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BEFORE THE 

POSTAL RATE COMMISSION 

-_--- - -__- - - - - - x 

In the Matter of: 

POSTAL RATE AND FEE CHANGES : Docket No. R97-1 

-__--- -_-_ X 

Third Floor Hearing Room 

Postal Rate Commission 

1333 H Street, N.W. 

Washington, D.C. 20268 

Volume 5 

Thursday, October 9, 1997 

The above-entitled matter came on for hearing, 

pursuant to notice, at 9:32 a.m. 

BEFORE: 

HON. EDWARD J. GLEIMAN, CHAIRMAN 

HON. GEORGE W. HALEY, VICE CHAIRMAN 

HON. W. H. "TREY" LeBLANC, III, COMMISSIONER 

HON. GEORGE A. OMAS, COMMISSIONER 

HON. H. EDWARD QUICK, JR., COMMISSIONER 
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APPEARANCES: 

On behalf of the Newspaper Association of Ameri,ca: 

WILLIAM B. BAKER, ESQUIRE 

ALAN R. JENKINS, ESQUIRE 

Wiley, Rein & Fielding 

1776 K Street, NW 

Washington, DC 20006 

(202) 429-7255 

fax (202) 429-7049 

ROBERT J. BRINKMANN, ESQUIRE 

Newspaper Association of America 

529 14th Street, NW, Suite 440 

Washington, DC 

(202) 638-4792 

fax (202) 783-4649 

On behalf of the Alliance of Nonprofit Mailers: 

JOEL T. THOMAS, ESQUIRE 

11326 Dockside Circle 

Reston, VA 20191 

(703) 476-4646 

fax (703) 620-2338 
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APPEARANCES: [continued] 

On behalf of the United States Postal Service: 

SUSAN DUCHEK, ESQUIRE 

ERIC KOETTING, ESQUIRE 

RICHARD COOPER, ESQUIRE 

MICHAEL TIDWELL, ESQUIRE 

ANNE REYNOLDS, ESQUIRE 

ANTHONY ALVERNO, ESQUIRE 

DAVID RUBIN, ESQUIRE 

KENNETH N. HOLLIES, ESQUIRE 

SCOTT L. REITER, ESQUIRE 

United States Postal Service 

475 L'Enfant Plaza West, SW 

Washington, DC 20260 
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On behalf of Hallmark Cards, Incorporated: 

DAVID F. STOVER, ESQUIRE 

2070 S. Columbus Street, Suite 1B 

Arlington, VA 22206 

(703) 998-2568 
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APPEARANCES: [continued] 

On behalf of the McGraw-Hill Companies, Inc.: 

TIMOTHY W. BERGIN, ESQUIRE 

Squire, Sanders & Dempsey 

1201 Pennsylvania Avenue, NW, Suite 500 

P.O. Box 407 

Washington, DC 20044 

(202) 626-6608 

fax (202) 626-6780 

On behalf of Readers Digest Association, Parcel Shippers 

Association: 

TIMOTHY J. MAY, ESQUIRE 

Patton Boggs, LLP 

2550 M Street, NW 

Washington, DC 20037 

(202) 457-6050 

On behalf of the National Postal Policy Council, Inc.: 

MICHAEL F. CAVANAUGH, ESQUIRE 

National Postal Policy Council, Inc. 

1800 Diagonal Road, Suite 600 

Alexandria, VA 22314 
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APPEARANCES: [continued] 

On behalf of the American Bankers Association: 

IRVING D. WARDEN, ESQUIRE 

American Bankers Association 

1120 Connecticut Avenue, NW 

Washington, DC 20036 

(202) 663-5027 

fax (202) 828-4548 

On behalf of the Direct Marketers Association: 

DANA T. ACKERLY, II, ESQUIRE 

DAVID L. MEYER, ESQUIRE 

MICHAEL D. BERGMAN, ESQUIRE 

Covington & Burling 

1201 Pennsylvania Avenue, NW 

Washington, DC 20016 

(202) 662-5296 

fax (202) 778-5296 
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APPEARANCES: [continued1 

On behalf of Nashua Photo, Inc.; District Photo, Inc.; 

Mystic Color Lab; Seattle FilmWorks, Inc.; ValPak Direct 

Marketing Systems, Inc.; ValPak Dealers' Associaction; Carol 

Wright Promotions: 

WILLIAM J. OLSON, ESQUIRE 

ALAN WOLL, ESQUIRE 

William J. Olson, P.C. 

8180 Greensboro Drive, Suite 1070 

McLean, VA 22102-3823 

(703) 356-5070 

fax 1703) 356-5085 

On behalf of American Business Press: 

DAVID STRAUS, ESQUIRE 

Thompson Coburn 

700 14th Street, NW, Suite 900 

Washington, DC 20005 

(202) 508-1013 

fax (202) 5081010 
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APPEARANCES: [continued] 

On behalf 

On behalf 

On behalf 

of the United Parcel Service: 

JOHN E. McKEEVER, ESQUIRE 

Schnader Harrision Segal & Lewis LLP 

1600 Market Street, Suite 3600 

Philadelphia, PA 19103 

(215) 751-2200 

fax (215) 751-2205 

of the Major Mailers Association: 

RICHARD LITTELL, ESQUIRE 

1220 19th Street, NW, Suite 400 

Washington, DC 20036 

(202) 466-8260 

of ADVO, Inc.: 

JOHN M. BURZIO, ESQUIRE 

THOMAS W. MCLAUGHLIN, ESQUIRE 

Burzio & McLauglin 

1054 31st Street, NW, Suite 540 

Washington, DC 20007 

(202) 965-4555 

fax (202) 965-4432 
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APPEARANCES: [continued] 

On behalf of Time Warner, Inc.: 

JOHN M. BURZIO, ESQUIRE 

TIMOTHY L. KEEGAN, ESQUIRE 

1054 31st Street, NW, Suite 540 

Washington, DC 20007 

(202) 965-4555 
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On behalf of Advertising Mail Marketing Association: 

IAN D. VOLNER, ESQUIRE 

Venable, Baetjer, Howard & Civilletti 

1201 New York Avenue, NW 

Washington, DC 20005 

(202) 962-4814 

fax (202) 962-8300 

On behalf of the Office of Consumer Advocate: 

SHELLEY S. DREIFUSS, ESQUIRE 

KENNETH E. RICHARDSON, ESQUIRE 

Office of the Consumer Advocate 

Postal Rate Commission 

1333 H Street, NW, Suite 300 

Washington, DC 20268 
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APPEARANCES: [continued] 

On behalf of the DOW Jones & Company, Inc.: 

SAM BENRENDS, ESQUIRE 

LeBoeuf, Lamb, Greene & Macrae 

1875 Connecticut Avenue, NW 

Washington, DC 20009 

(202) 986-8018 

fax (202) 986-8102 

On behalf of David B. Popkin: 

DAVID B. POPKIN 

P.O. Box 528 
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(201) 569-2212 

fax (201) 569-2864 

On behalf of the Association of Alternate Postal Systems: 
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Washington, DC 20005 

(202) 508-1003 

fax (202) 508-1010 
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APPEARANCES: [continued] 

On behalf of the Mail Order Association of America: 

DAVID C. TODD, ESQUIRE 

Patton Boggs, LLP 

2550 M Street, NW 

Washington, DC 20037 

(202) 457-6410 

fax (202) 457-6513 

On behalf of the Magazine Publishers of America: 

JAMES R. CREGAN, ESQUIRE 

Magazine Publishers of America 

1211 Connecticut Avenue, NW, Suite 610 

Washington, DC 20036 

(202) 296-7277 

fax (202) 296-0343 

On behalf of Edison Electric Institute: 

R. BRIAN CORCORAN, ESQUIRE 
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(202) 371-5656 

fax (202) 289-8113 
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APPEARANCES: [continued] 

On behalf of the Florida Gift Fruit Shippers Association: 

M.W. WELLS, JR., ESQUIRE 
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105 E. Robinson Street, Suite 201 
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WITNESS 

CHARLES L. CRUM 

BY MR. REITER 

i 
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EXHIBITS 

EXHIBITS AND/OR TESTIMONY IDENTIFIED RECEIVED 

Direct Testimony and Exhibits 

of Charles L. Crum, Exhibit 

No. USPS-T-28 2170 2170 

Designation of Written Cross 

Examination of Charles L. 

Crum 2171 

Library Reference H-l.44 2319 

Direct Testimony and Exhibits 

of Sharon Daniel, Exhibit No. 

USPS-T-29 2407 2407 

Library References H-131 and 

H-132 2410 

Designation of Written Cross- 

Examination of Sharon Daniel 2411 
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PROCEEDINGS 

[9:32 a.m.1 

CHAIRMAN GLEIMAN: Good morning. 

Today we continue hearings in docket R97-1, the 

Postal Service request for changes in rates and fees. 

Postal Service witnesses Crum and Daniel are scheduled to 

appear today. 

I just want to mention something that I mentioned 

yesterday about this Friday. 

There is a religious holiday that starts at 

sundown on Friday, and in order that those who celebrate 

that holiday can get home in a timely manner, we will end 

our cross examination of witnesses that day on 4:30. 

If we do not finish with the two witnesses that 

day, then we will talk with Postal Service counsel, the 

witnesses, and those who have not yet completed their cross 

examination to determine whether it's best to have that 

witness return, if necessary, the following Tuesday morning 

or to pick up at the end of the scheduled round of hearings 

on the 23rd of October. 

Does any participant have a procedura: matter to 

raise this morning before we begin? 

[No response. I 

CHAIRMAN GLEIMAN: There doesn't appear to be any. 

Mr. Reiter, would you identify your witness so 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 
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that I can swear him in? 

MR. REITER: Yes, Mr. Chairman. Our next witness 

is Charles Crum. 

CHAIRMAN GLEIMAN: Mr. Crum, could you please 

stand and raise your right hand? 

Whereupon, 

CHARLES L. CRUM, 

a witness, was called for examination by counsel for the 

United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

CHAIRMAN GLEIMAN: Please be seated. 

Counsel? 

DIRECT EXAMINATION 

BY MR. REITER: 

Q Mr. Crum, I'm handing you a copy of a document 

entitled "Direct Testimony of Charles L. Crum on Behalf of 

United States Postal Service," labeled USPS-T-28. 

Was this testimony prepared by you or under your 

direction? 

A Yes. 

Q And if you were to testify today, would your 

testimony be the same? 

A Yes. 

MR. REITER: Mr. Chairman, I am takings two copies 

of this document, handing it to the reporter, and ask that 
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2170 

it be entered into evidence as the direct testi.mony of 

Charles Crum. 

CHAIRMAN GLEIMAN: Are there any objections? 

[No response.] 

CHAIRMAN GLEIMAN: Hearing none, Mr. Crum’s 

testimony and exhibits are received into evidence, and I 

direct that they be accepted into evidence. As is our 

practice, they will not be transcribed into the record. 

[Direct Testimony and Exhibits of 

Charles L. Crum, Exhibit No. USPS-T-28, 

were marked for identification and 

received into evidence.] 

CHAIRMAN GLEIMAN: Mr. Crum, have you had an 

opportunity examine the packet of designated written cross 

examination that was made available to you earlier this 

morning? 

THE WITNESS: Yes, I have. 

CHAIRMAN GLEIMAN: If these questions were asked 

of you ,today, would your answers be the same as those you 

previously provided in writing? 

THE WITNESS: Yes, they would. 

CHAIRMAN GLEIMAN: That being the case, I’m going 

to ask, Mr. Reiter, if you would provide the corrected 

copies of the designated written cross examination, two of 

them, t'o the court reporter, and 1'11 direct that they be 
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1 accepted into evidence and transcribed into the record at 

2 this point. 

3 [Designation of Written Cross 

4 Examination of Charles L. Crum 

5 was received into evidence and 

6 transcribed into the record.] 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 2026X-0001 

Postal Rate and Fee Changes, 1997 Do&et No. 1297-l 

DlZSIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS CHARLES CRUM 
(USPS-T-28) 

The parties listed below have designated answers to interrogatories directed ts3 witness Crum as 
writlen cross-examination. 

Party Answer To Interrogatories 

Advo, Inc. DMA\USPS: 
NDMS\USPS: 
PSA\USPS: 
UPS\USPS: 

Interrogatories T28-1, 3-4. 
Interroga?ories T28-3. 
Interrogatories T28-3. 
Interrogatories T28-11. 

\ 

Direct Marketing Association 

Florida Gift Fruit Shippers Association 

Mail Order Association ‘of America 

Major Mailers Association 

Nashua Photo Inc., District Photo 
Inc., Mystic Color Lab, and Seattle 
Filmworks, Inc. 

Office of the Consumer Advocate 

DMA\USPS: 

DMA\USPS: 
UPS\USPS: 

DMA\USPS: 
NDMS\USPS: 

DMA\USPS: 

NDMSKISPS: 

DMA\USPS: 

DMA\USPS: 

NDMS\USPS: 

PSA\USPS: 
RIAA\USPS: 

InterrogatoFies T28-1, 3-5, 
12-14 and 16. 

Interrogatories T28-I. 
Interrogatories T28-1-3 
9-l 3, 15, 25-28 and 38. 

Interrogatories T28-l-3 
Interrogatories T28-18 

lnterroga~tories T28-1. 

Interrogatories T28- I- 13, 
17-21 and 23-26. 
Interrogatories T28-1-9, 
and 12-l 8. 

Interrogatories 1‘28-1-9 and 
12-18. 
Interrogatories T28-1 (all 
subparts a.-g.), 2-8, 9 (as 
revised 8/27/97), 1 O-13, 
17-I 9, 20.b., 21, and 23-26. 
Intcrrog,:itories 7‘28-1-5. 
Interrogatories T28-l-3 and 
5. 



Parcel Shippers Association 

Recording Industry Association of 
America 

United Parcel Service 

Answer To Interrogatories 2173 

UPS\USPS: 

PSA\USPS: 

DMA\USPS: 
NDMS\USPS: 

RIAA\USPS: 

UPS\USPS: 
Val-Pak\USPS: 

RIAA\USPS: 

DMA\USPS: 
NDMS\USPS: 

UPS\USPS: 

Interrogatories T28-1-21 
22 (all subparts a.-d.), 23.34 
35 (as revised 9130197) 
and 36-40. 

Interrogatories T28-1-3. 
Interrogatories T28-4-5 
Interrogatories T28-3-4 
Interrogatories T28-1 (a-g). 
Interrogatories T28 1 (e) 
2-5, 7-13. 
Interrogatories T28-1-3 
and 5. 
Interrogatories T28-19. 
Interrogatories T28-1 

Interrogatories T28 2-3 
and 5 and 5 
Interrogatories T28-3. Interrogatories T28-3. 
Interrogatories T28-2,4, 6-7 Interrogatories T28-2.4. 6-7 
9(f) an; 12. 9(f) and 12. 

Interrogatories T28-3-5,OO 
7-9, 12, 14, 16-20,22(a-b) 
24,28-33, 35 and 37. 

. 

Respectfully submitted, I 

Margaret P. Crenshaw 
Secretary 
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U S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF THE 

DIRECT MARKETING ASSOCIATION, INC. 

DMNUSPS-T28-1. Please refer to Table 1 on page 6 of LR-H-108 

(4 Please provide similar data for FY 1993, FY 1994, and FY 1995 
showing PERMIT estimates of revenue, pieces, and weights for 
lelters, flats, and IPPs and parcels for Standard A Bulk IRegular Rate 
mail. 

(bJ Please provide estimates of revenue, pieces, and weights, controlled 
to GFY RPW totals for letters, flats, and IPPs and Parcels for FY 
1993, FY 1994 and FY 1995. 

(cl Using the data provided in this Table, please confirm that the average 
weight of flats is .2 pounds. If you cannot confirm, please provide the 
correct average weight for fiats. 

(d) Using the data provided in this table, please confirm that the average 
weight of parcels is 5 pounds. If you cannot confirm, please provide 
the correct average weight for parcels. 

RESPONSE 

a. Attached. 

b. Attached. 

C. I confirm that for FY 1993 through FY 1995 the average weight of Standard 

Mail (A) bulk Regular Rate flats is .2 pounds to your level of rounding. 

d. I Confirm that for FY 1993 through FY 1995 the average weig#ht of Standard 

Mail (A) bulk R,egular Rate parcels is .5 pounds to your level of rourlding 



PAGE I 
2175 

FY 1993 Standard Mail (A) Bulk Regular Rate 

PERMlT Estimate Ccmhc.lld to GFY RPW 

?PW”W Pieces WSi$d Revenue PIecC6 Wetph: 

aA 181.934 1,013,310 59.937 1 180.754 l.C4?,768 60,827 
568,675 2.852.106 160,516 1 564,987 i:,Q54,722 162,899 

3/5-DI@t 1.101.091 6.855.365 432,294 1.093.949 7.1G2.034 438,714 
3,5 Dig?, ZIP+4 and EC el4.698 5.514.426 341.767 809.414 f,,816,427 346.842 
Carrier ROL' 1,128.441 9,345.57.9 642.704 1.175.821 E'.632.&IO 770.090 

High Density / SatUratlOn 262.820 2.364.400 154,685 273,613 i..457,691 185.3U 
TODI Lenefs I 4.058.659 28.065.206 1.791,903 1 4.098.538 2E1.013.492 1.964716 

Basic ZIP*4 and BC 
3/5-sigr: 
315 Diol( Zi.=+4 snd BC 
Can% Route 

Hioh Density / Satuursbon 9E2.328 7.797.927 1,003.821 1,001,846 tl,037,616 1,2C2,7Bl 
?otal Flas I 3,866.655 23.0C5.547 4.255.053 1 3,961,637 2:1,795,626 4.770.178 

IPPr and Parcels 
F'ieces WeiQht 

Basic ZIP*4 and BC 
' '--Digi: 

,igitZIP+S and BC 
ner Route 

All Shapes 

Basic ZIP+4 and BC 
3/S-Dign 
3/5 Dipa Z!P+4 and EC 
Carrier Route 

nigh Denslry I Saturation 
Total All Shaper 

GM RPW Facbrs 

Basic and 3/5-D1plt 
t.7iw Route 

Rwenuc 
0.99351 
104106 

PipcCS 
1.03598 
1.03074 

Welghi 
1.01485 
1.19820 



FY 1994 Standard Mail (A) Bulk Regular Rate 

L~eners 

xs>c 
Bark ZIP+4 and EC 
J/5-Dipn 
35 Dlglt ZIP.4 snd BC 
Carrier Route 

PERMIT Estimate Controlled to GFY RPW 

ReVeN* Piexs WeigV Revmuc Pieces weight 
557.871 2,795,4n 160,413 553,579 2.786.005 162,926 
167.008 832.168 54,347 165.803 926,678 55,198 

1.135,035 7.072.435 467,630 1.126.352 7J45.951 474,956 
1 n47.229 7.224.646 440,076 1.039.172 7.197.592 U6.Q70 
1.244.893 10.282.414 720,090 1.308.873 10.75a.571 766,742 

_. 
High Den&y I Saturation 269.410 2.445921 170.145 283,256 2,559,186 160.967 
Tobl Lenerr 4,421,576 30.754.061 2.013.501 4.477.035 31,275.984 2.087.760 

Basic ZIP+4 and BC 
3EeDijit 
3/j Digit ZIP+4 and BC 
Cartier Route 

605,197 , i!760 a28 626.8% 

Hich Density I Saturation 
?otal FlatS I 

992.310 a,l43,306 
4,172.421 2.4.5i7,19: 

1.3u.271 I l,M3.309 tl.520.407 1.429.774 
5.199.824 1 4.270.541 2!;,269.755 5.427.839 

IPPs and Parcels 
PleCeS Weight Revenue F’ieces We:ght 

252.840 133,232 108.085 253,666 135.320 

,Ign ZIP+4 and BC 

- 39340 7,439 41,162 7,913 
789.225 411,721 300.973 790.784 416.908 

Pieces 
. r-r ^.e 

Weight ReVenLle Pieces Weight 
*3_) ill” , . n7O _1 jg ,4,558,661 642,754 

17 1.025.377 80.335 
10.249.318 1.369.093 

All Shapes 

3!5Di-5 w 
3/S Dign ZIP+4 and EC 
Carder Rwtc 
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FY 1995 Standard Mail (A) Bulk Regular Rate 

RNCtlM Pieces Weight Revenue Pices We$h! 
--I 559.138 2.563.068 (47,140 1 559.9e5 :2,532,643 

Basic ZIP*4 and BC 
3bDioh 
S/5 D&ZIP+4 and BC 

Catier Rouie 
I 

1;33E.593 
)2.420 

1;333,6la 

16,801,678 482.650 
8.447.912 515,382 (3.347.619 529.7e3 

1.434.194 10.879.816 747.490 1,464,657 113,971,374 791.591 
_. 

High Den&y I 308.562 2,572.me 171.890 315.116 :2,593 810 lSi.Oj2 
TOPI Letters 

Sfiuration -----I 
5.045.287 32.395.452 2.112.623 ( -‘s,O87.309 3:2.283,637 2,20",2c)5 

FlStS 

Basic ZIP+4 and BC 
3IEDigi( 
3/5 Digif ZIP+4 and BC 
Carrier Route 

RfMnue Pieces Weigh: 

Wigh Density I Satura'ion 
-to:al Flab 

1.068.262 7.940.394 1.339.%9 1.090~953 13,007.152~,~,418.581 _ 
I 4,752.182 25,527.099 5.451.184 ) 4.807.878 2i5.546.734 5.701.245 

ask ZIP*4 and EC 
‘-Digit 

lipi! ZiP+C and BC 
>cder Rwie 

228,255 507,829 300.763 228.600 501.800 309.167 

,14,319 90.306 15.433 14,623 91.065 16,343 

thigh Density I Sa%ration 3,020 22,lLO 3.a62 1 3.085 22,323 4,oaQ 
total IPPs and Parcek I 371,523 882,705 462,464 ) 372,420 874,506 475,996 

All Shapes 

Saric ZIP+4 and BC 
J/S-Dig% 
3/5 Digrt Zl?*4 and BC 
Carrier Rou!e 

Revenue Pieces Weight 

1,110.391 4.159.995 618,941 
240.900 '1.153.748 04,651 

2.093.205 111.029.077 1.425.322 
2,514.928 13.626.369 1.011.629 
2.899.038 1!2.102,409 2,722.194 

1.4@9,154 10.623,279 1.604,702 
10.267.615 5B.7o4.877 0.377.439 
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DMAIUSPS-T28-2. Please refer to page 9 of your direct testimony concerning cost 
differences for IPPs and Parcels in MC97-2 (USPS-T-7) in which you stated that 
‘[blecause the volume of Carrier Route parcels is much lower than flats, I feared 
that the results might vary from year to year. To check for such variations, I looked 
at three years of data.” 

(4 Did you have similar fears while preparing your testimony in this 
case? 

lb) If your answer to sub-part (a) is “yes,” did you check for variations by 
analyzing additional years of data? If yes, please provide your 
findings. 

(c) If your answer to sub-part (a) is “no,” please explain what had 
transpired between the filings of your direct testimonies in MC97-2 
and R97-1 to allay such fears. 

RESPONSE 

a. No 

b. N/A 

C. By the time I wrote my MC97-2 testimony, my “fears” had already been 

allayed. In each of the three years of data analyzed then (and in the FY 1996 data 

as well), the cost difference between Carrier Route parcels and flats substantially 

exceeds the proposed surcharge. 
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DMAIUSPS-T28-3. Please refer to page 9 of your direct testimony in 1X97-2 
(USPS-T-7), in which you stated that weight may have an impact on cost 
differences within Standard Mail (A) nonletters and that you analyzed (cost 
differences within the Carrier Route category because you were able to “isolate the 
cost driving effect of shape as opposed to weight” within that category. 
Conversely, in your direct testimony in R97-1 (USPS-T-26) (page 11, lines 16-17), 
you “combine[d] Regular and Enhanced Carrier Route as well as Regular Rate and 
Nonprofit costs and volumes for purposes of [your] analysis.” 

(a) Did you similarly control for the effect of weight for all Standard Mail 
(A) subclasses in your testimony in R97-I? 

PI If your answer to sub-part (a) is “no,” please explain why you did not 
control for weight and how this absence of control affects your 
analysis of shape-based cost differences between flats and parcels in 
R97-1. 

(c) If your answer to sub-part (a) is “yes,” please explain how you 
controlled for the effect of weight. 

RESPONSE 

a. 1 did not explicitly control for any potential “effect of weight”. 

b. There is very little evidence that weight per se has a significan’l impact on 

Standard Mail (A) parcel costs, particularly in the range of weights dkcussed 

I adopted the ‘combine[d]” approach I use in R97-1 because, as I state in my 

testimony, “My costs and volumes cover the same full range of pieces that 

witness Moeller’s surcharge will impact,’ While I completely believe in both the 

logic and validity of the ‘Carrier Route’ approach used in MC97-2, Enhanced 
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Carrier Route now comprises just 7.2 percent of Standard Mail (A) parcel volume 

(see Tables 1 and 2 of LR-H-108). 

If you are interested in a weight-equivalent analysis very similar to that presented 

in MC97-2, you’ can refer to the CD/ROM version of LR-H-108. See my response 

to DMA/USPS-T28-9. Please note that the cost difference between ~parcels and 

flats shown there for Enhanced Carrier Route only is almost twice as, high as that 

presented in,MC97-2. 

C. N/A 
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DMAIUSPST28-4. Please refer page 11, lines 5-8, of your direct testimony 
(USPS-T-28) and page 2 of LR-H-108 in which you state that Standard Mail (A) 
volumes by shape are “derived from the PermitIBravis system” which “recorded 
mailing statement information from each bulk mail transaction.” 

(4 

(b) 

(cl 

(d) 

Describe in detail how USPS expected mailers to distinguish between 
“ftats,” “IPPs,” and “parcels,” including without limitation the 
definitions of these categories that USPS expected mailers to employ, 
in filling out the mailing statements underlying LR-H-108. 

Please describe whether USPS checked the accuracy and reliability 
of shape designations on the mailing statement information 
un,derlying LR-H-108. 

Please describe whether any penalties or other conseqlJences were 
imposed on mailers who incorrectly classified IPPs as flats or flats as 
IPPs on the mailing statements underlying LR-H-108. 

Please describe all steps USPS has taken to determine that its 
information concerning the categorization of Standard (,A) nonletter 
mail as flats or non-flats is accurate and reliable. 

RESPONSE 

a. Please see my response to NDMSIUSPS-T28-3(a). 

b. It is my understanding that checking shape designations is standard practice 

upon acceptance and verification of the mailing. 

c., d. The only ‘consequences” I am aware of would be for the incorrect 

designation to be corrected upon verification and the appropriate preparation 

requirements applied. Additionally, there could be a rate implication since 

automation-compatible flats are limited to 3/4” in thickness. I am informed that 
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business mail acceptance clerks undergo a 120 hour Standard Mail Classification 

Training Program. They should be fully trained in how to distinguish parcels from 

flats 
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DMAUSPS-T28-5. Please confirm that there was no surcharge based on shape 
applicable to Standard (A) IPPs or parcels during FY 1996 If YOLI are unable to 
confirm, please describe in detail the nature of any such surcharge. 

RESPONSE 
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DMAIUSPS-T26-6. Please describe in a detailed narrative the nature of the 
activity underlying “mail processing costs” (C/S 3.la) separately for: 

(a) Carrier Route flats; 

(b) Carrier Route IPPs and parcels; 

(c) Bulk Rate Regular flats and 

(d) Bulk Rate Regular IPPs and parcels. 

RESPONSE 

a. - d. The type of activities that comprise Cost Segment 3.1, Mail Processing 

Costs, are fully described in the Summary Description of USPS Development of 

Costs By Segments and Components, Fiscal Year 1996 (LR-H-1, pages 3-1 

through 3-B). I am unaware of any separate description of current processing for 

each categonf. 
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DMA/USPS-T28-7. Please describe in a detailed narrative the nature of the 
activities underlying the carrier “in-office” labor and support costs (C/S 6.1 and 6.2) 
separately for: 

(a) Carrier Route flats; 

(b) Carrier Route IPPs and parcels; 

(c) Bulk Rate Regular flats; and 

(d) Bulk Rate Regular IPPs and parcels 

RESPONSE 

a. - d. The type of activities that comprise Cost Segments 6.1 and 6.2 are fully 

described in the Summary Description of USPS Development of Costs By 

Segments and Components, Fiscal Year 1996 (LR-H-1, pages 6-l through 6-6). I 

am unaware of any separate description of current processing for each category. 
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DMAIUSPS-T28-8. Please describe in a detailed narrative the natu,:e of the 
activities underlying the carrier “street” route, access, elemental load, other load 
and street support costs (C/S 7.1, 7.2, 7.3, 7.4, 7.5) separately for: 

(a) Carrier Route flats; 

(b) Carrier Route IPPs and parcels; 

(c) Bulk, Rate Regular flats; and 

(d) Bulk Rate Regular IPPs and parcels 

RESPONSE 

a. - d. The type of activities that comprise Cost Segments 7.1 through 7.5 are fully 

described in the Summary Description of USPS Development of Costs By 

Segments and Components, Fiscal Year 1996 (LR-H-1, pages 7-l through 7-14). I 

am unaware of any separate description of current processing for each category. 
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DMAIUSPS-T28-9. Please refer to Table 3 on pages 8 and 9 of LF!-H-108. Please 
provide similar tables for each of the subclasses of Standard Mail (.A) for FY 1996. 

RESPONSE 

Those results are provided in the CD/ROM version of LR-H-108. Look under 

ex-00001/sa96shp.xIs. Regular can be found on sheet ‘Broth’. Enhanced Carrier 

Route can be found on sheet ‘BrCrt’. Nonprofit can be found on sheet ‘NpOth’ 

Nonprofit Enhanced Carrier Route can be found on sheet ‘NpCrt’. ‘Though the 

tables say ‘1995”, they actually show FY 1996 data. The analysis was not done for 

Standard Mail (A) Single Piece 
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DMAIUSPS-T28-12. Ignoring mail characteristics related to depth of sort, depth of 
entry, and weight, are there characteristics of nonletter, nonflat pieces that would 
result in lower than average mail processing costs? Please respond in as much 
detail as possible. 

a. All else being equal, should the cost of processing a machinable 
nonletter, nonflat piece be lower than the cost of processing a 
nonmachinable nonletter, nonflat piece? Please explain your 
response fully. 

b. All else being equal, should the cost of processing a small (in volume) 
machinable nonletter, nonflat piece be lower than the cost of 
processing a large (in volume) machinable nonletter, nonflat piece? 
Please explain your response fully. 

C. All else being equal, should the cost of processing a sturdy 
machinable nonletter, nonflat piece be lower than the cost of 
processing ,a similar piece that is not sturdy? Please explain your 
response fully. 

RESPONSE 

Yes, if you mean the average mail processing costs of nonletter, nonflat pieces 

While we have not quantified the impacts, I believe there are characteristics that 

might result in lower than average costs within Standard Mail (A) nonletter, nonflat 

pieces. Among these are size (see response to (b) below) and damage resistance. 

a. Machinability is not a characteristic itself, but is the result of other physical 

characteristics of the piece. If one piece is defined as machinable and another is 

defined as nonmachinable, there would necessarily be different physical 
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characteristics for the two pieces and all else can not be equal. Therefore, I am 

unable to answer your question 

b. Confirmed. All else indeed being equal, including the exact processing path 

and the piece’s success in following that path, pieces with a lower cubic volume 

should, in general, incur lower mail processing costs than those with higher cubic 

volume. Please see my response to DMA/USPS-T28-16. 

C. However “sturdy” is defined, I am unaware of any data suggesting a clear 

relationship between sturdiness and processing costs. 
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DMAIUSPS-T28-13. Please confirm that the analysis presented in your direct 
testimony does not rule out the possibility that an individual nonletter, nonflat piece 
in a specific rate category could have the same unit attributable cost as all flats in 
that rate category. 

RESPONSE 

Confirmed that the analysis in my direct testimony does not rule out the possibility 

that an individual nonletter, nonflat piece might conceivably cost the same as the 

average unit attributable cost of flats for that rate category 
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DMAIUSPS-T28-14. Please confirm that the analysis presented in your testimony 
does not rule out the possibility that a specific type of nonletter, nonflat pieces in a 
specific rate category could have the same unit attributable cost a:s all flats in that 
rate category 

RESPONSE 

My testimony does not rule out the remote possibility that some small segment of 

nonletter, nonflat pieces in a specific rate category could have the same unit 

attributable c,osts as the average of all flats in that rate category ‘The Parcel 

Characteristics Study results in LR-PCR-38 show a number of segments of 

nonletter, nonflat pieces. It appears extremely unlikely that any of those segments 

could have the same unit costs as the average of all flats even if one looks only at 

the average cubic volume per piece. 
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DMAIUSPS-T28-15. Please refer to page 11, line 10, of your direct testimony 
where you state that “[sleveral studies supply additional data as necessary.” 
Please summarize and produce (as a library reference) the studies to which you 
referred. 

RESPONSE 

Please see my response to NDMSIUSPST28-4 
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DMAIUSPS-T28-17. Please refer to page 11. lines 16-17, of your direct testimony 
in which you state that you “combine(d] Regular and Enhanced Carrier Route as 
well as Regular Rate and Nonprofit costs and volumes” for your analysis. Please 
clarify what types of mail are included in your “Regular Rate” category if different 
than Standard (A) Regular mail. 

RESPONSE 

Please see my response to PSAAJSPS-28-2(a) 
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DMAIUSPS-T28-16. Please confirm that, other than the study filed as LR-PCR-50 
in MC97-2 and the studies referenced in your direct testimony in R97-1 regarding 
weight, depth of sort and depth of entry, the Postal Service has not performed any 
studies of the cost-causing characteristics of nonletter, nonflat pieces. If not 
confirmed, please summarize and produce (as a library reference) such studies. 

RESPONSE 

Confirmed. The sources you cite are the only “studies” per se I am aware of 

referring directly to Standard Mail (A) nonletter. nonflat pieces. There are, 

however, other data sources available describing the cost-causing characteristics 

of parcels in general. For example, see the direct testimony of witrless Mayes 

(USPS-T-37, pages 12 through 14) for a discussion of the impact of cubic volume 

on mail processing and transportation costs 



2195 

U S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF TH!E 

DIRECT MARKETING ASSOCIATION, INC. 

DMA/USPS-T28-18. Please refer to your response to DMAIUSPS-T284. Please 
provide the percentage of mailing statements that were “corrected upon 
verification” and the reasons that such statements were corrected. 

RESPONSE 

I have no data to answer your question nor do I believe it is available 
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NDMSIUSPS-T28-1. 

a. 

b. 

:: 
f. 

9. 

Please refer to your testimony at page IO, where you refer to LR,-H-108. 

Did you prepare, or participate in any way in the preparation of, the study 
contained in LR-H-108? 
Unless your answer to preceding part (a) is an unqualified negative, please 
describe your role with respect to preparation and conduct of the study contained 
in LR-H-108. 
Are you sponsoring the study contained in LR-H-108? 
Please indicate whether any other witness in this docket is sponsoring LR-H-108. 
The study in LR-H-108 is undated. When did Christensen Associates submit the 
final report that has been submitted as LR-H-108? 
Under terms of the contract for LR-H-108. did the Postal Service designate a 
technical representative to oversee the study? If so, were you the Postal Service’s 
designated techical representative at any time during the term of this project. 

RESPONSE 

a. Yes. 

b. I personally supervised both the planning and conduct of the stuldies described in 

LR-H-108. I produced and/or assisted with the separate analyses to varying degrees. l 

completely reviewed the printed version of the library reference, other than the computer 

documentation. 

C.-d. As a library reference, it is my understanding that LR-H-108 is not sponsored by 

any witness. However, I have answered, and am available to answer further, questions 

about it. I understand that my responses can be entered into the record. 

f. I do not agree that the ‘study’ is undated. It is clearly explained that the analysis is 

based on 1996 cost and volume data. See, for example, pages 2-3,6-9,1 l-17 as well as 

the data sources described. Christensen reproduced the final bound and printed copy 

and sent copies to postal headquarters the week of June 30, 1997. 
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NDMSIUSPS-T28-1. 

Please refer to your testimony at page 10, where you refer to LR-H-108. 

e. When did Christensen Associates commence the study in LR-H-1 08? 

RESPONSE 

e. The analyses provided in LR-H-108 commenced in April 1997 alnd use both costs 

and volumes from fiscal year 1996. The Standard’Mail (A) Bulk Parcel Characteristics 

Study field survey took place between April j996 and May 1996. 



~,...a. rva I HI ~TT\VICIL ““I I 1~~33 LllAKLtS L. C;KVM 

RESPONSE TO INTERROGATORIES OF NDMS 
2198 

g- One member of our department is designated the official Technic4 Representative 

for all contractual resources that we use and handles the administrative details as 

necessary. Although I am not that person, I oversaw all technical aspects of this project 

as described in my response to (b) above. 
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NDMSIUSPS-T28-2 

In Docket No. MC97-2, you submitted testimony concerning cost data to support a 
proposed surcharge for Standard A pieces that are neither letter- nor flat-shaped. Your 
testimony in that docket referred to Library Reference PCR-38. 
a. Other than the changes to the title page to designate the library reference in this 

docket, is the study submitted in this docket as LR-H-108 identical to the study in 
LR-PCR-38? 

b. Unless your answer is an unqualified affirmative, please describe how the study in 
LR-H-108 differs from that in LR-PCR-38? 

