Sort 

Unit Cost 

OutgoinQ sort 

100% 
100% 
100% 

Inc. Primaly Sort Inc. Secondary Sort 
0% 100% 
0% 100% 

100% 100% 

4 Unit Cost by Sort [Tables 5-q 

Mail Flow 
J Intra-SCF 
6 Inter-SCF: Bypasses 3-Digit Sort 
I Inter-SCF: Receives 3-Digit Sort 

National Weighted Average Cost 

$0.113 

Outgoing Sort 
$0.113 
$0.413 
$0.113 

$0.091 

Inc. Primary Sort 
$0.000 
$0.000 
$0.091 

$0.091 

Inc. Secondary Sort 
$0.091 
$0.091 
$0.091 

Mail Flow 
B Intra-SCF 
D Inter-SCF: Bypasses 3-Digit Sort 

10 Inter-SCF: Receives 3-Digit Sort 
II National Weighted Average Cost 

Total Unit Cost Percentage of Volume National Cost 
$0.204 11 .O% $0.023 
$0.204 50.7% $0.104 
$0.296 38.3% $0.113 

$0.239 

[Sum or unes 5.71 (Table 8 Lines 7-91 [unit cd x Percentage] 

USPS T-2 
Attachment E 

Table 9 



Table 10 

Priority Mail Cost Model - USPS Inputs Version 
Unit Cost - ADC Presorted Mail 

Sort Performed 

Mail Flow 
I Intra-SCF’ 
2 Inter-SCF: Bypasses 3-Digit Sort 
3 Inter-SCF: Receives J-Digit Sort 

Outgoing Soft 

0% 
0% 
0% 

Inc. Primary Sort 

100% 
0% 

100% 

Inc. Secondary Sort 

43% 
100% 

100% 

Unit Cost 

I Unit Cost by Sort Fables 5-q $0.113 $0.091 $0.091 

Mail Flow 
5 Intra-SCF 
8 Inter-SCF: Bypasses 3-Digit Sort 
7 Inter-SCF: Receives 3-Digit Sort 

Outgoing Sort 
$0.000 
$0.000 
$0.000 

Inc. Primary Sort 
$0.091 
$0.000 
$0.091 

Inc. Secondary Sort 
$0.039 
$0.091 
$0.091 

National Weighted Average Cost 

Mail Flow Total Unit Cost Percentage of Volume National Cost 
8 Intra-SCF $0.130 11.0% $0.014 
o Inter-SCF: Bypasses 3-Digit Sort $0.091 50.7% $0.046 
IO Inter-SCF: Receives 3-Digit Sort $0.182 38.3% $0.070 
(I National Weighted Average Cost $0.130 

[Sum of Line* 5.71 [Table 8 Lines 7-91 [Unit Cost x Percentage] 

’ Ink.+SCF mail that is presorted to the ADC level wilt flow to the ADC yving the SCF. It wilt be sorted to 3 OT 5 digits as is the practice at each ADC. 

Therefore. a certain percentage (57%) wttl be sorted to Sdtglts at the ADC and the remainder (43%) vvttl need to be sorted to E-digits at the SCF. 

_ - __ .._ - __ - - - - ~ .- . 
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Attachment E 

Table 10 
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Table 11 

Priority Mail Cost Model - USPS Inputs Version 
Unit Cost - 3.Digit Presort 

Sorl Performed 

Mail Flow 
I Intra-SCF 

I Outgoing Sort Inc. Primary Sort Inc. Secondary Sort 
0% 0% 100% 

2 Inter-SCF: Bypasses a-Digit Sort 

I 

0% 0% 100% 
3 Inter-SCF: Receives a-Digit Sort 0% 0% 100% 

Unit Cost 

4 Unit Cost by Sort [Tables 5.61 $0.113 $0.091 $0.091 

Mail Flow 
s Intra-SCF 
6 Inter-SCF: Bypasses 3-Digit Soft 

I Inter-SCF: Receives 3-Digit Sort 

Outgoing Sort 
$0.000 
$0.000 
$0.000 

Inc. Primary’ Sort Inc. Secondary Sort 
$0.000 $0.091 
$0.000 $0.091 
$0.000 $0.091 

National Weighted Average Cost 

Mail Flow 
B Intra-SCF 
D Inter-SCF: Bvoasses 3-Digit Sort 
IO Inter-SCF: Receives 3-Digit Sort 
II National Weighted Average Cost 

Total Unit Cost Percentage of Volume National Cost 
$0.091 11 .O% $0.010 
$0.091 50.7% 50.046 
$0.091 38.3% $0.035 

$0.091 

[Sum of Lines 5.7) [Table 8 Lines 7-91 [Unit Cost x Percentage] 

USPS T-2 
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Table 12 

Priority Mail Cost Model - USPS Inputs Version 
Unit Cost - 5-Digit Presort 

Sort Performed 

Mail Flow 
I Intra-SCF 

I Outgoing Sort Inc. Primary Sort Inc. Secondary Sort 
0% 0% 0% 

2 Inter-SCF: Bypasses ‘J-Digit Sort 

I 

0% 0% 0% 
3 Inter-SCF: Receives S-Digit Sort 0% 0% 0% 

Unit Cost 

d Unit Cost by Sort (~abfes 5-q $0.113 $0.091 $0.091 

Mail Flow 
5 In&a-SCF 

outgoing sort Inc. Primaty Sort Inc. Secondary Sort 
I 50.000 50.000 50.000 

6 Inter-SCF: Bypasses 3-Digit Sort 
I Inter-SCF: Receives 3-Digit Sort 

National Weighted Average Cost 

$0.000 $0.000 s0.000 
$0.000 $0.000 $0.000 

Mail Flow 
8 Intra-SCF 
P Inter-SCF: Bypasses 3-Digit Sort 

10 Inter-SCF: Receives 3-Digit Sort 
91 National Weighted Average Cost 

Total Unit Cost Percentage of Volume National Cost 
$0.000 11.0% $0.000 
$0.000 50.7% $0.000 
$0.000 38.3% $0.000 

$0.000 

,S”nl Of Lines 5.71 [Table 8 Lines 7.91 (unn cost x Percentagel 
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Table 13 

Priority Mail Cost Model - USPS Inputs Version 
Presort Cost Avoidance Summary 

Presort Level Unit Cost (National Average) Cost Avoidance 
, None $0.239 [Table S] $0.000 [Line 1 - Line I] 
2 ADC $0.130 [Table IO] $O.iOQ [Line 1 -Line 21 
3 3-Digit $0.091 [Table 111 $0.148 [Line 1 - Line 31 
6 5-Digit $0.000 [Table 121 $0.239 [Line 1 . Line 4] 

USPS T-2 
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Table 13 




