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Direct Testimony of Richard E. Bentley 
On Behalf of 

Maior Mailers Association 

1. INTRODUCTION 

A. Statement of Qualifications 

My name is Richard E. Bentley. I am President of Marketing Designs, Inc., a 

marketing and consulting firm. My business address is 9133 Ermantrude Court, Vienna 

VA 22182. 

I began my career as a market research analyst for the Postal Rate Commission 

in 1973 and remained there until 1979. As a member of the Officer of the Commission's 

technical staff (now the Office of Consumer Advocate), I testified before the Postal Rate 

Commission in four separate proceedings. Since leaving the Commission, I have 

testified before the Commission as a private consultant in every major rate case, most 

recently in Docket No. R2001-1, and the most recent major reclassification case, Docket 

No. MC95-1. A more detailed account of my 25 years of experience as an expert 

witness on postal ratemaking and classification is provided as Attachment I to this 

testimony. 

I have been President of Marketing Designs, Inc. since 1982. Marketing Designs 

provides specialized marketing services to retail, commercial, and industrial concerns, 

as well as consulting services to a select group of private clients. 

I received a Bachelor of Science degree in Industrial Engineeringloperations 

Research from Cornell University in 1972. The following year I was awarded a Master's 

degree In Business Administration from Cornell's Graduate School of Business and 

Public Administration. I am a member of Tau Beta Pi and Alpha Pi Mu engineering 

25 honor societies 
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B. Purpose and Summary of Testimony 

Major Mailers Association (MMA) is a signatory and strong supporter of the 

Stipulation and Agreement' (%A). Prompt approval and implementation of the 

negotiated rates proposed in the S&A will provide the Postal Service with additional 

revenues of approximately $ 1.2 billion (including $600 million from First-class) above 

the revenues that the Postal Service could expect to receive through the end of fiscal 

2003 under its initially filed rates (assuming an October 1. 2002 effective date). At the 

same time, the S&A provides the Postal Service and all affected parties with rate 

certainty and an end to litigation, important benefits during these uncertain times. For 

First-class workshare mailers like MMA members, the S&A also mitigated somewhat 

the disproportionately high rate increase (9.3%) proposed in the Postal Service's initial 

filing. 

All participants, except American Postal Workers Union, AFL-CIO (APWU), either 

support or do not oppose the SBA. Even APWU opposes only one limited aspect of the 

S&A: APWU objects to the %A's proposed First-class workshare discounts that APWU 

claims are greater than the Postal Service's purported cost savings. APWU's position 

apparently is that the Postal Service and, indirectly APWU members, should receive not 

only the increased revenues made possible by the June 30, 2002 implementation date 

but also additional revenues of up to $ 3.1 billion2 (including $2.5 billion from First- 

Class) that would result from adoption of the drastically lower First-class workshare 

discounts APWU witness Riley proposes. In other words, APWU proposes to take 

advantage of the earlier implementation date provided for in the S&A while increasing 

rates for First-class workshare mail, already the Postal Service's most profitable rate 

category, by over 18 percent. 

See Motion of the United States Postal Service Submitting Second Revised Stipulation and 
Agreement (January 17.2002). 

The exact revenue impact of APWU's unprecedented proposed First-class rate increases are 
difficult, if not impossible to project. Mr. Riley made no effort to estimate test year volumes and finances 
7t his proposed rates. Tr 12/4880. For the sake of simplicity, my revenue impact analysis assumes that 
~ o l u m e s  remain unchanged from those projected under the Postal Service's original rate proposals in this 
case. 
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While I do not necessarily agree with APWU witness Riley's premise, that rate 

discounts must be lower than cost savings, the main purpose for my testimony is to 

show that the workshare discounts proposed in the S&A are, in fact, far lower than the 

relevant cost savings. To accomplish this, I have focused most of my testimony on 

USPS witness Miller's proposed changes to the Commission's methodology for 

measuring workshare cost savings, and have eliminated from my analysis other related 

issues that I normally would address if MMA were filing a case-in-~hief.~ 

The First-class workshare discounts contained in the S&A are almost identical to 

those originally proposed by the Postal Service; the only differences are that the 

discounts for 3-digit and 5-digit automation letters are increased by .2 cents, while the 

carrier route discount is reduced by .2 cents. In contrast, Mr. Riley proposes to reduce 

the currently effective discounts significantly. Table 1 compares First-class workshare 

discounts proposed by APWU to the current discounts, the discounts originally 

proposed by the USPS and those incorporated in the S&A. 

.. - ___ 
It would still make sense to offer discounts higher than cost savings in certain situations. One 

example might be when the alternative, such as workshare letters shifling to single piece, vvould cause 
operational problems for the Postal Service that affect its ability to meet applicable service standards. 
Another example might involve the other alternative, that workshare letters would simply leave the postal 
system entirely. In that event, the loss of the entire profit from workshare lettern would hurt the Postal 
Service more than granting discounts that are larger than the savings. The Postal Service itself has 
justified the recommendation of First-class workshare discounts that are greater than its purported cost 
savings in each of the last three rate cases. Interestingly, APWU witness Riley was Senior Vice President 
and Chief Financial Officer of the Postal Service when one such case, Docket No. R97-1, was filed with 
the Postal Rate Commission. 

One of the most important issues regarding the derivation of workshare cost savings is the 
benchmark from which the savings are measured. In the last case I argued that the Commission's use of 
bulk metered mail (BMM) as the benchmark was inappropriate and unfair. The isolated examples USPS 
witness Miller provided in this case to demonstrate that BMM does, in fact, exist, do not change my 
opinion. Mr. Miller's testimony proves just how anomalous BMM really is, and how little is known about it. 
I am even more convinced that BMM is an inappropriate benchmark to establish rates for 50 billion 
pieces. If MMA were presenting its case-in-chief, this is one of the issues I would address. However, 
because of the extraordinary circumstances of this case, it is not necessary to address this and other 
issues in surrebuttal testimony. 
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Table 1 

Comparison of Proposed First-class Workshare Discounts 
(Cents) 

First-class 
Workshare Rate 

Cat ego ry 

5 

6 

7 

a 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

USPS 
Originally S8A APWU 

Current Proposed Proposed Proposed 
Discount Discount Discount Discount 

Basic 

Mixed AADC 

AADC 

3-Digit 

5-Digit 

___ 

6.0 NA NA NA 

NA 6.1 6.1 5.0 

NA 6.9 6.9 5.9 

7.1 7.6 7.8 6.2 

8.5 9.0 9.2 7.4 

b r  Route' 

In recommending much lower First-class workshare discounts, Mr. Riley has 

"assume[d] that the cost avoided are as reported by [USPS] witness Miller." Tr 12/4864. 

Mr. Riley also repeatedly asserted that Mr. Miller's avoided cost estimate is the only 

evidence in the record. Tr 12/4903-4. Mr. Riley has ignored two other estimates of 

workshare cost savings that were provided by the Postal Service and are included in the 

record. (1 ) cost savings using the Commission's cost attribution methodology and its 

assumptions regarding delivery workshare savings (Tr 1 ON26203 and (2) cost savings 

using the exact methodology used by the Commission in the last case (Tr 10N2862). 

A s  discussed below and in Exhibit MMA-4A, Mr. Riley's claim also disregards other 

record evidence that casts serious doubt on the accuracy and reasonableness of the 

Mr. Miller's cost savings estimate. My analysis takes all of this record evidence into 

account. 

In recent rate cases, the Commission has consistently found that the Postal 

Service has understated workshare cost savings. In Docket No. R97-1, the 

Commission rejected the Service's proposal to attribute costs on the assumption that 

labor costs do not vary 100% with changes in volumes. Adoption of the USPS 

assumption would have artificially reduced derived workshare cost savings. In Docket 

No. R2000-1, the Commission again rejected the Postal Service's cost attribution 

1 .o 0.5 0.3 0.0 
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methodology and also rejected USPS witness Miller's unreasonable claim that platform 

operations were not impacted by worksharing. In the current proceeding, USPS witness 

Miller found new ways to derive lower workshare cost savings. 

My testimony and analyses demonstrate that the cost savings derived by Mr. 

Miller do not provide an appropriate measure of cost savings. In this case, USPS 

witness Miller modified the methodology that the Commission relied upon for deriving 

cost savings in Docket No. R2000-1. The changes he made all artificially reduce the 

derived workshare cost savings. First, he used the Postal Service's proposed 

methodology for attributing costs rather than the cost attribution method this 

Commission has used in case after case. Second, he eliminated from his cost savings 

analysis certain cost pools that consistently show workshare letters cost less than other 

First-class metered mail letters, the benchmark mailpiece he used as a proxy for BMM. 

Finally, Mr. Miller made a radical new assumption about delivery cost savings that, by 

itself, reduced his derived cost savings by almost 2 cents, 

I have derived the workshare cost savings using the exact same methodology 

that the Commission used just over a year ago in its Opinion And Recommended 

Decision in Docket No. R2000-1 (PRC R2000-1 Methodology). To provide the 

Commission and the parties with a clear road map of what I have done, all relevant 

sources and calculations involved in deriving workshare cost savings using the 

Commission's R2000-1 methodology are shown in Library Reference MMA-LR-J-3.5 In 

addition, based on evidence developed in this case, I have corrected a fundamental 

error in the method USPS witness Schenk used for estimating delivery costs. My 

corrections of Dr. Schenks methodology are documented in Library Reference MMA- 

LR-J-2.6 Finally, I have incorporated what I believe is a more accurate and consistent 

method for deriving workshare cost savings in Library Reference MMA-LR-J-1. That 

analysis, which I identify as the "MMA Methodology," is identical to the Commission's 
-. .~~~~ 

Library Reference MMA-LR-J-3, entitled "PRC Version Workshare Cost Savings" is based on 
Library Reference USPS-LR-J-84 entitled "PRC Version LetterslCards Mail Processing Cost Models and 
Fee Cost Models,'' as revised on November 15, 2001. The only change I made to the USPS library 
reference was to correct the Postal Service's erroneous treatment of two cost pools, discussed in Section 
1 1 1  of my testimony. The results of this analysis were confirmed by the Postal Service. Tr 10N2862. 

Library Reference MMA-LR-J-2 is based on Library Reference USPS-LR-J-117, entitled 
"Development of Delivery Costs by Rate Category for First-class and Standard," sponsored by USPS 
witness Schenk, as revised on November 20,2001 
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3-Digit 

R2000-I methodology except for the correction made necessary by USPS witness 

Schenk s approach to delivery costs and use of single piece metered letters (without 

collection costs) as a proxy for BMM to derive delivery cost savings Table 2 compares 

the worksharing cost savings for all three methods to the workshare discounts proposed 

in the S&A 

6.9 6.0 9.1 9.1 

7.8 6.3 9.4 9.5 

9.2 7.4 10.7 11.4 

Table 2 

Comparison of Various Derived First-class Worksharing Cost Savings 
To the SBA's Proposed Disco1 nts 

(Cents) 

Derived Workshare Cost Savings 

First-class 1 WorkshareRate 1 Pr:Eed 1 USPS 1 PRCR2000-1 1 MMA 
j Category I Discounts I Presentation I Methodology7 I Methodology 

1 MixedAADC I 6.1 I 5.1 I 8.0 I 8.1 

1 Carrier Route' I 0.3 I 2.0 I 2.0 I 2.0 
'Measured from 5-Digit 
Sources Library References USPS-LR-J-60, MMA-LR-J-3, and MMA-LR-J-1 

As shown in Table 2, the discounts proposed in the S&A are significantly lower than 

the derived cost savings using either the PRC or MMA methodologies. 

APWU witness Riley argues that the workshare discounts should be set between 

80% and 100% of the derived cost savings. Mr. Riley measures the discounts he 

proposes from the cost savings derived by USPS witness Miller. A fundamental 

problem with APWU's approach is that Mr. Riley has merely accepted, without any 

critical examination, USPS witness Miller's derived cost savings. Tr 12/4876. That 

methodology has never been accepted by the Commission and one very important 

Note that the cost savings I derive using the "PRC R2001-1 Methodology" assume that 
the USPS delivery costs that USPS witness Schenk presented in this case are accurate. As 
discussed in more detail below, I have corrected one major flaw in her measurement of delivery 
cost savings that has been revealed on the record in this case. 
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element, involving the choice of an appropriate cost attribution method, has been 

consistently rejected by the Commission. As shown in Table 3, the discounts proposed 

in the S&A meet or exceed the 80% - 100% standard he advocates if the Commission 

measures the discounts proposed in the S&A against either its own methodology 

established in the last case or the MMA Methodology. In other words, based on the 

derived cost savings that I present in my testimony, APWU witness Riley's complaints 

regarding the relationship between the proposed discounts and cost savings no longer 

apply and his testimony is essentially moot. 

Table 3 

Percent Passthrough of the %A's Proposed First-class Workshare Discounts 

76% 76% 

83% 82% 

86% 81% 

15% 15% 

First-class Workshare 
Rate Category 

Mixed AADC 

Percent Passthrough 

Methodology Methodology 

76% 75% 

For Automation letters presorted to carrier route, Mr. Miller's derived unit co: : 

savings from the 5-digit letter benchmark is 2.0 cents. Without any reason', APWU 

witness Riley recommends that the Commission ignore these worksharing cost savings 

by reducing the passthrough percentage to zero. There can be no justification for 

eliminating the additional carrier route discount when, clearly, all three methodologies 

indicate that carrier route sorting saves the Postal Service 2.0 cents. A passthrough of 

only 15% of the savings, as proposed by the S&A, is more than fair to the Postal 

Service. 

Mr. Riley merely states that his proposal is "for the Carrier Route Presort rate to equal the rate 
charged to 5-digit automated mail. Tr 12/4865. He provides no explanation why his 80% to 100% should 
not apply to carrier route presorted letters. 
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Four exhibits accompany my testimony. Exhibit MMA-IA summarizes total 

postal finances for the test year under various rate proposals, including those proposed 

by the Postal Service before and after rates, the S&A and APWU. Exhibit MMA-2A 

analyzes and quantifies the changes that USPS witness Miller made to the 

Commission's Docket No. R2001-1 methodology for measuring workshare cost savings. 

Exhibit MMA-3A quantifies the impact of the S&A and APWU rate proposals compared 

to the rates originally proposed by the Postal Service. Exhibit MMA-4A is a technical 

description of corrections that I have made to USPS witness Schenks delivery cost 

study. 

II. APWU'S PROPOSED FIRST-CLASS WORKSHARE RATES 

The First-class workshare rates APWU witness Riley proposes are significantly 

higher than the rates reflected in the S&A and much higher even than those originally 

proposed by the USPS in its rate filing. I strongly urge the Commission to reject 

APWU's proposals. APWU's proposed rates are based on faulty estimates of the 

derived worksharing cost savings, as discussed in much further detail in Section 111 

below. APWU's workshare rate proposals also ignore relevant ratemaking standards. 

A. Postal Ratemaking Criteria 

Aside from the cost issue, APWU's proposed rates simply ignore the ratemaking 

criteria that have long been established by Congress as provided in the Postal 

Reorganization Act. Mr. Riley proposes to raise First-class workshare rates drastically 

without any concern or regard for the adverse impact his proposals would have on 

affected workshare mailers, ignoring Section 3622(b) (4). Similarly, Mr. Riley's 

proposals completely disregard the concept of breakeven, as embodied in Section 

36219, and give no consideration to the private express statute. His proposals also 

disregard the Commission's policies regarding cost coverages and cost mark-ups. In 

my experience, the Commission has never before accepted proposed rates that are 

(, Mr. Riley recommends that the Commission provide the Postal Service with the highest possible 
test year surplus. He also attempted to justify this surplus, coming from one, and only one, rate category 
- First-class workshare mailers, as a contingency allowance. Tr 12/4892. Never before has the 
Commission "backed into" the contingency allowance based on an alleged need to raise rates from one 
rate category as Mr. Riley has. Normally, the contingency is based on a percentage of total projected 
costs to account for unexpected events. 
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based on nothing more substantial than vague arguments. Nor am I aware of any 

credible ratemaking theory that supports Mr. Riley's suggestion that a regulated concern 

like the Postal Service, which exercises monopoly control over the relevant product 

market, should be entitled to raise additional revenues by increasing the price of its 

most profitable product more than twice the average of all other products. Yet that is 

exactly what APWU witness Riley is proposing. 

