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Sharon Daniel 
(USPS-T-1) 



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

OCNUSPS-TI -1. 
understanding of the market, I 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. 

On page 2 of your testimony, you state, "Based on my 
1 )  

RESPONSE: 

As Manager, Ground Products, I stay abreast of industry trends by speaking with and 

attending conferences of associations/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 

( I  
OCNUSPS-TI-2. 
confirm that your reference to Docket No. MC2003-1 should be MC2003-2. If you are 
unable to confirm, please explain fully. 

The following refers to your testimony at page 3, footnote 1. Please 

RESPONSE: 

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

I 
OCA/USPS-T1-3. On page 4 of your testimony, you indicate that the USPS 
“assign[ed] each participant a unique Zip Code beginning with the prefix 569.” 

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. 
If you are unable to confirm part a of this interrogatory, please provide 
specific details on the use and assignment of the 569 prefix. 

a. 

b. 

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 unique 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 

OCNUSPS-T1-4. 
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 .. ..” At page 3 of your testimony, you indicate that there are only two third-party 
agents currently participating in the experiment. 

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

Please refer to page 5 of your testimony. You state, “This 
I 

a. 

b. 

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. 



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

OCNUSPS-TI-5. Please refer to page 7 of your testimony, lines 8 through 13. 
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. 
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 filed in this docket 
and show the derivation of all calculated values. 

1 1  

a. 

b. 

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 FY04 

and FY05 

I 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. 

b. 

19 



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

, \  
OCNUSPS-TI -6. 
entered into the mail stream by “giv[ing] it to their carrier, plac[ing] it in a collection box, 
schedul[ing] a pickup or bringing it into any post office.” (Docket No. MC2003-2, USPS- 
T1 at 11 .) 

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. 
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 all source documents, 
provide copies of all source documents not previously filed in this docket 
and show the derivation of all calculated values. 

The experimental Parcel Return Service allowed packages to be 

a. 

b. 

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 

) 
OCNUSPS-Tl-7. 
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. If 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 OCNUSPS-T3-6, the R2005-1 forecast reflected a "simplifying 

assumption." Please see Section 111 of my testimony for a detailed explanation of my 

Fiscal Year 2006 volume projection. 

On page 7 of your testimony, you forecast 12.8 million Parcel 



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

1 
OCNUSPS-TI-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. 
Have consumers requested that insurance be added to the available special 
services? 
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. 

b. 

c. 

RESPONSE: 

a. My understanding is that most merchants are self-insured and I 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. 

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. 

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. 

b. I 

c. 



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

1 
OCNUSPS-TI-9. In the Postal Rate Commissions' Docket No. R2005-1 Opinion and 
Recommended Decision, Appendix G, page 17, shows PRS Test Year revenue of 
$1 1,219, 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: 

I could not find this figure in the Commission's workpapers, but I did find it in USPS-LR- 

K-115, "USPST28BSpreadsheets.xls" on the tab named "PP-14 Adjusted W A R  

Revenue" in row [SI. 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. 

I 



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

REDIRECTED FROM WITNESS MILLER 

OCNUSPS-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? 
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? 
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. 

b. 

c. 

RESPONSE: 

a. No. Please see rewonse to OCNUSPS-TI-4 

b. No originating merchants are participating directly in the program. All use 

third-party vendors 

C. N /A 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 
PRESIDING OFFICER'S INFORMATION REQUEST NO. I 

4~ Please refer to the response to OCAIUSPS-TI-8c. 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 
issues." 

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

(b) 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 loss 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. I am the Manager, Ground Products, Package 

Services in Product Development, Marketing. I have worked at Postal Service 

Headquarters since 1995. Prior to joining the Postal Service, I was a consultant 

with Price Waterhouse (now IBM) and worked in the Center for Postal 

Consulting. While at Price Waterhouse. I supported many of the Postal Service 

witnesses in Docket No. MC95-1. After joining the Postal Service as an 

Economist and later as an Operations Research Analyst, I provided testimony in 

Docket No. MC96-2 on Standard Mail (A) Nonprofit letter mail processing costs. 

In Docket No. R97-1, I testified regarding various Standard Mail (A) letter and 

Standard Mail (B) Parcel Post mail processing costs (USPS-T-29). I 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, I 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 I transferred to Atlanta, Georgia where I became the Finance 

Manager for the ExpeditedlPackage Services strategic business unit. In January 

2002, I returned to Washington, DC after a management realignment and 

became the Manager, Product Development in Package Services where I 

oversaw the development of a number of initiatives, including Parcel Return 

Service. I have spent considerable time observing mail processing in Processing 

and Distribution Centers (P&DCs), Bulk Mail Centers (BMCs), and carrier 
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4 

stations. I have also consulted extensively on various operational and cost 

matters with postal headquarters and field personnel. I 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. I 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 111. 

Section I I  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 flow 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 

line. 

Section Ill 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 

1 
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year one. Based on my understanding of the market, I 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 Parcel 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. 

11. FINDINGS FROM THE EXPERIMENT 

A. 

The catalog and online retail market is searching for quick, easy, 

The Market Has Embraced the Service 

convenient, no-postage-required options for when their customers need to return 

merchandise. It is in the interest of merchants to improve the overall return 

process in order to encourage sales, and PRS provides a mechanism for that 

improvement. 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 building customer loyalty; the 

redirection of returns to locations selected by the merchants; and providing 

2 
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information that helps the merchant manage inventories. They can also help 

smooth the otherwise unpredictable volume flow to the merchant, and better use 

their transportation capacities, since they may be dropping off outgoing packages 

at the P R S  pickup facilities. The two current participants in the experiment 

represent scores of merchants and have handled over 13 million P R S  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 P R S  participants.2 

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 ~ e r v i c e . ~  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). 

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

As a result, RDU volumes have been below what was originally projected. RDU 
usage is expected to be entirely through third parties. 

3 
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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 to grow closer to the 

amount originally forecast and even exceed it. 

The experimental 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. 

As reported in the interim reports filed with the Postal Rate Commission, 

The Service is Operationally Feasible 

the process flows that evolved during the experiment generally match those 

outlined in the filing for the experimental s e r v i ~ e . ~  Label modifications have 

improved operations and made the service easier to use for the merchants. The 

original plan called for assigning 21 unique, geographic-specific ZIP 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 unique 569 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. 

4 
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the first three digits in the ZIP Code did not match the location of the BMC, and 

occasionally 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 Mail Center" on the next line along with the appropriate 569 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, especially 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 

5 
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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 regardless of where the consumer 

enters the return into the mailstream. 

Another label 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 label 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. 

Ill. 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 

6 



7 

8 

9 

10 

11 

12 

13 

14 

households shopped online. This number is projected to grow to 63 million by 

2008.5 Revenue from online sales grew 24 percent in 2004 and is expected to 

grow by a similar percentage in 2005 (excluding travel sales).6 As online and 

catalog sales grow, so does the number of returns. For example, the return rate 

for online apparel 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 

Based on the expectations of the current participants, and the possible addition 

of new agents in the future, I project significant growth for PRS in Test Year 

2006. Specifically. I estimate 12.8 million Parcel Select Parcel Return Service 

pieces. Of this, I project onequarter, or 3.2 milljon 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 

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

Research. (www.shop.org). ’ 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 Retum 
Service a permanent classification. 

7 

http://Shop.org
http://Shop.org
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IV. 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 used 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 I 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, I propose that Certificates of Mailing service be 

made available to cons~mers.~ 

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 superfluous. 

a 

http://usps.com
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POSTAL RATE COMMISSION 
DOCKET NO. MC2006-1 

PARCEL RETURN SERVICE 

I, Sharon Daniel, hereby declare under penalty of perjury that: 

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

Were I 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 I to respond orally to the  questions appearing in the interrogatories, my 
answers would be the same. 
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United States Postal Service 

Samuel J. Koroma 
(LISPS-T-3) 



OCNUSPS-T3-1. The following interrogatory refers to your WP-PRS-6. In footnote [I], 
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. 



OCNUSPS-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, 412, 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. 



OCA/USPS-T3-3. 
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. 

Please update your workpapers to reflect the Postal Rate 

RESPONSE : 

Updated vvorkpapers 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. 
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Updated Workpapers in Response to OCAIUSPS-T3-3 and 6b 

Workbook Tab Designation 

Inputs 

Proposed Parcel Post Rates 

current volume5 

RBMC Forec.ist 

Volume Distri3ution 

RDU Regular Size Savings Calculation 

RBMC Regular Sire Savings Calculation 

Oversized cost Savings 

Current PRS Rates 

Proposed PRS Rates 

Prqected Revenue 

Revenue Impacts 

Financial Summary 

Table of Contents 

Workpaper 

WP-PRS-1 

WP-PUS-2 

WP-PRS-3 

WP-PRS-4 

WP-PRS-5 

WP-PRS-6 

WP-PRS-' 

-8. 

WP-PRS-9 

WP-PRS-10 

WP-PRS-11 

WP-PRS-12 

WP-PRS-13 

Workpaper Title 

Major Input Assumptions for Proposed Rate Schedule Determination 

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 

DiSt"bUll0n of RBMC Cost Savings by Weight 

Owmized Mail Savings Calculation 

Current Parcel Select Return Service Rates 

Proposed Parcel Select Return Sewice Rates 

Prqected Revenue 

Revenue Impacts 

Financial Summary 

Workbooh Tab Contents 
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Total Estimated PSRS Volume 

Nonmachinablsr Shars of Total PSRS VOlums 

Estimated PSRS RDU Volume 

Estimated Zone Distributions for PSRS RBMC Volumes 

RDU Return Parcels (Compared to Local IntraBMC) 

RBMC Machinable Parcels (Compared to Zoned IntraBMCl 

Unit Non-Transportation Cost Impacts ($/Piece) 

RDU Return Parcels (Compared to InlraBMC Local) 
Machinable Parsslr 
Nonmachlnabls Parcels 
memized Parcels 

R 0 M C  Machinable PareQls (Compared to Intra-BMC) 
Machlnable Parcels 
Nonmachinable Parcels 
Ovsnhed Parcels 

Barcoding Cost Savings (LIPiece) 

RDU and RBMC Return Parcels 
Machinable Parcels 
Nonmachlnable Parcels 

USPSIR-K-115 (Sheet PP.12): N A R  Volumes 
Share of Nonmsshinabie PUS Piesmr from FY2004 RPW. 
USPS-LR-K-115 (Sheet PP-12). N A R  VoIumeJ 
RBMC zone dlsfribution baaed on Base Year VoIYmeS. 
USPS-T-2, Atfachrnent E, page 1. Column 1. RDU Parcels 
USPS-1.2. Attachment E, page 1, Column 1, RBMC Parcels 
USPS.T-2, Attachment A, RDU Machlnable Parcels, Column 7. Column 4. 
USPS-T-2. Attachment A, RDU Nonmachinable Parcels, Column 7 -Column 
USPS-T-2, Attachment A. RDU Oversized Parcels. Column 7. Column 4. 
USPS-T-2, Attachment A. RBYC Machlnable Parcds. Column 7. Column 4. 
USPS-T-2, Attachment A, RBMC Nonmachinable Parcels. Column I -COlun 
usPS.1-2. Attachment A, RBMC Oversized P a r d s ,  Column 7 .Column 4. 
Docket NO. R2OOCl. U S P S I R U 4 6  
USPS-1-2. Attachment E. page 1. Coiumn 2. Machinable Parcels. 
USPS-T-2. Attachment E. page 1. Column 2. Nonmachinable Parcels. 
USPS-T-2. Attachment E, page 1. Column 2. Overslied Parcels 

3,604,796 

0 05563 

0 

75.7% 
15.0% 
7.3% 
2.0% 

-12.44: 

52.21; 

51.23: 
44.501 
-$I 1.121 

50.48: 
-11.00: 
4 1  .531 

10.0: 

0.425 
2.777 
7.938 

,4. 

I" 4. 
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4 69 
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G 23 
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6 61 

6 72 
6 86 
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I O 8  
7 19 

7 28 
' E0 
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- 58 

7 66 
7 77  

r 85 

7 93 
6 02 
8 11 

8 19 

8 28 
8 35 

Dircaunls and Surcharges (Per Piece) 
Nonmachinable Surcharges 

Inlra-BlwC 1 J 
Barcode I3iscounl 1 i: , 

- 
Notes 

Ill Pieces weighing over 35 pounds must auiomatically add Ihe nonmachinabie Surcharge 
Soum? Dockel NO R2005-1. USPS~T-28 Exhibit 28A 

I 

Woihbooh Tah Proposed Parcel Po61 Rater 
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Workbook Tab: RBMC Forecast 
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.Chi".Y. N; ,f. 

P1.C.. P1.C.. 
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7DU Savings 
Non-Transportation (Per Piece) 
Transportation (Per Piece) 

7BMC Savings 
Non-Transportation (Per Piece) 
Transportation (Per Piece) 

$ 11.126 
$ 19.385 

$ 1.536 
$ 17.559 

totes 

11 Source. [Aa]: (WP-PRS-I. Input [9]) 

Calculation' [Ab] = (WP-PRS-1. Input (51 * Input [16]) 
Calculation. [Ac] = ([Aa] + [Ab]) 
Source' [Ad]: (WP-PRS-1, Input [12]) 

Calculation: [A@] = (WP-PRS-1, Input [6] * Input [16]) 
Calculation: [Afl = ([Ad) +[ne]) 

Workbook Tab Oversized Cost Savings 



I 
I I., 
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0 

3,604,796 

Revenue 
3eduction I' 

A 
IO 

$3,274,190 

Savings 
'assthrough 1'' 

0.0% 

51.4% 

Workbook Tab Financial Summar) 
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OCNUSPS-T3-4. 
(which includes the certificate of mailing) are available to Package Services mail, except 
for Parcel Post mail entered under the return services sections 521 2 7  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. 

Section 561 of the DMCS states that the list of ancillary services 

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 approach 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. 



OCNUSPS-T3-5. 
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. 

If you confirm OCNUSPS-T3-4, above, please indicate whether 

RESPONSE: 

See my response to OCNUSPS-T3-4. 



OCNUSPS-T3-6. 
Recommended Decision, Appendix G, page 17 shows PRS Test Year revenue of 
$1 1,219,443. 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. 

In the Postal Rate Commission's Docket No. R2005-1 Opinion and 

a. 
b. 

Please explain the reasons for the differences. 
Please update your workpapers to reflect the Commission's Test Year 
volumes and revenues for PSRS parcels. 

RESPONSE: 

a. Since the rates in the Ooinion 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 more specific volume 

projection was made in this docket by witness Daniel. See witness Daniel's 

testimony, MC2006-1, USPS-T-1, Section 1 1 1  for a detailed explanation of Fiscal 

Year 2006 volume projection 

b. Please see my response to OCNUSPS-T3-3. Using the TYAR volumes from the 

Postal Rate Commission's Recommended Decision in Docket No. R2005-1, my 

workpapers generate a revenue calculation of $11,059,465, This figure is 

different from the figure presented in this interrogatory ($1 1,219,443) 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 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KOROMA 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-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. 
Please indicate whether you believe the proposed prices are reasonable 

assuming costs as revised by witness Miller to conform to commission 
methodology applied in the Docket No. R2005-1 opinion. Please explain. 
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. 
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 methodology applied in the Docket No. 
R2005-1 opinion. Please explain. 
Please indicate the range of percentages of implicit passthroughs you 
believe would be reasonable for this parcel return service. 
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 docket? Please explain. 

b. 

c. 

d. 

e. 

f. 

RESPONSE: 

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

l 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. 

Given the circumstances I note in the above quotation, I believe that the b.-d. 

proposed prices, including the implicit passthroughs, are reasonable, regardless of 

small changes in calculated passthroughs that might result from substituting the 
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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. 

e. 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 I considered. 

f. Not applicable; please see my response to part (e) 



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

OCNUSPS-T3-6. 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 OCNUSPS-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 OCAIUSPS-T2-16. 



t 
RESPONSE OF UNITED STATES POSTAL SERVICE WIT~ESS KOROMA 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

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

Witness Miller's cost savings analysis using the Commission's costing 
methodology in Docket No. R20005-1. 
Witness Miller's costs savings analysis using the Commission's costing 
methodology in Docket No. R20005-1 and including carrier cost savings, 

a. 

b. 

RESPONSE: 

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

measured for these categories in isolation from the subclass, I cannot calculate the 

requested rmplicrt cost coverages 

6 3  



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

OOA/USPS-T3-10; Please refer to your testimony at pages 8 and 9 where you 
de%rmined 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 
RqU and RBMC using the costs included in the supplemental responses of the Postal 
Setvice fiied.December 1, 2005 to interrogatories OCNUSPS-T2-13 8 15 which reflect 
thecosts determined by the Postal Rate Commission in the Docket No. R2005-1 
Odnion and!Recommended decision. 

RWPONSE: 

Parcel Return Service Cost Savings and Passthrough 
(PRC Costs) 

RDU 

RBMC 

cost Revenue Savings 
Savings Differential Passthrough' 

$9,438,373 $4.197.467 44.5% 

~ 1 7 . 7 7 8  091 $a.719,734 49.0% 

64 

1 &venue differential drvlded by cos1 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. In light of the Postal Service’s supplemental responses to 
interrogatories OCNUSPS-T2-13 8 15, filed December 1, 2005, reflecting the costs 
determined by the Postal 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 Uslng PRC Costs Provlded in Response to USPS-12-15 
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Workbook Tab Designation 
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Proposed Parcel Post Rates 

Current Volumes 

RBMC Forecast 

Volume DstnbUtiOn 

RDU Regular Sire Savings Calculation 

RBMC Regular Sire Sanngs Calculalwn 

OVerSized Cost Savings 

Current PRS Rates 

Proposed PRS Rates 

Prolected Revenue 

Revenue Impacts 

Finanoat Summaq  

Table of Contents 

Workpaper Workpaper Title 

WP-PRS-1 

WP-PRS-2 

WP-PRS-3 

WP-PRS-4 

WP-PRS9 

WP-PRSG 

WP-PRS-7 

WP-PRS-8 

WP-PRS-9 

WP-PRS-10 

Major Input Assumptons for Proposed Rate Schedule Detemlnalion 

RZ005-1 Proposed Intra-BMC Parcel Post Rates 

D1sVlbution of Cunenl Pmws by Zone and Wetght 

REMC Forecasl Volume Distribution 

Dlsmbution of ForPCas1 PSRS RDU and REMC Pleces by Zone and Welght 

Calculation of RDU Cost Savings by Weigh1 

D,StnbUbon of REMC Cost Savings by Weight 
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Proposed Parcel Select Return Service Rates 

WP-PRS-11 Pmpaed Revenue 

WP-PRS-12 Revenue Impacts 

WP-PRS-13 Finanual Summary 

Workbook Tab Contents 



RecaI~~lated using PRC Costs Pmvlded in R a m r e  to USPS-R-15 
67 

otal Estimated PSRS Volume 

Ionmashlnables Share of Total PSRS VdUm. 

stlmated PSRS RDU Volume 

stlmated Zone Dlstrlbutlone lor PSRS RBMC V0lum.S 
1- Zones 1h2 

Vnlt Transponauon Cost impacts (IICubls Foot1 

RDU Return Parcels (Compared 10 Local I n tnmw 

R0MC Machlnable Parcels (Compared to Zoned In tnBMCl  

Unll No-Transpornon Cost Impacts (IIPleCel 

RDU Raturn Parcels (Compared 10 IntraaMC Local) 
Machinable Pamels 
Nonmachlnable Parcels 
Dvenl led ParceiI 

RBMC Machlnable Parcels (Compared to InlraBMCI 
Machmable Parcels 
Nonmashlnable Parcels 
Ovemlzsd Parc.1~ 

3arsodlng Co l t  Savlngs (IIPIecBl 

4verage Cubic FI(P.rPI- 

RDU and RBMC Return PameIS 
Machlnabls Parcels 
Nonmachlnable Parcalr 

.. . 
Share 01 Nonmachlnable PRS Places hom FY2004 RPW. 
USPS-T-t 
RBMC lane distribution bared O n  B a r e  Year Volumer. 
OCANSPS-T2-15. Attachment E. pagr 1. Column 1, RDU Parcels 
OCANSPS-R.15. Attachment E, page 1. Column 1. RBMC Parcels 
OCANSPS-T2-15, Attachnun( A. RDU Machinable Parcels, Column 7. Column 4. 
OCANSPS.T2.15, Attachmnt A, RDU Nanmachlnable Psrsalr. Column 7. Column 
OCANSPS-T2-15. Attachment A. RDU Orarslzed Parcels. Column 1 -Column 4. 
OCANSPS-T2-t5. Attachment A. RBMC Machlnable Parcels. Column 1 .  CdUmn 4. 
IOCAIUSPS-T2-15. Attachment A. R0MC Nonmashinable ParCeIs. Column 7 - CdUn 
3CANSPS-12-15, AttachmBnl A. R0MC OveRlzed Parcels. Column 1 .Column 4. 

OCANSPS-T2-15. Attachmsnt E. page $, Column 2, Machinable Parcels. 
OCANSPS-TZ.15. Anpchment E. page 1. Column 2. Nonmachinabls Parcels. 
OCANSPS-12.15. Attachment E. page 1, Column 2, Overriled Parcels. 

4. 

I" 4. 
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Recalculated Using PRC Costs Provided in Response to USPS-T2-15 

Non-Transportation (Per Piece) 
Transportation (Per Piece) 

Non-Transportation (Per Piece) 
Transportation (Per Piece) 

[I] Source [Aa] (WPPRS-1. Input [9]) 
Calculation [Ab] = (WP-PRS-1. Input [5] * Input [16]) 

Calculation [Acl = ([Aal + [Ab]) 
Source. [Ad]. (WP-PRS-1, Input [ IZ] )  
Calculation [ne] = (WP-PRS-I. Input [6] * Input [I611 

Unit Cost 
Savings"' 

[AI 

$ 12.343 
$ 19.440 
$ 31.70 

$ 1.647 
$ 17.606 
$ 19.25 

7 0  

Workbook Tab: Oversized Cost Savings 



R-l~~la led  Using PRC Costs Provided in Respnse 10 USPS-TZ-i5 
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Parcel Selecl 
RDU 3.200.000 $6.752.195 $9,438,373 14.197.467 44.5% 

RBMC 9,600.000 528,418,984 $17.770.091 $8,719,154 49.0% 

Notes 

:I] Source: IAa): IWP.PRS-I. Input 131) 

[Z] Calculallon: [Ba] = (Prolostsd Revenue Calculation (WPPRS.11). IAal 

:3] CalculrUon: [Ca] - (RDU Savlngs Cslsulallon (WPPRS-1). [Eo] ' 

[Ab]: RBMC FOrOCasl WPPRS-5). [Ae] 

[Bb] = (Prolestad Revenue Calculatlon WPPRS- t i ) .  [Bb] 

(RDU Savings Calculallon IWPPRS-6). [Es] f [Ed]) + 
(WPPRS- I .  Input 131). IRDU Savlngs Calc~lallon IWPPRS-6). [En))). 
(Overslrsd Cos1 Savlngr WPPRSd) ,  [Ar] [Ab]) 

IRBMC Savings Calculation IWPPRS-7). [Ce]) . (WPPRS-I, Input 1131) * 
(I .Volume Dlslrlbullon RBMC WdPPRSb). RBMC Nonrnachlnablcs sham < 35 pounds) f 
IOvsdzsd Cost Savlngr W P P R S d ) ,  [As] + [Aril 
lVolurne Dlslrlbufion RBMC WPQRS-6). RBMC 1oI.l column. Overalzed row) 

Calculallon: [Cbl- IRBMC Savings CaIwIallon WPPRS-1). [Cd]+ I D 4 1  [Ed]) + 

141 
IS] 

Source. IDA] 10 [Db] Revenue i m p a m  WP-PRS-121, ( A d  to [Ab] 
Calculstlon. [D) - [D] I [C] 

WorkhoOL Tab Financial Summaw 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS glROMA 
TO PRES1DINQ)FFICERS INFORMATION REQEST NO. I 

3. Please refer to Excel workbook "USPS-T-3-Workpapers." sheet "RDU 
Savings Calculation." Cells H16 to H50 follow the same basic equation 
template: (Intra-BMC rate for that weight class) * (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 

54.452.029 (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 to POlR No. 1, question 3 
Page 1 of 3 

USPS-TJ 
WP.PRs.6 

R M S E D  ?2RV05 
C a l c u l a l i ~  of RDU Cor1 Savings by Weight 

SYI * lO"  Of s.rmg.'(' 
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Attachment to response to POlR No. 1, question 3 
Page 2 of 3 

USPST-3 
WP-PRS-12 

Revenue Impacts REWSED lMlIO3 
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Attachment to response to POlR No. 1. question 3 
Page 3 of 3 

I USPS-1.3 
WP-PRS-13 

R M S E D  12/21/05 
Financial Summary 

Parcel Select 
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AUTOBIOGRAPICAL SKETCH 

My name is Samuel J. Koroma. I am an economist in Specialty Pricing, 

Pricing and Classification, in the United States Postal Service Marketing 

Department. I testified in Docket No. R2001-1 on the Postal Service's proposed 

fee and classification changes for selected special services (USPS-T-37). I 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. I 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, I worked in 1995 as an intern 

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. 