RESPONSE 

a. No. 

b. LR-H-108 uses 1996 costs and volumes, allocates Vehicle Service Driver costs 

based on ‘Cube’ as opposed to ‘Volume’, and incorporates the Postal Service’s new 

MODS-based cost pool/volume variability approach into mail processing. Also, LR-H-108 

presents all bulk Standard Mail (A) costs and volumes combined (Regular, Enhanced 

Carrier Route, Nonprofit, and Nonprofit Enhanced Carrier Route). 
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NDMSIUSPS-T283. 
Your testimony at page 10 presents FY 1996 volume shares for bulk Standard A 

letters, flats, and parcels (derived from Library Reference H-108). 

;: 
Describe in detail which pieces of mail are referred to as ‘parcels”. 
Identify all characteristics that distinguish parcels from flats. 

C. With respect to LR-H-108 and your testimony, are IPPs and ‘parcels” synonymous? 
Unless your answer is an unqualified affirmative, please explain all differences 
between the two. 

RESPONSE 

a. My overall definition of ‘parcels’ is based on the In-Office Cost System (IOCS) Field 

Operating Instructions Handbook F-45 (Docket No. MC96-3, LR-SSR-12) definitions. I 

have attached pages 94-95, 141-142 for your convenience. It is importarlt to note that for 

the purposes of my analysis, I do not mean to differentiate parcels from IPPs. Thus 

‘parcels’ in my testimony refers to all pieces within the IOCS-defined category of IPP 

Machinable, IPP Nonmachinable, Parcel Machinable, Parcel Outside. Specifically for 

volumes, data are entered into the Permit system based on the shape determination on 

the postage (mailing) statement; Postage (mailing) statements specifically reference the 

Domestic Mail Manual (DMM-C050). These two sources define parcels by identical 

criteria 

The Rural Carrier Cost System is unique and is the only source I am aware of that defines 

a flat versus a parcel by different dimensional criteria. I have attached the two relevant 

pages from the Rural Carrier Route Test Instructions Handbook F-56 (LR-H-25). Please 

notice that the definition of a flat (as opposed to a parcel) is generally broader for 

purposes of the Rural Carrier Cost System. This means that a higher proportion of costs 

are allocated to flats than to parcels (as the shapes are consistently defined above in 

every other data source) in my analysis. Since my source of volumes is as described 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 2201 

above, the analysis in LR-H-108, therefore, conservatively presents the Rural Carrier cost 

difference between flats and parcels in Standard Mail (A). 

b. Please see my response to (a) above. 

C. Yes. Please see my response to (a) above. 
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Identifying Parcels 

The numbers in parentheses refer to sections ol the Domestic Mail Manual (D,VlM) 

IPP (Irregular Parcels) Machinable 
\ 

Small, rectangular parcels, weighing 6 to 6 ounces with sufficient density lo all~x~ sorting by 
automatic parcel sorting equipment are considered machinable irregular parcels. 

IPP (Irregular Parcels) Nonmachinable 

Irregular parcels cannot be processed by bulk mail center (BMC) parcel sorter:s. Irregular 
parcels have one or more of the following characteristics: 

n Length-less than 6 inches. 

. Width-less than 3 inches. 

. Height/thickness-less than 0.25 inch. 

m Weight-less than 6 ounces (Exception: Pieces weighing belween 6 and 8 ounces are 
machinable if all sides are rectangular). 

=. Rolls and lubes up lo 26 inches long. 

. Unwrapped, paper-wrapped, or sleeved-wrapped arlicles not letter-size (DMM CO50.2) 
or flat-size (DMM CO50.3). 

= Merchandise samples nol individually addressed. 

m Articles enclosed in envelopes not l+ter-size (DMM CO50.2). flat-size (DMM CO50.3). or 
regular-(machinable) parcels (DMM CO50.4). 

Parcel-Machinable 

Machinable parcels can be processed by BMC parcel sorters. Machinable parcels meet the 
following minimum and maximum criteria and do not have characteristics that would make 

them flat-size (DMM CO~O.~), irregular parcels (DMM CO50.5). or outside parcels (DMM 

CO50.6). 

Minimum Criteria 

Length 6 in. 

Width 3 in. 

Heightrrhickness 0.25 in. 

Maximum Criteria 

34 in. 

17 in. 
17in. 

Weight 8 oz. 35 Ibs. 
cvrontinn. micros weighing between 6 and The maximum weigh1 Of a machinable 

., .__. J if all sides are (regular) carlon conlaining books or 
n~hw printed matter is 25 lb. 

Machinable Parcels 
Exhibit A-l 

. 
dbook~i?45. ‘January 1995 
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Nonmachinable Items I .; $*> 

The following items are considered nonmachinable: 

m Rolls-and tubes. 

n Paperwrapped or sleeve-wripped printed maller. 

9 Merchandise samples not individually addressed. 

9 Enveloped materials not reinforced wilh tape. 

n Articles not securely packaged. 

* Unpackaged articles. , 

PA6E ZoF 6 :,’ ei 

2203 
I 

Parcels-Outside 

Parcels considered outside parcels cannot be processed in postal sacks because of size, 
shape, density, container, or contents. Characteristics include: 

Length-greater than 34 inches. 

Widl,h-greater than 17 inches. 

HeighVThickness-gr?alerthan 17 inches. 

Weight-greater than 35 pounds. 

High density-parcels weighing more lhan 15 pounds and exerting more than 60 pounds 
per square fool pressure on their smallest side (e.g., melal castings, hardware, machine 
parls. auto parts, and similar heavy items) or cartons of books and other printed malter 
weighing more than 25 pounds (considered outside parcels). 

Liquids-the following: 

- Cartons containing more than 24 ounces of liquid in one or nwre glass 
containers. 

- Cartons containing 1 gallon or more of liquid in melal or plastic: containers. 

- Cans, paints. 

= Rolls and tubes greater than 26 inches in length. 

l Metal band-strapped boxes, metal boxes, and wood boxes. 

n Articles outside boxes or other containers. including tires. trailer hitches. exhaust pipes, 
shrubs, and frees. 

. Harmful matter and hazardous materials (DMM CO20 for mailability requirements). 

= Containers with all dimensions exceeding the minimum dimensions for a machinable 
(regular) parcel if their coefficient of fflclion or ability lo slide on a smooth, hard surface 
is not similar to lhat of a domeslic class fiberboard box of the same approximate size 
and weighl. 

, 
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Chapter 12 In-Uffice Cost System-Field Oplzraling Ins~ruclions 

a. L.etfer. Letter-shape mail consists Of pieces with the followir,g dimensions that 
do not fall within one of the card-shape categories listed in paragraphs b. c. d. 
e. and f belpw: 

b. Postal Card. This is a blank card sold by the USPS with a preprinted. 
precanceled postage stamp. 

c. Private Mailing Card. This is a private mailing card for the transmission of 
messages with postage or a permit imprint affixed. In the case of return 
postal/private mailing cards, do not mark short paidto indicate that a fee is due. 

d. USPS Form (Penalfy Indicia). This is a Poslal Service card that has the 
Postal Service indicia in the upper right corner of the address side and, 
generally, a form number that is printed in the lower left corner of the reverse 
side of the card. Forms 3611, Domesfic Relum Receipf (p&al card), and 
3811-A, Domes/k Return Receipf (after mailing), are considered USPS forms if 
they are found in the mailstream unattached lo a mailpiece. 

Note: If you are not cerlain the piece is a postal card, prival:e mailing card, or a 
USPS form, review the examples in the Handbook F-46, In-Office Cosf 
Sampling System-Maii ldenfificafion Examples. 

e. OtherAgency Card. This shape is q U.S. Government card that has “Postage 
and Fees Paid” indicia in the upper right corner On the address side of the card. 

1. Oversized Card. This is a privately printed mailing card larger than 4% inches 
by 6 inches If the employee is handling such a card, regardless of the mailer, 
enter Oversized Card in Question 22. 

g. Flat. Flat-shape mail is unwrapped, paper-wrapped, sleeve-wrapped, and 
enveloped matter that exceeds one or more of the maximum dimensions for 
letter-size mail but that does not exceed any of the maximum dimensions for 
flat-size mail. 

94 Handbook F-45, January 1995 



In-Office Cost system-Field Operating InstruCtiOnS Chapter12 2205 

Minimm Size 

1 
12-31 

h. IPP Machinable, IPP Nonmachinable, Parcel Machinable, Parcel Outside. 
These four shapes are listed in Oueslion 22. Do no(delermine which of these 
shapes to mark by the way a parcel is being handled. Instead, apply the criteria 
of length. width, height/thickness, and weight. See Appendix A. Definitions. 

i. Keys and ldenfificafion /ferns. These articles are often considered 
nonmachinable IPPs. However, for the In-Office Cost Syslem, they are 
specifically identified. 

j. Defached Address Card-Parent Piece Unidentifiable. Enter this item if the 
employee is handling a detached address card and the parent piece is not 
accompanying the card, or it is no, possible lo identify lhe parer-l: piece. 

Note: Definitions for the shapes of mail can be accessed on the computer by 
pressing the <Fi> key. 

If you enter item A, B. C, D, E, or Fin Oueslion 22. you are asked if the mailpiece is 
Aufomafion Compafible. Automation Compatibility must be determined by using 
the current version of the Aufomafion Compafibilily .8 Mai/ Dimensions Sfandards 
Templaf&O,CS/RP~ 

‘SHAPE - SINGLE PI&E 

A. 

B. 

C. 

D. 
E. 
F. 
G. 
H. 
I. 
J. 
K. 
L. 
M. 

Letter 
Postal Card 
Private Mailing Card 
USPS Form (Penalty Indicia) 
Other Agency Card 
Oversized Card 
Flat 
IPP Machinable 
IPP Nonmachinable 
Parcel Machinable 
Parcel Outside 
Keys and Identification Items 
Detached Address Card - Parent 

Piece Unidentifiable 

Template MUST BE USED to 
determine Automation Compatibility 

Automation Compatible? 
(YIN) I I 

Is there a RBCS ID on 
the back of the piece? 
IYIN I I 

.? . 
., 

7.-- - 
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Rural Carrier Route Test Instructions -- Appendix A kE 5 

of 6 
Appendix A - Identifying Shapes, Types, and 

Classes of Mail 

A. Identifying Shapes and Types of Mail 

1. Shapes and Types. Six shapes and types of mail are distinguished in the rural 
carrier mail count. ‘Letter-size,” ‘flat-size,” and ‘parcels” relate to shapes. 
‘Boxholder,” ” accountable,” and “postage due” relate to types. Each of these 
shapes and types is used during national and special mail counts in evaluating 
rural routes. 

2. Different Definitions. Please note that shapes identified in Handbook PO-603, 
Rural Carrier Duties and Responsibilities, are significantly different from the 
Domestic Mail Manual definition of shapes used in the City Carrier Cost 
System. 

3. Template. Use the Carrier Cost System Rural Carrier RouteTemplate (referred 
to as rural carrier route template in this handbook) to identify the shape of 
mailpieces. The template is printed with the measurements of eac:h shape of 
mail and can help you determine whether the piece is a letter, flat, or parcel. 
In addition to the original large yellow model, the template exists as a facsimile 
in the rural carrier data entry program and is printed on Form 2849. 

4. Special Count of Mail. If you are uncertain about the shape of a piece when 
using these definitions, count the item as it would be counted during the 
annual Special Count of Mail on select rural routes. The carrier or postmaster 
can tell you how a mailpiece was counted during the national count. 

5. OBSS Case. The OBSS case (One-Bundle, Sliding-Shelf) adcls another 
dimension to the counting of mail. All mail for a stop is caseId together 
without regard to size or shape. Shapes of mail in OBSS cases follow the 
same general rules. However, the mail may have to be separated into letters, 
flats, and parcels for each selected stop before recording the numbe:r of pieces 
by shape. The definitions of these shapes and types of mail are also the same 
as for the national Special Count of Mail. 

6. Definitions. Not Delivery Point Sequenced (DPS) Route. 

a. 

b. 

Letter-ShapeMail. This consists of ordinary letters, cards, newsletter-type 
mail, and circulars, 5 inches or less wide and 3/8 inch or less thick, which 
can be cased in the separations of the carrier case. Small mag,azines and 
small catalogs 5 inches or less wide and 3/8 inch or less thick are 
included. 

Flat-Shaped Mail. This mail cons&ts of newspapers, magazines, catalogs, 
rolls, and other pieces exceeding letter-size dimensions that can be cased 
for delivery. Any mailpiece that exceeds the 5-inch maximum width of a 
letter must be rec,otded as flat-shaped mail. Do not in&de items 
specifically referen&. the definition of parcels. 

’ ” 
-- 
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c. Parcel-Shaped Mail. This mail consrsts of any article that exceeds any one 

of the following dimensions: 5 inches high, 18 inches long, and l-9/1 6 
inches wide. . 

d. Example: Record a rigid article that measures 4 inches by 15 inches by 
l-3/4 inches (4” x 15’ x l-3/4’) as a parcel because the l-3/4 inch 
thickness exceeds the l-9/1 6 inch criteria. A rigid articles that measures 
5 inches by 18 inches by l-9/1 6 inches would be recorded as a flat 
because none of the dimensions exceeds the stated criteria. This includes 
articles properly prepared and endorsed ‘Do Not Fold or Bend.’ In 
addition, any nonrigid article that cannot fit in the letter or flat separations 
(where flat separations are used) with other mail is considered a parcel. 
The carrier has the option of handling odd size articles either with flat mail 
or separately regardless of how it is credited in the rural route count. 
Record the piece as it is credited in the rural route coul-tt. Each direct 
bundle distributed and tied out at the mail distribution cases is counted as 
a parcel. Direct bundles tied out at the carrier’s case are not counted as 
parcels. 

7. Definition. Delivery Point Sequenced (DPS) Route. Same as; above, except 
widths are 6-l 18 inches for the maximum letter and minimum flat dimension. ’ 

8. Parcels. Only parcels taken out for delivery for the first time are included in 
the count. A notice of attempt to deliver a parcel, delivered in place of a 
parcel, is counted as the parcel. Record the notice under the same class as 
the parcel. 

9. Identifying and Comparing Shapes and Types of Mail 
‘. 

a. Maximum Sizes. These’maximums for rural carriers deviate from the 
DMM maximums for letter-shape mail of 1 l-112 inches~for length, 6-l/8 
inches for width (or ‘height”) and l/4 inch for thickness. It is particularly 
important to note that the maximum width for a rural route letter is 
5 inches rather than the DMM standard of 6-l/8 inches. Hence, letter- 
shape mail more than 5 inches wide must be recorded as flat-shaped mail 
on rural routes. It is important that the 5-inch width dividing line between 
letters and flats be recognized because the Carrier Cost S’ystem data are 
used to allocate costs to classes and subclasses in conjui3ction with the 
Special Count of Mail on rural routes in which the maximums listed above 
(i.e., 18 inches, 5 inches, and 3/S inch) are used rather than the DMM 
maximums. (DMM CO5Oj 

b. Boxholder 

(11 Definition. Boxholder consists of a mailing scheduled for delivery to 
each stop or possible box and to each post office box on a route. 
The individual name and street’address or post office box number 
may be omitted under the simplified address forma,t for boxholder 
mail. This omission is also true for official ma’tter mailed by 
government agencies (federal, state, county, or municipal) as 
described in DMM E215.1.2. 
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U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 2208 

NDMSIUSPST28-4. 

Your testimony at page 11 states that ‘[sleveral studies supply adlditional data as 
necessary.” Please identify all other studies that supplied additional data, and provide 
references to the data that were utilized from each other study which you identify. 

RESPONSE 

The Standard Mail (A) Bulk Parcel Characteristics Study is described in Appendix C of 

LR-PCR38. The Density Study is described in Docket No. MC95-1, LR,-MCR-13. These 

studies are used to provide the density (pounds/cubic foot) of Bulk Stanldard Mail (A). 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 2209 

NDMSIUSPS-T28-5. 

a. 

b. 
C. 

Does the Postal Service have a definition of an IPP in terms of length, height, 
weight, shape etc.? If so, please provide. 
What distinguishes an IPP from a parcel (i.e., a piece that is a non-letter, non-flat)? 
Are IPPs ever machinable? On what machines? Please supply iall cost data 
available that show the cost of processing (i) machinable IPPs versus the cost of 
processing (ii) nonmachinable IPPS, or (iii) machinable small parcels versus (iv) 
nonmachinable small parcels. 

RESPONSE 

a. Yes. Please see my response to NDMSIUSPS-T28-3(a). 

b. Please see my response to NDMSIUSPS-T28-3(a) 

C. Yes. Parcel sorting machines and Small Parcel and Bundle Sorters. (i) and (ii) 

Please refer to Docket No. MC97-2, LR-PCR-50. I am aware of no other cost data to 

answer your question as it relates to Standard Mail (A) parcels. 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 2210 

NDMSIUSPS-T28-6 

a. 

b. 

Please provide cross references between the components of the hardcopy version 
of LR-H-108 and all of the various directions and files within each directory found 
on the CD version of LR-H-108. 
For each individual file contained in the CD version of LR-H-108, please indicate 
the program (including the version of the program) that was used to generate the 
file (e.g., Excel 5.0, WordPerfect 7.0., etc.) 

RESPONSE 

The attached pages describe the contents of the CD/ROM tiles for LR-H-108. Please 

note that not all the files have a direct cos! reference to the hard-copy version of LR-H- 

108. As discussed in Appendix A, many of the files were developed on a UNIX system 

using the FORTRAN programming language. For this reason, several of these files will 

not be accessible through standard PC word processing or spreadsheet software 

programs. 
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ATTACHMENT TO RESPONSE TO NDMSIUSPS-T26-6 

PAGE 1 

The directory “EXCEL” stores the Excel 7.0 spreadsheets which contain the 
analyses presented in the library reference. 

File - Input File 
Includes 

Tables Mrom LR-H-1081 

1 cstbyshp.xls LR-H-106 Data 
2 dlvcst96.xls CRA Workpapers 
3 estsan96.xls est3np.csv. est3np-w.csv 
4 estsar96.xls estjrd.wv, eti3rd-w.csv 
5 iosp196.xls CRA Workpapen 
6 sa96shpxls All other spreadsheets 
7 stda96.xls estsar96,xls, estsan96.xls 

Table 5, Table 6 

Table 4 
Table 3. Table 7 

Table 1, 2, A-l - A-4 
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ATTACHMENT TO RESPONSE TO NDMSIUSPS-T28-6 

PAGE 2 

The following programs are located in the directory “PROGRAMS” on the CD/ROM. They were all 
created by the UNIX program editor “emacs”. Files with an .f extension are Fortran source code, tiles 
with an .sm extension are DGUX sort/merge source codes, and the remaining files are either Kom 
shell or C shell scripts. 
These files are documented in Appendix A of the hard-copy version of LR-H-108. 

Unix Program Name CD-ROM Name 

1 proctape.pmt 
2 breakout.new 
3 pipare.sm 
4 unpackpi-tdt.f 
5 sorttmpsm 
6 reverreg-tdt.f 
7 sorttm.sm 
8 permitbyap.f 
9 doextract 

10 revaccts-byap.f 
11 strata-dan.f 
12 pmtstrata.f 
13 brvstrata.f 
14 pmtzcat-3rd 
15 bin3rd96.f 
16 check3rd.f 
17 pmtzcat-stda 
18 bin-stda.f 
19 check-stda.f 
20 bravzcat 
21 ro1lbrv.f (regular rate) rol1brv.f 
22 check3rdb.f chk3rdb.f 
23 wg-3rd-rol1.f wrol13d.f 
24 permit.h permit.h 
25 permit-read.h p-read.h 
26 wgt-std-rol1.f wr0llst.f 
27 permit_stda.h pstda.h 
28 permit-read-stda.h pstda-rd.h 
29 est3rd96.f est3rd96.f 
30 esl3rd96-w.f esl3rd-w.f 
31 pmtzcat-3np zcat-3np 
32 bin3np96.f bin3np96.f 
33 check3np.f check3np.f 
34 bravzcat bramcat 
35 ro1lbrv.f (nonprofit rate) ro1brvnp.f 
36 wi-cat tiQ.al 
37 weight-roll-np.f wrinp.f 
38 est3np.f est3np.f 
39 est3np-w.f est3np-w.f 

proctape.pml 
breakout.new 
pipare.sm 
unpackpi.f 
sorttmp.sm 
reverreg.f 
sorltmsm 
perbyap.f 
doextracl 
revacc.f 
strata.f 
pstr.f 
bstr.f 
zcat-3rd 
bin3rd96.f 
check3rd.f 

_ zcat-tid 
bin-stda.f 
chkstd.f 
bravzcat 

. 

Program 
Documentation 

at 

A-6 
A-6 
A-6 
A-6 
A-6 
A-7 
A-7 
A-7 
A-8 
A-8 
A-8 
A-9 
A-9 

A-11 
A-11 
A-II 
A-11 
A-II 
A-11 
A-12 
A-12 
A-12 
A-12 
A-12 
A-12 
A-12 
A-14 
A-15 
A-14 
A-15 
A-16 
A-16 
A-16 
A-16 
A-l 6. 
A-16 
A-17 
A-17 
A-17 

Source 
Code 

m 

A-20 
A-25 
A-26 
A-27 
A-30 
A-31 
A-33 
A-34 
A-38 
A-40 
A-44 
A-47 
A-49 
A-51 
A-52 
A-59 
A-65 
A-67 
A-74 
A-82 
A-83 
A-90 
A-96 

A-100 
A-101 

A- 
A- 
A- 

A-l 02 
A-112 
A-122 
A-123 
A-130 
A-137. 
A-138 
A-152 
A-153 
A-159 
A-168 

Created by 

emacs 
emacs 
emacs 
emacs 
emacs 
emacs 
emacs 
emacs 
emacs 
emacs 
emacs 
emac5 
emacs 
emacs 
emac5 
emacs 
emacs 
emacs 
emacs 
emacs 
emac5 
emacs 
emacs 
emacs 
emacs 
emac5 
emacs 
emacs 
emacs 
emacs 
emacs 
emacs 
emacs 
emac5 
emacs 
emacs 
emac5 
emac5 
emacs 



ATTACHMENT TO RESPONSE TO NDMSIUSPS-T28-6 

The following files are stored in directory “MAPS”. They are information files used by the 
programs documented in Appendix A. 

Unix File Name 

1 finno.pmt (regular rate) 
2 finno.bw (regular rate) 
3 finno.pmt (nonprofit) 
4 tinno.brv (non profit) 
5 finstrata-date.pmt (regular rate) 
6 finstrata.brv(regular rate) 
7 finstrata-date.pmt (nonprofit) 
6 finstrata.brv(nonprofit) 
9 vip3rd.96 
10 vlpstda96.dat 
11 errorzodes 
12 vip96inf.pm 
13 vip3np.96 
14 finsbyap.all (regular rate) . 
15 finsbyap.all (nonprofit) 

CD-ROM Name 

finnor.pmt 
finnor.brv 
finnon.pmt 
finnon.brv 
fIndt.pnt 
finst.bw 
finstnp.pmt 
findnp.brv. 
vip3rd.96 
vipstda96.dat 
error.& 
vip96inf.pm 
vip3np.96 
finsbyap.all 
finsbynp.all 

Creating 
Program 
m 

-NA- 
-NA- 
-NA- 
-NA- 
A-9 
A-9 
A-9 
A-9 
-NA- 
-NA- 
-NA- 
-NA- 
-NA- 
-NA- 
-NA- 

Created by 

emacs 
emacs 
emacs 
emac5 

pmtstra1a.f 
brvstrata.f 
pmtstrata.f 
brvstrata.f 

emack 
emacs 
emacs 
emacs 
emacs 
emacs 
emacs 
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PAGE 3 

ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 

. v 
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ATTACHMENT TO RESPONSE TO NDMSIUSPS-T28-6 

PAGE 4 

The following files are in directory “DATA”. These are the raw transaction files of PERMIT 
and BRAVlS data. They are stored in “gzip” format, which is a standard UNIX compression format. 
The Microsofl utility “Winzip” is able to w-compress these tiles. 

Creating 
Program 

Unix File Name CD-ROM Name &&gg Created by m 

1 permit.3rd.’ p3rd.’ A-7 permitbyap.f gzip 
2 permiL3np.’ p3np: A-7 permitbyap.f gzip 
3 bravis3rd.’ b3rd: -NA-” -NA- wip 
4 bravis.3np.’ b3np.’ -NA- -NA- gzip 

where’is01 02 ___ 13 I 1 

--The BRAVIS tiles are simply the linked versions of diskette tiles used to produce 
the volume data. 
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ATTACHMENT TO RESPONSE TO NDMSIUSPS-T28-6 

PAGE 5 

The following files are in directory “OUTPUT”. These are tiles created by Fortran programs 
!ha! are either used by other programs or imported into Excel for creation of tables. 

Unix File Name CD-ROM Name 

1 strata.,4141 1 
2 strata.41414 
3 est3rd.c-w 
4 est3rd.control 
5 est3rd-w.csv 
6 es13np96csv 
7 est3np.control 
a esi3np-w.csv 

strata.41 1 
strata.414 
est3rd.csv 
est3rd.cnt 
est3rd-w.csv 
est3np96.csv 
est3np.cnt 
esl3np-w.csv 

Creating 
Program 
&&pg 

A-9 
A-9 

A-14 
A-l 4 
A-15 
A-17 
A-17 
A-18 

Created by 

strata-dan.f 
strata-dan.f 
est3rd96.f 
est3rd96.f 

est3rd96-w.f 
est3np96.f 
est3np96.f 

est3np96-w.f 

ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 
ascii 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRlJM 
RESPONSE TO INTERROGATORIES OF NDMS 

2216 

NDMSIUSPS-T28-7. 
Did you make any effort to compute separately the cost of Standard A Regular Rate ECR 
parcels and ECR fiats? If so, please provide those results, and show the computation 
used to derive those results. If not, please explain why you made such a computation in 
your testimony in Docket No. MC97-2, USPS-T-7, but did not feel that it was necessary in 
this docket. 

RESPONSE 

Yes. Those results are provided in the CD/ROM version of LR-H-108. Look under 

ex-OOOOl/sa96shp.xls, sheet ‘BrCrt’. Though the table says “1995”, it iactually shows FY 

1996 data. 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 

2217 

NDMSIUSPS-T28-8. 
Are the costs shown in Table 3 of LR-H-108 for Regular Rate arld Nonprofit Rate 

combined? 

RESPONSE 

Yes. Please see my testimony at page 11, lines 15 and 16 or Table 3, page 2, 

Distribution Keys, Volume of Mail, Source, Table 2. 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 
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NDMSIUSPS-T28-9. 
LR-H-108 states (p. 2) that “the mailing statement includes the shape .._ and weight 

by detailed rate category of mail.” 

Z: 
Provide a copy of a blank mailing statement, 
Please explain all ways in which the mailing statement distinguishes between 
Standard A parcels and flats. 

C. How does the mailing statement distinguish between an 8-ounce flat and an 8- 
ounce non-flat (i.e., a “parcel”)? 

d. Suppose envelopes with height 7” and length 9-112” contained photographic prints 
with thickness that varied between 3/4 ” and 1” thick. How would such envelopes 
be recorded on a mailing statement? In the survey conducted for LR-H-108, would 
such envelopes be classified as flats or parcels? 

e. How would 7” x 9-l/2” envelopes containing 1 to 3 rolls of film be recorded on a 
mailing statement? In the survey conducted for LR-H-108, would such envelopes 
be classified as flats or parcels? 

f. Suppose a Standard A bulk mailing consists of non-identical 7” x 9-112” envelopes 
(i.e., varying weight and thickness). Assume some envelopes are less than 3/4” 
thick while others exceed 3/4” thick. In the survey conducted for LR-H-108, would 
such pieces be recorded as flats or parcels? 

RESPONSE 

a. Mailing (postage) statements can be found on the U.S. Postal Service web site 

(www.usps.gov/busctr/welcome.htm, “print-on-demand forms”). I have printed and 

attached a copy of one for your convenience. - 

b. Please see my response to NDMSIUSPS-T28-3(a). 

C. Please see my response to NDMSIUSPS-T28-3(a). 

d. Please see my response to NDMSIUSPS-T28-3(a). According to the DMM 

definition, all pieces of mail with a thickness exceeding 314” are to be classified as 

parcels. 

e. I do not know the weight or dimensional characteristics of an envelope containing 

between one and three rolls of film. The data in LR-H-108 defines pieces as flats or 

parcels based on the sources described in my response to NDMSIUSPS-T28-3(a). 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 
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Response to NDMSIUSPS-T28-9 continued Revised 
8127197 

f. Assuming you are referring to the analysis presented in LR-H-108 and not the 

survey referred to in LR-H-108 and supplied as LR-PCR-50, they would be classified as 

flats and parcels based on the Processing Category checked on the Postage (mailing) 

statement. Also, according to the DMM, flats and parcels have different preparation 

requirements, making your hypothetical situation appear unlikely, 

The situation you describe may indeed occur, but it is my understanding that the volume 

proportion is usually either heavily weighted towards pieces over 314” in thickness or 

pieces under 3/4” in thickness. The clerk confirms the processing caltegory based on the 

majority of the volume in the mailing 
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NDMSlUSPS-T28-10. 
With respect to the study in LR-H-108, please describe all edit programs and other 

checks used to assure that parcels were not mis-recorded as flats, and vice-versa. 

RESPONSE 

The analysis in LR-H-108 itself does not contain any “edit programs” as such. 
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NDMSIUSPS-T28-1 I. 
Please refer to LR-H-108, at the table showing FY 1996.Bulk Standard Mail (A) costs by 
shape. The costs shown under Cost Segment 3. la, Mail Processing1 Variable with 
Piggyback, are sourced to LR-H-106. Please provide precise citations to the page, row 
and column(s) in LR-H-106 where the mail processing costs for letters (1,692,471), flats 
(1,417,869) and IPPs 8 Parcels (278,593) can be found. 

RESPONSE 

The costs you cite from LR-H-108 can not be directly pulled from LR-H-106, but can be 

calculated from the data provided there. Base Year 1996 “Mail Processing Variable 

(costs) w/Pigbk” from LR-H-108 are found by multiplying the ‘Adjusted Costs’ of each cost 

pool in the four sub-categories for each shape by both the respective ‘Premium Pay 

Factor’ and the respective ‘Piggyback Factor’ and then summing the products across the 

four subclasses by shape in bulk Standard Mail (A), 

‘Adjusted Costs’ is a grouping of mail processing costs by cost pool for each shape and 

subclass in bulk Standard Mail (A). ‘Premium Pay Factor’ is a single number for each 

subclass in Standard Mail (A). ‘Piggyback Factor’ is a group of numbers with one for each 

cost pool. 

The adjusted costs can be found in LR-H-106 at the following locations: 

3rd nPrf 3rd nPrf 3rd Reg 
Shape Sheet &gg Cat-r-Rt Other Carr-Rt 

Letters ‘Adj. Letter’ II-2 112-156 Jl2-J56 K12-K56 

Flats ‘Adj. Flat& Ill-2 112-156 Jl2-J56 Kl2-K56 

Parcels ‘Adj. Parcelcst’ IV-2 112-157 512-557 Kl2-K57 

3rd Rg 
mu 

Ll2-L56 

Ll2-L56 

L12-L57 
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The premium pay factors can be found in the spreadsheet CSTSHAPE.xls included in LR- 

H-196 on sheet ‘PremPay’, cells Il4-L14. 

The piggyback factors can be found in LR-H-106 on page VI-2 and on sheet ‘Pigbkfctrs’, 

cells Hl2-H57. 

Upon recalculating the mail processing costs, two very minor discrepancies were 

discovered. Letters should be $1,692,478 and flats should be $1,417,875. This obviously 

causes no change to any of my results derived from LR-H-108. 
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NDMSIUSPST28.12. 
Please refer to LR-H-106, page IV-5, and LR-H-108, pp. 6-7. As shown below, 

these two sources show different volumes for Standard A parcels. Please reconcile fully. 

LR-H-106 LR-H-108 
(Millions) (Thousands) 

3rd nPr Cr Rte 1 1,389 
3rd nPr Other 4s 42,360 

Subtotal 47 43,749 

3rd Reg Cr Rte 77 69,464 
3rd Reg Other 991 669,434 

l.oss 938,898 

Total 1,115 982,647 

RESPONSE 

LR-H-108 uses Base Year-1996 actual volumes to compare with Base Year 1996 actual 

costs. I make an adjustment to put the results in Test Year 1998 dollars. LR-H-106 uses 

the Test Year 1998 volume forecast. Since LR-H-108 and LR-H-106 are measuring two 

different sets of numbers and I do not use the Test Year 1998 volume fforecast shown in 

LR-H-106 in my analysis, it is not possible to reconcile these results. 
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NDMSIUSPS-T28-13. 
Please provide the source of the mail processing cost data in LR-H- 106 and 

explain how the data collection process distinguished between flats and parcels at the 
time the data were recorded and collected. 

RESPONSE 

“The total volume variable mail processing labor costs for the base year by rate category 

and by cost pool are developed in LR-H-146, part III.” (LR-H-106, Overview and 

Summary, page l-l). Flats and parcels are distinguished by the IOCS shape designation. 

Please see my response to NDMSIUSPS-T26-3(a) 
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NDMSIUSPS-T28-17. 

Please provide Base Year volumes, costs, and revenues for parcels in the 
following categories: 

Standard A Regular; 
Standard A ECR; 
Standard A Nonprofit Regular; and 
Standard A Nonprofit ECR 

RESPONSE 

a.d. Volume and revenue estimates can be found in the CD/ROM version of LR-H-108. 

Please look under ex-OOOO1/stda98.xls. Costs broken out the way you request can be 

found in the CD/ROM version at ex-OOOO1/sa98shp.xls (please note that a disk correcting 

a small error in the CD/ROM data is being filed today). Also see my response to 

DMA/USPS-T28-9. The parcel cost numbers listed are not meant to be a definitive 

statement of fiscal year 1996 costs, but are a conservatively calculated estimate produced 

for the purpose of preparing LR-H-108 and showing the cost differenlce between parcels 

and flats in Standard Mail (A). 
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NDMSIUSPS-T28-18 

Please refer to Table 3 on pages 8-9 of LR-H-108. Please provide similar data for FY 
1993, FY 1994, and Fy 1995, including costs by shape (as well as the other information 
provided in Table 3) for third-class bulk rate (i) letters, (ii) flats, and (iii) IPPs and parcels 

RESPONSE 

The information you request is attached. 
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U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 2235 

NDMSIUSPS-T28-19 

a. In this docket, USPS witness Seckar (USPS-T-26) presents extensive detailed data, 
including but not limited to MODS data, on the cost of processing non-letter-shaped 
pieces of mail. In your study of the effect of shape on processing costs, did you 
utilize any of witness Seckar’s data, or any similar data? If you did, please indicate 
all such data and explain what inferences you drew from such data. 

b. If you did not utilize any detailed ‘bottom-up” cost data of the type presented by 
witness Seckar (as well as witness Daniel), please explain why you did not consider 
the use of such data, and such bottom-up approach to costing issues, pertinent in 
this docket? 

C. Does the Postal Service have a cost model that is based on processing mail on the 
Small Parcel and Bundle Sorter (SPBS)? If so, please provide the unit cost for 
parcels sotied on an SPBS to (i) outgoing primary, (ii) outgoinig secondary, (iii) 
incoming primary, and (iv) incoming secondary. 

RESPONSE 

a. Witness Seckar actually presents “extensive detailed data” on the cost of processing 

flats, not nonletters. I did not base any of my testimony in this docket on data he presents. 

b. Witness Seckar develops piece distribution and bundle sorting models in order to 

estimate volume variable mail processing costs avoided by presorted and prebarcoded flat- 

shaped pieces. Such cost avoidances are not available from the standard MODS cost pool 

data, so they must be modeled. He then generally ties these modeled costs back to the 

available MODS cost pool/CRA data. Because the purpose of my anialysis is to support a 

simple, conservative surcharge, I did not need to develop costs separately by presort level, 

and thus, could directly use these CRA type costs, where available. Because of this, I do 

not believe witness Seckar’s (or witness Daniel’s) approach is any more ‘bottom-up” than 

mine. 
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C. I am not aware of any such cost model(s). 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 2237 

NDMSIUSPS-T28-20. 

a. Please describe in qualitative terms all critical respects in which manual processing 
of flats differs from manual processing of parcels. 

b. Explain how differences in the manual processing of parcels (vis-a-vis the manual 
processing of flats) result in cost differences between parcels and flats. 

RESPONSE 

a. Redirected to witness Moden. 

b. I do not have data to say how differences in the manual processing of parcels as 

compared to flats might result in cost differences between parcels and flats 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 2238 

NDMSIUSPS-T28-21. 

a. In your opinion, is machinability, including machine sortation to carrier route, an 
important characteristic in distinguishing between Standard A Regular non- 
automation pieces with a comparatively low unit cost and pieces with a somewhat 
higher unit cost? 