Finally, APWU witness Riley argues that workshare letters must contribute to 

recovery of institutional costs at least as much on a unit basis as single piece letters 

contribute. He summarizes his position as follows: 

Each piece of First-class discounted mail should contribute at least as 
much absolute dollar contribution as each piece of comparable non- 
discounted mail (Tr 12/4841-2); 

The primary focus should be on the absolute contribution per piece, not the 
percentage markup (Tr 1214842); and 

0 What matters is not the percentage markup; what matters is the total 
contribution or operating profit (Tr 1214846). 

Mr. Riley's position is fine in theory but must less meaningful in practice. MMA asked 

Mr. Riley how one should determine and compare the unit contribution from a 

workshare letter to that of a "comparable non-discounted" letter. His response shows 

that he does not know how to translate his theory into practice. 10 

We do know that, for each rate category as a whole, workshare mail's unit 

contribution to institutional costs is higher than that of single piece mail. See Exhibit 

MMA-1A and Table 4 below. But certainly this comparison is not what Mr. Riley had in 

mind. First-class workshare mail consists primarily of letter shapes weighing up to 1 

ounce, whereas single piece mail has proportionally far more flats and SPRs that weigh 

up to 13 ounces. Ultimately, I believe it is fair to say that the Commission's 

" When asked to explain exactly how to measure contributions separately from First-class 
workshare and single piece letters, Mr. Riley provides absolutely no assistance. All he could do was 
quote his original testimony stating that the contribution should be measured "so that the contribution of 
any piece will be the same regardless of in which rate category in the subclass that piece enters the mail 
stream." Tr 1214879. That explanation adds nothing to the record. When asked to provide the 
contributions under his proposal, his answer was "I have not calculated the specific numbers." (Id.) 
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Cost Coverage 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

S8A APWU 

Single Pc Workshare All Mail Single Pc Workshare All Mail 

160% 1 266% 1 164% 160% 1 290% 1 167% 

methodology for deriving workshare cost savings and recommending discounts 

attempts to equalize the unit contributions for comparable pieces. 

There are other factors for setting rates, on an absolute basis, which Mr. Riley 

appears to ignore. Table 4 below compares the First-class workshare rates proposed 

by APWU with those contained in the S&A and provides the anticipated test year postal 

finances if volumes do not react to the changes in the rates as originally proposed by 

the Postal Service.” 

- 

TY Profit All Mail 
~ - ~~ 

Table 4 

Comparison of Estimated Postal Finances Using the 
APWU and S&A Proposed First-class Rates 

($000, except where shown otherwise) 

$.175 $.221 

7.8% 7.5% 18.6% 10.0% 

$29,352 $1,553,972 

. 

Mark-Up Index 60% I 261% 1 100% 1 89% 1 283% I 100%0 

As shown in Table 4, APWU suggests that the Commission increase First-class 

workshare rates by 18.6%, almost 2 % times the 7.8% average increase for all mail in 

the settlement. Although never discussed by Mr. Riley, Table 4 also shows that 

APWU’s proposal would provide the Postal Service with profits that are over $1.5 billion 

more than the Postal Service requested in its original filing or will receive under the 

S&A. There simply is no justification for providing the Postal Service, and indirectly 

APWU members, such a windfall. 

Finally, APWU recommends that the First-class workshare cost coverage and 

mark-up index be raised by unprecedented, excessive amounts. The Commission 

should recognize that even with the modestly increased discounts set forth in the S&A, 

10 
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the resulting implicit cost coverage and mark-up index are still higher than those the 

Commission recommended for First-class workshare in Docket No. R2000-1. Under 

the S&A, the cost coverage for workshare letters will increase from 248 to 261, while the 

mark-up index will increase from 260 to 261 

Adopting APWU's unsupported workshare rates would impose an unjustifiable 

cost burden on workshare mailers in the short term and could jeopardize the viability of 

the Postal Service in the long term. The Nation is currently in the midst of the first 

recession in a decade. Under the circumstances, there can be no legitimate 

expectation that First-class workshare mailers will simply be able to absorb the 

increased expenses that would result from adoption of the much higher rates Mr. Riley 

proposes. Many business mailers, including MMA members, already have been forced 

to lay off employees and trim budgets dramatically to cope with the adverse financial 

effects of the recession. Implementation of APWU's ill-considered workshare rates will 

only exacerbate mailers' problems in the short term. 

In the longer term, mailers understandably would interpret adoption of APWU's 

rate proposals as a signal that the Postal Service and this Commission are abandoning 

them. As I testified in the last case, implementation of the worksharing concept is 

probably the number one reason why the Postal Service has been able to achieve some 

semblance of rate stability over the years. Worksharing is a partnership. Both mailers 

and the Postal Service need each other. If the Postal Service and Commission turn 

their backs on workshare mailers, who continually strive to comply with the Postal 

Service's ever-changing regulations, it would certainly backfire. The Postal Service 

geared up to process approximately 50 billion First-class single piece letters since it 

was established as a quasi-government institution 30 years ago. See USPS-T-7. page 

34. Altering the workshare relationship now, as APWU recommends, could cause 

workshare mailers, particularly those within the presort bureau industry, to abandon the 

worksharing program. Certainly, the Postal Service cannot react quickly, if at all, if such 

a reduction in worksharing resulted from reduced discounts. In the longer term, mailers 

have, and will entertain, other options. 

Estimating volumes that result from various rate proposals is beyond the scope of this testimony. 11 
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B. Impact of APWU's Proposed First-class Workshare Rates 

The rates proposed in the S&A are fair to both the Postal Service and to mailers. 

The SBA rates will generate almost as much revenue as the rates originally proposed 

by the Postal Service. For example, the original filing anticipated that total increased 

First-class revenues would reach $2.8 billion for the test year ending September 2003. 

Under the SBA, this increased test year revenue total will be reduced by about $82 

million. However, because of the expedited implementation date, the Postal Service will 

be able to generate additional net revenues of approximately $1.2 billion, including $600 

million from First-class. That very logical tradeoff benefits the Postal Service directly 

and APWU members indirectly. In return for slightly lower rates, the Postal Service 

stands to add $1.2 billion to its bottom line over the 15-month period that ends on 

September 30,2003. 

The APWU proposal represents a far different story. Recall that the original rates 

were expected to generate an additional $2.8 billion in revenues from First Class. 

Implementation of APWU's proposed rates on or about October 1, 2002 could increase 

postal revenues by as much as $1.4 billion, for a total of $4.2 billion for the test year. If 

the implementation date is expedited as proposed under the %A, an additional $1.1 

billion could be generated by APWU's rates, bringing the total First-class increase in 

this case to as high as $5.3 billion. Table 5 summarizes this information. 

Table 5 

Comparison of Settlement With APWU and S8A's Proposed Rates 
Assuming No Change in Volumes 

($000) 

S8A APWU 
Proposed Proposed 

Rates Rates First-class Revenue Gain 

- 
For Test Year Only ] 2,808.301 

~- Through - Test Year with 7/1/02 Implementation NA 
Compared to USPS Original Request 

For Test Year Over What USPS Requested 

Throuoh Test Year with 7/1/02 lmolementatton 
__ 

2,725,919 4,250,539 
3,407,399 5,313,174 

(82.382) 1,442,238 

599 098 2 504 873 

Source Exhibit MMA-3A 
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The $2.5 billion windfall produced by APWU's rates is 89% higher than the First-class 

increase that which was originally requested by the Postal Service. The resulting $1.4 

billion of extra revenue generated in the test year by APWU's proposed rates cannot be 

reconciled with the concept of breakeven, as I understand it. Nor does it seem fair and 

equitable to generate these revenues from one rate category that already makes by far 

the largest contribution to institutional costs. Accordingly, I urge the Commission to 

reject outright the rate recommendations made by APWU witness Riley. 

111. DERIVATION OF FIRST-CLASS WORKSHARE COST SAVINGS 

A. USPS Adjustments to the Commission's Methodology 

USPS witness Miller presents a derivation of workshare cost savings that is 

similar to the one he presented in Docket No. R2000-1. His methodology takes actual 

base year cost information projected into the test year, and then uses mail flow models 

to de-average the CRA costs into various categories of First-class mail." In Docket 

No. R2000-1, the Commission rejected significant portions of Mr. Miller's analysis, and 

recommended to the Board of Governors workshare discounts and rates based on its 

own methodology for deriving workshare cost savings. 

In this case, Mr. Miller did not follow the Commission's R2000-1 methodology. 

Mr. Miller's failure to accept the Commission's methodology reduced estimated 

workshare cost savings by an average of 3.17 cents or 49% (as shown in Table 6), an 

extraordinary reduction given that the USPS derived cost savings average just 6.47 

cents. The failure to follow the Commission's established methodology explains why 

the First-class workshare discounts proposed in the S&A appear to be greater than the 

cost savings. 

j 2  APWU witness Riley seems concerned that on occasion, workshare mailers provide prebarcodes 
that are not readable by Postal Service equipment. Tr 12/4849. To the extent that this is a problem, the 
real world cost impact is reflected by actual Postal costs used in the workshare cost savings analysis. For 
the same reason, his argument (Tr 12/4849-50) that 'actual" avoided costs are less than the USPS' 
"should cost" estimates of avoided costs is simply wrong. In fact, just the opposite is true. 
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First-class Workshare 
Rate Category 

Table 6 

PRC R2000-1 Change Due % Change Due 
Methodology To Miller's USPS cost to Miller's 
Cost Savings Revisions Savings Revisions 

Impact on Individual Rate Categories of Miller's Revisions to the 
PRC Methodology for Deriving First-class Workshare Cost Savings 

(Cents) 

9 08 
.. __ -3.11 5.97 -52% 

I Mixed AADC I 7.99 I -2.90 I 5.09 I -57% 

3-Digit 9.44 -3.16 6.28 -50% 

I 5-Diait 1 10.71 I -3.29 1 7.42 I -44% 

1 Weighted Average 9.64 -3.17 6.47 -49% 

In this case, USPS witness Miller rejected three aspects of the Commission's 

Docket No. R2000-1 methodology for deriving First-class workshare cost savings. 

First, Mr. Miller used CRA costs developed under the Postal Service's proposed cost 

attribution methodology rather than the Commission's cost attribution methodology. 

Second, without an acceptable explanation, he eliminated two cost pools that the 

Commission determined were workshare-related but fixed. Finally, he rejected the 

Commission's use of non-automation presorted letters as a proxy for unit Bulk Metered 

Mail (BMM) delivery costs, even though the Postal Service relied upon this assumption 

in Docket No. R97-1 and Mr. Miller accepted it without question in Docket No. R2000-1. 

Table 7 shows the individual cost impacts for each of these three revisions. 
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1 Table 7 
2 
3 Specific Unit Cost Impacts of USPS Witness Miller's Revisions 
4 
5 
6 

to the Commission's Methodology for Deriving 
First-class Workshare Cost Savings 

(Cents) 

First-class 
Workshare Rate 

Category 

5-Digit 

Source: Exhibit MMA-2A 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

PRC R2000-1 
Methodology 
Cost Savings 

7.99 

9.08 

9.44 

10.71 

9.64 

Impact of 
Using USPS 
Cost Method 

-0.89 

-1.09 

-1.14 

-1.27 

-1.15 

Impact of 
Eliminating 
cost Pools 

-0.16 

-0.16 

-0.16 

-0.16 

-0.16 

Impact of 
Assumption 
on Delivery 

costs 

-1.86 

-1.86 

.I .86 

-1.86 

-1.86 

USPS cost 
Savings 

6.28 

7.42 

6.47 

As shown in Table 7, adherence to the Commission's R2000-1 methodology for 

deriving First-class workshare cost savings would have resulted in an average 

automation cost savings of 9.64 cents. Mr. Miller purported to find that the average 

savings should be only 6.47 cents. The difference of 3.17 cents worth of cost savings 

has been lost as a result of Mr. Miller's three revisions. On average, 1 . I 5  cents worth of 

savings was "lost" because Mr. Miller rejected the Commission's cost attribution 

methodology in favor of the Postal Service's preferred cost attribution methodology; 

another.16 cents was "lost" because he eliminated two cost pools, even though the two 

cost pools clearly show that workshare letters cost less than metered letters; and 1.86 

cents was "lost" when Mr. Miller decided to use the delivery costs for Non-automation 

Machinable Mixed AADC (NAMMA) letters as a proxy for BMM letters. 

It is apparent that had Mr. Miller refrained from making revisions to the 

Commission's R2000-I methodology, APWU's complaint -that the discounts are higher 

than the cost savings - would be moot. However, Mr. Miller did make changes that 

significantly reduced estimated cost savings, and it is incumbent upon him to provide 

proof that his revisions are understandable, accurate, and reasonable. Even a cursory 
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Workshare Rate 

Category 

12 
13 
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15 
16 

Impact of Using 
USPS cost 

Attribution Method 

look at the three methodological changes proposed by USPS witness Miller indicates 

that he failed to provide that proof. 

1. USPS Cost Attribution Methodology 

This is at least the third consecutive major rate case in which the Postal Service 

has proposed its own version of attributable costs. The major difference between the 

Postal Service's attributable costs, compared to the Commission's, is that the Postal 

Service assumes that labor costs vary less than 100% with changes in volume. The 

choice of a cost attribution method has a significant impact on the derivation of 

workshare cost savings. As shown in Table 8, if all other factors are kept constant, Mr. 

Miller's reliance upon CRA costs developed using the USPS cost attribution 

methodology reduced derived cost savings by 18% on average. 

Table 8 

Specific Impact of Miller's Reliance on CRA Costs Developed 
Using the USPS Cost Attribution Methodology 

(Cents) 

Mixed AADC I -0.9 

AADC I -1.1 

% Change 

-1 7% 

1 3-Digit 

5-Digit 

Weighted Average -18% 

Source: Exhibit MMA-PA 

17 USPS witness Miller provides no reason for rejecting the Commission's 

18 attributable cost methodology. Instead, he relies on other witnesses' testimonies. In 

19 the past, I have urged the Commission to reject the Postal Service's attributable cost 

20 methodology for two major policy  reason^.'^ First, the Postal Service's methodology 

21 reduces the pot of postal costs that are attributed, either directly or indirectly, to the 

See Docket No. R2000-1, Exhibit MMA-T-1A at 15-16 13 
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subclasses and services of mail. In this case, the Commission's method attributes $3.7 

billion more than the Postal Service's methodology. Reducing attributable costs 

increases the proportion of total costs that are institutional and opens the door for cross 

subsidization among subclasses. I am particularly concerned that if the USPS' 

restrictive views on cost attribution were to prevail, the Postal Service would impose a 

disproportionately large share of institutional costs on First-class letters in future rate 

cases. 

Second, the concept of labor costs varying less than 100% with volume tends to 

reduce the measurement of workshare cost savings. Since the Commission has 

consistently rejected this concept, I am confident that the Commission will again utilize 

its own 100% volume variability cost attribution method. Accordingly, the Postal 
Service's estimation of workshare cost savings should be increased by the unit cost 

amounts shown in Table 8 above. 

2. Elimination of Relevant Cost Pools 

USPS witness Miller explains that he accepted all of the Commission's 

adjustments to his Docket No. R2000-1 workshare cost derivation methodology except 

for the classification of two cost pools: "ISUPP-F1" and "ISUPP-FY. Mr. Miller claims 

that these cost pools, which relate to union activities, Quality of Working Life programs, 

travel time for training, and administrative activities, are "not affected by whether an 

individual mail piece is presorted andlor prebarcoded." See USPS-T-22 at I O .  

Accordingly, he re-classified these costs as "non-worksharing related fixed," thereby 

removing them from the cost savings analysis. 

The impact of Mr. Miller's change from the Cornmission's classifkation of these 

two cost pools varies depending upon which cost attribution methodology is used. If 

these cost pools are included as "workshare-related, fixed," as the Commission 

classified them in Docket No. R2000-1, then Mr. Miller's derived workshare cost savings 

increases by .34 cents for each rate category under the Service's cost attribution 

methodology, and . I 6  cents for each rate category under the Commission's cost 

attribution methodology. 