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

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

University of Sierra Leone. 
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I. 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. 

11. 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). 

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

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

111 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. 

1 
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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 Parcel 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. 

2 
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IV. 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 $2.1 1 (currently $2.00) . Similarly, for RBMC parcels, the 

proposed rates are generally 5.4 percent higher than the current prices. 

B. 

The rates proposed in this case are those presented in Docket No. R2005-1 by 

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

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. It would also 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. 

I 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 

23 assessment concluded that the proposed pricing is reasonable in the context of the 

3 
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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- I ) ,  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 $2.1 1 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 original 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 

4 
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witness Miller (USPS-T-2). To evaluate the proposed prices, I calculated the average 

per-piece savings for regular-sized RDU pieces, taking into account witness Miller's 

average cubic feet per piece estimates for machinable and nonmachinable parcels. I 

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), I estimated the revenue RDU pieces would have 

generated if those benchmark rates applied. I 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, I 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 W-PRS-13 

and discussed in more detail in section VII. 

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 VII. 

' The term "benchmark" is usually used in conjunction with costs, however, for 
simplification. I am using it in my testimony when referring to rates, as well. 

5 
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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, I calculated the savings for machinable and nonmachinable 

RBMC parcels separately for lighffmedium 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, I calculated the revenue in 

workpaper WP-PRS-11, and in workpaper WP-PRS-12 I subtracted the revenue that 

would have been generated by the intra-BMC Parcel Post prices to determine the 

revenue differential. The financial implications are shown in workpaper WP-PRS-13 

and discussed in more detail in section VI1 

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. 

6 
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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. 

Having recognized that an easy and convenient returns process contributes to 

Response to Experiment by Mailers 

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 their return processes. See witness 

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 (LISPS-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 

7 
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VII. 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 million 

I used these volume projections in the calculation of the financial implications of 

the proposed rates. In earlier sections, I described how I 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, 

re~pectively.~ I also described how I 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 resulting 

implicit passthroughs are therefore 47 percent and 51 percent for RDU and RBMC, 

re~pectively.~ 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 

As described earlier, the proposed rates are consistent with the across-the-board 
Intra-BMC rates and the proposed PRS rates. 

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. 

4 

8 
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Parcel Return Service Cost Savings Passthroughs 

Cost Revenue Savings 
Savings Differential Passthrough' 

RDU $8,889,600 %,I 97,467 47.2% 

RBMC $16,982,312 $8,719,734 51.3% 

A 

8 

9 

10 

11 

12 

13 

14 

15 
16 

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-1 I ) ,  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 

Parcel Post's contribution to institutional costs relative to other subclasses. The 

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

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

VIII. CLASSIFICATION CRITERIA 

Section 3623(c) of Title 39 U.S.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-27B. 

See Docket No. R2005-1, Exhibit USPS-27B. 
'Total contribution from Parcel Post is expected to be over $250,000,000. 

9 
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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 
reliability 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 well as the Postal Service without creating any undue disadvantage to either 

postal customers or postal competitors. It fosters a smooth return process for 

consumers, and promotes a more efficient and less costly means of collecting 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, I 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 return process (Criteria 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. 

IX. DMCS CHANGES 

I 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 

Parcel Select rate categories, are maintained. Section 521.1 1, 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 

522.1 1, which describe the service for Bound Printed Matter and the duration of the 

experiment, are eliminated. 

During the course of the experiment. as noted hy witness Daniel, it was 

discovered that consumers occasionally seek a record of having mailed the return. In 

order to serve these customers, I 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 availabilrty 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 933.226, 943.221 b. 

944.21c, 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 Taufique (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 No. R2005-1. 

USPS-T-28, Exhibit USPS-28A Table 10. 

12 
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[Aa] to [Ad] = (WP-PRS-1. Inputs [4a] to [4d]) * 
(Input [ l ] .  Input [3])) 

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

Workbook Tab. RBMC Forecast 
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volume ['I 
[A] 

3.200.000 

9,600,000 

Projected 
Revenuem 

[SI 

$6.752.195 

f28,418,9&( 

ort Savings " 
IC] 

18,889,600 

$16,902,312 

Revenue 
?eduction Iq 

[Dl 

$4,197,467 

S8.719,734 

Savings 

'assthrough I' 

IE] 

4 7 . n  

51.3% 

[Ab]: RBMC F D n U I t  (WPPRS-5). [An] 
pj CIICYII~O~: p a ]  = (Projected Rwenue Cakul.Uon WPPRS-1 t). [A11 

p b ]  - ( P r o j h d  Revenue CaI~uIation (WPPRS-11), IBb] 
pi c.icuwon: [ca] - IRDU savings cabui.tlon WPPRS.7). EO]- 

(RDU Savings Calculation (WPPRSb). IEC] + Ea) 
((WP-PRS-1. Input PI). (RDU Swings C ~ I C Y I ~ I M I  (WPPRS-6). Eo]))* 
(Ovanlzed Cost Savings (WPPRS-II). [AI] [Ab]) 

(RBMC Savlngr CalculaUon (WPPRS-7l. p.])' WP-PRS.1. Input [1W* 
( 1 .  Volume DlrVLbuUon RBMC (WPPRS4). RBMC Nonmachlnablea sham < 35 PDUndS) + 
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(volume DismbYUOn RBMC (WPPRS-6). RBMC TOUl column. DveIClzCd rW) 

CaIc~laLion: [Cb] m (RBMC Savings CaICuI.tion (WPPRS-7). [ C q  + Iw] Ea) + 

[n]  Source: p a ]  10 p b ] :  Revenue Impacb (WP-PRS-12). [A,] 10 [Ab] 
[5J c.lc"lauo": [E) - PI I [Cl 

Workbook Tab Finanma1 Summary 
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POSTAL RATE COMMISSION 

PARCEL RETURN SERVICE 
DOCKET NO. MC2006-1 

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

1 - S - G &  
Date 
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United States Postal Service 

Michael W. Miller 
(USPS-T-2) 



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(l1." 
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 ( I O  percent) were 
counted. If you are unable to confirm, please specifically identify the number of 
pieces counted and the derivation of all calculated values. 

b. 

C. 

d. 

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 

(c) Confirmed 

(d) Confirmed 

, 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

I 
OCAIUSPS-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, I have relied on Docket No. R2005-1 volume variability factors. 

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

OCNUSPS-T2-3. 
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. 

In your testimony in Docket No. R2005-1 (USPS-T-20 at 3), you 

a. Please provide a copy of the GFY 2003 PIM if one has not been previously filed 
or provide a reference to the Commission's files if it has been filed. 

b. Please fully explain how the impact of the SSlU has affected the Secondary 
Parcel Sort. Cite all 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, POlR No. 4, 

Question 5 

I 



PI 2003 PlMS DATA 

PescriDtion 
PPSM Total Volume 
Workhours 
Productivity 

SPSM Total Volume 
Workhours 
Productivity 

SSM Total Volume 
Workhours 
Productivity 

NMO Total Volume 
Workhours 
Productivity 

Qp&& 
120 
I 2 0  
120 

130 
130 
130 

140 
140 
140 

201 / 202 
201 I 2 0 2  
201 I202 
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Docket No. MC2006-1 

Response to OCNUSPS-T2-3 
Attachment 1 

Page 1 of 3 

y&Q 
1,079,067,306 

1,448.700 
744.852 

931,329,398 
559.583 

1.664.328 

376,627,015 
1.081 2 1  2 

348.338 

121,663,627 
1,772,233 

68.650 
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A P I M  
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 11 2002 
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 
74 1 
759 
780 
734 
849 
846 
764 
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 
1.097 
1,121 
1.034 
977 

1.084 
1,162 
1.134 
1,125 
1,193 
1.138 
1,145 
1.091 
1,010 
1,040 
1,131 
1,073 
1.158 
1.163 
1,180 
1.177 
1.182 
1.296 
1,321 
1.382 
1.397 
1,452 
1,483 
1.484 
1.365 
1.456 
1,622 
1,695 
1.682 
1,700 
1,836 
1,756 
2,590 
2.553 

SSM 
349 
350 
350 
31 5 
357 
359 
371 
373 
386 
386 
385 
368 
363 
359 
353 
354 
329 
365 
364 
37 1 
374 
369 
363 
364 
359 
362 
358 
353 
355 
328 
357 
372 
377 
372 
380 
373 
362 
283 
285 
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Docket No. MC2006-1 

Response to OCA/USPS-T2-3 
Attachment 1 

NMO Page 3 of 3 
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 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 

TO INTERROGATORY OF THE OFFICE,OF THE CONSUMER ADVOCATE 

I 

OCNUSPS-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 I describe on pages 2 and 3 of my testimony. 

Witness Eggleston, however, relied on data from Docket No. R2001-1. I 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-TZQ. 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) Platform 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. 
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. 

b. 

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 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPST2-6. The following refers to your testimony, Attachment C, page 4. You 
cite footnote "21r' 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." 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-T2-7. The following refers to your testimony, Attachment C, page 5. 
"Rows (182)r' 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 AO. 

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. 
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. 

b. 

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 I have relied upon are FY 2004 volumes, the results differ. 

(b) The formula was based on FY 2000 ODlS 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 PVI indicia. The formula is shown below: 

I 

0.054 (BY Total Parcel Post volume) / (BY Inter-BMC Parcel 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 OFFtCE OF THE CONSUMER ADVOCATE 

OCNUSPS-T2-8. The following refers to your testimony, Attachment C, page 5.  
"Rows (1&2)r 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 AO. 

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. 
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. 

b. 

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 I have relied upon are FY 2004 volumes, the results differ. 

(b) The formula was based on FY 2000 ODlS 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) I (BY Intra-BMC Parcel Post volume) 
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OCA/USPS-T2-9. The following refers to your testimony at page 4. 
a. 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. 

b. 

c. 

RESPONSE: 

(a) (b) (c) Please see Attachment 2. 



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 

436,510 
365,712 
377,127 
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 

1.500 
2.000 
1 .zoo 
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 
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Docket No. MC2006-1 

Response to OCANSPS-T2-9 
Attachment 2 

Page 2 of 4 
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Docket No. MC2006-1 

Response to OCAIUSPS-T2-9 
Attachment 2 

Page 4 of 4 PRS MAIL VOLUME (JULY 2004 -JUNE 2005) 

- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

Total 
PRS Volumg 

436,510 
365,712 
377,127 
222.237 
357.789 
610,645 
276,390 
139,422 
291,106 
656,530 
650.827 
387,184 
308.21 3 
426,109 
371.846 
462,792 
353.486 
480.933 
767.748 
158.861 
321,300 

8.422.767 
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OCAIUSPS-12-10. The following refers to your testimony at page 5 concerning storage 
cost estimates. 

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

b. 

c. 

RESPONSE: 

(a) (b) (c) Please see Attachment 2. 



PRS COVERAGE FACTORS 

BMC 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 
8 139,422 
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 

PPSM 
Coveraae 

436,510 
365.712 
377.127 

0 
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 

8.200.530 

97.36% 
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SPSM 
Coveraae 

0 
365.712 

0 
222,237 

0 
0 
0 
0 
0 
0 

650,827 
0 
0 
0 

371,846 
0 
0 
0 
0 

158.861 
321,300 

2.090.783 

24.82% 



PRS AVERAGE STORAGE DAYS 

BMC 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

- NO. 
Total 

PRS Volume 
436,510 
365,712 
317,127 
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 

1.500 
2.000 
1.200 
2.000 
2.000 
2.000 
2.000 
2.000 
2.000 
1 .zoo 
1 ,200 
2.000 
2.000 
3.000 
2.000 
2.000 
2.000 
2.000 
2.000 
2.000 
1 ,200 

1.834 
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PRS SURVEY RESULTS 

NO. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17  
18 
I9  
20 
21 

- 
P."ICIP."l I 

Pr05...ln4 
Machlnmbl. 

PPSM ~ Ded 
SPSM . Man 
PPSM . Man 
SPSM . Man 
PPSM ~ Man 
PPSM ~ son 
PPSM ~ Son 
PPSM ~ Ded 
PPSM - son 
PPSM . Man 
SPSM . Men 
WSM - Man 
PPSM ~ Ded 
PPSM ~ Man 
SPSM . Man 
PPSM ~ Man 
PPSM ~ Ded 
PPSM ~ Son 
PPSM . Son 
SPSM . Son 
SPSM ~ Man 

Pir(lclp.nl2 
M.chln.bb 

PPSM Ded 
SPSM Man 
PPSM Man 
SPSM Ded 
PPSM Man 
PPSM De6 
PPSM Ded 
PPSM Ded 
PPSM Son 
PPSM Man 
SPSM Man 
PPSM Man 
PPSM Ded 
PPSM Man 
SPSM Man 
PPSM Son 
PPSM Ded 
PPSM Son 
PPSM Son 
SPSM Son 
SPSM Man 

P.rtlclpnl 1 P.nlclp.nI1 
Machlnsbl. Machlnabl. 
C o n t l l n . r m  
Pallet BOX Pallet BO. 

Pallel BO. Pallel BOX 

Cardboard box Cardboard b o x  
Gaylord Gaylord 
Gaylord Gaylord 
Gaylord Gaylord 

Cardboard b x  Cardboard b o x  
Gaylord Gaylmd 
Gaylard Gaylord 

Pallel BOX P.ll.1 BO" 

Cardboard box CardPoad box 
Gaflord Gaylord 
GaVlord Gaylord 

Cardboard bax Cardboard Box 

PBIl(I, BOX PSII.1 BOX 

GeylOd Gaylord 
Pallet BOX Psllal BO. 

Roll~np Slock Gsylord 
Gaflord Gaylwd 
Gaylord Gaylord 

4 '  Pallel B O X  4 P.1101 BOX 

P.rtlclp.nl I 
N U 0  1Ov.r 

Manual 
Manual 
Manual 
Manual 
Manual 

M m -  I Man 
Manual 
Manual 
Manual 

MeCh I Man 
Manual 

MsCn I Man 
M e c h  I Man 

Manual 
Manual 
Manual 
Manual 
Manual 
Manual 
Manual 

Mech I Man 

P.rtlclp.nt2 

Proc...lnll 
NYO I 0 v . r  

Manual 
Manual 
Manual 
Manual 
Manual 

Mech I Man 
Manual 
Manual 
Manual 

Mech I Man 
Manual 

Mech i Man 
MsCh I Man 

Manual 
Manual 
Manual 
Manual 
Manual 
Manual 
Manual 

Msch I Man 

P.rtlclp.nl1 
stomp. 
LounDO 

floor 
Flmr 
TWCk 

Fk.X 
Floor 
F l m  
Floor 

Flmr I TWCk 
Flm 

Floor I TwCk 
TWGk 
Floor 
Floor 
Floor 
Flmr 
FkOf 
TlUCk 
F l W  
Floor 
noor 
floor 

PlrllElp."12 
storas9 
LmrHon 

F l m  
TNck 
TNCk 
Floor 
Floor 
Fkar  
Floor 

Floor i Truck 
FkCf 
TWCk 
TWCk 
Flmr 
Floor 
Floor 
Floor 
Flau 
Tmck 
Floor 
Floor 
Floor 
Floor 

u 
Tu,W,Th.F.Sa Tu.W.Th.F 
M. Tu. W. Th. F Tu. F. Su 
M.Tu.W.Th,F h4.Tu.W.Th.F 

M W F  M Tu Th 
M W F  M W F  . .  . .  

Tu. Th, W. F 
M. Tu. W, Th. F 

M .  W. F 

M. W. TP 
Tu. Th. Su 
M. Tu. Th 

M. TU. w. F M. W. F 
M.Tu.W.Th.F M.Tu.W.Th.F 
h4Tu.W.Th.F h4.Tu.W.Th.F 

M W F  M W F  
M. TU. w. m. F SU. TU. F 

. .  
M.Tu. W. T h  F 
M, Tu. W. T h  F 

M. W. F 
M. Tu. W. Th. F 

M. W ,  F 
M.TU.W.Th.F M.Tu.F 

TU Th 
M. W. F 

Tu. Th. ?a 
Tu. Th. Su 
Tu. Th. Su 

M. W. F M. TU, m 
W. Su M. TU. W. Th. F 
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Total - No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

PRS Volume 
436.510 
365,712 
377,127 
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 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-fZ-lI. 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. 
What "other postal analyses" use 303 days per year? b. 

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 year figure; it is my understanding that any analysis which requires a delivery 

days per year figure typically relies on the figure I 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 302. I do not know why 303 delivery days per year, rather than 302, is the official 

figure used for estimating purposes 
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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 all three of 
the PRS parcel return options. 

RESPONSE: 

I 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 I 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 

RBMC Non-Machinable 

RBMC Oversize 

2.38 % 

0.47 Yo 

0.18 % 

RDU Machinable 1.49 % 

RDU Non-Machinable 0.30 % 

RDU Oversize 0.11 % 



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

OCNUSPS-T2-1 6. In the Experimental Parcel Return Services case, Docket No. 
MC2003-2, witness Eggleston was asked and answered (Tr.2/171) the following 
interrogatory. 

OCNUSPS-T2-17. The following interrogatory seeks to clarify the 
method of calculating the cost differences between Intra-BMC, RBMC 
and RDU parcels. 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: 

I 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 generally viewed as "bulk delivery." Furthermore, such savings may not 

necessarily be achieved due to the implementation of PRS. In the absence of PRS. it is 

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

aware of any data that could have been used to measure such savings. 

131 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-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 OCNlJSPST2-16. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 

TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T2-18. Please estimate the carrier delivery cost savings and provide your 
assumptions, calculations and sources. Please use data and methodologies applied 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 OCAIUSPS-T2-16. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 1 

1. Please refer to USPS-T-2, attachment 8. 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 6, 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 original figure was incorrect. The attachment has been updated accordingly 



Attachment to Response to POlR No 1, question 1 

Intra-BMC Bulk AcceptanceNerification Cost Methodology 

Docket No. MC2003-2 Unit Cost Estimate 
TY 2003 Window Service Wage Rate 
TY 2006 Window Service Wage Rate 
Cost Escalation Faclor 
TY 2006 Unit Cost Estimate 

Sources 
t i :  Docket No. MC2003-2. USPS-T-2. Attachment B. Daae 4 

t i  $0 015 
21 $32 306 
31 $36 344 
41 1 1 2 5  
51 $0 016 

Attachment B 
Page 4 of 4 

REVISED 10/21/05 

21 Docket No MC2003-2, LISPS-T-2. Attachment C. paie 4 
31 Dockel No MC2006-1, USPS-T-2 Altachmenl C page 4 
41 (3)  1 ( 2 )  
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO PRESIDING OFFICERS INFORMATION REQUEST NO. 1 

2 Please refer to Excel file USPS-T-2-Attachments-FINAL. sheet "Convers-CG". 
Column [3] computes "Cubic Feet Per Container", using the measurements given in 
column 121. 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 explain the rationale for using 69. 

RESPONSE: 

Confirmed. The attachment has been updated accordingly. I have also included a 

revised sheet 84 to make the change pointed out regarding the PRC version in question 

7 
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Attachment 1 to response to POlR No. 1. question 2 Allammen C 
Pspe 6 01 15 

'REVISED lORliO5 

Conversion Factor Calculations 
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Attachment 2 lo response to POlR 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 
W l n a w  Service Base year wage rale 
window Service Test year wage raw 

Mail Processing Operation Specific Piggyback Factors 
NMO Sonmg al BMC 
Other Operations a1 0MCr 
Pianorm BMC 
Primary Parcel Sorting Machine 
Secondary Parcel Sonlng Machine 
Sach Sorttog Machine - BMC 
NMO Soning at SCF 
Plallorrn Non-BMC 
NonMODS Allied 
NonMODSMANP 

Window Service Piggyback laclor [Parcel PosIl 

Mail Flow Operating As6umptlons 
~ e r c e n i  with alreci t ran~ponamn 10 aesi~nai~ng aeiivev ~ n ~ i  from BMC 
~ e r c e n l  Sorted IO 5-Dig\t5 by Primary Parcel S m n g  Machlne 
Desf8nating BMCs w11( leed barcoded deslinaling mail unfiltered 10 secondary 
P ~ o Q ~ Q ~ I ~ ~ ~  inat m a  !ea atreciiy IO nonspecti~c secondary WIII r e c a v e  more than one sort 
Probabilily lhal barcode on secondary w?lI no1 Qe readaQle 
~ r o p o n ~ o n  01 parcel Singulatots (SSIU) Qeing a1 secondary 
Propoflion sen1 from secondary to prmmdrydue Io SSIU 

PrOQabllhly 0 1  Infer BMC parcel gotng 10 prlmary Psm at OeSllnaliOn BMC 
Probabliliy 01 IVWBMC parcel b m g  handled by ssiu 
PrObab#I#Iy of ln l ia BMC and DBMC parcels going 10 pnmav psm for gel keyed) 
Probabtiiiy of inira BMC ana DBMC on secondary psm 

aestlnailon BMC 

PrOQabllhly V a l  NMOS w$II NOT be 8nauCled on !he COnveyDl IySlem ("01 used lor NMOS Over 101 
P ~ O B ~ D I I ~ I ~  lhal NMOS w8II De NOT Qe moved using IOwveyor In01 "Sed IO, DalIe161 

Piobabilily lhal PRS machinable mail piece5 are processed On Ihe PPSM 
Plobablllly that PRS rnachtnable mail plece~  are Processed On Ine SPSM 

$35 371 
0 989 

$35 772 

1075 
33 804 
36 344 

1571 
1545 
1622  
2 145 
5 391 
2 159 
1419 
1458 
1738 
1510 

1348 

12 3% 
20 1% 
20 8% 
50 0% 

3 0% 
100 0% 

0 0% 

83 4% 
94 5% 

100 00% 
79 9% 

41 2% 
31 4% 

97 4% 
24 85b 

Sources 
11 121 I i l l  ,-, 
21 Docket NO RZ005~1 USPS~LR~K-55  
31 Dochel NO RZ005-I USPS-LR-K~SS 
41 16) 115) 
51 Dochet No RZ005-1. USPS-LR~K~55  
61 Docket NO R2005-1. LISPS-LR-K-55 
71 Docket NO R2005~1, USPS-LR-K-52 
61 Dockel NO R2005-1. USPS-LR~K~52  
91 USPS LR~PCR-40 Page 64 
101 Docket RZ00t-1. USPS LR-J~64 Allachmenl J. page 1 (101 
111 Dockel RZ001-1. USPS LR-J-64. Allachmenl J. page 1 191 
121 
131 As%mpt<on used by Operai~ons 
141 AI I~mpl ioO used by Operalions 
151 (141 x (151 
161 [ I  -(12)1 * 11161 x [ l 2 ) l * ( I i t ) - ( l Z l l i  111) ~ ! l ~ l l ~ l l 6 1 t + l ! l 1 1  r I l 2 1  x l l t ~ - l t 6 ) l l  
171 (12) + l!ll) I (1311 + 11~!12)1 x 111~!1111 
181 l * [ t - ( I 1 1 1 ' ( 1 6 )  
191 L ( t 1 )  
201 Dockel R2001-1. USPS LR-J-M.  Allachmenl J page 1 I l l ]  

A55umplion lhal mail go#ng Io secondary PSM WIII be evenly Iplil Delween Scheme I and scheme 2 

Anachment C 
Page 4 01 15 

REVISED 10121105 

i1 
21 
31 

41 
51 
61 

71 
71 
71 
71 
71 
71 
71 
71 
71 
71 

81 

91 
101 
1 11 
121 
131 
141 
151 

161 
171 
(81 
191 

201 
201 

211 
2t1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER 
TO PRESIDING OFFICERS INFORMATION REQUEST NO. 1 

5. Please refer to the Excel file that was provided with the answers to OCNUSPS- 
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. I 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. I 

6. Please refer to the cost sheets that were supplied with the supplemental 
responses to OCNUSPS-13 and 15. Attachment F. column [3] (piggyback 
factors.) The source for the piggyback factors is listed as PRC-LR-6. file "PRC 
MPPG TYOG.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 POlR No 1, Questions 1 and 2. 
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Transaction Piggyback Cost per active Number of 
PRS Rate Category Time (hours) Wage Rate Factor scan active scans Scan Cos 

RBMC - Machinable 0 0007 $35.371 1.508 50.036 0 $0.000 
RBMC . Non-machinable 0.0007 535.371 1.508 $0.036 0 $0.000 
RBMC -Oversize 0.0007 $35.371 1.5M 50.036 0 $0.000 
RDU - Machinable 0,0007 535.371 1 .5M $0.036 2 50.073 
RDU - Non-machinable 0.0007 535 371 1 .so8 $0.036 2 $0.073 
RDU -Oversize 0 0007 535.371 1 SO8 $0.036 3 50.109 

[I] [Z] 131 [41 [SI 161 

- 

Attachment 1 to response to POlR No. 1, question 6 

Scanning Cost Estimates 

P R W t o n  
Allachment f 

Paae 1 of 1 

Soutces 
11) Docket No R2000 1 USPS T-30 Sectlon A Data Sheet A-8 
(21 Anachmenl C page 4 Premium Pay Adjusted Wage Rate 
[3] Docket No RZOO5-1. PRC-LR-6. Sie 'PRC MPPG TY06 XLS'. worksheet A. cell M22 
141 [ l ]  x 121 x [3] Follows methodology shown in Docket No R2001-1 LR-J-135 
15) Assumpbn laken lrom USPS product descnplion 
I61 141 x 151 



Attachment 2 to response to POlR No 1. question 6 

Intra-BMC Bulk AcceptanceNerification 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 
11 Docket No MC2003-2. USPS-T-2. Attachment B oaoe 4 

t i  $0 015 
21 $32 306 
31 $36 344 
41 1125 
51 $0 016 

PRC Version 
Attachment 8 

Page 4 of 4 
REVISED 12/21/05 

I ”~ ~. 
21. Docket No. MC2003-2, USPS-T-2. Attachment C, page 4 
31: Docket No MC2006-1, USPS-T-2, Attachment C. page 4 
41. (3) / (2) 

P 
P 
N 
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Attachment 3 to response to POlR No. 1, question 6 PRC Ver- 
Aftachmenl C 
P a p  6 sf 15 

REVISED 12n11n5 

Conversion Factor Calculations 

1 0 1. 15 161 
R110115.1 iB"Oa1 0 425 2 777 7 9 4  14 61 I 8  59 
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DIRECT TESTIMONY 
OF 

MICHAEL W. MILLER 

AUTOBIOGRAPHICAL SKETCH 

My name is Michael W. Miller. I 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. I have testified before the Postal Rate Commission on nine 

separate occasions. 