. 

b. Excluding those characteristics that cause a piece of Standard A Regular non- 
automation mail to be non-machinable, please describe all other characteristics that 
cause a difference in mail processing costs. Please exclude those characteristics 
that are already designed into the current rate structure, such as presortation and 
destination entry. 

RESPONSE 

a. In my opinion, DMMdefined machinability per se is not a very important 

characteristic in distinguishing between Standard Mail (A) parcels with a comparatively low 

total unit cost and pieces with a higher total unit cost. For Standard Mail (A) flats, my 

opinion is that machinability per se is of higher relative importance. For letters, my opinion 

is that machinability is of higher still relative importance. 

b. It is important to remember that ‘mail processing’ costs comprise far more than piece 

sonation, whether that be automated or manual (however they are separately defined). 

Cubic volume is one characteristic the Postal Service has identified as important in mail 

processing (and other) costs for parcels in particular. For example, see the direct testimony 

of witness Mayes (USPS-T-37, pages 12 through 14) for a discussion of the impact of cubic 

volume on parcel mail processing and transportation costs. While I am not prepared to fully 

comment on all shapes and all the other characteristics that may cause a difference in 

processing costs, address quality is certainly one that is important in parcels, flats, and 

letters. 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES OF NDMS 2239 

NDMSIUSPS-T29-23. 

For Base Year 1996 and Test Year 1998, what is the Postal Service’s best estimate 
of the unit cost of sorting Standard A Regular parcels manually for (i) outgoing primary, 
(ii) outgoing secondary, (iii) incoming primary, and (iv) incoming secondary? 

RESPONSE 

I have not developed any such data nor do I believe they are available. 
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NDMSIUSPS-T28-24. 

For Base Year 1996 and Test Year 1998, what is the Postal Service’s best estimate 
of the unit cost of sorting Standard A Regular flats manually for (i) outgoing primary, (ii) 
outgoing secondary, (iii) incoming primary, and (iv) incoming secondary? 

RESPONSE 

To the best of my knowledge, the only data available to answer your question can be found 

in LR-H-134, Section 4, page 16 (for example). 
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NDMSIUSPS-T28-25 

FY 1996 billing determinants indicate the volume of Standard A Regular ‘non-letters’ 
entered at the Basic Presort Rate without a barcode discount was 759,071,234 piece-rated, 
and 712,657,625 pound-rated. Of this total (1,471,728,859 pieces), how many, or what 
percent, were nonmachinable and had to be sorted manually? 

RESPONSE 

First, a flat defined as ‘nonmachinable’ will not necessarily be sorted manually. The FSM 

1090 is currently being deployed to help sort flats previously defined as nonmachinable. 

The most current data available estimate the proportion of nonmachinable Regular 

Standard Mail (A) non-automation flats to be 51.7 percent. The most current parcel data 

are described in my response to RIAAJJSPS-T28-2. 
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NDMSIUSPS-T26-26 

a. Why did you choose to abandon the use of carrier route (ECR) parcels as the proxy in 
calculating the cost differential between Standard A flats and parcels? 

b. Why did you prefer a cost differential that obviously does not control for differences in 
weight, and in fact reflects large differences in weight between flats and parcels? 

RESPONSE 

a.,b. I chose t,he methodology I use in this case because, as I state in my testimony, “My 

costs and volumes wver the same full range _.. of pieces that witness Moeller’s surcharge 

will impact.” While I completely believe in both the logic and validity d the ‘carrier route’ 

approach used in Docket No. MC97-2, Enhanced Carrier Route and Nonprofit Enhanced 

Carrier Route combined now comprise 7.2 percent of Bulk Standard Mail (A) parcel volume 

(see Tables 1 and 2 of LR-H-106). 

I have no data to show that weight per se has a significant impact on Standard Mail (A) 

parcel costs, particularly in the range of weights discussed. If you are interested in a 

weight-equivalent analysis similar to that presented in Docket No. MC97-2, you can refer to 

the CD/ROM version of LR-H-106. See my response to DMAIUSPS-T26-9. Please note 

that the unadjusted Base Year cost difference between parcels and flats shown there for 

Enhanced Carrier Route is $.391, or almost twice as high as that presented in Docket No. 

MC97-2, and almost four times the proposed surcharge. 
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PSAIUSPS-T28-1. 

(a) Is Library Reference H-108 which you cite in your testimony the 
same study as contained in Library Reference PCR-38 in Dockei. No. MC97-2? 

(b) Have there been any changes or updates to any of the data or 
methodologies used in PCR-38? 

(c) If the answer to (b) is anything other than an unqualified, “No,” 
please identify with specificity each such change or update. 

RESPONSE 

a. No. They are not identical 

b. Yes. 

C. Please see my response to NDMSIUSPS-T28-2(b). 

. 
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PSAIUSPS-28-2. You state (page 11) that you have combined “Regular and 
Enhanced Carrier Route as well as Regular Rate and Nonprofit costs and 
volumes” in your analysis. (a) Do you intend a difference between “Regular” and 
“Regular Rate” as used in the quoted language? (b) Are you able to segregate 
the costs and volumes for each category named? If the answer is in the 
affirmative, please supply the relevant volumes and costs for parcels and flats in 
each category. 

RESPONSE 

a. Yes. Regular and Enhanced Carrier Route are sublasses of bulk Standard 

Mail (A). Regular rate is a common way of differentiating between these and the 

two nonprofit subclasses. 

b. Yes. That information can be found in the CD/ROM version of LR-H-106. Look 

under ex-000011sa96shp.xIs. Though the tables say “1995”, they actually show FY 

1996 data. 
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PSNUSPS-T28-3. In your response to UPS/USPS-T-28-l 1 (b) and (c), you state 
that when a parcel is sorted to a fetter or flat case it is recorded in the carrier cost 
system as a letter or a flat, and not a parcel. You also say that you cannot 
confirm one way or the other whether treating those parcels in that manner in the 
carrier cost system will tend to understate parcel delivery costs. You also state 
that “parcels that can be cased with letters or flats are likely to be those that can 
be handled most easily in delivery.” 

(4 Does that response mean that it is likely that such parcels are less costly 
to handle, so far as that function is concerned, than parcels that cannot be cased with 
letters or flats? 

(b) When the cost of handling such parcels is charged to letters or flats, is it 
not also the case that that particular parcel is also counted in terms of pieces as a letter 
or a flat? 

(c) Would it not be the case that, if the responses to (a) and (b) are in the 
affirmative, this would actually tend to overstate the average cost of delivering parcels 
because the leavening effect of the less expensive parcels in the total parcel cost pool 
is eliminated by counting such less costly to handle parcels as flats, thereby overstating 
the average cost of parcel delivery because you have eliminated the less costly parcels 
from the calculation? 

RESPONSE 

a. Not necessarily. My response mentions potential ease of handling and not costs 

specifically. The fact that a given parcel may be cased with letters or flats does not 

necessarily mean it is handled as a letter or flat on the street. 

b. No. The volumes in my analysis do not come from the City Carrier Cost system. 

Please see my response to NDMSIUSPS-T28-3(a) 

C. The responses to (a) and (b) are not in the affirmative. 
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PSAIUSPS-1284. In your filed testimony in MC97-2 (page 6), you present the relative 
volume shares of letters, flats, and parcels, based on Table I of Library Reference 
PCR-36. In this proceeding you have stated the relative volume shares based on 
Tables I and 2 of Library Reference H-l 06. The data shows an increase in letters 
from 55% of the total to 56.4%, and a decline in flats from 43.5% to 40.1 %. Can you 
explain the basis for this significant shift in the shares of Standard Mail (A) from flats to 
lefters? 

RESPONSE 

Table I of both library references includes only commercial volumes while Table 2 of 

LR-H-I 06 includes nonprofit volumes. The analysis in Docket No. R97-I includes both 

commercial and nonprofit volumes (see for example my testimony at page I I, lines 5-6, 

16-17, or page 12, lines 20-22). By looking at the numbers in Table 2, you can see that 

nonprofit volumes are skewed far more towards letters than commercial.volumes 

partially resulting in the different proportions that you see. Also, LR-M-108 uses 1996 

volumes while LR-PCR-36 uses 1995 volumes. That is also well documented in both 

sets of testimony 
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PARCEL SHIPPERS ASSOCIATION 

PSPJUSPS-T28-5. Your filed testimony in MC97-2 (page 9) stated that attributable 
cost differences within Standard Mail (A) nonletters could be impacted by weight. You 
further said that you had discovered that Standard Mail (A) parcels and flats weigh very 
nearly the same within the carrier route category and you could ‘“thus, isolate the cost 
driving effect of shape as opposed to weight within that category.” 

(a) Please explain why, in the current proceeding, you have 
abandoned this approach of comparing carrier route flats and parcels of comparable 
weights and exchanged it for a comparison of all Standard (A) parcels and flats 
combined? 

@‘I Is your comparison in R97-1 testimony able to isolate the influence 
of weight on the reputed cost differences between parcels and flats, so that the 
difference can be attributed solely to the influence of shape? 

w On page 11 of your R97-1 testimony you list the FY ‘96 Standard 
Mail (A) costs by shape based on Library Reference H-108 Please also supply for the 
record FY ‘96 revenues per piece separately for parcels and flats. 

(4 On pages 11 and 12 of your testimony you extrapolate the FY ‘98 
Test Year cost differences per piece from the FY ‘96 costs per piece. Please also 
supply the revenues per piece separately for Standard (A) parcels and flats for the 
1998 Test Year. 

(e) You testify on page 11 of your testimony that “the degree of presort 
and depth of dropshipment can each have an impact on costs,” You proceed to adjust 
the parcels/flat cost difference to account for those effects. Since you have previously 
filed testimony that states that weight also has an impact on the parcel/flat cost 
differential, please explain why no attempt was made to adjust the differential for the 

. influence of weight? 

(0 Based on your own studies or your understanding of the study and 
analysis contained in Library Reference H-108, are you able categorically to state that 
the asserted cost differentials between parcels and flats are shaped-based cost 
differences as opposed to weight-based cost differences? If your answer is in the 
affirmative, please explain the basis for the answer and cite to data that supports the 
answer. 

RESPONSE 

a. Please see my response to DMAIUSPS-T28-3(b). 
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b. Please see my responses to PSPJUSPS-T28-5 (e) and (f). 

C. The revenues you ask for can be found on the CD/ROM version of LR-H-108 

Please look under ex-OOOOl/stda~.xls. 

d. For the cost differences, I use a simple test year/base year wage rate adjustment 

factor to move costs to the test year. This methodology does not apply for revenues, 

Test year revenue per piece figures are not calculated at this level of detail. Such 

figures could possibly be estimated using any number of different approaches. Each of 

these approaches would necessarily involve a number of assumptions that would 

potentially question the accuracy of such estimates. The data supplied by the Postal 

Service in Docket No. R97-1 does not include such estimates because they are not 

required. The data one might need to rely on can be found primarily in the CD/ROM 

version of LR-H-108. 

e. I have not “previously filed testimony that states that weight also has an impact 

on the parcel/flat cost differential”. I believe my strongest statement relating to that 

said that “weight .._ could have an impact (on costs) as well”. I have no data to show 

that weight, in and of itself, has a significant impact on Standard MaiE (A) parcel costs, 

particularly in the range of weights discussed. Also, given that the weight equivalent 

analysis (based on the carrier route numbers) produces a cost difference which is four 

times greater than the proposed 10 cent surcharge, I did not believe it was necessary 

to explicitly adjust for any potential effect of weight. 

f. Based on my analysis, I believe that the parcel/fiat cost differential in my 

testimony is essentially shape-based. I can not categorically state that there are no 
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weight-based cast differences, however, I do believe any effects of weight per se are 

minimal. 

. 
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RIAAAJSPS-T28-1. The costing methodology you used in Standard (A) mail to 
estimate the difference in cost between flats and parcels combines costs and 
volumes across rate categories and between Regular Subclass and the ECR 
Subclass. 

a. Please confirm that the cost basis for the 10 cents surcharge is based on 
the averaging across rate categories and between subclasses. 

b. Please confirm that implicit in this averaging is the assumption that the 
cost differences do not vary significantly across rate categories or between 
subclasses. 

C. If your response to part b is affirmative, please give citations to evidence 
that will support this assumption. 

d. If your response to part b is negative, please explain how you justify the 
use of averaging. 

RESPONSE 

a. The analysis described in my direct testimony combines cost data from all 

four subclasses of Bulk Standard Mail (A) 

b. Not confirmed. Implicit in this analysis is the understanding that the cost 

difference between parcels and flats in each subclass substantially exceeds the 

proposed surcharge. 

C. N/A 

d. Please see my response to (b) above. The CD/ROM version of LR-H-108 

(with the tiny correction filed on September 18, 1997) shows that the unadjusted 

Base Year parcel/flat cost difference is almost 3-112 times the proposed 

surcharge for the subclass with the smallest cost difference 
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RIAA/USPS-TZB-2. Please provide an estimate of the number (or percentage) 
of parcels in Standard (A) mail (subject to the 10 cents surcharge) that could be 
read by the current equipment if barcodes were applied to the parrfit 

RESPONSE 

The only basic data available that I am aware of to answer your question can be 

found in Table C-2 of LR-PCR-36, filed in Docket No. MC97-2. Based on that 

survey, 16.33 percent of Bulk Regular Carrier Route parcels are machinable as 

are 72.16 percent of Bulk Regular Other parcels. This is the maximum 

proportion that “could (physically) be read”. However, there is a substantial 

difference between “could be read” and will actually be read. First, no Carrier 

Route parcels should be piece sorted on any equipment because they are 

already presorted beyond the level that the Postal Service generally machine 

sorts parcels. A parcel presorted to 5digits will probably not be sorted for the 

same reason. Second, a parcel dropshipped past the Bulk Mail Center (BMC) 

will not go on the Parcel Sorting Machine where a bar code will be read. Third, it 

is my understanding that Standard Mail (A) parcels are sorted in a variety of 

different ways and may not always be sorted on the BMC Parcel Sorting 

Machine for reasons other than DMM defined machinability. 
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RIAAIUSPS-T28-3. In the process of your study of cost differences between 
flats and parcels, was any data collected or available on the effect of barcoding 
on the cost differences between parcels and flats? 

a. lf the answer is affirmative, please provide the data. 

b. If the answer is negative, why not? 

RESPONSE 

a. I am aware of no data concerning the effect of barcoding per se on the 

cost differences between parcels and flats. 

b. I did not specifically study that issue 

2252 
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RIWUSPS-T28-5. Please confirm that the questions and answers attached as 
Exhibit A were interrogatories put to and answered by you in MC97-2. 

a. Would your answers to those questions be the same today? 

b. If not, please provide the answers that you would give today. 

RESPONSE 

Confirmed 

a.,b. Yes, except for a small error I noticed in one part of one response. The 

corrected page of the attachment to the response to RIAAIUSPS-T7-1 from 

Docket No. MC97-2 is attached. Also, please note that questions 1 and 2 to 

which you refer ask for FY 1995 data while the Base Year for Docket No. R97-1 

is 1996. 
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t 5.071,947 
601.626 
912,470 

1.533.667 
522,216 
262,614 

51,659 
01,033 

169,676 
202,929 
115,293 
146,069 

306,916 
97.731 

395,410 

$ 8,603,461 
6,659.526 
l&76,515 

17,675.460 
0.729.425 
9.616.726 
6344,287 

11.375.922 
70325.453 
6,966,116 
4.655.692 
0,729.796 
5,54?,235 
9.914.540 
7,ia7.372 
49759.426 

Total 11.551.860 132,366.962 
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STANDARDMAlL(A)lPPShPARCELS 
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RESPONSE TO INTERROGATORIES 

OF UNITED PARCEL SERVICE 

UPS/USPS-T28-1. (a) Please confirm that “all DBMC mail is bulk accepted and avoids 
the single piece acceptance portion of window costs.” (USPS-T-28 at 1, line 25) If not 
confirmed, please explain. 

(b) Please confirm that your Exhibit A notes DBMC window service 
cost of $52,047. If not confirmed, please explain. 

(4 If all DMBC mail volume avoids window service costs, please 
explain why any window service costs (CS 3.2) are attributed to DBMC: volume. 

RESPONSE 

a. Confirmed 

b. Confirmed 

C. All DBMC mail volume does not avoid window service costs; it avoids the single 

piece acceptance portion of window service costs only. A small portion of window 

service costs are for pick-up of parcels at the delivery unit as opposed to acceptance at 

the originating post office. For example, a carrier might leave a Form 3849, popularly 

known as a “yellow slip”, in the customer’s mail receptacle and the customer then might 

come to the post office window to pick up the piece. I expect this happens equally in 

proportion to volume for DBMC parcels as for non-DBMC parcels. 
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UPS/USPS-T28-2. (a) Please confirm that your calculation of the volume of parcel 
post deposited upstream from the BMC/ASF assumes that the proportion of Inter-BMC 
volume deposited by mailers at BMCs has remained constant since FY 1989. If not 
confirmed, please explain. 

(b) Have any studies or other estimates using more recent data been 
performed to estimate the proportion of Inter-BMC volume deposited by mailers at 
BMCs? If so, produce all such studies. 

(cl Are there any qualitative estimates which might indicate whether 
mailers are depositing more or less Inter-BMC volume (as a percentage of total) at 
BMCs in years afler FY 1989 than during FY 1989? 

RESPONSE 

a. Not confirmed. In my Docket No. R97-1 testimony I use the results of 1996 

market research to esfimate the proportion of inter-BMC volume deposited by mailers at 

BMCs. Adding the ‘Currently OBMC entered’ volumes from USPS-T-37, Workpaper 

I.F., page 1 and dividing by the combination of OMAS and non-OMAS inter-BMC 

volumes on page 2 of the same workpaper yields the .043546 number in Appendix B of 

my testimony. 

b. Please see my response to (a) above. 

C. Please see my response to (a) above. 
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U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
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OF UNITED PARCEL SERVICE 

UPS/USPS-T28-3. Please explain exactly how OBMC pieces will be accepted at BMCs 
and how their processing will differ from the processing and handling of other inter- 
BMC parcels. 

RESPONSE 

Other than the containerization requirements, OBMC pieces will be accepted at BMCs 

in the same way as DBMC parcels are today. The containers will be crossdocked to 

the outbound dock for the particular destination BMC that they are going to. They will 

then be loaded onto a truck with the other outgoing inter-BMC parcels destinating at 

that particular BMC and transported. At the destination BMC, they will be treated the 

same as any other incoming inter-BMC parcel. Inter-BMC parcel processing is more 

fully described in the testimony of witness Daniel (USPS-T-29), 
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OF UNITED PARCEL SERVICE 

UPSIUSPST28-4. Please describe the criteria for the minimum number of pieces in a 
mailing to qualify for the OBMC discount. Include in your explanation whether the 
criteria apply to the OBMC mailing as a whole (@., need there be only 50 parcels 
total?), or whether the criteria apply to each of the destination BMCs in an OBMC 
mailing (&., must there be 50 parcels for each destination BMC?). Also include what 
criteria, if any, will be established with respect to the “fullness” of the container required 
for mail in an OBMC mailing. 

RESPONSE 

To be consistent with the regulations for DBMC bulk acceptance, the 50 piece minimum 

applies to the mailing as a whole. As stated in my testimony, my analysis assumes 

“that machinable pieces will be deposited in sufficiently (at least 75 percent) full large 

cardboard boxes often referred to as “gaylords” and that nonmachinable pieces will be 

deposited on sufficiently full pallets (at least 4 feet high).” Based on the conversion 

factors listed in Exhibit J of my testimony, this relates to an average of 104.5 

machinable pieces or 26.3 nonmachinable pieces per containerized BMC separation. It 

does not appear that the 50 pieces per mailing will be the limiting factor. 
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OF UNITED PARCEL SERVICE 

UPS/USPS-T28-5. On page 5, lines 4-6, of your direct testimony you state that there is 
a presort requirement of 10 pieces per 5-digit area for machinable parcels and 25 
pieces per Sdigit area for non-machinables for DSCF parcel post. On page five, lines 
15-l 6, of your testimony you state that “[t]o be consistent with the DMBC requirements, 
DSCF parcels must be limited to mailings with at least 50 pieces.” Please reconcile 
these statements. 

RESPONSE 

My comments in lines 15-l 6 refer to the mailing as a whole, while my comments on 

lines 4-6 refer to the volume deposited per 5-digit area 
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UPS/USPS-T28-6. Please explain why and on what basis you assume 50 pieces per 
pallet on average for calculating the DSCF discount. 

RESPONSE 

I do not assume 50 pieces per pallet on average for calculating the DSCF discount. 

Please see USPS-T-28, page 5, lines 4-7. 



2262 

U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES 
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UPS/USPS-T28-7. Your analysis assumes that OBMC machinable pieces will be 
delivered on gaylords. Please provide a picture of gaylord containers. 

RESPONSE 

“Gaylord” is a brand name of a single-ply corrugated cardboard sleeve which usually 

has a length and width of 40” x 48” but can range in height. In my testimony, I have 

assumed the height to be 69” and use that figure in the fullness calculations. Please 

see USPS-T-29, Appendix V, page 17. 

1 do not have a picture available. 
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RESPONSE TO INTERROGATORIES 

OF UNITED PARCEL SERVICE 

UPS/USPS-T28-8. (a) Please confirm that parcels eligible for the DDU discount will 
still need to be unloaded at the delivery unit. If not confirmed, please explain. If 
confirmed, please explain why you include the cost of unloading parcels at the DDU in 
your calculation of the DDU discount. 

lb) Will the parcels eligible for DDU discounts be on pallets? If not, 
what container will they be in? 

RESPONSE 

a. Confirmed. Mailers will be required to unload their parcels at the destination 

delivery unit to receive the DDU discount 

b. I make no assumptions regarding what container (if any) the parcels will be in. 

Since the mailers are responsible for unloading their vehicles, the containerization of 

the pieces in general should not have cost implications 
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UPS/USPS-T28-9. (a) Please confirm that in Docket No. R90-1, witness Acheson 
(USPS-T-12, pages 24-26) calculated the mail processing costs avoided by DBMC at 
non-BMC facilities by first calculating machinable and non-machinable costs avoided 
and then weighting those avoided costs by the proportion of intra-BMC mail that is 
machinable and non-machinable. If not confirmed, please explain. 

(b) Please explain why you did not employ witness Acheson’s 
methodology referred to in (a) above and explain how your results would differ if you 
were to follow the methodology adopted by witness Acheson in Docket No. R90-1. 

RESPONSE 

a. Confirmed. 

b. Since my purpose was to produce a single mail processing savings number for 

DBMC, I did not believe it was necessary to calculate separate numbers for machinable 

and nonmachinable costs and then combine them proportionally. I would expect that 

the results of this very minor change alone would be extremely small. Because of the 

changes in my analysis necessitated by the MODS based cost pool approach the 

Postal Service is proposing in this case, I am unable to do the calculation to determine 

how the results would differ. 
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OF UNITED PARCEL SERVICE 

UPS/USPS-T28-10. (a) Please confirm that a higher percentage of DBMC mail is 
machinable than is non-DBMC mail. If not confirmed, please explain. 

(b) Please confirm that your calculation implicitly assumes that DBMC 
mail is machinable in the same proportion as non-DBMC mail. If not confirmed, please 
explain. 

(c) Please confirm that your calculation overstates the upstream 
savings of the average DBMC piece relative to a non-DBMC piece. If not confirmed, 
please explain. 

RESPONSE 

a. Confirmed. 

b. Not confirmed. My calculation implicitly assumes that DBMC mail has the same 

average cost characteristjcs as Non-DBMC mail based on handlings at outgoing mail 

processing operations at non-BMC facilities. Machinability per se is only one 

determinant of costs. Also, whether a piece is defined as machinable or 

nonmachinable is based on whether it can be satisfactorily processed on BMC parcel 

sorting machines. For the types of ‘mail processing’ operations in my analysis, costs 

are less related to parcel sorting machine machinability than to other factors such as 

cubic volume. For a discussion of the cost impacts of cubic volume, please see USPS- 

T-37, pages 14 and 15. 

c. Not confirmed. Please see my response to (b) above. Library Reference H-135 

shows that the average cubic volume of a DBMC parcel is .73 cubic feet while the 

average cubic volume of a non-DBMC parcel is .58 cubic feet. Therefore, I believe that 
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my analysis fairly and conservatively describes the upstream savings of the average 

DBMC piece relative to a non-DBMC piece. 
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UPS/USPS-T28-II. Refer to your response to DMA/USPS-T7-22 in Docket No. MC97- 
2. 

(a) Explain why the Access and Other Load cost components for 
city carrier street costs are not differentiated by shape. 

(b) Confirm that when a parcel is sorted to a letter or flat case, it is 
recorded in the Carrier Cost System as a letter or a flat, not a parcel. 

(4 Confirm that this treatment of parcels in the Carrier Cost System 
will tend to understate parcel delivery costs. If not confirmed, explain. 

RESPONSE 

a. Although I am not an expert in carrier costing, my understanding is as follows 

and refers only to the analysis in LR-H-108. “Access time is the time spent deviating 

from the course of the route.to go to and from customer sites to make deliveries, but 

excluding the time spent in making the delivery itself. The significant characteristic of 

access time is that, because not all sites are usually visited on a tour, ,the aggregate 

time varies with the number of stops that receive mail.” (Summary Description of USPS 

Development of Costs By Segments and Components (LR-H-1)). To the extent that all F 

Standard Mail (A) parcels are delivered as part of a carrier’s normal walking path and 

no special access trip is made to a given delivery point because the carrier is delivering 

a parcel, there are no additional access costs related to parcels. Given the typical size 

and weight of Standard Mail (A) parcels, I believe this is a reasonable, but admittedly 

conservative assumption. 

By ‘other load’, I was referring to coverage-related load. “Coverage-related load 

time is that part of time at a delivery stop that does not vary directly with the number of 
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pieces of mail delivered to a delivery point, but varies directly with the number of 

delivery points actually receiving mail” (LR-H-1). Using the same logic as above, I 

believe that not differentiating Standard Mail (A) coverage-related load time cost 

components by shape is reasonable and appropriately conservative. 

b. Confirmed with respect to the City Carrier Cost System and Cost Segment 07 

which my DMA response refers to. 

C. I can not answer your question in general as stated. I have only examined this 

issue as it relates to the analysis in LR-H-108. To the extent parcels are cased as 

letters or flats, it represents a potential shifting of costs from parcels to letters and flats 

within a given subclass for my purposes. However, those parcels that can be cased 

with letters or flats are likely to be those that can be handled most easily in delivery. I 

believe the numbers in my analysis are properly conservative 
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UPS/USPS-T28-12. Please refer to your Exhibits D and F and explain in detail the 
processes (Unloading, Dumping, etc.) for which you calculate the costs and how these 
processes relate to the processing of parcels in a BMC. 

RESPONSE 

Exhibit F is generally based on the parcel post models described by witness Daniel in 

USPS-T-29 which are an update of the models presented by witness Byrne in Docket 

No. R84-1. Two lines in Exhibit D are less straightforward and I will attempt to describe 

those more fully below 

Origin BMC - For the nonpresorted machinable pieces, this represents any dumping of 

pieces from containers, sorting of sacks, or shaking out of any pieces from sacks that is 

necessary along with the primary parcel sorting machine sort and ‘sweep’ (removing full 

containers from the run-out area). For the nonpresorted nonmachinable pieces, this 

represents the origin primary NM0 sort. For the BMC presorted pieces, this represents 

a crossdock of either a ‘gaylord’ (for machinable pieces) or a pallet (for nonmachinable 

pieces). 

DBMC Sort - For nonpresorted machinable pieces, this represents the dumping of 

pieces from a Postal Pak along with the necessary proportion of sorts on the primary 

and secondary parcel sorting machines. For BMC presorted pieces, this represents the 

dumping of pieces from a ‘gaylord’ along with a sort on both the primary and secondary 
. 

parcel sorting machines For nonmachinable pieces, the paths merge at that point 

making the costs identical (and thus unnecessary to show) for both the nonpresorted 

and BMC presorted pieces, 
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UPS/USPS-T28-13. Please explain why Basic Function ‘Incoming” costs are excluded 
from the FY 1996 BMC Processing costs ($23977,000) you use in your Exhibit C. 

RESPONSE 

The number I use in Exhibit C is an estimate of mail processing labor costs at origin 

facilities that DBMC pieces will avoid. Our costs are collected by facility. ‘Incoming’ 

mail is defined as mail received by a postal facility, most commonly for distribution and 

delivery within the delivery area of the receiving facility. If I do not exclude ‘incoming’ 

costs, I would overstate my cost savings estimate by including costs incurred by pieces 

traveling from the BMC to the delivery unit as opposed to only from the originating post 

office to the BMC. 

-2- 
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UPS/USPS-T28-14. Refer to Exhibit G, Part 1. 
(a) Confirm that you include the costs of crossdocking and loading 

pallets at the SCF in your calculation of After-BMC Downstream Costs of DSCF 
Prepared Parcel Post. 

(b) Confirm that you do not include the costs of unloading pallets at 
the SCF in Part I of your calculation of Afler-BMC Downstream Costs of DSCF 
Prepared Parcel Post. 

(c) Will the pallets be unloaded at the SCF? If SO, why are those costs 
not included? 

RESPONSE 

a. I include the costs of crossdocking and loading properly prepared sacks and 

GPMCs, not pallets. 

b. Confirmed 

C. My cost analysis assumes that mailers will unload their properly prepared 

DSCF pieces. 

-3- 
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UPS/USPS-T28-15. Please refer to Exhibit A of your direct testimony. 
(a) Please confirm that your calculation of Window arld Acceptance 

Costs avoided by DBMC Parcel Post includes costs associated with Biasic Function 
“Incoming” activities. If not confirmed, please explain. 

(4 Please confirm that your calculation of Non-BMC Mail Processing 
Costs avoided by DBMC Parcel Post (Exhibit C) excludes costs associated with Basic 
Function “Incoming” activities. If not confirmed, please explain. If confirmed, please 
explain why this exclusion is appropriate when calculating Non-BMC Mail Processing 
Costs avoided by DBMC Parcel Post, but is not appropriate when making the same 
calculation for Window Set-vice Costs avoided by DBMC Parcel Post. 

(4 Please confirm that your calculation of Window Service and 
Platform Costs in Exhibit A also includes costs associated with Basic Function “Other” 
activities. If not confirmed, please explain. 

(d) Please confirm that Window Service Costs do not include any 
costs associated with Basic Function “Transit” activities. If not confirmed, please 
explain 

(e) Please explain what Window Service Parcel Post Functions would 
be recorded as Basic Function “Incoming” and “Other.” 

(0 Please explain how DBMC Parcel Post avoids the activities (and 
costs) associated with Window Service Basic Function “Incoming” and “Other’ 
activities. 

RESPONSE 

a. Not confirmed. By going to the disk which accompanies Library Reference H- 

144, you can see that every single tally with a ‘yes’ (code #2) for Operation 07 - 

Platform Acceptance corresponds to a basic function tally of ‘outgoing’ (code #l ) 

Therefore there are no ‘incoming’ costs at all included in the platfomi acceptance 

section of Exhibit A. 

The Postal Service does not routinely develop Window Service (Cost Segment 3.2) 

costs by basic function like it does for Mail Processing (Cost Segment 3.1). As I 
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discussed in my response to UPS/USPS-T28-1 (c), I know that costs similar to what 

might be described as ‘incoming’ exist for parcel post Window Service and my analysis 

is cognizant of that. I am comfortable with my assumption that DBMC and non-DBMC 

pieces incur equivalent costs at the destination delivery unit and that my analysis fairly 

estimates the Window Service and platform acceptance cost difference between DBMC 

and non-DBMC parcel past. 

b. Confirmed. As discussed in my response to UPS/USPS-T28-‘I3 above, not 

excluding Basic Function ‘incoming’ costs in my mail processing cost analysis in Exhibit 

C would result in an overstatement of the estimate of DBMC savings. That analysis is 

completely different from my analysis of Window Service and platform acceptance 

costs in Exhibit A. The Window Service analysis divides Cost Segment 3.2 by tallies 

based on the presence of an endorsement indicating whether the piece paid the DBMC 

rate or not. If one accepts the simple assumption that whether a given parcel was 

entered as DBMC or not has no impact on its cost or likelihood of pick-up at the 

destination delivery unit, the basic function has little relevance to my analysis. Even if 

one did not accept that assumption, those costs are so small as to make the difference 

all but irrelevant. 

C. Not confirmed. As discussed in (a) above, there are no basic function ‘other’ 

costs in platform acceptance (operation 07) and the Postal Service has not developed 

Window Service costs by basic function in this docket. 

-5- 
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d. Confirmed. See responses to (a) and (c) above 

e. Please see my response to (a) above. 

f. I can not explain how DBMC Parcel Post avoids the activities (and costs) 

associated with Window Service Basic Function ‘Incoming’ and ‘Other’ because I do 

not state or imply that it does. Please see my responses to (a) above and UPSIUSPS- 

T-26-l. 

-6- 
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UPS/USPS-T26-16. Please refer to page 5 of your direct testimony. 
(a) Please define the average size of a General Purpose Mail 

Container. 

0)) Please explain the difference between a Gaylord and a General 
Purpose Mail Container. 

(cl Please discuss whether non-machinable parcels can be delivered 
in pallets or Gaylords and whether this will affect their eligibility for dropshipment 
discounts. 

RESPONSE 

a. Length = 42”, Width = 29, Height = 69 

b. ‘Gaylords’ are fully described in my response to UPS/USPS-T267. GPMCs are 

fully described in LR-H-133 beginning at page 13. Basically, ‘gaylords’ are cardboard 

boxes while GPMCs are metal cages with wheels 

C. To be consistent with my costing assumptions, nonmachinables must be 

presented in GPMCs. Other containers would create different cost implications. There 

is also a concern about the ability of various delivery units to accept mail on pallets, 

‘gaylords’, or other containers that can not be easily moved. As discussed in the 

testimony of witness Daniel (USPS-T-29), parcels generally arrive at delivery units 

bedloaded or in either wheeled containers or in sacks. 

-7- 
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UPS/USPS-T28-17. Referring to the attached chart, please provide the average 
number of pieces per container of Parcel Post for each container used in calculating 
the Postal Service’s acceptance and mail processing costs and savings in Docket No. 
R97-1. 

RESPONSE 

The average number of Parcel Post pieces per container is not relevant to the 

calculation of acceptance costs and savings. The information you request for mail 

processing is attached 



2271 

UPS/USPS-T28-18. Referring to the attached chart, please provide the average 
number of pieces per container of Parcel Post for each container used by the Postal 
Service. 

RESPONSE 

The actual average number of pieces per container of Parcel Post for each container 

used by the Postal Service is not available. 

-2- 



Averaqe Number of Pieces of Parcel Post 

Containers 

(a) Sack 

(b) Pallet 

(c) OTR - 
loose 

(c) OTR - 
sacked 

(d) “Gaylord 

(e) GPMC 

(f) IHC 

(9) owe 

Downstream to SCFs 
and Delivery Units 

Non- 
Machinable Machinable 

5.8 nla 

n/a 22.3 

78.4 30.8 

93.0 n/a 

nla nta 

nla nla 

39.2 23.3 

33.3 13.1 

DSCF Drop Ship DDU Drop Ship 

Non- Non- 
Machinable Machinable Machinable Machinable 

10 nla n/a nla 

n/a n/a n/a nla 

n/a nla n/a nla 

nla n/a nla n/a 

nla 

nla4 

nla 

nta 

nla 

25 

n/a 

n/a 

nla 

nla 

nla 

nla 

nla 

n/a 

nla 

nla 

MLr. OBMC Entry 

Non- 
Machinable Machinable 

nla nta 

nla 26.3 

n/a nla 

n/a n/a 

104.5 

nla 

nla 

n/a 

n/a 

n/a 

nla 

da 

-3- 
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UPS/USPS-T28-19. Please refer to page 2 of your testimony in MC97-2, and page 3 of 
your testimony in R97-1. Confirm that total DBMC cost savings were 35.1 dents in MC97-2, 
and 46.9 cants in R97-1, and explain why this number has changed. 

RESPONSE 

Confirmed for DBMC non-transportation savings. The MC97-2 analysis was based on 

fiscal year 1995 data while the R97-1 analysis is based on fiscal year 1996 data. Also, as 

stated in my testimony on lines 11-12 of page 2, “The costs were calculated in a slightly 

different way because of the new volume variability/cost pool approach incorporated into 

the Base Year CRA”. 
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UPSIUSPS-T28-20. Please refer to page 4 of your testimony in MC97-2, and page 4 of 
your testimony in R97-1. Confirm that total OBMC savings were 49.8 bents in MC97-2, and 
57.2 cants in R97-1, and explain why this number has changed. 

RESPONSE 

Confirmed. Since DBMC savings are one component of OBMC savings, please refer to my 

response to UPS/USPS-T28-19. Also, the BMC presort related savings component 

changed 



2281 

U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES 

OF UNITED PARCEL SERVICE 

UPS/USPS-128-21. Please confirm that the reference to LR-H-146 in part “D” (Test 
Year/Base Year Adjustment) of your Exhibit C is correct. If not contimed, please provide 
the accurate reference. 