The cost differences in these two cost pools, between metered letters and 

workshare letters, cannot be explained. Although Mr. Miller claims that worksharing is 
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not the reason for the cost difference, he still cannot explain why these cost pools are 

consistently greater for metered letters than for worksharing letters. When he was 

specifically asked for such an explanation, he failed to provide an answer. USPS 

witness Smith attempted to answer the original question posed to Mr. Miller, but his 

answer also fails to provide necessary evidence to overturn the Commission's decision 

to conclude that the two cost pools are related to worksharing. Mr. Smith stated: 

The labor costs per piece for these two cost pools for the 
categories of metered letters and automation letters are 
dependent on the distribution of labor cost in MODS mail 
processing and MODS window costs for the metered letters 
and automation letters categories. As explained by witness 
Van-Ty-Smith, USPS-T-I 3 at page 15, the distribution key 
used for these two cost pools is the subclass shares of 
volume-variable costs in the supported operations. The 
operations supported by the work associated with these two 
cost pools are MODS mail processing and MODS window 
service operations. (Response to MMA/USPS-T22-7C) 

Mr. Smith's explanation does not prove that the cost differences are not tied to 

worksharing. Worksharing letters, by definition, do not incur window service costs. To 

the extent that the cost differences between workshare and metered mail are related to 

mail processing and window service operations, then worksharing cannot properly be 

ruled out as a causative factor for the cost differences exhibited in these two cost pools. 

It is, and still remains, the Postal Service's burden to explain why the costs in these 

pools are consistently different for automation and metered letters. Cost causation 

within the Postal Service is very complex and not always obvious or consistent with 

one's expectations. Without a reasonable explanation that the differences are not 

caused by worksharing, the cost pools should be included as part of the workshare cost 

savings ana~ysis. '~ 

l 4  There is one other cost pool that exhibits a significant cost difference between metered and 
automation letters that the Postal Service has deemed as non-workshare related and fixed. I urge the 
Csmmission to require the Postal Service to provide a reasonable explanation as to why the cost pool 
"nonMODS MISC" consistently exhibits a significant difference between metered and automation letten, 
and why worksharing has nothing to do with that difference. 
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3. Estimation of Delivery Cost Savings 

As shown in Table 7, the most dramatic impact of USPS witness Miller's changes 

to the Commission's R2000-I methodology, representing 1.86 cents or 59% of the total 

cost savings "lost," concerns his assumption regarding workshare cost savings related 

to delivery. In this case, he abandoned his own prior position that BMM and non- 

automation presorted delivery costs are similar. That assumption was first introduced 

by USPS witness Hatfield in Docket No. R97-1. It is an assumption that Mr. Miller 

himself considered and adopted in Docket No. R2000-1 and one that the Commission 

accepted in both proceedings. 

There are several reasons why Mr. Miller's decision to use non-automation, 

machinable mixed AADC (NAMMA) letter delivery costs as a proxy for BMM letters is 

not reasonable. First, this very significant methodological change reduced estimated 

BMM delivery unit costs by more than 25%, from 5.479 cents in Docket No. R2000-1 to 

4.083 cents in this case. In view of the fact that this change in methodology affects 50 

billion pieces, the Postal Service must justify such a significant change with convincing 

analyses and an in-depth explanation. As USPS witness Mr. Miller confirmed 

(Response to MMA/USPS-T22-49G), however, there is no such explanation in his 

Direct Testimony: 

Q 

A 

Please confirm that the only explanation that you provide in your 
Direct Testimony and Library References for changing the 
assumption from the last case concerning BMM delivery costs is 
found on page 20 of your Direct Testimony. There you state: 

In this docket, I have refined that assumption and have assumed 
that delivery unit costs for BMM letters are the same as the 
delivery unit costs for First-class machinable mixed AADC 
nonautomation presort letters. 

If you cannot confirm, please provide all other record citations 
where you explain the rationale for your "refined" assumption. 

Confirmed. 

For this reason alone, the Postal Service has failed to provide any factual or logical 

reason to overturn the Commission's accepted assumptions regarding delivery cost 

savings due to worksharing. 
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A second very important reason why the Commission should reject the use of 

NAMMA delivery costs as a proxy for BMM delivery costs is that Mr. Miller does not 

know what the delivery costs are for NAMMA letters. These delivery costs were derived 

by USPS witness Schenk. The record shows that she used an inappropriate and 

inaccurate methodology for de-averaging presorted letter delivery costs into the 15 

subcategories of workshare letters, one of which was NAMMA letters -- Mr. Miller's 

proxy mailpiece for deriving delivery cost savings. 

The errors in Dr. Schenk's methodology are described fully in Exhibit MMA-4A, 

entitled "Technical Discussion of Workshare Delivery Cost Savings." In general terms, 

however. Dr. Schenks derivation of de-averaged delivery costs relied upon total 

originating letters processed and delivered by the Postal Service. The basic problem 

with using total volumes is that they included volumes, such as letters delivered to post 

office boxes, that did not incur delivery costs. Therefore, Dr. Schenk's use of total 

volumes diluted and distorted the results she showed and provided to USPS witness 

Miller.15 

Dr. Schenk admitted that her calculations were based on total volumes that 

included pieces that did not incur city carrier costs (TR 3833) and she conceded that 

that it would be "better" to use city carrier volumes rather than total volumes (TR 9835). 

Accordingly, the unit delivery cost figures that she provided to Mr. Miller were wrong and 

should be rejected by the Commission. 

Fortunately, the record does contain accurate delivery volume information. MMA 

requested and received from the Postal Service the actual volumes delivered by city 

carriers. Using the volumes that actually incurred delivery costs, I was able to re- 

construct the Postal Service's delivery cost analysis. Table 9 compares the corrected 

delivery unit costs with those derived by Dr. Schenk. 

._ 
Dr. Schenk computed the average delivery cost for all originating letters when she wanted to , 3  

know the average delivery cost incurred to deliver a letter. The distinction is significant. 
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Table 9 

Comparison of the Postal Service's Original and Corrected 
Unit Delivery Costs For First-class Letters 

(Cents) 

. 

First-class Letter Category 

I First-Class Single Piece 

1 First-class Workshare 
~~ 1 Total Non-Automation 

Auto Mixed AADC 

Auto AADC 

Auto 3-Digit Letters 

Auto 5-Digit Letters CSBCSlMan Sites 

Auto 5-Digit Letters Other Sites 

Total 5-Digit Letters 

Auto CR Letters 

USPS Unit Delivery 
Cost Per 

Originating Letter 

6.04 

5.94 

4.16 

4.01 

3.98 

6.16 

2.89 

3.79 

6.06 

I Total Workshare Letters 1 4.17 

Corrected Unit 
Delivery Cost 
Per Delivered 

Letter 

8.96 

6.17 

4.90 

4.80 

4.77 

6.32 

4.00 

4.23 

6.25 

4.78 

4.91 

Sources: Library References USPS-LRJ-I 17 and MMA-LRJ-2 

Table 9 demonstrates how misleading the results of Dr. Schenk's original 

delivery cost study were. The Schenk study underestimated delivery costs for single 

piece letters by almost 3 full cents: 8.96 cents - 6.04 cents = 2.92 cents. The Schenk 

study also understated the cost of workshare letters, but not by as much: 4.91 cents - 
4.17 cents = .74 cents. 

These differences in measured costs are crucial to an understanding of delivery 

cost causation and, in particular, the impact that worksharing has on such costs. 

Neither Mr. Miller nor Dr. Schenk studied delivery costs in sufficient detail to determine 

the cost drivers that affect delivery costs. And they did not do so, indeed could not do 

so, because the flaws in Dr. Schenk's delivery cost analysis made it appear that the 

cost differences between single piece and workshare letters were minimal. 
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8 Worksharing reduces delivery costs, regardless of whether those letters are 

9 delivery point sequenced (DPSed) or not (nonDPSed). The evidence that the Postal 

10 Service provided in response to MMAs interrogatory supports each of these points as 

11 discussed in detail in Exhibit MMA-4A. Consequently, the Commission should 

12 recognize such cost savings as part of the overall workshare cost savings analysis 

13 In order to isolate workshare delivery cost savings properly, the proxy for the 

14 BMM benchmark should not be a workshare category such as NAMMA. The 

15 Commission can and should use metered letters as a proxy for BMM in order to derive 

16 workshare delivery cost savings.17 Using single piece metered letters as the proxy is 

17 reasonable since I can think of no reason why the manner in which metered letters are 

18 brought to the outgoing post office should have any bearing on the delivery costs. More 

19 importantly, such an assumption uses a non-worksharing rate category against which to 

20 measure the cost savings particularly as they relate to worksharing. This contrasts with 

21 Mr. Miller's methodology which implicitly disregards the clear evidence that worksharing 

22 lowers delivery costs.18 

As discussed in Exhibit MMA4A, worksharing has a very significant impact on 

delivery cost causation This important fact was missed by Dr. Schenk and ignored by 

Mr. Miller because of Dr. Schenks focus on average delivery costs per originating letter 

including letters not delivered, rather than the average cost incurred to delivery a letter. 

Consequently, Mr. Miller's unsupported assumption that delivery costs for a worksharing 

rate category, such as NAMMA letters, can be used as a proxy for a non-worksharing 

rate category, such as BMM letters cannot hold up.16 

In fact, as I discuss in more detail below, such letters are probably a very poor proxy for BMM 16 

letters. A far better proxy would be single piece metered letters, which Mr. Miller uses for estimating mail 
processing costs. 

At the time Mr. Miller chose NAMMA. there was no record information concerning delivery costs 
for single piece metered letters. However, in response to an MMA interrogatory, Dr. Schenk provided 
new data that allows the delivery cost for single piece letters to be de-averaged according to the type of 
indicia. Tr 51649-50. Therefore, it is now possible to derive unit delivery costs separately for First-class 
$gle piece letters that are stamped, metered and have postage paid by 'other" indicia. 

Postal Service data show that when letters are nonDPSed. non-workshare single piece letters 
cost 6.36 cents to delivery in the test year while workshare presorted letters cost only 4.1 1 cents. That is 
a savings of 2.25 cents per piece due to worksharing. When letters are DPSed in the incoming 
secondary operation, workshare letters also cost less to deliver than non-workshare letters. See Exhibit 
MMA-4A at 5-7. 

li 
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First-Class Single Piece Metered Letters 
(without collection costs) 1/ 

First-Class Workshare 

Auto Mixed AADC 

Auto AADC 

Auto 3-Digit Letters 

~- ~~~ __ 

Auto 5-Digit Letters CSBCS/Man Sites 

Auto 5-Digit Letters Other Sites 

Total 5-Digit Letters 

Auto CR Letters 
.~ 

Table 10 summarizes the delivery unit cost savings the Commission should use 

This analysis corrects the Postal Service's flawed delivery cost study and uses a 

benchmark that much more accurately reflects worksharing cost savings that relate 

specifically to delivery cost causation '' 

6.78 

4.90 

4.80 

4.77 

6.32 
4.00 

4.23 

6.25 

Table 10 

Summary of MMA Proposed Delivery Cost Savings 
Due Specifically to Worksharing 

(Cents) 

First-class Letter Category 

Derived Workshare- 
Related TY Unit 
Delivery Cost 

1 
Delivery Workshare- 

Related TY Unit 
Delivery Cost Savings I 

1.98 I 

2.55 I 
I 

0.07 

IV. OTHER FACTORS THAT AFFECT DISCOUNTS 

There are several worksharing activities other than those that are captured by the 

USPS or Cornmission methodologies, that do affect cost savings and should be 

considered in assessing whether the discounts proposed in the S&A are fair and 

equitable. In the last rate proceeding, I urged the Commission to include in the 

derivation of workshare cost savings, additional costs that were either saved or avoided 

because workshare mailers, and only workshare mailers, are required to enclose 

properly designed and prebarcoded reply envelopes in their outgoing envelopes. 

1 j 
The unit delivery cost savings shown in Table 10 are reflected in MMAs total workshare cost 

savings shown in Table 2 above. 
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Similarly. I urged the Commission to give workshare mailers some tangible recognition 

for the substantial expenses they incur, and the USPS saves, as a result of the 

Move/Update requirements. Finally, I pointed out that the rates workshare mailers pay 

include window service costs even though they are not responsible for the incurrence of 

those costs.'' I did not include the costs avoided or saved from these features of 

worksharing in my derivation of workshare cost savings, but urged the Commission to 

take these factors into account as part of the ratemaking process. 

An additional worksharing activity involves the Postal Service's rules and 

requirements that dictate rigorous manufacturing and design standards that workshare 

letters must meet in order to qualify for discounted rates. These requirements and the 

USPS enforcement system currently in place act as a very important insurance policy to 

the Postal Service and, importantly, an insurance policy for which it pays no premium. '' 
Postal regulations insure that only letters with the most favorable physical qualities can 

qualify for discounted rates. As a result of these requirements, automation letters are 

machinable, readable and easily processed by automated equipment. To maintain this 

very efficient and low-cost mail stream, the Postal Service regulates every aspect of a 

letter's physical qualities with an entire handbook of detailed specifications. 

Such a practice by the Postal Service has a profound impact upon its customers. 

In effect, the Postal Service's myriad mailpiece standards and requirements have 

created the need for mailers to staff and train new specialists who are dedicated to 

understanding and complying with specifications that apply to the design and 

preparation of workshare letters. While the cost to train and maintain such specialists 

is considerable. workshare discounts do not recognize or give mailers any credit for the 

extraordinary time and expense they devote to meeting these requirements. 

-. - 

I noted that the Postal Service incurs more than $700 million annually to provide window services. 
Mailers' compliance with move update requirements also serve as an insurance policy to the 

Postal Service, for which it pays no premium. Similarly, insertion of pre-approved prebarcoded return 
letters provide added benefits to the Postal Service in the form of low-costlhigh profit additional VOlUmeS. 
for which workshare mailers receive no credit. 
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The design of a workshare mailpiece has become an increasingly time- 

consuming and expensive proposition for mailers who try to comply with complex and 

ever-changing regulations. To properly administer mailpiece design guidelines, the 

Postal Service has established the Mailpiece Quality Control Program. Through this 

program, the Postal Service designs and publishes training manuals that are sold to 

interested industry concerns. Large workshare mailers, such as MMA members, spend 

hundreds of thousands of dollars a year just to train initially and then keep their 

employees up to date with the many guidelines that regulate a qualifying workshare 

letter. These mailers teach specialized courses that train their own employees, clients 

and even postal service personnel To standardize this growing industry further, the 

Postal Service provides a test to certify individuals who have mastered the intricacies of 

mailpiece design. Passing this rigorous test, which is akin to taking a professional 

exam, is necessary to quality as an "MQC Specialist". MQC specialists are highly 

regarded within the mailing industry and are oflen asked to make important decisions 

regarding a proposed mailpiece design at various stages of the project. 

I completed an introductory coursez2 last year and can confirm that the material is 

both protracted and complex. As I learned, the Postal Service follows a "no tolerance" 

policy such that if one of its many rules that police the design of a workshare letter is 

violated, an entire mailing will be either held up or simply rejected. This can be 

particularly burdensome if, for example, a letter is designed to be 11.5 inches wide, but 

some envelopes are cut 11.51 inches wide. Such a mailing would in all probability be 

rejected by the Postal Service and have to be mailed at the workshare flat rate rather 

than the letter rate. Therefore, it is extremely important for newly designed mail pieces 

to comply with every detailed item as described in the Domestic Mail Manual and 

training manuals published under the Maitpiece Quality Control Program. 