Most recently, I 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 fiats mail processing unit cost estimates. The second testimony 

presented Parcel Post, Bound Printed Matter, and Media Mail I Library Mail cost 

estimates. 

In Docket No. C2004-1, 

et ai. complaint case. 

In Docket No. R2001-1, 

on behalf of the Postal Service 

testified as a witness in opposition to the Time Warner, 

sponsored two separate testimonies as a direct witness 

The first testimony presented First-class Mail 

lettedcards and Standard Mail letters mail processing unit cost estimates and 

worksharing related savings estimates, the Qualified Business Reply Mail (QBRM) 

worksharing related savings estimate, the nonstandard surchargelnonmachinable 

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, I testified as the direct witness presenting First-class 

Mail letterskards and Standard Mail letters 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, I also testified as a rebuttal 

witness. My testimony contested key elements of the worksharing discount proposals 
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presented by several First-class Mail intervenors, as well as the Office of the Consumer 

Advocate (OCA). 

In Docket No. R97-1, I testified as a direct witness concerning Prepaid Reply Mail 

(PRM) and QBRM mail processing cost avoidance estimates. In that same docket, I 

also testified as a rebuttal witness concerning the Courtesy Envelope Mail (CEM) 

proposal presented by the OCA. 

Prior to joining the Special Studies unit in January 1997, I served as an Industrial 

Engineer at the Margaret L. Sellers Processing and Distribution Center in San Diego. 
California. In that capacity, I worked on field implementation projects. For example, I 

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). I was also 

responsible for planning the operations for a new Processing and Distribution Center 

(PgDC) that was activated in 1993. In addition to field work, I have completed detail 

assignments within the SystemslProcess Integration group in Engineering. My primary 

responsibility during those assignments was the development of Operating System 

Layouts (OSL) for new facilities. 

Prior to joining the Postal Service, I worked as an Industrial Engineer at General 

Dynamics Space Systems Division, where I 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. 

I was awarded a Bachelor of Science degree in Industrial Engineering from Iowa 

State University in 1984 and a Master of Business Administration from San Diego State 

University in 1990. I also earned 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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1. PURPOSE AND SCOPE OF TESTIMONY 

The purpose of this testimony is to develop Test Year 2006 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. These 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. 

II. 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. 

111. 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 individually through retail channels, where they must be weighed and 

rated, or entered in bulk at the BMEU. 

The Test Year (TY) 2006 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 

"weighhate" 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 E, 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 E, page 3. PRS mail pieces can be given to 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 relied 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 applied 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. Model cost estimates are developed for Intra-BMC, Return Bulk 

Mail 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 Parcel Post cost methodology changes I described in my USPS-T-20 testimony in 

that docket. Consequently, the Intra-BMC machinable, Non Machinable Outsides 

(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 cost model 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 deleted 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 local mail, where 5-digit separations are 

being made. The "move NMOs to mach runoff and "sort by mailer I D  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 2006 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, I 

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. MC2003-2.2 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 line 12 to page 8 at line 10. 
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CATEGORY 

Machinable 

Non Machinable 

Oversize 

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. R97-1. 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 sampling 

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 also been incorporated into the analysis. 

IV. SUMMARY OF RESULTS 

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

below: 

RBMC RDU 

($1.421) ($2.270) 

($7.1 46) ($11.384) 

($19.096) ($30.513) 



At mt A 
I < O f t  

Acceptance Mail Processing Storage Transportation Scanning Postage Due Total 
111 121 131 [4] 151 [SI m 

RBMC 
Machlnable ($0 034) ($0 532) $0 014 ($0 9391 $0.000 $0.070 ($1.421) 
Non-machinable (10.034) ($1 134) $0 096 ($6 144) $0.000 $0.070 ($7.146) 
Oversize (SO 034) ($1 857) $0 284 ($17,560) $0.000 $0.070 (St9.096~ 

RDU 
Machlnsble ($0.034) ($1 306) $0 039 (SI 0371 30.069 $O.WO ($2.270) 
Non-mschinabl~ (SO 034) ($48971 $0 262 ($6.784) $0.069 $0.000 ($1 1.384) 
Ovsrslze ($0.034) ($1 1 970) $0.775 ($19.387) $0.103 50.000 ($30.513) 

Summary of Estimated Cost Differences Compared to Benchmark 

I t ] :  Attachment 8,  page 1. 
(21 Attachment C. page 1 
131 Attachment D, page 1 
141 Attachment E. page 1 
(51 Attachment F. page 1 
16) Attachment G. page 1 
(71 Sum of [I] through (61 
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Unit Costs - - 
PRS $0.237 4/ 
Intra-BMC (bulk) $0.016 51 
Cost Difference $0.221 6/ 

Attachment B 
Page I of 4 

Acceptance Cost Difference Summary (per piece) 

Retail Cost Difference 
Unit Costs 

PRS $0.237 11 
Intra-BMC (retail) $0.677 2/ 
Cost Difference ($0.440) 31 

Bulk Cost Difference 

Weighted Average Cost Difference 

I Distribution Cost Difference I 
[l] [2] 

Entered at Window (Retail) 30.5% ($0,440) 2a 
Entered in Bulk (Non-retail) 61.5% $0.221 2b 
Weighted Average Cost Difference per piece (50.034) 2c 

Sources 
11. Attachment B. page 3. 
2: Attachment B, page 2. 

41. Attachment 8, page 3. 
51: Attachment 8. page 4 .  

31 (1)-(2). 

61. (4) - (5). 

[l]: Docket R2005-1. USPS-LR-K-46, page 6. 
[2] Estimated cost differences 

[2a): (3). 
[2b]: (6). 
(2~1: Estimated costs in p a ]  and (2bj weighted by percentages in 111. 
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Attachment B 
Page 2 of 4 

Intra-BMC Retail Transactions 
Cost Per "WeighffRate" Transaction 

Transaction Time (in seconds) 
Transaction Time (in minutes) 
T Y  06 Wage Rate (per hour) 
TY 06 Wage Rate (per minute) 
Direct Cost per transaction 

Misc. Volume Variable Wlndow Costs 

Waiting Time Adjustment 

Variability 

Piggyback Factor 

Cost per minute for Retail Transaction 

64 0 
1.080 

$36.344 
$0.606 
$0.654 

9.52% x $0.654 = $0.062 
+ -  

$0.716 

26.64% x $0.654 = $0.174 

$0.891 

56.37% x $0.891 = $0.502 

+ =  

1.348 x $0.502 = $0.677 

= $0.677 

11 
21 
31 
41 
51 

61 

71 

81 

91 

101 

Sources 
11: Docket No. R97-1, LR-H-167 (Transaction Time Study), Table 3.1, page 160, "weighthate" tas 
2/: (1) 160. 
31: Attachment C, page 4, line (6). 
41: (3) 160. 

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

71: Docket No. R2005-1. USPS-LR-K-5. Workpapen 8,  Worksheet 3.2.1 
81: Docket No. R2005-1, USPS-LR-K-5, Workpapen B, Worksheet 3.2.f 
91: Docket No. R2005-1, USPS-LR-K-52 
101: Product from (9). 

5/: (2) x (4). 

(break time, clocking in and out, moving equip.). 
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Attachment B 
Page 3 of 4 

PRS Retail Transactions 
Cost Per "Acceptance" Transaction 

Transaction Time (in seconds) 
Transaction Time (in minutes) 
TY 06 Wage Rate (per hour) 
TY 06 Wage Rate (per minute) 
Direct Cost per transaction 

Misc. Volume Variable Window Costs 

Waiting Time Adjustment 

Variability 

Piggvback Factor 

Cost per minute for Retail Transaction 

22.650 
0.378 

$36.344 
$0.606 
$0.229 

9.52% x $0.229 = $0.022 
+ $0.229 

$0.250 

26.64% x $0.229 = $0.061 
+ $0.250 

$0.31 1 

56.37% x $0.311 = $0.176 

1.348 x $0.176 = $0.237 

= $0.237 

11 
21 
31 
41 
51 

61 

71 

81 

91 

10, 

Sources 
11: Docket No. R97-1, LR-H-167 (Transaction Time Study), Table 3.1, page 160, "accept: 
21: (1) 160. 
31: Attachment C. page 4, line (6). 
41: Row (3) 160. 
51: (2) x (4). 
6:1 Docket No. R2005-1 , USPS-LR-K-5, Workpapers 6. Worksheet 3.2.1 

(break time, clocking in and out, moving equip.). 
71: Docket No. R2005-1, USPS-LR-K-5, Workpapers B. Worksheet 3.2.1. 
81: Docket No. R2005-1, USPS-LR-Kd. Workpaper B. Worksheet 3.2.1. 
91: Docket No. R2005-1, USPS-LR-K-52 
lo/: Product from (9). 
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Intra-BMC Bulk AcceptanceNerification Cost Methodology 

Docket No. MC2003-2 Unit Cost Estimate 
TY 2003 Window Service Wage Rate 
TY 2006 Window Service Wage Rate 
Cost Escalation Factor 
N 2006 Unit Cost Estimate 

Sources 
11: 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) I ( 2 )  

11 $0.014 
21 $32.306 
31 $36.344 
4/ 1.125 
5/ $0.016 
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RBMC Machinable Intra-BMC mach ($0.532) 5a 
RBMC Nonmachinable Intra-BMC nmo ($1.134) 5b 
RBMC Oversize Intra-BMC over ($1.857) 5c 
RDU Machinable Intra-BMC mach ($1.306) 5d 
RDU Nonmachinable Intra-BMC nrno ($4.897) 5e 
RDU Oversue Intra-BMC over ($11 970) 5f 

Attachment C 
Page 1 of 15 

Mail Processing Cost Estimate Summary Page 

Estimated Mail Processing Costs 

I Modeled CRA Adjustment Factors Adjusted 
Costs ProDortional Fixed costs I 
FI M PI r41 

Intra-BMC Machinable $1.222 1.219 $0.120 $1.609 
Intra-BMC Non Machinable $4353 1.219 $0.120 $5.424 
Intra-BMC Oversize $10.588 1.21 9 $0.120 $1 3.022 
RBMC Machinable $0.785 1.21 9 $0.120 $1.077 
RBMC Nonmachinable $3.422 1.219 $0.120 $4.290 
RBMC Oversize $9.064 1.21 9 $0.120 $1 1.165 
RDU Machinable $0.1 50 1.219 $0.120 $0.303 
RDU Nonmachinable $0.334 1.219 $0.120 $0.527 
RDU Oversize $0.765 1.219 $0.120 $1.052 

Estimated Mail Processing Cost Differences 
IRate Category Benchmark Cost Difference 1 

Sources 
[ I ]  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 

[5). Difference between Cost Category and Benchmark 
[41 111 - 121 + 131 

[sa]: (4a)-(4d). 
[5b]: (4b)-(4e) 
[Sc]: (4C)-(4f) 
15dl: (4aH49) 
[5e]: (4b)-(4h). 

(4c)-(4i). 
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Anachment C 
Page 2 of 15 

Productivities and Variabilities for Direct Labor Operations 

Productivities 
UNLOADING 
Unload sacked machinable parcels to extended conveyor 
Unload machinable parcels l o  eaiended conveyor 
Unload non-machinable parcels 
Unload non-machinable parcels to IHC Only (proxy for sacks) 
Unload wheeled containers 
Unload PalletsPostal PaksiPalkt Box 

DUMPING & SACK HANDLING 
Dump Containers 
Sa& 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 Distnbution at SCFs 
Parcel Sort at A 0  

OTHER OPERATIONS 
Tend container loaderlsweep runouts 
Crossdock containers 
Sack and Tie 

LOADING 
Bedload NMOS lo  van from lHCs (proxy for machinables) 
Bedload Sacked Machinables 
Load wheeled containen 
Load PalletsPostal PaksiPallet Boxes 

Variabllitle?, 
BMC Platform 
BMC Other 
PSM 
SSM 
SPBS 
NMO Distribubon at BMCs 
Plafform Non-BMC 
NMO Distribution at Non-BMCs 
LDC43 

11. Docket No. R97-1. LR-H-132, page 329. 
U: Proxy based on Planning Guidelines (PGLs) 
3: GFY 2003 PlMS 
41: National Database. PlRS average 1995.20M). 
51: National Database. PlRS FY93. (pure keying. no prebarcode). 
6t Docket No. R2W5-1. USPS-LR-K-56 

(Units per Wkhr) 
213.2 11 
709.8 
183.9 
175.6 
23.7 
14.0 

7.6 
85.4 
119.8 
419.7 

897.4 
2005.2 
1474.7 
971.1 

82.7 
452.6 
521.7 

6.4 
8.0 

148.1 

201.3 
208.1 
11.9 
15.3 

0.83 
0.83 
0.83 
0.83 
0.83 
0.83 
0.83 
0.78 
0 83 

71 Docket No R2005.1. USPS-T-11. Table 1 
81 Docket No RZWl-1. LR-J-64. Anachment D. page 2 (sortmg Mgrt to carner-mute) 

11 
11 
11 
II 
11 

11 
11 
21 
3/ 

31 
31 
41 
5/ 

3/ 
6/ 
8/ 

1/ 
11 
I/ 

11 
11 
11 
11 

71 
71 
71 
71 
71 
71 
71 
71 
71 
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Anachment C 
Page 3 of 15 

Arrival and Dispatch Profiles 

Mall Flow Arrival Profile a1 Originating BMCs 
Machinable Parcels Arriving in Bedloaded Sacks at BMC 
Machinable Parcels Arriving Bedloaded at BMC 
Machinable Parcels Arriving sacked in OTRS at BMC 
Machinable Parcels Aniving loose in OTRS at BMC 
Machinable Parcels Arriving Palletized at BMC 
Machinable Parcels ArrNmg in Pallet Boxes at BMC 
Machinable Parcels Ariving in HampenlAPCIOWC (OWC) at BMC 

Non-Machinable Parcels Arriving Bedloaded at BMC 
Non-Machinable Parcels Arriving Palktized at BMC 
Non-Machmable Parcels Arriving in OTR Containen at BMC 
Non-Machinable Parcels Arriving in HamperslAPCIOWC (OWC) at BMC 

Mall Flow Arrival Profile from Origin BMCs to Destlnatlon BMCr 
Machinable Parcels Amving in Postal Paks at Destination BMC (from Origin BMC) 
NMOS Amving Palletzed at Destination BMC (from Origin BMC) 

Mail Flow Arrival at Destlnating BMCs for DBMC parcels 
Machinable Partel Arriving Bedloaded at DBMC 
Machrnabk Parcels Amvrng on Palkts at DBMC 
Machinable Parcels Arming in OTRs at BMC 
Machinable Parcels Amving in Gaylords at DBMC 
Machinable Parcels arnving in O W  at  DBMC 

Non-Machmabk Parcels Amving Bedloaded at DBMCs 
Non-Machinable Parcels Amving in Pallet Boxes at DBMC 
Nom-Machinable Parcels Arriving on Pallets at DBMC 

Mail Flow Dispatch Profiles From BMCs to Service Ama 
Machinabk Parcels Dispatched in Bedloaded Sacks to Service Area 
Machinable Parcels Dispatched loose in OTRs lo  Service Area 
Machinable Parcels Dispatched sacked in OTRs to Service Area 
Machinable Parcels Dispalched in HamperslAPCIOWC (OWC) to Servioe Area 

Non-Machinabk Parcels Dispatched Bedloaded to Service Area 
Non-Machinable Parcels Dispatched on P a l k k  to Service Area 
Non-Machinable Parcels Dispatched in OTRs to Service Area 
Non-Machinabk Parcels Dispatched in HampersiAPCIOWC (OWC) to Service Area 

Mail Flow Dispatch Pronler to Dellvey Unn 
Machinable Parcels Dispatched in Bedloaded Sacks 01 Delwery UnR 
Machinable Parcels Dispatched loose in Oms l o  Service Area lo  DelNery Unk 
Machinable Parcels Dispatched in OWC to Delivery Unil 

Non-Machinable Parcels Dispatched Bedloaded to Delivery Unn 
Non-Machinable Parcels Dispatched in OTRs to Delivery UnR 
Non-Machinable Parcels Dispatched in HampenlAPCIOWC (OWC) lo  Delivery Unk 

Sources 

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% 

~~ 

i f  D w e l  No R97.I USPS LR-H-131. Table 1 Assume 61 6 of bedloaded IS loose a M  38.4 is sacked. 

U Assumpbons mal 100 perem d pamls wing horn BMC ID BMC will te In Postal Paks. 
31. Unload Profik and x of handlirqr are hcm Docket NO R97-1 USPS-LR-H-131. Table 2. 
41 Dcdet NO R97-1 USPS LR-H-132. Attachment 1, page 274. 
51. Dodiet No R97-1 USPS LR-H-132. Altachmenl3. paw 278. 
61 Assume same as dispatch proflie as BMC. but sacks in OTRs pet bedloaded 
71 Use Dispatch proflie of rnachinables as a proxy, use bedloaded sacks fw bedbaded NMOS 

Assume 81 6 percenl of mail In OTRs 1s lwre and 18 4 percent 16 sacked (Docket No. R97-1, LR-H-132. page 277). 

t /  
11 
11 
11 
1/ 
1/ 
11 

11 
1/ 
11 
11 

2/ 
2/ 

31 
31 
31 
31 
31 

31 
31 
3 

41 
41 
41 
41 

51 
51 
51 
51 

61 
61 
61 

71 
71 
71 
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Piggyback Factors, Wages, Mail Flow Operating Assumptions 

wage Rate with Premium Pay Factor Applied 
Premium Pay Factor 
TY Other mall processing wage rata 

Window Service Adjustment Facto1 
Window SeMce Base year wage rate 
Window S e ~ c e  Test year wage rate 

Mall Processing Operation Specmc Piggyback Facton 
NMO Sorting at BMC 
Other Operations at BMCr 
Platform BMC 
Primary Parcel Sorting Machine 
Secondary Parcel Sorting Machine 
Sack Sorting Machine - BMC 
NMO Sorting at SCF 
Pianom NDWBMC 
NonMODS Allied 
NonMODSMANP 

Window Sewice Piggyback factor (Pam1 Post) 

Mail Flow Operating Assumptions 
Percent with dired Vansportation io desbnabng delrvery unit tmm BMC 
Percent Sorted to SDigiIs by Primary Parcel Sorlmg Machine 
Deslinabng BMCr will feed barwded desbnahng mail unfiilered to secondary 
Probabilrty that mail fed direaty to nonspeufic semdary will recelve more than DM sort 
Probability that barcode on sewndary will not be readable 
Proportion of parcel singulators (SSIU) k i n g  at secondary 
Proportion sent from secondary lo pnmary due lo SSlU 

Probabillly of Inler-BMC parcel going to pnmafy psm at destination BMC 
Probability of Inter-BMC parcel k i n g  handled by SSlU in destination BMC 
Probability 01 Intra-BMC and DBMC parcels going 10 primary psrn (w get keyed) 
Probability of Intra-BMC and DBMC on secondary psm 

Probability that NMOS will NOT be inducted on the conveyor system ((101 used for NMOS Over 10; 
Probability that NMOS will be NOT be moved using t w e y o r  (not used for palkts) 

Probability that PRS machmable mail pieces are processed on Ik PPSM 
Probability that PRS machinable mail pieces are processed on the SPSM 

SDurces 
11: (2) x (3) 
Z I  Docket NO R2005-1. USPS-LR-K-55 
31: Docket No R2005-1. USPS-LR-K.55 
41 (6) I (5) .  
51: Docket No R2005-1, USPSLR-K-55 
61: Dockel No R2005-1. USPSLR-K-55 
71: Docket No. RZW5-1. USPSLR-K-52 
81: Docket No R2005-1. USPSLR-K-52 
91: USPS LR-PCR4O. page 6 4  
101 Docket R2D01-1. USPS LR-JM. Anachment J, page 
111. Docket R2001-1. USPS LR-JM. Anachment J. page 
121: Assumption that mail going to secondary PSM will be 
131 ASsumption used by Operations. 
141 AssurnDtlon used bv ODerattons. 

$35.371 
0.989 

$35.772 

1.075 
33.804 
36.344 

1.571 
1.545 
1.622 
2.145 
5.391 
2.159 
1.419 
1.458 
1.738 
1.510 

1.348 

12.3% 
20.1% 
20.8% 
50.0% 
3.0% 

100.0% 
3.0% 

85.7% 
94.5% 

100.00% 
79.9% 

41.2% 
31.4% 

97.4% 
24.8% 

and scheme 2 

11 
21 
Y 

41 
51 
6/ 

71 
71 
71 
71 
71 
71 
71 
71 
71 
71 

81 

91 
lo /  
111 
121 
131 
141 
1 9  

16/ 
171 
181 
191 

2w 
2w 

211 
211 
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Other Inputs 

FY 2004 Volumes 
P*r+ontS NYO 

% msch X over machlnrble (non overstre) Ovenh.  Tom 
111 m PI I41 [51 PI . 