RESPONSE 

Confirmed. Please see page W-2. 
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UPS/USPS-T28-22. Please refer to your response to UPS/USPS-T28-14. 

(a) 

(4 

(4 

RESPONSE 

Confirm that to receive the proposed Parcel Post DSCF 
discount, drivers will be required to unload their 
dropshipments without Postal Service assistance. If not 
confirmed, please explain. 

Confirm that the Parcel Post DSCF shipments eligible for 
the DSCF discount will be contained in sacks for 
machinables, and GPMCs for non-rnachinables. If not 
confirmed, please explain. 

Confirm that it is current Postal Service policy that when 
unloading dropshipment mail at BMCs, ASFs, and SCFs, 
drivers will unload bedloaded mail with Postal Service 
assistance, and Postal Service personnel will unload 
containers and pallets. If not confirmed, please explain. 

Describe and explain any discrepancy between the current 
Postal Service policy concerning Postal Service assistance 
at SCFs in unloading dropshipments, and the proposed 
requirement for drivers to unload their DSCF shipment 
without Postal Service assistance in order to receive the 
DSCF discount. 

a. Confirmed that my cost analysis assumes that mailers will be required to 

unload their vehicles. 

b. Confirmed that my cost analysis assumes that machinable pieces will be 

contained in sacks and nonmachinable pieces will be contained in GPMCs. 
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UPS/USPS-T28-22. Please refer to your response to UPS/USPS-T28-14. 
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(4 

@I 

w 

(d) 

Confirm that to receive the proposed Parcel Post DSCF 
discount, drivers will be required to unload their 
dropshipments without Postal Service assistance. If not 
confirmed, please explain. 

Confirm that the Parcel Post DSCF shipments eligible for 
the DSCF discount will be contained in sacks for 
machinables, and GPMCs for non-machinables. If not 
confirmed, please explain. 

Confirm that it is current Postal Service policy that when 
unloading dropshipment mail at BMCs, ASFs, and SCFs, 
drivers will unload bedloaded mail with Postal Service 
assistance, and Postal Service personnel will unload 
containers and pallets. If not confirmed, please explain. 

Describe and explain any discrepancy between the current 
Postal Service policy concerning Postal Service assistance 
at SCFs in unloading dropshipments, and the proposed 
requirement for drivers to unload their DSCF shipment 
without Postal Service assistance in order to receive the 
DSCF discount. 

RESPONSE 

C. While I am unaware of any definitive Postal Service policy, the most 

current guidelines (April 1997) are consistent with what you describe. 

d. Since there is no existing DSCF discount for Parcel Post, the current SCF 

dropshipment guidelines refer to Periodicals and Standard Mail (A) in general. 

The specific procedures for DSCF Parcel Post have not yet been produced or 

finalized. 
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UPS/USPS-T28-23. Refer to Exhibit B of your testimony. Please provide the 
specific page and line number of USPS-T-37, which is identified in Exhibit B as 
the source for the “Proportion of Inter-BMC volume deposited at BMC’s by 
mailers”. 

RESPONSE 

Please see my response to UPS/USPS-T28-2(a). 
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UPS/USPS-T28-24. Refer to Exhibit C of your testimony. Library Reference H- 
144 is cited in Exhibit C as support for the ‘PI 1998 Processing Costs’ of 
$23,977,0CfJ. Please explain why, in LR-H-144, Table 1, “Development of 
Standard (B) Parcel Post Mail Processing Costs by Basic Function,’ no 
adjustment is made for IOCS tallies for postage due, mail preparation, platform 
acceptance, and central mail markup as there was in Tables 1, 2 alnd 3 in LR- 
PCR-39 (Docket No. MC97-2). 

RESPONSE 

As described in my testimony ‘The costs were calculated in a slightly different 

way because of the new volume variability/cost pool approach indo’rporated into 

the Base Year CRA’. Using my new and slightly different approach mandated 

by the Postal Service’s proposal, it would not have been possible to make the 

adjustments as such. 
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UPS/USPS-T28-25. Refer to page 5, lines 27-29, of your testimony. You state 
that “Exhibit G results are contingent on the assumption that DSCF will not be 
allowed at those SCFs that are bypassed by the 12.3 percent of parcel volume 
that gets direct transportation from the BMC to the delivery unit.’ 

(4 What is the basis for this assumption? 

0)) Please explain whether there will be a regulation disallowing 
DSCF at certain SCFs. 

(4 Please describe how this regulation will work in practice. 

(4 Please explain which SCFs will not allow DSCF and whether 
it will be for some or all addresses served by the SCF. 

(4 If this regulation limiting DSCF is not instituted, do you 
agree that the DSCF mail processing costs avoided that you 
have determined are overstated? Explain your answer. 

RESPONSE 

a. The basis for my assumption was my understanding of Postal Service 

preferences at the time. If indeed I had made the opposite assumption, the 

difference in my estimated cost savings would be small. Please see my 

response to UPS/USPS-T28-25(e) below. 

b,c,d. These issues have yet to be decided. 

8. If I were to assume for purposes of my analysis that DSCF was allowed at 

all SCFs, my estimated cost savings would be $.296. This simple calculation 

could be made by entering the unadjusted figures from USPS-T-29, Appendix V, 

page 3 and 4 referred to in UPS/USPS-T28:26. 
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UPS/USPS-T28-26. Refer to Exhibit G, page 2 of 3, of your testimony. Please 
explain why “USPS-T-29, Appendix V, page 3 8 4 [was] updated t:o remove 
assumption of 12.3 percent direct transportation from destination BMC to 
destination delivery unit.’ 

RESPONSE 

Given that my assumption was that DSCF would not be available at those SCFs 

bypassed by direct transporation from the BMC to the Delivery Unit, it was, then, 

necessary to remove this ghost volume and have all unloading, sorting, and 

loading operations add to 100 percent. For example, please note on page 3 of 

Appendix V that witness Daniel’s unloading, crossdocking, and lclading at the 

Destination SCF do not add to 100 percent because of the estimate that 12.3 

percent of parcel volume actually avoids handling at the destination SCF. 
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UPS/USPS-T28-27. Refer to Exhibit C of your testimony. 
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(W 

(c) 

04 

RESPONSE 

Confirm that non-DBMC parcel post has a lower percentage 
of pieces that are machinable than does DBM#C parcel post. 
If not confirmed, pleas8 explain. 

Confirm that a machinable parcel incurs less Ioutgoing mail 
processing costs at non-BMC facilities than a non- 
machinable parcel. If not confirmed, please explain. 

Please provide an estimate of the amount by which outgoing 
mail processing costs are different for machinable and non- 
machinable parcels at non-BMC facilities. H you cannot 
provide an estimate, explain what analysis anld data would 
be required to provide such an estimate. 

Confirm that if DBMC has a lower percentage of pieces that 
are machinable, and if machinable parcels incur less 
outgoing mail processing costs at non-BMC facilities than 
non-machinable parcels, then the $0.358 of Unit Costs 
Avoided identified in Exhibit C is an overestimate of the 
outgoing mail processing costs at non-BMC fiacilities 
avoided by the average DBMC piece. If not confirmed, 
please explain. 

a. Please refer to my response to UPS/USPS-T28-10. 

b. Not confirmed. Please se8 my response to UPS/USPS-T28-10. 

C. I am not able to provide such an estimate and do not necessarily believe 

there would be a difference due to machinability per se in the case of DBMC 

versus non-DBMC parcels. Please refer to my response to UPSLISPS-T28-10 

for cubic volume per piece data as that appears to be the more relevant cost 

driver for the typ8S of outgoing ‘mail processing’ operations at non-BMC facilities 

described in my analysis. 
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d. First, as you correctly state in question (a), LR-H-135 shows that DBMC 

has a higher proportion of machinable pieces, not lower. Second, l do not agree 

that machinable parcels will necessarily incur less outgoing ‘mail processing’ 

costs at non-BMC facilities. Please see my response to USPIUSPS-T28-10. 

While one might logically expect that a higher proportion of machinable pieces 

within a rate category might lead to lower average cubic volume, this is not true 

in the particular case of DBMC versus non-DBMC. 
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UPS/USPS-T28-28. Please refer to the table at page 3 of your response to 
UPS/USPS-T28-17-18. 
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(4 

(4 

(e) 

(r) 

(9) 

RESPONSE 

Pleas8 cite the source from which you obtained the average 
number of pieces of Parcel Post per sack for machinable 
DSCF Drop Ship parcels. If no source is available, define 
the basis for your derivation of that number. 

Please define the basis for the derivation of the average 
number of pieces of Parcel Post per sack for machinable 
parcels that are downstream to SCFs and Delivery units. 

Explain all reasons, and provide all supportin,g data, why the 
number of pieces of machinable DSCF drop ship parcels per 
sack exceeds that of parcels headed downstream to SCFs 
and Delivery units. 

Following Daniel’s methodology in USPS-T-2:9, is it accurate 
to take the size of a container and divide it by the average 
size parcel to.obtain an average number of parcels per 
container? 

Please confirm that the same size sacks are used for 
machinable DSCF Drop Ship parcels and for those that are 
delivered “downstream to SCFs and Delivery Units”. If not 
confirmed, please explain. 

Please confirm that on average, DBMC machinable parcels 
are larger (in size) than Intra-BMC machinab’le parcels. If 
not confirmed, please explain. 

lf the answer to (8) is in the affirmative, please confirm that 
fewer DBMC parcels than Intra-BMC parcels would fit in the 
same size sack. If confirmed, explain how this was taken 
into account in your analysis of DSCF savings. 

a. The source for my assumption of 10 machinable pieces per sack is the 

Domestic Mail Manual (DMM). See the Quick Service Guide 700 (machinable 

parcels in sacks). I compared this number to the average parcels per sack on 
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the postal network and found it reasonable principally based on thIe many 

reasons why network sacks might contain fewer pieces, Please see my 

response to UPS/USPS-T28-28(c) below. 

b. Pleas8 refer to USPS-T-29, Appendix V, page 17. 

C. The number of pieces per sack for par&s in the postal network 

downstream to SCFs and Delivery Units is based on data estimating the average 

number of pieces actually found per sack (updated based on the larger cube of 

parcels in FY 1996). Sacks on the postal network can be relatively very empty 

for a variety of reason. For example, lower volume 5digit locations are 

generally transported in sacks. There may be Only one parcel in th8S8 sacks. 

Also, for service reasons, any and all sacks might be sen! out at extremely low 

levels of fulln8ss. 

On the other hand, I believe that mailers will be more likely to fill their sacks. For 

example, where a mailer has more than one sack per 5digit area, it makes 

sense that all sacks but maybe the last one will likely be completely filled. 

d. The methodology you ask about is only one of the two that witness Daniel 

employs. For that methodology, she adjusts her estimates to account for 

additional ‘air’ space in the container and the percent fullness of the container. I 

believe that is in general a reasonable and lo9ical approach. 

8. Not confirmed. According to LR-H-133, th8r8 are over 28 Idifferent types 

of sacks and pouches available each having a specific use or usr?s. While I 

assume that #l BMC sacks will be used for DSCF machinables, I do not know 
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the mix of other sacks used on the postal network. Since #1 BMC sacks are the 

largest, any other mix than 100 percent of those, would include some proportion 

of the smaller sized sacks. 

f. Confirmed according to LR-H-135. 

9. On average, it is true that fewc: DBMC than intra-BMC machinablcs 

would tit in a given sack. I do not have any data to suggest what the cubic 

volume profile of DSCF parcels would be, therefore, I assumed the average size 

of parcel post for purposes of calculating the DSCF cost savings. 
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UPS/USPS-T28-29. Please refer to Exhibit C of your testimony. Confirm that 
this Exhibit is meant to follow Commission methodology established in R90-1. If 
not confirmed, pleas8 explain, detailing all instances and reasons it deviates 
from Commission methodology. 

RESPONSE 

Not confirmed. Please see my response to UPS/USPS-T28-24. 
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UPS/USPS-T28-30. Please refer to Exhibit C of your testimony. ‘Confirm that in 
R90-1 and MCg7-2, the Mail Processing Costs at Non-BMC Facilities (‘FY 1996 
Mail Processing Costs’ in Exhibit C) excluded the outgoing mail processing 
costs of each of the following mail processing operations: postage due; mail 
preparation; platform acceptance; central mail markup. If not confirmed, please 
explain. 

RESPONSE 

Confirmed. Please see my response to UPS/USPS-T28-24, 
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UPS/USPS-T28-31. Please refer to Exhibit C of your testimony. Confirm that 
LR-H-144, cited in Exhibit C as support for the ‘FY 1996 Mail Processing Costs,” 
does not exclude the outgoing mail processing costs of each of the following 
mail processing operations: postage due; mail preparation; platform 
acceptance; central mail markup. If not wnfirmed, pleas8 explain. If confirmed, 
please explain why you have chosen to deviate from Commission methodology. 

RESPONSE 

Confirmed. Please see my response to UPS/USPS-T28-24. 
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UPS/USPS-T28-32. Please refer to Exhibit C of your testimony. Confirm that in 
R90-1, and in R94-1, the Commission methodology excluded ASF costs from the 
calculation of Mail Processing Costs at Non-BMC Facilities. If not confirmed, 
please explain in full. 

RESPONSE 

Yes, that is my understanding. 
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UPS/USPS-T28-33. Please refer to Exhibit C of your testimony. Explain why 
ASF costs are not excluded from the calculation of Mail Processing1 Costs at 
Non-BMC Facilities (‘FY 1996 Mail Processing Costs”) in Exhibit C. 

RESPONSE 

Please see my response to UPS/USPS-T26-24. With the new volLlme 

variability/cost pool approach, segregating ASF costs would be more difficult and 

not consistent with that new approach. ASFs are a unique facility in that they 

can act both as SCFs (plants) and also as BMCs. To the extent that ASFs have 

outgoing mail processing costs, they are acting more like SCFs and feeding 

parcels on to the BMC. Those costs are properly included in the category of 

those avoided by DBMC pieces. Additionally, the Commission me’ihodology 

excluded both ASF Costs and ASF volumes. I include both, Taking any potential 

unit cost difference minimal regardless. 



U.S. POSTAL SERVICE WITNESS CHARLES L. CRLM 
RESPONSE TO INIFRROGATORIES 

OF UNITED PARCEL SERVICE 

2298 

UPS/USPS-T28-34. Please refer to LR-H-144, Table 1, wlumn (lo), “Variable 
Mail Proc. Costs.’ 

(4 Are these numbers intended to match the variable 
mail processing costs by cost pool fo’r Parcels - Zone 
Rate in USPS-T-12, Table 5? H your answer is no, 
please explain. 

(b) Confirm that the numbers do not match the variable 
mail processing costs by cost pool fo,r Parcels -Zone 
Rate in USPS-T-12, Table 5. If not confirmed, please 
explain. If confirmed, please explain why they do not 
match and provide a corrected Table 1 of LR-H-144. 

RESPONSE 

a. No. These numbers include worksheet adjustments and premium pay 

factors. 

b. Confirmed. There is no reason to provide a corrected table. Please see 

my response to (a) above. 



U.S. POSTAL SERVICE WTI-NESS CHARLES L. CRUM 
P.ESPONSE TO ~P.ROGATORIES 

OF UNTI-ED PARCEL SERVICE 

2299 

Revised 9130197 

UPS/USPS-T28-35. Please provide the most recent version of Management 
Instruction DM470-80-3, Mail Acceptance at Bulk Mail centers, and copies of all 
other Postal Service publications concerning mail acceptance at bulk mail 
centers. Also, if mail acceptance at bulk mail centers is discussed1 as a section 
of a larger Postal Service publication, please provide copies of the relevant 
sections or pages. 

RESPONSE 

I have provided the most recent version available of the Management Instruction 

you request. I am not aware of any current publications that address mail 

acceptance at bulk mail centers 

While the additional attached copies are not from an official Postal Service 

publication, I am including them because they contain data that might be 

relevant to your question. 
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PVDS USPS Posul Facility User’s Guide 

INTRODUCTION 

Tbe Plant-Verified Drop Shipment (PVDS) program was hnplemented on February 3, 
1991. The program’s focus is to help provide con-effective, cohsistcnt, and timely 
delivery of periodicals,~advertking, and parcel mailings by allowing mailers to transpo~ 
their product to appropriate entry post offices. Since its inauguration the ]progrm has 
iocreased customer aatktktion by reducing postage costs and ensuring more timel) 
processing and delivery of the mail It has also resolted in decreased USPS operational 
expenses which conmiutes to stable postage rates. 

The PVDS Guideline has been developed to bclp postal personnel manage and facilitate 
the drop shipment program This guideline incorporates the general rules and regulations 
found in the Domestic Mail Manual and official postal directives. Using the Plant-Verified 
Drop Shipment (PVDS) ecronym, it is &ided into four sections, each conta%mg program 
information specific to: (1) Postal Management, (2) Mailer/Agent, (3) Postal Acceptance 
Personnel, and (4) Drop Shipment Coordinator. 

, 

Our primary intent is to help postal personnel accept plant-verified drop1 shipments 
transported by mailers to destination postal facilities. In the event of any ambiguity or 
discrepancy, the regulations in the DMM and OEicial Postal directives must be followed. 
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Destination Entry Facility 

D 

1. APPOIhTMEhT COhTROL CEhTER 

. Establirhment 
Each USPS District office and/or BMC facility is responsible for aal;lishing and mair&n& 
a Drop Shipment Appointment Control Caner. The aore funaion of the Gmtrol Center is to 
oversee all aspbu of the Plant Verified Drop Shipment (PVDS) progam in regard to the 
acceptance of drop shipm&. The Control Gnter manages the wmptiaed Drop Sh.ipmea 
Appointmmt System (DSAS) used in making drop shipment appohents at dcstination~ 
facilities within the area oftbe Distria Of6ce The Control Center must be opm to accept 
appoinLmmt requests, at a minimum from 8 A.M. to 5 P.M. local time, Monday through 
Friday. These hours may be expanded as necessary on a local basis. 7be Control Center will 
also provide a 24-hour anergarq contad number to mailers for use in case of truck 
breakdo- or other situations necessitating immediate Postal attention. 

. 

2. 

. 

. 

Faciliv Pro&(s) 
The Control Center must complete in DSAS and update as necessary the petintmt operating 
data for cad, postal facility (BMC, ASF. P&DC, SCF, DDU), including delivery address, a 
contact &me and phone number, a 26hour unergency contaa number, maximum allowable 
trodctudn size, and any other information afTming mtry of drop shipments. 

APPOrnTMEhTS 

Available Slots 
The Control Cpnter must update and change as necessary, the a&able appointment slot 
sdmhle for each entry facility w&in the area ofthe District O%e. ‘Ihe Control Center must 
be sensitive to the operational nea%, LXXIW&S and limits of Postal fadlities accepting drop 
shipments. 

Appointment cstqorirr 
Appointment3 must be in one of six atrgories: 

P. PaueIi2sd - ALI mail on pallas that moist of7 or more pall@ p&at. , 
b. Sp&e - AU mail is on pallctr but total no more than six palla posibons. 
c. Bedload -Be&ad mail (sacks, par&) unloaded by d&u with ponil assistance. 

d. Recuniq - Any mailing deposited an a consista reaming sdwdule. 
e. Drop d Pi& - Balload par& tioaded by Postal persumd witbin 24 hana. 
f. Paishable - AU mail is puishablc produu mruineriaed, paWaed or bedloadal. 

A~xcdloldofbem~dednuilmdrmilmprllacirrmsidertdrrbedl~whm~ 
srppoi~~~~~mts. Pezisbable dmp sbipmmts are nd required to hve an rppoinhnaa; ~~WWX, 
they must notify the de&ah fadity 24 hours in sdwlce of deposit. 
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. Drop & Pi& Appointments 
To rrzxe operational burdm, drop and pick appointments for mailings 0cwTing on a re&ar 
frequzly Hill be established at the riiscraion ofthe BMUASF Plant hfanagm thr~& writtm 
ap$cr.don. Fair and equitable tream~mt of a~ drop shipment mailers will be a consideration 
wfiq approving requests for drop and pick rcs&uns. Drop and pi& appointmaaS are ordy 
ami’ Ableto shippers deliveringtrailers at 75% or more opacity with bedloaded Standard @) 
par:& at BMC and ASF mfqfacilities. Perishable loads scheduled Y drop and picks wiu be 
ud Jaded within 24 hours ofanival or time ofappointmmt (which ever is later.) 

P;ylar frequency means mailingr which OCCUI CAI a consistmt recukng basis with at least a 
!ncmthly frqumcy. 

Mailer @emit holder) requests to establish drop and pick ~ppointmeas must be writ&m on 
company letterhead to the BMCYASF Manager. The BhlCIASF will respond to all requesu 
within t.m (10) days. Requests must include the following information: 

Name, address, telephone number of the Mailer. 
Transporhon agmt’s name (contact penon) and telephone numbat- 
Telephone number ofthe Business Mail Envy office were postage payment is made. 
Method us+ forpaymmt ofpostage: maer, permit, or precanceled stamps. 
Mail volume (average.) 
Size and type of trailer(s) transporting mai. 
Frequmcy/S&edule. 
TransportAm agent’s name (contact person) and telephone mnnber(s) authorized to pick- 
up trailer cmce it has been unloaded. 

Drop and pick appointmads are approved for a period not to exceed twdve months. 
Tberwfter a new applicxtion must be submitted to msure up to date mailer infonna!icm is on 
file. Writtm request for an additional twdve months may be made within 60 days of 
upiration of cwxnt arrangement. 

Failure to adhere to schaiuled appokhnmta or other abuse of the proaduras will rwslt in 
revocatim of drop and pick appoin?mad privileges. Prop and pick ~sppointxnmt.s will I 
gmerally be limited to 20 pcrcmt of adable do& capapncity alI& for drop ahipmmt 
acceptance. 

. Vehide Turn-Around Tii 
DropmdpickshipmadswiUbeunl& within24boutsafterarrival~ifuBMC,orfrom 
the time of sdduled appoinhnad hasalmwhidmuisgtutm.Mailarortheir 
transportaim agmts must retricw their tnilcr(r) in 2448 hours as determined by the 
BMCJASF axe the tiei has hem &aaded. The Postal Sonice will nd be rapcmsible fix 
my demunage inavred by anyone pvtidpatkg in the drop and pick rppoiramad prcgmm. 

2 
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l Recurring (Standing) Appointments 
To reduce operational burden. recurring appoinbnmts for mailing may be established at the 
disnetion of the postal fatity manager through writtm application. Fair and equitable 
treatment of all drop shipment mailers will be a omsidention &m approving request for 
reaming rem-dons. 

Regular frequmcy means mailing wkicfi ocxxr on a consistent recukg basis with at least a 
monthly frequmcy. Maihgs should be of comparable prdua in terms of size, weight, 
volume, and cmxaineri=tion @allets. container pals, etc.) 

Requesu to establish recurring appointments must be written on company letterhead to the 
postal facility manager. ‘IIe &op shipment appoinbnmt control ofFxe will respond to all 
requens within ten (10) days. Requests must include the folJowing information,: 

l Name, address, telephone number of the h4ailer 
l Transportation agmt’s name (contact penon) and telephone number(s) 
l Mail volume and preparation (trays/sacks/parcels) 
l Size and type of trailer(s) transporting mail 
l FrequmcylScheduJe 

Recurring appoinrmmts may be made for a period not to exceed six moths. lherea!kr a new 
application must be submitted to aore up to date mailer information is on file. Writtm 
request for an addkional six months may be made within 60 days of expiration of curr~lt 
arrangemart. 

. 

. 

. 

-. 

Failure to adhere to scheduled appoi~~~-~ents or other abuse of the procedures wiLl result in 
revocation of reaming appointment pri&ga. 

Perisbablc Appointmusts 
Perishable shippers are not @red to have an appoinbnmt. howexr, they must notify the 
destination fadlity 24 hours in advance of deposit to f%cili~~ timely auqtancc, loading. 

and processing of their frei&t. 

Uabiiiiy 
The mailer assums 211 responsibility and liabii for any loss or damage to perishable goods 
beforr~eyirrdepositrdurdacceptsdssmail~dntiruh’m~posul~dlitja.~ifa 
third partytlanspons those mailin& 

The USPS squires a minimum of 24 hours advmce n&e for an appodnad: (excqtians to 
the 24+our rquiranmt may be granted by I Gntrol Cm&). Apptisd~ may be made up 
to thirty (30) ah&r days prior to the dcsimd oppointmmt date. hfkkrs must comply with 
the sdrcduld sppoirttmddep0aitt. 
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l Electronic Appointments 
Appointments may be made eledronically bymailerslagmts with a pmord computer, modem, 
compatible communications package and a USPS issued mmplller l~;on ID. A Corporate 

Associate Mailer feature of DSAS allows mailers with more than me mailing plant to make 
appointrnmts for all their plants. 

Tbe mailer/agent must provide all per&inert informatim, as rrquirad by the DSAS system 
regarding the mailing If spwific information requested is not available at the time the 
appointment is made, mailers can provide it vhm it is available, but at least 24 hours prior to 
the requested appointman time. 

Mailers with ektronic access to DSAS may query dose-our data from the system Mailers 
may obtain arrival and unload dates and times by using the appointment wn&matim number 
as a reference 

l Telephone Appointments 
Mailers wishing to deposit d&m entry rated mail for ASF, P&DC, SCF or DDUs must 
call the District Drop Shipment Coordinator. Telephone appointments for BMC loads must be 
made with the BMC Drop Shipmart Coordinator. 

‘The Control Cmter will enter all telephone appointmmts into DSAS at the time the 
appointmmt is made. If a requested appoinimmt is not available, the Control Cmter adtises 
the mailer of available appoinbnmt slots. Ifthe mailer leaves a request for an appointment on 
a Chtrol Cmter answering machine, the control Canter mill respmd to the mailer promptly, 
but no later than the ned business day. Every c5ort will be made to accommodate the mailer’s 
rapsted appointment date and time. 

hhikrs should not be prevmtad from scheduling an appointmutt if all informatim is not 
adable at the time ofthdr request muirad informa6m indudes date, time, mailer’s name, 
appoin!mmt type (pallets, bedload, &c.) and quantity. 

. Codrsnstion Nnmher 
A cmfidm number is gma-ated for every appointmast by the DSM program. Mailers 

making d&c sppoin!mmts receive I am6rmUim number upon oxnplcring the 
appointmast process. Those mrking tdephme appointrasa~ will be nded of the 
aa&ma!im number by the Drop Shipmad Coordinator. 

. RuchednIing Appointmasb 
fn order to t&n origirul cmhnatim number when an PppOhhU~ is nddded, the mailer 
ardor Drop Shipment Coordinator should access the appointmsd information screen and 
change app@xta fidb. 

4 
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l Cmmllations 

Mailers are required to cancel an appointment(s) they cannot keq. Appointmmts made 
eleuronicaUy should be canceled elearonically, unless the cancellation is beiqg made IKS than 
24 hours before the scheduled appoin!mmt time. in whicfi case the appoinknmt must be 
canceled by a telephone call to the appropriate Control Cmter. App@rrbnmts originally made 
by telephone may be canceled dtha eJecuon&lly or by telephone. Control Caters will 
notify appropriate drop shipmmt mtry 051x5 ofall canallations _ 

l Daily Schedule Report 
The Control Center will rnainbn a master schedule for fadlities within its designated area 
Wtittm notit?cat.ion of schedule animals and con!%mation numbers til be provided to 
dtition mtry 05ces, by copy ofthe DSAS Daily Sche&le Repon. 

3. PVDSARRIVAL. 

l hlailcr’s/Ageot’s Responsibiity 
Drop shipments wil] be considered freight lpltil such time as they are actually deposited at the 
destination facility. 

, Upon arrival, drivers must check in at a desipted area, give name, origin of mailer. load type 
(e.g. pall&. bedload parcel/sacks, UC.), appoimmeirt con6rma&n mu&n and then as 
direaed, procezd to an assigned area to s%ge their tide, Drivers muit adhere to all 
instruaions issued by USPS yard control pmonnd while driving on Postal premises. 

A drop shipment dcarance d-at& (PS Form 8125). must accompany all PVDS mail&s 
The form must be presmted by the driver or be attached to the right rear inside wall of the 
vehicle. Appointmen conf~rmatim numbm must be writtm m the 8125(s) for the 
appointment to be honored. A load without a cm6rmaticm number wittm m the 8125, will 
be considered without an appointmmt and unloaded whm operationally feasible. 

4. POSTAL. ACCEPTANCE 

. BMCs 
Postal Vlhcle Control office has the initial rqmsibii of aa+ng the drop shipmsds. 
Vehicle axrtrol pmmnd must verify the ahipmmt has an appoinmxnt, corresponding 
confi~timnumbernndisbdnganmdrttheaomdartryatrjce. Ifthedriverdocsnot 
know or have a cominnatim number, they must all their dispatrh 05ce to obtain me. If no 
appoirrhnmt was made, the shipper must all 8nd make an nppointmmt throu& the 
appropriate Drop Sbipmmt Cooidhuw. 

. SCF/DDU 
Designated aczeptmce pastid will abide by the above BMC acceptance pro& . 



2307 
\ 

PVDS Guidelines - D&indion Enq Fhcilit~ D 

. Platfolm Perromd (Dock ckrk) 
Acceptance of PVDS’ by platform anployees may wnsicf of tight step: 

2) 

3) 

4) 

5) 

6) 

7) 

8) 

Verify appointment by comparing the appointman cor6rmation number on the 
8125(s) against the Daily Schedule Rqort. The fadity code shown in the 
cvnhnation number must ma& the destination fatity’s Ib code. In some instances, 
a mailer may arrive with an appoinrmmt number not indicated on the Daily Schedule 
Report. Whm this occurs, corrtaa the Drop Shipmti Coordinator to con&m the 
appointmmt. 

Obtain Form 8125 from driver or open the vehicle and remove the 8125 attached to 
the right-hand wall. Since the vehicle may contain shipmcnis for @her artry offices, 
only remove forms that coincide with your facility. 

Verifythat the 8125(s) are mmplete. signed, and rormd-dated by the ,origin post 05~. 

Compare the shipmmt with the 8125(s). Ihe cmms may be daermined in two (2) 
ways: (1) by counting cmtainers, or (2) weigh the mailing afh it is u-Joaded. 
Weigh the entire shipment, only when necessary, to w&m volume. 

Note irregularities in the wmmmt section of the 8125 (i.e., no ,aFpointmenf late 
arrivals, missed in-home date, poor load intqity, damagdwa mail, a%.) 

-> ._ ‘, 

Complete Part III, Itans 2 and 3 on form 8125. Accepting employee must sign and 
date the form(s), r&din original and give a copy (if one is ‘provided) to the 
mailer/agmt. Platform pmonnd may sip and data a bill of lading or other 
paperwork that describes the shipmad. 

Submit all compleM 8125(s) to the Drop Shipmmt Control Center by the end ofthe 
acceptance enq~loy~~‘s tour of duty. 

R&se (with supmisory approwl) ahipmads that dn not match the 8125. h is not 
our htmt to refuse drwpshipmmk Ewry aTort must be made to resolve problems, 
so that inDnning mail is handld expditiously. 

3 

6 



D 2308 
PVDS Guidelines - Dsfindon Eng Facili~ 

l Resolving Problems 
MOSJ problems are as simple as a driver mixing up clearance forms or a simple data Bnry 
error that was not noticed by the origin post office at the time of initial verifjcation. when the 
driver does not have the proper forms, the origin pon of% should be -aed and a request 
made that a facsimile copy of Form 8125 be smt to r-the problem. 

Whm there seems to be too mu& mail, spot dxck sacks or pall& to see if corrtm~ are the 
same. Checking permit imprints, m&red postage, or precancelled stdmp can help id@ 
mailings Comparingthe top d&in&ion line of sack and pallet labels can help determine if the 
shipment is for the facility or o&de that fadlity’s delivery area. 

lfthe discrepancy cannot be resolved, contact the origin pan 051% for assistance. ‘Ihe ori@.n 
post office may need to contaa the mailer to resolve the inconsistmcy (Every reasonable 
effort mu! be made to contau the origin post o&e, mailer, and if necessary the ~ansportation 
company to resolve the discrepancy.) 

l Acceptance Without Resolution 
Until a raoltion is reached do not accept the shipment unless it can be hsn~iled in one of the 
foUo* methods: 

The driver does not have Form 8125. but has a bii of lading indicatjngthat the mail 
is for your facility Postal management may accept the mailing if the atire mailing 
is weighed and the gross weight and sadc or MY count are recorded Dock 
supervision must saves a sample of at least t& Pisces in the mailirg D&led 
reurds must be kept and the origin o&e and the District’s Busines!, Mail Entry 
Unit wmacted as soon as possible. 

situation 2 
When there is toa much mail in a shipmad and yuu are able to isolate mail that is 
not for your facility, but the ranair@ mail snatches the volume figura on Form 
8125, you may awqt only the portico of the shipmmt thaf is for your fidlity. 
Retunthesunhing mdtothedriver. Documadandantabtheori$nof6oeas 
goon as possible. 

$h&m 3 
&irrmmu that amear to be snda than indicated m the 8125. may be aoxptal if 
yuu w&h the shipmad and doc\rmti the wdgfd pa pie% gross tight, md 
nlrmber ofsa&s and tnys. Cm?act the c&in &a as soon as possiblr. 

Always docannmi any aaim Uke4-i on sbipmmts owe& with disaqmdts 

1 

-..-. . . _ .-_ .__ -.-----.---em- .._. ._____ -_~ 
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6. REFUSAL OF SH.Q’hEhT 

. 

. 

. 

. 

. 

. 

homct Documentation 
War mailer/agent cannot protide the ncassaty documsdation for the drop shipman and 
every &ort was made to cantad the origin post &a, to reconcile the mailing the 
shipment should be refused. 

Load Intcg& 
Shipment3 that have not snahainecl their integrity in tnnsit (rcsuhing in uxfable, leaning 
and broken containen) may be accepted as bedloaded ifthe safety of Postal employs is 
not wmpromkd. Such loads Hill require driver unloading (with postal assistance) or may 
be refused. ‘Ihe mailer/agent will have the option to rework refused loads off-site After 
scheduling a new appoinunent the mailing may be resubmitted with appropriate 
documentation 

Defective V&de 
Under no dr onstances, will Postal pmormel or maiIer/agcnt be permitted to unload a 
vehicle that is defdve and a threat to the safety and well being of any person Such 
defectjve eqtipmcnt must be immediately ranoved from Postal premises and refused 
further emmy until it has hem repaired. 

DamagedWet’MaiJ 
PVDS shipments are considered frtight tmtil accepted by the destination ~dry PO&I 
fadlity. If the load has become visibly dunaged (crushed. tom, etc..) or water damaged 
during transit, the shipment will not be accqddhdoaded The mailer/agmt will have the 
option to take the shipment c&site and rqair the shipmmt to ma& its original 
preparation. Hoer scheduling a nnr appointmmt the mailing may be resubmit&d. 

Improper Mail 
Drop shipments that are not compatible with the m fa&ty’s open&n (i.e., Periodicals 
without an “additional entry” authorization to a BMC) will be dire&xl to the appropriate 
facility. Post of&e of origin will initiate ation to adju.&olled applicable postage tztes 
win shipmads must be diverted to an apprqiate azby of6a. * 

Missed Appointment 
BMC. ASF, or SCFs may &e drop rhipmsds that aniw more than 2 hours af&r the 
schedukd appointment time. De&nation Ddiwy unirr (DDUs) may rcfwe drop 
shipmads that arrive more lhan 20 min* aftm the adl&lcd appointmutt time. 
Q350.3.4) W-m cpaztiadly fusible the deshatim adry office should make evuy 
effort to accept late enivrls. 

8 
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PVDS GuidCnes _ Dcdinldion Entry Facili~ D 

7. VEELICLE TumARouh?, TIME 

. 

. 

. 

BhlClASF and SCF 
Containerized loads. other than those with spsedline appoinbnmts, will Ibe reloaded by 
Postal rznployeer within four hours after arrival or sdzduled appointment time (whichever 
is later.) 

Containeri;ed loads with sp&e appointmmts (e.g., occupying no more than six palla 
positions) will be urJoaded by Postal arrployees within two hours s&r animal or 
scheduled appointmmt time (whi& ever is later.) 

Bedloaded drop shipmarts will be unloaded by the shipperltiver, with Postal employee 
assistance, within tight hours after arrival or sdzdukd appointment time (which ever is 
later.) 

Drop and pick shipmarts are only accqted at BMCs and ASFs. Drop and pi& shipmarts 
will be unloaded by Postal anployees within 24 hours after arrival or schedul~I 

appointman time (which ever is later,) Pcrirhablc loa& scheduled PT drop and pick 
appoinfmenrr are subject 10 fhe above 24 hour vehicle hrmaround time. 

Delivery Units (DDUs) 
All containerized and bedloaded shipmmts (or any combination) must be Imloaded by the 
shipper/driver within one hour after arrkl or scheduled appoinbnmt time &hi&ever is 
later) at destination delivery units. 

Mailer/Shipper Responsibiiity 
It is the responsibility of the m&r/shipper to azure driven are aware of the “driver 
unload” requireman ofbedloaded and delivery unit drop shipmmts. 

