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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-1.  On page 2 of your testimony, you state, “Based on my
understanding of the market, | expect significant growth to continue in FY 2006."

Please fully explain what your understanding of the "market” is. In your response to this
interrogatory, include cites to all source documents, provide copies of all source
documents not previously filed in this docket and show the derivation of all calculated

values.

RESPONSE:
As Manager, Ground Products, | stay abreast of industry trends by speaking with and
attending conferences of assaciations/consultants, providers, and end users; and

reviewing websites and articles.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-2. The following refers to your testimony at page 3, footnote 1. Please
confirm that your reference to Docket No. MC2003-1 should be MC2003-2. if you are
unable to confirm, please explain fully.

RESPONSE:

Confirmed.

ie



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-3. On page 4 of your testimony, you indicate that the USPS
“assign[ed] each participant a unigue Zip Code beginning with the prefix 569.”
a. For each of the two third-party participants currently using Parcel Return
Service (PRS), is one and only one suffix assigned to a given third-party?
For example, Third-party A is assigned a ZIP Code 56901; Third-Party B
is assigned Zip Code 56902.
b. If you are unable to confirm part a of this interrogatory, please provide
specific details on the use and assignment of the 569 prefix.

RESPONSE:
a. No.
b. A company can request two unique ZIP Codes in order to better manage

product flow. For example, Third-party A can be assigned 56901 for packages
that it wants to be trapped at an RDU and 56915 for packages that it wants to
flow to the RBMC. No other third party will be assigned these ZIP Codes. No
more than one unigue ZIP Code will be assigned to an agent for returns

picked up at an RDU.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-4. Please refer to page 5 of your testimony. You state, “This
shortcoming of the original Iabel was remedied by remaoving the city and state and
replacing it with a generic address block that simply states the agent's or merchant’'s
name ...." At page 3 of your testimony, you indicate that there are only two third-party
agents currently participating in the experiment.

a. Currently, are all PRS packages being sent back to the third-party agent
who originally placed the parcel into the USPS mail stream?

b. If you are unable to confirm part a of this interrogatory, please specifically
identify who is the recipient of a returned USPS PRS package and under
what circumstances that recipient is (1) the merchant or (2} the third-party
agent.

RESPONSE:

a. No.

b. The returned PRS packages are picked up by a third-party agent's logistics
provider and transported to the agent’s processing facility. The agent
separates the packages by merchant and is responsible for appropriate
disposition. Returned PRS packages do not have to be “originally placed into
the USPS mail stream.” Merchants can choose a different returns agent from
the mail service provider that tenders their packages to the Postal Service for
delivery. Packages delivered by a private carrier can also be returned using

PRS.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-5. Please refer to page 7 of your testimony, lines 8 through 13.

a. Please specifically identify how you arrive at your estimate of 12.8 million
PRS pieces. Include in your response cites to all source documents,
provide copies of all source documents not previously filed in this docket
and show the derivation of all calculated values.

b. Please specifically identify how you arrived at your estimate of 3.2 million
RDU pieces. Include in your response cites to all source documents,
provide copies of all source documents not previously fited in this docket
and show the derivation of all calculated values.

RESPONSE:

a. i projected a 4.0 million increase based on a general understanding of the
market. This growth is consistent with the growth experienced between FY(04
and FY05.

b. | estimated 25% of 12.8 million packages, or 3.2 million pieces, will be picked
up from RDUs in FY2006. With active RDUs in 61 districts, about 13% of PRS
is picked up at the RDU. This percentage is expected to increase, because
existing agents plan to increase the number of RDU pickup points in calendar

year 2006 and expand into all eligible districts.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-6. The experimental Parcel Return Service allowed packages to be
entered into the mail stream by “giv[ing] it to their carrier, placling] it in a collection box,
schedul[ing] a pickup or bringing it into any post office.” (Docket No. MC2003-2, USPS-
T1at11.)

a. For FY 2005, please provide the total volume of PRS parcels entered into
the mail stream via: (1) a carrier, (2) a collection box, {3) a pickup, and (4)
a post office.

b. Please provide the forecasted FY 2006 volumes of PRS parcels entered

into the mailstream via (1) a carrier, (2) a collection box, (3) a pickup, and
(4) a post office. Include in your response cites to ail source documents,
provide copies of all source documents nat previously filed in this docket
and show the derivation of all calculated values.

RESPONSE:

a.-b. These data are not available.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-7. On page 7 of your testimony, you forecast 12.8 million Parcel
Select Parcel Returns for FY 2006. One-quarter, or 3.2 million pieces, are forecast to be
RDU returns. In light of the Postal Rate Commission’s recent R2005-1, Opinion and
Recommended Decision, please specifically identify what, if any, changes should be
made to your volume forecast. |f the Commission’s recent Decision has no impact upon
your volume forecast, please so state and provide and explanation.

RESPONSE:

The Commission’s recent Decision has no impact upon my volume forecast. As witness
Koroma responds in OCA/USPS-T3-6, the R2005-1 forecast refiected a “simplifying
assumption.” Please see Section ili of my testimony for a detailed explanation of my

Fiscal Year 2006 volume projection.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-8. You indicate in your testimony on page 8, footnote 9, that insurance
is not offered for return service because the Postal Service does not have custody of
the returned mail for the entire trip back to the merchant.
a. You state that some customers “may also seek insurance.” Have there been
any requests or inquiries for insurance from the current participants or
merchants using the service? Please discuss.

b. Have consumers requested that insurance be added to the available special
services?
C. If damage occurs to returned parcels while in the custody of the Postal

Service, which party is responsible or must absorb the loss — the consumer,
the participants, the merchant, or the Postal Service? Please explain.

RESPONSE:

a. My understanding is that most merchants are self-insured and | am not aware
of any merchants wishing to use postal insurance. One current participant
has inquired about exploring the option of USPS offering postal insurance to
consumers, but the USPS has not pursued this option.

b. Yes, some unknown number of consumers have requested that insurance be
added to the available special services and, in response, some merchants
include the cost of insurance in the return handling fee and explain this in the
instructions.

C. Responsibility would have to be sorted out between the consumer, participant
and merchant, based on the policy of the merchant and participant. The
Postal Service does not assume responsibility for the loss, but can work with

mailers to identify systemic loss issues.



23

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-9. In the Postal Rate Commissions’ Docket No. R2005-1 Opinion and
Recommended Decision, Appendix G, page 17, shows PRS Test Year revenue of
$11,219, 443. Please provide the RDU and RBMC volumes associated with the
Commission's projected PRS Test Year revenue. Include citations to the Commission's

workpapers.

RESPONSE:

| could not find this figure in the Commission’s workpapers, but | did find it in USPS-LR-
K-115, “USPST28BSpreadsheets.xls” on the tab named “PP-14 Adjusted TYAR
Revenue” in row [s]. This revenue figure was derived from volumes found on the tab

named “PP-12 TYAR Volumes.” The associated volume is 0 RDU and 3,604,796

RBMC.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE,
REDIRECTED FROM WITNESS MILLER

OCA/USPS-T2-14. The following refers to return PRS parcels.

a. At the PRS pick-up locations, is the original Third-Party vendor who entered
the package into the USPS mail stream the one who retrieves the returned
PRS parcel?

b. At the PRS pick-up locations, is it the originating merchant, who originally
shipped the PRC (sic) parcel through a third-party, the one who retrieves the
returned parcel?

c. If both originating merchants and third-party vendors retrieve returned PRS
parcels, please identify the percent of the total each picks up and the
rationale for when and who picks up PRS parcels.

RESPONSE:
a. No. Please see response to OCA/USPS-T1-4.
b. No originating merchants are participating directly in the program. All use
third-party vendors.

C. N/A



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO
PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

4. Please refer to the response to OCA/USPS-T1-8¢. The question asked which party
is responsible when damage occurs to a returned parcel while in the custody of the
Postal Service, to which witness Daniel responded, "The Postal Service does not
assume responsibility for the loss, but can work with mailers to identify systemic loss
iIssues.”

(a) If the USPS is not responsible for the loss/damage, which party typically is
responsible for it?

(b)Y What percentage of returned parcels was lost or damaged while in the custody of
the USPS during the experiment?

(c) What work has been done with mailers to identify systemic loss issues?

RESPONSE:

a) A merchant and its agent determine responsibility between themselves in particular
instances.

b) Since the parcels do not carry postal insurance, the Postal Service has no data on
loss or damage.

c) There have been no systemic ioss issues. In the event such a situation developed,
the same procedures applicable to loss of any type of mail would be engaged, with the

involvement of Postal Inspectors as appropriate.
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AUTOBIOGRAPICAL SKETCH

My name is Sharon Daniel. | am the Manager, Ground Products, Package
Services in Product Development, Marketing. | have worked at Postal Service
Headquarters since 1995. Prior to joining the Postal Service, | was a consultant
with Price Waterhouse {now 1BM) and worked in the Center for Postal
Consulting. While at Price Waterhouse, | supported many of the Postal Service
witnesses in Docket No. MC95-1. After joining the Postal Service as an
Economist and fater as an Operations Research Analyst, | provided testimony in
Docket No. MC96-2 on Standard Mail {A) Nonprofit letter mail processing costs.
in Docket No. R97-1, | testified regarding various Standard Mail (A) letter and
Standard Mail (B) Parcel Post mail processing costs (USPS-T-29). | also
provided supplemental testimony (USPS-ST-43) in Docket No. R97-1 on the
additional mail processing and delivery cost of nonstandard First-Class Mail
pieces. In Docket No. R2000-1, | testified to the impact of weight on costs,
delivery costs by rate category, mail processing costs for ECR, and roll forward
final adjustments (USPS-T-28).

In July, 2000 | transferred to Atlanta, Georgia where | became the Finance
Manager for the Expedited/Package Services strategic business unit. In January
2002, i returned to Washington, DC after a management realignment and
became the Manager, Product Deveiopment in Package Services where |
oversaw the development of a number of initiatives, including Parcel Return
Service. | have spent considerable time observing mail processing in Processing

and Distribution Centers (P&DCs), Bulk Mail Centers (BMCs), and carrier
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stations. | have also consulted extensively on various operational and cost
matters with postal headquarters and field personnel. | earned a Bachelor of
Science Degree in Mathematics and a Master of Science Degree in Operations

Research from the College of William and Mary in 1991 and 1992, respectively.
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I. Purpose of Testimony

The purpose of this testimony is to provide information supporting the
establishment of Parcel Select Return Bulk Mail Center (RBMC) and Return
Delivery Unit (RDU) services as permanent rate classifications. | will discuss
what the Postal Service has learned from the Parcel Return Service (PRS)
experiment during the past two years, estimate FY2006 volumes by service type,
and summarize the request for permanent PRS classifications. There are no
workpapers or library references associated with this testimony. Witness Miller
(USPS-T-2) and Witness Koroma (USPS-T-3) generally rely on my testimony
regarding the product description and policy, as well as the volume projections

developed in Section IlI.

Section If of this testimony addresses the findings from the PRS
experiment. The experiment has met Postal Service expectations and validated
assumptions about how the service would work. We found that the operational
concept is sound and verified that the procedures for handling returned parcels
function well. We made minor modifications that improved the product fiow and
made the service easier to use. Volume growth confirms market interest and
indicates that Parcel Return Service can be a valuable addition to our product
fine.

Section H! of this testimony addresses market factors that support the
volume projection for Fiscal Year (FY) 2006. The volume for PRS has grown
over the course of the experiment. As expected, there is some seasonality to the

volume, but the total volume in year two of the experiment is nearly twice that of



10

11

12

13

14

15

16

17

18

19

20

21

22

23

31

year one. Based on my understanding of the market, | expect significant growth
to continue in FY2006.

Section IV provides a synopsis of the Postal Service’s proposal for a
permanent classification. Based on the findings over the course of the
experiment, the Postal Service proposes that the Parce! Select Return Service—
Return Delivery Unit (RDU) Rate Category and the Parcel Select Return
Service—Return Bulk Mail Center (RBMC) Rate Category become permanent
classifications, and that Certificate of Mailing service be made available for
purchase with this service. Because no participant has chosen to use the Bound
Printed Matter Parcel Return Service, the Postal Service is not seeking a

permanent classification for this category.

1. FINDINGS FROM THE EXPERIMENT

A. The Market Has Embraced the Service

The catalog and online retail market is searching for quick, easy,
convenient, no-postage-required options for when their customers need to return
merchandise. tis in the interest of merchants to improve the overall retum
process in order to encourage sales, and PRS provides a mechanism for that
impravement. All of the merchants currently using this product do so through a
third party, either a consolidator or returns management company. These third
parties are providing value-added services including: generating email messages
on behalf of the merchants as a device for buiiding customer loyaity; the

redirection of returns to locations selected by the merchants; and providing
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information that helps the merchant manage inventories. They can also help
smooth the otherwise unpredictable volume fiow to the merchant, and better use
their transportation capacities, since they may be dropping off outgoing packages
at the PRS pickup facilities. The two current participants in the experiment
represent scores of merchants and have handled over 13 million PRS returns for
their clients. The Postal Service, by virtue of its extensive network, is well-
positioned for a role in this returns process.

The experiment allowed for up to 30 participants in the second year to
account for the possibility that merchants might want to use the service directly
and not through a third party. None chose to do so; instead, the many
participating merchants are using one of the two current third-party participants.
The small number of participants in no way contradicts the market's embrace of
this product.” These companies are continually seeking new clients, and are
having success in so doing. There is also the possibility that additional third-
parties will become PRS participants.’

Although the Postal Service expected RDU adoption to be slower than
RBMC adoption, it ultimately had to wait until the spring of 2004 to enable RDU,

consistent with the agents’ readiness to use the service.> Both PRS participants

' Actual RBMC volume in FY05 of 8.6 million was 84 percent of the volume
estimated before the experiment began. Docket No. MC2003-1, USPS-T-3 (10.2
million).

2 Mergers and acquisitions in the consolidator industry also limited the number of
actual and potential third-party users.

* As a resuit, RDU volumes have been below what was originally projected. RDU
usage is expected to be entirely through third parties.
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were using the RDU option by November 2004. The service is expanding to
more delivery units as locations are identified that meet agents’ expansion
efforts. As these efforts continue, volume is expected fo grow closer to the
amount originally forecast and even exceed it.

The experimentatl classification for Bound Printed Matter (BPM) Parcel
Return Service has not been used. Therefore it is not included in the proposal
for a permanent classification.

B. The Service is Operationally Feasible

As reported in the interim reports filed with the Postal Rate Commission,
the process flows that evolved during the experiment generally match those
outlined in the filing for the experimental service.* Label modifications have
improved operations and made the service easier to use for the merchants. The
original ptan called for assigning 21 unique, geographic-specific Z!P Codes for
each BMC service area for the program. However, the Postal Service decided
that it was more efficient to assign each participant a unique ZIP Code beginning
with the prefix 569. Each BMC added the unique ZIP Codes to its sort plans. In
many cases, the volume justified a unique runout, as described in witness Miller's
testimony (USPS-T-3).

The original PRS label included the city and state of the BMC’s physical
address and the participant's unigue 589 ZIP Code. Early in the experiment, it

became apparent that this label could cause confusion. Employees noticed that

* See witness Miller's testimony (USPS-T-3) for a more detailed description of
differences.
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the first three digits in the ZIP Code did not match the location of the BMC, and
occasionalty modified the label to correct the perceived problem. This
shortcoming of the original label was remedied by removing the city and state
and replacing it with a generic address block that simply states the agent's or
merchant's name, the words “Parcel Return Services” on one line and the words
“Bulk Maii Center” on the next line along with the appropriate 568 ZIP Code for
the participant. This had the added advantage of routing the return to the BMC
serving the area where the parcel was entered. Occasionally, eépecially near
BMC service area boundaries, a parcel may be entered in the service area of a
BMC other than the one that would have been identified on the label.

A similar situation occurred with the original RDU label. The label included a
specific facility address (including the street address, city and state) near the
consumer's address. Later, the Postal Service and a participant tested a generic
label that did not include the specific facility address, instead simply stating the
merchant’s or agent's name, "Parcel Return Services” on one line and the words
“Return Delivery Unit” on the next line along with the agent's unique 569 ZIP
Code. This generic label proved to be easier for merchants to reproduce and just
as likely to be identified and captured at an RDU. Any post office that has been
activated as an RDU can now trap and scan PRS pieces regardless of whether
that delivery unit is the one that serves the consumer (and would have been
listed on the label). Moreover, by removing the specific RDU address, we
removed the possibility that a parcel not trapped at an RDU would somehow find

its way back to the delivery unit, or "backflow” from the BMC. Instead, the parcel
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will be trapped at the BMC and will be charged the RBMC rate. In summary, the
labeling was greatly simplified by removing specific street addresses, and adding
a generic address block that streamlines processing. This label allows more
readily for pieces to be handled efficiently regardiess of where the consumer
enters the return into the mailstream.

Another [abel modification involved merging the RBMC and RDU labels into
one PRS label by removing the need to designate the different services either in
text or service type codes in the barcode. To participate in the service at a
specific delivery unit, participants send a form (PS Form 3801 - Standing Delivery
Order) to the delivery unit authorizing the unit to release the mail to a specified
agent. If a delivery unit does not have a Standard Delivery Order for a given
participant, the piece simply flows through the delivery unit and on to the BMC
where it is trapped and picked up by the agent. The generic label also allows for
the PRS piece to flow to the BMC in the event the piece is entered in a location
that bypasses the delivery unit (and hence cannot be trapped there.)

The overall impact of the iabel modification was positive: PRS parcels not
captured at RDUs are captured at the BMC,; RDU parcels cannot backflow to the
post office; and new RDUs can be activated without causing the merchants to

change the label type that they provide to their customers.

fll. VOLUME PROJECTION IN FISCAL YEAR 2006
A number of factors indicate that the number of returns, regardless of the

parcel carrier used, is continuing to grow. In 2003, an estimated 34 million
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households shopped online. This number is projected to grow to 63 million by
2008.° Revenue from online sales grew 24 percent in 2004 and is expected to
grow by a similar percentage in 2005 (excluding travel sales).® As online and
catalog sales grow, so does the number of returns. For example, the return rate
for onfine appare! purchases is approximately 35 percent, compared to only a 6
percent return rate of retail apparel purchases.” With respect to PRS, in FY2004,
4 4 million parcels generated $13.3 million in revenue for the Postal Service. In
FY2005, PRS volume was 8.8 million parcels, and generated $25 million.?
Based on the expectations of the current participants, and the possible addition
of new agents in the future, { project significant growth for PRS in Test Year
2006. Specifically, 1 estimate 12.8 million Parcel Select Parcel Return Service
pieces. Of this, | project one-quarter, or 3.2 million pieces, will claim the RDU

rate. The remaining 9.6 million will claim the RBMC rate.

> The State of Retailing On-Line 8.0: A Shop.org Study Conducted by Forrester
Research. (www.shop.org).

® The State of Retailing On-Line 8.0: A Shop.org Study Conducted by Forrester
Research. (www.shop.org).

7 Going Backwards: Reverse Logistics Trends and Practices. Rogers, Dale S.,
Tibben-Limbke, Ronald S., Forester Research.

® Volume information was not reported in the bi-annual, interim reports submitted

to the Postal Rate Commission because there were fewer than three participants.

However, the two participants have agreed to allow the reporting of overall
volumes in this proceeding in order to support the request to make Parcel Retumn
Service a permanent classification.
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V. SUMMARY OF THE REQUEST THAT THE SERVICE CONTINUE

Through the PRS experiment, we have verified that the procedures for
handling returned parcels function well, or have been modified to make them
work better. We have also gained insight into the cost models tised to establish
the original pricing for the service. Customer participation confirms market
interest in the service. Based on this knowledge, we would like the service to
continue. Specifically, both the Bulk Mail Center and the Delivery Unit options of
Parcel Select Parcel Return Service have garnered significant customer interest.

During the experiment, consumers were unable to purchase extra services
for their returns, though | understand that, at times, some consumers wish to
purchase a service that indicates that they have indeed mailed the return. To
provide for these customers, | propose that Certificates of Mailing service be
made available to consumers.®

Witness Koroma (USPS-T-3) provides the specific classification changes

that the Postal Service is requesting.

® Some consumers may also seek insurance, but, since the Postal Service does

not maintain custody of the parcel returns for the entire trip back to the merchant,

we do not propose to offer insurance. Also, the label includes a barcode and
human-readable code that can provide delivery information on usps.com, which
makes offering Delivery Confirmation superfiuous.
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POSTAL RATE COMMISSION
DOCKET NO. MC2006-1
PARCEL RETURN SERVICE

|, Sharon Daniel, hereby declare under penaity of perjury that:

The Direct Testimony of Sharon Daniel on Behalf of the United States Postal
Service, denominated USPS-T-1, was prepared by me or under my direction;

Were | to give this testimany orally before the Commission, it would be the same;

The interrogatory responses filed under my name, and designated for inclusion in
the record of this docket, were prepared by me or under my direction; and

Were | to respond orally to the questions appearing in the interrogatories, my
answers would be the same.

Aok Deers

Sharon Daniel
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United States Postal Service

Samuel J. Koroma
(USPS-T-3)
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OCA/USPS-T3-1. The following interrogatory refers to your WP-PRS-6. In footnote 1],
the second calculation referring to the Balloon row refers to *(Proposed Parcel Post
Rates (WP-PRS-3, ...)." Please confirm that the WP-PRS-3 should be WP-PRS-2. If
you are unable to confirm, please explain fully.

RESPONSE:

Confirmed.
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OCA/USPS-T3-2. The following interrogatory refers to your WP-PRS-6, items 4a, 4b,
4c and 4d. Please provide a copy of the Base Year RBMC zone distribution used in
developing your estimated distributions for “PSRS RBMC” volumes.

RESPONSE:

WP-PRS-6 refers to RDU cost savings calculations by weight. There is no reference to
items 4a, 4b, 4c, and 4d in WP-PRS-6. However, assuming you are referring to items
4a, 4b, 4c, and 4d in WP-PRS-1 which describes RBMC zone distribution, the “Base
Year” RBMC zone distribution is calculated from WP-PRS-3, which is a volume

distribution for the most recently available 4 quarters.
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OCA/USPS-T3-3. Please update your workpapers to reflect the Postal Rate
Commission’s R2005-1 Opinion and Recommended Decision. If your workpapers are
not impacted by any of the Commission’s decisions, please so state and provide an
explanation.

RESPONSE:
Updated workpapers are attached. My workpapers are not affected by the
Commission’s recommended decision with the exception of differences in volume

forecast. Even though both the recommended rates and the rates proposed in this case

are the same, this difference in volume forecast affects the calculated revenue.



Updated Workpapers in Response to OCA/USP$-T3-3 and 6b

Workbocok Tab Designation
Inputs

Proposed Parcel Post Rates

Current Volumes

RBMC Forecast

Volume Distrioution

RDU Regular Size Savings Calculation
RBMC Regular Size Savings Calculation
QOversized Cost Savings

Current PRS Rates

Proposed PRS Rates

Projected Revenue

Revenue Impacts

Financial Summary

Table of Contents

Waorkpaper
WP-PRS-1
WP-PRS-2
WP-PRS-3
WP-PRS4
WP-PRS-5
WP-PRS-6
WP-PRS-7.
WP-PRS-8
WP-PRS-0
WP-PRS-10
WP-PRS-11
WP-PRS-12

WP-PRS-13

Workpaper Title

Major Input Assumptions for Proposed Rate Schedule Delermination
R2005-1 Proposed Intra-BMC Parcel Post Rates
Distribution of Current Pieces by Zone and Weight
RBMC Forecast Volume Distribution

R2005-1 TYAR Volumes

Calculation of RDU Cost Savings by Weight
Distripution of RBMC Cost Savings by Weight
Oversized Mait Savings Calculation

Current Parcel Select Return Service Rates
Propesed Parcel Select Return Service Rates
Projected Revenue

Revenue Impacts

Financial Summary

Warkbook Tab. Contents
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NTotal Estimated PSRS Volume 11

3,604,796

HiNonmachinablas Share of Total PSRS Volume [2] 0.05563
[IEstimated PSRS RDU Volume [3] 0
Estimated Zone Distributions for PSRS RBMC Volumes
Zones 182 {4a] 75.7%
Zone 3 [4b] 15.0%
Zone 4 [4¢c] 7.3%
Zone 5 {4d] 2.0%
1 Unit Transportation Cost Impacts ($/Cublc Foot)
RDU Return Parcels (Compared to Local Intra-BMC) {5] -52.442
RBMC Machinable Parcels {Compared to Zoned Intra-BMC) [6] -$2.212
4 Unit Non-Transportation Cost Impacts ($/Piece}
RDU Return Parcels {Compared to Intra-BMC Local)
Machinable Parcels 7} -$1.233
Nonmachinable Parcels 8] -$4.600
Oversized Parcels 91 -$11.126
RBMC Machinable Parcels (Compared to Intra-BMC)
Machinable Parcels [19] -$0.482
Nonmachinable Parcels [11] -51.002
Ovaerslzed Parcels [12} -51.536!
Barcoding Cost Savings ($/Piece} [13] $0.03
Average Cubic Feet Per Pigce
RDU and RBMC Return Parcels
Machinable Parcels [14) 0.425
Nonmachinable Parcels [15] 2777
Oversized Parcels [18) 7.938

USPS-LR-K-115 (Sheet PP-12): TYAR Volumes

P1Share of Nonmachinable PRS Pieces from FY2004 RPW.

] USPS.LR-K-115 ($heet PP-12): TYAR Volumes

IIRBMC zone distribution based on Base Year Volumes.

USPS-T-2, Attachmant E, page 1, Column 1, RDU Parcels

51 USPS-T-2, Attachment E, page 1, Column 1, RBMC Parcels

LPIUSPS-T-2, Attachment A, RDU Machinable Parcels, Column 7 - Column 4.
BlUSPS-T.2, Attachment A, RDU Nonmachinable Parcels, Column 7 - Column 4.
BlUspPs-T-2, Attachment A, RDU Oversized Parcels, Golumn 7 - Column 4.
PILSPS-T-2, Attachment A, RBMC Machinable Parcels, Celumn 7 - Column 4,
USPS-T-2, Attachment A, RBMC Nonmachinable Parcels, Column 7 - Column 4.
USPS.T-2, Attachment A, REBMC Oversized Parcels, Column 7 - Column 4,
Docket No, R2005-1, USPS-LR-K-46

USPS.T-2, Attachment E, page 1, Column 2, Machinabie Parcels.

.2, Attachment E, page 1, Column 2, Nonmachinable Parcels,
USPS-T-2, Attachment E, page 1, Column 2, Oversized Parcels.

Warkbook Tab: Inputs



Intra-BMC Pieces'"
Waight Wealght
{Pounds) Local (Zones1&2| Zonel Zone 4 Zone 5 [{Pounds)| Local [Zones t1&2| Zoneld | Zoned | Zeone §
1 296 32 315 3.21 1.3 36 875 857 110.51 1119 1210
Z 330 3r2 375 283 3.64 37 5.79 8.66 10.60 128 1218
3 363 430 433 443 455 38 §.84 a.73 10.70 11.35 12.26
4 393 45 487 4.67 5.12 39 6.91 B.8% 10.80 1141 12.33
& 421 469 5.28 543 5.64 40 6.97 8.86 10.88 1148 12.41
i 4465 4 86 567 581 611 41 703 B.Y96 10.99 1154 12.48
7 4 60 502 6.00 6.'6 6.55 42 7.08 501 11.07 11.62 12.54
& 470 562 6.30 5.47 6.96 43 7.14 9.07 11.15 11.68 1260
k] 481 575 6.56 6.80 7.33 44 7.2 9.15 11.24 11.74 12.65
10 491 593 688 710 7.67 45 7.25 9.20 1.3 11.91 12.70
11 500 6.07 710 7.38 7.99 46 7.29 9.30 11.40 11.96 12.75
12 510 6.23 73t 7.85 8.29 47 7.36 5.37 11.47 12.02 12.81
13 5189 & 37 748 791 8.57 48 741 9.42 11.56 12.06 12.86
14 227 649 761 817 8.83 49 7.45 .50 11.64 12114 1291
15 538 b 61 779 538 9.09 50 7.50 953 11.71 1215 12.96
16 545 672 7.97 8 80 $8.32] 51 7.57 962 1.77 12.21 13.02
17 551 6 86 814 8.83 9.54 52 7.60 9.69 11.88 12.25 1307
8 554 696 825 9.03 g74 53 7.65 9.72 11.83 12.28 13.12
19 565 108 845 922 994 54 772 9.78 11.97 12.33 1318
20 574 713 460 435 1012 55 717 9.84 12.02 12.38 13.23
21 HEl 728 8715 455 1038 56 7.80 q4a1 12.06 1243 13.28
22 587 740 87 970 10 48 57 7.85 3.98 12.08 12.45 13 33
23 H 4 748 9 04 Y B4 1061 58 f91 10.03 1212 12.49 13.39
24 631 758 917 aur 1077 59 7.96 009 32.15 1263 1344
25 608 7 66 9 3% 1010 e 60 7.98 .16 12.18 12.55 13.49
26 613 777 941 1023 i1.05 61 8.07 10.22 12.22 12.60 13154
27 620 7 8h 955 1045 AR 62 8.09 10.28 12.25 12.66 1360
23 6 26 793 q968 1045 1130 63 815 10.33 i2.27 12.73 13.65
29 633 & 02 987 13 8t 1141 64 8 20 039 12.29 12.79 1370
30 641 8.1 991 1067 11,52 €5 8.24 10.45 1233 12.85 13.7%
31 6 46 819 994 10.76 164 66 8.27 10.52 12.35 12.92 1381
32 6.51 828 10,17 1087 1173 87 §.35 10.58 12.38 13.00 13.86
31 6 54 8 35 10,2z 13,95 1184 68 8.39 *0.60 12.40 13.04 13.91
34 64 843 10 3t 1104 Y192 &9 840 10.68 1242 1311 1397
35 5 69 8.50 10.42 1112 1202 70 841 10.73 1245 13.18 14.02
Balloon 535 6.61 7.79 6.39 .09
COversized 25.06 36.33 36.67 37.40 3850
Discounts and Surcharges (Per Pisca)
& ri|Nonmachinable Surcharges
Intra-BMC 142
Barcode [iscount a0n
[1] Pieces weighing over 35 pounds must automatically add the nonmachinable surcharge.
Source: Docket No R2005-1, USPS-T-28, Exhibit 284

Workbook Tab Propused Parcel Post Rates
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Forecast

Volumes!"
[A]
RBMC
Zones 182 2,729,679
Zone 3 540,862
Zone 4 261,462
Zone 5 72,793
Total 3,604,796

&l

Calculation:

[Aa] to [Ad] = (WP-PRS-1, Inputs [4a] to [4d]) *
{Input [1] - Input [3]))

[Ae] = Sum of {Aa] to [Ad]

Workbook Tab: RBMC Forecast
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a Projected Projscted
i 3 ROU-Volume- RDU-Vohme-
R Walghted Walghted Non- Balloon- | All Regular-
t B Intra-BMC Intra-BMC Machinabls | machinable Rate Size Pieces
;“ .i Weight | Local Revenue | Weight | Local Revenue Pieces Pisces Pisces Combinsd
: {Pounds) [A] {Pounds) [A] [B) I€] [D) E]
1 0 6 v
2 ¢ 37 o
k) o 38 o
3 o 39 c| [a] | Average Cubic Feet Per Piece 0.425 2777 2777
& 4] a0 0
] o 41 0§ [b] | Transportaton Savings (3 Per Cubic Foot) 2.442 2442 2.442
1 7 o] a2 0
z. i a Q 43 a] [c] | Transpenaton Savings {§ Per Wi Avp. Piece} 1.028 6.781 §.781 1.367
. H S [} 44 o
Lo T 10 a 45 o[ 4] | Non Transpartation Savings ($§ Per Piece) 1.233 4 600 4 600 1.420
- i 11 o| 4 o
Do A 12 0 a7 0] [#] | ROU Projectsd Reguiar-Sized Volumes 0 Q - W)
: 3 1 of 48 0
I : 14 [¢] 49 ¢l M | Total RDU-Volume-Weighted Revenus
) 19 o 50 o Using Benchmark {intra-BMC Local) Rates: 4]
4 5 0 51 o
. i 17 o 52 o} [9) | Weghted Avarage Benchmark Revenue Per Piece 3.489
7 i 13 o 53 0
13 ] 54 o] th) | Weighted Average Savings Fer Piecs 2778
H 22 0 55 a
P 24 0 56 o] 0] | Proposed Price 241
i 22 0 57 0
i i 23 0 58 o
. 3 24 ] 59 i
: 4 25 0 80 0
: 26 o 81 0
27 [ &2 ]
i 28 0 63 0
29 0 64 ]
Bl o 65 qa
n [} &6 0
2 4] &7 i
Je
33 [} 68 0
_}P 34 Q 6% Q
¥ 35 a 0 [l
Balicon -
1] Caiculaton Column {A] rows 1 Pound 1o 70 Pounds = {Proposed Parcel Post Rates (WP-PRS-2). Intra-BMC Locai Rale by weight) ©
st {Current Volumes (WP-PRS-4] RDU pieces by weighl)
L, : Calcuialon  Coiuma (A} Balloon row = (Proposed Parcel Post Rates (WP-PRS- 3. Inra-BMC Local 15-pound Rate) *
[ & (Current Volumes [WP.PRS-41. RDU Balloon pieces)
3¢ Y Source [Ba] (WP-PRS-1_Input [14])
¥ |Ca). [Oa] (WP-PRS-1 wnput [15])
4 [Bb| @ {Db) (WF-PRS-1_tnpul (5]
K Caiculalion Row [c], Columns [B| o [D] = Row [a] " How [b), Columns [B] to D)
p [E¢] = ([BcPlBe] + [Cl[Ce] + [Dal'[Dei: ! {Ee]
,‘I“M ;? Source [Bd] PWP-PRS-1, 4nput [7]}
¥ |G}, [D0) (WPPRS-1 -Input 18]}
el Cakulation [Ed) = [[BaY[Be] + [Cd[iCe| + Dl (=] / |Ee
£24 Calculabon [Be] = (WE-PRS. 1. tnput [31) " (1 - (Current Volumes (WP -PRS-3). Sum of RDU Balloon and Oversize volumes) !

-k E

i LE Calcutanen
? i3 LCalkculaion
Caloula:ion

Calcutaion

{Currenl Valumes (WP-PRS-31 Tolal RDU volume) ) * {1- WP-PRS-1_inpul {2])
(Cel = [Be] /{1 - {(WP-PRS-1 tnpul [2]) " (WP-PRS-1 Inpul [2})
[De] = {WP-PRS-1 Inpul {3]) * (Currenl Volumes {WP-PRS-3). RDU Balloon volume] /
{Cuwrrent Velumes (WP-PRS-3). Total RDu voure)
[Ee] = Sum of [Be], [Ce]. [U8]
[Ef} = {Sum of Calumn {A]. Rows 1 pound 10 Balloon)
[Egl = [Ef] / {Current Volumes (WP-PRS-33. Sum of RDU volumes for 1 pound to Balloon)
(En) = {Ec] + |EQ]
[Ey] Input [17]* Current PRE Hale for RDU 132 00,

Warkbewk Tak: RDU Sawings Calculahon
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Raturn BMC Return BMC
All Zonas All Zones
[A]
Savings'"
Nen- Transpodation (Per Plece) 04820 1.0020
] Transportaton (Per Cubic Foot 2.2120 22120
Cubic Feat Per Piice 0.4350 210
| Calculation of Savings'“
Machinabis HNonmachinable Nonmachinabie Placas Placas
Ratum BMC Ratum BMC Return BMC Waighing Waighing Balloon-Rate
Walght All Zones All Zones Weigh All Zones 1 to 35 Founds | Ovar 35 Pounds Pleces
{Pounds) 141 ) {Pounds) 18] €] | €]
1 1292742 360,542 36 697 RBMC
2 1622601 477.642 ar 672
3 866.736 255,140 38 861 | [d] Calculatad Savings 6,266,301 7.847
4 429732 126.499 s 795
5 225248 66.306 40 525 | [e] Totat Pieces 3.603.726 1.070
6 127 642 37.574 al 402
7 79841 23523 42 426 M Average Savings/Pisce 1.738 1145
L 52303 15396 43 246
9 35365 10,410 4a 3z
10 26.011 7657 45 148
1" 19.007 5.595 a6 164
12 14,285 4,205 47 156
13 11,302 3.327 48 164
14 8,255 2430 49 156
15 5 901 1,737 50 205
16 5048 1486 o1 164
V7 3663 1.078 52 a0
18 2738 BGE 53 28
% 2254 664 54 131
20 1828 a37 55 82
i 1,388 408 56 115
: 22 1261 mn 57 139
i 23 1.060 12 58 115
24 689 203 59 az
25 701 206 &80 49
26 589 173 B1 74
27 518 152 62 66
28 462 136 63 90
29 455 134 64 66
30 347 02 BE 25
§ 330 97 BE 74
32 247 73 67 41
az 212 B3 68 57
4 213 63 69 o0
35 165 49 70 66
Balgon -

Source |Ag] WP-PRS-1 -input [10)
[Ba} WPPRS-1 -Input {11}
[Ab).[Bb) WP-PRS-1, -nput |6]
|Ac] WP-PRS-1. Inpul {14]
{B¢] WP.PRS-1 . Inpul {15]
Cakuiston  Column [4), pounds 1 1o 35 = {|Aa] + [Ab][Ac); * (RBMC Valume Distribution (WP-PRS-8), RBMC Tolals, pounds 1-35
{1 [RBMC Volume Distributon (WP-PRS-6] RBMC Nonmachnable share under 36 pounds))
Coturmn [B], pounds 1 to 35 = 1{Baj + (Bb)"[Bc]l * (RBMC Volume Distributien {WP-PRS-6), RBMC Totals. pounds 1-35)
* {RBMC volurmne Distributon (WP-PRS-6). RBMC Nonmachinabie share under 36 pounds]
Column [Bf. pounds 36 o 70. pius Batioon = ({Baj + {Ba][Bci ~ 12BME Volume Distribution {WP-PRS-8), RBML Tolals, pounds 36 to 70, plus Balioon)
Cacwabon [Cd] = (Sum of Columns 4] ang |B], pounds 1-35;
ICal = (Sum of RBMC Volume Distributon (WP-PRS &), RBMC Totals Columin. pounds 1-35+
C1) = iCa)  [Ce]
Source [Caj. [Ch) 1Assumed)
Calcurabor [Bg] = {Sum of Column [B] pounds 36-70;
1De} = {Sum of RBMC Volume Disinbution {WF-PRS6). RBMC Totals Column, pounds 36-70)
[Df] = {Dd] /{0e)
Souce |Cg]. [Oh} (Assumed)
Caiculahor  [Ed] = {Calumn (B8], Balloon row)
{Ee] = (RBMC Volume Distribution {WP-PRS ) RBMC Totals Column, Balloon ow}
(e} = {Ed]/ |Ee]

Workbook Tab REKG Savings Calculatinn
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Unit Cost
Savings!'"
1A]
RDU Savings
Non-Transportation (Per Piece) $ 11.126
Transportation (Per Piece) 3 19.385
Total $ 30.51
RBMC Savings
Non-Transportation {Per Piece) $ 1.536
Transportation {Per Piece) $ 17.559
Total $ 19.09

Source: [Aa): (WP-PRS-1, input [3])

Calculation: [Ab] = (WP-PRS-1, Input [5] * Input [16])
Calculation: [Ac] = ([Aa] + [Ab])

Source: {Ad): (WP-PRS-1, Input [12])

Calculation: [Aeg] = (WP-PRS-1, tnput [6] * Input [16]}
Calculation: [Af] = {[Ad} + [Ae])

Workbook Tab: Oversized Cost Savings
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tSummary of Revenue Impacts!
]

PSRS RDU
P5RS REMC

o
(3.274.190)