Inter-BMC 94.5% 0.063% 73527,919 4,217,546 48.858 17,894,322 
Intra-BMC 94.3% 0.099% 29.007.959 1.710.042 30.331 M.748.332 
DBMC 934% 0094% 81.164.769 5617.204 81.739 86,863.713 
DSCF 934% no%% 2.787.c1so 192,948 2.808 2.983.71 5 

Total 346.682.994 22.81 7.459 324.963 369,825,415 
DDU 934% 0094% 7 11,079,720 -171.335.334 

Calculation of Percent of Inter and Intra entered at  orisin A 0  
Percent 01 nnler.BMC mal IS retall 25 6% 11 
Percent of intra-BMC that IS retail 38.5% 21 

AveraQe Cubic Feet of Parcel Post 
PI 

Machinable 0 425 
Non-machinable 2 777 
Ovenue 7 938 

Docket RZOOl - 1 .  LR-J-64 Anachmenl A. page 6 

Column [I] Dockel R2001-1 LR Jb7  Anachment A page 6 Machinable volume I total volume 
Column [ 2 ]  Dockel Wool-1 LR-Jb7 Anachmenl A page 6 Nonmachvrable volume I total nonmachinabk volume 
Column 131 Column 111. wlumn [6] 
Column [4) Column 16) - wlumn [3]. wlumn 151 
Column 151 Column 121 * wlumn [61 
Column 161 GFY2OM RPW volumes 
Column p) Dodel No R2005-1 USPSLR-K4? 
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Conversion Factor Calculatlonr 

Oubld. Mm I~ld. Dbn E(hctke aF-cnV .t 
Per Conh1n.r Per ConCI1w.r Cubic F A  P a w l  CmpcRy Avenge Fullnn. *".W.W 

(Inch..) (Insha) P U  ConblWr (.of P.rUk) g of P.ruk) X F U U  
conuinerryp [lj m m M Isl m 

Pa113 48x40148 18~40148 53 3 125 6 lo6 8 85% 
Penal Pak 48X40r69 46 5x36 5x69 71 5 153 1 130 1 85% 
Pallet sax 48~40x69 46 5x38 5x69 71 5 153 1 in 7 88% 
PSllR BOX Ifor spa-) 48140x70 46 5x38 5x70 71 5 153 1 114 8 75% 
Sacks on In-house Contuner 65x41 5136 65r41 5x36 562 120 3 102 3 85% 
NMOS 
Pallet 48x40~48 4 8 ~ 4 0 1 4 8  53 3 19 2 19 2 1WU 
Pallel BOX 48x40~69 46 5x38 5x69 71 5 23 4 19 9 85% 
IlLhouY Container 65x41 5x36 65x41 5x36 562 18 4 15 6 85% 
O v e n t u  NMOS 
108' 130. on PalM 48I40x16 48xkGX48 53 3 6 7  6 7  100% 
108' 130'm IHC 65x41 5x36 65.41 5x36 562 6 4  6 4  100% 

Machinable 

Y.chb.bl. NonmachlnatA 108--130- 
PI.S.. P.. RZWO-1 IFYO81 RZOO5.1 IFYO41 W O W 4  IFYSI) R Z O O M  IWMi WW6.( IFYMI 

[lm 1111 
N I  N. 5acl 5 1  7 0  N. 

Sad in OTR 81 8 1120 w. w. w. 
OTR 69 0 9 4 5  27 1 19 5 6 8  
APC 35 7 48 8 14 0 10 1 3 5  
HPmPr 23 0 31 5 B O  6 5  2 3  

CO"tr,"., m-m 
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Intra-BMC Machinable Mall Processtng Cost M o d e l  

MOM Containem 10 D d  

Ongin SCF 
Unload Contained 
CmsrdccA mtainerr 
Bedload Sacks 
Bedload loose 
Load Sacks In OTRs 
Load Loose 8" OTRI 
Load PalietS 
Load Pallet Boxer 
Load oms 
Dertlnabon BMC 
Unload Bedload Sack 
Unbad Bedload Lmse 
Unload Sscks 8" OTR 
Unload lmse OTR 
Unload Pallsf 
Unload Pallet Boxes 
Unload Other Weeled Com 
Dump OTR d sacks 
Dump OTR of Imse 
Dump Pallet 
Dump Pallet Boxer 
Dump Omer Wheeled Con1 
sack soner 
sack s h a k e w  
PPSM 
SPSM 
Sweeo Runouts OTR 
Sack and Tie 
Bedload Sacks 
Load OTRr wl sacks 
Load OTRr wi 100% 
Loa0 HamperdOWt 
Destination SCF 
Unload Bedload Sacks 
Unload Sacks m OTR 
UniOad Lmre m OTR 
Unload O K  
CmiSdccA IHC (Bedload S u *  
CmSsdccA Sacks In OTR 
C m s d a k  Iwse In OTR 
CmssdDcL O W  
Bedload Sacks 
Load OTRr wl loose 
Load H a m p w O W  
DesbnsUon DeIwery Udl 
Unload Bedload Sacks 
Unload lmre ~n OTR 
Unload OWC 
Dump Sacks 
Move Containsrr fmm D-xk 

Load Contamerr 

. ... 
10.018 
10.050 
10.303 
10.038 
10.191 
10.002 
10.018 
IO.OOI( 
W.023 
10.001 
10.0w 
10 026 
30.629 
10.002 
10.006 
1 0 . w 2  
10.013 
10.001 
10.000 
10.014 
10.007 
w.039 
10.w1 
10.000 
10.042 
50.001 
10.015 
10.085 
10.076 
10.066 
10.099 
10.009 
10.001 
10.031 
10,016 
50.541 
10.009 
10.000 
10.012 
10.006 
10 013 
10.001 
10.036 
10.018 
10 008 
10.024 
10,012 
SP.I(I1 
10.011 
10.014 
10 007 
10.016 
10  030 

Son Parcels ?WOO 5217 1 0  1510 10102 10102 

]Mob1 Con 11222 1 

0 3849 
0 3849 

10000 
10000 
0 0434 
0 06% 
01152 
0 5108 
0 0160 
0 w 9 0  
0 2360 

0 0434 
0 0696 
0 1152 
0 5108 
0 0160 
0 w90 
0 2360 
0 1152 
05108 
0 0160 
0 0090 
0 23M) 
0 1586 
0 1586 
1 woo 
0 7991 
0 7327 
0 2673 
0 2384 
0 0289 
0 6025 
0 1302 

o 2091 
0 0253 
0 5284 
01142 

0 0253 
0 5284 
0 1142 
0 2 3 4  
0 5284 
01142 

0 26?3 
0 6025 
0 1302 
0 2673 
1 oow 

o m 9 1  

32 1 
11 9 

8 0  
208 1 
201 3 
11 9 
11 9 
15 3 
15 3 
11 9 

213 2 
709 8 
23 7 
23 7 
14 0 
14  0 
23 7 
7 6  
7 6  
7 6  
7 6  
7 6  

419 7 
85 4 
891 4 

2005 2 
6 4  

148 1 
208 1 
11 9 
11 9 
11 9 

175 6 
2 3 7  
23 7 
23 7 
8 0  
8 0  
8 0  
8 0  

11 9 
11 9 

175 6 
23 7 
23 7 
119 8 
32 1 

m 8  i 

40 1 
40 1 

40 1 
7 0  
1 0  

1120  
945  
1c6 8 
134 7 
40 1 

7 0  
1 0  

1120 
9 4 5  
106 8 
1% 7 
40 1 
1120  
9 4 5  
106 8 
134 7 
40 1 
7 0  
7 0  
1 0  
1 0  

9 4 5  
1 0  
7 0  

112 0 
9 4 5  
40 1 

7 0  
1120 
945  
40 1 
102 3 
112 0 
945  
40 1 
7 0  
945 
40 1 

7 0  
9 4 5  
40 1 
7 0  

640 

1738 
1738  

1738 
1458 
1458 
1458 
1458 
1458 
1458 
1458 

1622 
1622 
1 622 
1622 
1622 
1 622 
1622 
1545 
1545 
1545 
1545 
1545 
2 159 
1 5 4 5  
2 145 
5 391 
1545 
1545 
1622 
1622 
1 622 
1622 

1458 
1458 
1458 
1458 
1458 
1458 
1458 
1458 
1458 
1458 
1 458 

1458 
1458 
1458 
1458 
r 738 

10.048 
10.129 

10.038 
10.191 
10.035 
10.256 
10.039 
W.M6 
10.032 
10.025 
10.108 

10.038 
10,081 
$0.022 
10.026 
10.038 
10.030 
$0.060 
$O.Ca 
10.076 
10~067 
10.053 
10.179 
10.026 
10 091 
10.085 
10 095 
10 090 
10.369 
$0.039 
10 043 
10 051 
10.121 

so 042 
SO 019 
10.023 
10.054 
10 063 
10.057 
SO 068 
10,160 
10 035 
$0.046 
SO 108 

10 M2 
10 023 
10  054 
10 062 
SO 030 
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Intra-BMC Non-machinable Mail Processing Cost Model 

I11 I21 PI 141 Isl PI 
I handlings unltsmr mnvenion piggybab; 1 per oper. $ per tadli 

Origin AO' 10.550 
Move Containers lo Dock 
Load Containers 
Orlgln SCF 
Unload Containers' 
crossdock wntainers 
Bedload NMOs 
Load NMOs in OTRs 
Load NMOs In OWCS 
Load NMOs on Pallets 
Oesbnation BMC 
Unload Bedloaded NMOS 
Unload NMOS in OTRs 
unload NMOS In OWC 
Unload NMOS O n  Pallets 
MOM IHCs (from bedload) 
Move OTRs 
Move OWC 
MOM Pallets 
D Pnmary NMO Sort 
Move lHCs 
Move OTRs 
Move OWC 
MOM Pallets 
Bedload from IHC 
Load NMOs in OTRs 
Load NMOs In OWC 
l o a d  NMOS on Pawl 
Destination SCF 
unload Bedioad 10 IHC 
Unload GTRr 
Unload OWC 
Unload PalIet 
Move IHC 
Move GTRs 
Move OWC 
Move Palkl 
Manual Son 
Move IHC 
Move OTRs 
MOM O W  
Bedload NMOs 
Load OTRs wI loose 
Load HamperdOWC 
Destination Dellvery Unn 
Unload Bedload NMOs 
Unload loose In OTR 
Unload OWC 
Move Containers from Dock 

0.3849 
0.3849 

1 .oooo 
1 .ooOo 
0.0400 
0.7250 
0.2220 
0.0130 

0.0400 
0.7250 
0.2220 
0.0130 
0.0165 
0.2988 
0.0915 
0.0054 
1 .oooo 
0.0405 
0.1681 
0.0078 
0.3098 
0 1291 
0 5363 
0.0248 
0.3098 

0 1291 
0 5363 
0.0248 
0 3098 
0 1291 
0.5363 
0.0248 
0.3098 
1.0000 
0~2673 
0 6025 
0.1302 
0.2673 
0~6025 
0.1302 

02673 
0.6025 
0 1302 

32.1 
11.9 

8.0 
201.3 
11.9 
11.9 
15.3 

183.9 
23.7 
23.7 
14.0 
16.0 
16.0 
16.0 
16.0 
82.7 
16.0 
16.0 
18.0 
16.0 

201.3 
11.9 
11 8 
15.3 

175.6 
23.7 
23.7 
14.0 
16.0 
16.0 
16.0 
16.0 

452.6 
16.0 
16.0 
16.0 
201.3 
31.9 
11.9 

175.6 
23.7 
23.7 

1 M n n  

8.3 
8.3 

8.3 
1 .o 
19.5 
8.3 
19.2 

1 .o 
19.5 
8.3 
19.2 
15.6 
19.5 
8.3 
19.2 
1 .o 
184 
19.5 
8.3 
19.2 
1 0  
19.5 
8.3 
19.2 

1 0  
19 5 
8 3  
18 2 
15.6 
19.5 
8.3 
19.2 
1 0  
15 6 
19.5 
8.3 
1 0  
19.5 
8 3  

1 0  
18 5 
8 3  
13.1 

i 738 
1738 

1738 
1458 
1458 
1458 
1458 

1 622 
1622 
1 622 
1622 
1 545 
1545 
1545 
1545 
1571 
1545 
1545 
1545 
1545 
1622 
1622 
1622 
1622 

1458 
1458 
1458 
1458 
1458 
1458 
14% 
1458 
1419 
1458 
1458 
1458 
1458 
1458 
1458 

1458 
1458 
1458 

$0.232 
10.627 

10.170 
$0.927 
$0.256 
$0.223 
10.526 
$0.176 

$0.312 
$0.124 
$0.292 
10.214 
10.218 
10.175 
$0.412 
$0.177 
$0.672 
S0.185 
$0.175 
10.412 
$0.177 
$0.285 
$0.249 
10.585 
$O. lgS 

10.294 
10.112 
$0.263 
10 192 
$0.205 
10 165 
$0.389 
$0.167 
$0.111 
10.205 
$0.165 
10.388 
$0.256 
$0.225 
10.528 

$0.294 
10.112 
10.283 

.~ ~~ 

50.089 
10.241 
Sf.388 
10.170 
$0.927 
so.010 
10.162 
10.117 
10.w2 

$0.012 
$0.090 
10.065 
10.003 
50.004 
$0.052 
10.038 
$0.001 
10.672 
S0.007 
10.029 
$0.003 
10.055 
$0.037 
S0.133 
$0.015 
50.061 
10.828 
50.038 
$0.060 
$0.007 
10.059 
$0.027 
10.089 
10.010 
10.052 
10.111 
10.055 
$0.100 
$0.051 
10.068 
10.135 
10.068 
$0.429 
$0.078 
$0.067 

s t z n  

$0 034 _ _ _ _  32 1 1738 $0147 10147 
Son Parcels 10000 521 7 1 0  1510 $0102 $0102 

)Model Cost 14.353 J 

Column 111 Ahachment C. page 3 (anival and dispalch pmfues) 
Column 121: Attachment C. page 2 (unils per wohhour). 
Column 131: Attachment C. page 6 (mmnm tacton) 
Column 141 Anachmenl C. page 4 (piggytad factors). 
Column (51 (TY wage rate * wlumn 141) I (wlurnn PI &mn PD 
Column 161. (wlurnn [ I ]  ' column 151). 

' Number of Hanalmgr a i  Ongin A 0  from Anamment C. page 5. 
' Unload Containers cost at OSCF me6 the average wsl of unloading wnlainers a1 origin BMC as proxy 
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intra-BMC Non-machinable Oversize Mail Processing Cost Model 
Length plus GlRh Bahwen 708" and ?W 

b a a  Containen 
Ongln SCF 
umma containers' 
Crossdodr mntainen 
Bedloaa NMOs 
Load NMOS In OTRs 
Load NMOs In O K s  
Load NMOS on P a l k s  
Declination BMC 
Unlmd Bedloaded to IHC 
Unload NMOS m OTRs 
U n l ~ d  NMOS m OWC 
Unioad NMOS on Pallets 
Mwe IHC 
Move OTR 
Move OWC 
Move Pallel 
D Pnmary NMO Son 
Move IHC 
Move OTR 
Move OWC 
Move Pallel 
Beaload horn IHC 
.oaa NMOS In OTRr 
Load NMOs on Pallel 
Load N M ~ S  m o w  
DesUnatlon SCF 
uniwd Bedima to  IHC 
Unioaa OTRr 
Unload Palm1 
Unload O W  
Move IHC 
Move OTRS 
Move Pallet 
Mwe OWC 
Manual Son 
Move IHC 
Move OTRr 
M w e  OWC 
Bedload NMOs 
Load O T R s W  loose 
Load Hamprsh lWC 
os tmt ion  D ~ I I V . ~ ~  unn 
UnMad BedlW NMOs 
Unload lDose in OTR 
Unload O W  
Move Containers from Drr* 

0 3849 
0 3849 

1 OOW 
10000 
0 MOO 
0 7250 
0 2220 
0 0130 

0 MW 
0 7250 
0 2220 
00130 
0 MW 
0 7250 
0 2220 
0 0130 
1 oow 
0 0125 
0 2273 
0 06% 
0 0130 
0 1291 
0 5363 

0 0248 

0 1291 
0 5363 
0 3098 
0 0248 
0 1291 
0 5363 
0 3098 
0 0248 
1 OOW 
0 2673 
0 6025 
0 1302 
0 2673 
0 6025 
0 1302 

0 2673 
0 6025 
0 1302 
1 oow 

o 3098 

32 1 
11 9 

6 0  
201 3 
11 9 
11 9 
15 3 

175 6 
23 7 
23 7 
14 0 
16 0 
16 0 
16 0 
16 0 
62 7 
16 0 
16 0 
16 0 
16 0 

201 3 
11 9 
15 3 
11 9 

175 6 
23 7 
14 0 
23 7 
16 0 
16 0 
16 0 
16 0 

452 6 
16 0 
16 0 
16 0 

201 3 
11 9 
11 9 

175 6 
237 
2 3 7  
32 1 

2 9  
2 9  

2 9  
1 0  
6 8  
2 9  
6 7  

1 0  
6 8  
2 9  
6 7  
6 4  
6 8  
2 9  
6 7  
1 0  
6 4  
6 8  
2 9  
6 7  
1 0  
6 8  
6 7  
2 9  

1 0  
6 8  
6 7  
2 9  
6 4  
6 8  
6 7  
2 9  
1 0  
6 4  
6 8  
2 9  
1 0  
6 8  
2 9  

1 0  
6 8  
2 9  
4 7  

1738 
1738 

1738 
1458 
1458 
1458 
1458 

1622 
1 622 
1622 
1822 
1545 
1545 
1545 
1545 
1571 
1545 
1545 
1545 
1545 
1622 
1 622 
1622 
1622 

458 
458 
458 
458 
458 
458 
458 
458 
419 

1458 
1458 
1458 
1458 
1458 
1456 

1458 
1458 
1458 
I 7 3 8  

$0.662 
11.791 

10.464 
$2.650 
$0.255 
$0.638 
11.502 
$0.503 

10.327 
$0.355 
90.836 
$0.611 
$0.529 
10.5W 
11.178 
$0.507 
$0.672 
$0.529 
$0.500 
$1.178 
$0.507 
10.285 
10.711 
$0.559 
11.672 

$0.294 
$0.319 
$0.549 
10.751 
$0.499 
SO 472 
$0.478 
f1.111 
10.111 
10.499 
10.472 
$1.111 
$0.255 
50.638 
$1.502 

$0.294 
$0.319 
$0.751 
50 404 

10.255 
10.689 
11.926 
10.464 
12.650 
$0.010 
10.463 
$0.333 
10.007 
$2.629 
10.013 
10.257 
$0.185 
50.wb 
$0.021 
$0.363 
10.261 
10.007 
50.672 
10.007 
$0.114 
$0.082 
$0.007 
10.037 
$0.381 
$0.173 
$0.041 
12.213 
$0.038 
$0.171 
10.170 
10.019 
10.0m 
$0.253 
E0.148 
10.028 
$0.111 
10.133 
10.284 
$0.145 
$0.068 
$0.385 
$0.196 
$0.876 
$0.078 
$0.192 
50.098 

.. -. SD 404 
son Parcels 1 WOO 521 7 1 0  1510 10102 $0102 

p o d e l  Cost SiO.688 1 
Sourcer 
Column [ l ]  Attachment C WQe 3 lamvai md pmiies) 
CMumn I21 Attachment C DaQe 2 lunm per wwkhour) 
Column I31 Attachment C WQe 6 lumvemon tamn) 
Column 141 AtBchmenl C WQe 4 lpooyba& facmrs) 
Column 15) (TY wage rate ' miumn I4D I Im(m 121 - cdumn [3j) 
Column 161 (column 111 ' m u m n  [5J) 

' Number of Hanal8nps a1 Orgin A 0  tmm Attachment C paDe 5 
'Unload Contamers most at OSCF uses me average mst of vnload~np mntalners at ongm BMC as proxy 
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Attachment C 
Page 10 of 15 

RBMC Machinable Mail Processing Cost Model 

111 I21 131 141 151 161 
# handlings unitshr conversion piggyback $ per oper. $ per facility 

Oriain AO’ $0.177 - 
Move Containers to Dock 
Load Containers 
Origin SCF 
Unload Containers’ 
Crossdock containers 
Bedload Sacks 
Bedload loose 
Load Sacks in OTRs 
Load Loose in OTRs 
Load Pallets 
Load Pallet Boxes 
Load OWCs 
Destination BMC 
Unload Bedload Sack 
Unload Bedload Loose 
Unload Sacks in OTR 
Unload loose in OTR 
Unload Pallet 
Unload Pallet Boxes 
Unload Other Wheeled Cont 
Dump OTR of sacks 
Dump OTR of loose 
Dump Pallet 
Dump Pallet Boxes 
Dump Other Wheeled Cont 
Sack Sorter 
Sack shakeout 
PPSM 
SPSM 
Move Pallets 

10000 
10000 

10000 
10000 
0 0434 
0 0696 
0 1152 
0 5108 
0 0160 
0 0090 
0 2360 

0 0434 
0 0696 
0 1152 
0 5108 
0 0160 
0 0090 
0 2360 
0 1152 
0 5108 
0 0160 
0 0090 
0 2360 
0 1586 
0 1586 
0 9736 
0 2482 
1 0000 

32.1 
11.9 

8.0 
208.1 
201.3 
11.9 
11.9 
15.3 
15.3 
11.9 

213.2 
709.8 
23.7 
23.7 
14.0 
14.0 
23.7 
7.6 
7.6 
7.6 
7.6 
7.6 
419.7 
85.4 
897.4 
2005.2 
16.0 

40.1 
40.1 

40.1 
7.0 
1 

112.0 
94.5 
106.8 
134.7 
40.1 

7.0 
1 .o 
112.0 
94.5 
106.8 
1347 
40.1 
112.0 
94.5 
106.8 
1347 
40.1 
7.0 
7.0 
1 .o 
1 .o 
134.7 

1.738 
1.738 

1.738 
1.458 
1.458 
1.458 
1.458 
1.458 
1.458 
1.458 

1.622 
1.622 
1.622 
1.622 
1.622 
1.622 
1.622 
1.545 
1.545 
1.545 
1.545 
1.545 
2.159 
1.545 
2.145 
5.391 
1.545 

$0.048 $0.048 
$0.129 $0.129 

$0.303 
$0.038 $0.038 
$0.191 $0.191 
$0.035 $0.002 
$0.256 $0.018 
$0.039 $0.004 
$0.046 $0.023 
$0.032 $0.001 
$0.025 $0.000 
$0.108 $0.026 

$0.306 
$0.038 $0.002 
$0.081 $0.006 
$0.022 $0.002 
$0.026 $0.013 
$0.038 $0.001 
$0.030 $0.000 
$0.060 $0.014 
$0.064 $0.007 
$0.076 $0.039 
$0.067 $0.001 
$0.053 $0.000 
$0.179 $0.042 
$0.026 $0.004 
$0.091 $0.015 
$0.085 $0.082 
$0.095 $0.024 
$0.025 $0.025 

Load Pallet Boxes 1.0000 153 134 7 1.622 $0.028 $0.028 

)Model Cost $0.785 1 
Sources 
Column 111: 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 14): Attachment C, page 4 (piggyback factors). 
Column (51: (TY wage rate * column 141) /(column [2] * column 131). 
Column [6]: (column 111 * column 1%. 
‘Assumption that all RBMC will be entered at origin AO. 
Unload Containers cost at OSCF uses the average cost of unloading containers at origin BMC as proxy 
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Attachment C 
Page 1 1  Of 15 

RBMC Non-machinable Mail Processing Cost Model 

[?I [21 [31 141 [51 [El 
# handlings unitdhr conversion piggyback $ per oper. $ per facility 

Oriain AO’ $0.859 .. 
Move Containers to Dock 
Load Containers 
Origin SCF 
Unload Containers2 
Crossdock containers 
Bedload NMOS 
Load NMOs in OTRs 
Load NMOs in OWCs 
Load NMOS on Pallets 
Destination BMC 
Unload Bedloaded NMOs 
Unload NMOS in OTRs 
Unload NMOS in OWC 
Unload NMOs on Pallets 
Move IHCs (from bedload) 
Move OTRs 
Move OWC 
Move Pallets 
D Primary NMO Sort 
Move Pallets 

1 .oooo 
1.0000 

1 .oooo 
1.0000 
0.0400 
0.7250 
0.2220 
0.0130 

0.0400 
0.7250 
0.2220 
0.0130 
0.0165 
0.2988 
0.0915 
0.0054 
1 .oooo 
1 .oooo 

32.1 8.3 1.738 
11.9 8.3 1.738 

8.0 8.3 1.738 
201.3 1 .o 1.458 
11.9 19.5 1.458 
11.9 8.3 1.458 
15.3 19.2 1.458 

183.9 1 .o 1.622 
23.7 19.5 1.622 
23.7 8.3 1.622 
14.0 19.2 1.622 
16.0 15.6 1.545 
16.0 19.5 1.545 
16.0 8.3 1.545 
16.0 19.2 1.545 
82.7 1.0 1.571 
16.0 19.2 1.545 

$0.232 
$0.627 

$0.170 
$0.927 
$0.256 
$0.223 
$0.526 
$0.176 

$0.312 
$0.124 
$0.292 
$0.214 
$0.218 
$0.175 
$0.412 
$0.177 
$0.672 
$0.177 

$0.232 
$0.627 
$1.388 
$0.170 
$0.927 
$0.010 
$0.162 
$0.117 
$0.002 
$1.175 
$0.012 
$0.090 
$0.065 
$0.003 
$0.004 
$0.052 
$0.038 
$0.001 
$0.672 
$0.177 

Load NMOS on Pallet 0 3098 15 3 19 2 1 622 $0 196 $0 061 

]Model Cost $3.422 

Sources 
Column 111 Attachment C, page 3 ( a m 1  and dispatch profiles) 
Column 121 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] Cr, wage rate * column 141) / (column 121 * wlurnn (31) 
Column [6] (column 111 * column 151) 

Assumption that all RBMC will be entered at origin A 0  
Unload Containers cost at OSCF uses the average cost of unloading containers at ongin BMC as pruxy 

1 

2 
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Attachment C 
Page 12 of 15 

RBMC Non-machinable Oversize Mail Processing Cost Model 
Length plus Girth Between 1 0 8  and 1 3 0  

111 121 131 141 151 161 
# handlings unitslhr conversion piggyback $ per oper. $ per facility 

Origin AO' 
Move Containers to Dock 
Load Containers 
Origin SCF 
Unload Containers' 
Crossdock containers 
Bedload NMOs 
Load NMOs in OTRs 
Load NMOs in OWCs 
Load NMOs on Pallets 
Destination BMC 
Unload Bedloaded to IHC 
Unload NMOs in OTRs 
Unload NMOs in OWC 
Unload NMOs on Pallets 
Move IHC 
Move OTR 
Move OWC 
Move Pallet 
D Prrmary NMO Sort 
Move Pallet 
Load NMOs on Pallet 

1 0000 
10000 

10000 
10000 
0 0400 
0 7250 
0 2220 
0 0130 

0 0400 
0 7250 
0 2220 
0 0130 
0 0400 
0 7250 
0 2220 
0 0130 
10000 
10000 
1 0000 

32.1 2.9 
11.9 2.9 

8.0 2.9 
201.3 1.0 
11.9 6.8 
11.9 2.9 
15.3 6.7 

175.6 1.0 
23.7 6.8 
23.7 2.9 
14.0 6.7 
16.0 6.4 
16.0 6.8 
16.0 2.9 
16.0 6.7 
82.7 1.0 
16.0 8.0 
15.3 8.0 

1.738 
1.738 

1.738 
1.458 
1.458 
1.458 
1.458 

1.622 
1.622 
1.622 
1.622 
1.545 
1.545 
1.545 
1.545 
1.571 
1.545 
1.622 

$0.662 
$1.791 

$0.464 
$2.650 
$0.256 
$0.638 
$1 SO2 
$0.503 

$0.327 
$0.355 
$0.836 
$0.61 1 
$0.529 
$0.500 
$1.178 
$0.507 
$0.672 
$0.426 
$0.470 

$2.454 
$0.662 
$1.791 
$3.926 
$0.464 
$2.650 
$0.010 
$0.463 
$0.333 
$0.007 
$2.683 
$0.013 
$0.257 
$0.185 
$0.008 
$0.021 
$0.363 
$0.261 
$0.007 
$0.672 
$0.426 
$0.470 

podel Cost $9.064 I 
Sources 
Column [l]: Attachment C. page 3 (arrival and dispatch profiles). 
Column 121: Attachment C. page 2 (units per workhour). 
Column [3): Attachment C. page 6 (conversion factors). 
Column 141: Attachment C. page 4 (piggyback factors). 
Column [5]: (TY wage rate * column [4]) / (column [2] * column 131) 
Column IS]: (column [l] *column (51). 