The resulting cost savings directly attributed to mailpiece design regulations is 
difficult. if not impossible to measure. Other categories of letters that are not subjected 

to mailpiece design issues, such as BMM, are also very clean and machinable. There 

may not be any true difference in the cost of processing either type of mail that is 

~~~ ~ ~ -~ 
,- 

A copy of the training manual used for the course that I took is provided as Library Reference ~~ 

MMA-LR-J-4. 
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traceable to the mailpiece design. However, it seems unfair to completely ignore the 

hoops through which workshare mailers jump simply to make sure their mail qualifies for 

discounted rates As such, I urge the Commission to consider the effort put forth by the 

workshare mailing community as part of the decision-making process when 

recommending the workshare discounts in the S&A for First-class mail. 

V. CONCLUSION 

The Postal Service faces challenging times. As a result of the September 11 

tragedy and the anthrax attacks, the Postal Service had to make a choice between 

proceeding with the litigation of this case or settling. After several weeks of arduous 

negotiations, the Postal Service chose to settle the case. In return for slightly lower test 

year revenues than it originally requested, the Postal Service has the certainty that it will 

be able to implement the higher S&A rates three months sooner. For this reason, both 

the Postal Service and its most profitable customers, First-class workshare mailers, 

believe that the Commission should adopt the S&A. 

APWU is the only party to oppose the S&A. It has relied upon USPS witness 

Miller's derived workshare cost savings even though they represent significant 

departures from the Commission's methodology. Certainly Mr. Riley should have 

recognized that the Postal Service's cost savings were controversial, to say the least. 

I strongly urge the Commission to either rely on its own methodology from the 

last case. or that same methodology with the corrections that I propose based on the 

record in this case. Accordingly, the Commission should not adopt the workshare 

discounts proposed by APWU witness Reilly and should find that it is not fair to single 

out one rate category and charge it up to an extra $1.4 billion for the test year. Instead, 

the Commission should adopt the entire rate package proposed by the S&A. 
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QUALIFICATIONS OF RICHARD BENTLEY 

Richard Bentley is president of Marketing Designs, Inc., a marketing and 

consulting firm. 

Mr. Bentley began his career as a market research analyst for the Postal 

Rate Commission in 1973 and remained until 1979. As a member of the Officer 

of the Commission's technical staff (now Office of the Consumer Advocate) his 

responsibilities included analysis of USPS costs, volumes, rates and operations. 

As a witness on behalf of the Officer of the Commission, Mr. Bentley testified 

before the Postal Rate Commission in five separate proceedings. In Docket No. 

MC73-I, Mr. Bentley filed rebuttal testimony concerning the Postal Service's 

bound printed matter proposal. 

In Docket Nos. MC76-I and MC76-3, Mr. Bentley testified on changes 

proposed by the Officer of the Commission to the Domestic Mail Classification 

Schedule. Those changes concerned proposals to establish local First-class 

rates and to eliminate third-class single piece as a separate subclass. With 

regard to the latter, it is interesting to note that 20 years later, the Commission 

has eliminated this subclass as one of its recommendations in Docket No. R97-1. 

In Docket No. R77-1, Mr. Bentley presented proposed rates for all classes 

of mail and services, including the projected volumes that would result from those 

rates. He also analyzed the rates proposed by the Postal Service and critiqued 

the volume projections presented in support of its proposals. 



In Docket No. MC78-1, the Postal Service proposed to restructure parcel 

post rates by asking the Commission to establish new rates for parcel post 

mailed in bulk and for a parcel post nonmachinable surcharge. Mr. Bentley 

presented two pieces of testimony in that docket--one concerned with the rate 

aspects of the Postal Service's proposal and one concerned with the parcel post 

volume projections. 

In 1979, Mr. Bentley left the Postal Rate Commission to become a senior 

program engineer for Systems Consultants, Inc. (which became Syscon 

Corporation and is not part of Logicon), a national consulting firm. There, Mr. 

Bentley's responsibilities included the analysis and estimation of life cycle costs 

required to research, develop, manufacture, and maintain various weapon 

system programs for the Department of Defense. He developed cost estimating 

relationships and completed a computerized model for estimating future weapon 

system program costs. 

In addition, Mr. Bentley testified before the Postal rate Commission in 

Docket No. R80-1 concerning presorted First-class mail rates and second-class 

within county rates. 

After leaving Syscon in 1981, Mr. Bentley started his own company, 

Marketing Designs, Inc., which provides specialized marketing services to 

various retail, commercial, and industrial concerns as well as consulting services 

to a select group of clients. 

In Docket No. R84-1, Mr. Bentley testified on behalf of the Council of 

Public Utility Mailers and the American Retail Federation in favor of an increased 
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First-class presort discount. At that time Mr. Bentley presented a methodology 

for estimating cost differences between processing First-class single piece and 

presorted letters that eventually become the foundation for the Commission's 

"Appendix F" methodology for supporting First-class presorted discounts. 

In Docket No. C86-3, Mr. Bentley testified on behalf of Roadway Package 

System concerning a proposed special rate increase for parcel post. In Docket 

Nos. R87-1 and R90-1, Mr. Bentley testified on behalf of the Council of Public 

Utility Mailers, the National Retail Federation, Brooklyn Union Gas, and other 

First-class mailers. Mr. Bentley recommended and supported various rate 

discount proposals for presorted First-class mail, and a lower fee for "BRMAS 

business reply mail. 

In Docket No. R94-1, Mr. Bentley testified on behalf of Major Mailers 

Association with respect to several issues that concerned First-class rates. 

These included the relationship between the proposed cost coverages for First 

and third class, the rates for First-class incremental ounces, prior year losses, 

and the Postal Service's changes to the Commission's city delivery carrier out-of- 

office cost methodology. In addition, Mr. Bentley worked on behalf of Brooklyn 

Union Gas to have the Postal Service's proposed tripling of the "BRMAS" BRM 

fee rejected, although he did not file any formal testimony. 

In Docket Nos. MC95-1 and MC96-3, Mr. Bentley again represented Major 

Mailers Association. In Docket No. MC95-1 he endorsed the overall 

classification concept proposed by the Postal Service for First-class Mail and 

suggested that the First-class second and third ounce rate be reduced for letter- 
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shaped pieces. In Docket No. MC96-3, Mr. Bentley compared the attributable 

costing approaches between the Postal Service and Commission and asked that 

the Commission require the Postal Service to provide the impact of proposed 

changes utilizing established attributable cost methodologies. This testimony 

was the impetus for Docket No. RM97-1 and resulted in the Commission 

amending Rule 54(a)(l) to require the Postal Service to make such a cost 

presentation. 

In Docket No. R97-1, Mr. Bentley represented both Major Mailers 

Association and the Brooklyn Union Gas Company with two separate pieces of 

testimony. For Major Mailers. he recommended that the Commission reject the 

Postal Service's newly proposed cost attribution methodology, increase First- 

Class discounts and offer a reduced rate for 2-ounce First-class letters. For 

Brooklyn Union, he endorsed the Postal Service's Prepaid Reply Mail concept, 

but asked the Commission to alter it slightly with two modifications. 

In the last Omnibus rate case, Docket No. ROO-I, Mr. Bentley again 

appeared as a witness for Major Mailers Association and KeySpan Energy, 

previously known as Brooklyn Union Gas. In that docket, Mr. Bentley showed 

the workshare cost savings were greater than those derived by the Postal 

Service, and he recommended workshare discounts that reflected those cost 

savings. He also provided the Commission with the means for recommending a 

two-tiered QBRM fee based on the volume received. This proposal was 

originally suggested by the Postal Service, but its supporting analyses were so 



flawed that ultimately the Commission was forced to reject them in favor of Mr. 

Bentley supporting evidence. 

In 1972, Mr. Bentley received a Bachelor of Science degree in Industrial 

Engineeringloperations Research from Cornell University. The following year 

Mr. Bentley was awarded a Master's degree in Business Administration from 

Cornell's graduate School of Business and Public Administration (now the 

Johnson Graduate School of Management). Mr. Bentley is a member of Tau 

Beta Pi and Alpha Pi Mu Engineering Honor Societies. 
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(PRC Cost Methodology) 

(Thousands Except For Unlts) 
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Summary of Estimated Test Year After Rates Flnances at Flnt.Class Settlement Proposed Rates 
(USPS Cost Methodology, No Volume Change I 

(Thousands Except For Unlte) 
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Summary of Esllmaled Teat Year Aner Rates Finances al Flnl-Class Senlemenl Proposed F & t n  
(PRC Cost Methodology. No Vo Ium Change) 

(Thousands Except For Units) 
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First-class Rate 
Category 

Single Piece: 
QBRM Letters 
QBRM Cards 
Total Single Piece 
Worksharing: 
3-Digit 
5-Digit 
Total Worksharing 
Total Fist-Class 

Change from 
Test Year USPS Revenue 

After Rates Proposed Increase 
Volume Rate ($) (Decrease) 

323,137 $ (0.005) $ (1,616) 
68,337 $ (0.005) $ (342) 

$ (1,957) 

24,694,572 $ (0.002) $ (49,389) 
15,517,542 $ (0.002) $ (31,035) 

$ (80,424) 
$ (82,382) 



Summary of Eatlmated Test Year After Rates Finances at Flnt-Claaa Settlement Proposed Rater 
(USPS Cost Methodology, No Volume Change) 

Gmnd T o 1  

(Thousands Except For Units) 
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6.435.371 

17.862.230 
659.631 
146.835 
705.165 

18,567,696 

3.567.888 

494,779 

639 

78.780 
2,313,124 
2,391,903 

8,669,831 

2.7w.570 
11,390,501 

1.040.198 
542,173 

279,039 
1 ,861 ,411  

38,344 

38,313,140 

1.580.532 

39.893.672 

79.573 
476,444 
108,721 

12.688 
180,180 

2.885 
12,977 

659.7W 
178.611 

1,710,568 

41.W.240 

32.582.084 

632.808 

74.818.133 

299% 21 884493 (11 
131% 17345623 (11 
429% 39230116 

13% 631 994 (11 
04% 568860 
17% 12W855 

44 6% 40 430 970 

86% 62W084 

12% 1133705 

0 0 %  1131 

02% 82526 
56% 25116W 
57% 2594126 

ll.M2.460 
1,668,083 

209% 12,711.543 
5,555,656 

325,210 
6 5% 5,880,W 

274% 18,592.409 

25% 1202568 
13% 695754 

270795 
49 972 

07% 320787 
4 5 %  2219089 

01% 0 

921% 7 2  171 514 

3 8 %  1917956 

95 9% 73 089 470 

02% 98.550 
1 1 %  696,629 
03% 143.868 
00% 17,7W 
04% 303.674 
00% 3.408 
00% 16,102 
15% 854.712 
04% 459.831 
1 1 %  2.5M.374 

1WO% 75,863,844 

589.816 

30,857 
121,9481 

76,282,568 

1761% 8458634 
3191% 11908252 
2196% 21 367886 
1129% 72363 
390 1% 423026 
1702% 495369 
2177% 21863275 

1738% 2632216 

229 1% 638 926 

1771% 492 

1046% 3 746 
1086% 198476 
1085% 202223 

?463% 4.021.6$2 

2178% 3,180,298 
1632% 7,201,906 

1156% 162,370 
1263% 163581 

1150% 41.728 
1192% 357676 

0 0% (38.344) 

185 8% 32.858.375 

121 3% 337424 

1832% 33.185799 

1236% 18.977 
t465% 221,185 
132 3% 35,147 
1406% 5,102 
1685% 123,414 
1181% 623 
1241% 3,126 
1298% 195,012 

281.320 
151 7% 883.808 

181 9% 34.079.624 

1463,437 

27 75% 
31 95% 
62 70% 
021% 
124% 
1.5% 

64 15% 

7 72% 

187% 

0 W% 

001% 
0 86% 
0 59% 

I I  60% 

9 33% 
21 13% 

048% 
045% 

0 12% 
105% 

6 1 1 %  

96 42% 

0 99% 
9741% 

0 06% 
0 85% 
0 10% 
001% 
0 36% 
0 W% 
0 01% 
0 57% 
0 83% 
2 69% 

1WW% 

76 I %  
219 1% 
1198% 
12 9% 

290 1% 
702% 

1177% 

13 8% 

1291% 

77 I %  

4 6% 
6 6% 
8 5% 

46 3% 

1178% 
63 2% 

156% 
28 3% 

150% 
192% 

86 8% 

21 3% 

83 2% 

23 6% 
46 5% 
32 3% 
40 6% 
68 6% 
161% 
24 1% 
29 6% 

51 7% 

81 9% 

92 93% 46,865,402 
26744% 51.322.082 
146.04% 98,187,484 
15.79% 2,824,412 

354 12% 2,842,267 
85 73% 5,258.679 

14375% 103,454,163 

W06% 1,178,157 

15755% 69,911 

94 13% 2.725 

5.81% 953535 
4047% 9.108.974 
1032% 9.962.509 

47,298,185 
11,882,923 

5650% 59,179,108 
33,125.689 
3,236,391 

143 77% 36,362.086 
77 19% 95,541,194 

0 
19.06% 371,533 
3466% 588.557 

158.841 
? ? , M I  

1828% 185,688 
23.46% 1.14778 

l53.w 
46,859 

10470% 211.755.yK) 

2606% 1205.553 

101 86% 212.960.933 