Return BMC Revenue Impact Detail™

RBMC RBMC RBMC RBMC RBMC RBMC RBMC REBMC
Waight Zones 1&2 Zone 3 Zone 4 Zone 5 Weight Zonea 182 Zone 3 Zone 4 Zons §
{Pounds) Al _18] [€] | (Povnds 1A] I8 (5] o]
1 (845,710 [148,323) 163,574} (15,731 36 158) (16} 3} 1B}
2 (B44,352) (167.353) (71,658} {13,760 37 (58} {11) (1) (5)
3 {457 491) (86,159) {36,084) (6.348 38 (70} (24) {13) (4)
4 {225.924) {43,825) {18.001) (3,143, 39 (87) 21) 112) (4}
5 {118.278) {22.873) (9.529) (1.800)| 40 (43) (24) &3] -
3 (66.763) 113.168) (5.473) {1,048) 41 (26) (13) 42) 3)
7 (41.167) (8.567) (3,640} (757 42 {30) (16} (10) {3)
8 (26.844) (5.586) {2.372) (539 43 125) 5) &l -
9 (17.B41) (3.897)] {1.638) (382, 44 (30} (11) {5} (1Y
10 113.003} (2.863) [1.247) (313 45 (18) (4) () (1)
11 (9.344) {2.272) (986) (247) 46 (15} {5) (2)| (2)
12 (7081} {1,683} (700} (185) 47 1 {4} (4) .
13 (5.550) (1.330) (558) (195, 48 16} 9} 1 -
14 (3.547) (1.015) {443} (142) ag (18} 3 (34 {1}
15 (2.871) (875} {348) (103) 50 (24) (5), 4} -
16 {2 355} (837) 301} {101) 51 (23) (3) {1 -
17 {1 721) [449) (209) (81) 52 (17} (4)] - -
18 {1343) (314} (142) (50} 53 (9 {6) (3) -
15 (1.030} (289) {131} (61 54 [l %) (3} n
20 871 (215) (105 (45} 55 (12 3) - -
21 1642) (183} (70} (39) 56 (12) 8] - n
22 1586} (158) 65) 144)) 57 {17} @) &3] -
23 1477 {155} 150) (29) 58 (9) {9) (3) -
24 1307) 194} 143) (23 59 8} {8) 3 -
25 1297} RE3 45} (18 50 (8) 13) - -
26 (286) (671 (27 [R1:3] 61 (14) - - -
27 1241] 158} {341 134 82 (1M - (2) -
28 212} 67} (27} 7)) 63 {15) {2} 2)
29 263} 71y 126) M 64 112) (2 - -
30 1166) (39 21 3 65 3) . (2)]
kAl (138) (40) 3 {13y &6 (14) 2) -
3z 1123 {19) an (7) §7 (7} - {2)
33 (90) 13y (16) @) 68 N 2 (4)
34 {101} (26) {81 {7) 68 {18} 2} . -
35 {74} i21) 131 4) 70 {13 12} - -
Baltooh - - -
Oversizad - - -

d11] Calculation  [Aa] = (RDU Sawings Caleulabion (WF.PRS-6). [Eel) *
{Proposed PRS Rales (WP-PR3-10¢ 1-pound rale -
RO Sawvngs Calculation (WP-PRS-6). [Eg)l +
(WP-PHRS-1. Input |3] - (RDU Savings Calculauon (WP-PRS-T) [Ee]); *
{Froposad PRS Rales (WP-PRS-10] RDU Oversize Rate -
Proposed Parcel Posi Rales (WP-PRS-2;. inira-BMC Local Oversize Rate|
r JAD) = Sum of Columns [A] 1o D). 1-pound row lo Oversized row
121 Calcutaton  Columns [A] to (D). 1-pound t 35 pounds. and Oversize row =
{Propesed PRS Rates {WP-PRS-10). Columns [B] ta [E]
Propased Parcel Pos| Rates (WP-PRS5-2|, Intra-BMC Zoned Rates] ®
(Volume Distnbution iWP-PRS-5;. Return BMC Pieces Zones 11a 5)
Calumns [A] to [D). 36-pounds lo 70 peunds =
{Parcel Select Returns Rates (WP-PR35.10), Columns [B| ta [E] -
Prapased Parcel Post Rates (WP-PRS.2) (Intra-BMC Zoned Rates +
Intra-BMC Nonmachinable Surcharge; *
{ Valuma Distnbution (WP -PRS-6). Return BMC Preces Zones 110 &)
Columns {A] 1o [D]. Balloon row =
{Pioposed PRS Rates (WP-PRS-10), Ceoly 8] 10 {E). Balloon row -

Proposed Parcel Post Rates {WP-PRS-2) intra-BMC Zoned 15-Pound Rates) *

(Voluma Thsinbubion (WP-PRS-5), RBMC Balloon Pes . Zanes 1to 5}

Workbgok Tab Revenue Impacts



-4
Py Projected Revenue Savings
volume ™ Revenue? |Cost Savings P!l Reduction ™ | Passthrough
[A] [B] [€) [0} [E]
| Parcel Select
i1 RDU 0 $0 $G 11/] 0.0%

j- HO " RBMC 3,604,796 $11,059,465 $6,376,076 $3,274,190 51.4%
I i
T
i
P
b |[Notes
: i
‘E R (1] Source: [Aa]: (WP-PRS-1, Input [3])
gt [Ab): RBMC Forecast {(WP-PRS-5), [Ae]
£ BBi(2] Calcuiation: [Ba] = (Projected Revenue Calculation (WP-PRS-11), [Aa)

¥
b i {Bb] = (Projected Revenue Caiculation (WP-PRS-11), [Bb)
P [3] Calcuiation: [Ca] = {RDU Savings Calculation (WP-PRS-T}, [Ee] *
. j {RDU Savings Calculation (WP-PRS-6), [Ec) + [Ed]) +
% i ((WP-PRS-1, Input [3]) - (RDU Savings Calculation (WP-PRS-6), [Ee])) "
i (Oversized Cost Savings (WP-PRS-8}, [Aa] + [Ab])
[ Calculation: [Cb} = (RBMC Savings Calculation (WP-PRS-7), [Cd] + [Dd] + [Ed]) +
P {REBMC Savings Calculation (WP-PRS-7), [Ce]) * (WF-PRS-1, input [£3]} -
f B i {1 - Valume Distribution RBMC (WP-PRS-8), RBMC Nonmachinables share < 35 pounds) +
t : {Oversized Cost Savings (WP-PRS-8), [Ae] + [Af)) *
[ -3 (Yalume Distribution RBMC {WP-PR5-6), RBMC Total column, Oversized row)

[d] Scurce: [Da] to [Db): Revenue Impacts (WP-PRS-12), [Aa] to [Ab]

[5] Calculation: (D] = [D] / {C]

Workbook Tab: Financial Summary
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OCA/USPS-T3-4. Section 561 of the DMCS states that the list of ancillary services
(which includes the certificate of mailing) are available to Package Services mail, except
for Parcel Post mail entered under the return services sections 521.27 or 521.28.
Please confirm that the proposed change to the DMCS to add section 562 providing for
a Certificate of Mailing service for Parcel Select Return Service, as shown in
Attachment A, page 3 of the application herein, is not also reflected, but should be
reflected, in the DMCS language for section 561. If you do not confirm, please explain.
RESPONSE:

In our proposal, Section 560 was split into sections 561 and 562 in effort to clarify that
Parcel Select Return Service (PSRS) is different from other Package Service
categories, because the only ancillary service available for PSRS is Certificate of
Mailing. Since the heading of section 561 specifically says “except for Parcel Select
Return Service”, technically there may be no need to note that Certificate of Mailing is
available for PSRS in that section, especially since Section 562 follows immediately and
states that Certificate of Mailing is available for PRS. Nonetheless, as evidenced by the
interrogatory, this appreach to the DMCS may not be as clear as it should be. The text
of section 561 {rather than its title) would imply that Certificate of Mailing is not available
for PSRS. One solution would be to amend line b by adding “(See Section 562
regarding availability for Parcel Select Return Service)’. Another solution would be to
keep section 560 intact, as in the current DMCS, but change the leading paragraph to
read: “Package Services mail, except Parcel Select Return Service mail entered under

sections 521.27 or 521.28 (which is eligible for Certificates of mailing only),...." This

solution would seem to be the simplest and clearest approach.



OCA/USPS-T3-5. If you confirm OCA/USPS-T3-4, above, please indicate whether
addition of the language in DMCS section 561 “(subject to section 562)" after “521.28"
would satisfactorily remove the potential for confusion by an inconsistency of the
proposed language in section 562 with section 561. If you do not confirm, please
explain.

RESPONSE:

See my response to OCA/USPS-T3-4.

58



OCA/USPS-T3-6. In the Postal Rate Commission's Docket No. R2005-1 Opinion and
Recommended Decision, Appendix G, page 17 shows PRS Test Year revenue of
$11,219,443. Your workpaper (WP-PRS-11) shows total FY2006 forecasted PSRS
RDU revenue of $6,752,195 and PSRS RBMC revenue of $28,418,984, or total PSRS
revenue of $35,171,180.

a. Please explain the reasons for the differences.

b. Please update your workpapers to reflect the Commission’'s Test Year

volumes and revenues for PSRS parcels.

RESPONSE:

a. Since the rates in the Opinion and Recommended Decision are the same as
those proposed in this case, the difference in the total revenue calculation is
driven by volume forecast differences. In the omnibus rate filing, a simplifying
assumption was made regarding PRS volume. A moare specific volume
projection was made in this docket by witness Daniel. See witness Daniel’s
testimony, MC2006-1, USPS-T-1, Section |l for a detailed explanation of Fiscal
Year 2006 volume projection.

b. Please see my response to OCA/USPS-T3-3. Using the TYAR volumes from the
Postal Rate Commission’s Recommended Decision in Docket No. R20056-1, my
workpapers generate a revenue calculation of $11,059,465. This figure is
different from the figure presented in this interrogatory ($11,219,443) because
the nonmachinable surcharges are calculated differently. The Commission’s
figure relies on the nonmachinable percentage as presented by the Postal
Service in the omnibus filing. However, the calculation of the revenue from the
nonmachinable surcharge was calculated slightly differently in my workpapers in

this filing.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KOROMA
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T3-7. Your testimony at page 8 indicates that, based upon the proposed
rates, the implicit savings passthroughs are 47 percent for RDU and 51 percent for
RBMC. Your footnote 4 on the same page states the rate design approach underlying
the current rates is used “to verify that the proposed prices are reasonable in light of the
costs reported by witness Miller in this case.”

a. Inasmuch as you do not specifically so state in your testimony, please
indicate whether you believe the proposed prices are reasonable in light of
the costs presented by witness Miller. Please explain.

b. Please indicate whether you believe the proposed prices are reasonable
assuming costs as revised by witness Mifler to conform to Commission
methodology applied in the Docket No. R2005-1 opinion. Please explain.

C. Inasmuch as you do not specifically so state in your testimony, please
indicate whether you believe the implicit savings passthroughs of 47
percent for RDU and 51 percent for RBMC are reasonable. Please
explain.

d. Please indicate whether you believe reasonable the implicit passthroughs
as they may have been revised due to a revision of costs by witness Miller
to conform to the Commission methodotogy applied in the Docket No.
R2005-1 opinion. Please explain.

e. Please indicate the range of percentages of implicit passthroughs you
believe would be reasonable for this parcel return service.
f. If recalculation of the cost savings causes the implicit passthrough

percentages to be outside of the range of percentages you consider to be
reasonable, would you recommend a modification of the rates proposed in
this dacket? Please explain.

RESPONSE:

a. Please note that at pages 3-4, | state (emphasis added):

| have analyzed and assessed the proposed rates using relevant portions
of the pricing methodology developed by witness Kiefer in Docket No.
MC2003-2 and considering the cost data filed by witness Miller in USPS-
T-2 in this case. My assessment concluded that the proposed pricing is
reasonable in the context of the specific history of, and data available for,
PRS and the Postal Service's omnibus pricing proposals.

b.-d. Given the circumstances | note in the above guotation, | believe that the
proposed prices, including the implicit passthroughs, are reasonable, regardless of

small changes in calculated passthroughs that might result from substituting the



e.

f.

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KOROMA

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
Commission’s cost estimates for those presented in witness Miller's testimony in this
case.
It is not possible to provide a range of implicit passthroughs that would be
reasonable since the implicit passthrough is just one of the factors | considered.

Not applicable; please see my response to part (e).
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KOROMA
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCAJ/USPS-T3-8. In your testimony at page 9, you calculate the savings passthrough
percentage based upon the cost savings calculated by witness Miller and the "revenue
differential” which your footnote 3, on page 8, indicates is the “difference between the
Intra-BMC rates and the proposed PRS rates.” Interrogatory OCA/USPS-T2-18 asks
witness Miller to calculate the delivery cost savings. Please recalculate the savings
passthrough as a result of adding to the total cost savings the delivery cost savings
calculated by witness Miller.

RESPONSE:

Please see witness Miller's response to OCA/USPS-T2-16.



4
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KOROMA 63

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCAJUSPS-T3-9. Please provide the cost coverage of the proposed rates for both
RDU and RBMC service assuming:

a. Witness Miller's cost savings analysis using the Comm:ss:on s costing
methodology in Docket No. R20005-1.
b. Witness Miller's costs savings analysis using the Commission’s costing

methodology in Docket No. R20005-1 and including carrier cost savings.

RESPONSE:

Since RDU and RBMC are categories within a subclass, and total costs are not

measured for these cateqories in isolation from the subclass, | cannot calculate the

requested implicit cost coverages.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KOROMA
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OGA/USPS-T3-10. Please refer to your testimony at pages 8 and 9 where you
défermined the total savings based upon witness Miller's testimony of unit cost savings
antl you calculated the savings passthrough percentages for RDU and RBMC service.
Pldase provide recalculated total savings and savings passthrough percentages for
ROU and RBMC using the costs included in the supplemental responses of the Postal
Setvice filed. December 1, 2005 to interrogatories OCA/USPS-T2-13 & 15 which reflect
thed costs determined by the Postal Rate Commission in the Docket No. R2005-1
Omfnion andrRecommended decision.

RBSPONSE:

Parcel Return Service Cost Savings and Passthrough
(PRC Costs)

Cos! Revenue Savings
Savings Differential  Passthrough’
ROU $9.438.373 $4,197 467 44.5%
RBMC $17.778.091  $8,719,734 49.0%

1 Revenue differential divided by cos! savings.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KOROMA
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T3-11. Inlight of the Postal Service's supplemental responses to
interrogatories OCA/USPS-T2-13 & 15, filed December 1, 2005, reflecting the costs
determined by the Postat Rate Commission in its Docket No. R2005-1 Opinion and
Recommended Decision, please provide appropriate adjustments to all of your exhibits
and attachments and work papers associated with your testimony, to reflect the costs
included in those supplemental responses of the Postal Service.

RESPONSE: Please see the attached workpapers.



Recalculated Using PRC Costs Provided in Response to USPS-T2-15

Workbook Tab Designation
inputs

Proposed Parcel Post Rates

Current Volumes

RBMC Forecast

Valume Distribution

RDU Regular Size Savings Calculation
RBMC Regular Size Savings Calculation
Oversized Cost Savings

Current PRS Rates

Proposed PRS Rates

Projected Revenue

Revenue Impacts

Financiat Summary

Tabie of Contents

Workpaper
WP-PRS-1
WP-PRS-2
WP-PRS-3
WP-PRS-4
WP-PRS-5
WP-PRS-6
WP-PRS-7
WP-PRS-8
WP-PRS-9
WP-PRS-10
WP-PRS-11
WP-PRS-12

WP-PRS-13

Workpaper Title

Maijor Input Assumptions for Proposed Rate Schedule Determination
R2005-1 Proposed intra-BMC Parcel Post Rates

Oistribution of Current Pieces by Zone and Weight

RBMC Forecast Volume Distribution

Distribution of Forecast PSRS RDU and RBMC Pieces by Zone and Weight
Caiculation of RDU Caost Savings by Weight

Distribution of RBMC Cost Savings by Weight

Qversized Mail Savings Calculation

Current Parcel Select Return Service Rates

Proposed Parcel Select Retumn Service Rates

Projected Revenus

Revenue Impacts

Financial Summary

Workbook Tab: Contents
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Recaicutated Using PRC Costs Provided in Response to USPS-T2-15

T otal Estimatad PSRS Volume [

12,800,000

fiNonmachinables Share of Total PSRS Yolume 2] 0.05563
HEstimated PSRS RDU Volume 3] 3,200,000
b Estimated Zone Distributions for PSRS REMC Yolumes
Zones 142 [4a} 75.7%
Zone 3 [4b] 15.0%,
Zone 4 {4c] 7.3%
Zona 5 [4d] 2.0%
Unit Transportation Cost impacts ($/Cublc Foot}
RDU Return Parcels (Compared to Local Intra-BMC} 51 -$2.449
RBMC Machlnable Parcals (Compared to Zonad Intra-BMC) [6] -$2.218
Unlt Non-Transportation Cost Impacts [$/Piece)
RDU Return Parcels {Compared to Intra-BMC Local)
Machinable Parcels 7 -$1.377
Nonmachinable Parcels 81 45.158r
Oversized Parcels 191 -$12.343
REMC Machinable Parcels (Compared to Intra-BMC)
Machinable Parcels [101 -$0.560
Nonmachinable Parcels [11] -$1.108
Oversized Parcels [12) -51.647
f|Barcoding Cost Savings {§/Plece) [13) $0.03
¥ Average Cubic Fest Per Placa
RO and RBEMC Retumn Parcels
Machinable Parcels [14} 0.425
Nonmachinable Parcais [5] 2717
Ovarsized Parcels [16] 7.838

Share of Nonmachinable PRS Pieces from FY2004 RPW.

RBMC zone distribution based on Base Year Volumes.

OCAMSPS-T2-15, Attachment E, page 1, Column 1, RDU Parcels

OCAMSPS-T2-15. Attachment E, page 1. Column 1, RBMC Parceis
OCAMUSPS-T2-15, Attachment A, RDU Machinable Parcels, Column 7 - Column 4.
OCA/USPS-T2-15, Aftachment A, RDU Nonmachinable Parcels, Column 7 - Column 4,

A OCA/USPS-T2-15, Attachment A, RBMC Machinable Parceis, Column 7 -Column 4.
OCA/USPS5-T2-15. Attachment A, RBMC Oversized Parcels, Column 7 - Column 4,
Dochat No. R2005-1, USPSLR-K-46

OCAAJSPS-T2-15. Attachment £, page 1, Column 2, Machinable Parcels.

: 't OCAMSPS-T2-15, Attachment A, RBMC Nonmachinable Parcels, Column 7 - Column 4,

Workhoox Tab tnputs



Recalcuisied Using PRC Cosla Provided in Rezponss o USPS-T2-15

Projected FProjected
RDU-Volume- ROU-Volumas-
Weighted Waighted Nen- Balioon- | All Regular.
intra-BmGC Htre-BMC Machinable | machinable Rats Siim Plecey
Waighl | Locsl Reveniue { Waight | Locsl Revenus Pieces Placas Pleces Combined
{Pounds} 1AL {Pounds) {A] M) [c} ID] = ]
1 3.504 391 36 796
2 2978343 4 741
1 1 756.365 38 2]
4 1.007.156 39 755 | ta] | Average Cubw: Feel Per Piace 0.425 2777 2777
5 574377 40 635
6 345513 41 521 | [b] | Transportaton Savings ($ Per Cubic Fool) Z.449 2 449 2 M9
? 216.106 42 449
8 41 583 4] 4321 [c] | Transportation Savings (§ Per Wi Avg Peca} 1.041 6801 6 81 t.3at
9 58 898 44 an
10 71833 45 315 ] [d] [ Non Trensportasor Savings (5 Per Piece] 1.317 5168 5 168 1.588
11 57.335 46 265
12 38 490 a7 309 | [«] | ROU Projectsd Regular-Sized Volumes 3.021.939 TTE00 17 3,109 966
13 26728 48 246
1 20284 43 264 | [ | Totsd ROU-Voiume-Wsighted Revenus
15 15.560 50 249 Using Barchmark (Inra-BMC Loca) Rales 10,948,820
1% 12,509 51 185
17 10.266 52 222§ (@] { Wesghted Avsrage Banchmark Revenus Par Pieca 3422
18 8.5 53 183
| T.382 54 117 | [h] | waghted Avarage Savings Per Piece 2949
20 6.142 55 148
Fil 5817 56 156 | (] | Proposed Prics 1
72 5171 57 42
73 4 %40 58 127
24 4493 59 151
2% 388 60 87
F) 3132 61 90
7 2.7 62 95
28 2824 61 75
% 2037 64 35
1§ t 684 65 LY
1 1423 66 56
12 1212 87 65
a1 1047 B8 45
14 81 65 s
35 8315 T 16
Bakoon 2]

Cacuiaton Column [A] rows 1 Pound 0 70 Pounas = {Propocad Parcsl Post Rales (WP-PRS. 7} intra-BMC Local Rale by weight) *
(Currant Volumes (WF-FRS- 1) RDU prcas by weght
Calculator  Commn [A] Balioor row & (Proposed Parcsl Poa! Rsiss (WP PRS2} inira-BMC Local 15pound Rate) *
{Cument Volurmes (WP-PRS-31 RDU Baloor paces|
Sowce [Ba) (WP-PRS- 1. Input [14])
[Cal. [Da) (WP-PRS-1 input [15})
fBb| to [Db] MWPPRS-1 Inpud | 5]}
Calculatior Row || Coturnng [B] to [ = Row ja] * Row [b] Coksmns [B]io D]
{Ec] = (BB + ICTCal » (D08 ! v
Seurcs fAd) TWP-PRS-1 -input [T
|Cd| D4} (WF-PRS-1 inpul [8];
Caicuianon (Ed] = ([Baf[Be) + [Ca[(Ce| « [DCT Do) [Ee,
Calcuiaion [Bal = (WP-PRS 1 inpul 21 ° (1 - (Curment vormas -WR-PRS.3) Sum o) RDU Bailoon and Oversuza volumas) /
{Cumem Voiames (WP-PRS-1}) 1otal RDU voume s | (1 - WPPARS 1 Inpat [2])
[Cal = [Ba) /{1 . {WFPRS 1 Inpaa [2]: ' 1WF-PRS 1 i 2])
[De| = IWP-PRS-1 input 11]) " (Cument Vowrnes (WE-PRS- 1) RDU Batioon volume) |
{Lurrent volrmes MWP-PRS.3, Towl RO voleme

[E¢| = Sum of (Ba]. [Ca]. [De]
Calcuiaton  [ET = {Sum of Column [A] Kows 1 pound to Balloon |
Caiculaton [Eg! = {EN 7 [Curtan! Volurmes (WP.PRS. 3| Sum of RDU voiumes for $ pound 1o Balioon]
Calculsvor [En] = fEc} + [Ed]
Calculavon [E)] input [171° Curtent PRS Ra Jor ROU (32 00+

Workpook Tan R(U Savings Cawulatior
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Recaiculated Using PRC Costs Provided in Response to USPS-T2-15

Unit Cost
Savings'"
[A]
IRDU Savings
: Non-Transportation (Fer Piece) $ 12.343
Transportation (Per Piece) 3 19.440
Total $ 31.78
RBMC Savings
: Non-Transportation (Per Piece) $ 1.647
Transportation (Per Piece) 3 17.606
Total $ 19.25

Source: [Aa] (WP-PRS-1, input [9])

Catculation: [Ab} = (WP-PRS-1, Input [5] * Input [18])
Calcutation. {Ac] = ([Aa) + {AB])

Source: [Ad]: (WP-PRS-1, Input [12])

Calculation. [Ae] = (WP-PRS-1, Input [6] " Input [16])
Calculation: [Af] = ([Ad] + [Ae])

Workbook Tab: Oversized Cost Savings



Recalculated Using PRC Costs Provided in Responsae to USPS-T2-15

Projected Revanue Savings
Volume [ Revenue |Cost Savings Wl Reduction ¥ Passthrough 31
y [A] [B] _IC] 0] [E]
: Parcael Select
RDU 3,200,000 $6,752,195 $9,438,372 $4,197 467 44 5%
RBMC 9,600,000 $28,418,984 $17,778,091 $8,719,734 49.0%

11} Source: [Aal: (WP-PRS-1, Input [3}}
[Ab): RBMC Forecast (WP-PRS-5), [Ae)
Bl(2] Calculation; {Ba] = (Projecied Revenus Calculation (WP-PRS-11), [Aa]
[Bh) = (Projected Revenue Calculation {WP-PRS-11), [Bb)
{3] Calculation: [Ca} = (RDU Savings Calculation (WP-PRS.T), [Ee] *
{RDU Savings Calculation (WP-PRS-5), [Ec) + [Ed]) +
{{(WP-PRS-1, Input [3]) - (RDU Savings Caiculation (WP-PRS-6), [Ee])) *
{Oversized Cost Savings (WP-PRS-8), [Aa) ¢ [AB])
Calculation: [Cb] = (RBMC Savings Calculation (WP-PRS-7}, [Cd] + {Dd] + [Ed]) +
(RBMC Savings Calcutation (WP-PRS-7), [Ce]) " (WP-PRS-1, Input [13]) *
{1 - Volume Distribution RBMC (WP-PRS-6), RBMC Nonmachinables share < 35 pounds) +
3. {Oversized Cost Savings (WP-PRS-8}, [As] + [Af]} *
(Volume Distributron RBMC (WP PRS-6). REMC Total column, Oversized row)
A7 [4] Source: [Da] to [Db] Revenue impacts {WP-PRS5-12}, {Aa] to [Ab]
Caiculatian: [D) = [D] / [C]

T i
.
- i

§
e

brritane S5
U
—

Workbook Tab Financial Summary




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS BROMA
TO PRESIDIN®FFICERS INFORMATION REQEST NO. 1

3. Please refer to Excel workbook “USPS-T-3_Workpapers,” sheet "RDU
Savings Cailculation.” Cells H16 to H50 follow the same basic equation
template: (Intra-BMC rate for that weight ciass) * (RDU volume associated
with that weight class). Please confirm that the equation should have added
the nonmachinable surcharge associated with Intra-BMC parcels that weigh
36 — 70 Ibs. In other words, confirm that the equation for cells H16 to H50
should be: (Intra-BMC rate for that weight class + nonmachinable surcharge)
* {RDU volume associated with that weight class). If you do not confirm,
please explain why the nonmachinable surcharge is not added in, even
though it is applied for all Intra-BMC mail that weighs 36 — 70 Ibs. If you do
confirm, please provide conforming worksheets.

RESPONSE:

Confirmed. In addition, nonmachinable surcharge revenue for pieces weighing
1-35 pounds was inadvertently excluded. Adding that nonmachinable surcharge
revenue increases the total RDU “revenue reduction” from $4,197.467 to

$4 452,029 (as presented in USPS-T-3. WP-PRS-13). As a result, the RDU
savings passthrough increases from 47 .2 percent to 50.1 percent. Conforming

worksheets are attached.
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Attachment to response 1o POIR No. 1, question 3

Page 1 of 3

Calculation of RDU Cost Savings by Weight

USPS-T-2
WP-PRS-6

REVISED 12/21/05

Calculation of Savingsm

| Promcted Projected !
L RDU-Volume- ROU-Volume |
! Waighted Waeighted Nor- Balicon- | Al Reguiar-
| intra-BMC Intra-BMC Muchinable | machinsble | Rate Suze Preces
| weight | Local Revanus | Waeight | Local Revenus Piec Piscar Piaces Combined
!' (Pounds) 1A] {Pounds) 1A 1€] 10} [E]
1 3504 391 26 964
N 2978943 EH 897
3 1756 369 18 773
a 1007 156 39 a0 | (a) | Average Cutic beet Per Prece 0425 2777 2777
P05 574 377 40 765
ok 345513 a 626 | (b] | Iransportaton Savmgs (3 Per Cubic Foot) 7447 2442 2442
7 216 106 a2 539
B 141503 43 517 | 1¢) | Transponauon Savings 1§ Per Wt Avg Prece) 1038 6781 5781 1357
[ 98 gYA 22 w7
! jid 718133 a5 376 ] {0] | Non Transponaton Savings (5 Per Prece) 1233 4 600 4 GO0 1420
| 1 <7135 a5 52
‘ 17 38 490 a? 368 | |+) | ROU Progected Reguiar- Sued Volumes 3.021.939 178010 17 3,199 966
‘ 13 26 728 48 293
14 20794 ag 311] (1 | Total RDU-Volume-Weighted Revenue
R 15 560 50 296 Usang Benchmark (ntra-BMC Locah Rates 11.203,381
[T 17 509 5 219
| ARs 10 266 52 264 | |g] | weghisa Average Bencrvnars Revenue Par Pty 3.501
I e pass| a3 217
AL LS Lo Sa 138 ] bl | wemghtea Average Savings Per Pece 2778
o 6142 55 175
Lo serr| s 18] ) | Proposca Prce n
/ ERAA e 467
! PRI 150
i 191 a 174
A ! LHOE L8 115
o . ERR N 1 106
: FRLY 6l 1
- Daier €0 ag
e ! hEA N 2 a2
1 1 bka [ 61
i V4 (33 (13
1. H LA 3 [ e i
14 | [N ht 53
: W ' QR b 53
* o g5 14
‘ Bakonn 1]

Notes

Cacdaton [En) = [Ec] s fEd]

Caluanon [Egl e [17] Current PRS Kate or RDU (32 040,

1] Coax wiagnn Commn [A] rows 1 Pound 0 70 Pounds = 1P Doose) Parc
ICurrent Yolumes (WP-PRS- 31 RDU preces By meghl
¢ am vlatin Cokmn [B1 Bakoon i {Proposec Farcel Poat Kates ok PRS2 nirs BIMC Local 15 pound Ratel *
Current volumes [WP-PRS. 31 ROU Bakoon peces
Source [Ba] (WP-PRS 1 Input [14]:
|Caj [Ca] P PRS-T input [15])
1861 10 {Db] IWP-BRS ¥ Input [S11
(o utatew Row [2) Colmns |B) 1o 10
licl = AlBcl|Bet « [Ce [ {Ce) = 10cy iDel ! e
Lource {Bo) fWPPRS-1 anpul {2
1Sl [De] (WP PRS- 1 -input |BY
Cawuiaton [ba) = IBC) |Bel = [CA)[Crl ~ {DeIIDelr/ [Ee]
Cakcutaior (Be| @ (WP-PRS 1 Ingut |37 11 {Curenl Vohemey (R PHS 31 Sum of RDU Balioon and Oversize volumes) £
{Curmenl Volumes WH PRS 3. Toal RDU volvre 7
{Cel s IBel/ (1 - IWP-PRS-1 Inpul {21 © (WE PHS T gl |7].
O]t {WP-BPHRS- 1 Input {3]) 7 (L unem Vormes WwH SRS 1 R Badoon volume) |
[Curent volumes (WP PRS- Tolal RDU voume
{E =] = Sum of [Be| {Ce] (De]
Cakculaon [ET] = {Sum of Commn (4] Hows | pound to Hatoon:
Cakutaton (Egl = [E1] 1 [Cunenl Volurhes [WH PRS 31 Som of RDU voomes lor 1 pound o Bakoon!

How [a) " Fow b} Coksmny [BI w0 0]

1 wE PRS- input |2]1

o Boal Hatet (WP PRS. 21 intra- BMC Local Rale by weght) *

Wworebook Tab RO Savings Cad waton
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Attachment to response to POIR No. 1, question 3

Page 2 of 3

Revenue Impacts

USPS-T-3
WP-PRS-12

REVISED 12/21/05

[a1
[bl

Summary of Revenue impacts'”

1Al
PSRS RDU (4.452 029
PSRS RBMC 8,719,734}

Relurn BMC Revenue impact Detaif’”!

REBMC RBMC RBMC RBMC RBMC REBMC REBM{ RBMC
| Weight Zoras 142 Zone 3 i Zone d Zone § Waeight Zones 142 2one 3 Zona 4 Zone
l_anunus] [A] {B] : ) 15 {Pounds] A} 1B] €1 o]
1 (2 379 9621 (519 21§) 1258 4374 165.845), a6 199 153 43y REH
2 {1901 353 {346 3391 1768 321) 144,047) ar 215 (38) {24} 116}
3 {1 016 709 1189 107} {87 956) (24 744) kL) [165] 1421 125) 116}
a 1539 107 1100 050) 145 388 114 418 3@ t216) t41) (a7 (13))
5 (286 217 152 425 124 696 {9.124) ap (188} (37 14y 22)]
& (161 5218 130142y 114 1248) {5 d44) a1 {148y {40 21y {9
! 7 {98 142 {18 3201 8 648} (3 144) 42 11486} {19y 1221 (&3
[ 163 040 {11 58a) (5 489 11,942y 43 (137} [24) 20 3
9 142 5181 (7 778) 13970 11393 44 {%3) 1251 {15} (8)
1% (30 242; (5374 12 BB 11.079) a5 t101) 125 (L] &l
" (24 414: {3 958) 12071) {818) 46 [1:2H] 27 (R {2)
17 115 6601 2 534:.! 11 489, (566} a7 ¢ 1101 (26} CH 15)
" RIEPLT 12 110} (1 066 (438) 48 169) 121} 20 2
2] {7 762 115201 (797, 1324) 49 81} (% 02 -
15 15 RB2; (1167 iha01 1250 50 (62 R3] i3} {2)
1* ; 14 629; tB30; | (548 1206) 51 (50 A0 (16} {2)
\ES (3684, (T8 1429 {200} 52 B4y [RR1 {H i+
" 13 0061 1644 13254 (145 83 169) an ) 14)
T 25T 1519 1305 1134} 54 144) im (4]
[REER 1838 AN (133 55 (58) 9 (2 )
N 1 BAT 1408 1210 t120) 56 161) ne ) )
: ' RS Y Pl 11083 57 150 {81 [} 16}
o ) 1862 1408 1188 195) 58 ia7) 110y {4} )
e ' EEY'H 1296, 193 1841 253 52} 110} 24 (14}
- . 3 AL i [ 138y 16) ) @
. e (713 SR 1524 61 139) 141 t2) (2
e 1A L1RY EE 7] 195y 62 a2 61 ¥4 .
o ; A 19R (R 1591 63 1281 81 121 -
. 562 179 ! 421 64 REN 14 (2)
“ s | R 7h | 1281 65 122y - 12y 1#)
a CHA 105 Ed 1 ey (1) 115} 19} {2y 4y
n REGLI RS It 1334 £7 201 19 17)
1 ; 1795 ‘ r oy 1154 64 1251 -
e ' 1266, tha i 3N [ (16 151 19)
1 H 224 1an A 115 W0 2\ 12) (53]
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Attachment to response to POIR No. 1, question 3

Page 3of 3
USP5-T-3
WP-PRS-13
REVISED 12/21/05
Financial Summary
Projected Revenue Savings
Volume Revenue |Cost Savings !l Reduction ™ | Passthrough 1!
(AL [B] <] D] [E)
Parcel Select
[a} RDU 3,200,000 $6,752.195 $8,889,600 $4,452,029 50.1%
b} RBMC 9,600.000 $28,418,984 $16,982,312 $8.719.704 51.3%
Notes

(] Source: [Aa]: (WP-PRS5-1, Input [3])

[Ab]: RBMC Forecast (WP-PRS-5}, [Ae]

[2] Calculation: [Ba) = (Projected Revenue Calculation (WP-PRS-11), [Aa)

[Bb] = {Projected Revenue Calguiation {(WP-PR5-11), [Bb]

[3] Calculation. [C3] = (RDU Savings Calculation {WP-PRS-7), [Ee]”
{RDU Savings Calculation {(WP-PRS.6), [Ec] + [Ed]j +
[IWP-.PRS-1. tnput [3]) - (RDU Savings Calculation (WP-PRS-G}, {Ee])) *
(Oversized Cost Savings (WP-PRS-8), {Aa)] + [Ab]}

Calculanon {Cb) = [RBMC 5awings Calculation (WP-PR5-T), [Cd] + |[Dd] + [Ed]} +
{RBMC Savings Calcuiation (WP.-PRS-T), [Ce)]) " (WP-PRS-1, input [13]) "

1Y - Volume Distribution RBMC (WP-PRS-6), RBML Nonmachinables share < 35 pounds) +

{Oversized Cost Savings |(WP-PRS-8), {Ae] + [Af]} -

(Volume Distnbution RBMC (WP.PRS.6) RBMC Total column, Oversized row)

4] Source [Da]to [Db] Revenue Impacts (WP-PRS-12), [Aa] 1o [Ab)

5] Calculation [D] = [D]/[C)

Workbook Tab Financial Summary
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AUTOBIOGRAPICAL SKETCH

My name is Samue! J. Koroma. | am an economist in Specialty Pricing,
Pricing and Cfassiﬁcaticn, in the United States Postal Service Marketing
Department. | testified in Docket No. R2001-1 on the Postal Service's proposed
fee and classification changes for selected special services (USPS-T-37). | also
presented the Postal Service's proposal for a permanent Periodicals “Ride-Along”
classification in the same docket (USPS-T-44). My primary responsibilities have
included Parcel Post and other pricing issues. Most recently, | presented the
Postal Service’s pricing and classification proposal in Docket No. MC2005-1
(USPS-T-4) for the experimental Premium Forwarding Service (PFS).

Prior to becoming a career postal employee, | worked in 1995 as an intemn
and later as an economic analyst for the National Mail Transportation Purchasing
department of the United States Postal Service. My responsibilities included
conducting various economic studies on the respective modes of transportation.

| earned a Master of Arts degree in Economics from Howard University,

Washington, D.C., and aiso a Bachelor of Science degree in Economics from the

University of Sierra Leone.



10

11

12

13

14

15

16

17

18

19

20

21

79

l. PURPOSE AND SCOPE OF TESTIMONY

The purpose of my testimony is to present and support the Postal Service's
proposal for permanent classifications and rates for the Parcel Select portion of the
experimental Parcel Return Services (PRS).' The Postal Service proposes to make
permanent the experimental Return Bulk Mail Center (RBMC) and Return Delivery Unit
(RDU) classifications that provide commercial mailers the ability to pick up their returned
parcels in bulk, at a designated Bulk Mail Center (BMC) or a designated delivery unit.
The testimony will discuss the rationale for the classification changes, the
appropriateness of the proposed prices, the classification’s potential impacts, and its

consistency with the statutory classification criteria.

. GUIDE TO TESTIMONY AND SUPPORTING DOCUMENTATION

Attached to my testimony are my workpapers. My testimony relies on the cost
estimates presented by witness Miller (USPS-T-2), and the current PRS product
description and volume projections presented by witness Daniel (USPS-T-1).

fn addition, this testimony relies on information previously presented to the Postal

Rate Commission in Docket No. R2005-1, which is referenced as necessary.

It OVERVIEW OF THE EXPERIMENT
The Postal Service developed Parcel Return Services (PRS) as a customer-

fnendly and more efficient means for consumers to return parcels to mail-order retailers.
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The two-year experiment was recommended by the Commission and was implemented
by the Postal Service on October 19, 2003. The experiment includes return services for
both Parcei Select and Bound Printed Matter. Under the experimental classifications,
commercial mailers or their third-party logistics providers participating in the experiment
can choose to receive bulk delivery of returned parcels at a designated delivery unit or
at a BMC. PRS was designed to be consistent with destination entry services provided
at delivery units or bulk mail centers, so that PRS returned parcels could be picked up
at the same facilities where outgoing packages are entered. As a result, some
participants may benefit from the increased efficiency of dropping off and picking up
parcels concurrently. The worksharing prices for PRS reflected the estimated net
savings resulting from avoidance of transportation and processing to the merchant's
return address,

As discussed in witness Daniel's testimony (USPS-T-1), only the Parcel Select
rate categories have been used by mailers. The Bound Printed Matter categories did
not garner any participation. As a result, no permanent return classification is being

requested for Bound Printed Matter.

' The proposed name for the permanent classification is Parcel Return Service
{singular) rather than Parcel Return Services, which was used in the experiment,
because it involved both Bound Printed Matter and Parcel Select.
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IvV. THE PROPOSAL

A.  Summary

The Postal Service is proposing permanent classifications and rates for the
Parcel Select Return Services RBMC and RDU rate categories. These are found in
Attachments A and B to the Request. The Postal Service is proposing to maintain the
current rate structures, including flat-rate pricing for regular-sized RDU. The Postal
Service is also proposing the same prices that it proposed in the ongoing omnibus rate
case, Docket No. R2005-1. Accordingly, the specific rate proposed for regular-sized
RDU parcels is a flat price of $2.11 (currentty $2.00) . Similarly, for RBMC parcels, the
proposed rates are generally 5.4 percent higher than the current prices.

B. Rationale for Maintaining the Rates Proposed in Docket No. R2005-1

The rates proposed in this case are those presented in Docket No. R2005-1 by
witness Taufique (USPS-T-28) and documented in Exhibit USPS-28A, Table 6. Those
rates represent a 5.4 percent increase over current rates, similar to the changes
proposed for other prices in the omnibus rate case. This approach would maintain
consistency between the permanent PRS rates and all other rates. 1t would aiso avoid
the disruption to the Postal Service and the mailers of potentially having the PRS rates
change twice within a short period, once as a result of the omnibus case and then again
as a result of this case.

| have analyzed and assessed the proposed rates using relevant portions of the
pricing methodology developed by witness Kiefer in Docket No. MC2003-2 and
considering the cost data filed by witness Miller in USPS-T-2 in this case. My

assessment concluded that the proposed pricing is reasonable in the context of the
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specific history of, and data available for, PRS and the Postal Service's omnibus pricing
proposals. Subsequent omnibus filings will provide opportunities for a more typical

evaluation of all prices, including PRS pricing.