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

Ill 121 I31 141 151 I61 . .  
# handlings un#s/hr conversion piggyback $ per oper. $ pe; facility 

Origin A 0  $0.150 
Sort by Shipper ID 1.0000 521.7 1 .o 1.510 $0.102 $0.102 
Move Containers to Dock 1.0000 32.1 40. I 1.738 $0.048 $0.048 
Load Containers 0.0000 11.9 40.1 1.738 $0.129 $0.000 

)Model Cost $0.150 I 
Sources 
Column 111: All RDU parcels will be sorted io shipper and moved to dock (USPS-T-1, Section VII). 
Column [2]: Attachment C. page 2 (units per workhour). 
Column 131: Attachment C. page 6 (conversion factors). 
Column [4]: Attachment C, page 4 (piggyback factors). 
Column [5]: (TY wage rate * column 141) / (column [Z] * column [3]). 
Column 161: (column [l] column (51). 
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Attachment C 
Page 14 of 15 

RDU Non-machinable Mail Processing Cost Model 

i l l  121 I31 141 [51 I61 .~ ~. 
# handlings unit& conversion piggyback $ per oper.  $ per facility 

Origin A 0  $0.334 
Sort by Shipper ID 1 .oooo 521.7 1 .o 1.510 $0.102 $0.102 
Move Containers to Dock 1 .oooo 32.1 0.3 1.730 $0.232 $0.232 
Load Containen 0.0000 11.9 8.3 1.738 $0.627 $0.000 

LModel Cost $0.334 1 
Column [I]: All RDU parcels will be sorted to shipper and moved to dock (USPS-T-1, Section VII) 
Column (21: Attachment C. page 2 (units per workhour). 
Column 131: Attachment C. page 6 (conversion factors). 
Column 141: Attachment C. page 4 (piggyback factors). 
Column 151: (TY wage rate * column [4]) / (column 12) * column [3]). 
Column 161. (column 111 * column [5]). 
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Attachment C 
Page 15 of 15 

RDU Oversize Mail Processing Cost Model 
Length plus Girth Between I O 8  and 130" 

[I1 I21 [31 I41 151 161 
# handlings unitshr conversion piggyback $ per oper. $ per facility 

Origin A 0  $0.765 
sort by Shipper ID 1 .oooo 521.7 1.0 1.510 $0.102 $0.102 
Move Containers to Dock 1 .oooo 32.1 2.9 I ,738 $0.662 $0.662 
Load Containers 0.0000 11.9 2.9 1.730 $1.791 $0.000 

p d e l  Cost $0.765 

Sources 
Column [l] 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 131. Attachment C, page 6 (conversion factors). 
Column [4]: Attachment C. page 4 (piggyback factors). 
Column IS]: (TY wage rate * column 141) / (column 12) column 131). 
Column 161. (column [I] * column (51). 
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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 6.7 
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 

Space Support Factor 1.354 1.354 1.354 
Cost of Space ($/sf) -Annual $23.660 $23.660 $23.660 
Cost per square foot - Daily (303 days) $0.078 $0.078 $0.078 
Cost per Container $1.041 $1.041 $1.041 
Cost per piece per day $0.008 $0.052 $0.155 
Storage Days Required 
RUkdC 1.834 1.834 1.834 

Space Variability 1.000 1.000 1.000 

11 
2/ 
31 
41 
51 
61 
7 
81 
9 

101 a ,.,,..- 
RDU 5 000 5 000 5000 111 

$0 014 $0 096 $0284 12/ 
$0 039 $0 262 $0775 1 3  

Cost by PRS Rate Category 
RBMC 
RDU 

Sources 
I/: Attachment C.  page 6 (Conversion factors). 
2/: Calculation using dimensions of containers 
3/: Docket No. MC2003-2, USPS-T-2. Attachment D. page 1 
4/: Variability assumption implicit in data filed in Docket No. R2001-1. 
5/. Docket No. R94-1, LR-G-120A. Schedule 5. page 1, line 39 and Schedule 4, page 1, line 44. 
6/. (3) x (4) x (5) 
71. (6) I 3 0 3  days. 
81: (2) x (7) 
91: (8)1(1) 
lo / :  August 2005 BMC PRS Survey 
1 I / :  Assumption from Product Definition (mailers must pick up RDU parcels every 5 days). 

13/: (9) x (11). 
1 z .  (9) x (10). 
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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 

RBMC - Machinable Intra-BMC ($2.212) 0.425 ($0.939) 
RBMC - Non-machinable intra-BMC ($2.212) 2.777 ($6.144) 
RBMC - Oversize Intra-BMC ($2.212) 7.938 ($1 7.560) 
RDU - Machinable Intra-BMC Local ($2.442) 0.425 ($1.037) 
RDU - Non-machinable Intra-BMC Local ($2.442) 2.777 ($6.784) 
RDU ~ Oversize Intra-BMC Local ($2.442) 7.938 ($19.387) 

[l] [t] [3] 

Sources 
111: Attachment E. page 2. 
i2j Attachment C. page 5 
PI [ T I  x 121 
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Intra-BMC 
Zone Local Intermediste Long Db tanw Total 
Local $1 232 51 211 NIA 52442 
1-2 $2 122 52 422 NIA 54 544 

Attachment E 
Page 2 01 2 

(Benchmark) RBMC (Intra-BYC) RDU (Intra-BMC) 
Zone L O C ~ I  Intermediate Long Dis tanu Total Lou1  I n t a d u t a  Long D is tanu Total 
Local $0 631 50.622 NIA $1.253 $0.000 $0.000 NIA SO.Oo0 
zone 1-2 51.088 51.244 NIA 12.332 50.000 $0.000 NIA $0.000 
3 $1 088 $1.244 NIA U.332 $0.000 50.m N/A $D.WO 
4 51 088 51.244 NIA $2.332 50.WO $0.000 NIA $0.000 
5 11.088 51.244 NIA $2.332 $0.000 S0.DDD NIA W.WO 
6 NIA NIA NIA NIA NIA NIA NIA NIA 
7 NIA NIA NIA NIA NIA NIA NIA NIA 
8 NIA NIA NIA NIA NIA NIA NIA NIA, 

- 

Transportation Cost Difference Estimates 

(Benchmark) RBMC (Intra-BMC) RDU (Intra-BMC) 

Local (SO 600) ($0 589) NIA ($1.189) (51.232) ($1.211) NIA ($2.442) 
1-2 (S1 035) ($1.178) NIA (52.212) ($2.122) ($2.422) NIA ($4.544) 
3 ($1.035) (51.178) NIA 62.212) 62.122) (52.422) NIA (14.544) 
4 ($1 035) (11.178) NIA (12.212) (52.122) ($2.422) NIA ($4.544) 
5 (51 035) (51.178) NIA ($2.212) ($2.122) ($2.422) N/A (14.544) 
6 NIA NIA NIA NIA NIA NIA NIA NIA 
7 NIA NIA NIA NIA NIA NIA NIA NIA 

Zone Local Intermediate Long Distance Total L o u 1  Intammdlata Long Dlstanw Total 

8 NIA NIA NIA NIA NIA NIA NIA Nl\ 

Assumed Legs of Transportation 111 
Local Intermediate Long Dntanw 

tn t ra -B~C Hal  1951 1947 0 W0 
RBMC ilbj 1000 1 000 0 000 
RDU [ l C ]  0000 0 DDO 0 000 

12 122 52 422 NIA 54.544 I .~ 
52.122 52 422 
$2 122 $2.422 

NIA NIA NIA NI 
7 NIA NIA NIA 
8 NIA NIA NIA 

[Z] Docket No R2005-1. USPS LR-K-89. Attachmenl 8, page 11 
131 Ratio of PSRS Rate Category transponatlon legs (IbBlc] to benchmark [ la] mukiplied by benchmark cost [2] 
141 PSRS transportation cost per cubic foot 131 minus benchmark transportation cost per wbtc loot [2] 
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Attachment F 
Page 1 of 1 

Scanning Cost Estimates 

Transaction Piggyback Cost per active Number of 
PRS Rate Category l i m e  (hours) Wage Rate Factor scan acffve scans Scan Cost 

RBMC . Machinable 0 OW7 $35.371 1.419 $0.034 0 $O.WO 
RBMC . Non-machinable 0.0007 $35.371 1.419 80.034 0 $O.ooO 
RBMC .Oversize 0 OW7 $35.371 1.419 50.034 D ~ . W O  
RDU .Machinable 0.0007 $35.371 1.419 $4.034 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 

[I] [zl [3] I41 t51 tq 

Sources 
111 Docket No R2WC-1. USPS-T-30. Section A, Data Sheet A-8 
[Zj. Anachmenf C. page 4 Premium Pay Adjusted Wage  rate^ 
131 Docket No R2005-1. USPS-LR-K-52 

(41 111 x 121 x (31 Follows methodology shown in Docket No. R2001-1 LR-J-135 
151 Assumption taken from USPS product description. 
161 I41 x PI 
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Attachment G 
Page 1 of 2 

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 Ratio 
Postage Due Cost (for all parcels) 

RDU 

Value 
6.016 11 
0.100 2/ 

$35.371 31 
1.330 41 
$4.717 51 

1.5% 6/ 
$0.070 71 

$0.000 81 

Sources 
l / .  Attachment H. page 4, column 7 
2/: (1) / 60 minutes. 
3/: Attachment C, page 4 
4/. Docket No. R2005-1. USPS-LR-K-53, piggyback for mods 18 BUSREPLY cost pool 
51. 
6/. Attachment G, page 2 
71: (5)x(6). 
8/ Assumed to be insignificant postage due costs since information from the scanned 

barcodes will generate a daily postage due manifest. 

(2) x (3) x (4). 
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Aftachment G 
Page 2 of 2 

Postage Due Sampling Ratio 

USPS Sample Size by Volume Range [ I ]  

Volume . -. -. . - 
Lower Bound Upper Bound Pieces 

1 19 All oiece! 
20 99 20 % of piece: 

100 199 15 % of piece: 
200 299 10% of pieces 
300 1,999 30 piece: 

2.000 3,999 40 piece? 
4,000 5.999 50 piece: 

i 6.000 7,999 60 piece! 
8.000 9,999 70 piece: 

i 10,000 99,999 100 piece! 
100,000 499,999 150 piece: i 500.000 UP 200 piece: 

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

BMC Pieces Sample Size Sampling Rati 

P I  I31 
Site A 
Site B 
Site C 
Site D 

2,500 40 1.6% 
3,200 40 1.3% 
1,100 30 2.7% 
2,200 40 1.8% 

Site E 4,400 50 1.1% 
Total 13,400 200 1.5% 

Sources 
111 SuoDlled bv the Business Mallets SuDport HQ division . ,  . .  
(21 Average relurns p e r  BMC per 5 4 a y  week 

Data collected by Marketing for existing customer 
Data was collected in the Fall of 2002 



Anachmenl H 
Page 1 of 5 

Postage Due 

USPS Relurn Technlclan A E! C D E F G H I J K 

Selecling Samples 15 15 50 30 3 7 1 2 2 30 10 

Matching Worksheel lo  Manilas1 80 120 100 120 - 95 45 25 105 165 55 . 

Locatlon A [l] 

Piewa 30 30 30 30 30 30 30 30 30 30 30 
Sel u p  25 15 15 15 6 15 15 20 20 20 15 

Welghmg I Recording Samples 35 10 15 30 18 60 33 20 67 25 25 

Vaiidsling Postage Slslemenl lo Manileal 
Trsnslerring Poslaga Sla lsmnl  lo  Post Omw 
Olher 135 
(explanslion) rneeling 

Post OHlce Tasks 
Permit Syslem Enlry 01 Poslags Due 5 5 5 5 I 5  10 - 5 5 15 15 

Sourcso 
111 through 141: Dsla colkxled direclly Ihrough W N S Y .  

151: Only includes VoIume when have enlsred d a b  



Attachment H 
Page 2 of 5 

Postage Due 

USPS Return Technlclan A B C D E 
Plr-s 30 30 30 30 30 

Locatlon B 121 
F G ti I 
30 30 30 30 __.. 

set up 2 2 5 2 3 2 2 2 2 
Selecting Samples 10 6 14 6 7 8 8 8 4 

Malching Worksheet to Manifest 25 21 30 22 27 25 28 25 18 
Validating Postage Statemenl to Manifest 5 4 9 6 8 5 6 5 4 
Transferring Postage Statement to Post Omm 5 5 5 6 5 5 36 5 4 

Weighing I Remrding Samples 20 35 9 21 20 30 20 28 16 

Other 
(explanation) 

Post Offlce Tasks 
Permit System Entry of Postage Due 5 8 7 15 15 t o  5 5 15 

111 through 141: Data collected dlrectly through I . ~. 
151: Only includes volume when he& entered d 
161: Sum of each row. 
VI: 161 /Is]. 



Attachment H 
Page 3 of 5 

Postage Due 
Location c [3]' 

USPS Return Technlclan A B C D E ti' I J 
Pieces 45 40 45 50 50 80 40 40 
sei up 5 10 15 5 20 5 I O  I O  
Selecting Samples 10 I O  10 15 i o  20 5 10 
Welghing I Recording Samples 35 30 30 30 25 120 35 30 
Matching Workaheel lo Manifest 30 30 30 30 30 30 30 30 
Validating Postage Statement to Manifest 
Transferring Poslage Slalemsnt lo  Posl ORim 
Olher I O  5 10 10 I O  
(explanallan) travel travel lravel lravel lravel 

Post Offlcs Tanks 
Permit Syslem Enlry of PoslsQe Due I O  10 15 10 30 

Sourcss 
[I] through 141. Data collected directly lhrough 1 
151: Only Includes volume when have entered d 
isj: sum Of each row. 
(71: (61 I is]. 



Attachment H 
Page 4 or 5 

Postage Due 
Locallon D [4] 

USPS Relurn Technician A E C 0 E F G H I J K L M 
Pieces 30 30 30 30 30 30 30 30 30 30 30 30 30 
set VD 55 35  25 25 30 30 21  29 30 31 30 20 30 
Selecling Samples 34 30 .. 31 4 5  25 34 .. 63 45 33 32 40 

Malchmg Worksheet lo  Manilsat 80 70 70 95 75 67 92 75 80 75 65 90 105 
Validating Poslags Slalemsnl l o  Mentlesl 30 40 35 35 35 18 38 50 20 20 20 35 32 
Transferring Pmlage  Stalement lo Po11 Omca 
Other 

Weighing I Recording Samples 38 28 35 E5 70 55 87 6 5  65 70 37 85 75 

(explanallon) 

P o d  Ofllce Tasks 
Permil Syslern Enlry 0 1  Poatags Due 

Sourses 
I t 1  through I41 Date collected directly through ! . .  . . .  
151' Only includes volume when have enlered d 
161: Sum or each row. 
171: 161 1151 

P 

W 
m 
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POSTAL RATE COMMISSION 

PARCEL RETURN SERVICE 
DOCKET NO. MC2006-1 

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

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

Were I 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 I to respond orally to the questions appearing in the interrogatories, my 
answers would be the same 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-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 8. If you are unable to provide the "second report," please explain why. 

) 

RESPONSE: 

The nexi 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 

OCNUSPS-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. 

i 

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 problems - 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. If 
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 
N/ith 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. If no problems were identified, please so state. 

b. 

c. 

d. 

e. 

1 

RESPONSE: 

a. Yes.  Detailed records were not maintained concerning these discussions, which 

involved information 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 process, including 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 

b .  
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

C. 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. 

I 

d. 

e. No. 



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

OCNUSPS-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 

tlqird-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 parcels destined to RDUs will the Postal 
Service need to either adjust operations and/or expand facilities to accommodate 
the PRS parcel storage? Please futly explain your response. 

b. 

c. 

d. 

RES PONS E 

a ?-his information has not been collected 1 

b 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 issue 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 

Iboard, mail processing operations andlor the requirements for frequency of pick 

{ups could be adjusted 

c.d. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-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 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-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 
available 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 all 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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RESPONSE OF THE UNITED STATES POSTAL SERVICE 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

' 1  
OCNUSPS-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 



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

1 )  

OCNUSPS-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 
conclusions 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 collect 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) Item A5. Process flows. 

Used to make adjustments to cost model as described in USPS-T-2, Section 111.8. 

Second Report: 

(1) Item A2. Total volume by BMC. 

Used to develop coverage factors and average storage days. 

) 

) 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 

TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(2) Item .43. 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 model as described in USPS-T-2. Section 111.8. 

(5) Item 81. Potential mail processing cost model adjustments. 

Used to make adjustments to cost model as described in USPS-T-2, Section 111.8. 

(6) Item 64. Productivity data. 

Updated productivity data were used as described in USPS-T-2, Section 111.8. Those 

data are identical to the data relied upon in Docket No. R2005-1. 

) 

’ (7) Item 85 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) Item 86. Travel time estimate. 

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. 

(9) Item 88. Estimated storage days. 

Used to develop average storage days. 

( I O )  Itein 610. Productivity data and space utilization. 

The daf.a 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) 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) Item A5. Process flows. 

Used to make adjustments to cost model as described in USPS-T-2, Section 111.8. 

1 

Witness Daniel (USPS-T-1) used the changes in the total volume by RDU and RBMC 

( A l )  over the course of the experiment, as well as more current volume information, as 

a factor !n  Section I l l  of her testimony forecasting volume for N06. 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 A l l ,  ”The number 

of shippers participating in Parcel Select PRS, broken down into shippers that 

participate solely in RBMC; solely in RDU; or participate in both” in Section I I  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. A I  - Volume by RDU and RBMC, by weight and zone 

Second Report: 

Item No. A I  - Volume by RDU and RBMC, by weight and zone 

Third Report: 

Item No. A1 - Volume by RDU and RBMC, by weight and zone 

1 

197 



198 

Illlllllli I 
, 

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

OCNUSPS-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. 

1 

RESPONSE: 

NECESSARY IF 
MAILED IN THE 
UNITED STATES - - - - 

I 

John Doe 
1258 Return Ln 
Bethesija MD 20817 

I PARCEL SELECT RETURN SERVICE I 
ABC RETURNS INC PERMIT NO. 77999 

I I I 

1 BMC ZIP - USPS PARCEL RETURN SVC AGENT 1 
PARCEL 
56999 

CLIENT b 
RETURN 

JAME 
SERVICE 

420 56999 9157 0268 3733 1000 0010 15 L 
Generic RBMC label 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

I 

I 

John Doe 
1258 Return Ln 
Bethesda MD 20817 

NO POSTAGE 
NECESSARY IF 
MAILED IN THE 
UNITED STATES 

PARCEL SELECT RETURN SERVICE I 
ARC RETURNS INC PERMIT NO. 77999 

BMC ZIP - USPS PARCEL RETURN SVC 

420 56999 9158 0268 3733 I000 0010 14 

AGENT I CLIENT NAME 
PARCEL RETURN SERVICE 

Generic RDU label 



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

Examples of common instructions include 
1 

“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. 

Drop your package in the US Mail. If not using this label, please resend your package 

back via insured mail.” 

‘Detach SmartLabel above and tape to package. Remove any previous shipping 

) labels 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-left 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 

delivey address and barcode without overlapping 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.” 

2 0 0  



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

OCAIUSPS-9. Please refer to the response to OCNUSPS-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: 

A I .  Volume by RDU and RBMC, by weight and zone (as possible). 

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 
namesllocations not required and data may be provided electronically in a PC- 
cornpatlble 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 participants 
retrieve the PRS mail pieces three or five days per week. 

As of September 30 2005, the Return Delivery Unit (RDU) service has been 
rolled out to 1,368 Delivery Units within 61 districts. On average, prel iminq 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 whetherthe 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 111.8. 
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REVISED RESPONSE OF THE UNITED STATES POSTAL SERVICE 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

A6. To the extent possible, RDU volume broken down between regular-sized and 
oversized parcels. 

1 

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 

AlO. The number of shippers participating in BPM PRS. 

2:ero 

A1 1. The number of shippers participating in Parcel 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. 

Bl .  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 modifications to the model filed in Docket No. MC2003-2, USPS- 
T-2, Attachment C. at pages 10-1 5 are described in Docket No. MC2006-1, 
IJSPS-T-2, Section 111.8. 
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REVISED RESPONSE OF THE UNITED STATES POSTAL SERVICE 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

82. Comment upon the accuracy of the percentage estimates provided in USPS- 
T-2, Attachment C, page 6, Le., that containers are as full as estimated, separately 
for RBMC and RDU activities. 

1 

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. 

83. 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 0. 

During limited sampling, there appeared to be some variation among the 
participants as to the number of machinable pieces per container. The range was 
from 50 pieces to I 10 pieces. 

The number of nonrnachinable /oversize pieces per NMO container was found to 
f,all behveen 20 pieces to 30 pieces. 

84. To the extent possible, review and comment upon whether the productivities 
in USP'S-Td, Attachment C, pages 2 and 3, continue to reflect best current 
estimates. 1 

The productivity data relied upon in the PRS cost model have been revised as 
described in Docket No. MC2006-1, USPS-T-2. Section 111.8. 

85. 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 
Ithose performed in the field. 

86. Review and comment upon the accuracy of the travel time estimate 
Incorporated into USPS-I-2, Attachment G, page 1, based upon a sample of 
actual travel times to shipper locations by Postal Service Return Technicians. 

As described in 85, the sampling methods currently being used reflect those 
performed in the field. Consequently, the travel time estimate is also reasonable. 

87. Review and comment upon the accuracy of the estimate for the average 
number of pieces per manifest in USPS-T-2, Attachment H. 

Due to the fact that only two Parcel Select customers are participating, this 
response is not provided. ! ~J 



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

68. 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 
MC2006-1, USPS-T-2, Section 1II.C. 