2911% 10,331 
5679% 302.882 
3947% 5 1 , m  
49 44% 3.1W 
83.83% 229.607 
22.13% 170.412 
2840% W.WO 
3609% 17,232 

63 08% 

lW.W% 212,860,933 

0 4670 
0 3380 
0 3995 
0 2408 
02153 
0 2280 
0 3808 
5 2596 

1621M 

04150 

0 0987 
02757 
0 2804 

02335 
0 1405 
02148 
0 1877 
0 1W5 
01617 
0 1946 

3 2368 
11821 
17070 
18476 

18368 

O W W  

0 3361 
1 5 9 w  

0 3432 

9 5393 
2 3oW 
2 3280 
5 7 w 7  
13221 
0 0 2 w  
0 M03 

496W3 

0 3554 
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Pmpassd "In of Pmporsd 

0 2651 
0 1059 
01619 
02132 
0 0552 
0 1339 
0 1795 

02018 
0 2320 
02175 
0 0275 
0 1801 
O W 4 1  
02113 

7 5% 
18 6% 
I 1  996 
10 0% 
26 3% 
I 7  7% 
122% 

1,333,975 
2,708232 
4,042,201 

55,626 
86310 

141.936 
4 184.l43 

206 
40% 
60% 

1% 
1 % 
2% 

62% 
30268 22330 13 5% 573 994 8% 

70773 91391 9 4% 36 706 1 

02243 01807 0 0% 15) 0% 

00923 O W 4 4  17% 1248 0 %  
02539 00218 104% 232916 3% 
02401 00203 100% 234 165 3% 

O W W  02335 7 8% 
O W W  01405 6 6% 
01468 o m  7 5 %  837 929 12% 
O W W  01677 6 2% 
o m  0 1 w 5  6 5 %  
00743 00875 6 1% 271 630 4% 

17% 01192 00754 7 1% 1109759 

27997 04370 6 5% 66221 
9 1% 54910 09212 02609 
40% o m  17070 

O W  18476 3 3% 

16246 03122 
-1WO% 11 350 

5 1% 154480 

1 % 
1 % 

0% 
2% 

0% 

08183 Q8183 I541 O h  

13110 02799 8 4% 131 137 2% 

94% 01808 01562 100% 6293191 

96% 9 9% 6424326 01873 0 1559 

7 7023 
15697 
17592 
4 m  
0 7818 
00169 
0 0324 

36 2834 

1 8369 
07303 
0 5687 
1 MS8 
05375 
0 w31 
0 a378 

11 3169 

7 29. 
9 5% 
9 3% 
0 0% 
2 8% 
0 0% 
0 0% 

14 5% 

5.620 
73 W6 
5 492 

110) 
6.833 
139) 
181 

122.196 
71.284 

284.377 

0% 
1% 
0% 
0% 
0% 
0% 
0% 
2% 
1% 
4% 

01954 0 1 6 M  100% 6708704 lW% 

(1). 13). (9) WomWITy IUSPS COST METHOOI 

( I )  R-M rn woI*sW1 TY (U6PS COST METHOD) * mVenYe chsnge fmm Wohahesf A M  REV lMPACT 



Summaw of 

13 694.415 

19,@1.332 
624.401 
150.883 
765.284 

20488.616 

3,888.416 
614,341 

808 

5,086,916 

62.415 
2,477,686 
2,560.103 

9,410,109 

2,926.088 
12,336,196 

1.M9.830 
ni,??? 

292.805 
1,903,548 

40.836 

4i.61o.rn3 
1,707,632 

43,516,495 

56.266 
507.736 
106.792 
13.427 

186.621 
2,884 

12,923 
649.827 
278,455 

1.618.912 

45.337.407 

28.758.?42 

632.809 

74.728.598 

302% 21 664493 111 
132% ,7345623 I l l  
43 4% 39 230 116 

1 4 %  531 994 I11 
0 4 %  588 850 
17% 12m3855 

451% 40430970 
66% 62W064 

11% 1133705 

00% 1131 

02% 62526 
55% 2 5 1 1 W  
56% 2594126 

11 042.460 
1,669.Cm 

208% 12,711,543 

325,210 
5 5 %  5,680,868 

272% 16,592,409 

5,555,sn 

2 3 %  1202568 
12% 6S5754 

270 785 
49 972 

06% 320767 
4 2 %  2219089 

a l %  0 

922% 71,111,544 
36% 1,937,956 

960% 73,089.470 

0 1 %  96.550 
1 1 %  696.629 
02% 143.868 
00% 17,7w 
04% 303,574 
00% 3,- 
00% 16.102 
1 4 %  654.712 
06% 459.631 
40% 2.594.374 

1 W O I  75.663.844 

569,616 

30.857 
l21.846) 

76,282,569 

PmWssd % 01 Pmoosed 
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'Estlrnated Test Year Aner Rates Flnances at Fint-Clasr Settlement Proposed Rater 
(PRC Cost Methodology, No Volume Change) 

lThousands ExseDt For Unit.) 

c 

(1)  wa*tnenlY(PRCCOSTMETHODl 

Ill Rewwehom wmrhwf n IUSPS COST METHOD) * rwmM change horn WorXlhBel A W  REV IMPACT 

(3) .  ($1 iWMI*lhBSl TI (USPS COST METHOD) 

1596% 8,190,077 
269 7% 11.364.707 
199 3% 19,548,784 
101 2% 7593 
3536% 407 978 
1529% 415571 
1975% 199M354 

26 99% 
37 43% 
64 42% 
0 03% 
134% 
137% 

65 79% 

59 6% 
189 7% 
08 3% 
12% 

2536% 
52 9% 
97 5% 

69 35% 46885802 
283 45% 51 322 082 
146 39% 98 187 464 

182% 2624412 
37686% 2642267 
7906% 52e.678 

0 4670 
0 3380 
0 3995 
0 2106 
02153 
0 2260 
0 3806 

0 2922 
Ot167 
0 2 w l  
02379 
o m  
0 1491 
0 1976 

0 1748 
02213 
0 1991 
0 w20 
01544 
0 0789 
0 1930 

7 5% 
I6 6% 
11 99. 
10 0% 
26 3% 
17 7% 
12 2% 

55,418 
2,157,667 
2,223,105 

19.14d1 
71,262 
62,118 

2 285.222 

2% 
73% 
75% 
0% 
2% 
2% 

77% 
1595% 

1845% 

1400% 

1001% 
101 4% 
101 3% 

1351% 

201 0% 
1507% 

1146% 
1240% 

109 5% 
1166% 

00% 

170 2% 
j123% 

168 0% 

1691% 
1372% 
1322% 
131 8% 
162 7% 
1182% 
1246% 
131 5% 

1426% 

1568% 

2311688 762% 595% 

5 1 9 W  171% 0 4 5 %  

323 000% 400% 

8682% 1.178.757 

12630% 69.911 

59 72% 2.725 

111 OW% 0 1% 020% 653535 
33912 011% 1 4 %  201% 9108974 
34 023 0 1 1 %  13% lSQ% 9862Mg 

3,301.43 1086% 351% 

2 954 775 974% 101 0% 
6256213 2062% 507% 

152 936 060% 146% 
044% 240% 1 3 9 4 3  

27.962 009% 96% 
315.543 101% 186% 

1408%) -013% 

293W651 9675% 702% 
210324 069% 123% 

29570976 9744% 660% 

17,286,165 
11,882.923 

5242% 59.179.108 
33,125,669 
3,236,397 

150.86% 36.382.086 
76.77% 95,541,184 

0 
21 77% 371 533 
3565% 648557 

l5aMl  
27.047 

1427% 186688 
2477% 1145778 

353,464 
4m39 

10491% 211,155,380 
1640% 1,205,553 

101 62% 212,860,933 

40.282 
186.914 
35,076 
4.273 

116.953 
524 

3,179 
204,865 
181.376 
775.462 

30,146,436 

1,553872 

0 13% 
0 62% 
0 12% 
001% 
0 39% 
o w  
001% 
0 66% 
0 60% 
2 56% 

l W W %  

69 1% 
37 2% 
32 2% 
31 8% 
82 7% 
162% 
24 6% 
31 5% 

42 8% 

66 9% 

103 26% 
55 59% 
46 17% 
47 54% 
93 83% 
27 14% 
36 75% 
47 10% 

63 69% 

1 w  02% 

10.331 
302.882 
6 1 . W  
3, lW 

229.607 
170,412 
4w.m 

17.232 

212,860,933 

5 2598 

162164 

04150 

0 0867 
0 2757 
0 m4 

02335 
0 1405 
02146 
0 1677 
0 1W5 
0 1617 
01846 

3 2368 
11621 
1 7070 
1 0476 

1 9386 

o m  
0 u 6 1  
1 6809 

0 3432 

3 2987 

6 7875 

0 2965 

o w 6 6  
0 2720 
0 2570 

o w w  
o m  
0 1550 
O W  
O W  
0 0805 
0 1291 

2 6251 
0 9534 
o m  
o w w  

16614 

06716 

0 1974 
14155 

0 20.3 

18611 135% 

7 4289 9 4% 

01165 0 0% 

0 Wl 17% 
o w 3 7  104% 
0 w34 100% 

02335 7 6% 
0 1405 6 6% 
0 0556 7 5% 
0 1677 6 2% 
0 1W5 5 5% 
0 0613 6 1% 
0 0655 7 1% 

04116 6 6% 
0 2288 9 I %  
17070 4 0% 
18478 3 3% 

-1ww 
0 2754 5 1% 

4 8715 

0 1381 10 O h  

0 1745 6 4% 

0 1389 9 9% 

253,446 

l82,654) 

11741 

12,3871 
68,352 
65,965 

117.751 

46312 
1 6 4 W  

78.769 
35.972 

12,4161 
112.345 

12.5461 
2,795,4667 

4.031 

2 799.505 

9% 

-3% 

0% 

0% 
2% 
2% 

4% 

2 %  
6% 

3% 
1% 

0% 
1% 

OX 
0% 

94% 

0% 

949. 

9 5393 
2 3 w o  
2 3280 
5 7Ml7 
13221 
0 02w 
0 0103 
49 wo3 

0 3554 

5 6401 
16763 
!?€a 
4 3313 
08128 
00168 
0 0323 

377105 

02129 

38991 
06237 
0 5676 
1 3764 
0 5Ml4 
0 w31 
0 w79 

11 8698 

0 1425 

7 2% 
9 5% 
9 3% 
0 0% 
2 8% 
0 0% 
0 0% 

14 5% 

10 0% 

25,925 
40.735 

5.421 
16381 
372 
1x1 
46 

132.071 
128,BM) 
175.033 

2,975,538 

1% 
1% 
0% 
0% 
0% 
0% 
0% 
4% 

-1% 
6% 

1M% 



Revenue Impact of First-class Settlement Proposed Rates 

Single Piece: 
QBRM Letters 
QBRM Cards 
Total Siiigle Piece 

Worksharing - Letters: 
Non-Auto 
Add'l oz. 

Mixed AADC 
AADC 
3-Digit 
5-Digit 
Carrier Route 

Worksharing - Flats: 
Mixed AADC 
AADC flats 
3-Digit flats 
5-Digit flats 
Add'l oz. 

Total Worksharing Letters 

Worksharing - Cards: 
Non-Auto 
Mixed AADC 
AADC Cards 
3-Digit Cards 
5-Digit Cards 
Carrier Route 
Total Worksharing Cards 
Total Worksharing 
Total First-class 

Add'l 02. 

(000's) 

(1) 

Test Year 
After Rates 

Volume 

323,137 
68,337 

3,579,306 
652,990 

2,869,417 
3,071,405 

24,694,572 
1 5,517,542 

870,451 
1,288,621 

91,996 
49,275 
63,015 

515,103 
1,559,588 

216,053 
235,969 
252,580 

1,159,708 
726,357 

51,601 

(2) 
Change from 

USPS 
Proposed 
Rate ($) 

$ 0.019 
$ 0.019 

$ 0.012 
$ 0.005 
$ 0.021 
$ 0.022 
$ 0.026 
$ 0.031 
$ 0.036 
$ 0.005 

$ 0.029 
$ 0.037 
$ 0.048 
$ 0.009 
$ 0.005 

0.01; 
0.02E 
0.025 
0.03; 
0.031 

0.01 

(3) 

Revenue 
Increase 

(Decrease) 

$ 6,140 
16 1,298 
$ 7,438 
- 

$ 42,952 
$ 3,265 
$ 60,258 
$ 67,571 
$ 642,059 
$ 481,044 
$ 31,336 
$ 6,443 

$ 2,668 
$ 1,823 
$ 3,025 
$ 4,636 
$ 7,798 
$ 1.354.877 

$ 2,593 
$ 6,135 
$ 7,325 
$ 37,111 
$ 24,696 
$ 2,064 
$ 79,923 
$ 1,434,8OC 
$ 1,442,238 

(1) USPS-LR-J-102 

(3) (1) . (2) 
(2) APWU Proposed Rates - USPS Proposed Rates 
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Summary of Estimated ROO4 Test Year After Rates Finances 
(PRC Cost Methodology) 

EXHIBIT MMA-1A 
Paae 9 

Standard Mail (A) 
Regular 
Enhancsd Canier Route 
Tmrl Cornmerue1 

(Thousands Except For Units) 

Ill 

14,684,352 
5,305,136 

19.989.490 
596.907 
179.W 
776,551 

20.786.041 

3.M9.283 

699,982 

852 

82.487 
2,292.524 
2.375.011 

6,603,281 
2,586,132 
9,189,413 
1,416,304 

195,818 
1,612,122 

10,801,555 

1,035,737 
492.289 
326,935 
52.130 

1,907,131 

33.265 

40.093.1W 

1.674.289 

41.767.389 

73.509 
M8.045 

77.466 
16.874 

183.893 
3,020 

10,849 
577.654 
178.098 

1,569,403 

43.336.798 

25.170.638 

311.709 

68,819,145 

121 131 

33 68% 22,576,689 
1224% 13,172,716 
46 13% 35,749,605 

1.38% 593,094 
041% 439,378 
1.79% 1,032,472 

47 92% 38.782.077 

8 10% 5.680.265 

162% 1 ,$%.E75 

0 W% 1.136 

0 W% 
019% 62,709 
529% 2,295,034 
5 48% 2,377,743 

15 24% 9,075,572 
597% 5,156,258 

21 20% 14231.830 
327% 1520815 
045% 286560 
372% 1787365 

2492% 16019195 

239% 1189645 
114% 560714 
075% 333087 
012% 49801 
440% 2133250 

0 08% 0 

92 52% M 052 541 

386% 1778959 

9636% 65831 5w 

017% 96301 
103% 531 859 
018% 97204 
004% 19981 
042% 282 180 
001% 8606 
003% 16041 
133% 8133777 
041% 417676 
3 62% 2 270.625 

1WW% 68,102.125 

687.847 

67 .03  
(20,1681 

68836,897 

141 

153 7% 
248 3% 
1768% 
99 4% 

244 8% 
1330% 
177 1% 

161 9% 

151 3% 

133 3% 

1W3% 
l W l %  
1W 1% 

137 4% 
1994% 
154 9% 
107 4% 
136 1% 
1109% 
148 3% 

1149% 
1139% 
101 9% 
95 5% 

1119% 

0 OX 
159 6% 

1063% 

1576% 

131 OX 
1187% 
125 5% 
1184% 
1534% 
285 0% 
147 9% 
1386% 
234 5% 
144 7% 

157 1% 

7,892,537 
7.867.578 

15,760.115 
13.813) 

259,734 
255,921 

16,015,036 

2,170,982 

358,893 

284 

222 
2510 
2.732 

2.472.291 
2,570,126 
5,042,417 

104,511 
70,732 

175,243 
5,217,560 

153,908 
86,445 
6,092 

(2.326) 
228.119 

133,2651 

23,959,441 

104,670 

2 4 , 0 M , l l l  

22,797 
83.814 
19.738 
3.107 

98.281 
5.586 
5.192 

223,123 
239.578 
701.216 

24.785.327 

17,752 

31 87% 
31 77% 
6394% 
4 02% 
105% 
103% 

64 87% 

8 77% 

1 45% 

0 W% 

0 '20% 
001% 
001% 

9 98% 
1038% 
20 36% 
0 42% 
0 29% 
071% 

21 07% 

0 62% 
0 28% 
0 02% 
4 01% 
0 91% 

-0 13% 

98 75% 

0 42% 

97 17% 

0 09% 
0 34% 
0 08% 
001% 
0 40% 
0 02% 
0 02% 
0 90% 
0 97% 
2 83% 

l W W X  

53 7% 
1483% 
788% 
4 6% 

144 6% 
33 0% 
77 1% 

61 9% 

51 3% 

33 3% 

0 3% 
0 1% 
01% 

37 4% 
99 4% 
54 9% 
7 4% 

36 1% 
10 9% 
48 3% 

14 9% 
13 9% 
1 9% 
4 5% 
11 9% 

1WOU 

59 8% 

6 3% 

57 6% 

31 0% 
18 7% 
25 5% 

53 4% 
1850% 
47 9% 
38 6% 

1345% 
44 7% 

57 1% 

184% 

9405% 52828895 04274 02780 0 1494 

13797% 1W149186 03570 01996 01574 
25951% 47320291 02784 01121 01863 

-1 12% 2838566 02089 02103 OW13 
253W% 2738884 01801 00656 00948 
5767% 5577450 01851 01392 00459 

134%%1057286?6 03479 01- 01515 

10826% 1 243245 45689 28227 17462 

72819 145412 96128 49286 89 72% 

58 33% 3340 03401 02551 00850 

047% 880587 00939 0 0 3 7  00033 
019% 9468154 02419 02416 00033 
020% 10368741 02293 02291 00033 

6552% 41wO642 02214 01611 Offi03 
17391% 32805893 01567 00786 00781 
9602% 73906735 01926 01742 O m ?  . ...- 
1291% 11463830 01327 01235 OW91 
6321% 2844821 OW37 00688 00249 
1902% 14308651 01249 01127 00122 ~~ 

84.53% 88.215.386 o 1816 o 1224 0.0591 

26W% 367.501 32362 28176 04187 
2433% 530.951 10561 0.9271 01289 
3.28% 203.076 16402 16102 0.OMO 

28.403 1 7535 18354 40819 -781% 
20.75% 1,130.031 1 BB78 16877 0,2031 

348.543 

56.675 o w 0 0  os869 05869 17499% 

10457% 207,165,418 03092 01935 01157 

1094% 1,031,627 17244 16230 01015 

1W.82% 208,197.043 03162 0 2 w 6  011% 

54 27% 10966 87818 67029 20789 
3273% 279928 1 1 Mo6 02994 
4459% 44,783 2 1708 17298 04407 
32 22% 3544 56380 47613 08767 
9352% 239753 1 1770 07670 04093 

32387% 430277 002W OW70 00130 
8374% 403003 00401 00271 00130 
67 59% 17943 446289 321938 124351 

78 19% 

l W W %  208197043 03271 02082 01190 

(1) O&e< NO RW-1, PRC Opnloo. APP. J. PSOel 1,2 131,191 Docket No RW-1, PRC Opmion. b p p  G 



Exhi bit M MA-2A 

Separate Impacts of USPS Witness Miller's Revisions 
to the PRC Docket No. ROO-I First-class 
Workshare Cost Savings Methodology 



Impact of USPS witness Miller's Workshare Cost Savings Revisions to PRC Methodology EXHIBIT MMAZA 
Page 1 

Revision I - Use of USPS cost attribution methodology instead of the PRC cost attribution methodology 

Rate Category 
Mixed AADC 
AADC 
3-Digit 
5-Digit 
Weighted Average 

I Reduction in Derived I 
Cost Savings 

-0.89 
-1.09 
-1.14 
-1.27 
-1.15 

Rate Category 
Mixed AADC 
AADC 
3-Digit 
5-Digit 
Weighted Average 

r I Reduction in Derived 1 
Cost Savings 

-0.16 
-0.16 
-0.16 
-0.16 
-0.16 

Rate Category 
Mixed AADC 
AADC 
3-Digit 
5-Digit 
Weighted Average 

Reduction in Derived 
Cost Savings 

-1.86 
-1.86 
-1.86 
-1.86 
-1.86 



Impact of USPS Witness Miller's 3 Changes to the PRC Methodology 
for Deriving Workshare Cost Savings 

(Cents) 

EXHIBIT MMA-2A 
Page 2 

(1) (2) (3) (4) (5) (6) - 
PRC impact of Impact of USPS USPS 

First-class Workshare % of Methodology Using USPS Eliminating Assumption on Presentation 

Unit Costs 
Using PRC Unit Costs Using 

Unit Costs Cost Method & Non-Auto Letter 
First-class Workshare % of Usina PRC Cost Removina Deliverv Costs 

Rate Category Volume Method I /  Cost Pool.s-2/ 3/ 