V. PRICING AND RATE DESIGN
As discussed in witness Daniel's testimony (USPS-T- 1), the RDU and the RBMC
categories are fundamentally different from each other. Therefore, the separate pricing
structures proposed by witness Kiefer in Docket No. MC2003-2 (USPS-T-3) and
recommended by the Commission remain appropriate for the permanent classifications
and rates proposed here.
A.  RDU Pricing and Rate Design
1. Regular-sized Parcels
The proposed prices are $2.11 for pieces of all weights and sizes, except
“oversized” parcels. The simplified unitary pricing approach for regular-sized RDU
parcels developed by witness Kiefer continues to be reasonable since there have been
no significant departures from what was expected in the origina!l PRS filing. A flat rate
for RDU parcels avoids the complexities of weighing and rating each parcel.
Additionally, the absence of a transportation component and the minimal mail
processing involved in handling RDU pieces support the flat rate design. Such a rate
structure is also easier to communicate and understand from both the customer's and
Postal Service's perspective.
Estimates of transportation and non-transportation cost savings for RDU parcels

compared to the benchmark, Parcel Post Intra-BMC local parcels, were provided by

82
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witness Miller (USPS-T-2). To evaluate the proposed prices, | calculated the average
per-piece savings for regufar-sized RDU pieces, taking into account witness Miller's
average cubic feet per piece estimates for machinable and nonmachinable parcels. |
used the weight distribution of RBMC pieces to distribute RDU pieces (which do not
have a weight component) to weight increment. Then, using the proposed benchmark?
rates (local Intra-BMC rates), } estimated the revenue RDU pieces would have
generated if those benchmark rates applied. | then divided this total revenue by the
volume to get the revenue per piece for these RDU parcels (but at the intra-BMC
prices). Next, | calculated the average savings per piece using cost savings estimates
from witness Miller, USPS-T-2. The results of these calculations are presented in
workpaper WP-PRS-6. The financial implications are shown in workpaper WP-PRS-13
and discussed in more detail in section VI
2 Oversized Parcels

The proposed price for oversized RDU parcels is $7.92. Oversized parcel cost
savings estimates from witness Miller were used to evaluate this price. These savings
calculations are shown in workpaper WP-PRS-8. The financial implications are shown

in workpaper WP-PRS-13 and discussed in more detail in section VIl,

? The term “benchmark” is usually used in conjunction with costs, however, for
simplification, | am using it in my testimony when referring to rates, as well.
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B. RBMC Pricing and Rate Design
1. Regular-sized Parcels
The proposed RBMC prices are evaluated using cost savings estimates provided
by witness Miller (USPS-T-2) and witness Kiefer's methodology in Docket No.
MC2003-2, USPS-T-3.

Witness Miller (USPS-T-2) provides cost savings estimates for PRS in
comparison to zoned Intra-BMC Parcel Post. The cost differences are provided for
machinable and non-machinable parcels. Using current weight and zone distribution for
RBMC parcels from the experiment and the cost savings estimates for machinable and
nonmachinable parcels, | calculated the savings for machinable and nonmachinable
RBMC parcels separately for light/medium weight pieces (those rated from 1-35
pounds), heavier pieces (those rated over 35 pounds), and balloon rate pieces (see
WP-PRS-7). Also, using the proposed PRS prices, | calculated the revenue in
workpaper WP-PRS-11, and in workpaper WP-PRS-12 | subtracted the revenue that
would have been generated by the intra-BMC Parce! Post prices to determine the
revenue differential. The financial implications are shown in workpaper WP-PRS-13
and discussed in more detail in section VIl

2. Oversized parcels

The proposed prices for oversized RBMC parcels were evaluated using witness
Miller's (USPS-T-2) cost savings estimates for oversized RBMC parcels. These
calculations are shown in workpaper WP-PRS-8. The financial implications are shown

in workpaper WP-PRS-13 and discussed in more detail in section VIi.
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VI. RATIONALE FOR PERMANENT CLASSIFICATION

The experiment has yielded useful information that supports the establishment of
a permanent classification for Parcel Select RDU and RBMC. In particular, response
from customers has been favorable, volume is expected to grow, and the operational
results have been positive.

A. Response to Experiment by Mailers

Having recognized that an easy and convenient returns process contributes to
customers’ loyalty and profitability, direct-to-customer commercial mailers are
increasingly soliciting the services of reverse logistics providers to handle their returns.
At the moment, there are two such providers participating in PRS; they represent many
end users. The number of participants is expected to grow along with an increasing
number of end users, as merchants try to optimize therr return processes. See withess
Daniel's testimony (USPS-T-1) for a more complete description of the market response
to the experiment.

B. Expected Growth

PRS volume has doubled from the first year of the experiment to the second
year, and is projected to grow significantly in fiscal year (FY) 2006. See witness
Daniel's testimony (USPS-T-1), Section ill, for a complete discussion on volume
projections.

C. Operational Results

During the experiment, the Postal Service made a few operational modifications
to improve ease of use for commercial mailers; it also simplified the product flow. As a

whole, the two-year experiment has shown PRS to be operationally feasible from both
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the Postal Service's and the customers' perspectives. See witness Daniel's testimony

(USPS-T-1) for a more complete description of the operational results.

VIl.  REVENUE, COST AND VOLUME IMPLICATIONS
Witness Daniel (USPS-T-1) provides projected FY 2006 RBMC and RDU
volumes as follows:
RDU Pieces: 3.2 million
RBMC Pieces: 9.6 miliion
| used these volume projections in the calculation of the financial implications of
the proposed rates. in earlier sections, | described how | calculated the effective
revenue differential by comparing the proposed prices to the benchmark prices. The
revenue differentials generated from RDU and RBMC are $4,197,467 and $8,719,734,
respectively.? | also described how | used witness Miller's unit cost savings estimates to
determine total savings estimates for RDU and RBMC. These estimated cost savings
are $8,889,600 and $16,982,312 for RDU and RBMC, respectively. The resuiting
implicit passthroughs are therefore 47 percent and 51 percent for RDU and RBMC,
respectively.! These calculations are derived in my workpaper WP-PRS-13 and shown

in the table below.

’ See workpaper WP-PRS-12. The “revenue differential” is the difference between the
Intra-BMC rates and the proposed PRS rates.

* As described earlier, the proposed rates are consistent with the across-the-board
approach used in Docket No. R2005-1. Therefore, the prices were not derived through
a step-by-step rate design exercise that would have involved explicit selection of
passthroughs. Instead, the rate design approach underlying the current rates is used to

verify that the proposed prices are reasonable in light of the costs reported by witness
Miller in this case.
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Parcel Return Service Cost Savings Passthroughs

Cost Revenue Savings
Savings Differential  Passthrough®
RDU $8,889,600 $4,197,467 47.2%
RBMC $16,982,312 $8,719,734 51.3%

The overall revenue from the proposed categories is small relative to Parcel Post
total revenue for test year 2006 reported in Docket No. R2005-1. Test Year after Rates
Parcel Post revenue reported is approximately $1.239 Billion.® Therefore, even with the
growth projections from witness Daniel, revenue from PRS, at approximately $35 million
(See WP-PRS-11), would be only 2.8 percent of Parcel Post total revenue, and 0.05
percent of total domestic mail revenue. Therefore, PRS should not materially affect
Parce) Post's contribution to institutional costs relative to other subclasses. The

proposed pricing has the effect of recognizing some, but not al, of the estimated cost

differences that PRS enjoys, so the impact on contribution, though minimal, is positive.”

VIIl.  CLASSIFICATION CRITERIA

Section 3623(c) of Title 39 U.5.C. requires the Commission to make its
recommended decision on establishing a new classification in accordance with the
following factors:

1. the establishment and maintenance of a fair and equitable classification
system for all mail;

* Revenue differential divided by cost savings.

® Docket No. R2005-1, Exhibit USPS-278.

"Total contribution from Parce! Post is expected to be over $250,000,000.
See Docket No. R2005-1, Exhibit USPS-27B.
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2. the relative value to the people of the kinds of mail matter entered into the
postal system and the desirability and justification for special classifications
and services of mail;

3. the importance of providing classifications with extremely high degrees of
refiability and speed of delivery;

4. the importance of providing classifications which do not require an extremely
high degree of reliability and speed of delivery;

5. the desirability of special classifications from the point of view of both the user
and of the Postal Service; and

6. such other factors as the Commission may deem appropriate.
The proposed classification is fair and equitable (Criterion 1) to consumers, commercial
mailers, as wel! as the Postal Service without creating any undue disadvantage to either
postal customers or postal competitors. !t fosters a smooth return process for
consumers, and promotes a more efficient and less costly means of coliecting returns
by commercial mailers. The creation of PRS provides value in that it enables another
option for the return of parcels. in this instance, it enables a return process that is more
efficient and convenient relative to other return mechanisms (Criterion 2). Given that
PRS is a category of Parcel Post, the degree of reliability and speed of delivery is
commensurate with that of Parcel Post, however, | would note that the worksharing
aspects of the service allow for increased reliability and speed of returns by enabling the
activity of the agents which expedites the retum process (Critena 3 and 4). in addition,
the proposed classification is desirable to the Postal Service, commercial mailers, and
their customers (Criterion 5), as described below. The Postal Service will have a
broader product line that better meets the needs of both commercial senders and

individual recipients. This is achieved through advantageous pricing for the commercial

10
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customers and increased convenience for consumers who need to return items. The
classification is desirable to the Postal Service in that these advantages are provided
through worksharing arrangements that reduce the costs to the Postal Service. The
end result is that both merchants and consumers benefit, while other customers are in

no way disadvantaged.

[X. DMCS CHANGES

| propose that the Commission recommend the Parcel Select RDU and RBMC
rate categories as permanent classifications within the Parcel Post subclass at rates
presented in Attachment B to the Request. Attachment A to the Request presents the
proposed DMCS language. Sections 521.27 and 521.28, which describe the proposed
Parce! Select rate categories, are maintained. Section 521.11, which describes the
duration of the experiment for Parcel Select Return Service, is eliminated. Since a
separate classification for Bound Printed Matter is not proposed, sections 522.27 and
522.11, which describe the service for Bound Printed Matter and the duration of the
experiment, are eliminated.

During the course of the experiment, as noted by witness Daniel, it was
discovered that consumers occasionally seek a record of having maited the retum. in
order to serve these customers, | propose that the existing Certificate of Mailing service
be made available to consumers entering PRS parcels. The proposed DMCS language
reflects this addition in section 562. The DMCS section regarding Certificates of Mailing
is also amended to include availability for PRS through the addition of section 947 .22.

Sections 561 and 562 are added so that the Ancillary Services section for Package

11
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Services can be split into two groupings: one section for all Package Services other
than Parcel Return Service; and another section specifically for Parcel Return Service.

Several other sections are revised to note that the Bound Printed Matter option is
not being proposed as a permanent classification, including 933.22b, 943.221b,

044 21c, 945.221c, 948, 949, 951.21, 951.21b, and 2032. In most instances, these
sections clarify that other special services are not available for Parcel Return Service,
though they are available for other Package Services.

Section 570 is amended to delete Bound Printed Matter Return Service from the
list of rates and fees within Package Services. The section retains the current listing for
Parcel Select Return Services, though it deletes the plural form, “services.”

Also, participants in this service are required to hold a permit and pay an
accounting fee as described in section 585, which is amended to remove the reference
to Bound Printed Matter Return Service. The permit and accounting fees proposed by
witness Taufigue (USPS-T-28) in Docket No. R2005-1 are proposed to apply.®

Attachment B to the Request has the proposed rate schedules. Schedule 522E
is deleted. Also, fee schedule 1000 is presented to show that the applicable fees are

proposed to increase to the level proposed in Docket Na. R2005-1.

® USPS-T-28, Exhibit USPS-28A Tabie 10.
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Intra-BMC Pieces'
Weight Weight
{Pounds) Locai (Zones1&2| Zone3l Zone 4 Zone 5 |l(Pounds)| Local |Zones182) Zoned | Zone4 | Zoneb
1 2.96 312 ERE] 32 a3 36 €75 857 t0.51 11.49 1210
2 330 a7z 75 383 3.84 37 .79 566 1060 11.28 12,18*
3 363 4.30 433 443 455 38 634 B73 10.70 11.35 12.26
4 383 4.51 4 B7 497 £.12] 39 & 881 10.B0 1144 12.33
5 421 469 529 543 5.64 4AQ 657 8.86 10 88 11.48 1241
[ 4 46 4.886 567 581 811 41 7G3 886 1088 11 54 12.48
7 4 60 502 £6.00 £.16 £55 42 708 8.01 11.07 11,62 12.54
B 470 562 630 647 £.96 43 714 §.07 1115 11.68 12.80,
2 4.81 575 B 56 65.80 7.33 Ad 7.1 515 11.24 11.74 12.65
10 4.81 5893 & BB 710 767 45 7.25 9.20 1131 1t &1 12.70
11 500 6.07 7.10 7.38 7.99 46 T29 9.30 1140 11 86 1275
12 510 623 7.3 765 B.29 47 736 §.37 1147 12.02 12.81
13 519 637 T 48 789 857 4B 741 8.42 11.56 1206 12.86
14 527 649 781 817 B.B3 45 745 8.50 11.64 12.11 12.9%
15 5135 & 61 778 818 a.08 50 7.50 853 1171 1215 12.96
16 545 672 797 860 9.32 51 757 8.62 11.77 12.21 1362
17 551 € 85 814 B B3 854 52 7.60 9.69 11.88 12.25 13.07
18 559 €96 E29 803 §.74) 53 7.65 872 11.03 12.28 1312
; 18 565 708 845 822 8.94 54 772 878 11.97 12.33 13.18)
. 20 575 718 860 B 18 1012 55 777 9.84 1202 1238 13.23]
Fal se 728 875 B 55 10 304 55 7.80 .81 12.06 12.43 13.28
B 22 587 740 887 g70 10 46 57 7.85 .08 12.08 1245 1333
- 23 594 748 § 04 g §< 081 58 7.9 10.03 1212 1248 13.39
24 601 758 17 997 1077 59 786 10.09 1215 12.53 13.44
25 608 766 830 1010 09 60 r: L 10,16 1218 12.55 13.49*
26 613 177 841 10.23 11 05 B1 8.07 10.22 12.22 12.80 13.54
7 6.20 785 855 10 35 1117] €2 809 10.28 12.25 12.66, 1380
28 826 71383 B 68 10 45 11.30 63 B.15 10.33 12.27 1273 13.85
29 633 802 9 BC 10 56 19 41 64 §.20 16.38 12.28 1279 13.70
30 641 B1t g 91 1067 11 52 65 824 10.45 12.33 12,85 1375
31 6 46 B 19 299 1076 1164 66 B.27 10.52 12.35 12.82 13.81
32 B 51 8,28 10.12 10 87 1173 57 B35 10.58 1238 13.00 13.86
33 € 59 815 1022 10 85 1184 68 B.ag 1C.60 12 40 13.04 13.81
34 6 64 E 43 10.31 11 04 11 82 2] B840 1068 12.42 AERE] 13.87
a5 6.69 B 50 1042 1112 12.02 T0 B.41 10.73 12.45 13.18 14.02
Balloon 5.35 6.61 7.79 B.3% 8.089
J Oversized 25.06 36.33 36.87 37.40 38.50
Discounts and Surcharges (Per Plece}
Nonmachmabie Surcharmges
Intra-BMC 142
Barcode Dhscount 003
Notes
[1] Pieces weighing bver 35 pounds must automatcally add the nonmachinable surcharge.
Source Dockel No R20051. USPS-T-28. Exhiont 28A
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Forecast
Volumes!"]
[A]
= IRBMC

;| Zones 1&2 7,269,459
Zone 3 1,440,381
Zone 4 696,303
Zone 5 193,856
Total 8,600,000

1Notes

)

Calculation:
[Aa) to [Ad] = (WP-PRS-1, inputs [42] to [4d]) *
(input [1] - Input [3]))
[Ae] = Sum of [Aa] to [Ad]

Workbook Tab: RBMC Forecast
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“Jcalculation of Savings™

Projected Projecied
RDU-Voilume- RDU-Vohima.
Weighted Weighted Nen- Butoon | AR Reguiar-
Intre-BMC Intra-BMC Machinabie | machinable Rate Size Pleces
Weight | Loca’ Revenue | Weight | Local Revenue Pigos Pleoes Pieves Combined
(Pounds} la) bunds) [A] B ) S DR |- I | [El
1 3.504,291 3% e
2 2970943 37 41
3 1756385 k) 240
4 1.007 158 39 755 | [8] | Avernge Cubic Feel Per Pice 0425 2T am
-] 514377 40 &35
L} 345512 &1 5211 W] | Transportabon Savings (3 Per Cubic Foot) 2442 2.442 2 442
T 216 106 42 449
[} 141 593 43 432 | Ie] | Trenaportatan Savings § Per VA Avg. Perce] 1.038 5701 578 1357
[] 08 202 “ 2
10 7463 4% 315{ 19) | Non Transportabon Savings {§ Per Pace) 1233 4 800 4800 1.420
1" 57.33% 48 P4 L)
12 3B 490 47 109 | [e] | RDU Projsced Reguiat-Saed Vidsnes 3,021 839 178.010 17 2.199, 908
13 28 728 42 246
14 20204 a8 2511 [ | Tow ROU-Volume-Weighted Revenus
1H 15.560 50 249 Uming Banchmark (inta-BMC Local) Rates: 10,548,320
1% 12.500 L 185
1" 10,2566 52 222 | (51 | wenhied Average Banchmark Revenim Par Piece 1422
L) B 445 53 183
1% 7382 54 137 ] M | wegnwe Avernge Savngs Per Pwcs 2778
20 €142 55 11t
F3 s.67 L] 155 | MM | Propossd Phoe FA]
22 517 57 142
z3 4 940 58 127
24 417} 5% 151
25 3,838 80 57
% 3132 €1 -]
77 2162 ¥ L}
b4 250 53 5
Fi] 2037 B 3%
30 1684 LH] 52
an 1423 B 58
32 1.212 &7 .13
a3 1.047 L] 45
3 981 (.1 45
hH] EAL] 70 B
Baloon 89

Notes

Calculavon [Eh) = JEc) + [Ed]

Coicutabon [E]} input 17T Current PRS Ram ter RDU (32 00}

{1} Caxculsbon Cowmn [A] rows 1 Pound 10 T0 Pounds » (Proposed Parcel Post Rates (WP-PRS-2), Inrs-BMC Local Rete by weight) ©
(Cutrent Vouimes IWP-PRS4) ROU peces by wagn(;
Calcuilspon Column |A], Bakoon fow = {Propossd Parcel Pen Retat (WP.PRE-1) Inra-BMC Local 15-pound Rate) ©
[Cumen! Voumes (WP-PRS4) RDU Balloon picar)
Sourts (Bal (WP-PR5-1 Inpar [14])
[Ca). {Da} (WE-PRS5-1. tnowt [15])
[B0] © [DB| (WP-PRS-1, Inped [5])
Cakcutsson Rew |cj. Cokumns [B] tc (D] « Row 8] * Row [b] Columas [B] 1o [D]
[Ee] » OBcTBe) ~ [CCTICa) + D)) / [En}
Sowrce (Bd} (WP-PRS-1, -ingadt [T])
[Cd]. 1D} (WP-PRS-1. -inpunt [8])
Calculabon  [EQ] = (BOT[8e] + [CdT{Ca) + [DdTDe]) / iEe]
Calcutason [Be)] = (WP -PRS-1, inpul 3]} * (1 - {Cumen Vosmws (WFP-PRS-3). Sum of RDU Balaon and Oversue volumes) /
(Current Volurmas {(WP-PRS-3), Towl RDU volsma) ) * [1 - WP-PRS-1. input Z])
[Co)» (Do) {1 - (WP-PRE1 Inpunt 2])) " (WP-PRE-1, insnt R)
O] = (WP-PRS-1, Inpart [3]) * (Curmem Voumei (WP-FRS-3) RDU Bafloon vokmmae) /
{Current Volumes (WP-PRS-3). Towi ROU volurme)
[Ee] = Sum of [Ba]. {Ca). [De}
Calculapon  1E) ® (Sum of Column [A). Rows 1 pound 10 Bakoon)
Calcuiabon  [Eg] = [Ef) / (Current Vonmes (WP-PRS-3), Sum of RDU volmes for 1 pound to Bakoon)

Worknook Tab ROU Sswnps Talculaton
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2 :1?5':
iBition of REMC Cost Savii
R e TR SV TR
Return NG Retumn BMC
AN Zones ALl Zonas
10| |
inusm
Tramportation (Per Pisce) 0 4220 1.0020
Transpenston (Per Cubx Fool 2210 2w
Cubic Feat Per Placa 0 4250 2.7770
rjCaicuintion of Savimps'™
Machinable - Nonmachinabie Nenmachinabie Pleces Piscay
Retum BMC Retum BMC Returm BEC Welghing Waighing Baloon-Raw
Waeight Al Zones AR Zonax Walght Al Zones 110 3 Pounds | Over 35 Peunds Paces
{Pounds) _ M m {Founas) il 19 ol m
4 4711833 3 402.255 3% 252 RBMC
2 3638 £12 1.08% 123 37 .M
3 1,850,170 £73079 b1 20061 1d] Cuicuiatesd Savings 15,801,088 26,969 h1-4]
4 1.032.925 302 536 » 2.1
5 549 054 561 5927 4G 19541 8] Total Pleces $5965.075 3T7TS 50
L] 2284 L AN 41 1588
7 185,353 &5 bad 47 13501 1 Averape SEVingsPuce 118 EALE 7448
L} 121.42% 35882 43 129
§ 52872 74,353 44 951
10 S8.967 tan 45 ™
1" a5 218 13582 A5 BET
12 3o 419 8§38 47 459
n 20757 €100 L1 EAR
12 15,824 4 581 4% TS2
15 1172 448 50 m
16 .25 rRal} 81 22
17 7510 2207 52 827
A1 3 5049 1.789 5 512
18 5268 1.547 54 24
20 4305 1,285 L1} 408
ril b i 1.14% o5 28
prd 1551 1.043 5T w7
23 382 [ 1) 58 5
rl 2812 626 11 408
2% 2545 748 L ™
2t 2.bsy [.{:0) L] 240
27 1.757 516 2 251
28 18625 an [+] 19
Fi] 1297 et &4 -
30 1.05% m 65 1M
N LU 281 85 148
32 151 Fril L1 167
33 (2] ] 1 (1] 115
3 595 17% 11 1%
k1Y 503 140 10 42
Bakoon ash
Notss
i1 Source phai WR-PRS-1 nput |18
Ba) WP.PRS-1. -inpt [13]
JAb] FBD] WP PRS- -input [6)
g WP-PRE-1 input {14
[Bc] WP-EPRS-1_ mpat [15]
2] Caicwaton Coknmn [A] pouncs 110 35 4 GAA]+ (ABITAZD * (REME Yokme Distrioution (WF-PRS-6), RBMC Totats, teunas 1-35)
* {1 - (RBMC Vowme Datrbubon (WP PR5-E), RBMC Monmachinabie shars under 36 pounds))
Cownn [B] pounos 1t 35 * (JBa) « [BolTTBc) * (RBMC Voume Dstriwtion (WP -PRS-£). REMC Totals. pounds 1-35)
* REBMC Voume Detibuton (WP-PRE-S) RBMC Nonmachmabi share uwnaer 35 pounds)
Commn 18], pounds 36 w 70, pus Baloon = JBa] + Mb[TBe] * REMC Vourm Dutribunon (WP-PRS8) REMC Totak. pounds 36 1o 70, phus Baliovn)
Caicutaton  [C4] ~ {Sum of Cowmnne jA] nd [B] pounds 1-35)
{Ca} = {Sum of RBMC vowme Detribunon (WR-PRS-E), RBMC Toms Colmn, pounds 1-35)
[ = [CaT/ ICe]
Source [Cgl. [Ch (Axsumed)
Caiston [Dd) = [Sum of Cowma [B) pounds M-70)
[Da) = (Sum of REMC Vo Dstrbubon (W .PRS-§) REME Totsl Coumn, pounds 3610}
[D1 * Od] / [De)
Sowts. DUl [Dh] (Assumwd)
Cakulston [Ed) = (Cokmin [B], Baboon row)
[En = (RBME vowme Datribubter [We-PRS-B) RBMC Totak Column Balioon row)
[Ef} » [Ed] / [Ew]

Worrbook Tat RBMZ Sawings Caicuahon

99



Unit Cost
Savings!"
[Al
; _,; RDU Savings
' Non-Transportation (Per Piece) 3 11.126
Transportation (Per Piece) 3 19.385
Total 3 30.51
|RBMC Savings
Non-Transportation {Per Piece) $ 1.536
Transportation (Per Piece) $ 17.559
Total 3 19.09
‘INotes

2 li4]  Source: (Aa) (WP-PRS-1, Input [9)

: Calculation: [Ab] = (WP-PRS-1, Input [5] * Input [16])
Calculation: [Ac] = ([Aa] + 1AD]}

Source’ |Ad): (WP-PRS-1, Input [12])

Calculation: [Ae] = (WP-PRS-1, input [6) ™ Input [16])
Calculation: [Af) = ([Ad] + [Ae])

Workbook Tab: Oversized Cost Savings
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Summary of Reveriues Impacts'™!

[~
PSRS RDU (4,197 487}
PSRS RBMC (8,718.734}

Return BMC Revenue Impact Datall®

REBMC RBWAC RBWC REMC REMNC REMC REBMC REMC
Waight Zores 1 & 2 Zore ) Zone 4 Zone § Weight Zomes 4 K 2 Zona 3 Zone 4 Tone § -
{Pounds} [A) il 1oy 5] (Pounds) JA] 8] €1 o]
1 [2.378,952) 519.298 2568.437) 65.845) 3 199) (53 {43) {15
2 (1,001.353; (348,330}, (158 321} {4é DAT) ¥ 215) ) {24) (18
1 (1.016.709) (189.107) (57,088} (24,744 38 (185) 42) %) (18]
4 (539.107) {100,050) {45388} (14,418 9 216) (41 an (14)
5 286.253) (52.423) {24 806) {9,124 a0 (138) [e34] {14} z2)
[ {181.521) 30,442} {14324 {5.444) “ {148) (40) 121} )
? (B8, 143) {18.320) B,84B) R 42 (148} (19 22)) ™)
.3 {62.040) [11.584) (5 400 (1,042 42 {13h 24} fral] 1)
] 42.518) 7.778) {3,970 {1,383 44 (L] 25) {15) (B)]
10 (30.242) {5,374y 2,805 {1,079 45 () 25) i) 3y
1 (24 414y [ERETH zam misy ) {#1) @7 113 2)]
12 {15,880} [2.8234) 11489 (588 47 o1y (28} ®) 5)
13 (10.425) {2,110 {1.068) {435 48 (89) 2t 20) )
14 (7.782) (1.520) en (324 L] {8Y) (2%) 112 -
15 {5882) 1,167} [640) (250) 50 (92) ) =} [ré)
16 (4633 {330y, (548) (208 51 (500 {19y (18) )
17 [eE-L ) (rzs) 1€28) {200 52 (B4)) {1y ®) (4)
1) {3.000} [B44) (32%) [+45) 5 % (13} ) (4)
19 2571 519} (305) (134) 54 {44) ) ) -
20 RA11y (438) (234} (133) 55 (58} 1) {2y 14}
r1] (1.8m1) (408) 212) (12D; 55 ®1) 3141 (#) )
FH {1 854y R f240) {108) 57 50 ) L] [
23 (1.562) 1400) (188) mﬂ 58 47y (10 ) )
4 (1.236) zem {193) (B4 L1 (52} {10y @) (14}
o 25 (1174) 31 {153 (713 80 {38y ®) {4Y @)y
26 (PGB} (Z13) (138} {52 69 Q9 (4) @y R?)
. 27 804} {189) {532y (55 &2 (42} =) 2y .
: 28 gpsl] 1198) (2 59 63 @8 il {2} -
2% 1562) (17 my (42) &4 (13} . {4) )
+ 0 t4pd) t12o 8} s L @ - @) )
. 1 8Y) 1105) [tA}) 1 ] (15} 4] @ 4\
32 130) 185) (56) 33y 67 20) L)) {TH .
13 (295) a8y (55} (15) -1 @5} - - -
3 (266)) 54)) 7Y 33) a9 {18) %) (5 -
b {224) (LAY} (LAY 113y ™ @) 2y 5} -
Balloon 144) - 3] -
} Overszed (510) (1) {2383 @8y

-JNotes

q11) Calculaion [Aa) = (RDW Sawngs Caiculsbon (WP-PRS-E) [Ea]} "
(Proposed PRS Reles fWP-PRS-1D) )Y.pound rate -
RDU Savngs Cakuiaton (WP-PRS-8] [Egl} +
{(WP-PR5-1_Input [3} - (RDU Savings Calculabon (WFP-PRS-T) [Ee]) ~
{Proposed PRS Rales (WP-PR5-10]. RDU Oversca Raw -
Propoyed Pancsl Post Retas (WP-PR5S-2)_ intrs-BMC Local Overuze Aaw)
{AD] * Surr of Colrmms [A] 10 [D). 1-pound row 1o Oversaed row
{2] Cakidauon Cokmns [A] 1o T, 1-pound to 15 pounds, and Qrverscts row =
{Proposed PRS Rates (WP-PR3-10). Cowrnns B 1o [E) -
Proposec Parcal Posi Raies {(WP-PRS5-2) Inre-BMC Zonad Rates) *
Volume Dhztributon (WP-PR5.5). Return BMC Pecet. Zones 110 5)
Cowmmns [4) to [D). 36-pounds K 70 pounds =
{Parcel Beleci Retwums Raies (WP-PRE-10) Cowurmns [B) % [E] -
Propozad Farcel Post Retes (WP-PRS-2), (Invs-BMC Zoneo Rates +
Intra-BMC Nonmachinable Surchame)) *
{ Volurne Distibution (WP-PRE-6). Rewm BMC Pwces Zones 1 0 §)
Colmns |A] to [0}, Basoon row =
(Proposed PRS Raws (WP-PRE-10). Com [B] to E] Baliotn row -
Proposed Parcsl Post Ratas (WP-PRES-2). ints-BMC Zaned 15-Pound Rams) *
{Volume Distribusan (WP-PR5-5) RBMC Baklcon Pos | Zones 1 10 5)

YWorkbopk Tat Revenys impacis



Projected Revenue Savings
Volume ! Revenue™ |Cost Savings | Reduction ¥ | Passthrough ¥
[A) [B] [€] 0] E]
fg Parcel Select
RDU 3,200,000 $6,752,195 $8,889,600 $4,197 467 47.2%
RBMC 9,600,000 $28,418,984 $16,982,312 $8,719,734 51.3%
Notes

111 Source: [Aa): (WP-PRS-1, Input [3]}

[Ab}: REMC Forecast (WP-PRS-5), [Ae]

[2) Calculation: [Ba] = {Projected Revenue Calculation (WP-PRS-11), [Aa]

[Bb] = (Projected Revenue Calculation (WP-PRS-11), [Bb]

Caiculation: [Ca] = (RDU Savings Caiculstion (WP-PRS.T), [Ee] *
{RDU Savings Calculation (WP RS -6), [Ec] + [Ed]} ¢
{{WP-PRS5-1, Input [3]} - (RDU Savings Calcuiation (WP-PRS-8), [Ee])} *

{Oversized Cost Savings (WP-PRS-8), [Aa) @ [Ab])

Calculation: [Cb) = {RBMC Savings Calculation (WP-PRS-7), [Cd] + [Dd] @ [Ed]} +
{RBMC Savings Calculation (WP-PRS-T), [Ce]} * (WP-PRS-4, Input [13]} *
{1 - Volume Distribution RBMC (WP-PRS5-$), REMC Nonmachinables share < 35 pounds) +
{Oversized Cost Savings (WP-PRS-8), [Ae] @ [AT]) "
(Votume Distribution RBMC (WP-PRS-6), REMC Total column, Oversized row)
Source: [Da] to [Db): Revenue Impacts (WP-PRS-12), [Aa] 1o [Ab]

Calculation: [E] = [D}/ [C]

Workbook Tab Fmancial Summary
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POSTAL RATE COMMISSION
DOCKET NO. MC2006-1
PARCEL RETURN SERVICE

{, Samuel J. Koroma, hereby declare under penalty of perjury that:

The Direct Testimony of Samuel J. Koroma on Behalf of the United States Postal
Service, denominated USPS-T-3, was prepared by me or under my direction;

Were 1 to give this testimony orally before the Commission, it would be the same;

The interrogatory responses filed under my name, and designated for inclusion in
the record of this docket, were prepared by me or under my direction; and

Were | to respond orally to the questions appearing in the interrogatories, my

answers would be the same.
«JKDMQLP( reo

Samuel J. Koroma

] — S =L

Date
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T2-1. Please refer to attachment G of your testimony, the table titled
“Postage Due Sampling Ratio, USPS Sample Size by Volume Range{1]."

a.

Please confirm that, for the range 1 — 19, all 19 pieces were counted. If you are
unable to confirm, please specifically identify the number of pieces counted and
the derivation of all calculated values.

Please confirm that for the range 20 — 99, 16 pieces (20 percent rounded) were
counted. If you are unable to confirm, please specifically identify the number of
pieces counted and the derivation of all calculated values.

Please confirm that for the range 100 — 199, 15 pieces (15 percent) were
counted. If you are unable to confirm, please specifically identify the number of
pieces counted and show the derivation of all calculated values.

Please confirm that for the range 200 — 299, 10 pieces (10 percent) were
counted. If you are unable to confirm, please specifically identify the number of
pieces counted and the derivation of all calculated values.

RESPONSE:

The referenced table is the guide that should be followed when PRS sampling activities

are performed. It is my understanding that no study has been conducted to verify field

compliance. When the term "were counted"” is used in these interrogatories, it is

assumed that the term "should be sampled™ is what the author actually meant.

(a) Confirmed.

(b) Confirmed.

(¢) Confirmed.

(d) Confirmed.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T2.2. The following interrogatory refers to Attachment C, page 2, footnote
1, of your testimony and Attachment C, page 2, footnote 1 of USPS witness
Eggleston’s, Docket No. MC2003-2 testimony. The source you both reference for your
“productivities (units per Wkhr)" is Docket No. R97-1, LR-H-132, page 329. However,
none of the productivities you use in your Attachment C, page 2 match those used by
witness Eggleston. Please fully explain why the unloading productivities and the dump
containers and sack shake out productivities are not the same as used by witness
Eggleston though you both reference the same source. Include in your response the
derivation of all calculated values, cite all sources relied upon and provide copies of
those sources not previously filed in this docket.

RESPONSE:

The productivities in question are "marginal” productivities that have been adjusted to
reflect the Postal Service volume variability cost methodology (i.e., the actual
productivity values are divided by volume variability factors). If you look at the formula
in the cells, the base productivity figures filed in the instant proceeding are identical to
those relied upon in Docket No. MC2003-2. The reason the marginal productivity
values differ is the fact that different volume variability factors were used. Witness
Eggleston relied on Docket No. R2001-1 volume variability factors. In the instant

proceeding, | have relied on Docket No. R2005-1 volume variability factors.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T2-3. In your testimony in Docket No. R2005-1 (USPS-T-20 at 3), you
note that that Singulation Scan Induction Units (SSIU) have been added to the
Secondary Parcel Sorting Machine (SPSM) and that updated Government Fiscal Year
(GFY) 2003 Productivity Information Management System (PIMS) productivities were

used in the models.
a. Please provide a copy of the GFY 2003 PIM if one has not been previously filed

or pravide a reference to the Commission’s files if it has been filed.

b. Please fully explain how the impact of the SSIU has affected the Secondary
Parcel Sort. Cite alt source documents referenced, provide copies of all source
documents not previously filed in this docket, and the derivation of all calculated

values.
RESPONSE:
(a) Please see Attachment 1.

(b) Please see Attachment 1 and the response to Docket No. R2005-1, POIR No. 4,

Question 5.
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FY 2003 PIMS DATA

Description

PPSM Total Volume
Workhours
Productivity

SPSM Total Volume
Workhours
Productivity

SSM Total Volume
Workhours
Productivity

NMO Total Volume
Workhours
Productivity

Op. No,
120

120
120

130
130
130

140
140
140

201 /202
201 /202
201/ 202

Docket No. MC2006-1
Response to OCA/USPS-T2-3
Attachment 1

Page 1 of 3

Value
1,079.067.306

1,448,700
744.852

931,329,398
559,583
1,664.328

376,627,015
1,081,212
348.338

121,663,627
1,772,233
68.650
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AP | FY
AP 1 2001
AP 2 2001
AP 3 2001
AP 4 2001
AP 5 2001
AP 6 2001
AP 7 2001
AP 8 2001
AP 9 2001
AP 10 2001
AP 11 2001
AP 12 2001
AP 13 2001
AP 1 2002
AP 2 2002
AP 3 2002
AP 4 2002
AP 5 2002
AP 6 2002
AP 7 2002
AP 8 2002
AP 9 2002
AP 10 2002
AP 112002
AP 12 2002
AP 13 2002
AP 1 2003
AP 2 2003
AP 3 2003
AP 4 2003
AP 5 2003
AP 6 2003
AP 7 2003
AP 8 2003
AP 9 2003
AP 10 2003
AP 11 2003
AP 12 2003
AP 13 2003

PPSM
577
615
606
598
635
741
759
780
734
849
846
164
707
689
689
734
712
727
753
765
749
778
763
784
795
772
784
765
747
691
703
754
769
752
752
761
744
743
735

SPSM
1,081
1,007
1,121
1,034
977
1,084
1,162
1,134
1,125
1,193
1,138
1,145
1,001
1.010
1,040
1,131
1,073
1.158
1.163
1,180
1177
1,182
1.296
1.321
1.382
1.397
1,452
1,483
1.484
1.365
1.456
1622
1,695
1,682
1,700
1.836
1756
2.590
2.553

SSM
349
350
350
315
357
359
37N
373
386
386
385
368
363
359
353
354
329
365
364
371
374
369
363
364
359
362
358
353
355
328
357
372
377
372
380
373
362
283
285

Docket No. MC2006-1

Response to OCA/USPS-T2-3

NMO
79
77
71
88
80
73
80
75
80
77
75
80
73
66
65
72
82
78
72
72
69
67
68
67
68
66
68
66
62
66
67
69
71
72
72
71
70
70
73

Attachment 1

Page 3of 3
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER
TO INTERROGATORY OF THE OFFICE.OF THE CONSUMER ADVOCATE

OCA/USPS-T2-4. The following refers to your testimony, in this docket, at pages 2
and 3. You state, “Window service adjustments have then been made using Docket No.
R2005-1 Base Year 2004 data.” Please fully explain the window service adjustments
that were made. Include in your response, each adjustment made, the rationale for that
change, the derivation of all calculated values, cite all sources and provide copies of all
source documents not previously filed in this docket.

RESPONSE:

The use of the word "adjustments" may have caused confusion. The methodology used
in the instant proceeding is identical to that relied upon by witness Eggleston in Docket
No. MC2003-2, with the exceptions that | describe on pages 2 and 3 of my testimony.
Witness Eggleston, however, relied on data from Docket No. R2001-1. | rely on base
year 2004 data from Docket No. R2005-1 to complete my analysis. Therefore, the data

contained in column G in Attachment B pages 2 and 3 of my cost study differ from those

relied upon by witness Eggleston in Docket No. MC2003-2.
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OCA/USPS-T2-5. The following refers to your testimony Attachment C, page 2 and
USPS witness Eggleston’s testimony, Attachment C, page 2, in Docket No. MC2003-2,
The variabilities used in witness Eggleston's testimony differ from the variabilities you
use in your testimony for: (1) BMC Platform, (2) BMC Other, (3) PSM, (4) SSM, (5)
NMO Distribution at BMCs, (6) Piatform Non-BMC, (7} NMO Distribution at Non-BMCs,
and (8) LDC43.

a. If the variabilities used in your testimony Attachment C, page 2, as listed
above, differ from the variabilities utilized in the recent Commission
opinion in Docket No. R2005-1, please resubmit all pages of your
Attachment C using the same variability values as used by the
Commission for the rates recommended in that opinion and include in your
response a variability for SPBS that is comparable to the SSB variability
used by the Commission in the opinion.

b. If in response to part a, above, you resubmit page 2 of Attachment C using
different variabilities, please update all related Tables, Attachments and
workpapers impacted by the change in your testimony in this docket.