‘he driver must remain with and when rcqtired, corrtinuourly unload the vehicle once at 
the deck. The driver must remove the vehicle from Postal premises inxnmediateJy after 
udoading The driver is not penni~~I access to the Postal fa&ty with the acqtim of 
the dock and dtsi+ drive rut areas. 

The mailer is responsible for any danurnge or Mm Ctuga inawed by panidpating 
in plant veri6ed drop shiplnmr5. 

9 
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UPS/USPS-T28-36. Have you or the Postal Service conducted any tests, 
surveys or analyses to confirm the acceptance and processing costs estimated 
to be saved or avoided under the DBMC Parcel Post service? 

(4 If yes, please identify, describe 
and provide copies of all 
such tests, surveys and 
analyses. 

(b) Provide copies of all notes, 
reports, workpapers and 
other source documents 
used in or related to the 

‘. tests, surveys and 
analyses identified in (a), 
above. 

(4 If your answer to (a) is no, please 
explain how the Postal 
Service can substantiate 
the accuracy of estimated 
avoided costs for DBMC 
mailings. 

RESPONSE 

No. 

a. N/A 

b. N/A 

C. The Postal Service is substantiating the accuracy of the estimated 

avoided costs for DBMC mailings by presenting those estimates in this 

proceeding where they are receiving a thorough and independent review by the 

Postal Rate Commission as well as interveners with diverse and opposing 

interests as to the size of the discount. 
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UPS/USPS-T28-37. Please identify and describe new, or modifications to, 
acceptance procedures, processing operations, activities, manning levels, and 
facility design at AOs, SCFs, BMCs, and ASFs, that will be required to support 
the proposed DBMC, DSCF, DDU drop ship discounts for Parcel Post. 

RESPONSE 

Any modifications of acceptance procedures, if they would prove necessary, 

would still be in the development stage and would not yet have been produced 

or finalized. I am aware of no changes to manning levels. Implicit, in my 

testimony, is an assumption that processing operations and activities as well as 

facility design remain essentially unaffected by the new worksharing proposals. 
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UPS/USPS-128-38. Please provide a detailed explanation of the processing of 
DBMC pallets of Parcel Post mail that are received at BMCs and crossdocked 
for delivery to an SCF within the BMC service area, including: 

(4 

(b) 

(a 

(4 

RESPONSE - 

Requirements for containing the parcels on the pallet, 
e.g. shrink wrapping; 

Requirements and type of information on labels, 
placards, etc. for the mail on the pallet; please 
provide an example of an actual completed label, 
placard etc.; 

Presonation requirements of parcels on a pallet 
including number of zip digits m, all with the same 3 
digit destination zip etc.; 

Origin zip code used for the palletized mail for 
determining DBMC postage from a zone chart. 

Please see Exhibit F of my testimony. Our data suggests that 9B2 percent of 

machinable DBMC parcels and 96.2 percent of nonmachinable DBMC parcels 

arrive bedloaded. 

a. I know of no such requirements. Pieces qualifying for the DBMC rate are 

generally deposited at the destination BMC and are not required to be palletized. 

At that p&d they are usually either inducted into the Parcel Sorting Machine 

(machinables) or sorted to the 3digit SCF (nonmachinables) level by other 

means. Please see witness Daniel’s parcetmodels (USPS-T-29) for additional 

information. 

b. I know of no such requirements. 
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C. if this were to occur, I assume machinable parcels would need to be 

sorted to Sdigits and nonmachinables sorted to the 3digit SCF level. 

d. My understanding is that the origin ZIP code will be that of the facility that 

the parcels are deposited at. 
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UPS/USPS-T28-39. Please refer to Exhibit F, page 1 of 2 of USPS-T-28. 

(a) Please explain all differences between the costs for mail processing at 
destination BMCs in this Exhibit with those derived by Witness Daniel for DBMC mail in 
USPS-T-29, Appendix V, pages 10-12. 

(b) Please confirm that the costs avoided at the BMC by DSCF mail is being 
measured against that of DBMC mail. If not confirmed, please explain. 

RESPONSE 

(4 In line 1, pages 10-12, witness Daniel makes the simplifying assumption that all 

DBMC mail arrives bedloaded. The study in t-R-H-131 estimates the actual proportion 

to be 96.2 percent for machinables and 98.2 percent for nonmachinables. Witness 

Daniel will file errata adjusting for this small difference. Lines 2-8 of page 12 (USPS-T- 

29, Appendix V) contain a small calculation error in the dispatch profile and errata will 

be filed correcting this. The correct numbers can-be found on page 16 of witness 

Daniel’s Appendix V and in my Exhibit F. Finally, for ease of presentation I round to 3 

decimal places, while witness Daniel shows 4 decimal places. 

@I Confirmed. 
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U.S. POSTAL SERVICE WITNESS CHARLES L. CRUM 
RESPONSE TO INTERROGATORIES 

OF UNITED PARCEL SERVICE 

UPS/USPS-TZBQO. Please refer to page 7 of your direct testimony. Please confirm 
that DDU mailers using sacks would have to unload the sacks and dump the sacks 
without Postal Service assistance. If confirmed, please explain where and how DDU 
mailers will unload and dump the sacks. If not confirmed, please explain. 

RESPONSE 

Confirmed that to be consistent with my costing approach, DDU mailers using sacks will 

need to unload and dump them. It is my understanding that this will be done in a 

manner consistent with local parking regulations, floor layout, processing procedures, 

etc. Please see witness Mayes’ response to OrXUSPS-T37-12(a) 

-2- 
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U. S. Postal Service Witness Charles L. Crum 
Response to Interrogatories of 

ValPak, et. al. 

VP-CWIUSPS-T28-1. Shown below are the total volume variable costs for Third-Class 
Regular Rate Carrier Route Mail in the Base Year, and projected total volume variable 
costs for Standard A ECR Test Year Before and After Rates (in thousands). 

ILetters 
Non-Letters 
Total 

isource 

Base Year 

81,821,927 
USPS-5A 

lest Year Test Year 
BEFORE Rates AFTER Rates 

$2,140,863 $1,894,972 
USPS-l 5E USPS-15H 

a. For any of the years shown, does the Postal Service have a breakdown of the 
total CRA costs for Standard A ECR Mail as between letters and non-letters? 

b. If so, please provide. 

RESPONSE 

We did produce a breakdown of Standard Mail (A) ECR costs, however, the 

numbers listed are not meant to be a definitive statement of Base Year costs, but are 

,an estimate produced for the purpose of preparing LR-H-108 and showing the cost 

diierence between parcels and flats in Standard Mail (A). Similar data is not available 

for Test Year Before Rates or Test Year After Rates. Please see my response to 

PSA!tJSPS-T28-5(d). 

b. Letters = $742,360, Nonletters = $1,079,567 (Source: Corrected electronic 

version of LR-H-108 filed September 18, 1997). Please note that these numbers are 

not adjusted for the differing levels of dropship or presort. An adjustment could be 

made using the logic contained in Table 7 of LR-H-108 and the letter vs. nonletter data 

available in the library reference. 
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CHAIRMAN GLEIMAN: Does any participant have 

additional written cross examination for witness Crum? 

[No response. 1 

CHAIRMAN GLEIMAN: There doesn't appear to be any. 

Before we begin oral cross examination, let's 

touch briefly on the status of library references used by 

witness Crum. 

I believe that the Postal Service previously 

indicated that witness Crum would be sponsoring documents 

previously lodged with the commission as library references. 

I will ask counsel to take care of that process before we 

begin our cross examination. 

Additionally, I want to mention that library 

reference 144, entitled "Standard Mail B Parcel Post 

Processing and Window Service Cost" is also at issue. 

MR. REITER: Material that was previously or 

originally filed in library reference 108 has already been 

incorporated into the witness' testimony. 

We did that, I believe, on October lst, and that 

material was provided to the reporter when I gave him 

witness Crum's written testimony. 

Library reference 144, I think we are prepared 

also to enter as part of witness Crum's testimony. 

CHAIRMAN GLEIMAN: Would you like to take care of 

that at this point? 

ANN RILEY & ASSOCIATES, LTD. 
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MR. REITER: Sure. 

BY MR. REITER: 

Q Mr. Crum, I’m handing you a copy of a document 

that is labeled Library Reference-H-144. Was this material 

prepared by you or under your direction? 

A Yes, it was. 

Q And if you were to testify orally today to this 

material, would your testimony be the same as indicated in 

this document? 

A Yes, it would. 

MR. REITER: Mr. Chairman, I will hand this copy 

to the reporter and ask that it be entered into evidence. 

CHAIRMAN GLEIMAN: Mr. Reiter, if you will permit 

me to ask a question of counsel. 

MR. REITER: Sure. 

CHAIRMAN GLEIMAN: My assumption is that you've 

examined the document and that, in your opinion, it complies 

with Rule 31(k)? 
MR. w.TES 
-: Yes. 

CHAIRMAN GLEIMAN: Thank you. 

If you would please provide a copy to the 

reporter, I'm going to direct that it be accepted into 

evidence and not transcribed into the record. 

[Library Reference H-144 was 

received into evidence.1 
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CHAIRMAN GLEIMAN: Now, I want to go over the 

ground rules that we've been using regarding library 

references recently sponsored by Postal Service witnesses. 

First, I have preserved a general objection for 

any counsel that wishes to contend that accepting these 

documents into evidence under the procedural circumstances 

of this case that they've been denied due process or 

otherwise -- that our procedures are otherwise inconsistent 

with acceptable administrative procedures. 

We -- we've -- we have reserved the right of 

counsel to object, and -- and participants intend to perfect 

such an objection are to file written motions. 

I have not previously set a cut-off date for such 

motions. Since the scope of this practice is not completely 

known yet, I'm hesitant to set a final date for such 

motions. Obviously, I would like to have the matter 

resolved. 

I will ask that any motions concerning the 

admission of evidence -- into evidence of materials 

initially submitted as library reference -- references be 

filed by a week from today, October the 16th. I will allow 

seven days for responses, or until the 23rd of October. 

If additional controversy warrants, additional 

pleadings may be submitted, but it is my hope that we can 

resolve these problems and move ahead. 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 
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In the meantime, I am sure you have some concerns 

about whether to attempt to cross examine on material 

sponsored as evidence. When a witness takes the stand, I 

urge counsel to conduct cross examination on this evidence 

to the extent possible. 

I recognize the possibility that a participant may 

request that a witness be recalled or required to provide 

additional written responses, but to the extent that counsel 

is prepared to explore issues now, I request that you do so, 

so that we can narrow the scope of the outstanding issues. 

Because the library references being sponsored 

into evidence were often major inputs to pre-filed 

testimony, discovery has addressed many of them, and counsel 

may be sufficiently aware of their content so as to allow 

for effective cross examination. 

I note that, yesterday, counsel conducted 

professional and effective cross examination concerning 

aspects of library references sponsored on that day as 

evidence. 

Five participants have requested oral cross 

examination of witness Crum: Florida Gift Fruit Shippers 

Association, Nashua-District-Mystic-Seattle, Parcel Shippers 

Association, Recording Industry Association of America, and 

United Parcel. 

Does any other participant wish to cross examine 

ANN RILEY & ASSOCIATES, LTD. 
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this witness? 

[No response.] 

CHAIRMAN GLEIMAN: If no other witness -- if not 

other participant wishes to cross examine, then Mr. Wells, 

if you're prepared to begin your cross examination. 

MR. WELLS: Mr. Chairman, I do not have any 

original oral cross examination. I'll reserve it for 

followup. 

CHAIRMAN GLEIMAN: Thank you, sir. 

Hoping to have my alphabets right today, that 

brings us to Nashua-District et. al. 

Mr. Olson? 

MR. MAY: Mr. Chairman, Mr. Olson asked if I would 

precede him for PSA before they go on, which I have agreed 

to do. 

CHAIRMAN GLEIMAN: Thank you, Mr. May. I notice 

that Mr. Olson indicated he is agreeable, so we'll begin the 

cross examination, then, with Parcel Shippers Association, 

whenever you're prepared to start, Mr. May. 

MR. MAY: Yes. 

CROSS EXAMINATION 

BY MR. MAY: 

Q Good morning, Mr. Crum. 

A Good morning. 

Q If you will direct your attention to your response 

ANN RILEY & ASSOCIATES, LTD. 
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to NDMS-1-B -- 

A Okay. 

Q -- you there state -- and I quote -- that you, 

quote, "personally supervised both the planning and conduct 

of the studies described in library reference 108. I 

produced and/or assisted with the separate analyses to 

varying degrees. I completely reviewed the printed version 

of the library reference other than the computer 

documentation," end quote, and in that answer, in part D, 

you also state your department designated an official 

technical representative other than yourself, which person 

was responsible, quote, "for all contractual resources that I*re 

use! and handle+ the administrative details as necessary," 

close quote. 

Would you please compare your duties on this study 

with those of the technical representative and explain 

approximately how much of your time was consumed in your 

duties with respect to this study during the period of time 

it was being conducted, expressed as a percentage if that's 

convenient? 

A I'm sorry. As a percentage of what? 

Q The -- the time during which this study was being 

conducted. Would you tell us how much of your time, 

expressed as percentage, if that's convenient, how much of 

your time you spent on this study during the time the study 

ANN RILEY & ASSOCIATES, LTD. 
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was being conducted? 

MR. REITER: Mr. Chairman, I'm -- I'm having a 

hard time seeing the relevance of how much of all of witness 

Crum's work time is spent on a particular study is to his 

involvement. I mean I'm sure he can describe what he did, 

but -- 

CHAIRMAN GLEIMAN: I -- I suspect, knowing Mr. 

May's skills and interest in this matter, that -- that there 

is a point to be made here, and if the witness can answer 

the question, then I think we should allow him to answer the 

question. 

MR. MAY: Yes. 

BY MR. MAY: 

Q If you don't understand, Mr. Crum, you did say 

that you personally supervised both the planning and the 

conduct of the studies. 

I'm trying to ascertain exactly how deeply you 

were involved with this study to see what your level of 

responsibility for the study was and how familiar you are 

with it. 

A Right. 

Actually, I think there were two parts of this 

question? 

The first part kind of compared my role to the 

technical representative -- 

ANN RILEY & ASSOCIATES, LTD. 
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CHAIRMAN GLEIMAN: Excuse me. I think the mike is 

on. Could you just tap on it? You're going to have to pull 

the mike a lot closer to you. 

THE WITNESS: Okay. I'm sorry. 

CHAIRMAN GLEIMAN: That's okay. It's not -- we 

have this problem all the time. 

THE WITNESS: Don't want to run into it. 

CHAIRMAN GLEIMAN: Sometime during the day we have 

to ask people to push the mike further away. 

THE WITNESS: Okay. 

CHAIRMAN GLEIMAN: So, it works both ways. 

THE WITNESS: I believe the first part of that 

question addressed my role as compared to the technical 

representative's role. 

Our designated official technical representative 

fills out the paperwork and deals with the paying-type 

issues, and that's the extent of their role involved in this 

study, receiving mail, things like that, unrelated to 

technical aspects of the study. 

My role related to this study -- and again, this 

is a complicated question as far as the time spent, because 

this library reference 108, which is now -- is part of my 

testimony, began as library reference PCR-38 in the parcel 

reform case. 

As that was being developed, I would guess over a 
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year ago now, probably a year-and-a-half ago, that involved 

-- I would say, for a period of a couple weeks, that 

probably involved almost 100 percent of my time at that 

point. 

Now, that library reference -- again, the parcel 

case then was ended. We then developed a new library 

reference, which was 108, which is now in my testimony. 

At the beginning of those changes of turning the 

former parcel case library reference into the current 

library reference 108, which is now in my testimony -- at 

the beginning of that, that was probably taking, I would 

say, one-third, maybe 33 percent of my time for the first 

two weeks. 

After that, there were occasional times where it 

took maybe 100 percent of my time for two or three days, and 

there were certainly weeks in there where it maybe took zero 

percent of my time, where there was probably no work being 

done by anybody. 

BY MR. MAY: 

Q Since you say that you supervised the planning, 

can you tell us -- what did you tell Christensen Associates 

you wanted them to do on this updating? 

A Again, the original planning for what became this 

took place about -- that would have taken place perhaps in, 

I think, maybe March of 1996. At that point, I came up with 
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a plan in my head of how to break up Standard Mail A parcel 

costs -- Standard Mail A costs between flats and parcels and 

wanting to break them out into logical categories. I had 

certain ideas about how that might be done. 

They had particular expertise in a couple 

important areas, which is why we contracted with them. 

There were other areas where they did not have particular 

expertise, and through a combined effort of many members of 

the Postal Service, we developed this library reference. 

Q This is your ideas about the original study, the 

-- or -- or this is the updated study? 

A Most of the planning time went into producing the 

original study. 

There was little planning -- there were certainly 

a number of changes for a variety of reasons when we 

produced library reference 108, which is now in my 

testimony, but the -- the planning -- the -- the planning 

that took, you know, full time for a period of several 

weeks, that took place in preparation of the -- for the 

parcel case library reference. 

Q Now, it was your idea, then, to abandon the 

approach in the previous study of simply comparing the costs 

of ECR flats and parcels? Was that your idea or 

Christensen's? 

A It was my idea to do that in the parcel case, and 
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1 it was my idea to not do that in this case. 

2 Q Yes. And I -- I'll ask you a followup to that a 

3 little bit later, but this -- you're the one who made that 

4 decision. 

5 A Absolutely. 

6 Q Okay. 

7 Now, if you can address yourself to your new 

8 Exhibit K, which is a part of the 108 library reference that 

9 you have now attached to your testimony -- 

10 MR. MAY: Part of the witness' revised testimony, 

11 Mr. Chairman, is a new section, which it actually attaches 

12 an Exhibit K, which is part of the study. 

13 CHAIRMAN GLEIMAN: Thank you for your assistance, 

14 Mr. May. 

15 BY MR. MAY: 

16 Q Do you have that, Mr. Crum? 

17 A Yes, I do. I have that in front of me. 

18 Q Now, if you will look at page two of that exhibit, 

19 the -- this page, by the way, is -- is it not? -- simply 

20 kind of a narrative description of -- of how you collected 

21 the various cost segments and split them up by shape and 

22 that sort of thing, but focusing on paragraph two there, 

23 where it talks about mail processing costs, you there say 

24 that mail processing costs were estimated by summing the 

25 variable mail processing costs by shape with the remote 

2328 
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Mail processing costs were taken from the variable 

mail processing costs development by shape shown in library 

reference H-106. Do you see that? 

A Yes. 

Q So that this was not, these mail processing costs 

by shape were not derived from a special study that the Post 

Office commissioned in order to find out the differences 

between parcels and flats; is that correct? 

A Yes. Library Reference 106 was done for purposes 

other than the use of our data, than my use of the data in 

producing that library reference. 

Q Mainly and in fact Library Reference is not a 

study as such, is it? It is a compilation of existing 

Postal data? n 

A Any questions related to 106 should probably be 

referred to the person who developed that. 

Q That's what I was going to ask you. You are not 

then sponsoring 106? 

A Me personally? 

Q Yes. 

A No. 

Q Then are you in any position to vouch for the 

costs that Library Reference 108 took from Library Reference 

106? 
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A My understanding of Library Reference 106 is that 

those -- that is the official Postal Service understanding 

of costs, of mail processing costs by shape. So to the 

extent that that is the official Postal Service 

understanding, I believe that that would carry substantially 

more weight than any particular study I might have done for 

purposes of -- for my purposes in this case. 

Q It is a great comfort to know that it is 

officially the position of the Post Office to know that 

flats cost less than shape. But that's what this case is 

about, isn't it, Mr. Crum? What is your proof? I'm asking 

YOU I what is your proof that mail processing cost for flats 

is less than for parcels in standard A? I take it your 

answer is you got that data from another study that you 

didn't do, that you didn't supervise and that you're not 

familiar with other than to have read it; is that correct? 

MR. REITER: Mr. Chairman, if it will help, I 

think yesterday we would have a witness sponsoring that 

library reference so Mr. May will have an opportunity to 

explore that with that witness. 

MR. MAY: Well, I have a pending question, Mr. 

Chairman. 

CHAIRMAN GLEIMAN: Let's -- you didn't object to 

the question. Let's allow the witness to answer to the 

question to the extent that he can, unless you are lodging 
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an objection. And then if you are, please let me know the 

grounds. 

MR. REITER: I believe I have, in part, based 

on -- I mean, I think there are some implications in 

Mr. May's question in light of the fact that that is going 

to be sponsored, I might suggest that he rephrase it 

slightly. 

MR. MAY: Mr. Chairman, this witness has used this 

data source. I am simply asking this witness -- 

CHAIRMAN GLEIMAN: The witness, if I understand 

what he said before, said in his professional opinion, and 

no one has attacked his expertise, that he has relied on a 

document that has a number in it that he believes, given his 

expertise in this area, to be legitimate and solid document. 

Now, as I recall the discussion by one of your 

colleagues in the bar the other day, that seemed to be the 

standard for his using a number out of another document 

under Rules of Federal Procedure 703. We have an 

interesting situation here, Mr. May. 

I think that most of us have a sense of how 

difficult this case is and how important these issues are to 

the Postal Service and to various and sundry parties who 

have intervened in the case. I suspect before it is all 

over, in order that the Commission not be placed in a 

position of voting to violate its rules, that every library 
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reference that anybody made reference to is going to be a 

matter of evidence in this record. 

My mother told me a long time ago to be careful 

what you wish for because you're liable to get it. If the 

witness can answer the question, fine. If the witness can't 

answer the question, the witness can say so. And I would 

appreciate if Postal Service counsel would allow Mr. May to 

continue with his cross-examination and we will just all 

read the record and see what it says later on. And if 

Mr. May wants to come back at the appropriate time and 

cross-examine the witness that the Postal Service presents 

with respect to Library Reference 106, he can do so. If he 

chooses not to do so, that will be the case. And I suspect 

that before it's all over, when parties go to present their 

cases, they may have some library references, too. And, who 

knows, what's good for the goose is good for the gander. 

So let's just get on with it today. Fire away, 

Mr. May. 

BY MR. MAY: 

Q Yes. Mr. Crum, I take it that you simply are 

relying upon 106's authenticity and you can't personally 

vouch for it. That's what you're saying? 

A I don't believe that's exactly what I'm saying. I 

can explain my full understanding of 106. 
.4ZOCRTT 

Originally, in the parcel case, we used- 

AWN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2333 

data to break out mail processing costs by shape. Because 

of the way the Postal Service's new costing approach with 

MODS cost pools, it was no longer consistent with the Postal 

Service's proposals to do it that way. We therefore had to 

come up with a new way of segregating mail processing costs 

by shape. That way developed into Library Reference 106. 

Long before Library Reference 108 was prepared, I 

had discussions with the individuals that produced the data 

that became Library Reference H-106 and they absolutely 

confirmed that this data would be perfect for the purposes I 

was using it for. While I did not do that study, these are 

people who have put their full effort into producing their 

best understanding of those costs and I fully believe that 

they have done that. 

My personal understanding of 106, again the data 

can be very complicated. All I have done is read it and 

talked with the people that have produced that and I fully 

trust that they have done that correctly. 

Q That study was done by contractors? 

A No, it was not. 

Q 106 was done by in-house personnel? 

A Yes. 

Q Now, in 106, 106 itself uses, does it not, another 

source of data, yet again another library reference; am I 

correct? Specifically the MODS-based costing system? 
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A Yes, it does. 

Q And that's in yet again another library reference; 

is that correct? 

A Yes. 

Q So we've got one library reference supplying data 

to another library reference and that library reference is 

supplying data to the study that you take responsibility 

for. Does that kind of sum it up? 

A That is probably not the way I would word it but I 

believe that is factually correct. 

Q And that is the key data, is it not, that we want 

to find out here; i.e., does mail processing of flats cost 

less than mail processing of parcels. That is precisely the 

data we are most interested in, is it not? 

A My use of 106 is to get mail processing costs by 
\ 

shapesstandard mail A. 

Q Just a few more questions about this study. In 

your response to Nashua's Question 4 you identify the 

standard mail A bulk parcel characteristics study described 

in Appendix C of Library Reference BCR-38 and the density 

study described in MC-95 and as Library Reference MCR-13 as 

other data sources. Could you explain briefly how the data 

information derived from those studies was used by you or by 

those who conducted the 108 study to help measure the cost 

differences between parcels and flats? 
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A Why don't I start with the density study. The 

density study estimates the density of letter and 

flat-shaped mail which are therefore used in 108 to help 

produce an estimate of cubic volume per piece. My 

understanding of Library Reference MCR-13 suggested that 
d-w there was not good parcel data available.= conjunction with 

our bulk parcel characteristics study we developed this 

similar density data for standard mail A parcels. Again 

that's also used to get the cubic -- help estimate the cubic 

volume per piece of standard mail A pieces by shape. 

Q And then what do you do with that information? 

Now you know what the cubic volume per piece is. What do 

you do with that? 

A If you go to Table 3 in Exhibit K of my testimony, 

you'll see that a number of the costs areas across are .' 

distributed -- the costs are distributed based on cubic 

volume. For example, highway transportation, rail 

transportation, vehicle service drivers. If you know the 

density by shape of mail and you know the weight, then you 

can get the cubic volume of that shape of mail, and that's a 

way that we -- the way to break out those particular cost 

segments by shape. 

Q Those are largely transportation segments where 

space has an impact on cost; is that not true? 

A That's generally true; yes. 
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Okay. Now -- and the other study? You cited two 

They both -- 

Yes. 

Are used for the same purpose? 

Yes, they both were used for the exact same 

One of them had letter and flat data. The other 

one has parcel data. 

Q Now, since those are the only two studies you do 

mention, am I correct in assuming that you -- since you 

don't mention that you took a new sample, am I correct that 

you did not take a new sample of parcels and flats in this 

new -- this updated version of the 108 study? 

A In the 108 study we used -- that was different 

than the parcel case study -- we used 1996 cost and volume 

data as opposed to 1995 cost and volume data because of the 

new base year. 

Q I know, but you had also had a -- drawn a sample 

in the previous study, and you had a report of what the 

sample consisted. In ECR there were so many types of 

records, rolls, whatever -- you had them broken down, 

merchandise samples. You had actually taken a sample of 

flats and parcels. That does not seem to be a part of the 

updated study, and I just wanted to know is that correct, 

that there is no new sample attached to this -- to the 

updated study? 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2337 

A Let me answer that in a couple ways. First of 

all, for the purposes of the costs and volumes, we do not 

use any samples, we use the complete data, so there's no 

sampling involved. The sampling we did as part of the bulk 

parcel characteristics study that was included in the 

library reference in the parcel case, and I understand that 

since that was provided as a library reference on the parcel 

case, that's data that could still be used on the record. 

That sample broke out a number of parcel characteristics, 

for example, the different types of standard mail A parcels, 

the sizes, the shapes, and other characteristics related to 

machineability, for example. 

Q But you didn't do a new sample? 

A We did not do a new sample. There was not time 

available to do a new sample. We did our study during 

fiscal year 1996, and that is the base year, so I would 

suggest that it would not have been desirable to do a new 

sample. 

Q Well, I mean you say since it's in the parcel case 

study that it's still valid. Is that your testimony, that 

you still vouch for the description of that sample that was 

contained in your previously filed testimony? 

A The bulk parcel characteristics study was not in 

my testimony in the parcel case, it was in PCR-38. 

Q Yes, but -- 
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1 A It was referenced. 

2 Q Yes. Do you still -- 

3 A It was in PCR-30, which was a library reference in 

4 MC-972. 

5 Q But you still vouch for that as you did by 

6 reference in the parcel case? 

7 A The only part of that study that was used 

8 specifically in my testimony in the parcel case or is used 

9 in my testimony now is the density data from that study. 

10 The other data -- and there was a lot of data involved in 

11 that study -- was not used per se in my testimony. But it's 

12 available. 

13 Q I'd like to ask you, Mr. Crum, if you're familiar 

14 with the revised Exhibit A that is in Mr. Frank's testimony 

15 about mail processing, unit costs? I have a copy of that 

16 exhibit that's in his filed testimony if you're not familiar 

17 with it. 

18 A I'm not familiar with that; no. 

19 I’m sorry, I am not familiar with it by that name. 

20 I have seen this document before. Not in its _- not in the 

21 revised version but I had seen the unrevised version. 

22 Q Okay. YOU will recall that in your study in 

23 Library Reference 108, you found a very significant cost 

24 difference between bulk parcels, standard A parcels and 

25 flats of around 40 cents. The number keeps changing but the 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 average of the two numbers that you have put in are around 

2 40 cents, which is close enough for the question. Is that 

3 correct? 

4 A If you can -- depending on how you characterize 

5 "around 40 cents," yes. 

6 Q Now, if you will look at this exhibit, this 

7 purports to show what the cost of handling nonstandard First 

8 Class Mail are and we have nonstandard letters and parcels; 

9 do you see that? Letters, flats and parcels. 

10 A Yes, I do. 

11 Q Now, in First Class, a nonstandard flat costs 

12 20.87 cents a piece and a nonstandard parcel costs 21.96 

13 cents. I mean, they are almost the same. Do you see that? 

14 A I see the numbers you are referring to, yes. 

15 Q Can you explain why it is that in First Class the 

16 cost of processing a flat and a parcel is roughly the same 

17 whereas in standard A it suddenly costs 40 cents more per 

18 piece to process the parcel than a flat? Do you have any 

19 explanation for that? 

20 A Let me go about that in two ways. First of all, I 

21 would need to trace through Exhibit A and find out exactly 

22 what the source is of these numbers and find out what is 

23 going on. I can't really take them as is. All that I see 

24 is six numbers printed on a sheet of paper. I would need to 

25 find out what goes into that. 

2339 
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Second, I would like to point out that this is 

First Class and not standard mail A and there are certainly 

different -- those streams are certainly different. 

Q Well, they do -- 

A I am unable to answer that question as asked. 

Q All right, fair enough. 

Is a possible explanation that your data is no 

good? 

A I don't believe that is a possible explanation. 

Q That's not a possibility? All right. 

Let me shift gears a bit. The -- and it has to 

deal with this general subject matter I am going to get in. 

The question of just how it is that Postal 

personnel are able to recognize what's a flat and what's a 

parcel, Mr. Crum. Now, if you have reference to your 

response to Nashua's 3-A, you there state that your volume 

data for parcels comes from the permit system where the 

determination of the particular item of the parcel was 

governed by the mailing statements, correct? 

A Yes. 

Q Now, let me ask you this. Since there is 

currently no rate distinction between standard A parcels and 

flats, I mean, as of today, there isn't. They pay the same. 

What difference does it make what the mailer puts on the 

mailing statement, whether he says this is a flat or parcel? 
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It has no rate consequences, does it? 

A That's true, there is no rate consequence. 

Q Then why would anybody in the Postal Service audit 

the data put on the mailing statement or try to find out 

whether or not the mailer is filling this out correctly, if 

it has no consequences however he filled it out? 

A I believe I answered that question, if you will 

bear with me for a second, here. 

If you refer to my response to DMA4, under B, my 

response under B says, again, it is my understanding that 

checking shape designations is standard practice upon 

acceptance and verification of a mailing. Under my response 

for C and D, there could also be a rate implication since 

automation compatible flats are limited to three-quarters of 

an inch in thickness. There are also differing makeup . . 

requirements between flats and parcels. And the last thing 

I say there is these business mail acceptance clerks undergo 

a 120-hour standard mail classification training program and 

that, again, it is my understanding that they check it and 

that they are fully trained, certainly a lot better trained 

than I am at differentiating flats from parcels, that they 

should be able to do a fine job correcting any misstatement 

on the mailing statement as such. 

Q Can you state for a fact that during that training 

emphasis is given in the training program to an ability to 
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distinguish between standard A flats and standard A parcels? 

A That is my understanding from speaking with the 

people that are involved in that study that that is one of 

the items discussed as part of that training program. 

Q Do you believe based on whatever knowledge you 

have of the subject, do you believe that even a trained 

Postal supervisor is able simply with the use of the unaided 

eye to distinguish a flat from a parcel where the dimensions 

are quite close? 

A I would guess they would probably use more than 

the unaided eye in trying to distinguish that. 

Q Have you ever been there to see them take the tape 

measure out? Have you ever seen that happen? 

A I have never seen that happen. 

Q So you're guessing that that's what they do? 

A All I said was that -- 

Q Yes, please, go ahead. 

A -- that it would be difficult with the unaided 

eye. 

Q Thank you. 

I'd like you to refer to your response to ADVO's 

responses number six through 13, which is just a whole 

series of questions where ADVO asked the -- you to confirm 

-- ADVO asked for confirmation that a whole series of 

specifications, measurements were, indeed, the -- the 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2343 

guidelines, and it goes on for pages. 

A I'm sorry, counsel. I believe I've only gotten 

one interrogatory from ADVO, and it doesn't sound like the 

question you're describing. 

Q I'm sorry. These were not to you. Forgive me. 

They -- they are not your responses. If you're not familiar 

with them, then I will ask someone else about them. 

They -- they simply were a series of questions 

asking a postal witness to confirm a whole series of the 

dimensional criteria for letters and flats, but if you're 

not familiar with the dimensional criteria, then I will move 

on. 

In your response to Nashua's question 26, you 

there stated that you chose the -- your methodology in this 

case, where you combined all Standard A subclasses and rate 

categories together because your proposed surcharge will 

impact all of these rate categories and not just the ECR 

category, and you go on to state in that answer that you, 

quote, have no idea -- "have no data to show that weight, 

per se, has a significant impact on Standard Mail A parcel 

costs, particularly in the range of weights discussed," 

close quote. Do you see that? 

A Yes, I do. 

Q First of all, just what do you mean by the "range 

of weights discussed"? What weights are we talking about? 
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What did you mean there? 

A The difference between -- depending on how -- on 

which of the four subclasses of bulk Standard Mail A you're 

talking about, flats and parcels do not weigh the same in 

all four of those subclasses. 

The largest -- I don't have this in front of me, 

but if my memory serves correctly, the largest difference in 

weight is approximately between three ounces and eight 

ounces. That's the range of weights I'm talking about, 

three ounces to eight ounces. 

Q Surely it's not your testimony that there is no 

Standard A flat or parcel that weighs more than eight 

ounces, is it? 

A No, that's not my testimony. I was specifically 

referring to the average weights in those subclasses of 

Standard Mail A where there are differences in average 

weights between flats and parcels. 

Q You mean -- so you -- you want to qualify the 

answer to say that you mean by the -- the range of average 

weights being discussed, I mean that there is a -- an 

average weight -- 

A That would be an accurate way of describing what I 

intended by that sentence. 

Q But in fact, there are millions, millions of 

parcels, Standard A parcels that exceed eight inches, are 
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there not, that exceed the average? 

A I assume you mean eight ounces. Yes, there are 

both parcels and flats across the full range. 

Q Well, I mean we're talking about millions and 

millions, aren't we? I'm -- this isn't some little thing, a 

speck of -- that you can just disregard. These are huge 

volumes that are exceeding that, are they not? 

A If the average weight is eight ounces, I would 

guess that there should be an equal amount above as below 

that number. 

Q Yes. So, you could be talking 50 to 100 million 

parcels, couldn't you, easily? 

A I don't know exactly how many. 

Q Well, but the point is your testimony was that you 

didn't think weight was important in -- in the -- in the 

range that you were talking about. In fact, the range is 

all the way from zero to up 16 ounces. That's an actual 

range, isn't it? 

A The limit on Standard Mail A is 16 ounces, yes. 

Q Now, let me ask you this. If you have no data 

--you did say that you had no data. Do you recall mean it 

when you say you have no data to show that weight by itself 

significantly impacts Standard Mail A parcel costs? 

A I stand by that statement, yes. 

Q Despite the fact that, in the past, in the 
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present, and in the future, the post office proposes to 

charge more for Standard A heavier pieces than lighter 

pieces? 

A The rates that the Postal Service charges are not 

a part of my testimony. There is also a factor of weight 

proxying for other characteristics such as changes in shape. 

Q But you're not innocent of the knowledge that, in 

fact, a -- an eight-ounce parcel costs more than a 

four-ounce parcel. You know that, don't you? 

A No, I do not know that. 

Q Do you know that an eight-ounce parcel has to pay 

more postal revenue than a four-ounce parcel? 

A Yes, I know that. 

Q And is this just mere whimsy on the part of the 

postal office in saying, well, we'll charge it even though 

it doesn't -- even though we don't have any data to prove 

that it costs more, we're just going to do it? Do you 

really think they did that? 

A I can't speak for what the Postal Service's rate 

and their pound rate. 

THE REPORTER: I can't speak for what? 

THE WITNESS: I can't speak for the Postal 

Service's rate structure. 

BY MR. MAY: 

Q So, you would have no explanation, then, even 
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though you're a proponent of a -- of a rate increase in this 

case, but you have no explanation, then, for why the post 

office should be charging 50 percent more for an eight-ounce 

parcel than it does for a four-ounce parcel? You have no 

explanation for that? 

A I did not say that. 

Q Well, what is the explanation, then, if you know? 

A I don't know -- I don't know the -- I don't know, 

but I didn't -- I'm also not saying that I have no 

explanation or believe there is no data to support that. 

Q Okay. 