69. 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 problems had, for the most part, been successful. Over 
time, the occurrence of such adjustments appears to have decreased. 

BIO. Review and comment upon the accuracy of the following estimates used In 
USPS-T-2, Attachments C and 0. 

a. The estimated units per hour for sorting parcels to mailers for RBMC 
machinable returns (125.4 unitslhr), RBMC non-machinable returns (100 
unitslhr) and RBMC non-machinable oversize returns (100 unitslhr). 

Please see the response to 84. 

b. The estimated units per hour for sorting parcels to mailers for RDU 
machinable mail (460.6 unitslhr). 

Please see the response to 84 

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 estrmate has been revised as described in Docket No. 
MC2006-1, USPS-T-2, Section 1II.C. 

204 



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

OCNUSPS-10. Please refer to the responses to interrogatories OCNUSPS-7 and 
OCNUSPS-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. 
b. 

c. 
d. 

First Report, Items A2, A3. A4, and A5 (OCNUSPS-7) 
Second Report, Items A2, A3, A4, and A5; Items B1, 84, 85, B6, B8, and B10 

Third Report, Items A2. A3, A4, and A5 (OCNUSPS-7). 
Reports made in response to OCNUSPS-9, Items A l ,  A2, A3, A4, A5, A6, A7, 
A8, A9, A10, and A l l ;  B1. 82, 83, 84, 85, B6, 87, 68, B9, and 610. 

(OCA/USPS-7). 

RESPONSE: 

(a) FIRST DATA COLLECTION REPORT 

This information was reported on August 25, 2004 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 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 AS: In the response to A3. it was indicated that one mailer was 

retrieving PRS at 17 Bulk Mail Centers. That information was obtained from a marketing 

specialist who maintained regular email and phone contact with representatives of both 

participants. As indicated in the response to Item A5, an economist conducted field 

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), 

4/19/04. 4/20/04, 4/21/04, 4/22/04, 4/23/04, 4/30/04, 5/20/04, 611 7/04, 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. 

1 

. .  
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

( 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 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 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 operational 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 81: This response was based on the economist's field observations that are 

described above. 

Item 84: Please see the responses to Docket No. R2005-1. POlR 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 8 8 :  This response was based on the economist's field observations that are 

described above. 

Item B10: The response to part a was based on the updated PlMS data addressed in 

the response to 84. A response to part b was not provided, as neither mailer was using 

the RDU product. The response to part c was based on the economist's field 

observations that are described above 

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

1 1  

(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. 

Item 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. 

1 

(d) OCAIUSPS-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-functional group prior to filing. The following responses 

therefore specify positions with regard to data collection only. 

Items A I ,  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. 

Item A4: Please see the response to part (a). 

Item A5: Please see Docket No. MC2006-1, USPS-T-2, Section 111.8. 

Items A6, A7: Please see the response to part (a) concerning volume data ) .~ ,  

2 0 7  
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

I 
Item A8: As stated in the third data collection report, these data are not available. 

Item 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 A1 1: This information was obtained from the marketing specialist that coordinated 

PRS training efforts. 

Item B i :  Please see Docket No. MC2006-1, USPS-T-2, Section 111.6. 

Item 82: This response was based on the economist's field observations that are 

described above. 

Item 83: 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 NMOloversize containers 

were sampled. 

Item 84: 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 88: Please see the response to OCA/USPS-T2-9. 

Item E9: This response was based on the economist's field observations that are 

described above. 

Item BIO: For part a, please see Docket No. MC2006-1. USPS-T-2, Section 111.8. For 

part b, the estimate appeared reasonable based on the economist's delivery unit field 

observations described above. For part c. please see Docket No. MC2006-1, USPS-T- 

2, Section III.C. 

J 



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

REDIRECTED FROM WITNESS MILLER 

1 
OCNUSPS-T2-13. Please refer to your testimony Attachment 6. pages 2 and 3 of 4. 
You use a variability of 56.37% in calculating the WeighWRate and Acceptance retail 
transaction time, respectively, and cite for support Docket No. R2005-1. Does the 
variability 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. Please include a 
citation to the Commission's opinion or workpapers. 

RESPONSE: 

Please see the attached. 

2 0 9  



210 
SUPPLEMENTAL RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

REDIRECTED FROM WITNESS MILLER 

OCNUSPS-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 



. ,<C Version 
Attachment A 

Page 1 of t 

Summary of Estimated Cost Differences Compared to Benchmark 

Acceptance Mall Processing Storage Transportation Scanning Postage Due Total 
(11 121 131 141 [ 51 16) m 

RBMC 
Machinable ($0 033) ($0616) $0017 ($0.942) $0.000 $0.073 ($1.501) 
Non-machinable ($0 0331 ($1 2621 $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) 

Machlnable ( $ 0  033) ($1 467) $0 046 ($1 040) $0.077 $0.000 ($2.417) 
Non-machlnable ($0  033) ($5 5231 $0311 ($6.802) $0.077 $0.000 ($11.970) 
Oversize ($0 033) ($13 347) $0 922 ($1 9.440) $0,115 50.000 ($31.783) 

RDU 

Sources 
[ I 1  Attachment6 page 1. 
(21 Attachment C, pa& 1 
13) Attachment 0. page 1 
[4j Anachment E, page 1 
151 Attachment F. page 1. 
161 Attachment G. page 1 
[7] Sum of [ l ]  through [6]. 
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PRC Version 
Attachment B 

Page 1 of 4 

Acceptance Cost Difference Summary (per piece) 

Retail Cost Difference 
Unit Costs 

PRS $0231 l /  
Intra-BMC (retail) $0662 21 
Cost Difference ($0 431) 31 

Bulk Cost Difference 
Unit Costs 

PRS $0 231 41 
Intra-BMC (bulk) $0016 51 
Cost Difference $0215 6/ 

Weighted Average Cost Difference 

Distribution Cost Difference 
[I] 12) 

Entered at Window (Retail) 38.5% ($0.431) 2a 
Entered in Bulk (Non-retail) 61 5% $0215 2b 
Weighted Average Cost Difference per piece ($0.033) 2c 

Sources 
1/ Attachment B page 3 
21 Attachment B page 2 

4/ Attachment B page 3 
51 Attachment B page 4 
61 ( 4 l - ( 5 )  

[ l ]  Docket R2005-1, USPS-LR-K-E. page 6 
121 Estimated cost differences 

31 (11421 

PI (31 
PbJ (6) 
[2c] Estimated costs in [Za] and [Zb] weighted by percentages in [ l ]  
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PRC Version 
Attachment B 

Page 2 of 4 

Intra-BMC Retail Transactions 
Cost Per "WeighffRate" Transaction 

Transaction Time (in seconds) 
Transaction Time (in minutes) 
TY 06 Wage Rate (per hour) 
TY 06 Wage Rate (per minute) 
Direct Cost per transaction 

M i x .  Volume Variable Window Costs 

Waiting Time Adjustment 

Variability 

Piggyback Factor 

Cost per minute for Retail Transaction 

11.50% X $0.654 = 
+ 

20.40% X $0.654 = 
+ 

56.37% x $0.863 = 

1.361 x $0.486 = 

64.800 11  
1 .OB0 21 

$36.344 31 
$0.606 41 
$0.654 51 

$0.075 61 

$0.729 
$0.654 

$0.133 71 

$0.863 
m 

$0.486 81 

$0.662 9/ 

$0.662 IO/ 

Sources 
li Docket No R97-1. LR-H-167 (Transaction Time Study), Table 3.1. page 160. "weighthate" task 
21. ( l ) / 6 0  
31 Attachment C. page 4. line ( 6 )  
41. (31160 
51 ( 2 ) X  (4)  
6:i Docket No R2005-1. PRC-LR-3. file "CS03 - PRC.XLS". worksheet 3.2.1. cell F37 divided by cell E37 

(break lime, clocking in and out, moving equip ) 

71. Docket No R2005-1, PRC-LR-3, file 'CS03 - PRC.XLS". Worksheet 3.2.1, cell G37 divided by cell E37 
81 Docket No R2005-1, PRC-LR-3, file "CS03 - PRC.XLS". worksheet 3.2.1. cell N37 
91 Docket No R2005-1. PRC-LR-6. file "PIGTYO6NEWZ.XLS". worksheet "summary". cell C25 
101 Product from (9). 
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PRC Version 

Attachment B 
Page 3 of 4 

PRS Retail Transactions 
Cost Per "Acceptance" Transaction 

Transaction Time (in seconds) 
Transaction Time (in minutes) 
TY 06 Wage Rate (per hour) 
TY 06 Wage Rate (per minute) 
Direct Cost per transaction 

Misc. Volume Variable Window Costs 

Waiting Time Adjustment 

Variability 

Piggyback Factor 

Cost per minute for Retail Transaction 

22.650 
0.378 

$36.344 
$0.606 
$0.229 

11.50% x $0.229 = $0.026 
+ $0.229 

$0.255 

20.40% x $0.229 = $0.047 
+ $0.255 

$0.302 

56.37% x $0.302 = $0.170 

1.361 x $0.170 = $0.231 

= $0.231 

11 
21 
31 
41 
51 

61 

71 

81 

91 

101 

Sources 
l i  Docket No R97-1, LR-H-167 (Transaction Time Study), Table 3.1, page 160, "acceptance" task 
21 (l)/SO 
31 Attachment C. page 4, line (6) 
41 Row (3)160 
51 (2 )X  (4) 
6 i Docket No. R2005-1, PRC-LR-3. file "CS03 - PRC.XLS", worksheet 3.2.1, cell F37 divided by cell E37 

(break tlme. clocking in and out, moving equip ) 
7 /  Docket No. R2005-1. PRC-LR-3, file "CS03 . PRC.XLS", worksheet 3.2.1, cell G37 divided by cell E37 
81. Docket No. R2005-1, PRC-LR-3. file "CS03 - PRC.XLS", worksheet 3.2.1, cell N37 
91: Docket No. R2005-1, PRC-LR-6. file "PIGTY06NEWZ,XLS", worksheet "summary", cell C25 
1Oi Product from (9) 



Intra-BMC Bulk AcceptanceNerification Cost Methodology 

Docket No. HC2003-2 Unit Cost Estimate 
TY 2003 Window Service Wage Rate 
TY 2006 Window Service Wage Rate 
Cost Escalation Factor 
TY 2006 Unit Cost Estimate 

Sources 
11 Docket No MC2003-2. USPS-T-2. Attachment 6. page 4 
21 Docket No MC2003-2 USPS-T-2 Attachrnenl C page 4 

I/ $0 014 
21 $32 306 
31 $36 344 
41 1125 
51 $0 016 

I . .U Version 
Attachment B 

Page 4 of 4 

31 Docket No MC2006-1. USPS-T-2, Attachment C. page 4 
41 (3) / ( 2 )  
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PRC Version 

Attachment C 
Page 1 of 15 

t CRA AdJustment Factors Adjusted 
Costs Proportional Fixed costs 

Modeled 

P I  121 [31 141 
Intra-BMC Machinable $1.424 1.188 $0.133 $1.825 4a 
Intra-BMC Non Machinable $5.050 1.188 $0.133 $6.134 4b 
Intra-EMC Oversize $1 2.132 1.188 $0.133 $14.550 4c 
RBMC Machinable $0.905 1.188 $0.133 $1.209 4d 
REMC Nonrnachinable $3.988 1.188 $0.133 $4.872 4e 

$0.133 $12.525 4f 
RDU Machinable $0.189 1.188 $0.133 $0.358 4g 
RDU Nonrnachinable $0.402 1.188 $0.133 $0.611 4h 
RDU Oversize $0.901 1.188 $0.133 $1.204 41 

REMC Oversize $10.428 1.188 

,-, 
REMC Machinable Intra-BMC rnach ($0.616) 5a 
REMC Nonrnachinable Intra-BMC nrno ($1.262) 5b 
REMC Oversize Intra-BMC over ($2.025) 5c 
RDU Machinable Intra-BMC rnach ($1.467) 5d 
RDU Nonrnachinable Intra-EMC nmo ($5.523) 5e 
RDU Oversize Intra-BMC over ($13347) 5f 

Estimated Mail Processing Cost Differences 
Rate Category Benchmark Cost Difference 

IS1 I 
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Attachment C 
P a g e 2 o f 1 5  

Productivities and Variabilities for Direct Labor Operations 

UNLOADING 
Unload sacked machinable parcels to extended conveyor 
Unload machinable parcels to extended conveyor 
Unload non-machinable parcels 
Unload non-machinable parcels to IHC only (proxy for sacks) 
Unload wheeled wntainers 
Unload Pallets/PoStal PakslPallet Box 

DUMPING 8 SACK HANDLING 
Dump Containers 
Sack shake out 
Manually dump sacks at Non-BMC 
Sack soner (PIRS 98) 

PARCEL SORTING MACHINE DISTRIBUTION 
PPSM 
SPSM 
SPSM (Before the SSIU) 
100 percent Key Rate 

NONMACHINABLE OUTSIDES DISTRIBUTION 
NMO Distnbution 
NMO Dislnbutlon at SCFs 
Parcel Sort at A 0  

OTHER OPERATIONS 
l e n d  container loadeilsweeo runouts 
Crossoock container5 
Sach and Tie 

L 0 AD IN G 
Bedioad NMOS lo  van from IHCs (proxy for rnachlnables) 
Beaioad Sacked Machinables 
Load wheeled wntainers 
Load PallelslPoslal PakSIPallet Boxes 

Variabilities 
BMC Platform 
BMC Ofher 
PSM 
SSM 
SPBS 
NMO Distnhution at BMCs 
Planom Non-BMC 
NMO Distnbulion a1 Nan-BMCs 
LDC43 

Sources 
1: Docket NO R91-1, LR-H-132. page 329 
21 Proxy based on Planning Guidelines (PGLs) 
3' GFY 2003 PlMS 
41 National Database, PlRS average 1995 - 2000 
51. National Dalabase. PlRS -93, (pure keying. no prebarwde) 
6/ Docket No R2005-1, USPS-LR-K-56 
71 Docket No R2005-1, PRC-LR-9 

Productivities 
(Units per Wkhr) 

194.8 
648.5 
168.0 
160.5 
21.7 
12.8 

6.5 
72.3 
107.4 
348.3 

744.9 
1664.3 
1224.0 
806.0 

68.7 
356.7 
4441 

5.4 
7.3 

125 4 

183.9 
190.1 
10.8 
13.9 

0.91 
0.98 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
0.93 
0 99 
0.97 

11 
I /  
11 
I /  
l/ 
I /  

l/ 
11 
21 
31 

31 
31 
4/ 
51 

3/ 
61 
8/ 

1/ 
1/ 
1/ 

11 
11 
11 
11 

7/  
71 
71 
7/ 
7/ 
7/ 
71 
7/ 
7/ 

81 Dockel No R200t-1. LR-J-64 Anachmenl D. page 2 (sorting 5-dtgil lo  carrier-route) 
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Anachment C 
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Arrival and Dispatch Profiles 

Arrival and Disoatch 
Mail F ~ O W  Arrival Profile at Originating BMCs 
Machinable Parcels Arriving in Bedloaded Sacks at BMC 
Machinable Parcels Arriving Bedloaded at BMC 
Machinable Parcels Arrlvlng sacked in OTRs at BMC 
Machinable Parcels Arriving l w s e  in OTRs at BMC 
Machlnable Parcels Arriving Pallelized a1 BMC 
Machinable Parcels Aniving in Pallet Boxes at BMC 
Machinable Parcels Arnving in Hampers/APC/OWC (OWC) a1 BMC 

Non-Machinable Parcels Arriving Bedloaded at BMC 
Non-Machinable Parcels Aniving Palletized at BMC 
Non-Machinable Parcels Arnving In OTR Containers at BMC 
Non-Machinable Parcels Amving in Hampers1APClOWC (OWC) at BMC 

Mail Flow Arrival Profile horn Origin BMCs to Destination BMCs 
Machinable Parcels Arnving in Postal Paks at Destination BMC (from Origin BMC) 
NMOS Arnving Palletized at Destination BMC (from Origin BMC) 

Mail Flow Arrival al Desfinating BMCs for DBMC parcels 
Machinable Parcel Arriving Bedloaded at DBMC 
Machlnable Parcels Arnving on Pallets at DBMC 
Machlnable Parcels Arnving in OTRs at BMC 
Machinable Parcels Arriving in Gaylords at DBMC 
Machinable Parcels arnving in OWC at DBMC 

Non-Machinable Parcels Arnving Bedloaded at DBMCs 
Nan-Machinable Parcels Arnvrng m Pallet Boxes at DBMC 
Non~Machinable Parcels Arnving on Pallets at DBMC 

Mail Flow Dispatch Profries From BMCs lo Service Area 
Mactmable Parcels Dispatched In Bedloaded Sacks to Service Area 
Machlnable Parcels Dlspatched loose in OTRs lo Service Area 
Maininable Parcels Dlspatched sacked in OTRs lo SeMce Area 
Machinable Parcels Dispatched In Harnper,lAPCiOWC (OWCI to SeMce Area 

Non-Machinable Parcels Dtspatched Bedloaded lo SeMce Area 
Non-Machmable Parcels Dispatched on Pallets to Service Area 
Nan-Machinable Panels Dlspafched m DTRs to SeMce Area 
Non-Machinable Parcels Dispatched In HarnpedAPClOWC (OWC) 10 Sewice Area 

Mall Flow Dispatch Profifes to Delivery Unil 
Machtnable Parcels Dtspatched in Bedloaded Sacks 01 Delivery Unit 
Machinable Parcels Dtspatched loose In OTRs to Service Area to Delivery Unit 
Machinable Panels Dispatched in OWC to Delivery Unit 

Non-Machtnable Parcels Dispatched Bedloaded lo Oelivey Unit 
Nan-Machtnable Parcels Olspalched In OTRs Io Delivery Unit 
Nan-Machlnable Panels Dispatched in HarnpersiAPClOWC (OWCI to Delivery Unit 

Percentages 
4.3% 
7.0% 
11.5% 
5 1 . 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% 
0.1% 
0.8% 

23.8% 
60.3% 
2.9% 
13.0% 

12.9% 
31 .O% 
53.6% 
2.5% 

26.7% 
60.3% 
13.0% 

26.7% 
60.3% 
13.0% 

Sources 
1 :  Dockel No R97-1 USPS LR-H-131, Table 1 Assume 61 6 01 wdloaaed 15 lm5e and 38 4 IS sacked 

Assume 81 6 percent of mail tn OTRs 15 10058 and 18 4 wercent 85 sacked (Docket No R97-1. LR-H-132. page 277) 
'2 Assumpitons mat 1W perceol of p a m s  wrq horn EMC Io EMC will be In Postal Paks 
31 Unload Profile and a 01 handlings are from DOcket NO R97~1 USPS-LR-H-131, Table 2 
41 D x k e l  NO R97~1 USPS LRH-132. AnaChmen1 1 .  page 274 
Y Docket NO R97~1 USPS LRH-132. Anachmen13 page 278 
6 /  Assume same as dispatch profile as BMC. Dul sacks 8n OTRs gel bedloaded 
71 Use Dtspatch profile of machinables as a proxy use bedloaded S C ~ S  lor bedloaded NMOS 

11 
11 
11 
11 
11 
11 
11 

11 
11 
11 
11 

21 
21 

31 
31 
3/ 
31 
31 

31 
31 
31 

41 
41 
41 
4 

51 
51 
5/ 
51 

61 
61 
61 

71 
71 
71 



Piggyback Factors. Wages, Mall Flow Operating Assumptions 

Wags Rate w i t h  Premium Pay Facfor Appl ied 
Premium Pay Factor 
N Other mail process ing wage rate 

Window Service Adjustment  Fact01 
Window Service Base year wage rate 
Wlndow Service Test year wage rate 

Mail Process ing Operation Specific Piggyback Factors 
NMO Soiting at BMC 
Other Operations at BMCs 
Platform BMC 
Primary Parcel Sorting Machine 
Secondary Parcel Sofling Machine 
Sack Sorting Machine - BMC 
NMO Sorting at SCF 
P ia t fom Non-BMC 
NonMODS Allied 
NonMODSMANP 

Window Service Piggyback factor (Parcel Post) 

Mail F low Operating Assumpt ions 
Percent m t h  direct lransportabon 10 deslrnatlng delivery unit trom BMC 
Percent SOned to 5-Dtgits by Pnmary Parcel Sortlng Machine 
Desonabng BMCs m l i  feed barmded destlnabng mail unfiltered to sewndary 
Probability that mail led diiedty to nonspeufic sewndary wall recewe more than one sod 
ProbabiliV that ba rwde  on semndary will not be readable 
Propomon of parcel smgulators (SSIU! being at sewndary 
Proportion sent horn secondary to pnmary due to SSlU 

Probability of Inter-0MC parcel gmng to pnmary psm at destinat8on BMC 
PrDbabAty of Inter-BMC parcel bwng handled by SSIU !n deStinatiOn BMC 
Prohaoility 01 Intra-BMC and DBMC parcels gomg to pnmary psm lor get keyed! 
Probability 01 In t ra~BMC and DBMC on semndary pnm 

PrObahi18ty tnat NMOs will NOT be inducted on the mnveyar system (not used for NMOS over 101 
Probability !ha1 NMOs will he NOT be moved using f o w e y o i  Inn1 used lor pallets) 

Probability that PRS machinable mail pieces ate processed on the PPSM 
Probability that PRS machinable mail pieces are processed on the SPSM 

sQK€e.s 
11 i 2 ) r ( 3 !  
21 Docket NO R2005-1, USPS-LR-K-55 
31. Docket NO RZ005-1 USPS-LR-K-55 
41' ( 6 ) 1 ( 5 )  
51 Docket NO RZ005-1. USPS-LR-K-55 
61 Docket No RZ005-1, USPS-LR-K-55 
71 Docket NO R2005-1. PRC-LR-9 
81 Docket No R2005-1. PRC-LR-9 
91 USPS LR-PCR-40. page 64 
101 DocketR2001-1, USPS L R - J W A n a c h r n e m  J ,  page 1 1101 
11.' Docket RZOO1-1. USPS LR-J64.  Aflachrnenl J. paw 1 191 

$35.371 11 
0.989 21 

$35.772 31 

1.075 41 
33.804 51 
36.344 61 

1.633 71 
1.567 71 
1.664 71 
2.068 71 
4.923 71 
2.346 71 
1.359 71 
1.495 71 
1.839 71 
1.684 71 

1.129 81 

12.3% 91 
20.1% 101 
20.8% 111 
50.0% 121 
3.0% 131 

100.0% 141 
3.0% 151 

857% 161 
94.5% 171 

100.00% 181 
79 9% 191 

41.2% 201 
31 4% 201 

97.4% 211 
24.8% 211 

. ~. 
12! Assumpt~on that mall going to sewndary PSM wll be evenly split between scheme 1 and scheme 2 
131 Assurnp(ion used by Operations 
14! Assumption used by Opeot8ans 
151 (14) x (151 
161 [I - (12))  + (! 16) x ! 12)1+(1( 1 I - (1211 x [(ll~ i t  1)) I (16!)+((1 t ! x (12) x [( 1 ) .  (16))) 
171 112) f [ill! r (1311 + [l<12!1x[I111111 
181 1 +[1-(11!]'(16l 
19! 1 - ( l l !  
20i Docket RZ001-1, USPS LR-J64 Attachment J. page 1. [ I  l ]  
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Percents NMO 
% mach %over machinable (non oversize) Oversize Total 
[l] 121 [ 31 [a] 151 IS] 

Inter-BMC 94.5% 0.063% 73,627,919 4217.546 40.858 77,894,322 
Intra~BMC 94.3% 0 099% 29,007.959 1,710,042 30.331 30,748332 
DBMC 934Y:. 0.094% 81,164.769 5.617.204 81.739 86863.713 

91 4% 0 094% 2 787 960 192.948 2.808 2.983.715 

Other Inputs 

I 

FY 2004 Volumes 

Percents NMO 
% mach %over machinable (non oversize) Oversize Total 
[l] 121 [ 31 [a] 151 IS] 

Inter-BMC 94.5% 0.063% 73,627,919 4217.546 40.858 77,894,322 
Intra~BMC 94.3% 0 099% 29,007.959 1,710,042 30.331 30,748332 
DBMC 934Y:. 0.094% 81,164.769 5.617.204 81.739 86863.713 

93 4% 0 094% 2.787.960 192.948 2,808 2.983.715 VSCF 

lcla 5.16 6€'1991 22 8'7 459 324.963 369 825 416 
VC. -171.335.334 

Calculation of Percent of Inter and Intra entered at orialn A 0  
Percent of inter-BMC that 15 retail 25 6% I/ 
Percent of tnlra-BMC thal $5 retail 38 5% 2/ 