RESPONSE:
(a)-(b) The Postal Service is developing a PRS cost model that relies on the data
contained in Docket No. R2005-1, PRC-LR-9. The cost model will be filed once it is

completed.

1le



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T2-6. The following refers fo your testimony, Attachment C, page 4. You
cite footnote “21/” for probabilities that PRS mail is processed on either a PPSM or a
SPSM; however, you have omitted the note. Please provide a cite to the source of the
probabilities, provide a copy of the source document if one has not been previously filed
in this docket, and the derivation of all calculated values.

RESPONSE:
In looking at both my records and the file that is posted on the Commission website,
footnote "21/" in Attachment C, page 4 does appear to have a citation which indicates

that the source of the data were the "August 2005 BMC PRS Survey."

117



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCAJ/USPS-T2-7. The following refers to your testimony, Attachment C, page 5.
“Rows (1&2)/" of Attachment C, page 5, references Docket No. R2001-1, LR-J-64,
Attachment A, page 6. Docket No. R2001-1, LR-J-64, Attachment A, page 6 indicates
that the value for “inter-BMC that is retail” is 36.7 and is a proxy for the percent of Parcel
Post entered at an AQO.

a. Please explain why you use 25.6 percent for inter-BMC that is retail instead
of the 36.7 used by USPS witness Eggleston in Attachment C, page 5, of her
testimony in Docket No. MC2003-2.

b. if the value you use (25.6 percent) is a calculated value, please provide the
derivation, cite all sources relied upon and provide copies of those source
documents not been previously filed in this docket.

RESPONSE:

{a) The formuia relied upon by witness Eggleston is identical to that used in the instant
proceeding. The calculation relies on volume data in the table above the formulas on
the same page. Given that the volumes witness Eggleston relied upon were FY 2000
volumes and the volumes | have relied upon are FY 2004 voiumes, the results differ.

{b) The formula was based on FY 2000 ODIS data. The data were used to estimate the
percentage of Inter-BMC that was entered via retail channels. The results of that
analysis showed that 5.4 percent of the total Parcel Post mail volume consisted of Inter-

BMC "retail” pieces. In the analysis, the term "retail" was defined as single-piece Parcel

Post mail pieces bearing stamps or PV] indicia. The formula is shown below:

0.054 * (BY Total Parcel Post volume) / (BY Inter-BMC Parce! Post volume)

Given that Inter-BMC is not a part of the PRS analysis, it should be noted that this figure

has no bearing on the PRS cost study results.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T2-8. The following refers to your testimony, Attachment C, page 5.
“Rows (1&2)/" of Attachment C, page 5, references Docket No. R2001-1, LR-J-64,
Attachment A, page 6. Docket No. R2001-1, LR-J-64, Attachment A, page 6 indicates
that the value for “intra-BMC that is retail” is 32.2 percent and is a proxy for the percent
of Parcel Post entered at an AQO.

a. Please explain why you use 38.5 percent for intra-BMC that is retail
instead of the 32.2 used by USPS witness Eggleston in Attachment C,
page 5, of her testimony in Docket No. MC2003-2.

b. if the value you use (38.5 percent) is a calculated value, please provide
the derivation, cite all sources relied upon and provide copies of those
source documents if they have not been previously filed in this docket.

RESPONSE:

{(a) The formula relied upon by witness Eggleston is identical to that used in the instant
proceeding. The calculation relies on volume data in the table above the formulas on
the same page. Given that the volumes witness Eggleston relied upon were FY 2000
volumes and the volumes | have relied upon are FY 2004 volumes, the results differ.

{b) The formula was based on FY 2000 ODIS data. The data were used to estimate the
percentage of intra-BMC that was entered via retail channels. The results of that
analysis showed that 3.2 percent of the total Parcel Post mail volume consisted of intra-
BMC "retail" pieces. In the analysis, the term "retail" was defined as single-piece Parcel

Post mail pieces bearing stamps or PVI| indicia. The formula is shown below:

0.032 * (BY Total Parcel Post volume)} / (BY Intra-BMC Parcel Post volume)
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OCA/USPS-T2-9. The following refers to your testimony at page 4.

a.

RESPONSE:

(a) (b} (c)

Please provide a copy of the BMC survey and the survey results
“conducted in order to determine the methods in which the 21 facilities”
currently isolate PRS machinable mail pieces.

You indicate that you used an estimate of 97.36 percent for PRS
machinable mail processed through the PPSM. Please provide the
derivation of the estimate, cite all source documents referenced and
provide copies of those documents not previously filed in this docket.
You indicate that you used an estimate of 24.82 percent for PRS
machinable mail that is further processed on the SPSM. Please provide
the derivation of the estimate, cite all source documents referenced and
provide copies of those documents not previously filed in this docket.

Please see Attachment 2.
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PRS AVERAGE STORAGE DAYS

BMC
No.
1
2
3
4
5
6
7
8
9
10
11
12

13
14
15
16
17
18
19
20
21

Total

PRS Volume

438,510
365,712
377127
222,237
357,789
610,645
276,390
139,422
291,106
656,530
650,827
387,184
308,213
426,109
371,846
462,792
353,486
480,933
767,748
158,861
321,300

8,422,767

Storage
Days
1.500
2.000
1.200
2.000
2.000
2.000
2.000
2.000
2.000
1.200
1.200
2.000
2.000
3.000
2.000
2.000
2.000
2.000
2.000
2.000
1.200

1.834

Docket No. MC2006-1
Response to OCA/USPS-T2-9
Attachment 2

Page 2 of 4
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Docket No. MC2006-1

Response to OCA/USPS-T2-9

Attachment 2
PRS MAIL VOLUME (JULY 2004 - JUNE 2005) Page 4 of 4
Total
No. PRS Volume
1 436,510
2 365,712
3 77,127
4 222237
5 357,789
6 610,645
7 276,390
8 139,422
9 291,106
10 656,530
1 650,827
12 387,184
13 308,213
14 426,109
15 371,848
16 462,792
17 353,486
18 480,933
19 767,748
20 158,861
21 321,300

B.422,767



OCA/USPS-T2-10. The following refers to your testimony at page 5 concerning storage
cost estimates.

a. Piease identify the number of days per week that the two third-party
vendors currently pick-up PRS parcels. Include in your response the
specific day(s) of the week that PRS pick-ups are occurring.

b. Do the existing third-party vendors currently pick-up PRS parcels on
Saturdays?

c. Please provide the “PRS BMC-specific volume data” used to calculate the
1.834 storage days. Please show the derivation of the storage days.
Include in your response cites to all source documents and provide copies
of all source documents not previously filed in this docket.

RESPONSE:

{a) {b) (c) Please see Attachment 2.
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Docket No. MC2006-1 125

Response to OCA/USPS-T2-9

Aftachment 2
PRS COVERAGE FACTORS . Page1of4
BMC Total PPSM SPSM
Na. PRS Volume Coverage Coverage

1 436,510 436,510 0
2 365,712 365,712 365,712
3 37727 377,127 0
4 222,237 0 222,237
5 357,789 357,789 0
6 610,645 610,645 0
7 276,390 276,390 0
8 139,422 139,422 0
9 291,106 291,106 0
10 656,530 656,530 0
11 650,827 650,827 650,827
12 387,184 387,184 0
13 308,213 308,213 4]
14 426,109 426,109 0
15 371,846 371,846 371,846
16 462,792 462,792 0
17 353,486 353,486 0
18 480,933 480,933 0
19 767,748 767,748 ¢
20 158,861 158,861 158,861
21 321,300 321,300 321,300

8,422.767 8,200,530 2,090,783

97.36% 24.82%
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Docket No. MC2006-1

Response to OCA/SPS-T2-8
Attachment 2

PRS AVERAGE STORAGE DAYS Page 2 of 4

MC Total Storage
PRS Volume Days
438,510 1.500
365,712 2.000
377,127 1.200
222237 2.000
357,789 2.000
610,645 2.000
276,380 2.000
139,422 2.000
291,106 2.000
656,530 1.200
650,827 1.200
387,184 2.000
308,213 2.000
426,108 3.000
371,846 2.000
462,792 2.000
353,486 2.000
480,933 2.000
767,748 2.000
158,861 2.000
321,300 1.200

=
NN Zslasienid0oNoaswn f3

8.422,767 1.834



PRS SURVEY RESULTS

- o e =
bu”_cwmwmmauMAI‘o

Participant 1

Particlpant 2

Participant 1

Machinable Machinable Machinsble
Processing Processing Containey
PPSM - Ded PPSM - Ded Pallet Box
SPSM . Man SPSM-Man fallet Box
PPSM - Man PPSM - Man Cardboard box
SPSM - Man SPSM - Ded Gaytord
PPSM - Man PPSM .- Man Gaylerd
PPSM - Sort PPSM - Ded Gaylord
PPSM - Sort PPSM - Ded Cardboard bax
PPSM - Ded PPSM - Ded Gaylord
PPSM - Sort PPSM - Sort Gaylord
PPSM - Man PPSM - Man Fallet Box
SPSM - Man SPSM - Man Cardboard box
PPSM - Man PPSM - Man Gaylord
PPSM - Ded PPSM - Ded Gaylord
PPSM - Man PPSM - Man Cardboard box
SPSM - Man SPSM - Man 4" Pallet Box
PPSM - Man PPSM - Sort Faltet Box
PPSM - Ded PPSM - Ded Gaylord
PPSM - Scrt PPSM - Son Pallet Box
PPSM . Sort PPSM - Son Rotlng Stock
SPSM - Sort SPSM - Sont Gaylord
SPSM - Man SPSM - Man Gaylotd

Ded - Dadicated ninouts feed containers
Man - Dedicated runouts with manual loading
Son - No dedicated runouts with manual soring

Panlicipant 2
Machinable
Containey
Paliet Box
Pallel Box
Cardboard box
Gaytord
Gaylord
Gaylord
Cardboard box
Gaylord
Gaylord
Paleat Box
Cardboard box
Gaylord
Gaylord
Cardboard Box
4" Palled Box
Pallet Box
Gaylord
Pallet Box
Gaylord
Gaylord
Gaylord

Participant {
NMO { Over
Processing
Marnual
Manuai
Manual
Manual
Manual
Mech / Man
Manual
Manual
Manuaf
Mech / Man
Manual
Mech / Man
Mech / Man
Manual
Manual
Manual
Manual
Manual
Manual
Manual
Mech J Man

Participant 2
RMO { Over
Processing
Manuel
Manual
Manual
Manuat
Manual
Mech / Man
Marnual
Manual
Manual
Mech  Man
Manuai
Mech ; Man
Mech / Man
Manuat
Manual
Manual
Manual
Manual
Manual
Manual
Mech { Man

Particlpant 1
HMO [ Over
Container
Pallel Box
Paltat Box
Cardboard Box
Gaylorg
OTR
Gaylord
Cardboard Box
Gayterd
Paflat
Paliet
Cardboard Box
Gaylord
Gaylord
Cardboard Box
Pallet
Paliet Bax
Pallet
Paliet Box
Rolling Stock
Gaytord
Gaylord

Participant 2
NMO / Ovar
Contsiner
Paltel Box
Patiat Box
Cardboard Box
Gaylerd
QTR
Gaylord
Cardboard Box
Gaytord
Pallet
Pailet
Cardboard Box
Gaytord
Gaylord
Cardboard Box
Pallet
GPC
Paliet
Pallet Box
Gaylord
Gaylord
Gaylord

Participant 1
Storage
Location
Floor
Floer
Truck
Floor
Floor
Floor
Floor
Floor f Truck
Floor
Flpor | Truck
Truck
Floor
Floar
Floor
Floor
Floor
Truck
Floot
Ficor
Floor
Floor

Participant 2

Storage
Location
Floor
Teuck
Truck
Floor
Floor
Floor
Floor
Floor / Truck
Floor
Truck
Truck
Floor
Floor
Floor
Floor
Fioor
Truck
Floor
Floor
Floor
Floor

D . MC2006-1

Response . _AMSPS-T2-9
Attachmeni 2
Page 3 of 4
Particlpant 1 Participant 2
Pick Up Pick Up
Days Days
Tu W. Th,F,Sa Tu W.Th F
M Tu W Th F Tu, F, Su
M, Tu, W, Th,F M, Tu, W, Th F
MW F M, Tu, Th
M, W, F M, W, F
Tu, Th, W, F M. W, Th
M, Tu. W, Th,F Tu, Th, Su
M. W F M, Tu, Th
M Tu W F MW, F
M Tu W Th F M Tu W, Th F
M Tu W Th,F M, Tu W, Th F
M, Tu, W Th, F Su, Tu, F
M. W, F M. W, F
M Tu, W, Th F Tu. Th
M, Tu, W, Th F M, W, F
MW F Tu, Th, Su
M, Tu, W, ThF Tu, Th, Su
M W F Tu, Th, Su
M, Tu, W Th F M, Tu F
MW F M, Tu, Th
W, Su M, Tu, W, Th,F

LZT
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Docket No. MC2006-1

Response to OCA/USPS-T2-9

Attachment 2
PRS MAIL VOLUME (JULY 2004 - JUNE 2005) Page 4 of 4
Total
No. PRS Volume
1 436,510
2 365,712
3 377,127
4 222,237
5 357,789
6 610,645
7 276,390
B 139,422
9 291,106
10 656,530
11 650,827
12 387,184
13 308,213
14 426,109
15 371,846
16 462,792
17 353,486
18 480,933
19 767,748
20 158,861
21 321,300

8,422,767
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
OCA/USPS-T2-11. Please refer to storage cost estimates in your testimony at page 5.
a. For calculating the daily cost of storage space, please explain why you
chose to use 303 delivery days rather than the 250 days per year formerly
used by witness Eggleston.
b. What “other postal analyses™ use 303 days per year?
RESPONSE:
(a) My reasoning for making this change is explained in Docket No. MC2006-1, USPS-
T-2, page 5 at lines 5-20. In order to be consistent, it is my understanding that the 303
delivery days figure should probably have been used in Docket No. MC2003-2. The
250 days figure looks, in my opinion, to reflect the number of work days per year per
employee (total possible work days less vacation and holidays).
(b) I have not attempted to determine exactly what analyses rely on the 303 delivery
days per vear figure; it is my understanding that any analysis which requires a delivery
days per vear figure typically relies on the figure | have used in the instant proceeding.
Furthermore, it appears more reasonable to me. The Postal Service (predominantly)
processes and delivers mail six days per week, excluding holidays. When one
multiplies 6 days per week by 52 weeks per year, the total number of days is 312 days.
When the number of postal holidays (10) is subtracted, the number of delivery days per

year is 3C2. | do not know why 303 delivery days per year, rather than 302, is the official

figure used for estimating purposes.



130
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T2-12. The following refers to your testimony at 2. Both you and USPS
witness Eggleston (Docket MC2003-2, USPS-T-2 at 3) make an assumption that the
PRS acceptance costs for the RBMC and the RDU are identical because it was
assumed that most PRS packages would be entered back into the mail stream via
window service. Please provide the percent of total PRS parcels that were returned via:
(1) window service, (2) left for carrier to pick-up, and (3) placed in a USPS collection
box. If you are unable to provide this information, please fully explain and include in
your response the rationale for continuing to assume that only window service costs
need to be incorporated into your cost analysis as opposed to incorporating alt three of
the PRS parcel return options.

RESPONSE:

| think a better way to express what is in the cost study is to say that the only
acceptance costs that have been provided are those associated with accepting a PRS
mail piece through window service channels. The cost savings could vary by method,
but | am not aware of any data which might be available and could be used to quantify
the costs for the other methods. As far as the percentage distribution by channel, it is
my understanding that those data are not available. It should be noted that acceptance

cost savings are only a small component of the total PRS cost savings as indicated

below:
RBMC Machinable 2.38 % RDU Machinable 149 %
RBMC Non-Machinable 047 % RDU Non-Machinable 0.30 %

RBMC Oversize 0.18 % RDU Qversize 0.11 %



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 131

TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T2-16. In the Experimental Parcel Return Services case, Docket No.

MC2003-2, witness Eggleston was asked and answered (Tr.2/171) the following

interrogatory.
OCA/USPS-T2-17. The following interrogatory seeks to clarify the
method of calculating the cost differences between Intra-BMC, RBMC
and RDU parceis. in your testimony, you indicate that RDU and RBMC
parcels will incur less mail processing and transportation costs than an
Intra-BMC parcel. RBMC and RDU parcels are picked up by the retailer
or its agent; thus the USPS will not incur carrier delivery costs. Please
explain where in your cost analysis you account for the carrier delivery
cost savings. If you did not consider carrier delivery cost savings,
please explain fully why you did not do so.

RESPONSE:

My analysis did not account for any potential carrier delivery cost

savings. In keeping with my conservative approach to estimating cost

savings, it was not deemed necessary to attempt such a calculation.
Please provide your response to the same interrogatory. If your answer is the same as
witness Eggleston’s response, please explain why you are being conservative when
carrier cost savings are clearly savings that would logically be included in the cost
savings model.
RESPONSE:
| did not consider carrier delivery cost savings because it is my understanding that the
rate design was not intended to differentiate based on type of delivery, and the pick up
of parcels is generaily viewed as "buik delivery." Furthermore, such savings may not
necessarily be achieved due to the impiementation of PRS. In the absence of PRS, itis

possible that mailers would still have retrieved their parcels in bulk. Finally, | am not

aware of any data that could have been used to measure such savings.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T2-17. Please confirm that if the carrier delivery cost savings were
calculated, then, consistent with your cost savings model, that calculation would be
appropriately included as an additional Attachment to your testimony and its result
included in your Summary of Estimated Cost Differences Compared to Benchmark
(Attachment A, page 1) as a new column labeled “delivery cost savings.” If you do not
confirm, please explain.

RESPONSE:

Not confirmed. Please see my response to OCA/USPS-T2-16.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER

TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T2-18. Please estimate the carrier delivery cost savings and provide your
assumptions, caiculations and sources. Please use data and methodologies appiied in
Commission’s opinion in Docket No. R2005-1, issued November 1, 2005.

if you are not able to estimate the carrier delivery cost savings, please explain.

RESPONSE:

Please see my response to OCA/USPS-T2-16.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. t

1. Please refer to USPS-T-2, attachment B, page 4. The value given for “Docket No.
MC2003-2 Unit Cost Estimate” is $0.014. However, in Docket MC2003-2, USPS-T-
2, Attachment B, page 4, which is footnoted as the source for the above mentioned
value, the unit cost estimate is listed as $0.015. Please explain this difference and
supply updated attachments if the unit cost should not have been listed as $0.014.

RESPONSE:

The originat figure was incorrect. The attachment has been updated accordingly.



Aftachment to Response to POIR No 1, question 1 Attachment B
Page 4 of 4

REVISED 10/21/05
Intra-BMC Bulk Acceptance/Verification Cost Methodology

Docket No. MC2003-2 Unit Cost Estimate 1/ $0.015
TY 2003 Window Service Wage Rate 2/ $32.306
TY 2006 Window Service Wage Rate 3 $36.344
Cost Escalation Factor 4/ 1.125
TY 2006 Unit Cost Estimate 5/ $0.016
Sources

1/: Docket No. MC2003-2, USPS-T-2, Attachment B, page 4
2/: Docket No. MC2003-2, USPS-T-2, Attachment C, page 4
3/: Docket No. MC2006-1, USPS-T-2, Attachment C. page 4
4/:(3)/ (2}

Set
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

2. Please refer to Excel file USPS-T-2_Attachments_FINAL, sheet “Convers_C6".
Column [3] computes “Cubic Feet Per Container”, using the measurements given in
column [2]. Please confirm that cell G13 should contain the equation
=46.5/12*38.5/12"70/12 (with 70 replacing 69}, due to the measurements in column
2 being 46.5X38.5X70. If confirmed, please update the workpaper accordingly. If
not confirmed, please expiain the rationale for using 69.

RESPONSE:
Confirmed. The attachment has been updated accordingly. | have also included a

revised sheet B4 to make the change pointed out regarding the PRC version in question

7



Attachment 1 to response {o POIR No. 1, question 2

Conversion Factor Calculations

Atachment C
Page 6 of 15

‘REVISED 10/21/06

Outside Dim. Inside Dim. EHective Capacity at
Par Confainer Par Container Cubic Feat Parcet Capaciy Average Fuliness Average
(Inches) {Inches} Per Container {# of Parcels) ¥ of Parcels) % FULL
Container Type 1] 12] [3] [4] 5] [6]
Machinable
Palle! 48x40x48 48x40x48 533 125.6 106.8 BS%
Postal Pak 48x40x69 46 5238 Hx69 715 1531 1301 85%
Pallet Box 48x40x69 46 5%38.5x69 715 1531 1347 B8%
Raliet Box tfor space) 48x40x70 46 5x38 5x70 725 1553 116.5 75%
S.4cks on In-house Container 55x41 5x36 £5x41 5x36 56 2 1203 102.3 B85%
NMOs
Palliet 4Bx40x48 48x40x48 533 192 192 100%
Pallel Box 48x40x69 48 5x38 5366 75 234 199 85%
in-house Container 655x41 5x36 &5x41.5x36 56 2 184 156 B5%
Oversize NMOs
108™-1307 an Pallel 48x40x48 48x40x48 533 67 67 100%
1087-1307 v HHC 55241 5x36 65241 5x36 56 2 5.4 6.4 100%
Machinable Nonmachinable 108™.130"

Pieces Per R2000-1 (FY98) R2005-1 (F Y04} R2000-1 (FY38) R2005-1 (FYD4) R2005-1 (FY04)

Container 71 18] [9] [10) k)]
Hack 51 70 nia nia n/a
Sack n OTR 818 1120 nia nfa nia
OTR 63 C M5 271 195 68
APC 357 48 8 140 101 15
Hampet 230 315 90 6.5 23

Cubic Feet Per Parcel Post No. of Sacks No. of Sacks
Machinabie NMO 108™-1307 on IHC on Postal Pak
[12] 1131 [14] [15) _11§)
R2005% 1 (BY0a, 0425 2717 7TH 461 18.59
R2QD0 (BYYB)Y {581 1992

A

Lo vve

* average " lutiness (cobumnn |6]1

TR L omane Methoos Handboos BO-SC/ L Senierber 19921 USPS (R 13D
Lengir ' anih huemgede T2TE2NTZ

e 1 e 1]
Al e Yy ety 30 Vo0 a0 Bise
e CADSt My (iR 4]

T A aCin 10 ACCOUR 0 ‘PHECTAE Cube” AR trokumin (3] - (cokemn (T4} aw tactor) and {cokumn [ 3 1 Heotumn ME] © ar faclon

Bty fashal by and IHC 4 $houid DF 3% 1ol A% practicabie Delore dispalth W0 ¥ o (eatonabie lo assume Ihese contaners will be at ieast B5% ful
Ire ~aaridy OF paliel DOrkS Come oM makky who TSt Rave 75 peto o0t full Doxey  20a 180G Lo bl them 10 Maomize capaciy
Lrae'sw e B8 e tem the Average of 75 ang 10K pescent was used

s 1T Lrrw onm e SR Y L amabe USPROTL
Comemn B Pucres pee conibine: n Doceet N RBA- Y (colmn {717 T YA2 Cubec feet per precl rooiumn [14]1 F Y98 cubic leel per peece (column | 14])
Comorne U Dpenet e KR4 1| arutet USPS 140
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Altachment 2 to response to POIR No. 1, question 2

Piggyback Factors, Wages, Mail Flow Operating Assumptions

Wage Rate with Premium Pay Factor Applied
Premium Pay Factor
TY Other mail processing wage rate

Window Service Adjustment Factor
wWindow Service Base year wage rate
window Service Test year wage rate

Mai Processing Operation Specific Piggyback Factors
NMO Sorting at BMC

Other Operations at BMCs
Piatform BMC

Primary Parcel Sorting Machine
Secondary Parcel Sorting Machine
Sack Sorting Machine - BMC

NMO Soriing at SCF

Platform Non-BMC

NonMODS Athed
NonMODSMANP

Window Service Piggyback factor (Parcel Post)

Mail Flow Operating Assumptions

Fercenl with direcl transportation te desunating debvery unit from BMC

Percent Sorted to 5-Dhgits by Pnmary Parcel Soring Machine

Destinating BMCs wiii teed barcoded destinating mail unfiltered to secondary
Probabibity that mait ted direclly 1o nonspecific secondary will receve more than one sor
Probability thal barcode on secondary will nol be readable

Proportion gf parcel singuiators (551U) being at secondary

Proportion sent from secondary to pnmary due (o S5

Probabiity of Inter-BMC parcef going 1o primary psm at desbination BMC
Probabiity of Inter-BMC parcel being handied by SSHU in destmation BMC
Probability of Intra-BMC and DEMC parcels going to primary psm {or gel keyed)
Probability of intra-BMC ang DBMC on secondary psm

Frobabihty 1hal NMOs will NOT be ingducted on the conveyor syslem {nol used for NMOs over 10!

Probability lhat NMOs will be NOT be moved using fowveyor (nof used far pallets !

Probabihly that PRS machinable mal pleces are procéssed on the PPSM
Probabiily that PRS machinable mail pieces are processed on the SPSM

Sources

1 (2yx(3)

2! Docket No R2005-1 USPS-LR-K.55

3/ Docket No R2005-1, USPS-LR-K-55

al (6)7(5)

5/ Docket No. R2005-1, USPS.LR-K-55

6/ Dockel No R2005-1. USPS.LR-K-55

7+ Docket No R2005-1, USPS.LR-K-52

8/ Docket No R2005-1, USPS.LR-K-52

9/ USPS LR-PCR-40 page 64

104 Docket RZD01-1, USPS LR.J-64. Attachment J page 1 |10]
11/ Dockel R2001-1, USPS LR-J-64 Altachment J. page 1 [9]

$35 371
0989
$35772

1.075
33804
36.344

1.571
1.545
1622
2.145
5.391
2159
1419
1.458
1.738
1.510

1.348

12.3%
20.1%
20.8%
50.0%
3.0%
100.0%
0.0%

83.4%
94 5%
100 DD%
79.9%

41.2%
314%

97 4%,
24 B%

12/ Assumplion thal mail going 1o secondary PSM will be evenly spht between scheme 1 and scheme 2

13/, Assumption used by Operations

14/ Assumphion used by Operatons

15 (14) x {15)

1670 [1- (32)] + [O8) x (12 +{{00) - (320 x (1) - OOV (B} {0IT) x (A2) x [(1) - (16)]}.
170 (12) + [(11) x (133 + (1-(12)] x {141 1))

187 1+ [(1.011)] " (16)

19 1- (11}

20/ Docket R2001-1, USPS LR-J-64, Altachment J page 1.{11]

1/
2/
3

af
5/
6/

74

a/

9/

10/
11/
124
13/
14/
15/

16/
17/
18/
19/

201
20/

21
21/

Attachment C
Page 4 of 15
REVISED 10/21/05
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

5. Please refer to the Excel file that was provided with the answers to OCA/USPS-
T2-9-10, sheet “Avg Storage Days.” To calculate the storage days for each
BMC, six (the number of delivery days per week) is divided by the number of
participant 2's pickup days, taken from the sheet entitled, "Survey Results.” Why
were participant 1's data never used in the calculation of the average storage
days?

RESPONSE:

The Postal Service has not been reporting data due to the fact that there are currently
only two PRS participants. It is my understanding that these data have therefore not
been maintained at the mailer level. In order to be conservative, | relied on the figures

for participant 2, which retrieved its mail slightly less frequently.
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RESPONSE OF UNITED STATES POSTAL SERVICE
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

B. Please refer to the cost sheets that were supplied with the supplemental
responses to OCA/USPS-13 and 15, Attachment F, column {3] (piggyback
factors.}) The source for the piggyback factors is listed as PRC-LR-6, file "PRC
MPPG TYQ6.XLS", worksheet A, cell M49, which is the piggyback factor for “LDC
43 — Unit Distribution — Manual.” However, the USPS version of the cost sheets
that was originally supplied with T-2 did not use this piggyback factor; it used the
piggyback factor for "Parcels — Manual.” Why was the piggyback factor used
from PRC-LR-6 “LDC 43 — Unit Distribution - Manual” instead of “Parcels —
Manual” in the cost sheets supplied for these supplemental responses?

RESPONSE:

The piggyback factor for "Parcels - Manual” should have been used. The attachment
has been updated accordingly. The updated attachment also addresses the issues

raised in POIR No. 1, Questions 1 and 2.



Attachment 1 to response to POIR No. 1, question 6 PRGAsiON
Attachment
Page 10of1
Scanning Cost Estimates rEO 205
Transaction Piggyback Cost per active Number of
PRS Rate Category Time (hours} Wage Rate Factor scan active scans  Scan Cost
1 [21 3] _[4] [5] 16]
RBMC - Machinable 00007 $35.371 1.508 $0.036 0 $0.000
RBMC - Non-machinable 0.00G67 $35.371 1.508 $0.036 0 $0.000
RBMC - Oversize 0.0007 $35.371 1.508 $0.036 0 $0.000
RDU - Machinable D.0007 $35.371 1.508 $0.036 2 $0.073
RDU - Non-machinabile 0.0007 $35.371 1.508 $0.036 2 $0.073
RDU - Oversize 0.0007 $35.371 1.508 $0.0368 3 $0.109

sources
Docket No, R2000-1. USPS-T-30. Section A, Data Sheet A-8

Attachment C. page 4. Premium Pay Adjusted Wage Rate.

Daockel No. R2005-1, PRC-LR-6, file "PRC MPPG TY06.XLS", worksheet A, cell M22
11} x [2] x 13]. Follows methodology shown in Docket No. R2001-1 LR-J-135.
Assumption taken from USPS product description.

ik
{2}
(31
fal.

(5}
{6}

4] x1{9]
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Attachment 2 1o response to POIR No. 1. question 6 PRC Version
Attachment B

Page 4 of 4
Intra-BMC Bulk Acceptance/Verification Cost Methodoiogy REVISED 12/21/05
Docket No, MC2003-2 Unit Cost Estimate 1 $0.015
TY 2003 Window Service Wage Rate 2/ $32 306
TY 2006 Window Service Wage Rate KT $36.344
Cost Escalation Factor 4/ 1.125
TY 2006 Unit Cost Estimate 5f $0.016
Sources

1/: Docket No. MC2003-2, USPS-T-2, Attachment B, page 4
2/: Docket No. MC2003-2, USPS-T-2, Attachment C, page 4
3/: Dockel No. MC2008-1, USPS-T-2, Altachment C, page 4
4/ (3)1{2)

Z¥T



Attachment 3 to response to POIR No. 1, guestion 6

Conversion Factor Calculations

PRC Version
Attachment C
Page 6 of 15

REVISED 1272105

Outsids Dim. tnside Dim. Effective Capacity at
Per Container Per Container Cubic Feet Parcel Capacity Average Fuliness Average
{inches} {Inches) Per Container (# of Parceis) (% of Parcels) % FULL
Container Type [1] 121 I3 j41 15] [6]
Machwnable
Fane 48x40x48 48x40x48 533 1256 106.3 85%
Poslal Pak 48x40x65 46 5238 5x69 715 1531 1301 B5%
Fralle B 48x40x69 46 523B.5x69 715 1531 1347 88%
vabe! . Lo space’ 48x40x70 46 5x38.5x70 25 1553 116.5 75%
e ehouse Comtainer 65x41 5x36 65x41 5x36 562 1203 102.3 85%
NMO
Fatlel 48x40x48 4Bx40x48 533 192 192 100%
Ballel Hes 48x40x69 46.5x38.5x69 s 234 198 B5%
ek (.n)ainer 65x41 5x36 65x41 5x36 56.2 18 4 156 B85%
Ovwersize NMOs
TUHT L300 on Pallel 4Bx40x48 4Bx40xdB 533 87 87 100%
1087-1307 1In IHC £5x41 5236 65x41 5x38 562 64 64 100%
Machinable Nonmachinable 108"-130"
Pieces Per R2000-1 {FY98) R2005-1 (FYO04) R2000-1 (FY98) R2005-1 (FYO4) R2005-1 (FYO4)
Container 7] 8] 9 [10] [11]
ik 51 70 na n/a nia
ek in OTR 813 1120 nla nia n/a
arR 880 945 271 195 &8
S 387 48 B 140 01 35
HamLer 230 315 90 65 23
Cubic Feet Per Parcel Post No. of Sacks No. of Sacks
Machinable NMO 108--13¢" on IHC on Postat Pak
113] 3 114] [15] [16]
R2005 Y (BYOd 0425 27177 T4 14 61 1859
R 2000 (BY58: 0 581 1992
PUMILEY
Coamus PR, Covmares beineds Mancboos POS0Z  September 1992} USPS LR
cwoem Lamgfs | anelth o beaghils L 12710710
e et [V D V3] e RCIOF ) 1D ACCDU T TR HECTvE cube” O [cokumn |13 rooeemn [T Y ax tacton) and (column [3)) 1 {{column [16]) * e factor)
A a4 e pallets 300 1 T lor a0 ee
Come 1N LT e Lol CADRChy (ol (4]0 average % fuiiness icoumn 6]
oane B Paaers postan pans @0 1HC s whou i) D6 ax U 38 ractable DEtore cisDatil k0 4 B P 3S0nabE 10 3Ssurne ThESE contaners will De at least 85% full

Ihe moaxvd, of Dabdl Boaes M rom Madsrs who Musl Rave 75 8¢ Bl 1L Bores and 1end 10 Tl them 10 Mmaremuze CARACHY
Fheeriare W per ool Jhe Brecaoe ofF 75 ang 1K perient was usec
Lok 1T Diow et Mo HB T Bt USR5 140
o [ Preces Do cnf et 0 Doceet Mo RB4.1 jgokemn (7)1 7 F YB2 Cubic Teet 0¢ nece (cobumn [14)1 0 F Y98 cubac teel per prece (Column [14])
Comoron J4] Doenet N MR 1 Lahebit USPS 146
Camen [M1) Pates per contame 0 Dottt Mo RE4 1 (0obomn (9] * FYB2 cutec feet Do peece 1Cobmn [14])  FY98 cubee test pet prece (column [ H4])
Lo eme k11 {okeen [10] 7 comimn [13] 1 cohurtn [15)

Cempme 1ty ARachment C page 5 comma |7) macrnabie parcen

Comre 'y ARACP™ent L Do 5 Cokimn [7] non-machanabae pasces

Lo T4 ARanment O page 5 column (7] oversye parcen

Loeor [ R ot parcen on IHC (Comn S1 Ovi0en by N0 Of DACANS 11 3 SA0K | Lo &

1o 1 N0 Of pATTPE on @ DACEEL LowmnSl Oaaded Dy NG of PATCEH h A sack 1Gmemn B
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DIRECT TESTIMONY
OF
MICHAEL W. MILLER

AUTOBIOGRAPHICAL SKETCH

My name is Michael W. Miller. | am an Economist in Special Studies at the
United States Postal Service. Special Studies is a unit of Corporate Financial Planning
in Finance at Headquarters. | have testified before the Postal Rate Commission on nine
separate occasions.

Most recently, | presented two direct testimonies on behalf of the Postal Service
in Docket No. R2005-1. The first testimony covered First-Class Mail, Periodicals, and
Standard Mail flats mail processing unit cost estimates. The second testimony
presented Parcel Post, Bound Printed Matter, and Media Mail / Library Mail cost
estimates.

In Docket No. C2004-1, | testified as a witness in opposition to the Time Warner,
et al. complaint case.

In Docket No. R2001-1, | sponsored two separate testimonies as a direct witness
on behalf of the Postal Service. The first testimony presented First-Class Mail
letters/cards and Standard Mail letters mail processing unit cost estimates and
worksharing refated savings estimates, the Qualified Business Reply Mail (QBRM)
worksharing related savings estimate, the nonstandard surcharge/nonmachinable
surcharge cost studies, and the Business Reply Mail (BRM) fee cost studies. The
second testimony presented First-Class Mail, Periodicals, and Standard Mail flats mail
processing unit cost estimates.

In Docket No. R2000-1, | testified as the direct witness presenting First-Class
Mail letters/cards and Standard Mail fetters mail processing unit cost estimates and
worksharing related savings estimates. My testimony also included the cost study
supporting the nonstandard surcharge. In that same docket, | also testified as a rebuttal

witness. My testimony contested key elements of the worksharing discount proposals



presented by several First-Class Mail intervenors, as well as the Office of the Consumer
Advocate (OCA). |

In Docket No. R97-1, | testified as a direct witness concerning Prepaid Reply Mail
(PRM) and QBRM mail processing cost avoidance estimates. In that same docket, |
also testified as a rebuttal witness concerning the Courtesy Envelope Mail (CEM)
proposal presented by the OCA.

Prior to joining the Specia! Studies unit in January 1997, | served as an Industrial
Engineer at the Margaret L. Sellers Processing and Distribution Center in San Diego,
California. In that capacity, | worked on field implementation projects. For example, |
was the local coordinator for automation programs in San Diego such as the Remote
Bar Coding System (RBCS) and the Delivery Bar Code Sorter (DBCS). | was also
responsible for planning the operations for a new Processing and Distribution Center
(P&DC) that was activated in 1993. In addition to field work, | have completed detail
assignments within the Systems/Process Integration group in Engineering. My primary
responsibility during those assignments was the deveiopment of Operating System
Layouts (OSL) for new facilities.

Prior to joining the Postal Service, | worked as an Industrial Engineer at General
Dynamics Space Systems Division, where | developed labor and material cost
estimates for new business proposals. These estimates were submitted as part of the
formal bidding process used to solicit government contracts.

| was awarded a Bachelor of Science degree in Industrial Engineering from lowa
State University in 1984 and a Master of Business Administration from San Diego State
University in 1990. | also eamned a Professional Engineer registration in the State of
California in 1990 and a Methods Time Measurement (MTM) "blue card” certification in
2004.
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I PURPOSE AND SCOPE OF TESTIMONY

The purpose of this testimony is to develop Test Year 20086 Parcel Return
Service (PRS) cost estimates. Cost estimates can be found in Attachment A and are
developed for both the Parcel Select Return Bulk Mail Center (RBMC) service and the
Parcel Select Return Delivery Unit (RDU) service. Thase estimates are referenced in
the testimony of witness Koroma (USPS-T-3) and rely on the cost methodology and
cost model presented in Docket No. MC2003-2 by witness Eggleston (USPS-T-2). The
cost model has been modified to incorporate Docket No. R2005-1 data, as well as
information obtained from field personnel.

il GUIDE TO TESTIMONY

This testimony includes eight attachments:

A. Cost Summary
B. Acceptance Cost Estimates
C. Mail Processing Cost Estimates
D. Storage Cost Estimates
E. Transportation Cost Estimates
F. Scanning Cost Estimates
G. Postage Due Cost Estimates
H. Postage Due Survey Data

In addition, this testimony relies on data previously submitted to the Postal Rate
Commission. These data are referenced, as necessary, in this testimony and the cost
model contained in the attachments.

1. PARCEL RETURN SERVICE COST METHODOLOGY

The PRS cost estimates have been separated into six categories: acceptance,
mail processing, storage, transportation, scanning, and postage due. The analysis relies
on a cost avoidance approach. Rather than estimating bottom-up costs, the cost
difference between a benchmark and each rate category is measured. The benchmark
is Intra-BMC Parcel Post.
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A. ACCEPTANCE COST ESTIMATES

The acceptance cost estimates are calculated in Attachment B. The analysis is
limited to window service costs. It is also assumed that the PRS acceptance costs for
the RBMC and RDU services are identical.

Intra-BMC Acceptance Cost Estimates: Intra-BMC mail pieces are assumed to
be either entered individuaily through retail channels, where they must be weighed and
rated, or entered in bulk at the BMEU.

The Test Year (TY) 2008 unit cost estimate for individual retail transactions can
be found in Attachment B, page 2. The cost methodology used to develop this estimate
is identical to that relied upon in Docket No. MC2003-2. A time estimate for a
"weigh/rate” transaction has been taken from Table 3.1 of the transaction time study
conducted in Docket No. R97-1, USPS-LR-H-167. A direct cost per transaction is then
estimated by applying the Docket No. R2005-1 TY 2006 window service wage rate to
the transaction time estimate. Window service adjustments have then been made using
Base Year 2004 data from Docket No.R2005-1, USPS-T-5, Workpapers B. Finally, a
window service piggyback factor is applied.

The unit cost estimate for bulk transactions can be found in Attachment B, page
4. This estimate relies on the TY 2003 estimate from Docket No. MC2003-2. A cost
escalation factor has been calculated by dividing the Docket No. R2005-1 TY 2006
window service wage rate by the Docket No. R2001-1 TY 2003 window service wage
rate. The TY 2006 bulk acceptance unit cost is estimated to be the product of the cost
escalation factor and the Docket No. MC2003-2 bulk acceptance unit cost estimate.