Now, in that same response, you emphasized the 

fact that the cost difference between flats and parcels, as 

shown in this case, which you and I have agreed, in round 

numbers, is 40 cents, is almost twice,as high as the .' 

difference that was present just three or four months before 

in docket MC97-2. You do emphasize that, right, that 

answer? 

A That is stated in my response, yes. 

Q Does it not seem odd to you that, in the space of 

one year, the cost differentials would double? 

A That does not seem particularly odd to me given 

the volume of parcels in the ECR subclass and the potential 

change in mix or just the fact that, because the volume was 

lower, there will be more variability. 
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I'd like to point out that, yes, while it's 

approximately four times the proposed surcharge now, it was 

approximately twice the proposed surcharge back in MC97-2. 

Q You don't find anything strange about that at all, 

that just in one -- from one year to the next you'd have a 

change like that? 

Do you know of any other data in the postal 

system, cost data, where you had those kinds of changes from 

one year to the next in the absence of a -- of a 

dramatically changed cost allocation system such as you're 

proposing in this case? 

A Actually, I am aware of other categories. Let me 

point out one reason, potentially, why this might happen. 

ECR is 7.2 percent of the bulk Standard Mail A 

parcel volume. Standard Mail A parcels are 1.4 percent of 

Standard Mail A volume, including letters and flats. 

This is a small piece of the very large Standard 

Mail A subclass, and you would expect variation because of 

lower volumes, and that's common in the Postal Service's 

cost data systems. 

Q I -- I don't suppose you think -- agree that this 

rather startling increase would be a result, once again, of 

just bad data that you've used in your study? 

A I would not categorize that. I would not say 

that, no. 
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Q Well, if it were bad data, that -- that is a -- an 

explanation for why this phenomena could occur, isn't it? 

A If you're talking, hypothetically, could bad -- 

Q Of course, yes. 

A -- data contribute to changes in results, 

hypothetically, any bad data could contribute to any changes 

in results, yes. 

Q Now, if you will examine your response to Record 

Industry question l-D, in that answer you justify the 

averaging of all Standard A subclasses and rate categories 

to determine your cost difference between flats and 

non-flats by stating that, quote, "the unadjusted base year 

parcel flat cost difference is almost three-and-a-half times 

the proposed surcharge for the subclass with the smallest 

cost difference." 

Would you please explain just which subclass that 

is and please cite to the source of the data that confirms 

your answer? 

A I believe, if you go to my Exhibit K -- 

Q Uh-huh. 

A -- in my direct testimony, table 3-B-l -- 

Q Yes. 

A -- bulk Standard Mail A regular -- I just 

calculated a difference there of 33.1 cents. 

Q Yes. 
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Well -- and the standard mail bulk regular in your 

previous study was what? 

A I'm sorry. I don't -- 

Q I'm sorry. 

A I don't recall. 

Q Yes. 

Well, I mean, is 33.1 cents three-and-a-half times 

the surcharge? That's what you meant, is that -- when you 

say -- 

A I said almost three-and-a-half times 

Q Okay. And that's what you meant, 33 cents. 

A A 35-cent cost'would be exactly three-and-a-half 

times the proposed surcharge. 

Q You did -- did you calculate the differences for 

the other -- like ECR, the non -- and the non-profit 

categories, also? 

A Yes. 

Q Is it the -- isn't it the case that the regular 

rate class has the least amount of differential in cost? 

A The results of Exhibit K in my testimony suggest 

that that is the case, yes. 

Q Doesn't that answer, by the way, that in effect 

that the cost difference is so significantly greater than 

the surcharge that that is a defense for averaging, doesn't 

that answer gloss over the fact that by combining four 
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disparate categories you tend to obscure the fact that 

perhaps a different level of surcharge should be charged to 

each one of those separate categories based on the relative 

degree of cost difference, still summing out to the revenue 

neutral result? 

A The level of the surcharge would be addressed by 

the pricing witness. That is not in my testimony. 

Q Okay -- and that is Mr. Moeller? 

A Yes, it is. 

Q Well, I'll tell him tomorrow that you said to ask 

him. 

Just a few questions about weight in this 

category. 

If you would direct your attention to your 

response to Parcel Shippers' Question 5, specifically Part 

E, there you were asked why you had made no attempt in this 

docket to address the cost differential for the influence of 

weight, since your previously-filed testimony had stated 

that, "Weight also has an impact on the parcel/flat cost 

differential." 

Your response was that you had not previously 

filed such testimony but rather you believed that your 

strongest statement relating to that said that, "It could 

have an impact on cost as well." 

Let me refresh your recollection by quoting to you 
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exactly from your filed testimony. It says, "Though shape 

is the focus of my analysis of attributable cost differences 

within Standard Mail A nonletters, depth of sort, degree of 

dropped shipment, and weight each could have an impact as 

well. Fortunately, I discovered during my analysis that 

within Standard Mail A parcels and flats weigh very nearly 

the same within the carrier route category and I could thus 

isolate the cost driving effect of shape as opposed to 

weight within that category." 

The citation to that is page 9 of your filed 

testimony, MC97-2 at page 7. 

Please explain why you thought that it was 

fortunate just a few months before that you could "isolate 

the cost driving effect of shape as opposed to weight" but 

evidently find it of no use to do so in this proceeding 

since you have manifestly not done so. 

A I think I addressed that in my response to 

NDMS-26, which I think we just talked about. 

Q Well, I mean we went through that. You said you 

had no data to prove that cost had an effect but I just 

quot,ed -- 

A Yes, but I also presented the results of the 

weight equivalent analysis. 

If the weight equivalent analysis still produces a 

large cost difference, then I would suggest that there is no 
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1 reason per se to make an adjustment for any potential 

2 effects of weight on cost if a weight equivalent analysis 

3 produces similarly large cost differences. 

4 Q Well, that is a big if. I mean have you done 

5 that? 

6 A I'm sorry -- have I done what? 

7 Q Have you done the weight equivalence study to 

8 demonstrate to us that indeed weight doesn't make any 

9 difference for the reasons that you think it might? 

10 Have you done those studies? 

11 A If you go to Table 3(A) (1) -- 

12 Q Yes? 

13 A -- that lists the results of the cost difference 

14 in enhanced carrier route between flats and parcels in a 

15 category that I believe actually flats are minutely heavier, 

16 although I would need to check that -- 

17 Q They are? 

18 A So that analysis is in Exhibit K of my direct 

19 testimony. 

20 Q No, I understand, and in your previous testimony, 

21 in the parcel case, which was filed just months before this, 

22 you said it was fortunate -- fortunate -- that you were able 

23 to not have to deal with the effects of weight because you 

24 had isolated the fact that between -- in the enhanced 

25 carrier route category there was an equivalence of weight 
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1 for parcels and flats so you could focus entirely on shape. 

2 My question is why have you abandoned that 

3 approach of focusing entirely upon equivalent weight of 

4 parcels and flats and now in this case have dumped them all 

5 together and now you are talking about all flats and all 

6 parcels where there is a wide range of weights and where by 

7 your own data the parcels weight more than twice the flats? 

8 A I wouldn't says I have abandoned that approach. 

9 Actually, NDMS-26 I exactly say I completely 

10 believe in both the logic and validly of the carrier route 

11 approach that I used in Docket Number MC97-2, and that data 

12 is still available in this docket. 

13 I don't believe I have abandoned that. 

14 Q Well, you haven't abandoned that, but you have 

15 also at the same time failed to account for the influence of 

16 weight on everything outside the ECR category, isn't that 

17 the case? 

18 A I wouldn't categorize my treatment that way, no. 

19 Q Well, tell us then how you have accounted for 

20 weight in your comparison? 

21 A I have not made any adjustment for weight in the 

22 analysis that includes all four subclasses, one of the 

23 reasons being that the rate equivalent analysis produces 

24 similarly large cost differences. 

25 Q You mean in ECR, in the ECR category? 
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A Yes. 

Q But isn't that an apples-and-oranges situation? I 

mean, you are comparing ECR flats and parcels with all of 

the rest of the world, despite the fact that ECR parcels and 

flats are an infinitesimal fraction of the whole? Isn't 

that the case? 

A I wouldn't call them an infinitesimal fraction. 

Q What would you call a volume that small? What 

would be your name for it? 

A It's a relatively low proportion of standard mail 

A parcel volume. 

Q I will accept that. But the great, overwhelming, 

vast proportion of these parcels do not have 

weight -- parcels and flats do not have weight equivalence; 

isn"t that the case? 

A Yes. The larger volume, there is not -- the 

weights are not equal. 

Q Let me move along. As you look at your 

PSA -- answer to PSA-5-D -- 

A I’m sorry, what was the letter? 

Q PSA-5-D. You were asked to supply the revenues 

per piece separately for standard A parcels and flats for 

the test year, since you had been able to supply the 

estimated test year cost differences per piece, I take it by 

extrapolating from FY '96 costs. So this question said, 
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well, you have given us the test year cost estimate, give us 

the test year revenues per piece for a standard A parcel and 

for a standard A flat. 

Your answer was that the methodology would not 

apply to revenues. "Test year revenue per piece figures are 

not calculated at this level of detail." You went on to say 

that the data supplied in this docket "does not include such 

estimates because they are not required." 

Please explain why you believe such data are not 

required. 

A I'm probably not the best person to speak of the 

requirements, the revenue requirements for the Postal 

Service, but it is my understanding that that data is only 

required by subclass and not by shape. 

Q Well, if you don't know how much the revenue per 

piece is going to be for the parcels and flats separately, 

then how do you know that the revenues that are going to be 

earned on a parcel in the test year are not an amount 

greater than the revenue to be earned by a flat in the test 

year, an amount greater, that is, equal to the alleged and 

extrapolated cost differences between parcels and flats in 

the test year? How do you know? 

A Revenue is not in any way in my testimony. 

Q The point is you don't know, do you? 

A I personally do not know. 
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Q Well, let me just give you a hypothetical. If the 

standard parcel was going to earn 40 cents more revenue than 

the average flat was going to earn and there is a 40-cent 

cost difference between parcels and flats, would you have 

still proposed a lo-cent surcharge on flats -- on parcels? 

A I did not propose a lo-cent surcharge. All I did 

was the cost study. It was Mr. Moeller who did the lo-cent 

surcharge. 

Q Mr. Moeller did that. So I should ask him. YOU 

are not an advocate for the surcharge; you are simply saying 

there is a cost difference? 

A My testimony shows the cost difference between 

parcels and flats in standard mail A. 

Q But you have also testified that one of the 

reliefs you have and that you are not concerned about the 

averaging you have done is because the surcharge is only 

one-,fourth of the cost difference. So you are aware that 

your -- 

A Absolutely. 

Q -- position is to support a surcharge? 

A Yes. 

Q And I am just asking you whether or not you, and 

if you don't know I suppose we will ask somebody else, are 

aware of whether or not you need a surcharge in order to 

cover the costs of these parcels bearing in mind the amount 
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of revenue they are liable to yield. You don't know; is 

that right? 

A I do not know in the test year, that's correct. 

MR. MAY: That's all I have, Mr. Chairman. 

CHAIRMAN GLEIMAN: Thank you, Mr. May. 

Nashua District? 

Mr. Olson, can I ask you to give me a rough 

guesstimate on how long you might go? Because we could take 

a break now. It's almost that time. 

MR. OLSON: Probably 15 minutes but I can't be 

sure. 

CHAIRMAN GLEIMAN: Let's press ahead. I won't 

hold you to the 15 and we will see how far we go. It would 

be good to yet a little bit further along before we break. 

CROSS EXAMINATION 

BY MR. OLSON: 

Q Mr. Crum, my name is William Olson, representing 

Nashua District Mystic Seattle, and I'd like to ask you to 

turn to page 10 of your testimony to begin. 

A Okay. 

Q I'm trying to yet the right revised page 10. I 

think I have it. 

There on lines 12, 13, and 14 you say that your 

testimony distinguishes costs on the basis of shape by 

showing the additional shape-based cost differences within 
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1 nonletters between flats and parcels; correct? 

2 A Yes. 

3 Q And then on page 12 of your testimony beginning at 

4 line 5 you have a section discussing as to how you control 

5 for the greater drop shipment and the greater presort which 

6 is found in standard A flats as opposed to standard A 

7 residual; correct? 

8 A Yes. 

9 Q Okay. And you reference Table 7 of Exhibit K for 

10 those costs. Let me ask you this. Is that where the 

11 cost-avoidance data appears then,in Table 7? 

12 A Yes. 

13 Q Okay. Now if you'd turn to that table and the -- 

14 what's labeled as (2) Cost avoidance dollars per pound LR 

15 H-111, is that where the cost avoidance of drop shipping~'is 

16 factored into Table 7? 

17 A Yes. 

18 Q Does that table show that a piece which is entered 

19 in an SCF has an 11-cent-a-pound cost avoidance roughly? 

20 A It's 11.05 cents. 

21 Q Okay. Now does that 11.05 cents cost avoidance 

22 reflect mail processing cost or transportation costs or 

23 both? 

24 A I believe that reflects both. 

25 Q DO you know? 
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A Barring me +e+z= having forgotten something in the 

last two weeks, yes, I would say I know. Or if this is -- 

if in some way Library Reference 111 has changed in between 

when I used this data and now. 

Q Okay, 111 is the drop ship cost avoidance study; 

correct? 

A Yes. 

Q Do you know what witness has that study, sponsors 

that study? Do you? 

A No, I do not know which witness sponsors that 

study? 

Q Okay. Do you sponsor it? 

A No, I do not. 

Q Okay. 

CHAIRMAN GLEIMAN: Counsel, can we find out -- 

Postal Service counsel -- can we find out who's responsible 

for that study and -- 

MR. REITER: We'll let you know. 

CHAIRMAN GLEIMAN: Who might be willing to sponsor 

it if it becomes necessary? 

MR. REITER: We'll let you know. 

CHAIRMAN GLEIMAN: Thank you. 

BY MR. OLSON: 

Q YOU are somewhat familiar with that study, I take 

it, having taken these numbers from it; correct? 
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A Yes. 

Q Okay. Do you know if that particular study in 

developing these numbers distinguished between whether the 

pieces were letters, flats, or parcels? 

A I believe it did not distinguish those costs by 

shape between flats and parcels. 

Q So the 11-cent savings of destination entry at an 

SCF is an amalgam of letters, flats, and parcels; correct? 

A That is my understanding. 

Q Okay. And your use of that number in developing 

your costs reflects your implicit assumption, I take it, 

that the cost avoidance caused by drop shipping of letters, 

flats, and parcels is the same. 

A That's the implicit assumption I had to make to 

make this conservative adjustment to my cost difference. 

Q Is that a good assumption? 

A Given the data that was available, I believe that 

it was proper to make this adjustment. That was the only 

data I had available to make this adjustment, so I'm very 

happy with my choice of doing that. Would there have been 

cost avoidance available by shape, I would have used that. 

That is not available, to my understanding. 

Q Do you have any reason to believe that cost 

avoidance is uniform across letters, flats, and parcels? Do 

you believe it's uniform? 
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A I haven't fully thought through that issue, to be 

honest with you. 

Q Okay. 

Do you have your response to NDMS-21:' 

A Yes, I do. 

Q Okay. 

In part B, you're talking about mail processing 

costs and how they vary, and you say cubic volume is one 

characteristic that the Postal Service has identified as 

important in mail processing and other costs flor parcels in 

particular, correct? 

A Yes. 

Q Okay. 

Does that indicate that, if letters, flats, and 

parcels had a different density, that that would, in fact, 

reflect different costs of handling letters, flats, and 

parcels? 

A Yes, I believe that's true. 

Q Okay. And indeed, isn't that the way you build up 

the costs -- I'm not talking about, now, costs; avoided but 

-- but the costs of distinguishing between letters, flats, 

and parcels in your study. 

A Cubic volume of the pieces is one of the 

considerations in the study, yes. 

Q So, the fact that parcels has less density is a 
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1 factor you consider in developing the costs incurred, shall 

2 we say, by those parcels, correct? 

3 A Yes, that is one of the factors considered. 

4 Q But then, when you take a look at the costs 

5 avoided by those very same parcels, you make the assumption 

6 that density changes are of no relevance and letters, flats, 

7 and parcels have equal cost avoidance, correct? 

8 A Given that that is the -- how the data is 

9 available for the drop-ship information, that was really the 

10 only choice that I believed I had at the time, yes, or now. 

11 Q Okay. The choice was either to use the data which 

12 you knew weren't directly applicable or use no':hing, 

13 correct? 

14 A I wouldn't characterize it as not directly 

15 applicable, but yes, the option was either to ruse that data 

16 from the drop-ship library reference or not to make a 

17 conservative adjustment that I felt compelled to make. 

18 Q Do you think it's fair and reasonable to take into 

19 consideration the increased costs that you say that parcels 

20 have because of their -- their -- their lesser density when 

21 you determine costs incurred and yet overlook those 

22 differences when you determine costs avoided? 

23 A I don't believe there was another option in this 

24 case. 

25 Q Well, I didn't ask you if there was another 
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1 option. I asked you if it was fair and reasonable. 

2 A Given that making any adjustment at a11 was a 

3 conservative step, under that auspices, I would say that, 

4 Yes, that -- that I won't say there's anything unfair about 

5 what I did. 

6 Q Okay. 

7 But you say it's a conservative step, I take it, 

a if you are supporting a uniform discount -- in other words, 

9 a discount that applies irrespective of the point of entry 

10 of the mailer into the system, correct? 

11 A I would say it's a conservative step because it 

12 lowers the stated cost difference between flats and parcels 

13 in Standard Mail A. 

14 Q Okay. But -- let me ask you this. Had you ever 

15 been asked to develop the costs, the additional costs of 

16 parcels that you allege exist for parcels that are entered 

17 at SCFs or DDUs or anywhere else along the line, or are you 

ia simply dealing with averages? 

19 A That has not been broken out -- that is not broken 

20 out in my testimony. 

21 Q Were you asked to do that? 

22 A NO. 

23 Q Did you try to do it? 

24 A No. 

25 Q So, you were, in other words, asked to provide a 
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1 cost study that would support a uniform parcel surcharge 

2 irrespective of place of entry of the piece. 

3 A I was asked to look into the cost differences 

4 between flats -- within non-letters between flats and 

5 parcels in Standard Mail A. 

6 Q Do you believe that drop-shipping a flour-ounce 

7 standard flat -- strike that. Do you believe that 

0 drop-shipping a four-ounce Standard A parcel into an SCF 

9 avoids the same costs as drop-shipping a Standard A letter 

10 into that same SCF? 

11 A I’m sorry. As compared to what? 

12 Q A Standard A letter versus a parcel. In other 

13 words, if you're calculating-the costs avoided by 

14 drop-shipping into an SCF and one piece is a ~letter and one 

15 piece is a parcel, I'm asking you if you have a -- a view as 

16 to which causes more cost avoidance. 

17 A Are you comparing that to no drop-shipping? Is 

18 that your benchmark? I’m trying to see where -you're 

19 comparing -- I have to compare the drop-shipped with 

20 something else. 

21 Q I'm asking you to compare drop-shipping of two 

22 different-shaped pieces -- 

23 A Right. 

24 Q -- a letter and a parcel. Okay? 

25 so, if you're determining cost avoidance by 
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drop-shipping a letter into an SCF or a parcel into an SCF, 

there is a savings, there is a number associated with letter 

cost savings and the parcel cost savings. I'm asking you to 

compare them. 

A But I have to -- I have to know what -- how else 

would it be entered to get a cost avoided? What am I 

avoiding the cost of? 

Q Oh, instead of -- instead of the average. 

A Okay. 

Q 
y/fe&t 

Which is what you did in K, correct? Or what 

library reference LR-111 attempts to do, correct? 

A I believe LR-111 takes it off of -- compares it to 

no drop-ship. 

Q Okay. Make that comparison for me, would you? 

A I'm sorry. Could you rephrase the second half of 

the question? I don't mean to -- 

Q Sure. 

You said you needed to know -- comparing SCF entry 

versus something else. I'll say now -- be consistent with 

LR-111 and say no destination entry, and I want to know 

whether you believe the costs avoided are the same for a 

Standard A letter and a Standard A flat -- a Standard A 

parcel, excuse me, comparing -- 

A Are the cost -- are the cost avoidances different 

or the same for the four-ounce letter for -- versus a 
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four-ounce parcel, for example? 

Q Exactly. 

A I believe that, potentially -- I'd have to think 

about this more -- I don't know for certain, but I would 

guess, perhaps, that a parcel might avoid more costs based 

on the issues that we've just discussed. I can't definitely 

say that, but -- 

Q So, you're not sure if mail processing and 

transportation costs are higher for a letter or a parcel. 

A No, I'm not saying that. 

Q Well, you're saying that, if you're looking at it 

from a cost avoidance standpoint, that you can't tell me 

whether -- for sure whether a Standard A four-ounce -- 

excuse me -- you can't tell me whether drop-shipping a -- a 

same-weight Standard A parcel and letter avoids the same 

costs. 

A I guess the issue here is that's breaking out my 

testimony into sub-categories that I have not specifically 

looked at. 

If you take the general approach of my testimony 

and assume that those same basic cost differences are 

applicable to the transportation segments and the mail 

processing segments involved between now, it would 

suggest that, yes, drop-shipping a parcel versus no entry 

versus drop-shipping a letter versus no entry, that the 
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parcel would save more, but I cannot conclusively say that, 

because it's breaking out my testimony into sub-segments 

that I have not specifically reviewed. But applying the 

logic, the answer would be yes. 
m 4s 

Q Could you look at your response to-Wa-sh+m 19? 

A Okay. 

Q In part B, I think your fourth sentence says, 

"Because the purpose of my analysis is to support a simple, 

conservative surcharge, I did not need to develop costs 

separately by presort level," correct? 

A Yes, you have accurately stated that. 

Q If you had developed costs separately by presort 

level, would that have helped us understand the different 

costs associated with drop shipping letters versus parcels, 

for example? 

A I don't necessarily believe so. 

Q You don't think there is a correlation between 

presortation and drop shipment? 

A I didn't say there was no correlatic'n. 

Q What is -- 

A But they are independent work sharing options. 

Q Right. 

Could you look at your response to 21, Nashua 

District Mystic Seattle 21. 

A Okay. 
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Q I'm sorry. I can't seem to locate my own copy of 

it. But isn't that the one where you said that 

machinability is not an important characteristic in 

distinguishing between standard A parcels with low unit 

costs and standard A parcels with high unit costs, something 

to that effect? 

A That adequately paraphrases my answer, yes. 

Q Why is machinability not important in 

distinguishing between parcels with low and high unit costs? 

A For standard mail A parcels, pieces weighing 

between zero and eight ounces are defined as nonmachinable, 

except six ounces if it's square. Machinable parcels, on 

the other hand then, are defined as between eight and 16 

ounces. Piece distribution costs -- the piece distribution 

cost portion of mail processing costs are potentially 

impacted by this difference between machinability or 

nonmachinability of the piece. 

On the other hand, nonpiece distribution costs, 

such as loading, moving, dumping and unloading, are more 

impacted by cubic volume. Now, weight is a very imperfect 

proxy for cubic volume but it can be used. So as the piece 

increases in weight, it on average generally approximately 

increases in cubic volume so it goes up from, say, zero to 

six to eight to 16 ounces. So as cubic volume generally 

increases, it causes an increase in these nonpiece 
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1 distribution costs. 

2 Mail processing costs are approximately a 

3 relatively equal proportion of these nonpiece distribution 

4 costs and piece distribution costs. So we can't make any 

5 clear conclusions of the impact of machinability on standard 

6 mail A parcel costs because it is a combination of the piece 

7 distribution which are geared on the machinability, again, 

8 the machinability being the heavier pieces and the nonpiece 

9 distribution costs which we believe are based more on the 

10 cubic volume of the piece. And those pieces would increase 

11 starting at the lower weight increment such that the lower 

12 weight pieces proxying for cube would be less expensive. 

13 Q It sounds like you were ready for that question. 

14 I have to say I have no idea what you said but it 

15 is not a reflection on how well you said it. 

16 Is there a short answer to that question such as, 

17 we don't use machines to process standard A parcels? 

18 A No. 

19 Q Is there any other short answer you could give me? 

20 I will have to go back and read the transcript. 

21 A I guess the shorter answer is there are competing 

22 factors. There are a variety of factors which impact mail 

23 processing costs for standard mail A parcels and in the 

24 particular case of below 16-ounce parcels, they operate in 

25 opposing cost driving ways such that you can't make any 
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clear definition based on machinability. 

For example, in parcel post, they operate in 

advancing ways such that the largest pieces have the largest 

cubic volume and can't run on the parcel sorting 

. For standard mail A parcels, it kind of works 

in the opposite, such that the heavier proportion of 

standard mail A parcels can indeed be sorted on the machines 

whereas the smaller pieces cannot be sorted on the machines, 

the smaller and lighter pieces can't. 

Q Does that mean it is of no consequence to the 

Postal Service as to whether people present machinable or 

nonmachinable parcels for standard A? 

A I wouldn't say that. 

Q If there are no cost distinctions -_ 

A I am talking, on average, the pieces -- there are 

reasons, there are characteristics that cause machinability. 

We would want -- again, I don't want to speak for the Postal 

Service about what they would want. I think I have 

described the cost drivers as they relate to standard mail A 

parcels. 

Q So are you saying that if you were to take a look 

at machinable parcels versus non-machinable parcels, you are 

not sure which would be lower cost? 

A For Standard Mail A, yes, that's the case. 

MR. OLSON: Thank you, Mr. Chairman. 
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CHAIRMAN GLEIMAN : You were almost 'true to your 

word, just a couple minutes more than 15. 

We are going to take a lo-minute break at this 

point and when we come back, Mr. Wiggins, we will he ready 

for the Recording Industry Association of America. 

Thank you 

[Recess. 1 

CHAIRMAN GLEIMAN: Mr. Wiggins, fire away. 

MR. WIGGINS: Thank you, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. WIGGINS: 

Q Mr. Crum, I am Frank Wiggins, here for the 

Recording Industry Association of America. 

You talked with Mr. May some about the evolution 

of the proposal for a small parcel surcharge between MC97-2 

and this case. 

There is one element to it that you did not touch 

on I think, and that is the definition of the mail pieces 

that would be subject to the surcharge. 

Are you aware that there has been a change in that 

definition? 

A No, I am not aware of that. 

Q Let me read the two of them to you and perhaps you 
MC. 

can tell me that I am over-reading. In"97-2 this definition 

was proposed: "Regular subclass mail is subject to a 
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1 surcharge if it is not letter-card- or flat shaped." 

2 In the present case those elements are still at 

3 play, but here is a definition: "Regular subclass mail is 

4 subject to a surcharge if it is prepared as a parcel or if 

5 it is not letter or flat shaped." 

6 So far as you are aware, is the new inclusion of 

7 preparation as a parcel a proposive act on the part of the 

a Postal Service? Is that intended? 

9 A I really don't have any comment on that 

10 I am not familiar with perhaps the difference of 

11 language. Perhaps that would better be asked of the pricing 

12 witness. 

13 Q Did your studies as they evolved from 97-2 to the 

14 current case take into account that mail pieces prepared as 

15 parcels should be counted as parcels for costing and volume 

16 purposes? 

17 A I made no changes between MC97-2 and-@7-I 

ia based on any issue related to that. 

19 Q In your response to NDMS Number 3 --. do you have 

20 that handy? 

21 A Yes, I do. 

22 Q You make reference in Subpart A to DMM Section 

23 co50 -- 

24 A Yes. 

25 Q -- as the governing rule for how mail pieces are 

2373 
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1 going to be characterized as either parcels or something 

2 else? Is my understanding of that right? 

3 A Well, postage mailing statements, which is the 

4 source of volumes in my analysis specifically reference the 

5 DMM CO50, yes. 

6 Q Do you have that document at hand? 

7 If you don't have it -- 

a A I have the two pages that I attached to my 

9 response, I believe, if I -- I have two pages from CO50. 

10 Q C-43 and C-50? 

11 A The pages I have here with me are C--47 and C-48 

12 from DMM-51. 

13 MR. WIGGINS: Okay, I have 52. If I might, Mr. 

14 Chairman, may I approach the witness? 

15 CHAIRMAN GLEIMAN: Certainly. It mi.ght be helpful 

16 to both of you and to the rest of us if you could just 

17 mention what the section numbers are, either or both of you 

ia mention what the section numbers are on the pages in 

19 question. They may be the same substantive pages. 

20 MR. WIGGINS: Sure 

21 BY MR. WIGGINS: 

22 Q And also have in front of you if you would, 

23 please, Mr. Crum, your response to NDMS No. 9R, as in Frank. 

24 A Okay. 

25 Q You say there, toward the end of what is either a 

2374 
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sentence or a paragraph, according to the DMM, flats and 

parcels have different preparation requirements. Did you 

have a particular part of the DMM in mind when you said 

that? 

A NO, I did not have a particular part in mind that 

I referenced. 

Q Well, there's clearly no reference. 

A I would guess when I scripted that I was looking 

at something, but to be honest I don't know w:hat particular 

area I was looking to. 

Q Would you take a quick look at Section CO50 of the 

DMM which I've just provided to you. 

A Yes. 

Q And tell me whether you see preparation 

requirements there. 

A No, I do not. 

Q And this is a standard, CO50, is the standard 

employed in differentiation between parcels and all others 

for terms of the mailing statement? 

A For terms of the mailing statement, yes, the 

mailing statement specifically references CO50, yes. 

Q And therefore this is what defines parcel volumes 

for purposes of your study. 

A Yes, that's true. 

Q Okay. And there are no preparation reqUirementS 
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in this section. You just told me that. 

A I don't -- yes -- 

Q I’m just summing up for you. 

A I don't see any. Yes. Yes. 

Q Okay. Good. And what one does see in looking at 

CO50, Exhibit 2.0, which is a nice little graphic that shows 

you the differentiation between letters, flats, and parcels, 

is there anything that prohibits a mail piece which is -- 

two mail pieces which are precisely the same isize to be on 

the one hand a flat and on the other for some reason a 

parcel? 

A I don't see anything here based on this page that 

would say that. 

Q So that when the systems that were employed to get 

the volumes that you used in your study were differentiating 

between flats and parcels, how did they tell the difference, _ 

if this is the standard? 

A How did the acceptance clerk tell the difference 

on the mailing statement or -- 

Q If all one is looking at in making out the mailing 

statement is this section of the DMM, and I believe that's 

what you told me -- 

A Okay. No, I said the mailing statement 

specifically references CO50. I assume that the people 

whose job it is to do this who yet, again, as I said before, 
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1 get the 120 hours of training in acceptance, I assume that 

2 they're getting additional training, but the mailing 

3 statement itself specifically references this section of the 

4 Domestic Mail Manual. 

5 Q Which permits a flat and a parcel of precisely 

6 identical dimensions; correct? 

7 A There does appear to be an overlap between flats 

a and parcels to make the situation that you suggest possible, 

9 but I -- subject to me thinking about that, I think you're 

10 correct. 

11 Q You told Mr. May that you employed l?CR-38 from the 

12 parcel classification case as the single device by which you 

13 determine the density of parcels. Did I hear that right? 

14 A The bulk parcel characteristics study supplied 

15 in -- supplied as one segment of PCR-38 is the source of.'the 

16 density of standard mail A parcels currently in Exhibit K in 

17 my testimony; yes. 

ia Q It was Exhibit C or Attachment C to that study? 

19 A That sounds right; yes. 

20 Q Yes. Have a look at a portion of your answer 

21 to -- or actually the attachment to your answer to RAA No. 

22 5. Through a series of interrogatories that we put to you 

23 in the MC-97-2 case -- 

24 A Yes. 

25 Q Particularly look at page 1 -- page 1 of 
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Attachment 1 to your answer to our Interrogatory 4 
Aa&* 

A I believe I em right sheet. 

Q Okay. It's a sheet that has by weight increments 

the described by content -- 

A Yes. Yes. 

Q -- volumes of mail -- 

A Yes. 

Q __ so that if one looks, for example, at the first 

column, which is CD boxes, you can see that there were not 

of them at -- in the one-ounce increment, there were 1,500 

in the two-ounce increment -- are -- are we at the same 

place? 

A Yes. 

Q Okay. 

A Yes. 

Q Good. 

It seemed to me a little bit odd that one had 

volume at every ounce increment, except the o'ne-ounce 

increment, for a CD box, because it seemed to me that they 

would likely be more uniform in weight than that and you'd 

have little lumps of -- of -- of weight. 

You'd have one for a CD box with on,e CD, you'd 

have another for a CD box with two CDs, etcetera. You 

wouldn't have such continuity? Did that occur to you when 

you looked at this -- 
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A Yes. 

Q -- these data? 

A As a matter of fact, particularly we thought that 

was -- I thought -- I thought that was odd that there were 

so many pieces in the three weight ounce increment, and I -- 

back at my cubicle, I have a desk full of single CDS, two 

CDs, all the grouping of CDs that are mailed, so that seemed 

very odd to me. 

Q Did you weigh those? 

A At that point -- yes, I weighed them, measured 

them. I have done this just as -- I have a -.- I have all 

these back at my desk. So, that appeared odd to me that 

there would be that many pieces. 

At that point, I investigated into the study, and 

it turned out that, when people -- that when the individuals 

at the Postal Service who were participating in the study -- 

they interpreted CD box to mean -- I'm sure everybody in 

this room has probably gotten the America-On-Line things 

mailed out to them, and this was very -- this was happening 

very frequently back in April of 1996, and it turns out that 

not only CD boxes as in recordings, you know, CDs as in, you 

know, music CD, for example, a lot of data in this was 

incorporated from American-On-Line mailing out sample CDs to 

customers with the intent of them subscribing to their 

service. 
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Q And that, in your mind, was an adequate 

explanation for the array of data on that sheet? 

A Yes. 

Q Do you know what the definition of parcel was for 

various of the cost studies that you employed in order to 

create your table 3 of Exhibit K? 

A Yes. 

Q Can you tell me? 

A Okay. I believe I've answered that question. I 

believe NDMS-3-A fully responds to that as far as the 

definition of a parcel that was used in the various data 

systems that we used to differentiate parcels from flats. 

Okay. So, it's the IOCS operating instructions? 

Yes. 

Q 

A 

Q 

there? 

A 

Q 

instruct 

rural -- 

there is 

You have those as an attachment to your answer 

Yes, I do. 

Can you look those over for me, those -- those 

,ions, please, just for -- don't worry about the 

and tell me whether there, in those instructions, 

any reference to mail preparation or what I think 

you referred to with Mr. May as makeup, mail makeup? 

A From the four pages that I extracted from the IOCS 

handbook, I see nothing that talks about mail makeup. 

Q Indeed, though they use more words, these 
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1 instructions are really entirely consistent with the little 

2 graphics that I showed you in DMM-C-050, are they not? 

3 A Yes, they are. 

4 Q And under these instructions, as under C-050, one 

5 could have a flat of -- or a parcel of precisely the same 

6 dimensions of a flat. 

7 A Yes. The dimensions of a parcel an'3 a flat 

8 overlap as described here. 

9 Q And there's nothing in there that tells you how to 

10 distinguish between a parcel and a flat, is t:here? 

11 A I believe the understanding is that anything not 

12 previously defined as a letter or a flat then becomes a 

13 parcel. 

14 Q Well, but we've just said that the definition in 

15 that piece permits a parcel to be absolutely within the 

16 defining characteristics of a flat. 

17 A Right. 

18 Q Didn't we just say that? 

19 A Yes. There are different -- parcelis, as I define 

20 them, are not exactly as they are defined hera. 

21 Q Well, whether one -- 

22 A Parcels as I define them are anything in the 

23 categories of IPP machinable, IPP non-machinable, parcel 

24 machinable, or parcel outside. 

25 Q Well, but in -- at least in some of those 
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categories, not in all of them, one could have a thing 

defined by those instructions as a parcel that would also 

perfectly fit the C-050 definition of a flat. That's -- 

that's my question. 

A In some of those categories -- for example, for 

machinable parcel, it specifically excludes, :Eor example, 

flat-shaped pieces, but I do not see that, for example, 

under IPP machinable. 

Q Precisely. 

So, my question again -- and it's the same 

question in an only slightly different environment as I 

asked you with regard to the volume studies -.- how did your 

cost stud:ies know when to characterize something that was in 

that borderline, that could be characterized, under the 

rules, as either a parcel or a flat? How did your cost 

studies know what to call it? 

A You're talking about the pieces that could be 

called parcels, as defined here -- 

Q That under -- 

A __ or flats, as defined -- 

Q Exactly. Precisely. 

A Again, my understanding as to how this works is 

that pieces that are defined as letters were called letters, 

pieces defined as flats are called flats, anything else is 

defined as a -- one of these other four categories. 
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Q Okay. But in doing, for example, library 

reference 146, which begat library reference 106, which was 

incorporated into library reference 108, now Exhibit K to 

your testimony -- 

A Yes. 

Q -- do you know -- sounds biblical, almost, doesn't 

it? 

Do you know how whoever was making the 

classifications of, on the one hand, parcels and, on the 

other hand, flats made that distinction? 

A I'm sorry. Could you just repeat the last part of 

that? 

Q Sure. 

Somebody, in making the study in 146, broke 

non-letters out into parcels and flats, correct? 

A Yes. 