Averaae Cubic Feet of Parcel Post 
m 

Machinable 0 425 
Non-machinable 2 771 
0"WSlZe 7.938 

%!!.!Lw 
Horn ilt.2~ DocketR2001-1. L R - J M  AnachmentA.page6 

COIYT ( 1 ,  Dockel RZOOl-1 LR~J67  Anacnment A. page 6 Machinable volume I total volume 
Column 12, Dockel R2001-1 LR-Jd: Anachment A,  page 6 "anmachinable volume i total nonmachinable volume 
Column 13; Column 111. mlurnn (61 
Column ( 4 ;  Column 16; - mlumn (31. column (51 
Column 151 Column 121 ' mlumn 161 
Column 16,' GFY2004 RPW volumes 
Co' jrnn IT, h a e l  NO R2005~1. USPS-LR-Kd7 



2 2 1  
PRC Vernon 

Attachment C 
Page 6 Of 15 

Conversion Factor Calculations 

Ouulde Dim. Inside Dim. Eff.Rh. C.pa.sh a1 
Per Contalnw Per Container Cubls Fee1 Parcd Capaclly Avena. Fullness AwnOe 

(Inches) (Inches) Par Contalner (*Of P.rc.lS) (X Of P.rc.1.) X FULL 
Conlainer T y p  111 121 131 161 

Pallel 4 6 x 4 0 ~ 4 8  48x40146 53 3 125 8 106 8 85% 
Poslal Pak 48140x69 46 5~38.5~68 71.5 153 1 130 1 85% 
Pallet BOX 48~40x69 46 5~38.5~69 71.5 153.1 134.7 88% 
Pailel Box Ifor space1 4 8 x 4 0 I 7 0 46 5138 5x70 71 5 153.1 114.8 75% 

Pallet 48140148 48x40~48 53 3 19.2 19.2 1 W% 
Pallel BO1 48~40x69 46 5x30 S"69 71.5 23.4 19.9 85% 
In-houre Conla,Mr 65x41 5x36 65x41 5x36 562 18 4 15.6 85% 

108'-:30'0n Pallel 48~40x46 46140x46 53 3 6.1 8.7 0 3 %  
108'~130'1n IHC 65x41 5x36 65141.5~36 5 6 2  6.4 8 4  100% 

Machinable 

Sachs On ln.hoUse Canlalner 65x41 5x36 65x41 5x36 56 2 120.3 102.3 85% 
NMOS 

Overrlza NMOS 

- 
Machinable NOnNchlnable 108'-130- 

P185.5 Per R2000-1 IFY98) R2005-1 (FYO4) R2000-I lFY98) R2005-1 (FYM) R2005-1 (FY04) 

Sack ~n OTR 
OTR 

61 8 1120 rda 
69 0 84 5 21 1 

rda 
19.5 

nia 
6.6 

APC 35 7 46 8 14 0 10 1 3 5  

Cubic Feel Per Parcel Post No. of Sacks No of Sacks 
Machinabla NHO 108-.130- 0" IHC on POS(d1 Pak 

R20C5-1 I B Y 0 4 ,  L' 4 2 1  2 ??? 7 94 1461 18 59 
["I 1131 1 I 4  1 11- 16 - - 
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Intra-BMC Machinable Mail Processing Cost Model 

111 I21 131 141 151 161 
11 handlings unilsJhr COnverSIon piggyback $ per oper 5 per laclllly 

Orlain AO' 10.079 
~ 

Move Containers to Dock 
Load Containers 
Orlgln SCF 
Unload Containers' 
CrDSSdOCk conlalners 
Bedload Sacks 
Bedload loose 
Load Sacks in OTAr 
Load Loose ~n OTRs 
Load Pallets 
Load Pallel Boxes 
Load OWCs 
Dewnation BMC 
Unload Bedload Sack 
Unload Bedbad Loose 
Unload Sacks r OTR 
Unload loose in OTR 
Unload Pallet 
Unload Pallel Boxes 
Unload Other Wheeled Con1 
Dump OTR 01 Sacks 

Dump Pallet 
Dump Pallel Boxes 
Dump Other Wheeled Con1 
Sack Soner 
Sack shakeoul 
PPSM 
SPSM 
Sweep R U ~ O U I S  OTR 
sack an3 T , r  
Bedloal S a c i s  
Load D T R s n  sac15 
Loa3 OiRS w loose 
toad narnmrsowt 
Des11naI100 SCF 
Unload Bedlaad Sacks 
Unloa3 Sac%$ 8 0  OTR 
Unload loose m OTR 
Unload OWC 
C r O s S d O C I  IHC (Bedload Sack 
Crossdoch Sacks ~n OTR 
Crossdock loose ~n OTR 

Bedload Sacks 
Load OTRs 11 loose 
Load HampedOVVC 
Des1lnatlon Delivery Unft 
Unload Bedload Sacks 
Unload loose rn OTR 
Unload OWC 
Dum" Sacks 
Move  Conlainer; tiom Dac i  

~ u m p  n T R  01 I D D S ~  

CrOssdocI nwc 

0 3849 
0 3849 

10000 
10000 
0 0434 
0 06% 
0 1152 
05108 
00160 
0 w 9 0  
0 2360 

0 0434 
0 0696 
01152 
05108 
0 0160 
0 w90 
0 2360 
01152 
05108 
0 0160 
0 w90 
0 2360 
0 1586 
0 1586 
1 OOK 
0 7991 
0 7327 
0 2673 
0 2384 
0 0289 
0 602: 
0 1302 

02091 
0 0253 
0 5284 
0 1142 
02091 
0 0253 
0 5284 
0 1142 
0 2344 
0 5284 
01142 

0 2673 
0 6025 
0 1302 
0 2673 
1 OO"" 

29 3 
10 8 

7 3  
190 1 
1839 
10 8 
10 8 
1 3 9  
1 3 9  
1 0 8  

194 a 
648 5 
21 7 
21 7 
1 2 8  
1 2 8  
21 7 
6 5  
6 5  
6 5  
6 5  
6 5  

348 3 
72 3 
744 9 
t 6 M  7 

5 4  
125 4 
190 1 

108 

108 

I60  5 
21 7 
21 7 
21 7 
7 3  
7 3  
7 3  
7 3  

190 1 
10 8 
108 

160 5 
21 7 
21 7 
107 4 

29 3 

t o e  

40 1 
40 1 

40 1 
7 0  
1 0  

1120 
94 5 
106 8 
134 7 
40 1 

7 0  
1 0  

1120 
94 5 
106 8 
134 7 
40 1 
1120 
945 
106 8 
134 7 
40 1 
7 0  
7 0  
t o  
1 0  

9 4 5  
1 0  
10 

1120 
94 5 
40 1 

7 0  
1120 
94 5 
40 1 

102 3 
1120 
94 5 
40 1 

7 c  
94 5 
40 1 

7 0  
94 5 
4 r  1 

7 11 

64 li 
> n  

1639 
1839 

1839 
1495 
1495 
1495 
1495 
1495 
1495 
1495 

1664 
1664 
1664 
1664 
1664 
1664 
1 564 
1567 
1567 
1567 
1567 
1567 
2 346 
1 567 
2 068 
4 923 
1567 
1 5 6 '  
1664 
1664 
1663 
1664 

1495 
1495 
1 4 9 c  
149' 
1491  
1495 
1495 
1495 
149' 
149: 
1 .lY 

149' 
149' 
1 49s 
149' 
1 e34 

10 055 
$0 150 

SO 043 
IO 221 
$0 040 
50 287 
50 044 
$0 052 
$0 036 
so 028 
50 122 

$0 043 
IO 091 
50 024 
10 029 
IO 043 
so 034 
$0 068 
50 077 
$0 091 
10  080 
IO 064 
$0214 
$0 034 
$0110 
$0 098 
IO 105 
SO 108 
so 442 
$0 044 
SO 048 
SO 057 
SO 135 

SO 047 
so 022 
SO 026 
so 061 
SO 071 
so 064 
50 076 
so 180 
SO 040 
SO 052 
so 122 

SO 047 
$0 026 
$0 061 
I 0 0 7 0  
$0 035 

10.021 
$0.058 
10.346 
$0.043 
$0.221 
10.002 
$0 020 
50.005 
160.026 
$0 001 
%O.wO 
$0.029 
50.616 
50.002 
50.006 
10.003 
10.015 
$0.001 
$0.000 
10.016 
$0.009 
10.046 
IO.001 
so.001 

$0.005 
10.017 
50.098 
$0.084 
$0 079 
$0 118 
$0011 
so 001 
$0 035 
IO 018 
10.159 
50010 
so.001 
SO 014 
IO 007 
$0015 
so.002 
$0.040 
50.021 
so 009 
I 0  027 
SO 014 
10.224 
10013 
$0.016 
$0 008 
$0019 
SO 035 

so.050 

_""" 

50,- Parcels 10000 444 1 1684 SO 134 IO 134 

m a e l  cos1 $1 424 I 
sQx€Q2 
Column 11) 4ttacnmenl C page 3 lamval and dispatch profile6 
Column 121 Aflachmenl C page 2 (units p e r  workhow1 
Column 13) Allachmenl C page 6 iconvermn tactors~ 
Calumn 14) Allachmenl C Page 4 ipqgyback lactors 
Calumn 15) (TY wage rale ' column I411 I lcolumn I21 ' column 131) 
CO1"rn" [GI (Column 11) ' COlUm" I511 
' Number of HandI8ngs a i  Orlg~n A 0  from Attacnme?l t page 5 
' Unload Conmners cost at OsCF uses the average cost oi unioadlng conianers at or#g#n BMC as proxy 
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Intra-BMC Non-machinable Mail Processing Cost Model 

Ill [21 PI 141 [51 [El 
# handlings unitsihr wnvesion piggyback $ per oper $ per faullty 

50.385 
$0.103 

Origin AO' 
M O V ~  Containers 10 DO& 

Load Containers 
Origin SCF 
Unload Containers 
Crossdock Containers 
Bedload NMOS 
Load NMOs in OTRs 
Load NMOs in OWCs 
Load NMOS an Palie15 
Destination BMC 
Unload Bedloaded NMOs 
Unload NMOS m OTRs 
Unload NMOs in OWC 
Unload NMOS on Pallets 
Move IHCS ( t om bedload) 
Move OTRs 
Move OWC 
Move Pallets 
D Primav NMO Son 
Move IHCs 
Move OTRs 
Move OWC 
Move Pallets 
Bedlaad hom IHC 
Load NMOs in 3 T R s  
Load NMOs ~n OnC 
LDad NMOS on Pa le1 
Dar tma l i on  S C F  
Unload Bedload 10 I H i  
Unload OTRr 
Unload OW 
Unload Pallel 
Move IHC 
Move OTRs 
Move O h C  
MOVP Pallel 
Manual Son 
Move IHC 
Move OTRs 
Move OWC 
Bedload N M O S  
Load OTRs wl loose 
Load Hampers OWC 
Dssl lnat ion Delivery Unit 
Unload Bedload NMOS 
Unload I W S ~  ~n OTR 
Unload OWC 

0 3849 
0 3849 

1 oow 
10000  
0 0400 
0 7250 
0 2220 
00130  

0 0400 
0 7250 
0 2220 
00130  
0 0165 
0 2988 
0 0915 
0 0054 
10000  
0 0405 
0 1681 
0 0078 
0 3098 
0 1291 
0 5363 
0 0248 
0 3098 

0 1291 
0 5363 
0 0248 
0 3098 
0 1291 
0 5363 
0 0248 
0 3098 
10000 
02673  
0 6025 
0 1302 
0 2673 
0 6025 
0 1302 

0 2673 
0 6025 
0 1302 
1 nnon 

29 3 
10 8 

7 3  
183 9 
10  8 
10 8 
13 9 

168 0 
21  7 
21 7 
12 8 
14 7 
14 7 
14 7 
14 7 
68 7 
14 7 
14 7 
14 7 
14 7 

183 9 
10 8 
10 8 
13 9 

160 5 
21 7 
21 7 
12 8 
14 7 
14 ' 
14 7 
14 7 

356 7 
14 7 
14 7 
14 7 

183 9 
10 8 
10 8 

160 5 
21 7 
21 7 

8 3  
8 3  

8 3  
1 0  

1 9 5  
8 3  
1 9 2  

1 0  
19 5 
8 3  
19 2 
15 6 
1 9 5  
8 3  
19 2 
1 0  
1 8 4  
19 5 
8 3  
19 2 
1 0  
1 9 5  
8 3  
19 2 

1 0  
19 5 
8 3  
19 2 
1 5 6  
19 5 
8 3  
19 2 
1 0  
156 
1 9 5  
8 3  
1 0  

19 5 
8 3  

1 0  
19 5 
8 3  
13 1 

$ "  

1.839 
1.839 

1.839 
1.495 
1.495 
1.495 
1.495 

1.684 
1.664 
1.664 
1.664 
1.567 
1.567 
1.567 
1.567 
1 6 3 3  
1.567 
1.567 
1.567 
1.567 
1.664 
1 664 
1.664 
1 664 

1495  
1495  
1 4 9 5  
1495  
1495  
1495  
1 4 9 5  
1495  
1 3 5 9  
1495  
1 4 9 5  
1495  
1 4 9 5  
1495  
1495  

1495  
1 4 9 5  
1495  

$0.268 
$0.728 

$0.191 
$1.073 
$0.287 
$0.251 
$0 590 
$0 197 

$0.350 
$0.139 
$0.328 
$0.240 
$0.242 
$0.194 
$0.457 
$0.197 
$0.842 
10.206 
$0.194 
$0.457 
$0.197 
$0.320 
$0.279 
$0 657 
$0.220 

$0.329 
$0 125 
$0~295 
$0~216 
$0.231 
$0 185 
$0 436 
$0.188 
$0 135 
50.231 
$0.185 
$0.436 
$0.287 
$0 251 
$0.590 

$0 329 
$0.125 
$0 295 

$0.279 
11.591 
$0.191 
$1.073 
$0.01 1 
$0.182 
$0.131 
$0.003 
$1.519 
$0.014 
$0.101 
$0.073 
$0.003 
$0.004 
$0.058 
$0.042 
10.001 
$O.&Z2 
$0.008 
$0.033 
$0.w4 
$0.061 
$0.041 
$0.150 
$0.016 
$0.068 
$1.052 
$0.043 
$0.067 
$0.007 
$0.067 
$0.030 
$0.099 
$0.01 1 
$0.058 
$0.135 
s0.062 
$0.112 
$0.057 
$0.077 
$0.151 
$0.077 
$0.506 
50.088 
$0.075 
50.038 

... 29 3 1 8 3 9  $0170  $0170  
sari  Parcels 10000 4 4 4 1  1 6 8 4  $0134 $0 134 

IModel Cost 15.050 ] 
Column [ l ]  Anacnmenl C page 3 iarnval and dispa1ch ~ r o f i i e s l  
Column 121 Anacnmenl C page 2 (unlls per wohhour) 
Column (31 Anachmenl C page 6 (wnvenron lanors i  
Column 141 Anachment C Page 4 (piggybad lanorsl 
Column 151 (Ty wage rate ' Column 141) i (column (21 ' column 1311 
Column [6]  Imlumn [ I ]  ' column [5]1 

' Number of Handlings at Ongr A 0  ham Anachmenl C page 5 
'Unload Contajners cos1 a i  OSCF uses lhe average wsf 01 unlaadmg wnla8ners a1 o n g r  BMC as proxy 
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Intra-BMC Non-machinable Oversize Mall Processing Cost Model 
Length plus Glrth Between 108'and 130' 

I11 121 131 I41 151 161 
# handlings unilslhr wnversion pigqyback S per o w  $ per facillly 

Orlgln AD* $1.093 
Move containers io Dock 
Load containers 
Orlgln SCF 
Unload Containers' 
Crossdock containers 
Bedload NMOS 
Load NMOS In OTRs 
Load NMOs In OWCS 

Destination BMC 
Unload Bedloaoed Io  IHC 
Unload NMOS m OTRS 
Unload NMOs In OWC 
Unload NMOS on Pallel5 
Move IHC 
Move OTR 
Move OWC 
M O Y ~  Pallel 
D Pnmary NMO Sort 
Move IHC 
Move OTR 
Move OWC 
Move Pallet 
Bedload lrom IHC 
Load NMOS ~n OTRS 
Load NMOs on Pallet 
Load NMOS in OV!C 
De~dnatlon SCF 
Unload BWload Io IHC 
UnloaO OTRr 
unioaa pailel 
unioaa OVIC 
Move IHC 
Move OTRs 
Move Pallel 
Move OWC 
Manual Swl  
Move IHC 
Move OTRs 
Move OWC 
Bedioaa NMOS 
Load OTRs wl loose 
Load HamperSIOWC 
DesUnallon Delivery Unlt 
Unload Bedload NMOS 
Unload lwse fin OTR 
Unload OWC 
Move Conlainers trom DEL 

Load NMOS on Pallets 

0 3849 
0 3849 

1 ww 
1 oow 
0 0400 
0 7250 
0 2220 
0 0130 

0 0400 
0 7250 
0 2220 
00130 
0 0400 
0 7250 
0 2220 
00130 
1 oow 
0 0125 
0 2273 
0 0696 
00130 
0 1291 
0 5363 
0 3098 
0 0248 

0 1291 
0 5363 
0 xi98 
0 0248 
0 1291 
0 5363 
0 3098 
0 0248 
10000 
0 2673 
0 6025 
0 1302 
0 2673 
0 6025 
0 1302 

0 2673 
0 6025 
0 1302 
loo00 

29 3 
10 8 

7 3  
1839  
10 8 
10 8 
13 9 

160 5 
21 7 
21 7 
12 8 
14 7 
14 7 
14 7 
14 7 
68 7 
14 7 
14 7 
14 7 
14 7 
183 9 
10 8 
13 9 
10 8 

160 5 
21 7 
12 8 
21 7 
14 7 
14 7 
14 7 
14 7 

356 7 
14 7 
14 7 
14 7 

183 9 
10 8 
10 8 

160 5 
21 7 
21 7 
29 3 

2 9  
2 9  

2 9  
1 0  
6 8  
2 9  
6 7  

1 0  
6 8  
2 9  
6 7  
6 4  
6 8  
2 9  
6 7  
1 0  
6 4  
6 8  
2 9  
6 7  
1 0  
6 8  
6 1  
2 9  

I O  
6 8  
6 7  
2 9  
6 4  
6 8  
6 7  
2 9  
1 0  
6 4  
6 8  
2 9  
1 0  
6 8  
2 9  

1 0  
6 6  
2 0  
4 7  

1839 
1 839 

1839 
1495  
1495  
1495  
1495 

1 664 
1664 
1664 
1 664 
1567 
1567 
1567 
1567 
1633  
1567 
1567  
1567 
1567  
1864 
1 664 
1664 
1664 

1495 
1495 
1495 
1495 
1495 
1495 
I495 
1495 
1359  
I 4 9 5  
1495 
1 495 
I 4 9 5  
1495 
1495 

1495 
1495  
I 4 9 5  
1839  

$0 787 
$2 074 

$0 521 
$3 067 
$0 287 
50 718 
$1 686 
so 564 

$0 367 
so 399 
so 938 
$0 688 
$0 587 
so 556 
$1 307 
$0 563 
so 842 
$0 587 
$0 556 
$1 307 
so 563 
SO 320 
$0 796 
SO 628 
$1 877 

SO 329 
so 358 
SO 616 
$0 843 
$0 560 
$0 530 
so 537 
I1 247 
$0 135 
$0 560 
so 530 
S I  247 
$0 287 
$0 716 
$1 686 

SO 329 
so 358 
$0 843 
$0 468 

$0.295 
50.798 
S4.501 
$0.521 
$3 067 
$0.011 
$0.519 
SO 374 
50.w7 
$3.028 
50.015 
50.289 
$0.208 
so w 9  
$0.023 
$0 403 
s0.290 
$0.w7 
50.842 
$0.w7 
$0.126 
$0,091 
$0.007 
50.w1 
$0 428 
$0.195 
s0.047 
$2.494 
$0.043 
$0 192 
so 191 
$0 021 
$0 072 
$0.284 
$0 166 
$0 031 
$0 135 
$0 150 
$0 319 
$0 162 
$0 077 
$0.432 
$0 219 
$1.015 
$O.OBB 
$0.216 
SO.110 
SO 468 

Son Parcels loow 4 4 4 1  1 0  1684 $0134 $0134 

lklcdel Cost 112.132 

SQKGZ 
Column 111 Allacnmenl C page 3 larrival and diSMtCh profileii 
Column (21 Anachrnent C page 2 (unils per woI*hOu~l 
Column 131 Anachmenl C page 6 (conversion l a c l ~ s i  
Column (41 Anacnmenl C page 4 (piggyback laclops) 
Column (51 ITY wage (ale ' column (41) I lcoiumn 121 ' column 1311 
Column 161 lcolurnn Ill ' column 151) 

'Unload Contatneis cos1 at OSCF uses the average cos1 of unloading mnlaners at orlgln BMC as proxy 
Number of Handlings al Origin A 0  from Anachmenl C page 5 
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RBMC Machinable Mail Processing Cost Model 

111 PI [31 [41 [51 [el 
# handlings unitsihr conversion piggyback $ per oper $ per facility 

Oriain AO' - 
Move Containers to Dock 
Load Containers 
Origin SCF 
Unload Containers' 
Crossdock containers 
Bedload Sacks 
Bedload loose 
Load Sacks in OTRs 
Load Loose in OTRs 
Load Pallets 
Load Pallet Boxes 
Load OWCs 
Destination BMC 
Unload Bedload Sack 
Unload Bedload Loose 
Unload Sacks in OTR 
Unload loose in OTR 
Unload Pallet 
Unload Pallel Boxes 
Unload Other Wheeled Cont 
Dump OTR of sacks 
Dump OTR of loose 
Dump Pallel 
Dump Pallet Boxes 
Dump Other Wheeled Cont 
Sack Sorter 
Sack shakeoul 
PPSM 
SPSM 
Move Pallets 

1 .oooo 
1 .oooo 

1 .oooo 
1 .oooo 
0.0434 
0.0696 
0.1152 
0.5108 
0.0160 
0.0090 
0.2360 

0.0434 
0.0696 
0.1152 
0.5108 
0.0160 
0.0090 
0 2360 
0.1152 
0.5108 
0.0160 
0.0090 
0.2360 
0.1586 
0.1586 
0.9736 
0.2482 
1 .oooo 

29 3 
10 8 

7 3  
190 1 
183 9 
10 8 
10 8 
13 9 
13 9 
10 8 

194 8 
648 5 
21 7 
21 7 
12 8 
12 8 
21 7 
6 5  
6 5  
6 5  
6 5  
6 5  

348 3 
72 3 
744 9 
1664 3 

14 7 

40.1 
40.1 

40.1 
7.0 
1 

112.0 
94.5 
106.8 
134.7 
40.1 

7.0 
1 .o 

112.0 
94.5 
106.8 
1347 
40.1 
112.0 
94.5 
106.8 
134.7 
40.1 
7.0 
7.0 
1 .o 
1 .o 

134 7 

1.839 
1.839 

1.839 
1.495 
1.495 
1.495 
1.495 
1.495 
1.495 
1.495 

1.664 
1.664 
1.664 
1.664 
1.664 
1.664 
1.664 
1.567 
1.567 
1.567 
1.567 
1.567 
2.346 
1.567 
2.068 
4.923 
1.567 

$0.055 
$0.150 

$0.043 
$0.221 
$0.040 
$0.287 
$0.044 
$0.052 
$0.036 
$0.028 
$0.122 

$0.043 
$0.091 
$0.024 
$0.029 
$0.043 
$0.034 
$0.068 
$0.077 
$0.091 
$0.080 
$0.064 
$0.214 
$0.034 
$0.110 
$0.098 
$0.105 
$0.028 

$0.205 
$0.055 
$0.150 
$0.346 
$0.043 
$0.221 
$0.002 
$0.020 
$0.005 
$0.026 
$0.001 
$0.000 
$0.029 
$0.354 
$0.002 
$0.006 
$0.003 
$0.015 
$0.001 
$0.000 
$0.016 
$0.009 
$0.046 
$0.001 
$0.001 
$0.050 
50.005 
$0.01 7 
$0.096 
$0.026 
$0.028 