PRS Acceptance Cost Estimates: The TY 2006 unit cost estimate for PRS mail
pieces can be found in Attachment B, page 3. PRS mail pieces can be givento a
carrier, placed in a collection box, or submitted to a window service clerk. The cost
methodology used to develop this estimate is identical to that refied upon in Docket No.
MC2003-2. A time estimate for an "acceptance"” transaction has been taken from Table
3.1 of the Docket No. R97-1 transaction time study. A direct cost per transaction is then
estimated by applying the Docket No. R2005-1 TY 2006 window service wage rate to

the transaction time estimate. Window service adjustments have then been made using
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Docket No. R2005-1 Base Year 2004 data. Finally, a window service piggyback factor is
applied.

The acceptance cost differences between PRS and retail Intra-BMC and PRS
and bulk Intra-BMC are measured in Attachment B, page 1. Those cost difference
estimates are then weighted together using the Docket No. R2005-1 retail and bulk
percentage figures, which are 38.5 percent and 61.5 percent, respectively. The
aggregate cost difference estimate is then appiied to all PRS rate categories, as shown
in Attachment A, page 1.

B. MAIL PROCESSING COST ESTIMATES

The mail processing unit cost estimates by rate category are shown in
Attachment C, page 1. Mode! cost estimates are developed for Intra-BMC, Return Bulk
Mait Center (RBMC), and Return Delivery Unit (RDU) mail pieces that are machinable,
nonmachinable, and oversized. CRA adjustment factors from the Docket No. R2005-1
Parcel Post cost models (USPS-LR-K-46) are then applied. For each rate category, the
mail processing unit cost savings estimates are calculated to be the difference between
the CRA-adjusted mail processing unit cost estimate for a given rate category and the
CRA-adjusted mail processing unit cost estimate for the corresponding Intra-BMC rate
category. For example, the mail processing unit cost savings estimate for the RBMC
machinable rate category reflects the mail processing unit cost difference between an
Intra-BMC machinable mail piece and a RBMC machinable mail piece.

Intra-BMC Mail Processing Unit Cost Estimates: The cost models found in
Attachment C contain updated Test Year 2006 inputs (wage rates, piggyback factors,
volumes, etc.) from Docket No. R2005-1, USPS-LR-K-46. In addition, they also contain
the Parce! Post cost methodology changes | described in my USPS-T-20 testimony in
that docket. Consequently, the intra-BMC machinable, Non Machinable Qutsides
{NMO), and oversize CRA-adjusted mail processing unit cost estimates calculated in
Attachment C, page 1 are identical to those developed in Docket No. R2005-1, USPS-
LR-K-46.

RBMC Mail Processing Unit Cost Estimates: The RBMC cost models also
contain the updated TY 2006 inputs and the Parcel Post cost methodology changes

from Docket No. R2005-1. Other modifications have been made as well. Field
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observations indicate that the Bulk Mail Centers (BMC) isolate the PRS mail on either
the Primary Parcel Sorting Machine (PPSM) or the Secondary Parcel Sorting Machine
(SPSM) and that the mail for both participants at a given facility is isolated using the
same machine. A BMC survey has been conducted in order to determine the methods
in which the 21 facilities are currently isolating PRS machinable mail pieces. Using the
survey results and PRS mail volume data, coverage factors have been developed. it is
estimated that 97.36 percent of the PRS machinable mail is processed through the
PPSM and 24.82 percent is further processed on the SPSM." These coverage factors
have been incorporated into the RBMC machinable cost model found in Attachment C,
page 10.

The RBMC machinable cast mode! from Docket No. MC2003-2 also contained a
line item titled "sort parcels to mailers." That model was developed assuming that the
PRS mail pieces for all participants would be sorted to a single parcel runout or chute,
at which point they would have to be sorted by the participant's ID code in a separate
operation. In reality, the mail pieces bear unique ZIP Codes. Most operations have been
set up such that each participant's mail is sorted to dedicated runouts or chutes. In
some instances, the mail may be sent to the same runout or chute as other parcels and
require further sorting. This circumstance, however, occurs throughout PSM operations
and is already reflected in the productivity figures for those operations. The "sort parcels
to mailers” line item has therefore been deieted from the cost model in Attachment C,
page 10.

The RBMC NMO and oversize cost models from Docket No. MC2003-2 both
contained two line items titled "move NMOs to mach runoff” and “sort by mailer ID."
During field observations, it became apparent that these mail pieces are sorted like any
other mail pieces in NMO operations. Separate containers are located at the NMO
mechanism for both participants. While NMO operations generally involve 3-digit
separations, there are instances, especially for Jocal mail, where 5-digit separations are

being made. The "move NMOs to mach runoff’ and "sort by mailer ID" tasks have

' The PPSM coverage factor is less than 100 percent due to the fact that one facility inducts all outbound
mail "direct-to-secondary "
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therefore been deleted from the cost models, as it is assumed that these tasks would be
covered by the NMO productivity figure. '

RDU Mail Processing Unit Cost Estimates: The RDU cost models also contain
the updated TY 20086 inputs and the Parcel Post cost methodology changes from
Docket No. R2005-1. Based on initial field observations, it has been determined that no
other modifications are necessary.

C. STORAGE COST ESTIMATES

The storage cost methodology in the instant proceeding follows that used by
witness Eggleston in Docket No. MC2003-2. Updated cost model inputs for cost of
space have been obtained from Docket No. R2005-1, USPS-LR-K-52. Furthermore, two
other changes have been made, both of which concern the RBMC storage costs only.
The first change concerns the number of storage days. Witness Eggleston converted
the annual cost of space to a daily cost of space using 250 days per year. It is my
understanding that these data are expressed in terms of delivery days. Furthermore,
other postal analyses assume that there are 303 delivery days per year. Consequently, |
have used the latter figure. Witness Eggleston’s cost model also assumed two storage
days for RBMC mail pieces. The BMC survey described above asked the respondents
for the specific days of the week the participants picked up their PRS mail pieces. The
number of storage days for each BMC has been calculated by dividing six delivery days
by the number of pick-up days per week. Using PRS BMC-specific volume data, the
weighted average number of storage days is calculated to be 1.834 storage days. That
figure has been incorporated into Attachment D, page 1.

D. TRANSPORTATION COST ESTIMATES

Transportation cost estimates can be found in Attachment E, page 1. The
transportation cost methodology relied upon in this docket is identical to the four-step
approach used in Docket No. MC2003-2.7 Test Year 2006 Parcel Post transportation
data from Docket No. R2005-1, USPS-LR-K-89 have been incorporated into the cost
model. The magnitude of the transportation results has also been affected by the
Docket No. R2005-1 average cubic volume for a machinable Parcel Post mail piece,
which is smaller than the figure relied upon in Docket No. MC2003-2.

? Please see Docket No. MC2003-2, USPS-T-2, page 6 at fine 12 to page 8 at line 10.
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E. SCANNING COST ESTIMATES

The scanning cost estimates have been developed using a methodology identical
to that used in Docket No. MC2003-2. RDU machinable and non-machinable mail
pieces require two "active" scans. RDU oversize mail pieces require three active scans.
No active RBMC scans are required. The basis for the Docket No. MC2003-2 estimate
is the time required for a box section clerk to perform a delivery confirmation scan. That
time estimate was obtained from Docket No. R87-1. A more recent estimate can be
found in Docket No. R2000-1, USPS-T-30, Section A, Data Sheet A-8. That estimate of
2.46 seconds has been relied upon in the instant proceeding. A Docket No. R2005-1
wage rate and piggyback factor have also been incorporated into the analysis.

F. POSTAGE DUE COST ESTIMATES

Postage due cost estimates are calculated using a cost methodology identical to
that relied upon in Docket No. MC2003-2. These cost estimates have been developed
for RBMC only. It is assumed that there are no postage due costs for RDU mail pieces.
The current sampling matrix can be found in Attachment G, page 2. The sampliing
operations survey that was presented in USPS-T-2, Attachment H in Docket No.
MC2003-2 is again relied upon in the instant proceeding. A Docket No. R2005-1 wage
rate and piggyback factor have atso been incorporated into the analysis.
IV. SUMMARY OF RESULTS

The total unit cost savings estimates by rate category are shown in Table 1
below:

TABLE 1: PRS UNIT COST SAVINGS ESTIMATES

CATEGORY RBMC RDU

Machinable ($1.421) ($2.270)
Non Machinable ($7.146) ($11.384)
Oversize ($19.096) ($30.513)
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Summary of Estimated Cost Differences Compared to Benchmark

At nt A
] ‘ Of 1

Acceptance Mail Processing Storage Transportation Scanning Postage Due Total
[1] [2] 3 4] {5] [6] 7]

fRBMC

Machinable ($0.034) ($0.532) $0.014 ($0.929) $0.000 $0.070 ($1.421)

Non-machinable ($0.034) ($1.134) $0.096 ($6.144) $0.000 $0.G70 {$7.146)

Oversize {$0.034) {$1.857) $0.284 {$17.560) $0.000 $0.070 ($19.096)
RDU

Machinable {$0.034) ($1.306) $0.039 ($1.037) $0.069 $0.660 (3$2.270)

Non-machinable {$0.0234) ($4.897) $0 262 ($6.784) $0.069 $0.000 ($11.384)

QOversize ($0.034) ($11.970) $0.775 ($19.387) $0.103 $0.000 ($30.513)
Sources

N
12
I3
141
15):
[6}
7x

Attachment B, page 1.
Attachment C, page 1.
Atlachment D, page 1.
Attachment E, page 1.
Attachment F, page 1.
Attachment G, page 1.
Sum of [1] through [6).
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Acceptance Cost Difference Summary (per piece)

Retail Cost Difference

Unit Costs
PRS $0.237 1
Intra-BMC (retail) $0.677 2/
Cost Difference {$0.440) 3/
Bulk Cost Difference
Unit Costs
PRS $0.237 4/
Intra-BMC (bulk) $0.016 5/
Cost Difference $0.221 &/
Weighted Average Cost Difference
Distribution  Cost Difference
[1] 12
Entered at Window (Retail) 38.5% ($0.440) 2a
Entered in Bulk (Non-retail) 651.5% $0.221  2b
Weighted Average Cost Difference per piece {$0.034} 2c

Sources

1/ Attachmen! B, page 3.
2/, Attachment B, page 2.
35 (1) -(2),

4f. Attachment B, page 3.
51 Attachment B, page 4.
6. (4) - (5).

[1} Docket R2005-1, USPS-LR-K-48, page 6.
[2); Estimated cost differences

[2a}: (3).

[2b]: (B).

{2c]: Estimated costs in {2a] and [2b] weighted by percentages in [1],

Attachment B
Page 1 of 4
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Aftachment B

Page 2 of 4
Intra-BMC Retail Transactions
Cost Per "Weight/Rate" Transaction
Transaction Time (in seconds) 64.800 1/
Transaction Time (in minutes) 1.080 2/
TY 06 Wage Rate (per hour) 3$36.344 3/
TY 06 Wage Rate (per minute) $0.606 4/
Direct Cost per transaction $0.654 5/
Misc. Volume Variable Window Costs 9.52% x $0654 = $0.062 6/
+  $0.654
$0.716
Waiting Time Adjustment 26.64% x $0.654 = $0.174 7/
+ $0.716
$0.891
Variability 56.37% x $0.891 = $0.502 8/
Piggyback Factor 1.348 x $0.502= $0.677 8/
Cost per minute for Retail Transaction =  $0677 10/
Sources
1/: Docket No. R97-1, LR-H-167 (Transaction Time Study), Table 3.1, page 160, "weight/rate" tas
2/ (1) 160,
3/. Attachment C, page 4, line (6).
4/ (3)/60.
57 (2} x (4).

6:/ Docket No. R2005-1, USPS-LR-K-5, Workpapers B, Worksheet 3.2.1
(break time, clocking in and out, moving equip.).

7/ Docket No. R2005-1, USPS-LR-K-5, Workpapers B, Worksheet 3.2.1

8/: Docket No. R2005-1, USPS-LR-K-5, Workpapers B, Worksheet 3.2.1

9. Docket No. R2005-1, USPS-LR-K-52

10/: Product from (9).



Attachment B

Page 3 of 4
PRS Retail Transactions
Cost Per "Acceptance" Transaction
Transaction Time (in seconds) 22.650 1/
Transaction Time (in minutes) 0.378 2/
TY 06 Wage Rate (per hour) $36.344 3/
TY 06 Wage Rate (per minute) - $0.606 4/
Direct Cost per transaction $0.229 5/
Misc. Volume Variable Window Costs 9.52% x $0.229 = $0.022 6/
+ $0.229
$0.250
Waiting Time Adjustment 26.64% x $0.229 = $0.061 7/
+ $0.250
$0.311
Variability 56.37% x $0.311 = $0.176 8/
Piggyback Factor 1.348 x $0.176 = $0.237 9/
Cost per minute for Retail Transaction = $0.237 10/

Sources

1/
2/

(1) / 60.

3/; Attachment C, page 4, line (6).

4/
5/
6/

Tl
8/
9/

Row (3) / 60.
(2) x (4).

Docket No. R2005-1 , USPS-LR-K-5, Workpapers B, Worksheet 3.2.1
(break time, clocking in and out, moving equip.).

Docket No. R2005-1, USPS-LR-K-5, Workpapers B, Worksheet 3.2.1.
Docket No. R2005-1, USPS-LR-K-5, Workpaper B, Worksheet 3.2.1.

Docket No. R2005-1, USPS-LR-K-52

10/: Product from (9).

Docket No. R97-1, LR-H-167 (Transaction Time Study), Table 3.1, page 160, "accept:
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Intra-BMC Bulk Acceptance/Verification Cost Methodology

Docket No. MC2003-2 Unit Cost Estimate
TY 2003 Window Service Wage Rate

TY 2006 Window Service Waga Rate
Cost Escalation Factor

TY 2006 Unit Cost Estimate

Sources

1/. Docket No. MC2003-2, USPS-T-2, Attachment B, page 4
2/. Docket No. MC2003-2, USPS-T-2, Attachment C, page 4
3/: Docket No. MC2006-1, USPS-T-2, Attachment C, page 4
41 (3) 1 (2)

il
2/
3/
4/
5

$0.014
$32.306
$36.344
1.125
$0.016

Atta
Pa_

ot B
L of4
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Attachment C
Page 1 0f 15
Mail Processing Cost Estimate Summary Page
Estimated Mail Processing Costs
Modeled CRA Adjustment Factors Adjusted
Costs Proportional Fixed Costs
f1] {z] (31 [4]
intra-BMC Machinable $1.222 1.219 $0.120 $1.805 4a
Intra-BMC Non Machinabie $4.353 1.219 $0.120 $5.424 4b
Intra-BMC Oversize $10.588 1.219 $0.120 $13.022 4c
RBMC Machinable $0.785 1.219 $0.120 $1.077 4d
RBMC Nonmachinable $3.422 1.218 $0.120 54200 de
RBMC Oversize $0.064 1.219 $0.120 $11.165  4f
RDU Machinable $0.150 1.219 $0.120 $0.303 49
RDU Nonmachinable $0.334 1.219 $0.120 $0.527 4h
RDU Oversize $0.765 1.219 $0.120 $1.052 4
Estimated Mail Processing Cost Differences
Rate Category Benchmark Cost Difference
i5]

RBMC Machinable intra-BMC mach ($0.532) 5a
RBMC Nonmachinabie intra-BMC nmo ($1.134) 5b
RBMC Oversize Intra-BMC over ($1.857) b5¢
RDU Machinable Intra-BMC mach ($1.306) 5d
RDU Nonmachinable Intra-BMC nmo (54.897) 5e
RDU QOversize intra-BMC over ($11.970)  5f

Sources
[1): Modeled costs from Attachment C, pages 7-15.
[2}. Docket No. R2005-1, USPS-LR-K-46
[3). Docket No. R2005-1, USPS-LR-K-46
(4} {1)" 121 +13)
[5); Difference between Cost Category and Benchmark,
[5a). {4a)-(4d).
[5b]: (4b)-(4&)
[5c}: (4c)-(4f).
(5d]: (4a)-(4g)
[5e]: (4b)-(4h).
[57): (dc)-(4i).



Productivities and Variabilities for Direct Labor Operations

UNLOADING

Unload sacked machinable parcels to extended conveyor
Unload machinable parcels to extended conveyor
Unload non-machinabile parcels

Unload non-machinable parcels to IHC only (proxy for sacks)

Unload wheeled containers
Unload Pallets/Postal Paks/Paliet Box

DUMPING & SACK HANDLING
Dump Containers

Sack shake out

Manually dump sacks at Non-BMC
Sack sorter [PIRS 98)

PARCEL SORTING MACHINE DISTRIBUTION
PPSM

SPSM

SPSM (Before the SSIU)

100 percent Key Rate

NONMACHINABLE OUTSIDES DISTRIBUTION
NMO Distribution

NMO Distribution at SCFs

Parcet Sort at AQ

OTHER OPERATIONS

Tend container ipader/sweep runouts
Crossdock containers

Sack and Tie

LOADING

Bedload NMOs to van from 1HCs (proxy for machinables)
Bedload Sacked Machinables

Load wheeled containers

Load Pallets/Postal Paks/Pallet Boxes

Variabilities

BMC Platform

BMC Other

PSM

SSM

SPBS

NMO Distribution at BMCs
Platform Non-BMC

NMO Distribution at Non-BMCs
LDC43

Sources

1/, Docket No. R97-1, LR-H-132, page 329.

2/: Proxy based on Planning Guidelines (PGLs).
37 GFY 2003 PIMS

4/. National Database, PIRS average 1995 - 2000.

51 National Database, PIRS FY33, (pure keying, no prebarcode).

&/ Docket No. R2005-1, USPS-LR-K-56
71. Docket No. R2005-1, USPS-T-11, Table 1

8 Docket No. R2001-1, LR-J-64, Attachment D, page 2 (sorting 5-digit 1o carrier-route).

Productivities
(Units per Wkhr)

213.2
709.8
183.8
175.6
237
14.0

76
85.4
119.8
419.7

897.4
2008.2
14747

971.1

B2.7
4526
5217

64
8.0
1481

2013

208.1
11.9
13.3

0.83
0.83
0.83
0.83
0.83
0.83
0.83
0.78
0.83

1/
1/
1/
1
1"
1

W

3
4f
5

1
1
1

1/
L
1/
1

7!
7
7/
i
ki
i
T
7
7

Aftachment C
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Arriva) and Dispatch Profiles

Mail Flow Arrival Profile at Originating BMCs

Machinable Parceis Amriving in Bedlioaded Sacks al BMC
Machinabie Parceis Arriving Bediocaded at BMC

Machinable Parcels Arriving sacked in OTRs at BMC

Machinable Parcels Ariving lpose in OTRs at BMC

Machinable Parcels Arriving Palletized at BMC

Machinabie Parcels Amiving in Pallet Boxes at BMC

Machinabie Parcels Arriving in Hampers/APC/OWC (OWC) at BMC

Non-Machinable Parcels Arriving Bedicaded at BMC

Non-Machinable Parcels Arriving Palletized at BMC

Non-Machinable Parcels Arriving in OTR Containers at BMC
Non-Machinable Parcels Arfiving in Hampers/APC/OWC (OWC) at BMC

Mail Flow Arrival Profile from Origin BMCs to Destination BMCs
Machinabie Parcels Amiving in Postal Paks at Destination BMC (from Origin BMC)
NMOs Amiving Palietized at Destination BMC {from Origin BMC)

Mail Flow Arrival at Destinating BMCs for DEMC parcels
Machinable Parcel Amiving Bedloaded at DBMC
Machinabie Parcels Armiving on Pallets a1 DBMC
Machinable Parcels Arriving in OTRs at BMC

Machinabie Parcels Arriving in Gaylords at DBMC
Machinable Parcels arriving in OWC at DBMC

Non-Machinabie Parcels Amving Bedlocaded at DBMCs
Non-Machinable Parceis Amving in Paliet Boxes at DBMC
Non-Machinable Parceis Arnving on Pallets at DBMC

Mail Flow Dispatch Profiles From BMCs to Service Area

Machinable Parcels Dispatched in Bedioaded Sacks to Service Area
Machinable Parcels Dispatched loose in OTRs to Service Area

Machinable Parcets Dispatched sacked in OTRs to Service Area

Machmable Parcels Dispatched in Hampers/APC/IOWC (OWC) to Service Area

Non-Machinable Parcels Digpatched Bedloaded to Service Area

Non-Machinable Parcels Dispatched on Pallets to Service Area

Non-Machinable Parcels Dispatched in OTRs to Service Area

Non-Machinable Parcets Dispatched in Harmpers/APC/OWC (OWC) to Service Area

Mail Fiow Dispatch Profiles to Delivery Unit

Machinable Parcels Dispatched in Bedioaded Sacks ot Delivery Unit
Machinatle Parcels Dispatched loose in OTRs to Service Area to Delivery Unit
Machinable Parcels Dispatched in OWC to Delivery Unit

Non-Machinable Parcets Dispatched Bedioaded to Delivery Unit
Non-Machinaple Parcels Dispatched in OTRs to Delivery Unit
Non-Machinable Parcets Dispatched in Hampers/APC/OWC (OWC) to Delivery Unit

Soyurces

Arrival and Dispatch
Percentages

4.3%

7.0%

11.5%
51.1%
1.5%

0.9%
23.6%

4.0%
1.3%
72.5%
22.2%

100.0%
100.0%

96.2%
0.3%
0.8%
2.6%
0.1%

98.5%
0.7%
0.8%

23.8%
§0.3%
29%
13.0%

12.9%
31.0%
53.6%
2.5%

26.7%
60.3%
13.0%

26.7%
60.3%
13.0%

1/ Docxet No R97.1 USPS LR-H.131, Table 1. Assume 61.6 of bedloaded is loose and 38.4 is sacked.
Assume 81 6 percent of matl in OTRs is loose and 18.4 percent is sacked {(Docket No. R87-1, LR-H-132, page 277).

2/ Assumptions that 100 percent of parcels going from BMC to BMC will be in Postal Paks.
3/ Unicad Profike and # of handlings are from Docket No. R87.1 USPS.LR-H-131, Table 2.
4/, Docket No. RE7-1 USPS LR-H-132, Attachmen! 1, page 274.

5. Docket Mo R97-1 USPS LR-H-132, Attachment 3. pape 278.

&/ Assume same as dispatch profile as BMC, but sacks in OTRs pet bedicaded.

7+ Use Dispatch profile of machinables as a proxy, use bedloaded sacks for bedivaded NMOs.

1/
1/
il
1/
1/
1/
1

1/
0
1
1/

W

3
3/
3

3

3
3

4/
4/
4/
4/

5
5t
5/
54

6/
&/
6/

I
7/
i

Aftachment C
Page 3of 15
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Piggyback Facto}s, Wages, Mail Flow Operating Assumptions

Wage Rate with Premium Pay Factor Applied $35.371
Premium Pay Factor 0.989
TY Other mail processing wage rate $35.772
Window Service Adjustment Factor 1.075
Window Service Base year wage rate 33.804
Window Service Test year wage rate 36.344

Mail Processing Operation Specific Piggyback Factors

NMO Sorting at BMC 1.571
Other Operations at BMCs 1.545
Platform BMC 1622
Primary Parcel Sorting Machine 2.145
Secondary Parcel Sorting Machine 5.391
Sack Sorting Machine - BMC 2159
NMO Sorting at SCF 1.419
Platform Non-BMC 1.458
NonMODS Allied 1.738
NonMODSMANP 1.510
Window Service Piggyback factor (Parcel Post) 1.348
Mail Flow Operating Assumptions

Percent with direct transportation 1o destinating delivery unit from BMC 12.3%
Percent Sorted to 5-Digits by Primary Parcel Sorting Machine 20.1%
Destinating BMCs will feed barcoded destinating mail unfiltered to secondary 208%
Probability that mail fed directly to nonspecific secondary will recerve more than one sort 50.0%
Probability that barcode on secondary will not be readable 3.0%
Proportion of parce! singulators {SS1U) being at secondary 100.0%
Proportion sent from secondary 1o primary due to SS1U 3.0%
Probability of Inter-BMC parcel going to primary psm at destnation BMC 85.7%
Propability of Inter-BMC parce! being handied by SSIU in destination BMC 94.5%
Probability 6f intra-BMC and DBMC parcels going 10 primary psm {or gef keyed} 100.00%
Probability of Intra-BMC and DBMC on secondary psm 79.9%
Probability that NMOs will NOT be inducted on the conveyor system (nof used for NMOs over 10/ 41.2%
Probability that NMOs wilt be NOT be moved using towveyor (not used for pallets) 31.4%
Probability that PRS machinable mail pieces are processed on the PPSM 97 4%
Probability that PRS machinable mail pieces are processed on the SPSM 24 B%
Sources

1 (2) % (3)

2/ Docket No. R2005-1, USPS.LR-K-55

3/: Docket No R2005-1, USPS-LR-K-55

41 (6)/(5).

5+, Docket No. R2005-1, USPS-LR-K-55%

6/ Docket No. R2005-1, USPS-LR-K-55

7t Docket No. R2005-1, USPS-LR-K-52

8/, Docket No. R2005-1, USPS-LR-K-52

9/. USPS LLR-PCR-40, page 64.

10/ Docket R2001-1, USPS LR-J-64, Attachment J, page 1, [10).

11f. Docket R2001-1, USPS LR-J-64, Attachment J, page 1. [9]

12/: Assumption that mail going to secondary PSM will be evenly spiit between scheme 1 and scheme 2.
13/ Assumption used by Operations.

14/ Assumphion used by Operations.

15/ (14) x (15).

16/ [1-(12)] +1(16) x (121 - D] x [(1) - (A 0)] x (16){{V 1) x (12) x [{1) - {16)]}.
174 (12) + [(11) x (13)] + [1-{12)) x [{3-(11)].

185 1+ 11-(11)] " (16).

194 1-(11).

20/: Docket R2001-1, USPS LR-J-64, Attachment J, page 1, {11].

9f

10/
11
12/
1¥
14/
15

16/
17
18/
19/

20/
20/

21
217

Aftachment C
Page 4 of 15

162



Other Inputs
FY 2004 Volumes
Parcents NMO
*% mach % over machinable {non oversize) Oversize Total
I1] 13) [4] i8] [6]
inter-8MC 94.5% 0.063% 73,627,919 4,217,545 48,858 77,894,322
Intra-BMC 04 3% 0.099% 29,007,959 1,710,042 30,331 30,748,332
DBMC 93.4% 0.094% 81,164,769 5617.204 81,739 86,863,713
OSCF 83.4% 0.094% 2,787,960 192,948 2,808 2,983,718
iDDU 93.4%  0.094% 160,004,387 11,079,720 161,227 1M
Total 346,682,994 22,817 458 324,953 369,825,418
Calculation of Percent of inter and Intra entered at origin AQ
Percent of inter-BMC that is retail 25.6% 1/
Percent of intra-BMC that is retail 38.5% 2/

Average Cubic Feet of Parcel Post

M
Machinable 0.425
Non-machinable 2717
QOversize 7938

Sources

Rows (1&2Y. Docket R2001-1, LR-J-64, ARtachment A, page 6.

Columnn [1]
Column {2}

Caolumn [3].

Cotumn [4]

Column [5]:

Column [B}
Column {7}

Dockel R2001-1, LR.J67, Attachmeni A, page 6. Machinable volume / total volume.

Docket R2001-1, LR-J-67, Attachment A, page &. Nonmachmable volume /iotal nonmachinable volume.

Cotumn {1] * column [6}.

Column 16) - column [3] - column [3].

Column [2] * column [6].
GFY2004 RPW volumes.

Docket No. R2005-1, USPS-LR-K-47

Atachment C
Page 5 of 15
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Attachment
Page & of 15
Conversion Factor Calculations
Qutside Dim, Inside Dim. Effective Capacity at
Per Container Par Container Cubic Feet Parcel Capacity Average Fuliness Averags
[inches) {inches) Par Container {* of Parcels) {# of Parcels} % FuLL
Container Type [l 2] 3 {4 5] I5]
Machinable
Pallat 4Bx40xA8 48x40x48 £33 1256 106 8 B5%
Postal Pak 4Bx40x69 46.5%x38.5x89 FAR) 15314 130.1 B5%
Pallel Box 4Bx40xE8 46.5x38.5x69 715 153.1 134.7 BB%
Paliet Box (for space) 4Bx40x70 4€ 5x38 5x70 71.5 1831 114.8 T5%
Sacks on In-house Container B55x41 5x36 B5x41,5x36 56.2 120.3 102.3 B5%
NMOs
Pallet 4Bx40x48 48x40x4B 53.3 18.2 18.2 100%
Pallet Box 4Bx40x69 46.5x38.5x69 715 234 18.9 85%
In-house Comainer 65x41.5x36 E5x41.5%36 56.2 18.4 15.6 B5%
Oversize NMDs
1087 130" on Pallet A8x40x48 4Bx40x4 8 533 &.7 6.7 100%
108-130% in IHC 65x41.5x36 £5x41.5%36 56.2 G4 6.4 100%
Machinable Nonmachinable 103"-130"

Pieces Per R2000-1 (FY98)  R2005-1 (FY04) R2000-1 (FY$8) R2006-1 (FY04) R2005-1 {FYD4)

Container 7 8] [9] [10) 111)
Sack £1 7.0 na na na
Sackin OTR B1B 112.0 na n'a n/a
OTR &80 94 5 271 9.5 68
APC 57 488 14.0 10.1 as
Hampe? 2390 5 8.0 6.5 2.3

Cubic Fest Par Parcel Post No. of Sacks No. of Sacks
Machinable NMOD 108"-130" on IHC on Postal Pak
[12] [13)_ [14] [18 [15)
R2005-1 (BY04) 0425 2777 7.64 14.61 18,59
R2000 (BY98) 0.581 1.892
-l

Commns |1 & 2] Contsmar Sethods F PO-507 (Sep 1992}, USPS LR-H-133

Comsrmn [3]  (Lenptn * wadth * nanght) / (12717712

Colurmn 4] (Cowmn [3}) 1 ((eolunmn [13])* s tactor). 10 scoount for “sfiectree cube” ane (column [1]) / {(cotumn [14]} * s tyeier end (colmn [3]) 1 {(column {16]) * eir tacior).

Ax tacior =1 lor paliets. ang 1 1 kor sl aie
Cowrmn [5] Effectva cutec capacty (Cokmn [4]} * aversge % fuliess (cokemn |8

Cotumn |6 Paliets. postal paks snt IHCA showid te as tull ms pr before teap:

Tharetore B4 percant the sverage &f 75 and 100 percent was used
Cotwrmn [T] Dochat Mo R&4-1 Exhibit USPS- 141

whon

bhe to assumd thase contaners will be at et B5% hA.
The majprty of palet boXes core FOM mailers who musi have 75 percant lul boxes. end teng o (W them o mexmae capactty.

Colume [8] Pretces per contmner in Dochet Me R84-1 (comsmn [IT)* FYAZ cub feat per pace (comn (34]) / FY S8 cube: lest per piete (colum 140

Conrmm [B] Docket Wo RBA-1. Exnitet USPS- 141

Gowmn [10] Paces per contmner n Dockal No RB4-1 (coksmn 19]) * FYAZ cube fast per peeca {Cotrn {14])  FYRS cubec fest per piece (coumn [14])

Comrm [11] Cokume [10) 7 conmn 133 / coturmn [15)

Cownmn [12] Attachment C. page 5, eolhm [7), Mechmabis parsis

Colmn [13] Anachmenl C pags 3 column [T]. non-machmable parcels

Cowwmn [14)  Atachrman( C page 5, columnn (7] oversae parceis

Gowsmn [15] No. of paroais on tMC (column 5) cewded by no 0f parceis n a sack {oolsmn §)
Golurmn [56] Ne of parcets on a parcel (Cokumns) dnaced by no o parosis m 8 sack (colrmn B)
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intra-BMC Machinable Mall Processing Cost Model

[} 12} 13 (4 (51 18
# handlings unils/hr conversion piggyback § per oper S per facilty
Origin AD' $0.068
Move Containers to Dock 03649 321 40 1 1738 $0.048 $0.018
Load Containers 0.3849 11.9 401 1738 $0.129 $0.050
Origin SCF $0.303
Unicad Containers’ 1.0000 $0.038 $0.038
Crossdock contamners 1.0000 8.0 401 1738 $0.191 $0.181
Bedioad Sacks 0.0434 2081 7.0 1.458 $0.035 30 002
Bedioad ioose 0.0696 2013 1.0 1458 $0.256 $0.018
Load Sacks in OTRs 01152 11.9 1120 1458 $0.038 $0.004
Load Loose in OTRs 0.5108 11.8 845 1.458 $0.046 50.023
Load Pabkets 0060 153 106.8 1458 $0.032 $0.001
Load Palet Boxes 0.0090 15.3 1347 1.458 $0.025 $0.000
Load OWCs 0.2360 11.9 401 1.458 $0.108 $0.026
Destination BMC $0.529
Unload Bedload Sack 0D.0434 2132 70 1622 $0.038 $0.002
Unioad Bedlioad Loose 0. D598 7098 10 1622 $0.081 $0.006
Unisad Sacks in OTR 0.1152 237 1120 1622 $0.022 $0.002
Unioad locse in OTR 05108 237 845 16822 $0.026 $0.012
Unioad Paliet 00180 140 1068 1.6822 $0.038 $0.001
Unioad Pallet Boxes D.0D30 40 134.7 1622 $0.030 $0.000
Unioad Other Wheeled Cont. 0.2360 237 401 1622 $0.060 $0.014
Dump OTR of sacks 01152 76 1120 1.545 $0.064 $0.007
Dump OTR of loose 05108 78 845 1.545 $0.076 $0.039
Dump Pallet 0.0160 76 106.8 1.545 $0.067 $0.001
Dump Paliet Boxes 0 0090 76 1347 1.545 $0.053 $0.000
Dump Other Wneeled Cont 0.2380 76 40.1 1.545 $0.179 $0.042
Sack Soner 0 1586 4187 70 2159 $0.026 $0.004
Sack shakeout 0 1586 B5 4 70 1545 $0.091 $0.015
PPSM 1 0000 897 4 1.0 2145 $0.085 $0.085
S5PSM D798 2005 2 1.0 53m $0 095 3$0.076
Sweep Runouts OTR 07327 64 94 .5 1.545 $0.090 $0.068
Sack and Tie 02673 1481 1.0 1545 $0.369 $0.09¢9
Bedioad Sacks 02384 2081 70 1622 3$0.038 $0.009
Load OTRs w/ sacks 0.0289 119 1120 1622 $0.043 $0.001
Load OTRs wi ioose 0 6025 1198 M5 1622 30 051 $0.021
Loac Hampers/OWC 01302 119 4an1 1622 30121 $0.016
Destination SCF $0.441
Unipad Bedload Sacks 0.2091 1756 70 1458 $0.042 $0.009
Unload Sacks in OTR 00253 237 112.0 1458 50019 $0.000
Unipad locse in OTR 05284 237 94 5 1458 $0.023 $0.012
Unioad OWC 0.1142 237 401 1458 $0.054 30.006
Crossdock IHC (Bedload Sack  0.2091 a0 1023 1458 0063 $0.013
Crossdock Sacks in OTR 0 0253 B 1120 1458 $0.057 50.001
Crossdock ioose in OTR 05284 apn 94 5 4458 $0.068 $0.036
Crossdock OWC 0.1142 80 401 1458 30.160 $0.018
Bedload Sacks 02344 2081 70 1458 $0.035 $0.008
Load OTRs w/ ioose @ 5284 119 54 5 1458 30.046 $0.024
Load Hampers/OWC 0.1142 1.8 401 1 458 $0.108 30.012
Destination Delivery Unit $0.181
Unioad Bedioad Sacks 0.2673 1756 70 1458 $0.042 $0.011
Unload loose in CTR 06025 237 94 5 1458 $0.023 30.014
Unload OWC 01302 237 a0 4 1458 $0.054 $0.007
Dump Sacks 0.2673 1198 7.0 1458 $0.062 50.016
Move Contawners from Dock 1.0000 321 640 £.738 $0.G30 $0.030
Son Parcels 1 0000 5217 10 1510 $0.102 30.102
[Model Cost s$1.222 |

Souyrces

Column [1]. Aftachment C, page 3 (amval and dispaich profiles)
Column [2] Attachment C, page 2 {unmns per workhour).

Column [3]. Aftachmert C, page 6 {COnverson factons).

Column [4) Afttachment C, page 4 (piggyback factors)

Column 18] [TY wage sate * column [4]) / {column 12} * column [3]).
Column [B) {cotumn [1] * column {5])

' Number of Handiings at Origin AC from Attachment C, page 5

?Unloag Contamers cost at OSCF uses the sverage cost of unibading containers at ongin BMC as proxy.

Attachment C
Page 7 of 15
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intra-BMC Non-machinable Mail Processing Cost Model

1 [2) [3] | (5] [6i
# handlings  unitshr  conversion piggyback § per oper. $ per facility
Origin AQ® $0.330
Move Containers {o Dock 0.3845 321 8.3 1.738 $0.232 £0.089
Load Containers 0.35848 1.9 8.3 1,738 $0.627 $0.241
Origin SCF $1.388
Unload Containers? 1.0000 $0.170 $0.170
Crossdock corntainers 1.0000 8.0 8.3 1.738 s$o.627 $0.927
Bedload NMOs 0.0400 2013 1.0 1.458 $0.256 50.010
Load NMOs in OTRs 0.7250 11.9 19.5 1.458 $0.223 $0.162
Load NMOs in OWCs 0.2220 1.8 8.3 1.458 $0.526 $0.117
Load NMOs on Pallets 0.0130 15.3 19.2 1.458 $0.176 50.002
Destination BMC $1.277
Unload Bedlpaded NMOs 0.0400 183.9 10 1.822 $0.212 $0.012
Untoad NMOs in CTRs 0.7250 23.7 19.5 1.622 $0.124 $0.090
Unload NMOs in OWC 0.2220 237 8.3 1.622 $0.292 $0.065
Unload NMOs on Pailets 0.0130 140 19.2 1.622 50.214 $0.003
Move IHCs (from bedicad) 0.0165 16.0 156 1.545 $0.218 $0.004
Move OTRs 0.2988 16.0 185 1.545 $0.175 $0.052
Move OWC 0.0815 16.0 83 1.545 $0.412 $0.038
Move Pallets 0.0054 16.0 19.2 1.545 $0.177 $0.001
D. Primary NMO Sonl 1.0000 827 1.0 1.571 $0.672 $0672
Move IHCs 0.0405 16.0 184 1.545 $0.185 $0.007
Move OTRS 0.1681% 16.0 19.5 1.545 30175 $0.029
Move OWC D.00D78 16.0 8.3 1.545 $0.412 $0.003
Move Pallets 0.3098 16.0 192 1.545 $0.177 $0.055
Bedload from IHC 0.1291 2013 1.0 1.622 $0.285 30.037
Load NMOs in CTRs 0 5363 1.9 19.5 1622 $0.243 $0.133
Load NMOs in OWC 0.0248 118 83 1622 $0.585 $0.015
toad NMOs on Pallet 0.3098 15.3 19.2 1622 $0.196 $0.061
Destinaticn SCF $0.928
Unlcad Bedicad to IHC 01291 17586 1.0 1458 50.254 $0.038
Unioad OTRs 0.5383 237 185 1458 $0.112 30.080
Unload OWC 0.0248 237 g3 1458 $0.263 $0.007
Untoad Pallet 0.3058 140 19.2 1458 $0.192 $0.059
Move IHC 0.1291 16.0 156 1.458 $0.205 $0.027
Move CTRs 0.5363 16.0 19.5 1.458 $0.165 $0.088
Move OWC 0.0248 16.0 83 1.458 $0.38% $0.010
Move Pallet 0.3088 16.0 192 1458 $0.167 $0.052
Manuai Sort 1.0000 4526 1.0 1419 $0.111 $0.11
Move IHC 02673 16.0 158 1.458 $0.205 $0.055
Move OTRs 06025 16.0 185 1.458 $0.165 $0.100
Move OWC 0.1302 16.0 83 1458 $0.388 $0.051
Bedioad NMQOs 0.2673 2013 1.0 1458 $0.256 $0.068
Load OTRs w/ loose 0.6025 11.9 18.5 1458 $0.223 $0.135
Loay Hampers/OWC 0.1302 119 B3 1458 $0.526 $0.068
Destination Delivery Unit $0.42%
Unioad Bedload NMOs 02673 1756 10 1458 $0.294 $0.078
Unload loose in OTR 0.6025 237 19.5 1.458 $0.112 $0.067
Unioad OWC 0.1302 237 B.3 1.458 $0.263 $0.034
Move Containers from Dock 1.0000 kv 131 1.738 $0.147 $0.147
Sor Parcels 1.0000 521.7 10 1.510 $0.102 $0.102
jModel Cost $4.353 |

Column [1] Attachment C. page 3 (arrival and dispatch profiles),
Column [2): Attachment C, page 2 {units per workhour).