Mixed AADC 6% 6.0 6.1 7.0 
AADC 7% 7.1 7.2 7.8 
3-Digit 53% 7.4 7.6 8.1 
5-Digit - Other 23% 8.7 8.9 9.3 
Weighted Average 89% 7.6 7.8 8.3 

ImDact of usina the Postal Service's attributable cost methodoloav 
21 impact of Removing cost pools ISUPP-F1 and 1SUPP-F4 fromihe analysis 
31 Impact of using presorted mixed AADC letters as a proxy for BMM letters 

(1) USPS-LR-JdO, page 4 
(2) MMA-LR-J-3 

(4) (8) - (9) 
(5) (6) - (10) 

(6) USPS-LR-J-60, page 1 
(7) USPS-LR-J-60, page 4 

(9) USPS-LR-J-84 with 4 cost pools added back in 
(3) (6) - (8)  (8) USPS-LR-J-84 

(IO) USPS-LR-J-60 with nonauto presorted letters as a proxy for BMM 



Exhi bit MMA-3A 

First-class Letter Revenue Impact For 
APWU and Settlement Proposed Rates 
(Assumes No Changes In Volume) 



Exhibit MM4-3A 
Page 1 

FirstClass Letter Revenue Impact For AFVJU and SeWment Proposed Rates 

Rate Category 

Single Piece 
QBRM 

Nonauto letters 
Mixed AADC Letters 
AADC Letters 
Auto %Digit Letters 
Auto 5-Digit Letters 
Carrier Route 
Add'l Ounces (for all presort) 

Non-auto Presort Cards 
Mixed AADC Cards 
AADC Cards 
3-Digit Cards 
5-Digit Cards 
Carrier Route Cards 

Single Piece Proposed Increase % 
Presorted Proposed lnuease % 

(1) (2) (3) (4) (5) 
Increased in 

USPS Proposed SeMement as APWV Rates Seltlement as FC Revenue 
Rates w/o USPS Proposed (AWW-T-1. MMA Proposed From APWV 
Settlement Rates Table Ill) Rates Rates 

FY '03 7/1/02 - 9/30/03 7/1/02 - 9/30/03 7/1/02 - 9/30/03 

$ 0370 $ 0370 $ 0370 $ 0 370 
$ 0345 $ 0345 $ 0.384 $ 0340 $ 0024 

$ 0.352 $ 
0 0.309 $ 
5 0.301 $ 
5 0.294 $ 
0 0.280 $ 
$ 0.275 $ 
$ 0.225 $ 

0 
$ 
$ 
$ 
$ 
9 

0 352 0352 $ 
0 309 0309 $ 
0 301 0301 $ 
0 294 0292 $ 
0 280 0278 $ 
0 275 0275 $ 
0 225 0225 $ 

0 212 0212 $ 
0 194 0194 $ 
0 187 0187 $ 
0 183 0183 $ 
0 176 0176 $ 
0170 $ 0210 $ 0170 $ 

7.37% 7.37% 
9.30% 9.30% 

ImDact on First-class Rates t$OOO) 
First-Class Revenue Increase Thru PI 03 11 2,808.301 3,510,376 
Net First-class Revenue Change of Proposal 21 702,075 
Gain (Loss) to PS of Proposal thN N 03 3/ 
Gain (Loss) to PS of Proposal TY 03 4/ 

lmDad on All Classes and Services t$OOOp 
Revenue Increase Thru PI 03 I /  5,266.466 6.583.082 
Revenue Change of Proposal 21 1,316,616 
Gain (Loss) to PS of Proposal thru FY 03 3/ 
Gain (Loss) to PS of Proposal N 03 4/ 

11 'These are the net revenue inueases above current rates from 7/1/02 until 9/30/03 

7.40% 
18.58% 

5,313.174 
2304.873 
1.802.798 
1,442,238 

8.385.880 
3.119.414 
1,802,798 
1.442.238 

21 These are additional net revenues to the PS under proposals (Col2 3 4 minus Col 1) 
31 Tnls IS the net gam (loss, to the PS compared to its onglnally proposed rates (Col 3 4 - Col 2) 
41 Tn s IS the test year net gain (loss) to the PS compared to its onginally proposed rates (fn 3 amount / 1 25) 

Note Revenues shown are for all Fmt-Class includino cards The addilional ounce rate for automation -~~~~ 
letters is constrained to be the same for non-a'utomation letters and automation flab. The QBRM diswunt 
for letters constrained to be the same for cards. 

7.36% 
8.75% 

3,407.399 
599.098 

(1 02,977) 
(82,382) 

6,480,105 
1.213.639 
(102.977) 
(82,382) 

0.012 
0.021 
0.022 
0.028 
0.033 
0.036 
0.005 

0.012 
0.026 
0.029 
0.032 
0.034 
0.040 

1,905,775 
1,905,775 
1,905,775 
1,524,620 

1,905,775 
1.905.775 
1,905,775 
1,524,620 

'Assumes no changes from USPS rate filing 



(1) (2) (3) (4) (5) 
Revenue 

Billing USPS A P W  l n c ~ e a s e w l ~  
Dslsmlnanl Cunenl Propoled Propoled Sememenl 
(WO) Rate IS) Rate 1s) Rate (f) FY 03 

4 8 . ~ 2 . 2 ~ 5  
323,137 

17,515,735 
942.633 

5,579,306 
852.880 
875,140 
188.933 

2,889,417 
3,071,405 

24,894,512 
15,517.542 

1,250,473 
86.041 

870,451 
38.148 

3 . 4 3  

91.998 
48.275 
63,015 

515,103 
1.559.588 

311.025 
143.54s 

Revenue inwease (9) (10) (111 (12) (13) (14) 
Ne1 

1011m2 TOI~I R ~ M W  TY B ~ W  TO1 Rev @ Change In 
711102 lhmugh through Revenue Inweale By Rate?lVolurns M ARer Rales To1 Rev Q A W  A q  Rev 

9~30m2 enom3 U ~ ~ U F Y O ~  F Y ~ W ~  iW0) Voiumo (WO) Cumen1 Rates Pmwred Rates par PIece 

stampad cards 170,412 
Post Cards at Letter RMes 2.270.775 
POII caras ai ~snsr R ~ I ~ I  1 14,887 
9 B R M  68.337 
TOW s. P. cards 

Nmaulo P m w l  Cards 216.053 
M I W  AAOC c a d s  235.888 
AAOC cads 252.580 
%Digit Cads 1.159.708 
CDigU Cads 726,357 
Canln Rwle Cads 51.801 
Told Prowl  CYdf 

Total Cad, 

Total Flmt Ciarr 

0 34 
0 31 
0 23 
011 

0.322 
0.230 
0.050 

(0.046) 

0 280 
0 280 
0 269 
0.255 
0.230 
-0.M6 

0 245 
0 230 

-0.046 

0312 
0.312 
0 297 
0.277 
0.230 

(0.048) 
0.050 

0210 
0.210 
0.340 
0.180 

0 19 
0.174 
0.174 
0.168 
0.181 
0.15 

0.37 
0 345 
0.23 
0.12 

0.352 
0.225 
0.055 

-OM1 

0.309 

0.294 
0.280 
0.225 

-0.041 

0.301 i 

0 275 
0.225 

-0.041 

0.341 
0.333 
0.322 
0.302 
0 225 

-0.041 
0 055 

0 230 
0 230 
0 370 
0.205 

0212 
0.194 
0.187 
0.183 
0.178 
0.170 

0.37 
0.384 
0 23 
0 12 

0.w 
0.23 

0.055 
0 041 

0.33 

0.333 
,0311 
0.23 

-0 041 

0.311 
0233 

0.041 

0 . m  

0.37 
0.37 
0.37 

0.311 
0.23 

O.041 
0.055 

0.230 
0.230 
0.370 
0.224 

o n 4  
022 

0218 
0215 
0.21 
0.21 

. . . . . . . 
1.396.288 

11,310 

9.426 
1.417.004 

107,379 
(3.285) 
4.378 

985 
109,475 

83.213 
81.m 

6 1 7 . W  
387.939 

(6.252) 
430 

1,147,193 

28.114 
(191) 

17 
25.940 

2.668 
1,035 
1.575 

12,878 
17,798) 
1,555 

718 
12,631 

1,285,238 

2.712.243 

3,408 
45,416 

3,447 
1.708 

53.979 

4,753 
4,719 
3.294 

17.386 
10,895 
1.032 

42,079 

86,058 

2.808.301 

4,382 17,448 21.812 10,502 

2,357 
355.788 

37.583 

1,094 
248 

38.923 

35.868 
33.018 

314.858 
217.246 

108 
601.094 

14.382 

4 
14.367 

1.334 
714 

1.150 
4.378 

389 
179 

8,145 

882.529 

1,018,315 

852 

862 
752 

13.819 

1.838.45 
2.713.81 
2.652.09 

13.828.58 
8.897.87 

774.02 
30.501 

44,320 

11.354 

9,426 11.783 
1,423,144 1,178,930 

150.331 187.914 

1.376 5.470 
885 1,231 

155.891 184,614 

143.471 179.339 
132,070 165.086 

1,259,423 1,574,278 
668.982 1,088,228 

430 538 
2.404.377 3.W5.471 

57.4% 71.812 

17 22 
57,467 71.834 

5.338 6,670 
2.858 3,572 
4.6W 5.750 

17,514 21.892 

1,555 1.844 
718 897 

32.580 40,725 

2.850.116 3.312.W 

4.073.259 5,091,574 

3,408 4,260 
45.418 58.768 
3,447 4.308 
3.W7 3,759 

55.277 69.096 

7.346 9.182 
10,655 13.588 
1O.Bo8 13,264 
5 4 . W  88.133 
35.591 44.489 
3.096 3.870 

122,003 152.503 

177.280 221.803 

2,357 
361.926 

80.534 
3,265 
1.094 

246 
85.139 

86.125 
100.588 
958.915 
698.289 

8.252 
108 

1,658,278 

45.898 
181 

4 
45.894 

4.W2 
2.538 
4.175 
8.014 
7.788 

389 
179 

28,095 

2,017.408 

2,379,331 

852 

662 
2.050 

15,118 

4.429 
8.949 
9.977 

50.737 
33,594 

2.838 
110,424 

125.542 

11.354 

47.898.389 48,865,401 

3,678,840 3,578,308 

4,045,878 48,152,938 

911,527 870,451 

661.887 718.389 

51.298.213 51.322.082 

88,198,802 88,181,404 

2.703.W 2,824,411 

2.830.767 2,842,267 

5.833.776 5,288,818 

1,082,635 4.250.539 5.313.174 2 .m.673 104,832,318 103,454,182 

Candu*lms (Hyx)): r4m expodilod lmplemsnlatim. by h e  md d FY 2M3 USPS rewnue gains horn pmpoted sememsni OR): 
r4m MI Sem-nt. by he  end ol FY 2003 USPS w m u e  gdn) hrm 1(1 pmpos48 we: 
NU m u e  gain u) USPS r i m  S e m m 1  .t A W  pmpmed m e 1  hrm all Fimt-Ci- Latten: 

USPS A P W  Dineronce 
S.P. 1.470.883 1,418,421 7,438 
Won 1,357,318 2.772.118 1.434803 
Tda i  2.808.301 4.250.539 1,442,238 

20.454237 

1,331,888 

12,517,783 

232.345 

512.383 

14,594,487 

35.Ma.734 

580.937 

488,427 

1 .079.w 

38.128.088 

5,313,174 (41 APW-T-1. Table 111 
2.808.301 
2,504873 

117.622 
4,042,419 

113116 
21.483.785 

1.302.867 
150,188 
48.133 
(8.074) 

1,483.1 14 

W.808 
982.m 

7.802.263 
4.825.955 

287.809 

14,951,271 

270.710 
8.774 
(143) 

(3.528) 

2 7 s . n ~  

34.038 
18.232 
23,315 

180.197 
358.705 
(12,752) 

7.895 
588.831 

11,313,357 

38,807,152 

39,195 
522.278 
42.508 
15,307 

618.288 

48.386 
51,913 
54.557 

248.337 
152,535 

10.836 
587.575 

1.188863 

39.W.018 

7 40% 

15 25% 

18 16% 

25 80% 

5 87% 

1858% 

11 88% 

9 78% 

2631% 

1782% 

12 18% 



FIR1-CIBSI teller Revenue lmOa~1 for Settlement Promled Rates 1S WOI Ehibif MYA.3A 

(1) (2) (3) (4) 15) 
Revenue 

Billing USPS Senlemrnl lnaealie wio 
Determinant Current Pmpomd Proposed Sememenl 

1WO) Rate ($1 Rate (I) Rata (I) FY 03 

~evenue  nue ease w!h Ssmemeni (9) 110) (Ill (12) (13) (14) 
N U  

1011102 TO~SI R W ~ M  TY ~slm TO1 Rev 0 Change in 
711102 through Vlrough Revenue InueBse By Ratel V d u m  T Y  AAer Rates To1 R s v g  Seldsmsnt Avg. Rev 

~ m z  soom mrU~yo3 F Y Z W ~  (WO) Volum~ (WOI C v m n l  R a m  Pmpared Rates per Pi- 

Mire4 AADC ncli 
m c  n m  

17,515,735 
942.633 

3.579.306 
852.980 
875.140 
188.933 

2,869,417 
3.071.4M 

15.517.542 
1.2M.473 

88,041 

870,451 
38.149 
3.483 

24.6m.s72 

91.988 
49.275 
63,015 

515,103 
1,559,500 

311.025 
143,545 

170.412 
2.270.775 

114.887 
68.337 

216.053 
235.889 
252.580 

1,159,708 
720.357 
51.801 

034 
0.31 
0.23 
0.11 

0 322 
0.23 
0.05 

4 M6 

0.28 
0.28 

0.269 
0.255 
0.23 

4.046 

0.245 
0.23 

-0.046 

0.312 
0312 
0 297 
0.277 
0.23 

4.046 
0.05 

0.21 
0.21 
0.34 
0 I 8  

0.19 
0.174 
0.174 
0.188 
0.161 
0.15 

0.37 
0.345 

0.23 
0.12 

0.352 
0.225 
0.055 
-0,041 

0.m 
0.301 
0.294 
0.20 

0.225 
-0.M1 

0.275 
0.225 

4.041 

0 341 
0 333 
0.322 
0.302 
0.225 
0.041 
0.055 

0.23 
0.23 
0.37 

0.205 

0.212 
0.194 
0.187 
0.183 
0.170 
0.17 

0 37 
0.34 
0.23 
0.12 

0.352 
0.225 
0.055 

4.041 

0.3% 
0.301 
0.292 
0.270 
0.225 

0.041 

0 275 
0 225 
-0 041 

0.341 
0.333 
0.322 
0.302 
0.225 

4.041 
0.055 

0.230 
0.230 
0.370 
0.m 

0.212 
0.194 
0.187 
0.183 
0.170 
0.170 

9,426 
1,417.W4 

107.379 
13,265) 
4,376 

905 
109.475 

03.213 
a.500 

017.384 
387.939 

18.252) 
430 

1,147,193 

28,114 
1191) 

17 
25,940 

2.860 
1.035 
1.575 

12.870 
17.798) 
1.555 

718 
12.831 

1,295,239 

2,712,243 

3.408 
45,416 
3.447 
1.708 

53.979 

4,753 
4,719 
3.284 

17386 
10.895 
1.032 

42.079 

88,058 

2.808.301 

2.357 
353.847 

28,845 
(816) 

1 ,094 
240 

27.369 

20,003 
18,125 

141.994 
89,228 
(1.583) 

108 
288.892 

8.520 
1481 

4 
6.485 

687 
259 
394 

3.219 
(1.9491 
389 
179 

3.158 

303.!04 

657,551 

852 
11,354 

862 
342 

13,408 

1,18829 
1 .179M 

020.88 
4,246 80 
2,723 84 

258 01 
10,520 

23.929 

081.480 

9,428 11,703 
1,415,388 1,789.235 

107.379 134224 
13.285) (4,081) 
4,378 5,470 

985 1.231 
108,475 136.843 

83.213 104,016 
M.sW 80.624 

587.975 709,889 
358.803 448,129 

(6.252) (7.815) 
4 s  530 

1.088.789 1,333,461 

. . . .  
1,555 1,944 

718 097 
12.831 15.788 

1,214,814 1,510,510 

2.030.203 3,207,753 

3.408 4.280 
45.418 58.769 

3,447 4.308 
1.387 1.708 

53.637 67.046 

4,753 5,941 
4.719 5,899 
3.284 4.104 

17.388 21.745 
10,095 13.819 

1.032 1.280 
42,079 52,599 

95,716 119.M5 

2.725.919 3,407,388 

2,357 
352,231 

26.845 
(818) 

1,094 
246 

27,389 

20.803 
16.125 
92.805 
58.191 
(1.5831 

109 
186.288 

0.528 
(48) 

4 
6.485 

667 
259 
394 

3.218 
11,949) 

389 
179 

3.158 

223.279 

575.511 

052 
11.3% 

862 
0 

13.088 

1.188 
1,160 

021 
4.349 
2,724 

258 
10,520 

23,507 

599.088 

47,888,589 

3,879,940 

40,045,079 

911.527 

881.887 

51,288,213 

88,188,802 

2 . 7 0 3 . W  

2,830,707 

5,653,776 

104,032,378 

3,407,399 
2.808.301 

5 9 9 . m  

48.885.402 

3.579.306 

48,152,938 

070,451 

719,309 

51,322,002 

98,187.484 

2,824,411 

2.042.267 

5,288,078 

103.49.162 

20,454.237 

1,331 ,988 

12.517.783 

232.345 

512.383 

14,594,491 

35.Du1.73i 

580.937 

488,427 

1.079.3(u 

rn8.120.088 

4,042,419 
113.118 

21,488,038 

1,258,918 
146,923 
48.133 
18.074l 

1,448,891 

888.650 
924,493 

7,210,815 
4,313,077 

201.358 
13.5281 

13,613,883 

239,374 
8.583 
(143) 

247.815 

31,371 
18.409 
20.291 

155.581 
350.807 
112,7521 

7.895 
589.081 

15,818,058 

37.W.oQB 

39.195 
522.278 

42.508 
13,087 

617.849 

45,003 
45,770 
47.232 

212,226 
127.839 

8.772 
407.851 

1.105.3w 

30,469,388 

7 38% 

11 68% 

0 50% 

11 89% 

2 2w 
0 75% 

7 70% 

9 50% 

8 52% 

9 54% 

7 80% 

USPS A P W  Dlnmnw 
S.P. 1,470.8BJ 1.409.025 11.957) 
won 1.337.318 i.258.883 (80.424) 
TMSl 2,808,301 2,725,919 (82.382) 



Summary of Postal Test Year After Rate Finances 
(000) 

Descriotion 

First-class Mail 
Single-Piece Letters 
Presort and Automation Letters 

Single-Piece Cards 
Presort and Automation Cards 

Total Letters 

Total Cards 
Total First-class Mail 

Priority Mail 

Express Mail 

Mailgrams 

Periodicals 
Within County 
Outside County 

Total Periodicals 

Standard Mail (A) 
Reg u I a r 
Nonprofit 

Enhanced Carrier Route 
Nonprofit ECR 
Total ECR 8 NPECR 

Total Standard Mail (A) 

Standard Mail (6) 

Total Regular 8 Nonprofit 

Parcel Post 
Bound Printed Matter 
Media Mail 
Library Rate 
Total Media 8 Library 

Total Standard Mail (6) 

Penalty 

Free-for-the-Blind 

Total Domestic Mail 

International Mail 

Total All Mail 

Special Services 
Registry 
Certified Mail 
Insurance 
COD 
Money Orders 
Stamped Cards 
Stamped Envelopes 
BodCaller Service 
Other 

Total Special Services 

Total Mail 8 Services 

Other Costs 
Other Income 
Prior Years Loss Recovery 
Continuing Appropriations 
Investment Income 