Load Pallet Boxes 1 .oooo 1 3 9  134.7 1.664 $0.031 $0.031 

)Model Cost $0.905 I 
Sources 
Column [ l ]  Attachmenl C, page 3 (arrival and dispatch profiles) 
Column [ 2 ]  Attachment C .  page 2 (units per workhour) 
Coiumn (31 Attachment C page 6 (conversm factors) 
Column [4] Attachment C, page 4 (piggyback factors) 
Column [S] (TY wage rate + column (41) /(column [2] * column (31) 
Column [6] (column [ l ]  * column 151) 

'Assumption that all RBMC will be entered at origtn A 0  
Unload Containers cost at OSCF uses the average cost of unloading containers at origin BMC as proxy 2 
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Attachment C 
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RBMC Non-machinable Mail Processing Cost Model 

[ A I  [21 PI [41 151 [61 .~ . .  . .  
# handlings unit& conversion piggyback $ per oper. $ per- facility 

Oriain AO' $0.994 - 
Move Containers to Dock 
Load Containers 
Origin SCF 
Unload Containers' 
Crossdock containers 
Bedload NMOs 
Load NMOS in OTRs 
Load NMOs in OWCs 
Load NMOs on Pallets 
Destination BMC 
Unload Bedloaded NMOs 
Unload NMOs in OTRs 
Unload NMOs in OWC 
Unload NMOs on Pallets 
Move IHCs (from bedload) 
Move OTRs 
Move OWC 
Move Pallets 
D Primary NMO Sort 
Move Pallets 

1 0000 
10000 

1 0000 
10000 
0 0400 
0 7250 
0 2220 
0 0130 

0 0400 
0 7250 
0 2220 
00130 
0 0165 
0 2988 
0 0915 
0 0054 
10000 
10000 

29.3 
10.8 

7.3 
183.9 
10.8 
10.8 
13.9 

168.0 
21.7 
21.7 
12.8 
14.7 
14.7 
14.7 
14.7 
68.7 
14.7 

8.3 
8.3 

8.3 
1 .o 
19.5 
8.3 
19.2 

1 .o 
19.5 
8.3 
19.2 
15.6 
19.5 
8.3 
19.2 
1 .o 
19.2 

1.839 
1.839 

1.839 
1.495 
1.495 
1.495 
1.495 

1.664 
1.664 
1.664 
1.664 
1.567 
1.567 
1.567 
1.567 
1.633 
1.567 

$0.268 
$0.726 

$0.191 
$1.073 
$0.287 
$0.251 
$0.590 
$0.197 

$0.350 
$0.139 
$0.328 
$0.240 
$0.242 
$0.194 
$0.457 
$0.197 
$0.842 
$0.197 

$0.268 
$0.726 
$1.591 
$0.191 
$1.073 
$0.01 1 
$0.182 
$0.131 
$0.003 
$1.403 
$0.014 
$0.101 
$0.073 
$0.003 
$0.004 
$0.058 
$0.042 
$0.001 
$0.842 
$0.197 

Load NMOs on Pallet 0 3098 13 9 19.2 1.664 $0.220 $0.068 

JModel Cost $3.988 J 

Sources 
Column I l l  Attachment C. oaae 3 (arrival and disoatch orofilesl. . .  - . 
Column i2j Attachment C .  page 2 (units per workhour). 
Column [3] Attachment C. page 6 (conversion factors) 
Column [4] Attachment C. page 4 (piggyback factors) 
Column 151. ITY wage rate * column 141) I (column [2] ' column [3]) 
Column 161 (column 111 * column [5]) 

'Assumption that all RBMC will be entered at orlgln A 0  
' Unload Containers cost at OSCF uses the average cost of unloading containers at origin BMC as proxy. 
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Attachment C 
Page 12 of 15 

REMC Non-machinable Oversize Mail Processing Cost Model 
Length plus Girth Between 108" and 1 3 0  

P I  I21 131 141 151 161 
# handlings unitslhr conversion piggyback $ per oper. $ per facility 

Oriain AO' 62.841 - 
Move Containers to Dock 
Load Containers 
Origin SCF 
Unload Containers2 
Crossdock containers 
Bedload NMOs 
Load NMOs in OTRs 
Load NMOs in OWCs 
Load NMOs on Pallets 
Destination BMC 
Unload Bedloaded to IHC 
Unload NMOs in OTRs 
Unload NMOs in OWC 
Unload NMOs on Pallets 
Move IHC 
Move OTR 
Move OWC 
Move Pallet 
0 Primary NMO Sori 
Move Pallet 
Load NMOs on Pallet 

10000 
10000 

10000 
10000 
0 0400 
0 7250 
0 2220 
0 0130 

0 0400 
0 7250 
0 2220 
00130 
0 0400 
0 7250 
0 2220 
0 0130 
10000 
10000 
10000 

29 3 
10 8 

7 3  
183 9 
10 8 
10 8 
139 

160 5 
21 7 
21 7 
12 8 
14 7 
14 7 
14 7 
14 7 
68 7 
14 7 
139 

2.9 
2.9 

2.9 
1 .o 
6.8 
2.9 
6.7 

1 .o 
6.8 
2.9 
6.7 
6.4 
6.8 
2.9 
6.7 
10 
8.0 
80 

,839 
,839 

839 
495 

1.495 
1.495 
1.495 

1.664 
1.664 
1.664 
1.664 
1.567 
1.567 
1.567 
1.567 
1.633 
1.567 
1.664 

$0.767 $0.767 
$2.074 $2.074 

$4.501 
$0.521 $0.521 
$3.067 $3.067 
$0.287 $0.01 1 
$0.716 $0.519 
$1.686 $0.374 
$0.564 $0.007 

$3.086 
$0.367 $0.01 5 
$0.399 $0.289 
$0.938 $0.208 
$0.686 $0.009 
$0.587 $0.023 
$0.556 $0.403 
$1.307 $0.290 
$0.563 $0.007 
$0.842 $0.842 
$0 473 $0.473 
$0.528 $0.528 

LModel Cost $10.428 1 
Sources 
Column [l] Attachment C page 3 (arrival and dispalch profiles) 
Column [2] Attachment C. page 2 (units per workhour) 
Column 131 Attachment C page 6 (conversion factors) 
Column 14) Attachment C, page 4 (piggyback factors) 
Column 15) (TY wage rate * column 141) /(column [2] . column 131) 
Column [6] (column 111 * column (51) 

'Assumption that all RBMC will be entered a1 origin A 0  
Unload Containers cost at OSCF uses Ihe average cost of unloading containers at origin BMC as proxy 2 
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RDU Machinable Mail Processing Cost Model 

V I  121 PI 141 I51 161 
# handlings unitdhr conversion piggyback $ per oper $ per facility 

Origin A 0  $0.189 
Sort by Shipper ID 10000 444 1 10 1684 $0 134 $0 134 
Move Containers to Dock 10000 293 40 1 1839 $0 055 $0 055 
Load Containers 00000 10 8 40 1 1839 $0 150 $0 000 

]Model Cost $0.189 1 
Sources 
Column [l]: All RDU parcels will be sorted to shipper and moved to dock (USPS-T-1. Section Vll). 
Column 121: Attachment C. page 2 (units per workhour). 
Column [3]: Attachment C, page 6 (conversion factors). 
Column [4J: Attachment C, page 4 (piggyback factors). 
Column [5]: (TY wage rate * column [4]) / (column (21 * column [3]). 
Column [6]: (column [I] * column 151). 
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RDU Non-machinable Mail Processing Cost Model 

[11 121 [31 141 [51 [GI 
# handlings unitsihr conversion piggyback $ per oper $ per facilrty 

Origin A 0  $0.402 
Sori by Shipper ID 1 .oooo 444.1 1 .o 1.684 $0.134 $0.134 
Move Containers to Dock 1 .oooo 29.3 8.3 1.839 $0.268 $0.268 
Load Containers 0.0000 10 8 8.3 1.839 $0.726 $0.000 

)Model Cost $0.402 I 
Column [ l ]  All RDU parcels wlll be sorted to shipper and moved to dock (USPS-T-1, Section VII) 
Column (21 Attachment C, page 2 (units per workhour) 
Column [3] Attachment C. page 6 (conversion factors) 
Column (41 Attachment C. page 4 (piggyback factors) 
Column (51 (7Y wage rate * column [4]) / (column [2] * column [3]) 
Column (61 (column [ I ]  * column [5]) 
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RDU Oversize Mail Processing Cost Model 
Length plus Girth Between 108" and 130" 

r i i  121 131 141 151 161 . I  . .  . .  . .  . .  
# handlings unitslhr conversion piggyback $ per oper. $ per.facility 

Oriain A 0  60.901 
Sortby Shipper ID 1 .oooo 444.1 1 .o 1.684 $0.134 $0.134 
Move Containers to Dock 1 .oooo 29.3 2.9 1.839 $0.767 $0.767 
Load Containers 0.0000 10.8 2.9 1.639 $2.074 $0.000 

Sources 
Column [ I ]  
Column [Z] 
Column 13) 
Column (41 
Column [5] 
Column [6] 

All RDU parcels will be sorted to shipper and moved to dock (USPS-T-1. Section VII) 
Attachment C. page 2 (units per workhour) 
Attachment C, page 6 (conversion factors) 
Attachment C, page 4 (piggyback factors) 
(TY wage rate * column [4]) / (column [2] * column [3]) 
(column [ l ]  *column [5]) 
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Storage Cost Estimates 

Mail Category 
Machinable Non-Machinable Oversize 

# o f  pieces in Container (Pallet Box) 134 7 19.9 6.7 11 
Total Square Feet taken up by one container 13.3 13.3 13.3 2/ 
Cost of Space ($ /s f )  -Annual $20.788 $20.788 $20.788 3/ 

Space Support Factor 1.354 1.354 1.354 5/ 
$28.153 $28.1 53 $28.153 6/ Cost of Space ($/sf) -Annual 

Cost per square foot - Daily (303 days) $0.093 $0.093 $0.093 7 
Cost per Container $1.239 $1.239 $1.239 81 
Cost per piece per day $0.009 $0.062 $0.184 9 
Storage Days Required 
RBMC 1.834 

Space Variability 1.000 1.000 1.000 4/ 

1.834 1.834 101 
~ 

5000 11/ 

$0 017 $0 114 $0 338 12/ 
$0 046 $0 31 1 $0 922 131 

RDU 5 000 5 000 
Cost by PRS Rate Category 
RBMC 
RDU 

Sources 
li: Attachment C, page 6 (Conversion factors) 
21 Calculation using dimensions of containers. 
31 Docket No. R2005-1. PRC-LRB, file "PRC MPPG TYOG.XLS, worksheet G2. cell E43. 

Note This value appears lo be incorrect The calculation should include building and leasehold 
depreciation (as well as rents. utilities, and other facilrties space-related costs). The PRC 
calculation on sheet G2 has erroneously included equipment depreciation, rather than 
building and leasehold depreciation. When this enor is corrected, the value becomes $1 7.277. 

41 Variability assumption implicit in data filed in Docker No R2001-1 
5,' Docket No. R94-1, LR-G-120A. Schedule 5 ,  page 1, line 39 and Schedule 4, page 1. line 44. 
61 (3) x (4)  x (51 
71. (6) i 303 days 
81: (2) x (7) 
9) (8) / (1)  
101 August 2005 BMC PRS Survey 
1 l i  Assumption from Product Definition (mailers must pick up RDU parcels every 5 days). 
121 ( 9 ) x ( 1 0 )  
131 (9) x (11) 
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Transportation Cost Estimate Summary 

Total Cost Average Total Cost 
Impact per Cubic Feet Impact per 

PRS Rate Category Benchmark Cubic Foot per Piece Piece 
(I] [Z]  13) 

RBMC - Machinable Intra-BMC ($2.218) 0.425 ($0.942) 
RBMC - Non-machinable Intra-BMC ($2.218) 2.777 ($6.160) 
RBMC - Oversize Intra-BMC ($2.218) 7.938 ($1 7.604) 
RDU - Machinable Intra-BMC Local ($2.449) 0.425 ($1.040) 
RDU - Non-machinable Intra-BMC Local ($2.449) 2.777 ($6.802) 
RDU - Oversize Intra-BMC Local ($2.449) 7.938 ($19.440) 

Sources 
111 Attachment E.  Daae 2. 
i2j Attachment C. page 5 
131 I11 I: I21 
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9.2 IS1 040) ($1 178) NIA (I22181 ($2134)  ( $ 2  422) NIA ($4555) 

A 161 OdOl IS1 1781 NIP IS2218 i  (12134) (12 422) NIA (54.5551 
5 IS1  040) (St 1781 N i l  152210i (I21341 ($2 a221 NIA ($4555)  
6 NiA N i A  N l A  MIA NiA NlA  NIA NIA 
7 NIA NIA NIA MIA MIA NJA NIA NIA 
8 NIA N/A M A  MIA NlA NlA NIA NIA 

3 IS1 om ($1 1761 NIA (32Z10) ($2 134) ($2  422) WA ( -555)  

Attachment E 
Page 2 of 2 

Transportation Cost Difference Estimates 

Assumed Legs of Transportation 111 
Local Inlermedlate Long Distance 

Intra-BMC [la] 1.951 1.947 0.000 
RBMC [ lb ]  1000 1 .ooo 0.000 .~ 
RDU [IC] 0.000 0.000 0.000 I 

B e n c h m a r k  Transportation Cost per Cubic Foot [Z] 

ZO"* Local Intermediate Long Distance Total 
Intra-BMC 

Local $1 238 $1 211 NIA $2 449 
1-2 $2 134 $2 422 NIA $ 4 5 5 5  
3 $2 134 $2 422 NIA $4 555 
4 $2 134 $2 422 NIA $4555  
5 $2 134 $2 422 NIA $ 4 5 5 5  
6 NIA NIA NIA NIA 
7 NIA NIA NIA NIA 
8 NIA NIA NIA NIA 

PRS Transpor ta t ion  Cos1 per Cubic Foot [3] 
(Benchmark) RBMC (Intra-BMC) RDU (Intra-BMC) 

1 mil1 '60 635 SO 622 NIA $1.257 $0.000 $0.000 NIA $0.000 
Zone Local lnlennsdiate Long Distance Total Local lntermedlale Long Distance Total 

-~ ~~~ .~ ~~~ 

zone 1-2 $1 094 $1 244 NIA $2.338 $0.000 $0.000 NIA $0.003 
3 $1 094 $1.244 NIA $2.338 $0.000 $0.000 NIA f0 .W 
4 $ 1  094 $1 244 NIA $2.338 $0.000 $0.000 NIA $0.000 
5 $1 094 $1 244 NIA '62.338 $0.000 $0.000 NIA $0.000 
6 NIA NIA NIA NIA NIA NIA NIA NIA 
7 NIA NIA NIA NIA NIA NIA NIA N/A 
8 N 'A NIA NIA NIA NIA NIA NIA NIA 

PRS Transpor ta t ion  C o s t  i m p a c t  p e r  Cubic F o o t  [41 
(Benchmark) RBMC (intra-BMCJ RDU (Intra-BMC) 
zone Local lnlsrmediale Long Distance Total Local Intermediate Long Distance Total 
Local lB06041 150 589) NfA I S 1  1921 ($1 238) ($1 211) NIA ($2449)  

sUE& 
111 Assumed average number of legs 01 transpanation 

Ilal Dockel N u  R2005-1 USPS LR-K-113. Aftachmem E Daae 9 
j l b ]  RBMC will lravel Imm ongin A 0  10 origin SCF ( 1  local leg1 and horn ongin SCF to ongin BMC ( 1  memediate ieg) 
[ l b ]  Snce mailers Dick up RDU at ongin A 0  11 will no1 incur any lransponalion legs 

[2) Docket NO R2005 1 USPS LR-K-113 Allachrnenl B page 1 1  

13) Rat80 01 PSRS Rale Category transponatton legs [ l b B l C )  10 Qenmmark [ l a ]  multiplied by benchmark cost [2] 
(41 PSRS transportalion 0 x 1  per Cubic foot 131 minus bencnmah l l a n ~ p o r l a l i ~ n  cos1 per cubic loot 121 
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Transaction Piggyback Cost per active Number of 
PRS Rate Category Time (hours) Wage Rate Factor scan active scans Scan Cost 

[l] [Z] [3] 141 [5] [6] 
RBMC .Machinable 0.0007 535.371 1.592 $0.038 0 $0.000 
RBMC . Non-machinable 0.0007 535 371 1.592 50.038 0 $0.000 
RBMC -Oversize 0.0007 535 371 1.592 50.038 0 50.000 
RDU - Machinable 0.0007 535.371 1.592 50.038 2 $0.077 
RDU . Non-machinable 0.0007 $35 371 1.592 50.038 2 50.077 
RDU -Oversize 0 0007 $35.371 1.592 50.038 3 $0.115 ~ . 

Scanning Cost Estimates 

Sources 
[ l ]  Docket No R2000-1 USPS-T-30, Section A, Data Sheet A-8 
[2] Attachment C. page 4 Premium Pay Adjusted Wage Rate 
131 Docket No RZOO5-1, PRC-LR-6. file "PRC MPPG TY06 XLS'. worksheet A, cell M49 
[4] [l) x 121 x 131 Follows methodology shown m Docket No R2001-1 LR-J-135 
[5] Assumption taken from USPS product descnption 
161 [4l x [SI 
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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 Ratio 
Postage Due Cost (for all parcels) 

RDU 

Value 
6.018 I /  
0.100 21 

$35.371 3/ 
1.378 4J 
$4.890 51 
1.5% 61 

$0.073 7/ 

$0.000 81 

Sources 
11 Attachment H. page 4, column 7 
2/ (1 ) / 60 mtnutes 
31 Attachment C, page 4 
41 Docket No R2005-1 PRC-LR-6, file “PRC MPPG NO6 XLS”. worksheet A, cell M37 
51 ( 2 )  x (3) x ( 4 )  
61 Attachment G, page 2 
71 (5) x (6)  
81 Assumed Io be insignificant postage due cosls since information from the scanned 

barcodes will generate a daily postage due manifest 
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~ 

BMC Pieces Sample Size Sampling Ratio 

Site A 2.500 40 1.6% 
Site B 3,200 40 1 .3% 
Site C 1,100 30 2.7% 

Site E 4.400 50 1.1% 
Total 13.400 200 1 .5% 

I21 r31 141 

Site D 2,200 40 1 .a% 

Postage Due Sampling Ratio 

USPS Sample Size by Volume Range [I] 

Volume 
Lower Bound Upper Bound Pieces 

1 19 All pieces 
20 

100 
200 
300 

2.000 
4,000 
6.000 
8,000 

10.000 

99 
199 
299 

1,999 
3,999 
5,999 
7,999 
9,999 

99,999 

20 % of pieces 
15 % of pieces 
10% of pieces 

30 pieces 
40 pieces 
50 pieces 
60 pieces 
70 pieces 

100 meces 
100.000 499,999 150 pieces 

200 pieces 500.000 UP 

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

Sources 
[ l ]  Supplied by the Business Mailer's Support HQ division 
121 Average returns per BMC per 5day week 

Data collected by Marketing for existing customer 
Data was collected in the Fall of 2002 
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Postage Due 

USPS R e t u r n  Technician A E C D E F G H I J K 
P l K %  30 30 30 30 30 30 30 30 30 30 30 
Set Up 25 15 15 15 6 15 15 20 20 20 15 

Weighing I Recordrng Samples 35 I O  15 30 18 60 33 20 67 25 25 

Validallng Postage Slalernenl lo Manifest 
Transferring Postage Slalernenl lo Post O f k e  
Olher 135 
(explanallon) meeting 

Location A [I] 

Selecting Samples 15 15 50 30 3 7 1 2 2 30 t o  

Malchlng Worksheel l o  Manifest 80 120 100 120 ~. 95 45 25 105 165 55 

Post Of f i ce  Tasks  
Permit System Entry of Postage Due 5 5 15 10 .. 15 15 5 5 5 5 

Sources 
111 lhrouqh 141 Data collected directly throuqh survey . .  - .  
151 Only includes volume when have enlered data 
16) Sum of each row 
I71 16l/I51 

N 
W 
4 
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Postage Due 
Location B [Z] 

USPS Return Technician A B C D E F G H I 

Sel Up 2 2 5 2 3 2 2 2 2 
Selecting Samples i n  6 14 6 7 8 8 8 4 

Matching Worksheel lo Manifesl 25  21 30 2 2  2 7  2 5  2 8  25 18  
Validaling Postage Statement to Manifest 5 4 9 6 8 5 6 5 4 
Transferring Postage Statement lo Po51 Offlce 5 5 5 6 5 5 36 5 4 

P l K E  30 30 30 30 30 30 30 30 30 

Wetghtng I Recording Samples 20 35 9 21 20 30 2 0  2 8  16 

Other 
lexplanation) 

Post Office Tasks 
Perm11 System Enlv of Postage Due 5 8 7 I S  1 5  t o  5 5 1 5  

Sources 
[ I ]  lhrough 141 Data collected diieclly through : 
151 Only includes volume when have entered d 
[6] Sum of each row 
171 161 1 [SI 

N 
W 
m 



Aliachment H 
Page 3 of 5 

Postage Due 
Location C [J]' 

USPS Return Technlclan A E C D E H '  I J 
PleES 4 5  40 4 5  50 50 80 40 40 
set uo 5 IO 15 5 20 5 10 t o  
Selecting Samples 10 10 10 15 10 20 5 IO 
Weighing I Recording Samples 35 30 30 30 2 5  120 35 30 
Matching Worksheel to Manifest 30 30 30 30 30 30 30 30 
Validating Postage Statement l o  Manifest 
1,ansferrmg Postage Statement to Post Office 
Other I O  5 10 I O  10 
ierplanallo") travel travel travel  travel t rawl  

Post Office Tasks 
Permit System Entry 01 Postage [ h e  10 10 15 10 30 

Sources 
I l l thro~qh 141 Data colleaed directly through ! . .  . . .  
151 Only includes volume when have enlered d 
(61 Sum of each row 
[TI 161 1151 

N 
W 
W 
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Postage Due 

USPS Return Technician A B C D E F G H I J K L M 
PleCeS 30 30 30 30 30 30 30 30 30 30 30 30 30 
Sel up 55 35 25 25 30 30 21 29 30 31 30 20 30 
Selecting Samples 34 30 .. 31 45 25 34 - 63 45 33 32 40 

Malthing Worksheel to Manifest 80 70 70 95 75 67 92 75 80 75 65 90 105 
Validating Poslage Slalernenl l o  Manifest 30 40 35 35 35 I8 38 50 20 20 20 35 32 
Transferring Poslage Slalemenl lo Post Office 
Olhet 
lexplanalion) 

PosI Office Tasks 
Permit System Entry of  Poslage Due 

Location D [4] 

Weighing / Recordrng Samples 38 28 35 85 70 55 87 65 65 70 37 85 75 

Sources 
111 lhrouah I41 Data collected directlv Ihrouah I 
I .  - . .  
151 Only includes volume when have enleied d 
(61 Sum of each row 
171 [51 

N 
9 
0 
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Postage Due Time 

Volume Total Per piece 
USPS Return Technician 151 [61 PI 

set Il" 1380 674 0 488 
P l K E  

- r  

Selecting Samples 1320 738 0 559 
Weighing i Recording Samples 1380 1667 1208 
Matching Worksheel lo Manifest 1350 2410 1785 
Validaltno Poslaqe Statement Io Manifest 660 460 0 697 
Transferring Postage Statement lo Pas1 Omce 270 76 0 281 
Other 260 180 0 692 
(explanation) 

Post Office Tasks 
Permil Syslem Enlry 01 Poslage Due 800 245 0 306 

TOTAL r 6.018 

Sources 
1 1 1  lhrough 141 Data collecled directly through 1 

151 Only indudes volume when have enlered d 
[Si Sum of each row 
171 161 1151 

N 
P 
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RESPONSE OF UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. I 

7 .  Please refer to the cost sheets that were supplied with the supplemental 
response to OCNUSPS-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 It 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% 
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Attachment to response to POlR No. 1, question 7 

Piggyback Factors, Wages, Mail Flow Operating Assumptions 

$35 371 
0 969 

$35 772 

1 0 7 5  
33 804 
36 344 

1633 
1 567 
1664 
2 068 
4 923 
2 346 
1359 
1495 
1839 
1684 

1129 

12 3% 
20 1 % 
20 8% 
SO 0% 

3 0% 
100 0% 

0 0% 

83 4% 
94 5% 

100 00% 
79 9% 

41 2% 
3 1 4 ' Is 

97 4% 
24 8% 

PRC Version 
Atlachmenl C 
Page 4 01 15 

R E V I S E 0  12121105 

l i  
21 
31 

41 
51 
61 

71 
71 
71 
71 
71 
71 
71 
71 
71 
71 

81 

91 
t01 
111 
121 
131 
141 
151 

161 
171 
181 
191 

201 
201 

211 
211 
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