Coilumn [3]. Attachment C, page § (conversion factors).

Column [4]. Attachment C, page 4 (piggyback factors).

Column {5]. {TY wage rate * column {4]) / (column {2Z] * column [3]).
Column [6]. (column [1] * column [5)).

' Number of Handlings at Origin AQ from Attachment C. page 5.

2 Unioad Containers cost al OSCF uses the average cost of unioading containers at origin BMC as proxy.

Attachment C
Page 8 of 15
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Intra-BMC Non-machinable Oversize Maill Processing Cost Model
Length plus Girth Between 108" and 130"

1 (2] [3] [4] 5] 6]

# handlings _ unitshr  conversion piggyback _ § per oper.  § per facility
Origin AQD' $0.544
Move Contaners to Dock 0 3840 3241 28 1.738 $0.662 $0.255
i oad Containers 0.3845 1.9 25 1.738 $1.781 $0.689
Origin SCF $2.926
Unload Containers’ 1.0600 $0.464 $0.464
Crossdock containers 1.0000 8.0 2.8 1.738 $2.650 $2.850
Bedioad NMOs 0.0400 201.3 1.0 1.458 $0.256 $0.010
Load NMOs in OTRs 0.7250 11.9 6.8 1.458 $G.638 $0.463
Load NMOs in OWCs 0.2220 11.9 2.9 1.458 $1.502 $0.333
Load NMOs on Pallets 0.0130 15.3 6.7 1.458 $0.503 $0.007
Destination BMC $2.629
LUnioad Bedloaded to |HC 0.0400 175.6 1.0 1.622 $0.327 $0.013
{nload NMOs in OTRs 0D.7250 237 68 1622 $0.355 $0.257
Unlpad NMOs in OWC 0.2220 237 2.9 1.622 $0.836 $0.185
Unioad NMOs pn Paliets 00130 14.0 67 1622 $0.611 $0.008
Move HC 0.0400 186.0 5.4 1.545 $0.529 3$0.021
Move OTR 0.7250 16.0 6.8 1.545 $0.500 $0.363
Move OWC 0.2220 16.0 29 1.545 $1.178 50.261
Move Paliet 0.0130 160 B.7 1.545 $0.507 $0.007
D Pnmary NMO Son 1.0000 82.7 10 1.571 $0.672 $0.672
Move HC 0.0125 160 6.4 1.545 $0.529 $0.007
Move OTR 0.2273 16.0 6.8 1.545 $£0.500 $0.114
Move OWC 0.0696 16.0 29 1.545 §$1.178 $0.082
Mave Pallet 0.0130 16.0 6.7 1.545 $0.507 $0.007
Bedioad from IHC 0.12581 2013 10 1.622 $0.285 $0.037
_oad NMOs in OTRs 0.5363 18 6.8 1622 $0.711 $0.381
Load NMOs on Paliet 0 3098 153 6.7 1.622 50.559 $0.173
Load NMOs in OWC 0 0248 119 28 1.622 $1.672 $0.041
Destination SCF $2.213
Unioad Begloag to IHC 01291 1756 10 i.458 $0.254 $0.038
Unioad OTRs 05383 237 68 1458 $0.319 $0.1M
Unioad Palet 03098 4.0 6.7 1458 $0.549 $0.170
Unlpad OWC 00248 237 29 5458 $0.751 $0.019
Move HC 01291 16.0 64 1458 $0.499 $0.064
Move OTRS 0 5363 %0 -3 1458 $0472 $0.253
Move Pallet 0.3098 16.0 87 1.458 $0.478 $0.148
Move OWC 0 0248 16.0 2.8 1.458 3111 $0.028
Manual Son 1.0600 452 8 1.0 1419 50.111 $0.111
Move {HC 02673 160 64 1458 $0.499 $0.133
Move OTRs 06025 160 6.8 1458 0472 $0.284
Move OWC 01302 16.0 2.9 1.458 $1.111 $0.145
Bedioad NMOs 0.2673 2013 1.0 1458 $0.256 $0.068
toad OTRs w! lpose 06025 118 6.6 1458 $0.638 $0.385
Load Hampers/OwWC 0.1302 1.9 29 1458 $1.502 $0.196
Destination Delivery Unit $0.875
Unitoad Bedload NMDs D.2673 1756 1.0 1458 $0.254 3$0.078
Unload loose in OTR 06025 237 &8 1.458 $0.319 $0.192
Unloag OWC 0.1302 237 29 1.458 $0.751 $0.098
Move Containers from Dock 1.0000 321 4.7 1.738 $0.4D4 50,404
Son Parcels 1.0000 521.7 10 1.510 $0.102 $0.102
[Mode) Cost $70.568 )
Sources

Column {1} Attachment C, page 3 (amival and dispatch profiles)

Cotumn [2]. Attachment C. page 2 {units per workhour).

Column [3} Attachment C. page § {conversion factors},

Column [4] Attachrent C, page 4 (piggyback tactors).

Column [S} (TY wage rate * column [4]) / (coiumn [2] * column [3]).

Cotumn {6} (column [1] * column [S]).

' Number of Handlings at Onigin AQ from Attachment C, page 5.
?Unicad Contaners cost at OSCF uses the average cost of unloading containers at ongin BMC as proxy.

Attachment C
Page 9 of 15
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RBMC Machinable Mail Processing Cost Model

Attachment C
Page 10 of 15

(1] 12] (3] {4) (5] (6]
# handlings units/hr _conversion piggyback $ per oper. § per facility
Origin AO' $0.177
Move Containers to Dock 1.0000 321 40.1 1.738 $0.048 $0.048
Load Containers 1.0000 11.9 40.1 1.738 $0.129 $0.129
Origin SCF $0.303
Unload Containers? 1.0000 $0.038 $0.038
Crossdock containers 1.0000 8.0 40.1 1738 $0.191 $0.191
Bedlpad Sacks 0.0434 208.1 7.0 1.458 $0.035 $0.002
Bedload loose 0.0696 201.3 1 1.458 $0.256 $0.018
Load Sacks in OTRs 0.1152 119 112.0 1.458 $0.039 $0.004
Load Loose in OTRs 0.5108 1.8 845 1.458 $0.048 $0.023
Load Pallets 0.0180 15.3 106.8 1.458 $0.032 $0.001
Load Pallet Boxes 0.0090 15.3 1347 1.458 $0.025 $0.000
Load OWCs 0.23560 11.9 40.1 1.458 $0.108 $0.026
Destination BMC $0.306
Unfoad Bedload Sack 0.0434 213.2 7.0 1622 $0.038 $0.002
Unload Bedload Loose 0.0696 709.8 1.0 1622 $0.081 $0.006
Unfoad Sacks in OTR 0.1152 237 112.0 1.622 $0.022 $0.002
Unload ioose in OTR 0.5108 237 945 1622 $0.026 $0.013
Unload Pallet 0.0160 14.0 106.8 1.622 $0.038 $0.001
Unload Pallet Boxes 0.0090 14.0 1347 1.622 $0.030 $0.000
Unioad Other Wheeled Cont. 0.2360 237 401 1.622 $£0.060 $0.014
Dump OTR of sacks 0.1152 76 112.0 1.545 $0.064 $0.007
Dump OTR of loose 0.5108 76 845 1.545 $0.076 $0.039
Dump Pallet 0.0160 76 106.8 1.545 $0.067 $0.001
Dump Pallet Boxes 0.0080 76 134.7 1.545 $0.053 $0.000
Dump Other Wheeled Cont. 0.2360 76 40,1 1.545 $0.179 $0.042
Sack Sorter 0.1586 4187 7.0 2.158 $0.026 $0.004
Sack shakeout 0.1586 B5.4 7.0 1.545 $0.091 $0.015
PPSM 0.9736 897.4 1.0 2.145 $0.085 $0.082
SPSM 0.2482 20052 1.0 5.391 $0.095 $0.024
Move Pallets 1.0000 16.0 1347 1.545 $0.025 $0.025
Load Pallet Boxes 1.0000 153 1347 1.622 $0.028 $0.028
[Model Cost $0.765 |

Sources

Column [1). Aftachment C, page 3 (arrival and dispatch profiles).
Column [2}. Attachment C, page 2 (units per workhour).

Column {3]. Attachment C, page 6 (conversion factors).

Column [4). Attachment C, page 4 {piggyback factors).

Column [5}: (TY wage rate * column [4]) / (column [2] * cotumn [3]).
Column [6). (column [1} * column [S]).

'Assumption that all RBMC will be entered at origin AO.

?Unioad Containers cost at OSCF uses the average cost of unloading containers at origin BMC as proxy.
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RBMC Non-machinable Mail Processing Cost Model

(1] 12] (3]

[4]

{5]

Attachment C
Page 110of 15

(6]

# handlings units/tr _conversion piggyback § per oper. § per facility

Origin AO' $0.859
Move Containers to Dock 1.0000 321 8.3 1.738 $0.232 $0.232
Load Containers 1.0000 11.9 83 1.738 $0.627 $0.627
Origin SCF $1.388
Unioad Containers’ 1.0000 $0.170 $0.170
Crossdock containers 1.0000 8.0 8.3 1.738 $0.927 $0.927
Bedload NMOs 0.0400 201.3 1.0 1.458 $G.256 $0.010
Load NMOs in OTRs 0.7250 119 19.5 1.458 $0.223 $0.162
Load NMOs in OWCs 0.2220 11.9 8.3 1.458 $0.5286 $0.117
Load NMOs on Fallets 0.0130 153 19.2 1.458 $0.176 $0.002
Destination BMC $1.475
Unload Bedicaded NMOs 0.0400 183.9 1.0 1.622 $0.312 $0.012
Unioad NMOs in OTRs 0.7250 237 19.5 1.622 $0.124 $0.090
Unload NMOs in OWC 0.2220 23.7 8.3 1.622 £0.292 $0.065
Unload NMOs on Pallets 0.0130 14.0 18.2 1.622 $0.214 $0.003
Move IHCs {from bedload) 0.0165 16.0 156 1.545 $0.218 $0.004
Move OTRs 0.2588 16.0 19.5 1.545 $0.475 $0.052
Move OWC 0.0915 16.0 83 1.545 $0.412 $0.038
Move Pallets 0.0054 16.0 19.2 1.545 $0.177 $0.001
D. Primary NMO Sort 1.0000 g2.7 1.0 1.571 $0.672 $0.672
Move Pallets 1.0000 16.0 19.2 1.545 $0.177 $0.177
Load NMOs on Pallet 0.3098 15.3 18.2 1.622 $0.196 $0.061
[Mode! Cost $3.422 |
Sources

Column [1). Attachment C, page 3 (armival and dispatch profiles).
Column [2]. Attachment C, page 2 {units per workhour}.

Column {3} Attachment C, page & (conversion factors).

Column [4]; Attachment C, page 4 (piggyback factors).

Column [5): (TY wage rate * column {4]} / (column {2] * column {3]).
Column [6]: {column [1] * column {5]). '

'Assumption that all RBMC will be entered at origin AC.

? Unload Containers cost at OSCF uses the average cost of unfoading containers at origin BMC as proxy.
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Aftachment C
Page 12 of 15
RBMC Non-machinable Oversize Mail Processing Cost Model
Length plus Girth Between 108" and 130"
(1] (2] (3] {4} (5] [6]
# handlings _ units/hr  conversion piggyback $ per oper. $ per facility
Origin AO' $2.454
Move Containers to Dock 1.0000 321 2.9 1.738 $0.662 $0.662
Load Containers 1.0000 11.8 2.9 1.738 $1.791 $1.791
Origin SCF $3.926
Unload Containers® 1.0000 $0.464 $0.464
Crossdock containers 1.0000 8.0 29 1.738 $2.650 $2.650
Bedload NMOs (.0400 201.3 1.0 1.458 $0.256 $0.010
Load NMOs in OTRs 0.7250 11.9 6.8 1.458 $0.638 $0.463
Load NMOs in OWCs 0.2220 11.9 2.9 1.458 $1.502 $0.333
Load NMOs on Pallets 0.0130 15.3 67 1.458 $0.503 $0.007
Destination BMC $2.683
Unload Bedloaded to IHC 0.0400 1756 1.0 1.622 $0.327 $0.013
Unload NMOs in OTRs 0.7250 23.7 6.8 1.622 $0.355 $0.257
Unload NMOs in OWC 0.2220 237 29 1.6822 $0.836 $0.185
Unioad NMOs on Pallets 0.0130 14.0 6.7 1.622 $0.611 $0.008
Move [HC 0 0400 16.0 6.4 1.545 $0.529 $0.021
Move OTR 0.7250 16.0 6.8 1.545 $0.500 $0.363
Move OWC 0.2220 16.0 29 1.545 $1.178 $0.261
Move Pallet 0.0130 16.0 67 1.545 $0.507 $0.007
D. Primary NMO Sor 1.0000 B2.7 10 1.571 $0.672 $0.672
Move Pallet 1.0000 16.0 8.0 1.545 $0.426 $0.426
{ oad NMOs on Pallet 1.0000 15.3 8.0 1.622 $0.470 $0.470
[Model Cost — $5.064 ]

Sources

Column [1]. Attachment C, page 3 {arrival and dispatch profiles).

Column [2]. Attachment C, page 2 {units per workhour).

Column [3}: Attachment C, page & (conversion factors).

Ceolumn [4]. Attachment C, page 4 (piggyback factors).

Column [5]: {TY wage rate * column [4]) / (column {2] * column [3]).

Column [8]: (column [1] * column [5]).

'Assumption that all RBMC will be entered at origin AQ.

2 Unload Containers cost at OSCF uses the average cost of unloading containers at origin BMC as proxy.
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-Attachment C
Page 13 of 15

RDU Machinable Mail Processing Cost Model

{1 [2] (3] [4] (3] (6]
# handfings unitsfhr _conversion piggyback $ per oper. $ per facility

Origin AO & $0.150

Sort by Shipper ID 1.0000 521.7 1.0 1.510 $0.102 $0.102

Move Containers to Dock 1.0000 321 401 1.738 30.048 $0.048

Load Containers 0.0000 11.9 40.1 1.738 $0.129 $0.000
[Model Cost $0.150 |

Sources

Column {1]: All RDU parcels will be sorted 1o shipper and moved to dock (USPS-T-1, Section VII),

Column [2}. Attachment C, page 2 (units per workhour).

Column {3]: Aftachment C, page 6 (conversion factors).

Column [4]. Attachment C, page 4 (piggyback factors).

Cotumn [5]: (TY wage rate * column {4]) / {column [2] * column [3]).

Column [6]:

(cofumn [1] * column [5]).
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Attachment C
Page 14 of 15

RDU Non-machinable Mail Processing Cost Model

M [2) 13} [4) 5] (6]
# handlings  units/hr __ conversion pigayback $ per oper. $ per facility

Origin AQ $0.334

Sort by Shipper ID 1.0000 521.7 1.0 1.510 $0.102 $0.102

Move Containers to Dock 1.0000 321 8.3 1.738 $0.232 $0.232

Load Containers 0.0000 11.9 8.3 1.738 $0.627 $0.000
{Model Cost $0.334 |

Column [1]: All RDU parcels will be sorted to shipper and moved to dock (USPS-T-1, Section V).

Column [2): Attachment C, page 2 {units per workhour).

Column [3]: Attachment C, page 6 (conversion factors).

Column [4]: Attachment C, page 4 (piggyback factors}.

Column [5): (TY wage rate * column [4]} / (column [2] * column [3]}.

Column [8]:

{column [1] * column [5]).
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Attachment C
Page 15 of 15

RDU Oversize Mail Processing Cost Model

Length plus Girth Between 108" and 130"

(1] [2] [3) [4) (5] 6]
# handlings units/nr  conversion piggyback $ per oper. $ per facility

Origin AOD $0.765
Sort by Shipper 1D 1.0000 521.7 1.0 1.510 $0.102 $0.102
Mpve Containers to Dock 1.0000 321 2.9 1.738 $0.662 $0.662
Load Contamners 0.0000 119 29 1.738 $1.791 $0.000

[Wa3eTCost WTeE )
Sources

Column [1): All RDU parcels will be sorted to shipper and moved to dock (USPS-T-1, Section Vil).
Column [2]: Attachment C, page 2 {units per workhour).

Cotumn [3]: Attachment C, page € (conversion factors).

Column [4]; Attachment C, page 4 (piggyback factors).

Column [5]: (TY wage rate * column [4]} / (column [2] * column [3]).

Column {6} {column [1] * cofumn [5]).
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Attachment D
Page 1 of 1
Storage Cost Estimates
Mail Category
Machinable  Non-Machinable Oversize
# of pieces in Container (Paliet Box) 1347 19.9 6.7 1
Total Square Feet taken up by one container 13.3 13.3 13.3
Cost of Space ($/sf) - Annual $17.470 $17.470 $17.470 3/
Space Variability 1.060 1.000 1.000 4/
Space Support Factor 1.354 1.354 1354 &
Cost of Space {$/sf) - Annual $23.660 $23.660 $23.660 &/
Cost per square foot - Daily (303 days) 30.078 $0.078 $0078 7
Cost per Container $1.041 $1.041 $1.041 8/
Cast per piece per day $0.008 $0.052 $0.155 8
Storage Days Required
RBMC 1.834 1.834 1.834 10/
RDU 5.000 5.000 5.000 11/
Cost by PRS Rate Category
RBMC $0.014 $0.096 $0.284 12/
RDU $0.038 $0.262 $0.775 13/
Sources

1+ Attachment C, page 6 (Conversion factors).

2/. Calculation using dimensions of containers.

af: Docket No. MC2003-2, USPS-T-2, Attachment D, page 1

4f. Variability assumption implicit in data filed in Docket No. R2001-1,

5/ Docket No. R94-1, LR-(3-120A, Schedule 5, page 1, line 39 and Schedule 4, page 1, line 44,
6/ (3) x (4 x (5).

7/ (B) ! 303 days.

8/ (2)x(7)

9f (B)/ (1)

10/ August 2005 BMC PRS Survey

11/. Assumption from Product Definition (mailers must pick up RDU parcels every 5 days).
12/ (9) x (10}

13 (9) x (11).
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Attachment E
Page 1 0of 2
Transportation Cost Estimate Summary
Total Cost Average Total Cost
impact per Cubic Feet Impact per
PRS Rate Category Benchmark Cubic Foot per Piece Piece
13 [2] {31
RBMC - Machinable intra-BMC (32.212) 0.425 ($0.839)
RBMC - Non-machinable intra-BMC {$2.212) 2777 ($6.144)
RBMC - Oversize Intra-BMC ($2.212) 7.938 {$17.560)
RDU - Machinable Intra-BMC Local (32.442) 0.425 {$1.037)
RDU - Non-machinable  Intra-BMC Local (32.442) 2777 {$6.784)
RDU - Oversize Intra-BMC Local {$2.442) 7.938 ($19.387)
Sources

[1): Attachment E, page 2.
[2) Attachment C, page 5.

(3] {1l x{2]



Transportation Cost Difference Estimates

‘Assumed Legs of Transportation {1]
Local  intarmediate Long Distance

intra-BMC  [1a]) 1.951 1.947 0.000
RBMC [1b} 1.000 1.000 0.000
RDOU f1c} 0.000 0.000 0.000

Benchmark Transportation Cost per Cubic Foot (2]

Attachment E
Page 2 0of 2

Intra-BMC -
Zone Local Intermediate Long Distance Total
Locat $1.232 $1.211 NiA $2.442
1-2 $2.122 $2.422 N/A $4.544
3 §$2.122 52422 N/A 54,544
4 $2.122 $2.422 N/A $4.544
5 $2.122 $2.422 N/A $4.544
B NIA N/A NiA N/AJ
7 N/A NIA NiA N/A
8 NiA N/A N/A N/A]
PRS Transportation Cost per Cubic Foot [3]
{Benchmark) RBMC (intra-BMC) "~ ROU {intra-BMC) 4"
Zone Local Intermediate Long Distance Total Local intermediste 1ong Distance Total
Local $0.631 50.622 NiA $1.253 $0.000 $0.000 N/A $0.000
zone 1-2 $1.088 $1.244 N/A $2.332 $0.000 $0.000 NIA $0.000
3 $1.088 $1.244 NiA, $2.332 $0.000 $0.000 N/A $0.000
4 $1.088 $1.244 NIA $2.332 $0.000 $0.000 N/A $0.000
5 $1.088 $1.244 NIA $2.332 $0.000 $0.000 N/A $0.000
6 N/A NIA N/A NIA NIA NIA N/A N/,
7 N/A N/A N/A N/A N/A NIA N/A NIA]
8 N/A N/A NIA NIA N/A N/A N/A N/
PRS Transportation Cost Impact per Cubic Foot [4]
TBenchmark) RBMC (intra-BMC) ROU (intra-BMC)
Zone Local Intermediate Long Distance Total Local intermediate Long Distance Total
Local {50.600) ($0.589) N/A {31.189) ($1.232) ($1.211) N/A (§2.442)
1-2 ($1.035) (51.178) N/A ($2.212) (32.122) ($2.422} N/A, (54.544)4
3 ($1.035) {$1.178) NA  ($2.212) (32.122) (52.422) N/A  (34.544)
4 (31.035) (31.178) N/A {$2.212) ($2.122) {$2.422) NiA ($4.544)
5 ($1.035) {$1.178) N{A (82.212) ($2.122) ($2.422) N/A {$4.544)
6 N/A N/A N/A N/A NIA N/A NIA NIAS
7 N/A N/A N/A, N/A N/A N/A NiA N/A
8 NiA N/A NIA N/A NIA NIA NIA N
Sources

{1]: Assumed average number of legs of transportation.

[1a}. Docket No. R2005-1, USPS LR-K-89, Atachment B, page 8.
115]: RBMC will travel from origin AQ to origin SCF (1 local leg) and from origin SCF to origin BMC (1 intermediate leg).

[1b}: Since mailers pick up RDU at origin AQ, it will net incur any transportation legs.

12]: Docket No. R2005-1, USPS LR-K-89, Attachment B, page 11.
[3): Ratio of PSRS Rate Category transportation legs [ 1b&1c) to benchmark [1a) multiplied by benchmark cost [2}.

[4] PSRS transportation cost per cubic foot [3} minus benchmark transportation cost per cubic foot [2).

176



Attachment F
Page t of 1
Scanning Cost Estimates
Transaction Piggyback Costperactive Number of
PRS Rate Category Time (hours} Wage Rate Factot scan active scans Scan Cost
{1 13 [3] [4] _I5 18]
RBMC - Machinable 0.0007 $35.371 1.418 $0.034 0 $0.000
RBMC - Non-machinable 0.0007 $35.371 1.419 $0.034 0 $0.000
RBMC - Oversize 0.0007 $35.371 1.418 $0.034 3] $0.000
RDU - Machinable 0.0007 $35.371 1.419 $0.034 2 $0.069
RDU - Non-machinable 0.0007 $35.371 1.419 $0.034 2 $0.069
RDU - Oversize 0.0007 $35.371 1.419 $0.034 3 $0.103

Sources

11): Docket No. R2000-1, USPS-T-30, Section A, Data Sheet A-8
(2]: Attachment C, page 4. Premium Pay Adjusted Wage Rale.

13): Docket No. R2005-1, USPS-LR-K-52

{4 [11x (2] x (3], Follows methodology shown in Dockel No. R2001-1 LR-J-135.

(5]: Assumption taken from USPS product description.

(6] {41x (5]
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Postage Due Cost Estimates

RBMC

Average Time per piece (minutes)
Average Time per piece (hours)

Wage Rate

Piggyback Factor

Postage Due Cost (for sampled parcels)
Sampling Ratic

Postage Due Cost (for all parcels)

RDU

Sources

1/
21
3/
4/
51
6/
7/
B/

Attachment H, page 4, column 7
{1) / 60 minutes.
Attachment C, page 4

Docket No. R2005-1, USPS-LR-K-53, piggyback for mods 18 BUSREPLY cost pool

(2) x (3) x {4).
Attachment G, page 2
{5} x {B).

Assumed to be insignificant postage due costs since information from the scanned

barcodes will generate a daily postage due manifest.

Value
6.018
.100
$35.371
1.330
$4.717
1.5%
$0.070

$0.000

1/

3/
4/
5/
&/

8/

Attachment G
Page 10f2
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Postage Due Sampling Ratio

USPS Sample Size by Volume Range [1]

Volume
Lower Bound Upper Bound Pieces
1 18 All pieces
20 98 20 % of pieces
100 199 15 % of pieces
200 299 10% of pieces
300 1,999 30 pieces
2,000 3,899 40 pieces
4,000 5999 50 pieces
6.000 7,999 60 pieces
8,000 9,999 70 pieces
10,000 99,999 100 pieces
100,000 499,999 150 pieces
500,000 up 200 pieces

Daily Return Volume (5-day week) [2]

BMC Pieces Sample Size Sampling Ratio

2) [3) [4]
Site A 2,500 40 1.6%
Site B 3,200 40 1.3%
Site C 1,100 30 2.7%
Site D 2,200 40 1.8%
Site E 4400 50 1.1%
Total 13,400 200 1.5%
Sources

[1] Supplied by the Business Mailer's Support HQ division.
[2]. Average returns per BMC per S5-day week.

Data collected by Marketing for existing customer

Data was collected in the Fall of 2002.

Attachment G
Page 2 of 2
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Attachment H

Page 1 of §

Postage Due
Location A [1}

USPS Return Technician A B c D E F G H | J K
Pieces 30 30 a0 30 30 30 30 k1) 30 30 20
Set Up 25 15 15 15 6 15 15 20 20 20 15
Selecting Samples 15 15 50 30 3 7 1 2 2 30 10
Waeighing / Recording Samples 35 10 15 ao 18 60 33 20 67 25 25
Matching Worksheet to Manifest ag 120 100 120 - a5 45 25 105 165 55
Validating Postage Stalement to Manifest
Transferring Postage Slaterment to Post Office
Other 135
(explanation) mesting
Post Office Tasks
Permit System Entry of Postage Due 5 5 5 5 15 15 10 - 15 5 5
TOTAL
Sourcey

{1} thiaugh [4]. Dala collected directly through survey,

[5): Only includes volume when have eniered daia.
|6]: Sum of each row.
{71 161/15)
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Attachment H

Page 2 of 5

Postage Due
Locatlon B [2]

USPS Return Techniclan A B C D E F G H I
Pieces 30 30 a0 30 a0 30 30 30 a0
Set Up 2 2 5 2 3 2 2 2 2
Selecling Samples 10 6 14 6 7 8 8 8 4
Weighing / Recording Samples 20 35 9 21 20 30 20 28 16
Matching Worksheet to Manifest 25 21 30 22 27 25 28 25 18
Validating Postage Statement to Manifest 5 4 9 6 8 5 6 5 4
Transferring Postage Statement to Post Office 5 5 5 6 5 5 36 5 4
Other
(explanation}
Post Office Tasks
Permit System Entry of Postage Due 5 a 7 15 15 10 5 5 15
TOTAL
Sources

[1] through [4); Data collected directly through ¢
[5]: Only includes volumea when have entered d
(6]); Sum of sach row.

(7): 18]/ [5).
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Attachment H

Page 3 of 5

Postage Due

Location C [3)'
USPS Return Techniclan A B C D E H? [ J
Pieces 45 40 45 50 50 80 40 40
Set Up 5 10 15 5 20 5 10 10
Selecting Samples 10 10 10 15 10 20 5 10
Weighing / Recording Samples 35 30 30 30 25 120 35 30
Matching Worksheel to Manifest 30 30 30 30 30 30 30 30
Vatidating Postage Statemen! to Manifest
Transferring Postage Staternent to Post Office
Other 10 5 10 10 10
(explanation}) lravel travel travel travel travel
Post Office Tasks
Permit System Entry of Postage Due 10 10 15 10 30
TOTAL
Sources

[1] through [4]. Data collected directly through ¢
[5): Only includes volume when have entered d
[6]): Sum of each row.

[7): [6}/15)
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Attachment H

Page 4 of 5

Postage Due
Locatlon D [4]

USPS Return Tachnician A B8 C O £ F G H { J4 K L M
Pieces 30 30 30 30 30 30 30 30 30 30 30 30 30
Sel Up 55 35 25 25 30 30 21 29 30 M 30 20 30
Selecting Samples 34 30 - 31 45 25 4 - 63 45 33 32 40
Weighing / Recording Samples a8 268 35 B5 70 55 87 65 65 70 37 85 75
Maltching Workshest 10 Manifest 80 70 70 g5 75 67 274 75 80 5 65 90 105
Validaling Postage Statemsnt {o Manifast 30 40 35 35 35 i8 38 50 20 20 20 35 32

Transfesring Postage Statement to Posi Office
Cther
{explanation)

Post Office Tasks
Permit Systemn Entry of Postage Due

TOTAL

Sources

[1] through [4]. Data collected directly through ¢
[5): Only includes volume when have entered d
[6): Sum of each row.

7] 161715].

€8T
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POSTAL RATE COMMISSION
DOCKET NO. MC2006-1
PARCEL RETURN SERVICE

|, Michael W. Miller, hereby declare under penalty of perjury that:

The Direct Testimony of Michae! W. Miller on Behalf of the United States Postal
Service, denominated USPS-T-2, was prepared by me or under my direction;

Were | to give this testimony orally before the Commission, it would be the same;

The interrogatory responses fited under my name, and designated for inclusion in
the record of this docket, were prepared by me or under my direction; and

Were | to respond orally to the questions appearing in the interrogatories, my

answers would be the same.
7 A

Michael V. Miller

[ //(f /i\/f
!

Date
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 187

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-1. Please review the Docket No. MC2003-2 Stipulation and Agreement,
Attachment C, Section C. Please provide the “second report” for FY 2005, sections A
and B. If you are unable to provide the “second report,” please explain why.

RESPONSE:

The next report due is for the period 7/1/05 through 12/31/05, which has not yet ended.
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-2. In Docket No. MC2003-2, witness Kiefer, on page 15 of his testimony,
stated that in the developmental stages of the Parcel Return Service (PRS) products,
the Postal Service had “numerous” discussions with mailers.

a.

Has the Postal Service had any additional discussions with the current users of
the Parcel Return Service regarding future volume projections? |If so, please
provide a detailed summary of any discussions related to future volume
estimates. If not, please explain how the Postal Service arrived at the need for
PRS beyond FY 2006.

Has the Postal Service had any additional discussions with the current users of
the Parcel Return Service regarding operational probiems — other than the return
label problem — relating to PRS? If so, please provide a detailed summary of
those discussions, actions taken to resolve problems and the final resolution. [f
no problems were identified, please so state.

Has the Postal Service had any PRS “staging” issues and if so, how are those
issues being handled? (Docket No. MC2003-2, USPS-T-1 at 12.)

Has either the Postal Service or the current users of the PRS had service related
issues regarding timely pick-up of the PRS packages at the RBMC or the RDU?
if so, please provide a detailed summary of those discussions and the final
resolution. If no problems were identified, please so state.

Has any participant taking part in the PRS experiment complained or taken issue
with the quality of service received from the USPS? If so, please provide a
detailed summary of those discussions listing all service related issues and the
final resolution. 1f no problems were identified, please so state.

RESPONSE:

a.

Yes. Detailed records were not maintained concerning these discussions, which
involved informatiaon that is proprietary to the participants.

Formal records have not been maintained concerning PRS problem-related
discussions that may have taken place between postal personnel and the
participants. In general, there have been reports of missorts. Additional training
and management attention has been given to the pracess, inciuding service
talks, new signage, and improved quality control procedures. There have been
occasional issues surrounding missed pickup appointments, which have been

addressed typically at the local level.
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 1o
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
Extensive staging issues do not exist at this time. When the volume during any
given time appears to be abnormally excessive, local officials typically contact
the participant and transportation is arranged to address the problem.
The timeliness of pick-up is not currently a major issue. If the transportation
vendor does not pick up the mail on a given day, local officials typically contact

the participant and transportation is arranged to address the problem.

No.



RESPONSE OF THE UNITED STATES POSTAL SERVICE

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-3. Please include in your response to this interrogatory cites to all source
documents used, provide copies of all source documents not previously filed in this
docket, and show the derivation of all calculated values. The current PRS experiment
has elicited only two third-party participants. Given the experience the Postal Service
has garnered during the experiment, please respond to the following:

a.

The average actual square footage used to store PRS parcels per merchant or
third-party vendor per week for RBMCs and RDUs. Please include in your
response cites to all source documents, provide copies of those documents not
previously filed in this docket and show the derivation of all calculations.

Where in each RBMC and RDU does the Postal Service expect to store
increased PRS returned parcel volumes if more merchants or third-party vendors
participate? Please fully explain your response.

At what volume level of PRS return parcels destined to RBMCs will the Postal
Service need to either adjust operations and/or expand facilities to accommodate
the PRS parcel storage? Please fully explain your response

At what volume level of PRS return parce!s destined to RDUs will the Postal
Service need to either adjust operations and/or expand facilities to accommodate
the PRS parcel storage? Please fully explain your response.

RESPONSE:

a.

b

c.d.

This information has not been collected.

At the current time, there are only two PRS participants. Any changes in staging
needs due to an increase in the number of participants will be addressed at the
local level, if and when such changes occur. Field observations indicate that
staging has not been a major 1ssue during the course of this experiment.

Please see the response to b. There has been no need to attempt to determine
the volume levels at RDUs and RBMCs that would result in the need for staging
changes. Presumably, such levels vary locally and could best be addressed
individually. To the extent that staging might need to be addressed across the
board, mail processing operations and/or the requirements for frequency of pick

ups could be adjusted.
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-4. In Docket MC2003-2, the Postal Service restricted access to the Return
Delivery Unit (RDU) to participants electing the “early bird” option. (Docket No.
MC2003-2, USPS-T-1 at 16.) Does the Postal Service anticipate continuing this
restriction if the PRS is offered on a permanent basis? Please fully explain your
response.

RESPONSE:

No. The Postal Service will extend availability, depending on market demand.
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RESPONSE OF THE UNITED STATES POSTAL SERVICE

TC INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-5. In Docket No. MC2003-2, USPS witness Keifer (USPS-T-3 at 4)
indicated that the Postal Service did not have volumes for Parcel Return Service (PRS).
The experimental PRS was expected to provide information to improve the data
availabie for PRS rate design. For each year, FY 2004 and FY 2005, please provide
total PRS volumes by weight category and by zone. Provide cites to ali source
documents and provide copies of those documents not filed in this docket.

RESPONSE:

Data are not available in Fiscal Year increments. See Witness Koroma's (USPS-T-3)
workpapers at WP-PRS-3 for four quarters (July 2004 through June 2005) of PRS

volumes by weight category and by zone which he used in the rate design.
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TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-6. in Docket No. MC2003-2, USPS witness Keifer (USPS-T-3 at 17)
indicated that the proposed changes “will offer merchants and their agents a faster way
to take possession of their customers' returns....” Currently, what evidence does the
USPS have that indicates the success of this service? Please include in your response
specific data comparing the speed with which agents take possession of their
customers' returns using PRS and the alternative service. Cite all source documents
relied upon to respond to this query, show the derivation of all calculated values and
provide copies of those documents not previously filed in this docket.

RESPONSE:

Year-over-year growth of approximately 100% and scores of end-users indicate the

success of this service. The Postal Service is not able to track end-to-end transit time.
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TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

OCAJUSPS-7. Please provide a cross-walk between the statements of facts and
conclusions in the USPS’s Experimental Parcel Return Service's First (filed August 24,
2004), Second (filed February 28, 2005), and Third (August 22, 2005) Semiannual Data
Reports A and B filed with the Commission and the usage of those facts and
conciusions in each of the three testimonies filed in this docket. Please provide the
department name and the individual's name and position title of those who managed the
collection of data provided in the A and B reports.

RESPONSE:

Witness Miller (USPS-T-2) relied on the information contained in the data collection
reports, as shown below. it should be noted, however, that some of the information
contained in those reports is dated. The BMC survey was therefore conducted in order
to coliect data that reflected the most recent operations at the time the case was
prepared.

First Report:

(1) Item A2._ Total volume by BMC.

Used to develop coverage factors and average storage days.

(2) Item A3. BMC pickup frequency.

Used to develop average storage days.

(3) Item A4. Number and types of facilities used as pickup locations.

Used to develop coverage factors and average storage days.

(4) tem AS. Process flows.

Used to make adjustments to cost model as described in USPS-T-2, Section [I1.B.
Second Report:

(1) 'tem A2. Total volume by BMC.

Used to develop coverage factors and average storage days.
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TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

(2) Item A3. BMC pickup frequency.

Used to develop average storage days.

(3) tem A4. Number and types of facilities used as pickup locations.

Used to develop coverage factors and average storage days.

(4) Item A5. Process flows.

Used to make adjustments to cost mode! as described in USPS-T-2, Section Ill.B.

(5) tem B1. Potential mail processing cost model adjustments.

Used to make adjustments to cost model as described in USPS-T-2, Section lIl.B.

(6) ltem B4. Productivity data.

Updated productivity data were used as described in USPS-T-2, Section {li.B. Those
data are identical to the data relied upon in Docket No. R2005-1.

{7} ltem B5 Sampling operations.

No changes have occurred to sampling procedures at this time. Consequently, the data
relied upon in the experimental case were again relied upon in the instant proceeding.
(8) ltem B6. Travel time estimate.

No changes have occurred to sampling procedures at this time. Conseguently, the data
relied upon in the experimental case were again relied upon in the instant proceeding.
(9) item B8 Estimated storage days.

Used to develop average storage days.

(10} Item B10. Productivity data and space utilization.

The data appeared reasonable. Consequently, no changes were made to the cost

model.



RESPONSE OF THE UNITED STATES POSTAL SERVICE
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

Third Report:

(1) item A2. Total volume by BMC.

Used to develop coverage factors and average storage days.

(2) ltem A3. BMC pickup frequency.

Used to develop average storage days.

(3) Item A4. Number and types of facilities used as pickup locations.
Used to develop coverage factors and average storage days.

(4) Item A5. Process flows.

Used to make adjustments to cost mode! as described in USPS-T-2, Section 1II.B.

Witness Daniel (USPS-T-1) used the changes in the total volume by RDU and RBMC
{A1) over the course of the experiment, as well as more current volume information, as
a factor '\n Section lll of her testimony forecasting volume for FY06. She also used the
answers to A5, "Evaluation of whether the process flows match those used to estimate
costs.” AB, "Number of pieces addressed to an RDU but picked up at an RBMC, broken
down into machinable, non-machinable, and oversized groups,” and A11, “The number
of shippers participating in Parcel Select PRS, broken down into shippers that
participate solely in RBMC; solely iIn RDU; or participate in both” in Section Il of her
testimony. These answers support the findings from the experiment that the market has

embraced the service and that the service is operationally feasible.
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
Witness Koroma (USPS-T-3) relied on the following:
First Report:
item No. A1 - Volume by RDU and RBMC, by weight and zone
Second Report:
ltem No. A1 - Volume by RDU and RBMC, by weight and zone

Third Report:

Item No. A1 — Volume by RDU and RBMC, by weight and zone
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-8. In Docket No. MC2003-2, transcript volume 2 at 76-77, samples of the
proposed RDU and RBMC labels are provided. Please provide a current sample of an
RDU and an RBMC label. Include in your response a copy of the instructions provided
by vendors to their customers on how to use the parcel return service label, where to
deposit the returned parcel and any other instructions.

RESPONSE:
John Doe NO POSTAGE
1258 Retum Ln NECESSARY IF
Bethesda MD 20817 MAILED IN THE
UNITED STATES
[
|

PARCEL SELECT RETURN SERVICE

ABC RETURNS INC PERMIT NQ. 77999

AGENT / CLIENT NAME
P -
BMC ZIP - USPS PARCEL RETURN SVC  ©=c /o =in ey oo

” lml o

420 56999 9157 0268 3733 1000 0010 15 X01

Generic RBMC label
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John Doe NO POSTAGE

1258 Retum Ln NECESSARY IF

Bethesda MD 20817 MAILED IN THE

UNITED STATES

]
I
]
e

PARCEL SELECT RETURN SERVICE

ABC RETURNS INC PERMIT NO. 77999

BMC ZIP - USPS PARCEL RETURN SVC

PARCEL RETURN SERVICE
||| 56999

420 56999 9158 0268 3733 1000 0010 14
e

Generic RDU label.
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TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

Exampies of common instructions include

“For easy returns affix the lefthand label to your package and give to US Postal
Service. Please write your name on the return address portion of the label.”