Grand Total 

12,425,658 21,878,353 
5,436.371 15,990,746 

17,862.230 37,869.099 
559.631 630.696 
145;835 488;937 
705.466 1.119.633 

18,567,695 38.988.732 

3.567.868 6.200.084 

494,779 1,133,705 

639 1,131 

78.780 82.526 
2,313.124 2,511,600 
2,391,903 2,594,126 

11,042,480 
1.669.063 

8.689.931 12.71 1.543 
5,555,656 

325.210 
2,700.570 5,880.866 

11.390.501 18,592,409 

1,040,198 1.202.568 
542.173 695.754 

270.795 
49.972 

279,039 320i767 
1,861,411 2,219,089 

38.344 0 

38.313.140 89,729,276 

1.580.532 1,917,956 

39,893,672 71,647,232 

79,573 98.550 
475.444 696.629 
108.721 143.868 
12,598 17.700 

180,160 303.574 
2,885 3.408 

12.977 16,102 
659,700 854,712 
178.511 459.831 

1.710.568 2.594.374 

41,604,240 74,241,606 

32.582.084 

Contrib To 
0th costs 

(3) 

9,452,495 
10,554,375 
20,006,869 

71.065 
343.102 
414.167 

20,421,037 

2,632.216 

638.926 

492 

3.746 
198.476 
202.223 

4,021.612 

3.180.296 
7.201.908 

162,370 
153.581 

41,728 
357,678 

(38.344) 

31,418,136 

337.424 

31,753,560 

18.977 
221.185 
35,147 
5,102 

123.414 
523 

3,125 
195.012 
281.320 
883.806 

32,637,366 

589,816 
632.809 

30,857 
(21.948) 

74.819.133 74,840,331 21.198 

Mail 
Volume 

(4) 

46,865,402 
51,322.082 
98,187,484 
2,624,412 
2,642.267 
5.266.679 

103,454,163 

1 ,I 78,757 

69,911 

2,725 

853.535 
9,108,974 
9,962,509 

47,296.1 85 
11,882.923 
59,179.108 
33,125,689 
3,236.397 

36362.086 
95,541.194 

371,533 
588.557 
158,641 
27.047 

185.688 
1,145.778 

353.484 

46.859 

211,755,380 

1,205,533 

212,960,913 

10,331 
302.882 
61,800 
3,100 

229,607 
170,412 
400.000 

17.232 

212,960,913 

Exhibit MMA-3A 
Page 4A 

Unit Proposed 

0.4668 7.5% 
0.3116 9.3% 
0.3857 8.0% 
0.2403 9.7% 
0.1850 8.6% 
0.2126 9.7% 
0.3769 8.2% 

5.2598 13.5% 

16.2164 9.4% 

0.4150 0.0% 

0.0967 1.7% 
0.2757 10.4% 
0.2604 10.0% 

0.2335 7.8% 
0.1405 6.6% 
0.2148 7.5% 
0.1677 6.2% 
0.1005 6.5% 
0.1617 6.1% 
0.1946 7.1% 

3.2368 6.5% 
1.1821 9.1% 
1.7070 4.0% 
1.8476 3.3% 

1.9368 5.1% 

0.0000 

0.3293 7.8% 

1.5910 8.4% 

0.3364 7.7% 

9.5393 7.2% 
2.3000 9.5% 
2.3280 9.3% 
5.7097 0.0% 
1.3221 2.8% 
0.0200 0.0% 
0.0403 0.0% 

49.6003 14.5% 

0.3486 7.9% 



Summary of Postal Test Year Before Rate Finances 

DescriDtion 

First-class Mail 
Single-Piece Letters 
Presort and Automation Letters 

Single-Piece Cards 
Presort and Automation Cards 

Total Letters 

Total Cards 
Total First-class Mail 

Priority Mail 

Express Mail 

Mailgrams 

Periodicals 
Within County 
Outside County 

Total Periodicals 

Standard Mail (A) 
Regular 
Nonprofit 

Enhanced Carrier Route 
Nonprofit ECR 
Total ECR 8 NPECR 

Total Standard Mail (A) 

Standard Mail (6) 

Total Regular 8 Nonprofit 

Parcel Post 
Bound Printed Matter 
Media Mail 
Libraty Rate 
Total Media 8 Library 

Total Standard Mail (6) 

Penalty 

Free-for-the-Blind 

Total Domestic Mail 

International Mail 

Total All Mail 

Special Services 
Registry 
Certified Mail 
Insurance 
COD 
Money Orders 
Stamped Cards 
Stamped Envelopes 
BoxlCaller Service 
Other 

Total Special Services 

Total Mail &Services 

Other Costs 
Other Income 
Prior Years Loss Recovev 
Continuing Appropriations 
Investment Income 

Grand Total 

Source: Exhibit MMA-1A 

(000) 

- Cost Revenue 
Vol Variable 

(7) (8) 

12.678.742 20.803.401 
5,421,560 14,622.580 

18,100,302 35,425.981 
575,141 591.878 
162,787 499,503 
737.928 1,091,381 

18838.230 36,517,362 

3.767.050 5825.272 

543.045 1,145,263 

634 1.131 

78.840 81.338 
2.328.417 2,293,977 
2.407.257 2.375.315 

10.484.194 
1,573,085 

8.873.596 12,057,279 
5,351,517 

306.890 
2,749,941 5.658.407 

11.623.537 17,715.686 

1,158.41 0 1,232,559 
546,063 644,724 

261,009 
46.498 

279.129 309,507 
1.983.602 2,186.800 

38.290 0 

39.201.645 65,766829 

1.686.535 1.892.822 

40.888.180 67,659.651 

80,198 93.555 
447.608 595.787 
106,952 136.607 
12.588 17,700 

181,638 298.219 
3.085 3,647 

12.969 16.102 
673,505 746,319 
207,448 417.484 

1.725.991 2.325.420 

42,614,171 69.985.071 

32,610,852 
589.816 

632.809 
30.857 

(22r434) 

75.857.832 70,583.310 

Conbib To 
0th costs 
@Leo 

(9) 

8,124,659 
9,201,020 

17,325,679 
16,737 

336.716 
353,453 

17,679,132 

2.058.222 

602.218 

497 

2.498 
(34,440) 
(31.942) 

3.183.683 

2.908.466 
6.092.149 

74.149 
98,671 

30.378 
203.198 

(38.290) 

26.565.184 

206,287 

26,771.471 

13.357 
148.179 
29,655 
5.112 

116.581 
562 

3.133 
72,814 

210.036 
599.429 

27.370.900 

(5.274.522) 

Mail 
Volume 

(10) 

47,899,389 
51,299,213 
99,198.602 
2.703,M)8 
2,930,767 
5,633,775 

104,832,377 

1,257,064 

77.239 

2.725 

855.781 
9.182.082 

10,037,863 

48.424.553 
11,943,287 
60,367,840 
33.873.784 
3,252,519 

37,126,303 
97,494.143 

405,634 
594.824 
159.100 
27.111 

186.211 
1.186.669 

353.484 

46,859 

215.288.423 

1.289.500 

216,577,923 

10.515 
283,708 
64165 
3,100 

231.804 
182.342 
400.000 

17,232 

216.577.923 

Exhibit MMA-3A 
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Unit 
Revenue 

(11) 

0.4343 
0.2850 
0 3571 
0.2190 
0.1704 
0.1937 
0.3483 

4.6340 

14.8275 

0.4150 

0.0950 
0.2498 
0.2366 

0.2165 
0.1317 
0.1997 
0.1580 
0.0944 
0.1524 
0.1817 

3.0386 
1 .0839 
1.6405 
1.7889 
1.6621 
1.8428 

0.ooM) 

0.3055 

1.4679 

0.3124 

6.8973 
2.1000 
2.1290 
5.7097 
1.2865 
0.0200 
0.0403 

43.3101 

0.3231 
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Technical Discussion of Workshare Delivery Cost Savings 

In this proceeding USPS witness Schenk simply updates the unit delivery 

cost study that was submitted by USPS witness Daniel in Docket No. R2000-1.' 
In that case, USPS witness Miller utilized the unit delivery cost estimate for non- 

automation presorted letters as a proxy for the bulk metered mail (BMM) 

benchmark for deriving workshare delivery cost savings. Because the Postal 

Service's assumptions regarding workshare delivery cost savings produced 

reasonable results, the unit delivery cost study provided in Docket No. R2000-1 
was not controversial. 

In the current case, the issue has become very controversial. The 

combination of Mr. Miller's use of NAMMA' letters - a very different proxy for 

BMM letters - and his use of unit delivery costs obtained from Dr. Schenk's study 

virtually eliminated delivery workshare cost savings. Consequently, the Schenk 

delivery cost study came under very intense scrutiny by MMA during discovery. 

As a result of MMAs scrutiny, the record now shows that there are significant 

flaws in Dr. Schenks study. Those shortcomings are discussed in detail below. 

1. Problems With the Postal Service's Delivery Cost Study 
USPS witness Schenk's study of First-class delivery costs uses one 

methodology to estimate delivery costs by shape, and then a different 

methodology to de-average letter-shaped costs into the various rate categories. 

For single piece letters, Dr. Schenk uses costs attributed by the Postal Service's 

LIOCATT system to separate Carrier In-Office costs by shape. Other delivery 

cost segments are then derived using Carrier In-Office costs and other attribution 

keys. Finally, the cost segments are then summed, piggybacked and divided by 

total volumes to obtain an average First-class single piece delivery cost. 

Because there are no subcategories within First-class single piece letters, further 

de-averaging of single piece letter delivery costs is not necessary. 

In this case, USPS witness Schenk updates the previous study provided by USPS 
witness Daniel in Libraq Reference USPS-LR-1-95, Dr. Schenks study in this case is provided in 
Library Reference USPS-LR-J-117. 

1 

Non-Automation. Machinable Mixed AADC letters. 

1 
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1 

2 

3 

4 

For presorted letters, Dr. Schenk generally follows the same methodology 

to derive a unit delivery cost for all presorted letters. I have no problem with her 

methodology up to this point. However, she uses an inaccurate methodology to 

de-average the derived unit delivery cost for all presort letters into 15 separate 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

subcategories. As a result, her de-averaged First-class presorted unit delivery 

costs for each of the 15 subcategories are wrong and cannot be relied upon by 

the Commission. Moreover, Mr. Miller's adoption of the workshare-related unit 

delivery cost for one of those categories, NAMMA letters, should also be 

rejected. This is particularly important because Mr. Miller uses Dr. Schenks 

improperly derived delivery unit cost for NAMMA letters as the basis for 

establishing workshare cost savings that directly affect the rates for almost 50 

billion pieces. 

Dr. Schenks methodology for de-averaging First-class presorted letters 

involves a critical first step that is the cause of her problems. She starts out by 

computing the FY93 in-office delivery unit costs incurred by city carriers for non- 

Delivery Point Sequenced (non-DPSed) presorted letters. This involves the city 

carrier unit cost for sorting letters in a non-DPS environment, meaning that the 

letters are sorted to carrier sequence manually. Dr. Schenk obtained the total 

non-DPS costs from the FY 93 LIOCATT system and divided these costs by the 

total volumes delivered by the Postal Service in FY 93. Since only a portion of 

those volumes were actually sorted and delivered by city carriers, Dr. Schenks 

derived unit cost is, by definition, far too low. Stated another way, her unit 

delivery costs are too low because she should have divided total delivery costs 

by the portion of those total volumes that were actually delivered by those 

25 carriers, not total volumes. 

26 

27 

28 

29 (TR 5/835). 

30 In response to an MMA interrogatory, the Postal Service provided the 

31 actual city carrier volumes for FY 93. Response to MMNUSPS-3. Table 1 

Dr. Schenk admitted that her calculations were based on total volumes 

that included pieces that did not incur city carrier costs (TR 51833) and conceded 

that that it would be "better" to use city carrier volumes rather than total volumes 

2 
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USPS City Carrier In-Office Costs 
Using Total Volumes 

Exhibit MMA-4A 

Single Piece Presorted City 
City Caxier In- Carrier In- 
Office N Unit Office N Unit 

cost cos t  

shows a comparison of City Carrier Delivery Costs using Dr. Schenks flawed 

methodology. 

Table 1 

L-- DPS Savings 

Comparison of First-class Single Piece and Presorted 
City Carrier Delivery Unit Costs 

As Presented by USPS witness Schenk 
(Cents) 

NA 2.61 

Corrected City Carrier In-Office 
Costs Using Actual Volumes 

Delivered 

Non-DPSed Letters 

DPSed Letters 
- - - 

Single Piece Presorted City 
City Carrier In- Carrier In- 
Ofrice N Unit Office N Unit 

cost  cost  

6 36 4.1 1 
NA 0.15 

I DPSed Letters I "not available" I 0.50 I 
I I 

Table 2 shows the same comparison using volumes actually delivered by 

city carriers (rather than total volumes). 

Table 2 

Comparison of Corrected First-class Single Piece and Presorted 
City Carrier Delivery Unit Costs Per Delivered Letter 

(Cents) 

1 DPS Savinas I NA I 3.97 

Source: Workpaper MMA-1 

In Table 1, Non-DPS unit costs appear to be very similar for First-class 

single piece (3.00 cents) and presorted (3.11 cents) because city carrier costs 

3 
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are spread over total volumes.' However, as Table 2 clearly shows, when the 

city carrier costs are spread over the actual volumes processed and delivered by 

city carriers, a far different story emerges: single piece letters (6.36 cents) are 

2 25 cents or 55% more expensive to process than presorted letters (4.1 1 cents). 

Moreover, DPS savings for presorted letters increase by 52%, from 2.61 cents 

(Table 1) to 3.97 cents (Table 2). 

This problem of using the wrong volume figures to compute unit delivery 

costs is further compounded by Mr. Miller's use of Dr. Schenks derived unit 

costs. He simply compares his assumed BMM unit delivery cost (the de- 

averaged cost of NAMMA that he uses as a proxy for BMM) to those derived by 

Dr. Schenk for the various automation workshare categories. Since those unit 

costs are average delivery costs divided by total volumes, not just the volumes 

processed and delivered by city carriers, such a simple comparison inherently 

assumes, incorrectly as it turns out, that the percentage of total letters 

delivered by city carriers and rural carriers remains constant over time. 

Furthermore, there is no evidence to support Dr. Schenk's related assumption 

that each of the 15 subcategories of presorted letters will exhibit the same 

breakdown by delivery mode, particularly when the volume within the rate 

category is quite small. Accordingly, Mr. Miller's computation of workshare 

delivery cost savings represents a classic apples-to-oranges comparison. 

Another problem with Dr. Schenks methodology is that she used DPS 

percentages, obtained from USPS witness Miller's mail flow models, as the 

distribution key for de-averaging delivery costs for all presorted letters. These 

DPS percentages are far from accurate. Whereas Mr. Miller made a necessary 

Because the carrier in-office unit delivery costs derived by Dr. Schenk appeared to be so 
