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 1 

B. BACKGROUND 2 

The QBRM discount was established in Docket No. R97-1 based on an analysis 3 

showing cost savings associated with a Postal Service-approved, prebarcoded reply 4 

mail piece.  This cost savings, or cost avoidance, is calculated as the difference 5 

between the mail processing costs of a handwritten First-Class Mail reply mail piece 6 

and those of a preapproved, prebarcoded First-Class Mail single-piece reply mail piece.  7 

The costs avoided were defined as the costs incurred by the Postal Service applying a 8 

barcode to the handwritten reply mail piece.   9 

 10 

C. COST METHODOLOGY  11 

In Docket No. R2001-1, witness Miller was responsible for updating the QBRM 12 

discount cost study.1  Witness Miller refined and narrowed the scope of the model in 13 

order to only incorporate mail processing costs through the point that each piece 14 

receives its first barcoded sortation on the BCS.  The methodology for the cost study I 15 

am presenting in this case is unchanged from the model presented by witness Miller.  16 

The cost avoidance underlying the discount is still defined as the difference between 17 

mail processing costs of a prebarcoded First-Class Mail reply mailpiece compared to 18 

those of a handwritten First-Class Mail reply mail piece.  The model has been updated 19 

to include test year 2006 equipment changes, test year finalization factors, piggyback 20 

factors, volume variability factors, and wage rates. 21 

                                                 
1  Docket No. R2001-1, USPS-T-22, at 26-27. 
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