“Affix the pre-paid SmartLabel below to the address side of your package.
Remove any previous label or tape. Drop-off your at package at any US Mail location or
give it to your local mail carrier.”

“SmartLabel is the prepaid preaddressed label below. Remove or cover the
original shipping label. Affix the SmartLabel to package. Repack and enclose this form.
Orop your package in the US Mail. If not using this (abel, please resend your package
back via insured mail.”

“Detach Smartlabe! above and tape to package. Remove any previous shipping
fabels from packaging. Drop return in any US Mail location - at home, work or blue drop
box. The return fees below will be automatically deducted from your refund. Track your
return at our website under My Account.”

“Cut out Merchandise Return label. Write your return address in the space
provided in the upper-eft comer of the label, after the word ‘FROM.” Securely pack the
items to be returned in a box, and, if possible, include the original packing slip in the
package. Affix label squarely onto address side of parcel, covering up any previous
delivery address and barcode without overtapping any adjacent side. Take the package
to your nearest post office for delivery. No postage is necessary if the package is

mailed from within the United States.”
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TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-9. Please refer to the response to OCA/USPS-1, filed November 14, 2005.
The response indicates that the next data collection report is not due until after
December 31, 2005 for the period July 1, 2005 to December 31, 2005. In order to
provide the most up-to-date information available for this docket, please submit an
updated report, including both parts A and B, covering the period July 1, 2005 to
November 1, 2005.

RESPONSE:
A1. Volume by RDU and RBMC, by weight and zone (as possibie).

Due to the fact that only two Parcel Select customers are participating, these
data are not provided.

A2, Weekly volume for each RDU and RBMC (identification of facility
names/locations not required and data may be provided electronically in a PC-
compatible format without hardcopy).

Due to the fact that only two Parcel Select customers are participating, these
data are not provided.

A3. Pickup frequency by facility type.

Both participants pick up Parcel Select Return Bulk Mail Center (RBMC) product
pieces at all 21 BMCs. The pickup frequency varies by mailer and facility, ranging
from two days a week to five days per week. In most cases, the partlc:pants
retrieve the PRS mail pieces three or five days per week.

As of September 30 2005, the Return Delivery Unit (RDU) service has been
rofled out to 1,368 Delivery Units within 61 districts. On average, preliminary field

observations indicate that the PRS participants retrieve the mail pieces three
days per week.

A4. Number and types of facilities used as pickup locations.
See response to A3.
A5. Evaluation of whether the process flows match those used to estimate costs.

The mail processing cost estimates have been revised as described in Docket
No. MC2006-1, USPS-T-2, Section ILB.
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A6. To the extent possible, RDU volume broken down between regular-sized and
oversized parcels.

Due to the fact that only two Parcel Select customers are participating, these
data are not provided.

A7. RBMC volume broken down among machinable, non-machinable and
oversized parcels.

Due to the fact that only two Parcel Select customers are participating, these
data are not provided.

AB. Number of pieces addressed to an RDU but picked up at an RBMC, broken
down into machinable, non-machinable, and oversized groups.

Please see the report filed on August 22, 2005.

A9. To the extent possible, the number of machinable pieces addressed to an
RBMC or an RDU that were transported inter-BMC.

It is estimated, on average, that 1.8 percent of the mail pieces isolated as PRS at
a given BMC were actually entered as origin mail within the service area of
another BMC.

A10. The number of shippers participating in BPM PRS.

Zero.

A11. The number of shippers participating in Parce! Select PRS, broken down into
shippers that participate solely in RBMC; solely in RDU; or participate in both.

Both participants are now using the RBMC and RDU products.

B1. Review operations being performed and comment upon potential adjustments
to the list of RBMC and RDU return service mail processing activities listed on
USPS-T-2, Attachment C, at pages 10-15.

Mail processing madifications to the model filed in Docket No. MC2003-2, USPS-
T-2, Attachment C, at pages 10-15 are described in Docket No. MC2006-1,
USPS-T-2, Section {Il.B.
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B2. Comment upon the accuracy of the percentage estimates provided in USPS-
T-2, Attachment C, page 6, i.e., that containers are as full as estimated, separately
for RBMC and RDU activities.

The percentage full estimates appear reasonable. Field observations have
shown that most containers being dispatched to PRS processing facilities exceed
100 percent full, if the top of the container is defined as being 100 percent.

B3. Provide a ballpark (or more precise) estimate of the capacity utilization
(pieces per container) for Parcel Return Service containers and compare it to the
estimate in USPS-T-2, Attachment D.

During limited sampling, there appeared {0 be some variation among the
participants as to the number of machinable pieces per container. The range was
from 50 pieces to 110 pieces.

The number of nonmachinable / oversize pieces per NMO container was found to
fall between 20 pieces to 30 pieces.

B4. To the extent possible, review and comment upon whether the productivities
in USPS-T-2, Attachment C, pages 2 and 3, continue to reflect best current
) estimates.

The productivity data relied upon in the PRS cost model have been revised as
described in Docket No. MC2006-1, USPS-T-2, Section {II.B.

B5. Review and comment upon the actual sampling operations for manifest
review as compared to the planned operations.

The sampling methods and procedures are likely to evolve over time. At the
current time, however, the sampling operations included in the cost model reflect
those performed in the field.

B6. Review and comment upon the accuracy of the travel time estimate
incorporated into USPS-T-2, Attachment G, page 1, based upon a sample of
actual travel times to shipper locations by Postal Service Return Technicians.

As described in B5, the sampling methods currently being used reflect those
performed in the field. Consequently, the travel time estimate is also reasonable.

B7. Review and comment upon the accuracy of the estimate for the average
number of pieces per manifest in USPS-T-2, Attachment H.

I Due to the fact that only two Parcel Select customers are participating, this
' ) response is not provided.
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B8. Review and comment upon whether the estimated storage days for RBMC
and RDU in USPS-T-2, Attachment D are correct or need to be revised.

The storage cost estimate has been revised as described in Docket No.
MC2008-1, USPS-T-2, Section 1.C.

B9. Review and comment upon the extent of the need for adjustments in pick-up
schedules to alleviate excessive storage time.

During field observations, several BMC managers mentioned that there were
instances when either (1) PRS mail had not been picked up as scheduled, or
(2) additional transportation was required due to higher than expected mail
volume. In all cases, they mentioned that their efforts to work with the
participants to solve the probiems had, for the most part, been successful. Over
time, the occurrence of such adjustments appears to have decreased.

B10. Review and comment upon the accuracy of the following estimates used In
USPS-T-2, Attachments C and D.

a. The estimated units per hour for sorting parcels to mailers for RBMC

machinable returns (125.4 units/hr), RBMC non-machinable returns (100
units/hr) and RBMC non-machinable oversize returns (100 units/hr).

Please see the response to B4,

b. The estimated units per hour for sorting parcels to mallers for RDU
machinable mail {460.6 units/hr).

Please see the response to B4.

c. The estimated space utilization storage costs estimated for RBMC and
RDU rate categories beyond what is reported in response to Part B, subpart

(8).

The storage cost estimate has been revised as described in Docket No.
MC2006-1, USPS-T-2, Section I11.C.
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OCA/USPS-10. Please refer to the responses to interrogatories OCA/USPS-7 and
OCA/USPS-9. For each of the following Report items, describe in detail the method
used to collect the data reported. Include in the description: the position(s) of
personnel (1) collecting the data and (2) reporting the data; the dates that data were
collected; the medium used to collect the data (e.g., telephone, mail, direct observation);

and how many discrete observations were made.
a. First Report, ltems A2, A3, A4, and A5 (OCA/USPS-7)
b. Second Report, ltems A2, A3, A4, and A5; ltems B1, B4, B5, B6, B8, and B10

(OCA/USPS-7).

C. Third Report, items A2, A3, A4, and A5 (OCA/USPS-7).

d. Reports made in response to OCA/USPS-9, ltems A1, A2, A3, A4, A5, A6, A7,
A8, A9, A10, and A11; B1, B2, B3, B4, B5, B6, B7, B8, 89, and B10.

RESPONSE:

(a) FIRST DATA COLLECTION REPORT

This information was reported on August 25, 2004 by the United States Postal Service.
The information was coliected from various parties in multiple functions and was
reviewed by a cross-functional group prior to being submitted to the Commission. The
following responses therefore specify positions with regard to data collection only.

item A2: Volume data have not been reported due to the fact that only two participants
have been using the PRS products. Volume data have been collected using the
electronic manifest file each mailer sends to the Postal Service on a daily basis. These
data collection activities are supervised by the Manager, Ground Products, Package
Services, at Headquarters.

items A3, A4, and A5: In the response to A3, it was indicated that one mailer was
retrieving PRS at 17 Bulk Mail Centers. That information was aobtained from a marketing
specialist who maintained regular email and phone contact with representatives of both
participants. As indicated in the response to ltem A5, an economist conducted fieid
observations at 13 Bulk Mail Centers. Information that was collected during these field
observations was used in the responses to all three items. The dates these field
observations were conducted were as follows: 3/31/04, 4/15/04, 4/16/04 (2 BMCs),
4/18/04, 4/20/04, 4/21/04, 4/22/04, 4/23/04, 4/30/04, 5/20/04, 6/17/04, and 7/19/04.
The field observations generally consisted of a tour that was provided by a BMC

representative familiar with PRS operations and procedures.
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(b) SECOND DATA COLLECTION REPORT

This information was reported on February 28, 2005 by the United States Postal
Service. The information was collected from various parties in multipte functions and
was reviewed by a cross-functional group prior to being submitted to the Commission.
The following responses therefore specify positions with regard to data collection only.
ltem A2: Please see the response to part (a} concerning voiume data.

Item A3: Please see the response to part (a). The information concerning the Return
Delivery Unit (RDU) product was obtained from a marketing specialist who maintained
regular email and phone contact with representatives of both participants.

Item A4: Please see the response to part (a).

Item A5: At a given BMC, the PRS operations were fairly straightforward and did not
undergo any significant changes once they had been established. Phone calls and
emails were periodically exchanged between an economist and the BMC
representatives to verify that no PRS operationa! changes had been implemented.
Furthermore, periodic field observations were conducted at the Washington BMC,
although no formal records were maintained. The goal of these visits was to determine
whether any significant changes had been made.

Item B1: This response was based on the economist's field observations that are
described above.

Item B4: Please see the responses to Docket No. R2005-1, POIR No. 4, Question 5
and Docket No. MC2006-1, OCA/USPS-T2-3.

Items B5, B6: These items were not specifically addressed in the report.

Item BB: This response was based on the economist's field cbservations that are
described above.

item B10: The response to part a was based on the updated PIMS data addressed in
the response to B4. A response to part b was not provided, as neither mailer was using
the RDU product. The response to part ¢ was based on the economist's field

observations that are described above.
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(c) THIRD DATA COLLECTION REPORT

This information was reported on August 22, 2005 by the United States Postal Service.
The information was collected from various parties in multiple functions and was
reviewed by a cross-functional group prior to being submitted to the Commission. The
following responses therefore specify positions with regard to data collection only.
item A2:; Please see the response to part (a) concerning volume data.

Item A3: Please see the response to part (a). The information concerning the Return
Delivery Unit (RDU) product was obtained from the marketing specialist that
coordinated field training efforts.

ltem A4: Please see the response to part (a).

item A5: Please see the response to part (b). The issue concerning the Non
Machinable Outsides (NMO) and oversize cost models was discovered when preparing
the cost models for the instant filing. The comments concerning the RDU product were
based on an economist's field observations conducted at delivery units on 8/4/05,
8/5/05, 8/11/05, and 8/12/05. The field observations generally consisted of a tour that
was provided by a delivery unit representative familiar with PRS operations and

procedures.

{d) OCA/USPS-9

This information was filed on 12/1/05 (errata were filed on 12/5/05) by the United States
Postal Service. The information was collected from various parties in multiple functions
and was reviewed by a cross-functionatl group prior to filing. The following responses
therefore specify positions with regard to data collection only.

items A1, A2: Please see the response to part (a) concerning volume data.

Iitem A3: Please see the response to part (a). The information concerning the Return
Delivery Unit (RDU) product was obtained from the marketing specialist that
coordinated field training efforts.

Item A4: Please see the response to part (a).

Item A5: Please see Docket No. MC20086-1, USPS-T-2, Section lII.B.

Iltems AB, A7: Please see the response to part (a) concerning volume data.
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ltem A8: As stated in the third data collection report, these data are not available.

Iitem A9: Please see the response to part (a) concerning volume data.

item A10: No response is required given that no participants have ever used the BPM
PRS product and no request has been submitted in the instant proceeding for
permanent BPM PRS rates.

Item A11: This information was obtained from the marketing specialist that coordinated
PRS training efforts.

Item B1: Please see Docket No. MC2006-1, USPS-T-2, Section Iil.B.

Item B2: This response was based on the economist's field observations that are
described above.

Item B3: This information was collected by an economist on 12-9-04, 12-17-04, and 12-
23-04. A total of five machinable RBMC containers and three NMO/oversize containers
were sampled.

Item B4: Please see the response to part (c).

Item B5: This information was provided by the marketing specialist that coordinated
PRS training efforts.

Item B6: The costs associated with sampling were based on actual field data collected
prior to Docket No. MC2003-2. Given that sampling procedures had not changed at the
time Docket No. MC2006-1 was filed, the Docket No. MC2003-2 data were again used.
item B7: No response was provided.

Item B8: Please see the response to OCA/USPS-T2-9.

Item B9: This response was based on the economist's field observations that are
described above.

Item B10: For part a, please see Docket No. MC2006-1, USPS-T-2, Section HI.B. For
part b, the estimate appeared reasonable based on the economist's delivery unit field
observations described above. For part ¢, please see Docket No. MC2006-1, USPS-T-
2, Section ill.C.
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TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
REDIRECTED FROM WITNESS MILLER

OCA/USPS-T2-13. Please refer to your testimony Attachment B, pages 2 and 3 of 4.
You use a variability of 56.37% in calculating the Weight/Rate and Acceptance retail
transaction time, respectively, and cite for support Docket No. R2005-1. Does the
variabifity you use conform to the variability utilized by the Commission in establishing
the rates recommended in the recent opinion in Docket No. R2005-1? If not, please,
explain and provide the variability figure used by the Commission. Piease include a
citation to the Commission’s opinion or workpapers.

RESPONSE:

Please see the attached.
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OCA/USPS-T2-15. Please update all exhibits, attachments and tables in your
testimony to reflect the costs determined by the Postal Rate Commission in the Docket
No. R2005-1 Opinion and Recommended Decision.

RESPONSE:

Please see the attached.
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Attachment A
Page 1 of 1
Summary of Estimated Cost Differences Compared to Benchmark
Acceptance Mail Processing Storage Transportation Scanning Postage Due Total
{1 {21 _{31 [4] [5] I6] I7]
RBMC
Machinakle ($0.033) ($0.6186) $0 017 ($0.942) $0.000 $0.073 ($1.501)
Non-machinable ($0033) ($1 262} $0 114 {$6.160) $0.000 $0.073 ($7.268)
Oversize ($0.033)  {$2.025) $0 338 ($17.604) $0.000 $0.073 ($19.251)
ROU
Machinable (30.033) ($1.467) $0.046 {$1.040) $0.077 $0.000 ($2.417)
Non-machinable {$0 033) ($5.523) $0 311 ($6.802} $0.077 $0.000 ($11.970)
Qversize ($0.033) ($13.347) $0.922 {$19.440) $0.115 $0.000 ($31.783
Sources

(1]

2)

(3
(4]

5]

(6]

{71

Attachment B. page 1.

Aftachment C, page 1

Attachment D, page 1.
Attachment E, page 1.
Attachmeni F, page 1.
Attachment G, page 1.
Sum of [1) through [86].
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Acceptance Cost Difference Summary (per piece)

Retail Cost Difference

Unit Costs
PRS $06.231 1
intra-BMC (retail) $0.662 2/
Cost Difference {$0.431) 3/
Bulk Cost Difference
Unit Costs
PRS $0.231 4/
Intra-BMC (builk) $0.016 5/
Cost Difference $0.215 &/
Weighted Average Cost Difference
Distribution  Cost Difference
[1] [2]
Entered at Window {Retai!) 38.5% {$0.431) 2a
Entered in Bulk {Non-retail) §1.5% 30215  2b
Weighted Average Cost Difference per piece {$0.033) 2¢

Sources

1/ Attachment B, page 3
2/ Attachment B, page 2.
31 (1) +2),

4/, Attachment B, page 3.
5/ Attachment B, page 4..
6/ (4)-(5)

[11: Docket R2005-1, USPS-LR-K-46, page 6
[2]: Estimated cost differences

(23] (3)

[2b). (B)

[2¢]: Estimated costs in [2a] and [2b] weighted by percentages in [1].

PRC Version
Attachment B
Page 1 0of 4
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PRC Version
Attachment B
Page 2 of 4
Intra-BMC Retail Transactions
Cost Per "Weight/Rate" Transaction
Transaction Time (in seconds) 64.800 1/
Transaction Time (in minutes) 1.080 2/
TY 06 Wage Rate (per hour) $36.344 3/
TY 06 Wage Rate (per minute) $0.606 4/
Direct Cost per transaction $0.654 5/
Misc. Volume Variable Window Costs 11.50% x $0.654 = $0.075 6/
+ $0.654
$0.729
Waiting Time Adjustment 20.40% x $0.654 = $0.133 7/
+ $0.729
$0.863
Variability 56.37% x $0.863 = $0.486 8/
Piggyback Factor 1.361 x $0.486 = $0.662 9/
Cost per minute for Retail Transaction = $0.662 10/

Sources
Docket No. R97-1, LR-H-167 (Transaction Time Study), Table 3.1, page 160, "weight/rate” task

1/
2/
KIS
4/
5/
6:f

T
8/
9/:

(1) ! 60.
Attachment C, page 4. line {6}
(3)/ 60
(2) x (4).

Docket No. R2005-1, PRC-LR-3, file "CS03 - PRC.XLS", worksheet 3.2.1, cell F37 divided by cell E37

{break time, clocking in and cut, mowving equip.).

Docket No. R2005-1, PRC-LR-3, file "CS03 - PRC.XLS", worksheet 3.2.1, celt G37 divided by cell E37
Docket No. R2005-1, PRC-LR-3, file "CS03 - PRC.XLS", worksheet 3.2.1, cell N37

Docket No. R2005-1, PRC-LR-8, file "PIGTYOSNEW2 XLS", worksheet "summary”, cell C25
10/, Product from (9).

213



PRC Version
Attachment B
Page 3 of 4
PRS Retail Transactions
Cost Per "Acceptance” Transaction
Transaction Time (in seconds) 22.650 1/
Transaction Time (in minutes) 0.378 2/
TY 06 Wage Rate (per hour) $36.344 3/
TY 06 Wage Rate {per minute) $0.606 4/
Direct Cost per transaction $0.229 5/
Misc. Volume Variable Window Costs 11.50% x $0.229 = $0.026 6/
+ $0.229
$0.255
Waiting Time Adjustment 20.40% x $0.229 = $0.047 7/
+  $0.255
$0.302
Variability 56.37% x $0.302 = $0.170 8/
Piggyback Factor 1.361 x $0.170 = $0.231 9/
Cost per minute for Retail Transaction = $0.231 10/

Sources

LY
2/
kY
4/
5
6/

74
8/
9/
10/

Docket No. R97-1, LR-H-167 (Transaction Time Study}), Table 3.1, page 160, "acceptlance” task

{1)/60

Attachment C, page 4, line {6)

Row {3)/6C

2)x {4)

Docket No. R2005-1, PRC-LR-3, fite "CS03 - PRC.XLS", worksheet 3.2 1, cet F37 divided by cell E37

{break time, clocking in and qut, moving equip.}

Dockel No. R2005-1, PRC-LR-3, file *CS03 - PRC.XLS", worksheet 3.2.1, cell G37 divided by cell E37

Docket No. R2005-1, PRC-LR-3. file "C503 - PRC.XLS", worksheet 3.2.1, cell N37

Dacket No. R2005-1, PRC-LR-6, file "PIGTYOBNEW2 XLS", worksheet "summary”, cell C25
Product from {9}
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Intra-BMC Bulk Acceptance/Verification Cost Methodology

Docket No. MC2003-2 Unit Cost Estimate
TY 2003 Window Service Wage Rate

TY 2006 Window Service Wage Rate
Cost Escalation Factor

TY 2006 Unit Cost Estimate

Sources

1/, Docket No. MC2003-2, USPS-T-2, Attachment B, page 4
2¢ Docket No. MC2003-2. USPS-T-2. Attachment C. page 4
3/ Docket No. MC2006-1, USPS-T-2. Attachment C, page 4
4/ (3)1(2)

1
2f
3/
4/
5/

$0014
$32 306
$36 344

1125
$0.016

1 .o Version
Attachment B
Page 4 of 4
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PRC Version
Attachment C
Page 1 of 15
Mail Processing Cost Estimate Summary Page
Estimated Mail Processing Costs
Modeled CRA Adjustment Factors Adjusted
Costs Proportional Fixed Costs
[1] [2) [3] [4]
intra-BMC Machinable $1.424 1.188 $0.133 $1.825 4da
Intra-BMC Non Machinabie $5.050 1.188 $0.133 $6.134 4b
Intra-BMC Oversize $12.132 1.188 $0.133 $14.550 4c
RBMC Machinable $0.905 1.188 $0.133 $1.209 4d
RBMC Nonmachinable $3.988 1.188 $0.133 $4.872 4e
RBMC Qversize $10.428 1.188 $0.133 $12.525 4f]
RDU Machinabie $0.189 1.188 $0.133 $0.358 4g
ROU Nonmachinable $0.402 1.188 $0.133 $0.611 4h
RDU Qversize $0.901 1.188 $0.133 $1.204 4]

Estimated Mail Processing Cost Differences

Rate Category Benchmark Cost Difference
[5]

RBMC Machinabie Intra-BMC mach {$0.616} ba
RBMC Nonmachinable Intra-BMC nmo ($1.262) 5b
RBMC Oversize Intra-BMC over ($2.025) 5c
RDU Machinable Intra-BMC mach ($1.467) 5d
RDU Nonmachinabie Intra-BMC nmo ($5.523) b5e
RDU Oversize intra-BMC over {$13.347) 57|

Sources
|11 Modeled costs from Attachment C, pages 7-15
[2] Docket No R2005-1, PRC-LR-9
{3] Docket No R20051. PRC-LR-9
[l [t (2] + (3]
[5] Difference between Cost Category and Benchmark
[5a} (4ay(4d}
[5b]: (4b){4e)
[Scl. (4ch(4f).
[5d]: (4a)-(4g)
[5e]: (4b}-tah)
[5f]: (dc)-(di).
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Productivities and Variabilities for Direct Labor Operations

UNLOADING

Unload sacked machinable parcels to extended conveyor
Unioad machinable parcels to extended conveyor
Unload non-machinable parcels

Unload non-machinable parcels to IHC only (proxy for sacks)

Unload wheeled containers
Unicad Pallets/Postal Paks/Pallet Box

DUMPING & SACK HANDLING
Dump Containers

Sack shake out

Manually dump sacks at Non-BMC
Sack sorter (PIRS 98)

PARCEL SORTING MACHINE DISTRIBUTION
PPSM

SPSM

SPSM (Before the SSIU)

100 percent Key Rate

NONMACHINABLE OUTSIDES DISTRIBUTION
NMO Distnbution

NMO Distnbution at SCFs

Parce! Sort at AD

OTHER OPERATIONS

Tend container lnader/sween runouts
Crossdock containers

Sack anc Tie

LOADING

Bedioad NMOs to van from 1HCs (proxy for machinables}
Bedload Sacked Machinables

Load wheeled containers

Load Paliets/Poslal Paks/Paliet Boxes

Variabillities

BMC Piatform

8MC Cther

PSM

S5M

SPRS

NMO Distnbution at BMCs
Ptattorm Non-BMC

NMO Distnbution at Non-BMCs
LDC43

Sources

10 Docket No. R97-1, LR-H-132, page 329

2/ Proxy based on Ptanning Guidelines (PGLs)
37 GFY 2003 PIMS

4/. National Database, PIRS average 1995 - 2000

5. National Database, PIRS FY33, (pure keying, no prebarcode).

6/. Docket No. R2005-1, USPS-LR-K-56
7/- Docket Nc. R2005-1, PRC-LR-9

8/ Docket No. RZ001-1, LR-J-64. Attachment D, page 2 {sorting 5-digit to carrier-route).

Productivities
{Units per Wkhrj

194.8
648.5
168.0
160.5
217
12.8

65
723
107.4
3483

7449
1664.3
1224.0

806.0

68.7
356.7
444 14

54
7.3
125.4

183.9
190.1
10.8
13.9

0.91
0.98
1.00
1.00
1.00
1.00
0.93
0.99
0.97

1/
1
1
1/
1/
1/

1/
1/
2f
3f

3/
3
4f
5/

K
6/
8/

1/
1/
1/

1/
1
1/
i

7!
7
7
7/
7/
7!
T
7!
T

PRC Version
Attachment C
Page 2 of 15
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Arrival and Dispatch Profiles

Mail Flow Arrival Profile at Originating BMCs

Machinable Parcels Amiving in Bedloaded Sacks at BMC
Machinable Parcels Amiving Bedloaded at BMC

Machinable Parcels Amiving sacked in OTRs at BMC

Machinable Parcels Amriving loose in OTRs at BMC

Machinable Parcels Amiving Palletized at BMC

Machinabie Parcels Amving in Pallet Boxes at BMC

Machinable Parceis Amiving in Hampers/APC/OWC (OWC) at BMC

Non-Machinable Parcels Arriving Bedloaded at BMC

Non-Machinable Parceis Amiving Palletized at BMC

Non-Machinabie Parcels Amiving in OTR Containers at BMC
Non-Machinable Parcels Ammiving in Hampers/APC/OWC (OWC) at BMC

Mail Flow Arrival Profile from Crigin BMCs to Destination BMCs
Machinable Parcels Amving in Postal Paks at Destination BMC {from Origin BMC)
NMOs Amving Palletized at Destination BMC (from Origin BMC})

Mail Flow Arrival at Destinating BMCs for DBMC parcels
Machmnabie Parcel Amving Bedloaded at DBMC
Machinable Parcels Amiving on Pallets at DBMC
Machinable Parcels Amwving in OTRs at BMC

Machinabte Parcels Amiving in Gaylords at DBMC
Machmable Parcels arnving in OWC at DBMC

Non-Machinabie Parcels Amving Bedloaded at DBMCs
Non-Machinable Parcels Amiving in Pallet Boxes at DBMC
Non-Machinable Parcels Amwing on Pallets at DBMC

Mail Flow Dispatch Profiies From BMCs to Service Area

Machinabie Parcels Dispatched in Bedloaded Sacks to Senace Area
Machinable Parcels Dispatched ioose in QTRs to Sennice Area

Machinable Parcels Dispatched sacked in OTRs 1o Senice Area

Machimatle Parcels Dispatched in Hampers/APC/OWC (OWC) to Sennce Area

Non-Machinable Parcels Dispatched Bedioaded to Service Area

Non-Machinable Parcels Dispatched on Pallets to Service Area

Nan-Machinable Parcels Dispatched in OTRs to Service Area

Non-Machinable Parcels Dispatched in Hampers/APC/OWC (OWC) to Service Area

Mail Flow Dispatch Profiies to Delivery Unit

Machinabie Parcels Dispatched in Bedloaded Sacks ot Deivery Umit
Machinatle Parcels Dispatched loose in OTRs to Service Area o Delivery Unit
Machinabte Parcels Dispatched iIn OWC to Delivery Unn

Non-Machinable Parcels Dispatched Bedloaded to Delivery Unnt
Non-Machinable Parcels Dispatched in OTRs to Delivery Unit
Non-Machinable Parcels Dispatched in Hampers/iAPC/OWC (OWC) to Delivery Unit

Sources
Docket No R87-1 USPS LR-H-131, Table 1 Assume 61 6 of bedioaded 1s loose and 38 .4 is sacked
Assume 81 6 percent of mail in OTRs is loose and 18 4 percent 1s sacked (Docket No RO7-1, LR-H-132, page 277)

1

2
3
a/
5/
&/
T/

Assumptions that 100 percent of parcels going from BMC 1o BMC will be in Postal Paks
Unload Profile and # of handlings are from Docket No R97-1 USPS-LR-H-131, Table 2
Docket No RS7-1 USPS LRH-1372. Attachment 1 page 274

Dockel No R97-1 USPS LR-H-132, Attachmen! 2, page 278

Assume same as dispatch profile as BMC. bul sacks in OTRs get bedtoaded.

Use Dispatch profile of machinables as a proxy. use dedinaded sacks for bedioaded NMOs

Arrival and Dispatch
Percentages

4.3%
7.0%
11.5%
51.1%
1.6%
0.9%
23.6%

4.0%
1.3%
72.5%
22.2%

100.0%
100.0%

96.2%
0.3%
0.8%
2.6%
0.1%

98.5%
0.7%
0.8%

23.8%
60.3%
2.9%
13.0%

12.9%

31.0%
53.6%
2.5%

26.7%
60.3%
13.0%

26.7%
60.3%
13.0%

1/
1
b
1
1
il

1/
1
1/
1/

N

3
Y

k)

Klj
3
3

4/
4f
4

5/
5/
S
5

6/
6/
&/

!
7t
i
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Piggyback Factors, Wages, Mall Flow Operating Assumptions

Wags Rate with Premium Pay Factor Apptied $35.3719
Premium Pay Factor 0.989
TY Other mail processing wage rate $35.772
Window Service Adjustment Factor 1.075
Window Service Base year wage rate 33.804
Window Service Test year wage rate 36.344

Mail Processing Operation Specific Piggyback Factors

NMO Sorting at BMC 1.633
Other Operations at BMCs 1.567
Platform BMC 1.664
Primary Parcel Sorting Machine 2.088
Secondary Parcel Sorting Machine 4.923
Sack Sorting Machine - BMC 2.346
NMQC Sorting at SCF 1.359
Piatform Non-BMC 1.495
NonMODS Allied 1.839
NonMODSMANP 1.684
Window Service Piggyback factor (Parcel Post) 1.129
Mail Flow Operating Assumptions

Percent with direct transportation te destinating delivery unit from BMC 12.3%
Percent Sorted to 5-Digits by Primary Parcel Sorting Machine 20.1%
Destinating BMCs wili feed barcoded destinating mail unfitered to secondary 20.8%
Probability that mail fed directly to nonspecific secondary will receive more than one sort 50.0%
Probabtlity that barcode on secondary wili not be readable 3.0%
Proportion of parcel singulators (SSIU) being at secendary 100.0%
Proportion sent from secondary to pnmary due to SSIU 3.0%
Probability of tmier-BMC parcel going to pnmary psm at destination BMC 85.7%
Probabitty of Inter-BMC parcel being handled by SSIU in gestinabon BMC 94 5%
Probability of Intra-BMC and DBMC parcels going to pnmary psm (or get keyed) 100.00%
Probabiity of Intra-BMC and DBMC on secondary psm 79.9%
Probability that NMOs wilt NOT be inducted on the conveyor system (nol used for NMQOs over 10 41.2%
FProbabihity that NMOs will be NOT be moved using towveyor (not used for pallets) 31.4%
Probability that PRS machinable mail pieces are processed on the PPSM 97 4%
Probability that PRS machinable mail pieces are processed on the SPSM 24 8%
Sources

10 (2) % ()

2{: Docket No. R2005-1, USPS-LR-K-55

3r: Docket No. R2005-1, USPS-LR-K-55

a5 (6)/(5)

5/ Docket No. R2005-1. USPS-LR-K-55

6/ Docket No. R2005-1, USPS-LR-K-55

7. Docket No. R2005-1, PRC-LR-9

8/: Docket No. R2005-1, PRCALR-S

9/° USPS LR-PCR-40. page 64.

10/ Docket R2001-1, USFS LR-J-64. Attachment J, page 1. {10}

11 Docket R200%-1, USPS LR-J-64, Altachmenl J, page 1. [9}

121 Assumption that mail going to secandary PSM will be eventy splt between scheme 1 and scheme 2.
137 Assumplion used by Operations.

14/. Assumption used by Operations

15/ (14) x (15)

160 [1-(12)) + [8) x (12)]+(((1) - (123] x [(1) - (V1)) x (I8 +{(11) x (12 x [(1) - (16}]).
170 12+ A < (13)) + 20 x (1411

185 1+ [1-{11)] * (18}

19 1-(11).

2070 Docket R2001-1, USPS LR-J-64. Atachment J, page 1, [11]

1

3/

5/
6/

7/
7
Tt
7
74
T

7
74
7i

8/

9
10/
1/

1Y
14/
15/

16/
17
18/
19/

20/
20/

21/
21
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Other Inputs
FY 2004 Volumes
Percants NMO
% mach % over machinable {non oversize) Ovaersize Total
W] {2) [3] [4]_ [5] 8
inter-BMC 94.5% 0.053% 73627919 4,217,546 48,858 77,804 322
Intra-BMC 94.3% 0.099% 29,007,959 1,740,042 30,331 30,748,332
DBMC 93 4% 0.094% 81,164 769 5.617.204 81,739 86,863,713
DSCF 93.4% {.094% 2.787.8960 192,948 2,808 2,983,715
[o]0]V] 93.4% 0.094% 1 94,387 11,079,720 161.227 171,335,334
Total 346,682 954 22.817 459 324,962 369,825 416
Calculation of Percent of Inter and Intra entered at origin AQ
Percert of inter-BMC that 15 retail 258% 1/
Percent of intra-BMC that is retail 38.5% 2/

Average Cubic Feet of Parcel Post

M
Machinabie 0425
Non-mach:nabite 2777
Oversize 7.938

Sources
Rows 11821 Docket R2001-1 LR-J-64 . Attachment A, page €

Cowmn {1 Docket R2001-1 LR-J-67 Atachment A, page 6 Macdhinable volume / tofal volume.
Column {2, Docket R2001-1 LR-J-67 Atlachment A page 6 Nonmachinable volume / total nonmachinable volume.

Cotumn {3, Cowmn {1} 7 colurmn [6]

Colmn {4] Column [ - colymn [3] - column [5]
Column [8] Column [2] * column [6]

Cotwmn [6] GFY2004 RPW voiumes

Coumn [7) Docket No R2005-1, USPS-LR-K47

FRC version
Attachment C
Page 5 of 15
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PRC Version
Attachment C
Page 6 of 15
Conversion Factor Calculations
Outside Dim, Inside Dim. Effective Capacity at
Per Container Per Container Cubic Feet Parce! Capacity Average Fuliness Average
{Inches) (Inches) Per Container {# of Parcels) {# of Parcels} % FULL
Container Type 1] [21 31 14] 15] [6]
Machinable
Pallet 48x40x48 48x40x48 53.3 1256 106.8 85%
Postal Pak 48x40x69 46.5x38.5x69 7.5 153.1 1301 a5%
Patlel Box 48x40x69 46.5x38.5x69 71.5 1531 134.7 88%
Pailet Box (for space} 48x40x70 46 5x38 5x 703 71.5 153.1 114.8 75%
Sacks on In-house Container 65x41.5x36 65x41 5x36 56.2 1203 102.3 85%
NMOs
Paliet 4B8x40x48 A8x40x48 533 19.2 19.2 100%
Paliet Box 48x40x69 46.5x38.5x069 71.8 234 18.9 85%
In-noguse Container 65x41.5x36 65x41.5x36 56.2 18.4 15.6 B5%
Oversira NMOs
108"-130" on Paliet 48x40x48 48x40x48 53.3 6.7 6.7 100%
108130 in IHC 65x41.5x36 65xd1.5x36 56.2 6.4 64 100%
Machinabie Nonmachinable 108”1307
Fieces Per R2000-1 (FY98) R2005-1(FY04)}  R2000-1(FY98) R2005-1 (FYD4) R20:405-1 {FY04)
Container {71 8] [9) 110] [11)
Sack 51 70 n'a nja na
Sack n OTR 818 1120 n'a n/a na
OTR 690 845 271 19.5 6.8
APC 35.7 4B.8 140 e 3.5
Hamper 230 31.5 90 6.5 2.3
Cubic Feat Per Parcel Post No. of Sacks No. of Sacks
Machinable NMO 10871307 on HC on Postal Pak
[12] [33] [14] [15] [16)
R2005-1 (BY04, 0425 2717 794 14.61 18.59
R29300 (BYSRI 0 581 1992
Sources
Commns [ & 0 Conlane Methods Handboos PU-57 thepremoer 19821 USPS LR-A-13,
Cowmn [ (Langts * widT * hesgnts 112712742,
Comrme [4; ¢Zomumn [0 ictiume [13] 7 8 f3CIon). 10 aCotunt tor “effechve cube” #nd 1 Conrm {1 comemn [14) " ga 1actor ] and {cotomin [A1}H ({column [16]) * ar lecwor:
Ax facior =1 ky paiiets and 11 for aT aise
Conmr |5 FMactve cumd capadsty [Coiumn [4]) " avarage % fulness i commn (6],
Coiame [, Palets. posia paks wnd IMCs shoutd De s tull as practhcable Dafore dispatcl 40 115 reasonatwe [0 B53UMe Tess comManars will be ot least 85% hufl
Tha mar Ty of palled DOXAS LM TOMm Maders who mus! fave 5 percent ha pores Bnd [ Ic Al thvem 1o maomze Capactty
Thershore BE percent, the average of 75 and 100 parcent wes used
Cowmn [T Docket Mo REB4-1 Exhubit USPS-14
Towmn [E] Preces per containes i Docxet la RE4-1 (column [7]3 7 FY B2 Cutec teet Der pimce Comume [1d]s 7 FYGH cutee feat per piece (column (14])
Coumn [3) Docret o RBA-1 Exniet USPS18:
Coarrmn [10]  Precas per contanes in Docke! o RB4-1(comimn [9]! " FYB2 cuituc heer pod [wece (cotum [14]1F FYS8 Cubee el Dar proce (COlumn [14])
Cowmn [11] Cotumn (15! * column [13j 7 codurmn [15]
Coiwmn {12] Anachmert C. page S column [7] mactunabie parcels
Cowmn (13| Anachment T page 5 column (7] non-maciunanie parceds
Cowmn [14]  Attachmen! G page 5. cowrnn [T], overs2e parosls
Conmn [15) Ng of parcels on IMC {column 5) doaded Dy N0 Of DAFCES 1N g Sack | commn K
Couumn [16] WNa of parcets on 3 parces [ColumnS s deaced Dy N0 Of DTS IN & 5300 Fohw 1
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Intra-BMC Machinable Mail Processing Cost Madel

1l [2] (3 4] [5) [€)
# handlings units/hr corversion pigayback $ per oper.  § per facility
Orlgin AQ' $0.079
Move Containers to Dock 0.3849 293 401 1.839 $0.055 $0.021
Loag Containers 0.3849 10.8 401 1.839 $0.150 $0.058
Origin SCF $0.346
Unload Contamers’ 1.0000 $0.643 $0.043
Crossdock containers 1.0000 7.3 401 1.839 $0.221 $0.221
Bedlcad Sacks 0.0434 190.1 7.0 1.495 $0.040 $0.002
Bedload loose 0.0696 1839 1.0 1.495 $0.287 $0.020
Load Sacks in OTR: 01152 10.8 112.0 1.495 $0.044 $0.005
Load Leose in OTRs 05108 108 945 1.495 §0.052 §0.026
Load Pallets 0.01860 139 106.8 1.495 $0.036 $0.004
Load Pallet Boxes 0.0090 129 1347 1 495 £0.028 $0.060
Load OWCs 0.2360 108 401 1.485 30122 $0.028
Destination BMC $0.616
Unload Bediocad Sack 0.0434 194.8 7.0 1.664 $0.043 $0.002
Unload Bedlcad Loose 0.0696 648.5 1.0 1.664 $0.091 $0.006
Unioad Sacks in OTR 01152 217 112.0 1.664 $0.024 $0.003
Unigad lcose in OTR 0.5108 217 94 5 1.664 $0.029 $0.015
Unicad Pallet 0.0160 128 106.8 1.664 $0.643 $6.001
Unlpag Pallet Boxes 0.0080 12.8 1347 1.664 $0.034 $0.000
Unioad Other Wheeled Cont G 2360 217 401 1.664 $0.068 $0.018
Dump OTR of sacks 01152 65 112.0 1.567 $0.077 $0.009
Dump OTR of loose 0.5108 6.5 945 1.567 $0.091 $0.046
Dump Pallet 0.0160 6.5 106.8 1.567 $0.080 $0.001
Dump Paliel Boxes 0.0090 6.5 1347 1.567 $0.064 $0.001
Dump Other Wheeied Cont 0.2360 65 401 1.567 §G.214 $0.050
Sack Sorter 01586 3483 7.0 2.346 $0.034 $0.005
Sack shakeout 0 1586 72.3 0 1.567 0110 $0.017
PESM 1.0000 7449 1.0 2.068 $0.098 $0.098
SPSM 0 7991 1664.3 1.0 4923 $0.105 $0.084
Sweep Runouts OTR 07327 54 94 5 1567 %0.108 $0.079
Sack and Tie Q2672 1254 1.0 1567 30 442 $0.118
Bedload Sacks 02384 1901 70 1664 $0 044 50.011
Load OTRS w: sacks 00289 P08 120 1664 $0.048 $0.001
Loag OTRs w/igose 06025 108 94 5 1664 50 057 $0.035
Load Hampers'OWC 01302 108 401 1664 $0135 $0.018
Destination SCF $0.159
Unload Bedioad Sacks 02091 1605 70 1495 50047 $0.010
Unicad Sacks in OTR 00253 217 1120 1485 $0 022 $0.001
Unload locse in OTR 05284 217 94 5 14585 $0.026 $0.014
Unlgag OWC 01142 217 401 1495 $0.061 $0.007
Crossgock tHC {Bedload Sack- D 2091 73 1023 1495 $0074 $0.015
Crossdock Sacks in OTR 0.0253 73 1120 1495 30 064 $0.002
Crossdock loose in OTR 05284 73 84 5 1485 20076 $0.040
Crossdock OWC 01142 73 401 1495 $0 180 $0.021
Bedioad Sacks 02344 1901 70 1495 $0 040 $0.009
Load OTRs w! logse 0 5284 108 445 1 495 $0 052 $0.027
Load Hampers/OWC 01142 108 401 1 495 80122 $0.014
Destination Dalivery Unit $0.224
Unioad Bedload Sacks Q2673 1605 70 1495 $0 047 $0.013
Unigad logse in OTR 06025 217 344 1494 $0 026 $0.016
Unioad OWC 01302 217 401 1495 $0.061 $0.008
Dump Sacks 02673 107 4 70 1495 30070 $0.019
Mave Conlainers from Doch 10000 293 04 0 1839 $0 035 $0.035
Sor Parcels 1 0000 444 1 12 1684 $0 134 §0.134
Modal Cost $1424 |

Soyrces

Calumn {1) Attachment C. page 3 tamval and dispatch profiles
Cowmn (2] Attachment C, page 2 (umits per workhour !