similar, she could not have known, and was subsequently not aware, that worksharing 
significantly reduced the unit costs for delivering non-DPSed letters. 

The use of total volumes from FY 93 to develop test year unit costs, rather than actual 
volumes delivered, inherently assumes that the percentage of total volumes delivered by city 
carriers would remain constant over time. Tr 5/667-670. Dr. Schenk made this assumption 
without the benefit of knowing what that percentage was for FY 93. Now that actual FY 93 
volumes are available, they demonstrate that her inherent assumption is not correct. In FY 93, 
the presorled volume delivered by city carriers made up 76% of the total volume. In the test year, 
such letters are projected to make up only 62% of total volumes. See Library Reference MMA- 
LR-J-2. The Postal Service never even considered whether or not this assumption was true and, 
if it was not true, what the impact would be. 

A 
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21 

adjustment to reconcile the derived unit costs from those models to the CRA- 

derived unit costs, neither he nor MS. Schenk made or even considered making 

an adjustment to the model-derived DPS percentages. Considering the fact that 

the model-derived unit cost for non-automation presorted letters is low by 50%, 
there is no reason to believe that Mr. Miller's models have accurately captured 

the degree to which the four subcategories of non-automation machinable letters 

are DPS processed. Moreover, the low model-derived cost estimate implies that, 

if the other input data to Mr. Miller's models are correct, then the DPS 

percentages for his non-automation machinable letter models, which reflect the 

amount of mail processed by automation, are significantly ~verstated.~ It should 

also be pointed out that one of those four subcategories is NAMMA letters, the 

category of mail chosen by Mr. Miller as a proxy for BMM letters in his derivation 

of workshare delivery cost savings. Therefore, there is substantial evidence that 

the delivery unit cost provided to Mr. Miller by Dr. Schenk for NAMMA letters is 

understated.6 

The unit delivery cost for NAMMA letters as derived by Dr. Schenk is too 

flawed to be accepted by the Commission. The implementation of the 

methodology that Dr. Schenk used incorporated the wrong FY 93 volume figure 

for deriving city carrier unit delivery costs, and the DPS percentages that she 

relied on for de-averaging presorted unit costs are simply too inaccurate to be 

relied won.  

22 II. Postal Service's Failure to Understand Delivery Cost Causation 
23 

24 

25 

26 

USPS witness Schenk seems to be somewhat confused about the specific 

relationship that worksharing has on delivery costs. According to her study, 

letters received by carriers either have been DPSed in the incoming secondary or 
not DPSed. If they are non-DPSed, letters have to be sorted to carrier sequence 

Problems associated with the Remote Barcode System (RBCS) as simulated by the 
Postal Service's mail flow model are discussed in my testimony on behalf of KeySpan Energy. 
The model understates costs for letters processed within the RBCS by a significant amount. 
Therefore, the DPS percentages derived under these circumstances are more than likely to be 
overstated. See Exhibit KE-T-1 

Delivery costs decrease as the DPS percentage increases. If the DPS percentage is 
overstated, then the unit delivery cost will be understated. 

5 

i 
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manually by carriers. Therefore, non-DPSed letters obviously are much more 

expensive for city carriers to process and deliver. 

In order to examine the impact of worksharing on carrier costs, two 

questions need to be considered: 

(1) If a letter is DPSed by the Postal Service, are the subsequent costs 

incurred by city carriers dependent on whether the letter was 

originally mailed as single piece or as workshared? 

(2) If a letter is not DPSed by the Postal Service, are the subsequent 

costs (of sorting to carrier sequence and delivery) incurred by city 

carriers dependent on whether the letter was originally mailed as 

single piece or as workshared? 

If the answer to either of these questions is yes, then Mr. Miller's assumption 

that a worksharing rate category such as NAMMA can be used as a proxy for a 

non-worksharing category such as BMM is not valid. As discussed below, the 

evidence in this case strongly supports the conclusion that the answer to both 

questions is yes. 

Dr. Schenk readily admits that the answer to the first question is yes. She 

was asked if it would be reasonable to assume that her derived .5-cent unit cost 

to process DPSed letters by city carriers (as shown in Table 1 above) would 

similarly apply to single piece letters. She denied that such a relationship exists. 

She stated that the carrier unit cost for single piece DPSed letters is "not 

available" and that she knows of no study that affirms or denies that the unit cost 

for processing DPSed single piece and workshare letters would be the same. Tr 

5/666; Tr I- (Response to MMNUSPS-T43-20 C). During oral cross- 

examination, she further admitted that worksharing does, in fact, impact the 

delivery processing cost for DPSed letters. (TR 5/859) 

Postal data extracted from Dr. Schenks study strongly supports a 

conclusion that the answer to the second question is also yes. When carriers 

sort non-DPSed letters, First-class presorted letters cost significantly less to 

carrier sequence than single piece letters. In Table 2 above, the unit costs for 

carriers to process Non-DPSed presorted letters (4.1 1 cents) is much lower than 

6 
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the cost to process single piece letters (6.36 cents). Dr. Schenk could not 

explain the 2.25-cent cost difference but admitted that worksharing could explain 

it.' 

The Commission should not accept the USPS' apparent position that 

worksharing has only a minimal impact on delivery cost causation. While 

NAMMA letters meet the stringent requirements that apply to workshare letters, 

BMM letters do not. It is unreasonable to equate the two because the record 

shows that worksharing reduces carrier costs, regardless of whether the letters 

are DPSed or non-DPSed. 

One simple example illustrates this point. USPS witness Schenk has 

testified that the unit delivery cost for single pkce metered letters is 5.92 cents. 

Tr 5/650. The unit cost that she derives for NAMMA letters, that Mr. Miller 

assumes is a proxy for BMM, is 4.08 cents. See Library Reference USPS-LR-J- 

60. It is difficult to explain why single piece metered letters should cost almost 2 

cents or 45 % more to deliver than BMM, which is a subset of metered letters. 

The only differences between single piece metered letters and BMM are 

(1) BMM letters are brought to the post office in trays and, on occasion might be 

uniform, and (2) single piece metered letters are much more likely to be 

prebarcoded. Dr. Schenk's explanation for the 1.8-cent difference is "[tlhe costs 

associated with BMM are not necessarily equivalent to those for all metered 

letters". Tr 51680. When asked orally, she claimed that "I have not studied BMM 

letters. It's outside the scope of my testimony. I don't know what causes that 

difference." TR 51864. 

Frankly, I cannot think of a reasonable explanation for that 1.8-cent 

differential either. It simply does not seem possible that when mailers provide 

See TR 5/840. Dr. Schenk was asked what specific factors could cause the FY 93 1.6- 
cent cost differential between single piece and presorted non-DPSed letters. She could not 
explain it because she had not studied it. However, she could not rule out the possibility that the 
difference was caused by worksharing. TR 5/851. This is clearly a case where USPS witness 
Schenk did not know how USPS witness Miller intended to utilize the data that she provided to 
him. And Mr. Miller did not know the specific inherent assumptions underlying the data that 
witness Schenk provided to him. Since Mr. Miller used NAMMA (a workshare category) to 
estimate BMM (a non-workshare categoly) delivery costs, Dr. Schenk should have thoroughly 
examined the impact that worksharing has on delively cost causation. 
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metered letters in trays to a post office, delivery costs decrease by 45%. The 

only logical explanation is that it is inappropriate to assume that a worksharing 

category can be used as a proxy for a non-worksharing category such as BMM. 

Worksharing greatly diminishes sorting costs when the letters are sorted by 

carriers, and BMM is neither prebarcoded nor presorted. 

Accordingly, Mr. Miller's assumption that delivery costs for NAMMA letters 

and BMM are similar is not supportable. The Commission should not accept this 

assumption unless and until the Postal Service can prove that worksharing has 

no impact on delivery costs. 

111. MMA's Adjustments to the Commission's Methodology 
Library Reference MMA-LR-J-1 is an analysis that implements the 

Commission's Docket No. R2000-I workshare cost savings methodology with 

one change.' The mail processing cost savings have not been changed. The 

only change that I recommend is a necessary correction to USPS witness 

Schenk's unit delivery cost analysis. I have calculated FY 93 city carrier unit 

costs for non-DPSed letters using the actual volumes processed by city carriers 

rather total volumes that incorrectly include letters that are not even touched by 

city carriers, as Dr. Schenk did. In addition, I recommend that the Commission 

use the unit delivery cost for single piece metered letters (with collection costs 

removed) as a reasonable proxy for BMM letters. That separate delivery cost 

analysis is provided in Library Reference MMA-LR-J-2. 

Table 3 below compares MMAs unit delivery costs to those presented by 

the Postal Service. It is important to note that each analysis begins with the 

exact same unit costs for all single piece (6.04 cents) and presorted letters (4.17 

cents), but it is the manner in which these unit costs are de-averaged that 

produces significantly different unit costs for the subcategories of letters. My 

analysis measures unit cost savings per delivered letter. This makes much more 

sense than the Postal Service's analysis of average costs for a// letters, including 

letters that are not delivered. 

Library Reference MMA-LR-J-3 provides the results of implementing the Commission fi 

R2000-1 methodology with no changes. 
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Unit Cost Per Total Volume 

USPS MMA 

Table 3 

Comparison of USPS and MMA Unit Delivery Costs 
(Cents) 

MMA Unit Cost Per Delivered Letter 

With Collection WIO Collection 

5 

6 

7 

8 

9 

10 

11 

5 66 
6 30 
7 59 

First-class Letter Category 

10 65 
7 48 
9 02 

~- 
First-class Single Piece 

6.04 8 96 8.27 

Single Piece Letters Stamped 

Single Piece Letters Metered 

Single Piece Letters Other 

Total Single Piece Letters 6.04 

4 06 

First-class Workshare 
Nonautomation -- Nonmach Mixed ADC 

Nonautomation -- Nonmach ADC 

Nonautomation -- Mach Mixed AADC 

Nonautomation -- Mach AADC 

Nonautomation -- Nonmach 3-Digit 

Nonautomation -- Nonmach 5-Digit 

Nonautomation -- Mach 3-Digit 

Nonautomation -- Mach 5-Digit 

Total Non-Automation 
- --_________ 

Auto Mixed AADC 

Auto AADC 

Auto 3 Digit Letters 

Auto 5-Digit Letters CSBCSIMan 

Auto 5 Digit Letters Other Sites 

Total 5-Digit Letters 

I I NA 4.78 

Auto CR Letters _. - 
Total Automation Letters __ 

Total Workshare Letters - ~- 
Sources Library Reference USPS-L 

8 41 
8 41 
4 08 
4 08 
8 41 
8 41 
3 95 

3 95 

5 94 

4 16 

4 01 
3 98 
6 16 
2 89 
3 79 
6 06 

3 94 

4.17 

9.98 

6.78 
8.31 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

5 24 

4 17 

4 08 
4 05 

5 37 

3 40 

3 60 

5 31 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

6.17 

4.90 

4.80 
4.77 
6.32 
4.00 
4.23 
6.25 

1 

The Commission can use the corrected delivery unit costs as it deems fit. 

As discussed above, I urge the Commission to use single piece metered letters, 

with collection costs removed, as a proxy for BMM delivery costs. This makes 

sense since (1) single piece metered letters are used as a proxy for BMM mail 

processing costs, (2) there is no reason to expect that single piece and bulk 

metered letters should have different delivery costs, and (3) it makes sense to 

use a non-workshare rate category as the benchmark from which to measure 

9 
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1 workshare cost savings. The unsupported assumption that NAMMA letters 

2 provide a reasonable proxy for BMM should be rejected because that assumption 

3 fails to reflect the specific impact that worksharing has on delivery costs. As an 

4 aside, I also suggest the Commission request that, before the next case is filed, 

5 the Postal Service examine delivery costs, for both DPS and non-DPS letters, to 

6 find out exactly why the delivery of workshare letters cost so much less than non- 

7 workshare letters. 

10 
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