Column [3] Attachmen C. page & iconversion factors:

Column [4) Attachment C. page 4 {piggyback factors;

Calumn [5] (TY wage rate * column {4]1 / (column (2] * coiumn [3})

Column [6] {column {1] * column {5))

" Number of Handlings at Ongin AQ from Attachment C. page 5

“ Unload Conlaners cost at OSCF uses the average cost of unioading containers al ongin BMC as proxy

PRC version
Aftachment C
Page 7 of 15
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Iintra-BMC Non-machinable Mail Processing Cost Model

{1 [2] [3] 14] 5] ]

# handlings  units/ir  conversion  piggyback § per oper.  § per facility
Origin AO' $0.383
Move Containers to Dock 0.3849 29.3 8.3 1.839 $0.268 $0.103
Load Containers 0.3849 10.8 8.3 1.839 $0.726 $0.279
Origin SCF $1.591
Unipad Containers” 1.0000 $0.191 $0.181
Crossdock comainers 1.0000 7.3 83 1.839 $1.073 $1.073
Bedioad NMOs 0.0400 183.9 10 1.455 $0.287 $0.011
Load NMQOs in OTRs 0.7250 10.8 19.5 1.485 $0.251 $0.182
Load NMOs in OWCs 0.2220 108 8.3 1.485 $0.590 $0.131
Load NMOs on Paliets 0.0130 139 19.2 1.495 $0.197 $0.002
Destination BMC $1.519
Unload Bedloaded NMOs 0.0400 168.0 10 1.664 $0.350 $0.014
Unfoad NMCs in OTRs 0.7250 217 19.5 1.664 $0.139 $0.101
Untoad NMOs in OWC 0.2220 217 8.3 1.664 $0.328 $0.072
Unioad NMOs on Paliets 0.0130 128 192 1.664 §0.240 $0.003
Move {HCs (from bedload) 0.0165 147 15.6 1.567 $0.242 $0.004
Move OTRs 0.2988 14.7 19.5 1.567 $0.194 $0.058
Move OWC 0.0915 147 8.3 1.567 $0.457 $0.042
Move Pallets C.0054 147 19.2 1.567 $0.197 $0.0014
O Prnmary NMO Son 1.0000 6B.7 1.0 1633 £0.842 §$0.842
Move IHCs 0.0405 147 18.4 1.567 $0.206 $0.008
Move OTRs 0.1681 14.7 195 1.567 $0.194 $0.033
Move OWC 0.0078 147 6.3 1.567 $0.457 $0.004
Move Pallets 0.3098 14.7 19.2 1.567 $0.197 $0.061
Bedicad from IHC 0.1291 183.8 1.0 1.664 $0.320 $0.041
Load NMOs in OTRs 0.5363 108 195 1.664 $0.279 $0.15¢
Load NMQOs in OWC 0.0248 10.8 8.3 1.664 30657 $0.016
Load NMOs on Pallet 0.3098 139 19.2 1.664 $0.220 $0.068
Destination SCF $1.052
Unioad Bedioad to IHC 0.1291 1608 10 1.495 $0.329 $0.043
Unicad OTRs 05361 21.7 195 1485 $0.125 $0.067
Unioad OW{ 0.0248 21.7 83 14895 $0.295 $0.007
Unlaad Paliet C.3098 12.8 192 1.495 $0.216 $G.067
Move IHC 0.1291 147 156 1495 $0.231 $0.030
Move OTRs 0.5363 147 19.5 1485 $0.185 $0.099
Move OWC 0.0248 147 813 1495 $0.436 $0.011
Move Pallet 0.3098 147 192 1.495 $0.188 $0.058
Manuai Son 1.0000 3567 10 1.369 $0.135 $0.135
tove IHC {.2673 147 156 1495 3$D.231 $0.062
Move OTRs 0.6025 147 19.5 1.495 $0.185 $0.112
Move OWC 0.1302 147 53 1.495 $0.436 $0.057
Bedload NMOs 0.2673 183.9 10 1485 $0.287 $0.077
Load OTRs w/ ioose 0.6025 0.8 195 1495 $0.251% $0.151
Load Hampers.OWC 01302 10.8 83 1495 $0.590 $0.077
Daestination Delivery Unit $0.506
Unload Bedload NMOs 02673 1605 10 1495 $0.329 $0.088
Unload loose in TR 06025 217 195 1.495 $0.125 $0.075
Unload OWC (1302 217 51 1495 $0.285 $0.038
Move Contamers from Dock 1.0000 29.3 131 1.839 30170 $0.170
Sort Parcels 1.0000 444 1 10 1.684 $0.134 $0.134
Mode) Cost $5.050 |
Celumn [1]. Arachment C. page 3 (amval and dispatch profiles)

Column [2] Anachment C. page 2 (units per workhour)

Coiurnn {3] Attachment C, page 6 (conversion factors}

Colurmn {4]: Attlachment C, page 4 {piggyback factars}

Colurnn [5]. {TY wage rate * column [4]) / (column {2] * column [3])
Column [6]: (column {1] * column [5]

" Number of Handlings at Origin AQ from Attachment C, page 5.
“Unioad Contaners cos! al OSCF uses the average cost of unioading containers at ongin BMC as proxy.



Intra-BMC Non-machinable Oversize Mall Processing Cost Model

Length plus Girth Between 108 and 130~

(1 2] 13} [4] {5] 16]
# handlings _ units/hr  conversion piggyback $ per oper_ $ per facility
Origin AQ' $1.093
Move Containers to Dock 0.3849 29.3 2.9 1.838 $0.767 $0.285
Load Containers $.3849 10.8 28 1.839 $2.074 $0.798
Origin SCF $4.501
Unload Containers’ 1.0000 $0.521 $0.521
Crossdock containers 1.0000 7.3 2.8 1.839 $3.067 £3.067
Bedioad NMOs 0.0400 183.9 10 1.485 $0.287 $0.011
l.cad NMOs in OTRs 0.7250 10.8 6.8 1.495 0716 $0.519
Load NMOs in OWCs 0.2220 108 29 1.495 $1.686 $0.374
Load NMOs on Faliets 0.0130 13.9 6.7 1.495 $0.564 $0.007
Destination BMC $3.028
Unipad Bedloaded to §HC 0.0400 160.5 1.0 1.664 $0.367 $0.015
Unload NMOs in OTRs 07250 217 6.8 1.664 $0.399 $0.289
Unicad NMOs in OWC 02220 217 29 1.664 $0.938 $0.208
Unioad NMOs on Pallets 0.0130 12.8 67 1.664 3$0.685 $0.009
Move HHC 0.0400 14.7 64 1.567 $0.587 $0.023
Move OTR 0.7250 147 88 1.567 $0.558 50 403
Move OWC 0.2220 147 29 1.567 $1.3067 $0.290
Move Paliet 00130 14.7 87 1.567 $0.563 $0.007
O Pnmary NMO Son 1.0000 68.7 1.0 1.633 $0.842 $0.842
Mave iHC 0.0125 147 64 1.567 $0.587 $0.007
Move OTR 0.2273 14.7 68 1.567 $0.556 $0.126
Move OWC 0.0696 14.7 29 1.567 $1.307 $0.091
Move Paliet 0.0130 147 6.7 1.567 $0.563 $0.007
Bedload from IHC 01291 183.9 1.0 1.684 $0.320 $0.041
Ltoad NMOs in OTRs 0 5363 10.8 6.8 1.664 $0.798 $0.428
Load NMOs on Pallet 0.3098 139 67 1 664 $0.628 $0.195
Load NMOs in OWC 00248 1038 29 1.664 $1.877 $0.047
Dastination SCF $2.494
Unload Bedload to IHC 0129 160 5 10 1.485 $0.329 $0.043
Unload OTRs 05363 217 68 1 405 $0.358 $0.192
tnioad Paile 0 3098 128 67 1 495 30616 £0 191
Uniocad OWC 00248 217 29 14935 $0.843 $0.021
Move IHC D129 14 7 X] 1 495 $0.560 $0.072
tsove OTRs 0 5363 147 68 1495 $0.530 £0.284
Move Pallel 0 3098 147 €7 1435 $0537 $0.166
Mave OWC {0248 147 29 1495 £1.247 $0.031
Manual Sorl 1 0000 356 7 10 1 356 $0.135 $0.135
Move IHC 0.2673 147 €4 1 495 $0.560 50 150
Move OTRs 0.6025 147 68 1495 $0.530 $0.319
Mave OWC G 1302 147 29 1495 $1.247 $0.162
Bedload NMOs 02673 1839 10 1 495 $0.287 $0.077
Load OTRs w/ loose 06025 108 68 1 495 $0716 $0.432
Load Hampers/OWC 01302 108 29 1495 $1.686 $0.219
Destination Delivery Unit $1.015
Unload Bedload NMOs 02673 160.5 10 1495 $0.32¢9 $0.088
Lnload loose in OTR 06025 217 68 1495 $0.358 $0.216
Unload OWC 0 1302 217 2¢ 1495 $0.843 $0.110
Move Containers trom Dock 1 0000 293 47 1 B39 $0 468 $0 468
Sor Parcels 1 0000 444 1 10 1 684 $0134 $0.134
[Model Cost §$12.132 ]
Sources
Cotumn [1] Attachment C, page 2 (arrval and dispalch profiles)
Column [2] Anachment C, page 2 (units per workhour
Column [3] Axtachment C. page 6 {conversion factors)
Caiumn (4] Attachment C, page 4 (mggyback factoers)
Column [5) (TY wage rate * column [4]3 / {column [2] * column [3])
Column [6] (column [1] 7 column {5])

" Number of Handiings at Ongin AD from Attachment C. page 5
? Unload Contamers cost at OSCF uses the average cos! of unloading comainers at origin BMC as proxy

PRC version
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RBMC Machinable Mail Processing Cost Model

PRC Version
Attachment C
Page 10 of 15

1] [2) (3] (4] {5] (6]
# handlings units/hr_conversion piggyback _$ per oper.  $ per facility
Origin AQ' $0.205
Move Containers to Dock 1.0000 29.3 40.1 1.839 $0.085 $0.055
Load Containers 1.0000 108 40.1 1.839 $0.150 $0.150
Origin SCF $0.346
Unioad Containers’ 1.0000 $0.043 $0.043
Crossdock containers 1.0000 73 40.1 1.839 $0.221 $0.221
Bedload Sacks 0.0434 1801 70 1.495 $0.040 $0.002
Bedioad loose 0.0696 183.9 1 1.495 $0.287 $0.020
Load Sacks in OTRs 0.1152 10.8 112.0 1.495 $0.044 $0.005
Load Loose in OTRs 0.5108 10.8 945 1,495 $0.052 $0.026
[Load Pallets 0.0160 139 106.8 1.495 $0.036 $0.001
Load Pallet Boxes 0.0090 13.9 134.7 1.495 $0.028 $0.000
Load OWCs 0.2360 10.8 40.1 1.495 $0.122 $0.029
Destination BMC $0.354
Unload Bedload Sack 0.0424 184 8 7.0 1,664 $0.043 $0.002
Unload Bedload Loose 0.0696 6485 1.0 1.664 $0.09 $0.006
Unload Sacks in OTR 0.1152 21.7 112.0 1.664 $0.024 $0.003
Unload loose in OTR 0.5108 21.7 94.5 1.664 $0.029 $0.015
Unload Paliet 0.0160 12.8 106.8 1.664 $0.043 $0.001
Unload Paifel Boxes 0.0090 12.8 134.7 1.664 $0.034 $0.000
Unioad Other Wheeled Cont 0.2360 217 40 14 1.664 $0.068 $0.016
Dump OTR of sacks 0.1152 65 1120 1.567 $0.077 $0.009
Dump OTR of lnose 0.5108 65 945 1.567 $0.091 $0.046
Dump Pallet 0.0160 6.5 106.8 1.567 $0.080 $0.001
Dump Pallet Baxes 0.0090 6.5 1347 1.567 $0.064 $0.001
Dump Other Wheeled Cont 0.2360 85 401 1.567 $0.214 $0.050
Sack Sorter 0.1586 348 3 7.0 2.346 $0.034 $0.005
Sack shakeout 0.1586 723 7.0 1.567 $0.110 $0.017
PPSM 0.9736 744 9 1.0 2.068 $0.098 $0.096
SPSM 0.2482 1664.3 1.0 4,023 $0.105 $0.026
Move Pallets 1.0000 147 1347 1.567 $0.028 $0.028
Load Pallet Boxes 1.0000 139 1347 1.664 $0.031 $0.031
{Model Cost $0.905 |

Sources

Column {1}. Attachment C, page 3 {arrival and dispatch profiles).
Column [2]: Attachment C, page 2 (units per workhour).

Column [3]. Attachment C, page 6 {conversion factors).

Column {4]: Attachment C, page 4 {piggyback factors}).

Column [5]: (TY wage rate * column [4]) / (column [2] * column [3)).
Column [6]: (column [1] * column [5]).

'Assumption that ali RBMC will be entered at origin AQ.

? Unload Containers cost at OSCF uses the average cost of unloading containers at origin BMC as proxy.
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RBMC Non-machinable Mail Processing Cost Model

PRC Version
Attachment C
Page 11 of 15

(1] (2] [3] [4] ) (6]
# handlings _ units/hr __conversion piggyback § per oper. 3 per facility
Origin AQ' $0.994
Move Containers to Dock 1.0000 293 83 1.839 $0.268 $0.268
Load Containers 1.0000 10.8 83 1.839 $0.726 $0.726
Origin SCF $1.591
Unload Containers® 1.0000 $0.19: $0.191
Crossdock containers 1.0000 7.3 83 1.839 $1.073 $1.073
Bedlcad NMOs 0.0400 183.9 1.0 1.495 $0.287 $0.011
Load NMQOs in OTRs 0.7250 10.8 19.5 1.495 $0.251 $0.182
Load NMOs in OWCs 0.2220 10.8 83 1.495 $£0.590 $0.131
Load NMOs on Pallets 0.0130 13.9 19.2 1.495 30.197 $0.003
Destination BMC $1.403
Unioad Bedloaded NMQOs 0.0400 168.0 1.0 1.664 $0.350 $0.014
Unload NMOs in OTRs 0.7250 21.7 19.5 1.664 $0.139 $0.101
Unload NMOs in OWC 0.2220 21.7 8.3 1.664 $0.328 $0.073
Untoad NMOs on Pallets 0.0130 12.8 19.2 1.664 $0.240 $0.003
Move IHCs {(from bedload) 0.0165 147 15.6 1.567 $£0.242 $0.004
Move OTRs 0.2988 147 19.5 1.567 $0.194 $0.058
Move OWC 0.0915 147 8.3 1.567 $0.457 $0.042
Move Paliets 0.0054 14.7 192 1.567 $0.197 $0.001
D Prmary NMO Sont 1.0000 68.7 1.0 1.633 $0.842 $0.842
Move Pallets 1.0000 14.7 19.2 1.567 $0.197 $0.197
Load NMOs on Pallet 0.3098 139 19.2 1.664 $0.220 $0.068
JModel Cost $3.988 |

Sources

Column [1] Atachmen! C, page 3 (arnval and dispatch profiles).

Column {2]. Attachment C, page 2 (units per workhour).
Column [3]. Attachment C, page 6 (conversion factors)
Column [4]: Attachment C. page 4 (piggyback factors).
Cotumn [5]: (TY wage rate " column {4]) / {column [2] * column [3]).

Column [6]: {column {1]* column [8])

"Assumption that all RBMC will be entered at ongin AQ.

¢ Unlpad Containers cost at OSCF uses the average cost of ynloading containers at origin BMC as proxy.
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RBMC Non-machinable Oversize Mail Processing Cost Model

Length plus Girth Between 108" and 130"

(]

[2}

[3]

4]

[3]

227
PRC Version
Attachment C
Page 12 of 15

(6]

# nhandlings  units/hr __conversion piggyback__$ per oper. $ per facility
Origin AO' $2.841
Move Cantainers to Dock 1.0000 29.3 2.9 1.839 $0.767 $0.767
Load Containers 1.0000 10.8 29 1.839 $2.074 $2.074
Origin SCF $4.501
Unload Containers’ 1.0000 $0.521 $0.521
Crossdock containers 1.0000 7.3 29 1.839 $3.067 $3.067
Bedioad NMOs 0.0400 183.9 1.0 1.495 $0.287 $0.011
t oad NMOs in OTRs 0.7250 10.8 6.8 1.495 $0.716 $0.519
Load NMOs in OWCs 0.2220 10.8 29 1.495 $1.686 $0.374
Load NMQOs on Pallets 0.0130 13.9 6.7 1.495 $0.564 $0.007
Destination BMC $3.086
Unload Bedloaded to IHC 0.0400 160.5 1.0 1.664 $0.367 $0.015
Unload NMOs in OTRs 0.7250 21.7 6.8 1.664 $0.399 $0.289
Unload NMOs in OWC 0.2220 21.7 29 1.664 $0.938 $0.208
Unload NMOs on Pallets 0.0130 12.8 6.7 1.664 $0.686 $0.009
Move IHC 0.0400 147 6.4 1.567 $0.587 $0.023
Move OTR 0.7250 147 6.8 1.567 $0.556 $0.403
Move OWC 02220 14.7 29 1.667 $1.307 $0.290
Move Pallet 00130 147 6.7 1.567 $0.563 $0.007
D. Primary NMO Sort 1.0000 687 1.0 1.633 $0.842 %$0.842
Move Pallet 1.0000 147 8.0 1.567 30473 %0473
Load NMOs on Pallet 1.0000 13.9 80 1.664 $0.528 $0.528
[Model Cost $10.428 |

Sources

Column [1]. Attachment C, page 3 (arnval and dispatch profiles).

Column [2]: Attachment C, page 2 (units per workhour)
Column [3]: Attachment C, page 6 (conversion factors)

Colurnn [4]: Attachment C, page 4 (mggyback factors)

Column [5]: {TY wage rate * cotumn [4}) / (column 2] * column {3]}.

Coalumn [6]: (cotumn [1] * column [5]).

'Assumption that all RBMC will be entered at ongin AO

? Unload Contaners cost at OSCF uses the average cost of unicading containers at origin BMC as proxy.



PRC Version
Attachment C
Page 13 of 15

RDU Machinable Mail Processing Cost Model

Column [6):

(1] 2] [3] [4] 5] [6]
# handlings units/fhr _conversion piggyback $ per oper. § per facility
Origin AO $0.189
Sort by Snipper 1D 1.0000 4441 1.0 1.684 $0.134 $0.134
Move Containers to Dock 1.0000 29.3 401 1.839 $0.055 $0.055
Load Containers 0.0000 10.8 40.1 1.839 $0.150 $0.000
{Model Cost $0.189 |
Sources
Column [1]: All RDU parcels wili be sorted to shipper and moved to dock (USPS-T-1, Section Vi),
Column [2}: Attachment C, page 2 {units per workhour).
Cotumn [3]: Attachment C, page 6 (conversion factors).
Column [4]): Attachment C, page 4 (piggyback factors).
Column [5]): (TY wage rate * column [4]}/ (column [2] * column [3]).

{column [1} * column [5]).

228



PRC Version
Attachment C
Page 14 of 15

RDU Non-machinable Mail Processing Cost Model

(] (2] 3] (4] (5] [6]

# handlings _ units/hr __ conversion piggyback § per oper. § per facility
Origin AQ $0.402
Sort by Shipper ID 1.0000 444 1 1.0 1.684 $0.134 $0.134
Move Containers to Dock 1.0000 29.3 83 1.839 50.268 $0.268
Load Containers 0.0000 10.8 8.3 1.839 $0.726 $0.000

[Model Cost $0.402 |

Cotumn [1}: All RDU parcels will be sorted to shipper and moved to dock {(USPS-T-1, Section VII).
Column [2]: Attachment C, page 2 (units per workhour}.
Column {3]: Attachment C, page 6 {conversion factors).
Column [4]: Attachment C, page 4 (piggyback factors).
Column [5]: (TY wage rate * column [4]} / {column [2] * column [3]).

Column [6]:

{column {1] * column [5]).
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PRC Version
Attachment C
Fage 15 of 15

RDU Oversize Mail Processing Cost Model
Length plus Girth Between 108" and 130"

1] (2] (3] (4] (5] (6]
# handlings _units/hr _conversion piggyback _$ per oper.  § per facility

Qrigin AO $0.901

Sort by Shipper ID 1.0000 444 1 1.0 1.684 $0.134 $0.134

Move Containers to Dock 1.0000 293 29 1.839 $0.767 $0.767

Load Containers 0.0000 10.8 29 1.839 §$2.074 $0.000
[Model Cost $0.901 |

Sources

Cojumn [1}: All RDU parcels will be sorted to shipper and moved to dock (LISPS-T-1, Section VII).

Column [2]: Attachment C, page 2 (units per workhour).

Column |3]): Attachment C, page 6 {conversion factors).

Column [4]: Attachment C, page 4 (piggyback factors).

Column [5]: (TY wage rate " column [4]) / (column [2] * column [3]).

Column [6]: {column [1] * column [5]).
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PRC Version
Attachment D
Page 1 of 1
Storage Cost Estimates
Mail Category
Machinable  Non-Machinable Oversize
# of pieces in Container (Pallet Box) 134.7 19.9 67 1/
Total Square Feet taken up by one container 13.3 133 13.3 2/
Cost of Space ($/sf) - Annual $20.788 $20.788 $20.788 ¥
Space Variability 1.000 1.000 1.000 &
Space Support Factor 1.354 1.354 1.354 &
Cost of Space ($/sf) - Annual $28.153 $28.153 $28.153 6/
Cost per square foot - Daily {303 days) $0.093 $0.093 $0.093 7
Cost per Container $1.239 $1.239 $1.238 &/
Cos! per piece per day $0.009 $0.062 $0.184 9
Storage Days Required
RBMC 1.834 1.834 1.834 10/
RDU 5.000 5.000 5000 11/
Cost by PRS Rate Category
RBMC $0.017 $0.114 $0.338 12/
RDU $0.046 $0.311 $0922 13/
Sources

1/: Attachment C, page 6 {Conversion factors}).

2+ Calculation using dimensions of containers.

3/. Docket No. R2005-1, PRC-LR-6, file "PRC MFPPG TY06.XLS", worksheet G2, cell E43.
Note This value appears 1o be mncorrect. The calculation should include building and leasehold
depreciation {as well as rents, utiities, and other facilities space-related costs). The PRC
calculation on sheet (32 has erroneously included equipment depreciation, rather than
building and leasehold depreciation. When this error is corrected, the value becomes $17.277.

4/ Variabtlity assumption implicit in data filed in Docket No. R2001-1.

5: Docket No. R94-1, LR-G-120A. Schedute 5. page 1. ine 39 and Schedule 4, page 1, line 44.

6/ (3)x{4)x(5)

7/ {6)7 303 days

8/ (2yx (7).

9/ (8)/(1)

10/ August 2005 BMC PRS Survey

11/ Assumption from Product Definition {(mailers must pick up RDU parcels every 5 days).

12/ (9 x (10},

130 (9 x(11).
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[1]. Attachment E, page 2.
[2] Attachment C, page 5.
(31 (1 x (2]

PRC Version

Attachment E

Page 1 of 2

Transportation Cost Estimate Summary
Total Cost Average Total Cost
Impact per Cubic Feet Impact per
PRS Rate Category Benchmark Cubic Foot per Piece Piece
{1 [2] i3]
RBMC - Machinable intra-BMC ($2.218) 0.425 {$0.942)
RBMC - Non-machinable Intra-BMC ($2.218) 2777 {$6.160)
RBMC - Oversize intra-BMC (32.218) 7.938 ($17.604)
RDU - Machinabie Intra-BMC Local ($2.449) 0.425 ($1.040)
RDU - Nan-machinable  Intra-BMC Local {$2.449) 2777 ($6.802)
RDU - Oversize Intra-BMC Local ($2.449) 7.938 {$19.440)
Sources



PRC Version
Attachment £
Page 2of2
Transportation Cost Difference Estimates
Assumed Legs of Transportation [1]
Local Intermediate L ong Distance
Intra-BMC  [1a] 1.951 1.947 0.000
RBMC [1b] 1.000 1.000 0.000
RDU [1c] 0.000 (.000 0.000
Benchmark Transportation Cost per Cubic Foot [2]
Intra-BMC
Zons Local Intermediate Long Distance Total
Local $1.238 $1.211 NiA $2.449
1-2 $2.134 $2.422 N/A $4.555
3 $2134 $2.422 N/A $4.555
4 $2.134 $2.422 N/A $4.555
5 $2.134 $2.422 N/A $4.555
6 N/A N/A N/A N/A
7 N/A N/A N/A N/A
8 NIA N/A MNIA N/A
PRS Transportation Cost per Cublc Foot [3] -
{Benchmark} RBMC {intra-BMC) RDU (Intra-BMC |
Zone {.ocal Intermediate Long Distance Total Local Intermediate Long Distance Total
Local $0 635 $0.622 N/A $1.257 $0.000 $0.000 NIA $0.000
rone 1-2 $1.094 $1.244 NIA $2.338 $0.000 $0.000 N/A £0.000
3 1094 $1.244 N/& $2.338 $0.000 $0.000 N/A $0.000
4 $1.094 $1.244 N/A $2.338 $0.000 $0.000 N/A $0.000
5 $1084 §1.244 N¢A $2.338 $0.000 $0.000 N/A $0.000
6 N/A N/A N/A N/ A N/A N/A N/A N/A
7 NrA N/A NfA N/A N/A N/A NiA N/A)
g NIA N/A NiA N/A N/A NIA N/A N/A
PRS Transportation Cost impact per Cubic Foot [4]
(Benchmark) " RBMC (Inira-BMC) RDU fintra-BMC)
Zone Local Intermediate  Long Distance Total iLocal Intermadiate Long Distance Total
Local (30 604 {$0.589) N/A (51 192) ($1.238) {$1.211) N/A ($2.449)
1.2 {$1 040} {$1.17B) WA (82.218) ($2.134) {$2.422} N/A, ($4.555)
3 131040) {$1.178) N& (v¢ 219) {§2.134) (32422} N (¥4.555)
4 %1 040} {$4178) NIA ($2.218) ($2.134) {32.422) A ($4.999)
5 1£1.0404 {84478 NIA {82 218} (82134 (32.412) NrA (54.559)
3 NiA NFA NIA NIA IR NIA NIA NIA
7 NIA NIA N/A NIA N/A N/A N/A NIA
8 NA N/A NiA N/A N/A N/A N/A NIA
[ources

[1}. Assumed average number of legs of transponaton

[1a) Docket No R2005-1. USPS LR-K-113, Attachment B, page 9

{1b] RBMC wili trave! from ongin AQ to onigin SCF {1 local leg) and from ongin SCF to origin BMC {1 intermediate teg).
[1b} Since mailers pick up ROU at ongin AQ. it will not incur any transportation legs.

[2} Docket No. R2005-1, USPS LR-K-113, Attachment B, page 11

[3) Raho of PSRS Raie Category transportation tegs {168 1c| to benchmark {1a] multiplied by benchmark cost [2].
[4). PSRS transportalion cost per cubic foot [3] minus benchmark transponation cost per cubic foot [2).
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PRC Version
Attachment F
Page 1 of 1
Scanning Cost Estimates
Transaction Piggyback Cost per active Number of
PRS Rate Category Time {hours) Wage Rate Factor scan active scans  Scan Cost
{1] [2] [3] 14 [5] [6]
RBMC - Machinable 0.0007 $35.371 1.592 $0.038 0 $0.000
RBMC - Non-machinable 0.0007 $35.371 1.582 $0.038 0 $0.000
RBMC - Oversize 0.0007 $35.374 1.592 $0.038 0 $0.000
RDU - Machinable 0.0007 $35.371 1.582 $0.038 2 $0.077
RDU - Non-machinable 0.0007 $35.371 1.592 $0.038 2 $0.077
RDU - Ovarsize 0.0007 $35.371 1.582 $0.038 3 $0.115

Sources
[1]: Docket No. R2000-1, USPS-T-30, Section A, Data Sheet A-8

{2}: atachment C, page 4. Premium Pay Adjusted Wage Rate.

[3] Docket No. R2605-1, PRC-LR-6, file "PRC MPPG TYD6.XLS", worksheet A, cell M49
[4): [1) x§2] x [3]. Follows methodology shown in Docket No. R2001-1 LR-J-135.

[5]: Assumption taken from USPS product description.

{61 [4] x (5]
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PRC Version
Attachment G
Page 1 of 2

Postage Due Cost Estimates

RBMC Value
Average Time per piece {minutes) 6.018 1/
Average Time per piece (hours) 0.100 2/
Wage Rate $35.371 3
Piggyback Factor 1.378 4/
Postage Due Cost {for sampled parceis) $4.890 5/
Sampling Ratio 1.5% 6/
Postage Due Cost (for all parcels) $0.073 7/
RDU $0.000 8/
Sources

1/. Attachment H, page 4, column 7

2/- (1}/ 60 minutes.

3/ Attachment C, page 4

4/ Docket No. R2005-1, PRC-LR-6, file "PRC MPPG TY0G.XLS", worksheet A, cell M37

5 {2y x (3} x (4)

B/ Attachment G, page 2

7/ {5)x (B)

8/ Assumed to be insignificant postage due costs since information from the scanned
barcodes will generate a daily postage due manifest.
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PRC Version
Attachment G
Page 2 of 2

Postage Due Sampling Ratio

USPS Sample Size by Volume Range [1]

Volume
Lower Bound Upper Bound Pieces
1 19 All pieces
20 99 20 % of pieces
100 199 15 % of pieces
200 299 10% of pieces
300 1,999 30 pieces
2,000 3,999 40 pieces
4,000 5,999 50 pieces
6,000 7,999 60 pieces
8,000 9,996 70 pieces
10,000 99,999 100 pieces
100,000 499,999 150 pieces
500,000 up 200 pieces

Daily Return Volume (5-day week) [2]

BMC Pieces Sample Size Sampling Ratio

(2} (31 (41
Site A 2.500 40 1.6%
Site B 3,200 40 1.3%
Site C 1,100 30 27%
Site D 2,200 40 1.8%
Site E 4,400 50 1.1%
Total 13.400 200 1.5%
Sources

[1} Supplied by the Business Mailer's Support HQ division.
[2]: Average returns per BMC per 5-day week

Data collected by Marketing for existing customer

Data was collected in the Fall of 2002.



Attachment H

Page 1 of 5

Postage Due
Location A [1]

USPS Return Technician A B c D E F G H t J K
Pieces 30 30 30 30 30 30 30 30 20 30 30
Set Up 25 15 15 15 6 15 15 20 20 20 15
Selecting Samples 15 15 50 30 3 7 1 2 2 30 10
Weghing / Recarding Samples a5 10 15 30 18 60 33 20 67 25 25
Matching Worksheet 1o Manifest 80 120 100 120 - 95 45 25 105 185 55
Validating Postage Statement to Manifest
Transferring Postage Statement to Past Office
Other 135
{explanatian) meeting
Post Office Tasks
Pemmit System Entry of Postage Due 5 5 5 5 15 15 10 -- 15 5 5
TOTAL
Sources

[1]through [4]. Data collected directly through survey.

{5]° Only includes volume when have entered data.
[6]. Sum of each row.

[7) [6}15).

Lege



Attachment H

Page 2 of 5

Postage Due
Location B [2]

USPS Return Technician A B C D E F G H |
Pieces 30 30 30 30 30 30 30 30 30
SetUp 2 2 5 2 3 2 2 2 2
Selecting Samples 10 6 14 & 7 8 8 8 4
Weighing / Recording Samples 20 35 9 21 20 30 20 28 16
Matching Worksheet to Manifest 25 21 30 22 27 25 28 25 18
Valdating Postage Statement to Manifest 5 4 9 ] 8 5 8 5 4
Transferring Postage Statement to Post Office 5 5 5 6 5 5 36 5 4
Other
{explanation)
Post Office Tasks
Permit System Entry of Postage Due 5 8 7 15 15 10 5 5 15
TOTAL
Sources

[1] through [4] Data collected directly through ¢
(5] Only includes volume when have entered d
[6]: Sum of each raw.

(71 [8y/[5}

8ed



Attachment H

Page Jof 5

Postage Due

Location C [3}'
USPS Return Technician A 8 [+ D E H® I J
Pieces 45 40 45 50 50 B0 40 40
SetUp 5 10 15 5 20 5 10 10
Seiecting Samples 10 10 10 15 10 20 5 10
Weighing / Recording Samples 35 klo) 30 30 25 120 35 30
Matching Waorksheet to Manifest 30 30 30 30 30 30 30 30
Validating Postage Statement 1o Manifest
Tiransferning Postage Statement to Post Office
Other 10 5 10 10 10
(explanationy} trave! travel travel travel travel
Post Office Tasks
Permit System Entry of Postage QOue 10 10 15 0 30
TOTAL
Sources

[1]through [4] Data collected directly through ¢
[5] Only includes volume when have entered d
8] Sum of each row.

(7} 1817151

6tEC



Attachment H

Page 4 of 5

Postage Due
Location D [4]

USPS Return Technician A B C D E F G H | J K L M
Pieces 30 30 30 3 30 30 30 30 30 30 o ao 30
SetUp 55 35 25 25 0 30 21 29 30 3N 30 20 30
Selecting Samples 34 ac - k3 45 25 34 - 63 45 33 32 40
Weighing / Recarding Samples 38 28 35 85 70 55 87 65 65 70 37 85 75
Matching Worksheet to Manifest 80 70 70 g5 75 67 92 75 80 74 65 g0 105
Validating Postage Statemant to Manifest 30 40 35 35 35 18 38 50 20 20 20 35 32

Transfernng Postage Statement to Post Office
Other
(explanation}

Post Office Tasks
Permit System Entry of Postage Due

TOTAL

Sources

{11 through [4]. Data collected directly through ¢
[5) Only includes volume when have entered d
{8): Sum of each row

(71 I8}/ [5)

ovc



Attachment H

Page 5015

Postage Due Time

Volume Total Per piece
USPS Return Technician [5] [6] M
Pieces
SetUp 1380 674 0.488
Selecting Samples 1320 738 {559
wWeighing / Recording Samples 1380 1667 1208
Matching Worksheet to Manifest 1350 2410 1785
Vahdating Postage Statement tc Manifest 660 460 0697
Transferring Postage Statement to Post Office 2740 76 0.281%
Other 250 180 0692
{explanation}
Post Office Tasks
Permit System Entry of Postage Due 800 245 { 306

TOTAL

L

Sources

[1] through [4]. Data collected directly through ¢
[5] Only includes volume when have entered d
[6]: Sum of each row.

(7] 181715}

Tv2
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RESPONSE OF UNITED STATES POSTAL SERVICE
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

7. Please refer to the cost sheets that were supplied with the supplemental
response to OCA/USPS-13 and 15, attachment C, page 4. The value listed in
cell C34 for the "Proportion sent from secondary to primary due to SSIU" is 3.0%.
(SSIU = parcel singulators.) This percentage is calculated by taking the product
of two assumptions, which are listed directly above it {*"Probability that barcode
on secondary will not be readable,” and, “Proportion of parcel singulators (SSIU)
being at secondary”). However, according to PRC-LR-9, "PPfinaladj.xls”, sheet
"Other Inputs”, the proportion sent from the secondary to primary due to SSIU is
0.0%. Since these sheets are supposed to reflect PRC methodology, please
confirm that 0.0% should have been used and revise the sheets accordingly. If
not confirmed, please explain why the value found in PRC-LR-9 should not be
used.

RESPONSE:
Confirmed. 1t should be noted that the cost results do not change when the value of cell

C34 in attachment C, page 4 is changed to 0.0%.



Altachment to response to POIR No. 1, question 7

Piggyback Factors, Wages, Mail Flow Operating Assumptions

Wage Rate with Premium Pay Factor Applied
Premium Pay Factor
TY Other mail processing wage rate

Window Service Adjustment Factor
Window Service Base year wage rate
Window Service Tesl year wage rate

Mail Processing Operation Specific Piggyback Factors
NMO Soring at BMC

Cther Operations at BMCs
Flattorm BMC

Primary Parce! Sorting Machine
Secondary Parcel Sorting Machine
Sack Sorting Machine - BMC
NMO Sorting at SCF

Platiorm Non-BMC

NonMODS Allied
NonMODOSMANP

Window Service Piggyback factor (Parcel Post)

Mail Flow Operating Assumptions

Fercen! with direct Iransportation lo destinating delivery urit from BMC

Fercent Sorted 1o 5-Chgils by Primary Parcel Sorting Machine

Destinating BMCs will feed barcoded deshinaling mail unfiitered fo secondary
Fropabity Inat mail fed drectly 10 nonspecilic secondary will recewe more than one sorl
FPropabmty that barcnde on Secondary will not pe readable

Proparton o' parcel singulators (551U being at secondary

Fropoerton sent from secondary to primary due lo SSIU

Bropatd e ©f Inter- BMC parcel going 10 pnmary psm at destination BMC
Propabdty ol imer-BM T parcel beng handied by S5IU in desunalion BMC
Fropatite ol iotra BMC and DBMC parcels going 1o primary psm {or get keyed)
Brobat ity of Intra BMC and DBMC on secondary psm

“eopatnity that NMOs will NOT be inducted on the conveyor system {nol used for NMOs over 10t

Rropatnl by that NMOs will be NOT be moved using lowveyor (N0t used for paliets)

Frobabiily that PRS machinable mail pieces are processed on the PPSM
Probabiity that PRS machinablte mail pieces are processed on the SPSM
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3 Docket No R2005-1. USPS-LR-K-55
47 4By 1 (5
5 Docket No R2005-1, USPS-LR-K-55
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7/ Docket No R2005-1, PRC-LR-&

8 Docket No R20051, PRC-LR-9
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11 Docket R2001.1. USPS LR.J.64. Attachment J. page 1 19}
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100 0%
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83 4%,
94 5%
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79.9%

41.2%
31 4%

97 4%
24 8%

12, Assumplion that mai gowng o secondary PSM will be eventy sphl between scheme 1 and scheme 2

13/ Assumption used by Operauons

14/ Assumption used by Operations
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