Q And I'm asking you, for the mail pieces that, 

under the definitions we've looked at, could :be -- 

A Yes. 

Q -- treated as either -- 

A Yes. 

Q -- how did they decide which was which? 

A Library reference 146, which is, ag,ain, kind of 

the four steps removed, they based that on thme IOCS shape 

tally, which refers to this handbook F-45. 
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Q Okay. 

So, there could have been counted as parcels under 

the definition there -- there could have been counted some 

pieces which also perfectly qualify as flats. 

A An individual tally-taker certainly could have, in 

an instance, picked the improper shape designation for the 

reasons you suggest. 

Q So that with regard both to your pr'ojection or 

calculation, because it's historical, of the relative 

volumes of flats and parcels and in applicati'on to your 

calculation of the costs associated with those volumes, 

there may have been some mixing and matching. 

There may be flats in the -- in the parcel 

population, there may be parcels in the flat population. IS 

that -- is that fair? 

A As in any study involving -- involving as much 

data as these did, yes, there is always the potential for a 

miscategorization, again when you're taking that many 

samples of data. 

Q Thank you. 

Have a look, please, at RIAA's number two to you, 

where -- where you explain to us first -- do you have that? 

-- where you -- 

A Yes, I do. 

Q -- where you explain to us first that 72.16 
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percent of the bulk rate -- bulk regular othe:r parcels are 

machinable and you got that from library refe:rence 38, from 

MC97-2? 

A Yes. 

Q Can you tell me where in the -- in ::hat document 

you found that number, or let me suggest where you found 

that number. 

You summed -- you cite to it, but you summed -- 

under the shape and machinability segment of Itable C-2, you 

summed IPP machinable bulk rate regular other and parcel 

machinable bulk regular other? 

A Yes. I don't have library reference PCR-38 with 

me here at the table. 

Q Okay. Well, the -- the number 72.16 doesn't show 

up there, but if you add the two numbers that I just had 

reference to you, you get that number. 

A Okay. 

Q I just want to confirm that that's how you did it. 

A Yes. 

Q Okay. 

You then go on to say that even though there is a 

substantial population -- 72.16 percent of -- of the mail 

pieces eligible -- eligible for bar-coding because they are 

machinable, you -- you give, then, a number of reasons that 

you don't think the actual bar-coded population, were a 
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discount allowed, would be that great? Is that a fair 

summation of the remainder of your -- 

A Yes, the subset of that 72.16 percent. 

Q Right. And I think I understood each of the three 

reasons that you invoke -- I'm not saying I a,gree with them, 

but I understand them -- except the last, and it reads, 

"Third, it is my understanding that Standard :Xail A parcels 

are sorted in a variety of different ways and may not always 

be sorted on the BMC parcel sorting machine f'or reasons 

other than DMM defined machinability." 

Could -- could you expand on that a little bit for 

me? 

A I think basically what I was trying to get across 

there is, in my many travels through different postal mail 

sorting facilities, I have both seen parcels being sorted 

manually that, to my understanding, met the requirements of 

a machinable parcel and g -- while, on the (other hand, I 

have also seen pieces on the BMC parcel sorting machine 

that, to my understanding, based on the definitions in the 

DMM, would not have been machinable. 

Q Did you make any -- 

A I can't -- I can't -- I did not do ;a study of 

this. 

There are obviously 983 million of ,these, and the 

fact that I happened to see at least one example counter in 
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both directions -- I can't say if that's representative or 

perhaps that's the one in 983 million where that occurred, 

but I was trying to get that point across. 

Q Sure. Okay. 

If you could put NDMS number six in front of you, 

please. 

A Okay. 

Q You there explain why it is that -- and I'm 

reading now from the tag end of your answer -.- several of 

these files -- and these are the electronically stored files 

backing up 108 -- 

A Yes 

Q __ several of these files will not lee accessible 

through standard PC word processing or spreadsheet software 

programs. 

A Okay. Yes. 

Q Can you tell me whether any of the data or 

calculations which were integral to the final presentation 

that you have in tables 1, 2, and 3 of 108 fit that 

description, they were inaccessible to those technological 

troglodytes like me who can't do anything beyond a 

spreadsheet and even have trouble with that? 

A Well, it's been about 10 years since I have 

programmed in FORTRAN, so hopefully I'm not putting myself 

in that category, also. The results that I use and have 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2388 

understand -- the programmers that ran the base-level data 

programs produced those. 

None of the data that I used either in writing my 

testimony or that I use that -- or that I used gavailable 
B 

in tables 1, 2, and 3 -- none of that data is such that that 

described. It's a level below that -- 

Q Okay. 

A -- where you're taking, you know, the tallies 

across the country and combining them -- 

Q Yes. 

A __ into higher levels of data. 

Q Okay. 

A so, I believe I've answered your qu,estion now. 

Q Oh, you absolutely did. 

You talked a little bit with Mr. May about the 

--when talking about the variations in cost o,E -- of parcels 
MC 

measured between"97-2 and this case -- you suggested that 

one possible explanation for variations of that magnitude 

was that we were dealing with small numbers and that small 

numbers tend to have more volatility than larger and 

definitionally more stable databases. Do I have that right? 

A Yes. 

Q And isn't it also right, though, that when you 

have small volumes of that kind and you look at two 

different snapshots in time and you get two rather markedly 
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different numbers, there isn't any way to know which one of 

those numbers is more likely representative of the real 

world? 

A I would say that's true, and that's why we looked 

at data between 1993 and 1996, and in each of those, there 

was a large cost difference such that the variation, say, is 

between a -- and I don't remember the numbers exactly. I 

could certainly check them, if you would like. 

Say, for example, the cost difference varied 

between 25 and 40 cents. Given that the surcharge is only 

10 cents, I did not view this as a particular problem. 

Q You didn't formally make that analysis in this 

presentation; you did that in 97-2. Isn't that correct? 

A Yes, but I believe that I was asked to provide 

data back from 1993, unless I don't remember the 

interrogatory exactly. 

Q I think perhaps you were asked to provide the 

data, but you have no testimony on -- on -- 

A On -- 

Q -- having performed that analysis here. 

A That is not in my testimony, that's true. 

MR. WIGGINS: Mr. Chairman, I have nothing 

further, and I apologize for doing this, but with your 

permission, I'd like to be excused. 

CHAIRMAN GLEIMAN: I don't think you need my 
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permission to be excused from the room, Mr. Wi.ggins, but 

we'll miss your presence. 

MR. WIGGINS: Thank you. 

CHAIRMAN GLEIMAN: Mr. McKeever, Uni.ted Parcel 

Service? Somebody said the other day that we had certain 

powers from the bench. I did not know that that was one of 

them. 

[Laughter.] 

If only I had known these past 3-l/2 years, no 

telling what would have happened in here. 

Mr. McKeever. 

MR. McKEEVER: Thank you, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. McKEEVER: 

Q Good morning, Mr. Crum. 

A Good morning. 

Q The data in Library Reference 106, Mr. Crum, is 

that data that is collected as part of the Postal Service's 

regular routine costing and data collection systems? 

A Yes, I believe so. 

Q Library Reference H-144, does that l.ibrary 

reference use only data that is taken from the Postal 

Service's regular data reporting systems? 

A Let me just confirm that. 

Yes, with the understanding that it includes the 
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Postal Service's new MODS-based cost pool app:roach such that 

this would have been the first public airing (of that data. 

Q But even though this is the first public airing, 

that data has been collected for some time as part of the 

Postal Service's routine data collection systems? Is that 

what you're saying? 

A I'm really not prepared to answer questions on 106 

to that level of detail. 

Q No, I was focusing on H-144. 

A Oh, I'm sorry, on 144. 

Q Okay. 

A I’m sorry, could you -- perhaps I confused those 

two questions. I’m sorry. 

Q Okay. Let me start over again. And that may be 

because I did switch library references on you. 

Let's start with H-144. 

A Okay. 

Q Now, does that use only data that is taken from 

the Postal Service's regular data reporting systems? 

A Depending on how exactly we define ,it, the answer 

would be yes. It's a little confusing because of the new 

breakdown of those standardly collected data and providing 

them in a slightly different format, but basically the 

answer is yes. 

Q Okay. The way I understand your an.swer is that 
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1 the data is routinely collected, but it's broken down in a 

2 different way now in that library reference. 

3 A Yes. 

4 Q Okay. In your Exhibit USPS-30-B, as: in boy, page 

5 1, you cite a library reference from R-94-1, Library 

6 Reference G-156. 

7 A I'm sorry, where are you referring t.o? 

a Q Exhibit USPS-30-B, I believe. Let me check it. 

9 A I don't believe that's one of mine. 

10 Q I mean 28-B, excuse me. Yes, I meant 28.-B, I'm 

11 sorry. 

12 A I'm sorry, I'm not following here. 

13 COMMISSIONER LeBLANC: Mr. McKeever, is that UPS? 

14 MR. McKEEVER: No, USPS. 

15 THE WITNESS: My exhibits are lettered, they 

16 aren't numbered. 

17 BY MR. McKEEVER: 

ia Q Okay. I'm adding the 28 because most witnesses 

19 do, and I apologize. It's my fault. Just look at your 

20 Exhibit B, as in boy. 

21 A Okay. Yes. 

22 Q Okay. Page 1. 

23 A Yes. 

24 Q You there cite a library reference from R-94-l; is 

25 that correct? It's Library Reference G-157. 

2392 
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A Yes. 

Q And you cite that as the source for the proportion 

of Parcel Post pound volume that is plant loaded? 

A Yes. 

Q Do you know if that library reference was a 

special study or whether it was data that was routinely 

collected from the Postal Service? 

A I do not know. 

Q Okay. One that same exhibit you cite testimony 

from Docket R-90-1 for the proportion of plant-loaded mail 

that is plant-loaded to BMCs; is that correct? 

A Yes. 

Q The R-90-l data is from Mr. Acheson's testimony in 

that case? 

A Yes, I believe so. 

Q Do you know whether Mr. Acheson in turn cites a 

library reference in that case, F-301, as the source of that 

data? 

A I don't remember that specifically, but that could 

very well be the case. 

Q Do you know if that was a special study or whether 

it was data from a routine data collection system of the 

Postal Service? 

A I don't remember; no. 

Q Mr. Crum, could you turn to page five of your 
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1 testimony, please? 

2 A Okay. 

3 Q There you state, beginning at around line four, 

4 that your DSCF cost savings are based on the assumption that 

5 mailers who drop-ship to DSCFs will, on average, have 10 

6 pieces of machinable pieces per sack per five-digit zip code 

7 area. Is that correct? 

a A Yes, I do. 

9 Q And you state on page six that the estimated mail 

10 processing savings of 31.3 cents per piece that you 

11 calculate is sensitive to this assumption of 10 machinable 

12 pieces per five-digit sack. Is that right? 

13 A No, that's not right. I believe you have -- there 

14 was errata filed that believe -- corrected that number to 

15 31.4. 

16 Q Okay. Well, with that change, then, let me 

17 restate it. 

18 Your testimony now states that the estimated mail 

19 processing savings of 31.4 cents per piece is sensitive to 

20 the assumption of 10 machinable pieces per five-digit sack. 

21 Is that right? 

22 A Yes. Yes. 

23 Q So that if mailers brought in sacks with an 

24 average of five pieces per sack instead of 10, that would 

25 reduce the costs avoided by DSCF drop-shipments. Is that 
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correct? 

A Yes. 

Q Okay. 

Now, did you also change in your revisions to your 

testimony the numbers contained on line one of page six? 

A I only have the new versions. I believe that also 

changed by a tenth of a cent. The two numbers I have there 

are 28.2 cents and 74.2 cents. 

Q Okay. 

The 28.2 cents is one-tenth of a cent larger than 

in your previous testimony, and the other number matches 

your previous testimony. 

A Yes, that sounds correct. 

Q Did you change -- the number on line eight, I 

believe, remained the same, that the 22.4 cents savings you 

cite there -- do you know if that's correct? Well, I'll 

withdraw that. 

The number in your present testimony is that, if a 

mailer were to bring in -- drop-ship machinable parcels and 

the average per sack was five machinable parcels per sack, 

the cost savings would be 22.4 cents. Is that correct? 

A Yes, that's what I've said here, yes. 

Q Okay. 

So, the difference between your assumption of 10 

pieces per sack and an example of five pieces per sack for 
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machinable parcels is approximately six cents. Is that 

correct? In your cost savings. 

A That's approximately correct 

Q 6.2 cents, to be exact. Is that rig:ht? Or 5.8, I 

should say. I took the two tenths the wrong way. 

A I'm sorry. Were you just talking about the 

machinable segment or the combined -- 

Q I'm comparing -- no, I'm -- I'm comp,aring the two 

machinable calculations of 28.2 cents -- 

A Versus 22.4. 

Q Right. The 28 -- 

A so, it would be slightly under six cents -- 

Q Right. 

A -- 5.8 cents. 

Q Right. 

So, your estimated savings based on 10 pieces per 

sack for machinable of 28.2 cents would fall by 5.8 cents to 

22.4 cents. Is that correct? 

A If I would have changed my assumptions to five 

pieces per sack for machinable parcels. 

Q Correct. 

A Yes 

Q Okay. 

The figure you use of 10 pieces per sack is not 

based on any study, is it? 
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A No, it's not based on any study. 

Q Mr. Crum, in coming up with your estimated DSCF 

cost savings, you do use some data that you take from Ms. 

Daniels' cost calculations. Is that correct? 

A Yes. 

Q Do you know, Mr. Crum, whether DBMC parcels are, 

on average, larger in terms of cube than other parcel post 

parcels? 

A It's my understanding that, based on library 

reference 135, that, yes, DBMC parcels are larger, on 

average, than non-DBMC parcels. 

Q Okay. And the bigger in cube parcels are, the 

fewer will fit in a sack. Is that correct? 

A Yes, that's true. 

Q Mr. Crum, you also base you DSCF cost savings on 

the assumption that the mailer, not Postal Service 

personnel, will unload the vehicle. Is that correct? 

A Yes. 

Q Now, you changed an answer to one of your 

interrogatories, I believe, your response to 

UPS/USPS-T-28-14. 

A Yes, I did. 

Q And specifically, you changed your response to 

section C of that interrogatory. Is that correct? 

A Yes, I did. 
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Q And the original answer stated -- and I'm quoting 

here from the interrogatory answer that was filed previously 

-- "Mailers will be required to unload their properly 

prepared DSCF pieces to qualify for the DSCF r.ate." 

Your new answer states -- and I'm qusoting -- "My 

cost analysis assumes that mailers will unload their 

properly prepared DSCF pieces." 

Why did you make that change? 

A If I remember correctly, the reason for that 

change was it was pointed out to me that it's not my place 

to say what will be required of the discount, it's my place 

to do a cost analysis to say what the results of that would 

give. 

It's not my role to say what the Postal Service's 

policy will be for DSCF and the -- my response to 2S(c) -- 

or to -- to 14(c) could be interpreted as such, and that's 

why I changed it. 

Q Mr. Crum, have you seen the Postal Service's 

answer to interrogatory UPS/USPS-T-37-72, which refers to a 

placard that was posted in a -- in the southern Maryland 

P&DC as of September 4, 1997? 

A I have not seen that response. I have never -- 

you saying this is the first time I have heard about this. 

MR. McKEEVER: Okay. 

Mr. Chairman, I have some copies of that response. 
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May I furnish a copy to the witness? 

CHAIRMAN GLEIMAN: Certainly. 

BY MR. McKEEVER: 

Q Could you take a look at that interrogatory, Mr. 

Crum, and let me know when you finish reading it? 

A I assume you mean the attachment to .the 

interrogatory, yes. 

Q I will ask you one question about tha attachment, 

yes. Actually, I will direct your attention t,o section four 

of that attachment. That's the only area in w:hich I will 

have a question. 

A Okay. Yes, I've read that. 

Q Now, in response to that interrogatory, Mr. Crum, 

the Postal Service supplied a poster or a placard that, as I 

mentioned, was posted on the dock of the southern Maryland 

P&DC on a visit there taken on September 4, 1997. Could you 

please read into the record section four of that placard? 

A With the understanding that, yes, all I'm doing is 

reading the placard that you gave me. 

Q Yes. 

A For unload drop-shipment mail, the driver is 

responsible for unloading all shipments at delivery units. 

At BMC, ASF, SCF, drivers will unload bed-loaded mail with 

postal assistance, and postal personnel will unload 

containers and pallets, unloading to be completed within the 
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following delivery times. Delivery unit, one hour; BMC, 

ASF, SCF, pallets, six or less, two hours; 

containers/pallets, four hours; bed-loads, eight hours. 

Q So, that placard indicates that BMCs, ASFs, and 

SCFs, at least, drivers will unload bed-loaded mail -- 

drivers being mailers. Is that correct? Is that how you 

read it? 

A That's how I read this, yes. 

Q Mailers will unload bed-loaded mail -- bed-loaded 

mail with postal assistance and postal personnel will unload 

containers and pallets. Is that correct? 

A Those are exactly the words I just read, yes. 

Q Thank you. 

Could you turn to your answer to UPS/USPS-T-28-40, 

please? There you state that to be consistent with your 

costing approach in estimating destination delivery unit 

cost savings, mailers using sacks not only will need to 

unload the sacks from their vehicles but will also have to 

dump the parcels out of the sacks; is that correct? 

A Yes, that is what I say here. Yes. 

MR. McKEEVER: That's all I have, Mr. Chairman. 

CHAIRMAN GLEIMAN: That brings us to followup. Is 

there any followup? 

There doesn't appear to be any followup. 

Are there any questions from the bench? 
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There don't appear to be any questions from the 

bench. 

Mr. Reiter, would you like some time with your 

witness? 

MR. REITER: I would appreciate that. 

CHAIRMAN GLEIMAN: Ten minutes? 

MR. REITER: That'11 be fine. 

CHAIRMAN GLEIMAN: All right, we'll come back in 

10 minutes for redirect. 

[Recess.] 

CHAIRMAN GLEIMAN: Counsel, are you ready? 

MR. REITER: We've decided that less is better. 

There will be no redirect, Mr. Chairman. 

CHAIRMAN GLEIMAN: And none is best? 

MR. REITER: That's right. 

CHAIRMAN GLEIMAN: Thank you. L_ 

No redirect, so there's no recross. 

So we can all go to lunch and come back at 1:30, 

and we'll pick up at that point with Witness Daniel. 

Thank you all. 

[Whereupon, at 12:15 p.m., the hearing was 

recessed, to reconvene at 1:30 p.m., this same day.1 
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AFTERNOON SESSION 

[1:30 p.m.1 

CHAIRMAN GLEIMAN: Mr. Alverno, if you would like 

to introduce your witness? 

MR. ALVERNO: Mr. Chairman, the Postal Service 

calls Sharon Daniel. 

Whereupon, 

SHARON DANIEL, 

a witness, was called for examination by counsel for the 

United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

CHAIRMAN GLEIMAN: Our revised schedule calls for 

the presentation of two pieces of testimony by Witness 

Daniel, USPS-T-29 and USPS-ST-43. Mr. Alverno, would you 

please introduce each of these pieces of testimony- 

separately? It is my intention to have each piece of 

testimony and written cross-examination applicable to the 

testimony together in the transcript and then we will have 

general cross-examination of the witness on all of that 

. 

DIRECT EXAMINATION 

BY MR. ALVERNO: 

Please introduce yourself? 

My name is Sharon Daniel. 

And where are you employed? 
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A :I am an operations research analyst in the Product 

Cost Studies Division of the U.S. Postal Service. 

Q Earlier, you were handed two copies of a document 

entitled Direct Testimony of Sharon Daniel on 13ehalf of the 

Postal Service marked as USPS-T-29 and also a ,copy of the 

Supplemental Testimony of Sharon Daniel on behalf of the 

U.S. Postal Service marked as USPS-ST-43. And these copies 

are now with the reporter. 

Have you examined them? 

A Yes, I have. 

Q And was this testimony prepared by you or under 

your direction? 

A Yes, it was. 

Q And do you have any changes or corrections to make 

or note? 

A I would note that the errata to my T-29 testimony 

is included in the copies with the reporter. There are no 

changes to the ST-43. 

Q And if you were to testify orally today, would 

your testimony be the same? 

A Yes, it would. 

MR. ALVERNO: Mr. Presiding Officer, I ask that 

the Direct Testimony of Sharon Daniel on Behalf of the U.S. 

Postal Service marked as USPS-T-29 and also the Supplemental 

Testimony of Sharon Daniel on behalf of the U.S. Postal 
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1 Service marked as USPS-ST-43 be received as evidence at this 

2 time. 

3 CHAIRMAN GLEIMAN: I think for purpc'ses of 

4 ensuring that the materials wind up together in the 

5 transcript at the proper place, let's move USPS-T-29 in now 

6 and we will do the designated cross-examination related to 

7 that piece of testimony and then we will come back and put 

8 the second piece of testimony in. Is that acc!eptable? 

9 MR. ALVERNO: so you -- 

10 CHAIRMAN GLEIMAN: We will have the testimony, the 

11 designated written cross for 29 and then we will have 43, 

12 the two pieces together. 

13 MR. ALVERNO: Okay. 

14 CHAIRMAN GLEIMAN: And then we will have 

15 cross-examination more generally on both pieces of 

16 testimony. 

17 MR. ALVERNO: Okay. We do have different 

18 attorneys working on the different pieces of testimony so I 

19 wonder if we could segregate the two. 

20 CHAIRMAN GLEIMAN: I think that is what I just 

21 suggested. I am trying to -- perhaps I missed something or 

22 perhaps you did. Did I not make myself clear or did I 

23 miss -- I was fiddling with my toy up here, so -- 

24 MR. TIDWELL: In this direction, it may have 

25 sounded like you were going to permit cross-examination 

2404 
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generally on both simultaneously. 

CHAIRMAN GLEIMAN: I think that that is probably a 

reasonably expeditious way to approach this. My suspicion 

is the same intervenors who want to cross-examine with 

respect to 29 are going to want to cross-examine with 

respect to 43. I think it would be counterproductive to 

divide things up and go through the cross-examination twice. 

I suspect we would wind up, more often than nclt, with one or 

another of the Postal Service's co-counsel for this witness 

interrupting, and I don't mean that in a pejorative way, to 

tell us that, no, that question should be directed a little 

bit later on to Ms. Daniel when she is wearing her other 

hat. 

So while it may be a little bit more difficult for 

Postal Service co-counsel to keep track, I think it will be 

a lot easier for the one, two, three, four, five, six, seven 

intervenors who have indicated they want to cross-examine. 

I am willing to give you a couple of: minutes to 

talk about this between yourselves and we can go off the 

record for a few minutes if you would like. 

We are off the record for the moment. 

[Discussion off the record.1 

CHAIRMAN GLEIMAN: Let's go back on the record. 

MR. ALVERNO: Mr. Presiding Officer, I ask that 
"wudad-y 

the direct testimony of Sharon Daniel-, USPS-T-29, on 
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1 behalf of the U.S. Postal Service, be received as evidence 

2 at this time. 

3 CHAIRMAN GLEIMAN: Are there any objections? 

4 Mr. Thomas. 

5 MR. THOMAS: As before, Mr. Chairman, I believe 

6 that this testimony contains a lot of hearsay, and for all 

7 of the reasons that have been stated before anmd we will 

a clarify in the coming week, I do object to the introduction 

9 of this testimony. 

10 CHAIRMAN GLEIMAN: This morning -- I don't know 

11 whether -- I believe you were here, but you may not have 

12 been here -- I did make a point of saying that we would 

13 accept motions, they would be due -- 

14 MR. THOMAS: Right. 

15 CHAIRMAN GLEIMAN: -- by.next Thursd,ay, and then 

16 the parties would have a week beyond that -- I think the 

17 date is to the 23rd -- to respond, and then we'll make a 

la ruling on all the various and sundry objectiorrs that have 

19 been raised. 

20 But once again, I want to point out that we have 

21 an interesting situation here. We have a Catch-22 that has 

22 developed or that -- and I -- I don't, again, mean this in a 

23 pejorative sense. I understand counsel are trying to the 

24 best that they can on behalf of their clients. But we have 

25 testimony that makes reference to library refe.rences, 
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library references aren't in evidence, people object to 

those library references being put in evidence, and then 

they also object to the testimony being admitted into 

evidence because it's based on library references that 

aren't in evidence, and you can't have it both ways. 

We're either, before it's all over, going to have 

no record or have a fairly complete record, one that's 

perhaps more complete than any of us would have liked at the 

outset of this little bit of activity, shall we say. 

All right. 

Your -- your objection has been noted. 

I reserved your rights and everyone else's rights 

this morni.ng, as I said a moment ago, and if there are no 

other objections, then I'm going to move Ms. Daniels' 

testimony and exhibits into evidence and that they be 

accepted into evidence and, as is our practice, not be 

transcribed into the record. 

[Direct Testimony and Exhibits of 

Sharon Daniel, Exhibit No. 

USPS-T-29 were marked for 

identification and received into 

evidence. 1 

CHAIRMAN GLEIMAN: Mr. Alverno, I'll rely on you 

to make sure that the court reporter has the appropriate 

copy if he does not already. 
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MR. ALVERNO: Yes, he does. I do have one more 

item or two more items I'd like to have also received into 

evidence at this time. May I proceed? 

CHAIRMAN GLEIMAN: Yes, sir. 

BY MR. ALVERNO: 

Q Ms. Daniel, let me direct your attention to two 

documents which have been filed in this case, which are 

marked as USPS-LR-H-131 and USPS-LR-H-132. Are you familiar 

with these documents? 

A Yes, I am. 

Q And what does USPS-LR-H-131 relate to? 

A Library reference 131 is a BMC study which gives 

us information on the containerization or the arrival 

profile of Standard B parcels. 

Q And what does USPS-LR-H-132 relate to? 

A It is another BMC study which gives us information 

about the productivity and an arrival and dispatch profile 

at BMCs. 

Q What was your role in connection with the 

preparation of these documents? 

A I was involved in the planning of the studies, and 

I directed the analysis to produce inputs that I use in my 

models. 

Q And do you adopt these documents as your 

testimony? 
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1 A I do. 

2 MR. ALVERNO: Mr. Presiding Officer, I ask that 

3 documents marked as USPS-LR-H-131 and USPS-LR-H-132, which 

4 have been filed as -- as library references in this docket, 

5 be received into evidence at this time. 

6 CHAIRMAN GLEIMAN: All right. 

7 Any objections? 

a Mr. Thomas, your objection -- your standing 

9 objection is noted, and again, I'm going to point out that 

10 here's the Catch-22 that we're dealing with. 

11 MR. THOMAS: I understand. 

12 CHAIRMAN GLEIMAN: This morning I mentioned to 

13 someone as we broke for lunch that it appears to me that the 

14 only way to resolve this dilemma is to have one omnipotent 

15 person at the Postal Service who knows all and has done all 

16 and -- and introduces one piece of testimony that has all of 

17 his or her -- and assuming it's an omnipotent person, it's 

ia going to be a her -- work papers, special studies, and 

19 anything else into the record, and I don't envision that 

20 ever happening, but that's one other way around this problem 

21 that we have. 

22 Having said that yet again, Ms. Daniel, we're 

23 going to reserve -- counsel, we're going to reserve the 

24 rights of Mr. Thomas and all other participants, and we're 

25 going to move that -- the two library references, 131 and 
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132, into evidence, and I direct that they be accepted into 

evidence, and as is our practice, they will not be 

transcribed into the record. 

[Library References H-131 and 

H-132 were received into 

evidence.] 

CHAIRMAN GLEIMAN: And I assume you have provided 

copies to the reporter. 

MR. ALVERNO: We have. 

CHAIRMAN GLEIMAN: Thank you, sir. 

Ms. Daniel, have you had an opportunity to examine 

the packet of designated written cross examination that was 

made available to you earlier today? 

THE WITNESS: Yes, I have. 

CHAIRMAN GLEIMAN: If these questions were asked 

of you today, would your answers be the same as those you 

previously provided in writing? 

THE WITNESS: They would on two exceptions. I 

pulled the APWU-1 interrogatory. That was answered by the 

Postal Service. 

COMMISSIONER LeBLANC: Would you pull your mike a 

little closer, please? 

THE WITNESS: The APWU interrogatory was answered 

by the Postal Service, not me, so I've removed that. 

And there was an extraneous attachment in DMA-1 
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that got slipped in before my signature page. I have 

removed that. That is not my testimony. 

MR. ALVERNO: I am not responsible for that one. 

THE WITNESS: Also in that packet, I -- I added 

some missing pages and removed -- removed duplicate pages. 

CHAIRMAN GLEIMAN: Well, with the amount of paper 

that flies around, there is little question in my mind that 

that's not the only occasion were some piece of paper has 

gotten into or not gotten into the place that it ought to 

be. 

Mr. Alverno, have you given two corrected copies 

of the packages to the reporter? 

MR. ALVERNO: We have. 

CHAIRMAN GLEIMAN: That having been done, I'm 

going to direct that the designated -- the corrected 

designated written cross examination be accepted into 

evidence and transcribed into the record at this point. 

[Designation of Written 

Cross-Examination of Sharon Daniel 

was received into evidence and 

transcribed into the record.] 
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Postal Rate and Fee Changes, 1997 Docket No. R97-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS SHARON DANIEL 
(USPS-T-29) 

The parties listed below have designated answers to interrogatories directed to witness Daniel 
as written cross-examination. 

partv 

Alliance of Nonprofit Mailers 

American Bankers Association 
Edison Electric Institute and National 
Association of Presort Mailers 

Answer To Interrogatories 

ANM\USPS: Interrogatories T29-19-32. 

ABA&EEI&NAPMKJSPS:Interrogatories T29- 
1,4,6,9, 12-14. 

ANM\USPS: Interrogatories T29-10. 
MASA\USPS: Interrogatories T29-1. 
MMA\USPS: Interrogatories T29- 1. 
NAA\USPS: Interrogatories T29-2-3, 

VP-CWKJSPS: 
7and9. 
Interrogatories T29-4. 

POIR: POIR No.1 Question 8 
(answered by Daniel). 

POIR: POIR No. 3 Question 2 
(answered by Daniel in 
Part). 

POIR: POIR No.3 Question 20 
(answered by Daniel). 

Direct Marketing Association Dh4A\USPS: Interrogatories T29-1 

Florida Gift Fruit Shippers Association UPSXJSPS: Interrogatories T29-I-4 
14-16, 19-20. 

Mail Advertising Service Association 
International 

MASA\USPS: 

ANhmSPS: 

Ix$moptories T29-1,3-4 

Interrogatories T29-10, 14. 

Major Mailers Association hmA\USPS: 
OCAKJSPS: 

Interrogatories T29-l-4 
Interrogatories T29-10. 



Answer To Interrogatories 2413 

.gashua Photo Inc., District Photo Inc. 
Mystic Color Lab and Seattle Filmworks 
Inc. 

Newspaper Association of America 

MASA\USPS: 

NDMSKJSPS: 
ANh47USPS: 

DMAWSPS: 
MASA\USPS: 
MMA\USPS: 
NAA\USPS: 

NAAWSPS: 
NAA\USPS: 

MASAWSPS: 

OCAKJSPS: 
VP-CWUSPS: 

Interrogatories T29-4 

Interrogatories T29-1-3. 
Interrogatories T29-10, 14, 
19 and 30. 
InterrogatoriesT29-1. 
Interrogatories T29-3-4 
Interrogatories T29- I. 
Interrogatories T29-6, 8. 

Interrogatories T29-l-9. 
Interrogatories T4-6. 
redirected from witness 
Moden. 
Interrogatories T29-3,5 
and 6. 
Interrogatories T29-4. 
Interrogatories T29-l-4. 

Office of the Consumer Advocate 

Parcel Shippers Association 

United Parcel Service 

OCA\USPS: Interrogatories T29-1-5 
and 8-10. 

ABA&EEI&NAPMWSPS: Interrogatories T29- 
l-2.4.b.. 6-10 and 12-14. 

ANMVJSPS: 
APWUWSPS: 
DMAWSPS: 
MASAWSPS: 

MMA\USPS: 
NAAWSPS: 
NAA\USPS: 

NDMSKJSPS: 
NFNVJSPS: 
UPS\USPS: 

VP-CWUSPS: 

Interrogatories T29-l-32. 
Interrogatories T29-1. 
Interrogatories T29-1. 
Interrogatories T29-1 .a. 
d., and e. and 3-6. 
Interrogatories T29-l-9. 
Interrogatories T29-l-9. 
Interrogatories T4-6, 
redirected from witness 
Moden. 
Interrogatories T29-1-3. 
Interrogatories T29-1-4. 
Interrogatories T29-I-IO, 
12-16 and 18-22. 
Interrogatories T29-2.b 

POIR: 
POIR: 

and 3-5. 
POIR No. I : Question 8. 
POIR No. 3: Question 2 
(partial) and Question 20. 

DMA\USPS: Interrogatories T29-1. 

UPSKISPS: Interrogatories T29-1,4, 
6-16 and 18. 

ABA&EEI&NAPM\USPS: Interrogatories T29-1. 
DMA\USPS: Interrogatories T29-1. 
OCA\USPS: Interrogatories T29-8-9. 



Party Answer To Interroeatories 

Val-Pak Direct Marketing Systems, Inc. 
Val-Pak Dealers’ Association, Inc. and 
Carol Wright Promotions, Inc. 

VP-Cw\USPS: 
MASA\USPS: 
NAA\USPS: 

NAA\USPS: 

2414 

Interrogatories T29-1-5. 
Interrogatories T29-5-6. 
Interrogatories T4-6, 
redirected from witness 
Moden. 
Interrogatories T29-1-5 and 
7. 

I&txarP. Crenshaw 



RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 2415 
INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 

ELECTRIC INSTITUTE (EEI), AND NATIONAL ASSOCIATION OF PRESORT 
MAILERS (NAPM) 

ABABEEIBNAPMIUSPS-T-29-l. You indicate (at 1) that the cost estimates you 
developed “are designed to capture the different costs associated with various rate 
categories in order to provide a cost basis for worksharing discounts, such as 
prebarcoding and presorting.” In developing test year volume variable unit mail 
processing cost estimates for the types of mail identified in you testimony, e.g., 
Standard (A) Regular, do you attempt to capture the different costs associated with 
various rate categories due to factors other than prebarcoding and presorting? If so. 
please identify those factors, explain how you considered them, and quantify the test 
year unit cost of each such factor. 

RESPONSE: 

My testimony makes no attempt to measure the different costs associated with various 

rate categories due to factors other than prebarcoding and presorting. I have attempted 

to control for other factors that may affect the cost avoidances, such as variations in 

container handlings, by treating various cost pools such as “platform,” “ISackS-h,” 

‘lSackS_m,” and all BMC cost pools except “spb”, as fixed and not proportional. By 

adding these costs equally to the modeled costs of the various rate categories, the 

difference between categories, i.e., the costs avoidances. are unaffected. 



RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 24 

INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 
ELECTRIC INSTITUTE (EEI), AND NATIONAL ASSOCIATION OF PRESORT 

MAILERS (NAPM) 

ABABEEI&NAPM/USPS-T29-2. Are you responsible for developing any of the cost 
estimates which appear at Exhibit USPS-29C, page 1 of 6? If so please explain. If not, 
explain why you are sponsoring this page. 

RESPONSE: 

I am not responsible for developing any of the cost estimates which appear at Exhibit 

USPS-29C, page 1 of 6. The purpose of Exhibit USPS-29C page 1 is simply to create 

a convenient summary of the unit costs for First-Class Mail for citation and reference 

16 

purposes for the other witnesses. 



RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 24 
INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 

ELECTRIC INSTITUTE (EEI), AND NATIONAL ASSOCIATION OF PRESORT 
MAILERS (NAPM) 

ABA&EEI&NAPMIUSPS-T-294. 

(4 Explain how the pay premium factors for RR (0.9580) and ECR (0.9590) shown 
on USPS-T-29, Appendix I at 42, were developed. 

(b) Confirm that use of the pay premium factor serves to reduce the test year 
volume variable unit mail processing cost estimates you develop for Standard (A) mail. 
If you do not confirm, please explain. 

RESPONSE: 

a. Redirected 

17 

b. Confirmed. 



RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 2418 
INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 

ELECTRIC INSTITUTE (EEI), AND NATIONAL ASSOCIATION OF PRESORT 
MAILERS (NAPM) 

ABA&EEI&NAPMIUSPS-T-29-6. In your opinion, which mail preparation requirements 
are more restrictive, i.e., more difficult to achieve to obtain a lower mailing rate,; those 
applicable to letter-shaped First-Class automation presort, i.e.. basic, 3-digit, and 5- 
digit, or piece rate, letter-shaped Standard (A) automation, i.e.. basic, 3-digit, and 5- 
digit. Please explain your answer. 

RESPONSE: 

I am not an expert in mail preparation requirements; however, I note that, with a few 

exceptions, many of the requirements for First-Class and Standard (A) letters are the 

same or similar. See DMM M610. 



RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 
INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 2419 

ELECTRIC INSTITUTE (EEI). AND NATIONAL ASSOCIATION OF PRESORT 
MAILERS (NAPM) 

ABA&EEI&NAPMIUSPS-T-29-7. Provide the average weight per piece for the 
following Standard (A) piece rate letter mail: 

(a) basic presort; 
(b) 315 digit presort; 
(c) basic automation; 
(d) 3-digit automation; and 
(e) 5-digit automation; 

RESPONSE: 

The average weight per piece by rate category is available in the Billing Determinants 

(USPS LR-H-145). 



RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 2420 
INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 

ELECTRIC INSTITUTE (EEI), AND NATIONAL ASSOCIATION OF PRESORT 
MAILERS (NAPM) 

ABA&EEI&NAPMIUSPS-T-29-6. Provide the average weight per piece for the 
following Enhanced Carrier Route (“ECR”) Standard (A) letter mail: 

(a) basic; 
(b) automation basic; 
(c) high density; and 
(d) saturation; 

RESPONSE: 

The average weight per piece by rate category is available in the Billing Determinants 

(USPS LR-H-145), 



RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 2421 
INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 

ELECTRIC INSTITUTE (EEI), AND NATIONAL ASSOCIATION OF PRESORT 
MAILERS (NAPM) 

ABA&EEI&NAPM/USPS-T-29-9. Identify the mail preparation requirements for the 
following letter-shaped Standard (A) mail: 

(a) automation basic; 
(b) automation 3-digit; 
(c) automation 5-digit; 
(d) ECR basic 
(e) ECR high density; and 
(f) ECR saturation. 

RESPONSE: 

I do not profess to be an expert in mail preparation requirements; however, the 

following sections of the DMM appear to be responsive to this request: 

(a)-(c) Regular Automation letters: DMM MB10 

(d)-(f) ECR letters: DMM M620 



RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 2422 
INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 

ELECTRIC INSTITUTE (EEI), AND NATIONAL ASSOCIATION OF PRESORT 
MAILERS (NAPM) 

ABA&EEIBNAPM/USPS-T-29-10. By presort level, see interrogatory 7, above,:[sic] 

(4 identify the first mail processing operation that Standard (A) letter mail 
could processed together with mail from another class. 

(b) identify each mail processing operation in which Standard (A) letter mail 
will be processed together with mail from another class. In responding to each subpart, 
please state all assumptions, if any, and identify by class, subclass, and rate category 
the mail commingled. 

RESPONSE: 

(a)-(b) Please see witness Moden’s response to ABABEEIBNAPMIUSPS-T25-28 

redirected from witness Hafield 



RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 2423 
INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 

ELECTRIC INSTITUTE (EEI), AND NATIONAL ASSOCIATION OF PRESORT 
MAILERS (NAPM) 

ABA&EEl&NAPMIUSPS-T-29-12. Speaking to the mail processing costs of the Bulk 
Metered FCLM Benchmark at footnote 5 to page 1 of 6 of your Exhibit C you state: 
“[alfter the completion of rate design, this number was revised to 10.5814, for a total of 
14.7274.” 

I:; 
On what specific date was the rate design completed. 
On what specific date was the mail processing costs for the Bulk Metered FCLM 

Benchmark revised to 10.5814? 

(4 On what specific date were you aware of a specific revised figure for mail 
processing costs of the Bulk Metered FCLM Benchmark? 

(4 On what specific date were you aware that the 9.5391c mail processing costs for 
the Bulk Metered FCLM Benchmark would or might be revised? 

RESPONSE: 

a. I am told that the rate design was completed on or about June 23 

b. I am told the mail processing costs for the Bulk Metered FCLM Benchmark was 

revised to 10.5814 on the afternoon of June 30. 

c-d. I was aware that the 9.5391c mail processing costs for the Bulk Metered FCLM 

Benchmark would or might be revised on the same date that I was given the revised 

specific figure - June 30. 



RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 2424 

INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 
ELECTRIC INSTITUTE (EEI), AND NATIONAL ASSOCIATION OF PRESORT 

MAILERS (NAPM) 

ABA&EEI&NAPM/USPS-T-29-13. At footnote 5 to page 1 of 6 of Exhibit USPS-29C, 
when noting the revision to the mail processing costs for the Bulk Metered FCLM 
Benchmark, you cite USPS LR-H-106. Page II-1 1 of USPS LR-H-106 sets forth a 
calculation of the uncorrected unit costs for the Bulk Metered FCLM Benchmark of 
9.545c. Page II-10 of USPS LR-H-106 sets forth the corrected unit costs of the Bulk 
Metered FCLM Benchmark of 10.561#. Does this corrected figure of 10.581$ per unit 
costs reflect a change in the costs since the time when they were measured at 9.545#, 
or rather a correction in the measurement methodology? Please explain your answer. 

RESPONSE: 

See USPS response to APWU/USPS-T29-1, 



.RESPONSE OF POSTAL SERVICE WITNESS DANIEL TO 2425 
INTERROGATORIES OF AMERICAN BANKERS ASSOCIATION (ABA), EDISON 

ELECTRIC INSTITUTE (EEI), AND NATIONAL ASSOCIATION OF PRESORT 
MAILERS (NAPM) 

Revised 1016/97 

ABACLEEIBNAPMIUSPS-T29-14. 

(4 Please confirm that in your Exhibit USPS-29C, pages 1 and 2, the mail 
processing unit costs for First Class Automation 3 digit are 4.5477 cents while they are 
4.7255 cents for standard class Automation 3 digit. 

PI Please confirm from the same source that the mail processing unit costs for First 
Class Automation 5 digit are 3.0265 cents while they, are 3.4227 cents for standard 
class Automation 5 digit. 

RESPONSE: 

a. The mail processing unit costs for Standard Class Automation 3-Digit in 

Exhibit USPS-29C, page 2 revised on 1011197 is 4.6767 cents. 

b. The mail processing unit costs for Standard Class Automation 6-Digit in 

Exhibit USPS-?SC, page 2 revised on 1011197 is 3.3904 cents. 



2426 
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 

INTERROGATORIES OF ALLIANCE OF NONPROFIT MAILERS 

ANMIUSPS-T29-I. With reference to Exhibit USPS-TZ9C, p. 6, please confirm that 
note [I l] reads as follows: “Column (1 l] divided by column (21.” 

RESPONSE: 

Confirmed. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 242-j 
INTERROGATORIES OF ALLIANCE OF NONPROFIT MAILERS 

ANMIUSPS-T29-2. With reference to Exhibit USPS-T-29C, p. 6, please explain what 
number(s) in column [l l] is (are) divided by the numbers shown in column [2]. If that is 
not correct (or impossible), please explain fully the derivation of the numbers shown in 
column [ll]. 

RESPONSE: 

Note 11 l] on page 6 of Exhibit USPS-29C should have read ‘Column [lo] divided by 

Column [2] multiplied by 100 (to convert to cents).” 



2428 
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 

INTERROGATORIES OF ALLIANCE OF NONPROFIT MAILERS 

ANMIUSPS-T29-3. With reference to Exhibit USPS-T-29C, p, 6, please confirm that 
the “‘other’ unit costs’” for nonprofit and nonprofit ECR combined are 0.:5537 (cents), as 
shown in column (111, and explain the derivation of this datum. If you fail to confirm 
fully, identify all studies, analyses, compilations and other data on which you rely, and 
produce any such data that the Postal Service has not yet produced in this case. 

RESPONSE: 

Confirmed. The derivation of Nonprofit “other” unit costs (0.5537 cents,) is the sum of 

Nonprofit and Nonprofit ECR total “other” costs in column [lo] (62,172 + 11,216) 

divided by the sum of Nonprofit and Nonprofit ECR volumes in column [2] (10,123,230‘ 

+ 3,132,OOO) multiplied by 100 to convert to cents. 



2429 
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 

INTERROGATORIES OF ALLIANCE OF NONPROFIT MAl:LERS 

ANMIUSPST29-4. If the “‘other’ unit costs” for nonprofit and nonprofit ECR combined 
are 0.5537 (cents), please refer to p. 5 of Exhibit USPS-29C and explain why the “other 
costs” shown in the table on that page for nonprofit mail are equal to the “other costs” 
for regular rate mail (0.6562 cents) shown on p.6 and not the “other co,sts” for nonprofit 
mail (0.5537 cents). Identify all studies, analyses, compilations and other data on 
which you rely, and produce any such data that the Postal Service has not yet 
produced in this case. 

RESPONSE: 

Page 5 of Exhibit USPS-29C mistakenly reported “other” costs for Regular categories 

instead of reporting “other” costs for Nonprofit categories. The figure s,hould be 0.5537 

cents. 



2430 
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 

INTERROGATORIES OF ALLIANCE OF NONPROFIT MAILERS 

ANMIUSPS-T29-5. In reference to Exhibit USPS29C, p.5, footnote 6, please confirm 
that the cost data (27461700 + 16343300) and the volume data (34359010 + 
32424240) shown in the right hand side of the equation are the data for regular rate 
mail shown on p.6 of Exhibit USPS-29C and are not the correct cost or volume data for 
nonprofit mail. If you fail to confirm fully, identify all studies, analyses, compilations and 
other data on which you rely, and produce any such data that the Postal Service has 
not yet produced in this case. 

RESPONSE: 

Confirmed. 
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ANMIUSPS-T29-6. If the cost data (27481700 + 16343300) and the volume data 
(34359010 + 32424240) shown in the right hand side of the equation are the data for 
regular rate mail shown on p.6 of Exhibit USPS-29C and are not the correct cost or 
volume data for nonprofit mail, please supply a copy of p.5 with “other costs” computed 
using the correct cost and volume data for nonprofit mail. 

RESPONSE 

Footnote 6 on page 5 of Exhibit USPS-29C should have read as follows: 

“CR4 Before Rates Other =(Total cost-CS3.1 l piggy-CS6&7*piggy-CSlO’piggyCS14) 
costs/volume=(6217200+1121600)1(10123230+3132000)” 

The correct “other” costs for Nonprofit categories is 0.5537 cents. A corrected version 

of the page will be tiled. 
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ANMIUSPS-T29-7. Indicate all testimony, including yours and other Postal Service 
witnesses of which you are aware, where the total unit cost data shown on p.5 of 
Exhibit USPS-29C are utilized or relied upon. 

RESPONSE 

Witness Moeller is the only person of whom I am aware uses total unit Icost data 

calculated on p.5 of Exhibit USPS-29C; however, witness Moeller used total costs 

which incorporated the correct Nonprofit “other” costs (instead of Regular “other” costs) 

in the calculation on WP 2 page 34 entitled “Adjustment to NAR Costs to Account for 

Migration.” Thus, witness Moeller’s testimony is not affected by the above referenced 

error. 
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ANMIUSPS-T29-8. Please confirm that the unit cost for Standard A Regular Rate 
Basic Presort letters is estimated to be 14.0657 cents, as shown at p.3 of Exhibit 
USPS-29C, and the mail processing cost is estimated to be 9.0252 cents and explain 
any nonconfirmation. 

RESPONSE: 

The unit cost for Standard A Regular Rate Basic Presort letters is estimated to be 

14.1802 cents and the mail processing unit costs is estimated to be 9.1407 cents 

in Exhibit USPS29C, page 3 revised on 1011197. 
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ANMIUSPS-T29-9. Please confirm that in Docket No. MC95-1 the unit: cost for 
Standard A Regular Rate Basic Presort letters is estimated to be 17.8552 cents, as 
shown in USPS-T-12C, p.2 (revised 6/20/95, excludes contingency), and the mail 
processing cost was estimated to be 13.0067 cents. Explain any nonc:ontirmation. 

RESPONSE: 

Confirmed. 
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ANMIUSPS-T29-10. Please provide a nontechnical description of the major factors 
that have resulted in a -18.9 (sic) percent decrease in mail processing costs Standard 
A Regular Rate Basic between Docket No. MC95-1 and Docket No. RQ7-1. In your 
answer, please distinguish between (i) changes in the cost model (e.g., distinguishing 
between UPGR Trays and NON-OCR Trays), (ii) changes in sources o’r inputs to cost 
data (e.g., use of MODS data and estimates of non-modeled costs), and (iii) changes in 
input data pertaining to the mail itself (e.g., changes in downflow density data). Identify 
all studies, analyses, compilations and other data on which you rely, and produce any 
such data that the Postal Service has not yet produced in this case. 

RESPONSE: 

Mail processing costs for Standard A Regular Rate Basic decreased, 30.8 

percent, from 13.0 cents in Docket No. MC951 to 9.1 cents in Docket No. R97-1, The 

major factors which contribute to the decrease in the mail Icessing cost for Standard 

A Regular Basic letters include (1) the decline in the model costs and (2) the smaller 

adjustment to CRA costs,’ I address each factor below. 

Model Costs. The model costs for Regular Basic Presort declinlad from 8.28 

cents in Docket No. MC95-1 to 7.95 cents in this docket, a 4.0 percent decline. 
. 

Possible explanations for this decline include the fact that the modeling methodology 

has changed and characteristics of the mail stream changed from 28 percent 

automation compatible in Docket No. MC95-1 to 53 percent automation compatible in 

this docket. In Docket No. MC95-1, the mail characteristics study did not provide an 

estimate of machinability. Therefore, a “snapshot” modeling methodology was 

employed in Docket No. MC951, where the entire Bulk Rate Regular mailstream was 

modeled in one mailflow. The Commission criticized this approach, because it 

compared the “idealized” automation models with “actualized” nonautomation models. 

To respond to the Commission’s concerns, in subsequent dockets (MC96-2 and R97- 

1). machinability percentages were estimated and costs of separate mailstreams were 

1 Factors such as (i) an increase in the amount of DPS, (ii) higher waQe rates, (iii) an 
increase in the costs per sort on DBCS (despite the 95 volume variability of BCS 
operations), (iv) an increase in RBCS unit costs, and (v) the elimination of LSMs tend to 
increase model costs. Other factors, including (i) decreases in manual sorting costs, 
(ii) decreases in CSBCS costs, and (iii) the rise in automation coverage factors tend to 
offset these increases. 
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estimated using individual “idealized” mailflow models. In Docket No. f197-1, the cost 

of three mailstreams were weighted together to determine the average cost of Regular 

Basic Presort. The cost of Basic Presort letters in UPGR Trays were given a weight of 

13 percent, the cost of upgradable Basic Presort letters in NON-OCR Trays were given 

a weight 39 percent, and the cost of nonupgradable Basic Presort letters in NON-OCR 

Trays were given a weight of 47 percent. Thus, it appears that since NfC95-1, the 

Basic Presort mailstream has become more automation compatible and therefore 

somewhat less costly.’ 

CRA Adjustment. Another reason for the decline in costs is due to smaller CRA 

adjustments. There is a 22 percent decline in the CR&reported volume variable mail 

processing letter costs from test year FY95 of Docket No. MC951 of 6,6065 cents to 

the Docket No. R97-1 test year FY98 cost of 5.3177 cents. However, the average test 

year.modeled costs for all Standard (A) Regular letters (4.33 cents for ‘TY95 and 4.31 

cents for TY96), which are used to calculate the overall adjustment, are virtually 

unchanged, The ratio of average Standard (A) Regular’letter mail processing model 

cost to CR,4 Standard (A) Regular letter mail processing costs was 1.57 in MC95-1 and 

is 1.23 in R97-1. Whereas the entire ratio was applied proportionately in MC95-1, a 

ratio of 1.0526 is applied proportionately in this docket and 0.7726 cents is added as a 

constant. The different adjustment level accounts for the remaining 25 percent of the 

decline. 

’ It is important to keep in mind, however, that keeping the costing me!thodology and 
mailstream characteristics constant, model costs have tended to rise. For example, the 
model costs for the Regular and Nonprofit Automation categories, for which the 
modeling methodologies are the same and the mailstream is more homogenous, are 
somewhat higher in this docket than in Docket No. MC95-1. 
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ANMIUSPS-T29-11. Explain why the factors which you discussed in response to the 
preceding interrogatory did not affect the unit cost for Standard A Nonprofit Basic 
letters in a similar manner. Identify all studies, analyses, compilations and other data 
on which you rely, and produce any such data that the Postal Service has not yet 
produced in this case. 

RESPONSE: 

First, it is important to bear in mind that not all Nonprofit categories behaved 

differently from Regular. As stated in footnote 2 to the response to ANMIUSPS-T29-10, 

model costs for homogeneous categories such as Automation increased for both 

Regular and Nonprofit. 

For Nonprofit nonautomation categories, unlike nonautomation :Regular 

categories, the costs increased slightly over the TY in MC962. This can be attributed 

to an increase in model costs for Nonprofit Basic Presort, which rose 44 percent , from 

6.4 cents in MC96-2 to 9.2 cents in R97-1. The modeling methodology for Nonprofit is 

the same in both Dockets MC96-2 and R97-1 (both are “idealized” mail flows). This is 

not the case in Regular, however, since the modeling methodology for categories in 

that subclass changed as described in the response to ANMIUSPS-T29-10. Therefore, 

the additional cost increase for Nonprofit is most likely due to the change in the 

proportion of automation compatible letters in the mailstream. According to the mail 

characteristics data, the proportion of automation compatible letters in Regular Basic 

Presort increased since MC95-1, thereby reducing costs for this category, but the 

proportion of automation compatible letters in Nonprofit Basic Presort decreased since 

MC96-2, thereby causing costs for this category to increase. 

Much of the increase in the model cost for Nonprofit Basic Presort was offset, 

however, by the smaller CRA adjustment. There is an 18 percent decline in the volume 

variable mail ,processing letter costs from test year FY95 of MC96-2 of 5.65 to the 

Docket No. R97-1 test year FY98 cost of 4.63. However, the average ,test year 

modeled costs for all Nonprofit categories (5.08 cents for lY95 and 5.05 cents for 

lY98), which are used to calculate the overall adjustment, are virtually unchanged. 

The ratio of average Standard (A) Nonprofit letter mail processing moclel costs to CRA 
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Standard (A) Regular letter mail processing costs was 1 .l 1 in MC96-2 and is 0.92 in 

R97-1. Whereas the entire ratio was applied proportionately in MC96-:2, a ratio of 

0.6113 is applied proportionately in this Docket and 0.5342 cent is added as a 

constant. The different adjustment level tends to mitigate the increases in modeled 

costs. 
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ANMIUSPS-T29-12. Please confirm that the unit cost for Standard A IRegular Rate 315 
Presort letters is estimated to be 11.7504 cents, as shown at p.3 of Exhibit USPS-29C, 
and the mail processing cost is estimated to be 6.7389 cents. Explain any 
nonconfirmation. 

RESPONSE: 

The unit cost for Standard A Regular Rate 3/5 Presort letters is estimalted to be 

11.9212 cents and the mail processing unit costs is estimated to be 6.9107 cents in 

Exhibit USPS-29C, page 3 revised on 10/l/97, 
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ANMIUSPS-T29-13. Please confirm that in Docket No. MC95-1 the unit cost for 
Standard A Regular Rate Basic Presort letters is estimated to be 13.li’51 cents, as 
shown in USPS-T-12C, p.2 (revised 6120195, excludes contingency), and the mail 
processing cost was estimated to be 8.3116 cents. Explain any nonco’nfirmation. 

RESPONSE: 

Not confirmed. See response to ANMIUSPS-T29-8. 

. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 2441 
INTERROGATORlES OF ALLfANCE OF NONPROFIT MAILERS 

Revised 1 O/6/97 

ANMIUSPS-T29-14. Provide a nontechnical description of the major factors that have 
resulted in a -18.9 percent decrease in mail processing costs Standard A Regular Rate 
3/5-digit letters between Docket No. MC95-1 and Docket No. R97-1. In your answer, 
please distinguish between (i) changes in the cost model (e.g., distinglJishing between 
UPGR Trays and NON-OCR Trays), (ii) changes in sources or inputs to cost data (e.g., 
use of MODS data and estimates of non-modeled costs), and (iii) charlges in input data 
pertaining to the mail itself (e.g., changes in downflow density data). Identify all 
studies, analyses, compilations and other data on which you rely, and produce any 
such data that the Postal Service has not yet produced in this case. 

RESPONSE: 

The decrease in the Standard (A) Regular Rate 3/5 letters cost is due to the 

same factors discussed in ANMIUSPS-T29-10 with respect to Regular Rate Basic 

letters. The main difference is that the model costs increased by 9 percent, from 5.3 

cents in Docket No MC95-1 to 5.6 cents in Docket No. R97-1. Thus, the change is 

most likely caused by smaller CRA adjustments. 
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ANMIUSPS-T29-15. Explain why the factors which you discussed in response to the 
preceding interrogatory (ANMIUSPS-T-29-14) did not affect the unit cost for Standard A 
Nonprofit 3/5-Digit letters in a similar manner. Identify all studies, analyses, 
compilations and other data on which you rely, and produce any such data that the ’ 
Postal Service has not yet produced in this case. 

RESPONSE: . 

Standard (A) Nonprofit 3/5-digit letter mail processing costs increased 5.7 percent, from 

5.3 cents in Docket No. MC96-2 to 5.6 cents in Docket No. R97-1. The increase in the 

Standard (A) Nonprofit 3/5-digit letters cost is due to the same factors discussed in 

ANMIUSPS-T-29-11 with respect to Basic letters. The main difference is that the model 

costs for Nonprofit 3/5-digit letters increased by a smaller amount, 29 percent, from 4.8 

cents in Docket No. MC96-2 to 6.2 cents in this Docket. This increase in model costs 

was similarly offset by smaller CRA adjustments. 
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ANMIUSPS-T29-16. Among other things, Exhibit USPS-29B, p.1, shows the following: 

Model 
Weights 

Presort Basic UPGR Trays 2.81% 
Presort Basic NON:OCR Trays - Upgradable 3.93% 
Presort Basic NON-OCR Trays - Non Upgradable 9.48% 

Subtotal 16.21% 

In Docket No. MC962. USPS-T-5, Appendix 1, p.5, Section E (Standard Class, 
Nonprofit, Automation Compatible, Presort Basic and 3/5 Flows), stated that: “The 
automation compatible unit costs are weighted with the corresponding non-automation 
compatible unit costs in the same proportion as used in the benchmark model set 
(65.8% automation compatible and 34.2% non-automation compatible).” 
a. For comparing your testimony in this Docket with your testimony in Docket No. 
MC962, please confirm that “UPGR [Upgradable] Trays” are considered automation 
compatible. Please explain any nonconfirmation. Identify all studies, slnalyses, 
compilations and other data on which ycu rely, and produce any such data that the 
Postal Service has not yet produced in this case. 
b. For comparing your testimony in this Docket with your testimony in D~ocket No. 
MC96-2, please confirm that “NON-OCR Trays-Upgradable” are considered automation 
compatible. Please explain any nonconfirmation. !dentify all studies, slnalyses, 
compilations and other data on which you rely, and produce any such data that the 
Postal Service has not yet produced in this case. 
C. For comparing your testimony in this Docket with your testimony in Docket No. 
MC96-2, please confirm that “NON-OCR Trays-Non Upgradable” are constdered non- 
automation compatible. Please explain any nonconfirmation. Identify all studies, 
analyses, compilations and other data on which you rely, and produce any such data 
that the Postal Service has not yet produced in this case. 
d. Please confirm that in this Docket 41.6 percent of Nonprofit Presort Basic 
(6.75/16.21) is considered automation compatible. Please explain any nonconfirmation. 
Identify all studies, analyses, compilations and other data on which you rely, and 

produce any such data that the Postal Service has not yet produced in this case. 
e. Please explain why the share of Nonprofit Presort Basic automation compatible 
mail declined from 65.8 percent in Docket No. MC96-2 to 41.6 percent in Docket No. 
R97-1. Identify all studies, analyses, compilations and other data on which you rely, 
and produce any such data that the Postal Service has not yet produc,ed in this case. 

RESPONSE: . 

a. Confirmed. 

b. Confirmed. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 2444 
INTERROGATORIES OF ALLIANCE OF NONPROFIT MAILERS 

Revised 1 O/6197 

C. Confirmed. 

d. The model weight for Presort Basic UPGR trays changed to 2.17% and the 

subtotal changed to 15.57% on USPS99B, page 1 revised on 10/l/97. Therefore, 

39.1% (6.111567) of Nonprofit Presort Basic Is considered automal:ion 

compatible. 

e. I do not know why the share of Nonprofit Presort Basic automation compatible. 

mail declined. One explanation could be that automation compatible letters previously 

entered in the nonautomation categories migrated to the Automation csltegories, 

thereby lowering the proportion of automation compatible letters in the nonautomation 

cateogories. 
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ANMIUSPS-T29-17. Exhibit USPS29B, p.1, shows, among other things, the following: 

Model 
Weights 

Presort 315 UPGR Trays 2.50% 
Presort 3/5 NON-OCR Trays - Upgradable 5.66% 
Presort 315 NON-OCR Trays - Non Upgradable 13.67% 

Subtotal 21.83% 

In Docket No. MC96-2, USPS-T-5, Appendix 1, p.5, Section E (:Standard Class, 
Nonprofit, Automation Compatible, Presort Basic and 315 Flows), stated that: “The 
automation compatible unit costs are weighted with the corresponding non-automation 
compatible unit costs in the same proportion as used in the benchmark model set 
(65.8% automation compatible and 34.2% non-automation compatible:).” 
a. Please confirm that in this Docket 37.4 percent of Nonprofit Presort Basic 
(8.16/21.83) is considered automation compatible and 62.6 percent is non-automation 
compatible. Please explain any nonconfirmation. Identify all studies, tanalyses, 
compilations and other data on which you rely, and produce any such data that the 
Postal Service has not yet produced in this case. 
b. Please explain why the share of Nonprofit Presort Basic automation compatible 
mail declined from 65.8 percent in Docket No. MC96-2 to 37.4 percent in Docket No. 
R97-1, Identify all studies, analyses, compilations and other data on which you rely, 
and produ.ce any such data that the Postal Service has not yet produced in this case. 

RESPONSE: 

. 

The model weight for Presort 315 UPGR trays changed to 3.14% and the subtotal 

changed to 22.47% on USPS-29B, page 1 revised on 1011197. 

a. 

.b. 

Not confirmed. Please see the response to ANMIUSPS-T29-16(d). 

The share of automation compatible mail declined from 65.8 to 39.1 for Nonprofit 

Presort Basic. Please see my response to ANMIUSPS-T29-16e. 
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ANMIUSPS-T29-19 

Please refer to Exhibit USPS29A, p. 1. Please provide a complete a,nd precise 
citation to the page, table number, column and row in LR-H-105 where each 
percentage shown in column (61, Model Weights, can be found. If the percentages 
shown in Column [S] of USPS-29A do not appear in LR-H-105, please compute the 
percentages showing all data used in the computations, and provide a complete source 
to each datum used. 

RESPONSE: 

As stated in footnote [6] in Exhibit USPS-29A, the “model weights are percent shares of 

each rate category based on TY Before Rates Volume Forecast” found on page A-30 of 

witness Tolley’s tesimony (USPS-T-6). This forecast shows Regular letters by rate 

category to be: 

Regular Basic Letter 
Regular 3/5 Presort Letter 
Nonautomation Subtotal 

Volume Percent 

2,012.524 9.64% 
2,941.617 14.09% 
4,954.141 23.73% 

Automation Basic Letter 
Automation 3-Digit Letter 
Automation 5Digit Letter 
Automation Subtotal 

Total 

3,157.221 15.12% 
9,750.408 46.70% 
9,299.383 14.45% 

15,924.781 76.27% 

20,878.418 

Within the Nonautomation (Presort Rate) categories, the mail characteristics data 

presented on page 37 of my Appendix I are used to determine the percent of letters in 

UPGR Trays (15.9%), in NON-OCR Trays - Upgradable (38.1%), and in NON-OCR 

Trays - Non-upgradable (46.0%). It appears that the percentages of the categories 

presented in upgradable trays were calculated using the Nonautomation subtotal rather 

than the subtotal for each presort rate category. The model weights should accordingly 

be revised as indicated below: 
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Presort Basic (UPGR Trays) 1.53% 
Presort Basic (NON-OCR Trays - Upgradable) 3.67% 
Presort Basic (NON-OCR Trays - Non-upgradable) 4.43% 
Regular Basic Letter 9.64% 

Presort 3/5 (UPGR Trays) 2.24% 
Presort 36 (NON-OCR Trays - Upgradable) 5.37% 
Presorf 3/5 (NON-OCR Trays - Non-upgradable) 6.48% 
Regular 3/5 Presort Letter 14.09% 

An erratum will be filed later. 
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ANMIUSPS-T29-20 

Please refer to Exhibit USPS29B, page 1. Please provide a complete and 
precise citation the page, table number, column and row in LR-H-195 where each 
percentage shown in column [6], Model Weights, can be found. If the percentages 
shown in Column IS] of USPS-29B do not appear in LR-H-105, please compute the 
percentages showing all data used in the computations, and provide a complete source 
to each datum used. 

RESPONSE: 

As stated in footnote IS] on Exhibit USPS-298, the “model weights are percent shares 

of each rate category based on Ty Before Rates Volume Forecast” found on page A-31 

of witness Tolley’s testimony (USPS-T-6). This forecast shows Nonprofit letters by rate 

category to be: 

Nonprofit Basic Letter 
Nonprofit 3/5 Presort Letter 
Nonautomation Subfofal 

Volume Percent 

1,311.851 15.57% 
1,892.724 22.47% 
3,204.575 38.05% 

Automation Basic Letter 
Automation 3-Digit Letter 
Automation 5-Digit Letter 
Automation Subtotal 

Total 

1,218.997 14.47% 
2,669.375 31.69% 
1,330.087 15.79% 
5,218.459 61.95% 

8,423.034 

Within the Nonautomation (Presort Rate) categories, mail characteristic data presented 

on page 37 of my Appendix Ill are used to determine the percent of letters in UPGR 

Trays (14.0%) in NON-OCR Trays - Upgradable (25.2%) and in NON-OCR Trays - 

Non-upgradable (60.8%). It appears that the percentages of the categories presented 

in upgradable trays were calculated using the Nonautomation subtotal rather than the 

subtotal for each presort rate category. The model weights on page 1 of Exhibit USPS- 

298 should accordingly be revised as follows: 
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Presort Basic (UPGR Trays) 2.17% 
Presort Basic (NON-OCR Trays - Upgradable) 3.93% 
Presort Basic (NON-OCR Trays - Non-upgradable) 9.48% 
Regular Basic Letter 15.57% 

Presort 315 (UPGR Trays) 3.13% 
Presort 3/5 (NON-OCR Trays - Upgradable) 5.66% 
Presort 3/5 (NON-OCR Trays - Non-upgradable) 13.67% 
Regular 3/5 Presort Letter 22.47% 

An erratum containing these revisions will be filed later. 
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ANMIUSPS-T29-21 
a. Please confirm that LR-H-145, G-3 shows the following data for FY 1996 billing 

determinants for the volume of nonprofit letters (in thousands). 

Basic Nonprofit Letters 2515,689 
3/5 digit letters 53154.124 

Total 7,669,813 

b. Please confirm that use of the model weights shown in Exhibit USPS-29B results 
in the following distribution for the volume of nonprofit letters (subject to 
rounding error since the model weights sum to 0.9999). 

Volume Model 
-(ooo) Weiahts 

Automation Basic 
Automation 3-D 
Automation 5-D 
Presort Basic 
Presort 315-D 

1,109,822 .I447 
2,430,564 .3169 
1,211,063 .1579 
1,243,277 .1621 
1.674.320 2183 L 

Total 7,669;046 .9999 

C. According to the billing determinants in LR-H-145, G-3, the volume of nonprofit 
3/5-digit presort letters entered at the 5D Barcode Discount Rate was 1,740,291 
thousand, whereas your model weights (derived from LR-H-195) indicate that the 
volume of Automation 5- Digit letters was only 1,211,063 thousand. Please explain the 
apparent discrepancy between the billing determinant data in LR-H-145 and the survey 
data in LR-H-195. 

RESPONSE: 

a. Confirmed. 

b. The model weights have been revised as a result of the preceeding 

interrogatory (ANMIUSPS-T29-20). The model weight for Presort Basic is .1557 

and for Presort 3/5-D is .2247. When the corrected model weights are multiplied 

by the total volume of Standard (A) Nonprofit subclass volume shown above, the 
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resulting volume for distribution is for Presort Basic is 1,194,190 and for Presort 

315-D is 1,723,407. 

C. The source of the model weights for the rate categories presented in USPS-29B 

page 1 is the before rates forecast presented in witness Tolley’s (USPS-T&) testimony, 

not billing determinants or LR-H-195. Witness Tolley’s forecast is based on the quarter 

of billing determinants in which reclassification has been in effect (Q2 97) not the 

entire year. 
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d. ANMIUSPS-T29-22 
Was any effort made by you, by anyone at Christensen Associates, or by anyone 

else on behalf of the Postal Service to check the results of the survey in LR-H-195 
against the billings [sic] determinants in LR-H-145 to ascertain whether any gross 
disparities existed between these two library refernces [sic]? 
a. If so, explain what checks were made and provide the results of those checks; 

i.e., were all results of the survey considered to be in general conformity or non- 
conformity? 

b. If not, please explain why it was considered unnecessary to check the survey 
results in LR-195 against the billing determinant data in LR-H-145. 

RESPONSE: 

First, it is important to keep in mind that my models use TY volume forecasts, not billing 

determinants, as model weights. That there is some variance in the levels of the mail 

characteristics results as compared to the billing determinants should not be 

unexpected, since the billing determinants for FY 98 are largely composed of shares 

that predate classification reform, whereas the mail characteristics study was conducted 

after classification reform was implemented, and therefore more closely resembles the 

test year environment. Witness Tolley’s volume forecast provides detail for much of the 

volume data needed in the cost models. The mail characteristics study results are used 

to determine volumes on a more detailed level. As such, the mail characteristics survey 

results are implicitly used as distribution keys on aggregated volume data. The use of 

mail characteristics study shares is accordingly reasonable for the purposes of the cost 

modeling. 

As described in LR-H-195, the FY96 volume control is distributed into six separated 

piece controls: letters and flats by carrier route, automation, and nonautomation based 

on FY97 PQ2 year-to-date data. This control accounts for the shift to flats from letters 

and a shift to automation from nonautomation and carrier route, Shares by rate 

category were not affected by this control. Thus, the shares by rate category may not 

match the RPW; however, the models use the TY volume forecasts of rate categories 

instead of shares from the mail characteristics survey. 
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ANMIUSPS-T29-23 
In Docket No. MC96-2, the Postal Service estimated that 34.2 percent of all 

monprofit letters remaining in 3/5-digit presort category would be a [sic] automation non- 
compatible. The 34.2 percent figure equated to what estimated volume of letters? 

RESPONSE: 

The forecasted volume of 3KDigit Presort letters, according to witness Tolley’s MC96- 

2 testimony (USPS-T-8), was 3614.601 million. Thus, 34.2 percent of 3,814.601 

million is 1,304.594 million letters. 
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ANMIUSPS-T29-24 

t : 
Did you prepare, or participate in any way in the preparation of, LR-H-195? 
Unless your answer to proceeding part a is an unqualified negative, please 
describe your role in the preparation of LR-H-195. 

C. With respect to LR-H-195, are you sponsoring that study? 
d. Please indicate whether any other witness in this docket is sponsoring LR-H-195. 

RESPONSE: 

a. Yes. 

b. I was the contracting offer technical representative. I personally supervised the 

planning and conduct of the survey. I managed, organized, and participated in the 

training and design of the survey. I observed the collection of data in the field. 

C. It is my understanding that, for purposes of this proceeding, no Postal Service 

witness is “sponsor,ing” Library Reference 195 in the sense that the entire document is 

incorporated into testimony. I have, however, adopted the study’s results, and am 

capable of answering questions about the mail characteristics studies for Standard (A). 

d. N/A 
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ANMIUSPS-T29-25 
In Docket No. MC962, the testimony of USPS witness Daniel treated 65.8 

percent of Standard A Nonprofit Basic and 3/5-Digit Presort letter mail as automation 
compatible. Was this percentage based on any empirical data? If so, please provide 
all data that were used to derive those percentages. 

RESPONSE: 

The amount of automation compatible Standard A Nonprofit Basic and 3/5-Digit Presort 

letters in Docket No. MC962 was based on the mail characteristics survey data 

presented in witness Talmo’s testimony (USPS-T-l) in that docket. I described the 

adjustment to reconcile the differences in the barcoded volume presented in the Mail 

Characteristics Study versus the PRC’s R94-1 volume forecast in my Docket No. 

MC962 testimony (USPS-T-5) at Appendix 1, page 4, footnote 2. 
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ANMIUSPST29.26 
According to USPS-29B, 62.6 percent of nonprofit Standard A letter mail entered 

at the Basic Presort rate, and 58.5 percent entered at the 3/5-Digit Presort Rate, is 
considered to be “non-ungradable” [sic] for processing on the Postal Service’s 
automation equipment. Please describe all major reasons that precluded nonprofit bulk 
letter presort mail from being considered ungradable [sic] to automation compatible. 

RESPONSE: 

According to USPS LR-H-195,the major reasons that precluded nonprofit bulk letter 

presort mail from being considered upgradable, or automation compatible, include 

failing any of the following: 

the length, height, thickness, weight, aspect ratio, and sealing requirements required to 

be machinable, and/or the absence of a clear OCR read area or barcode clear zone, 

the absence of a non-script font for the address or use of glossy paper. 



2457 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 
INTERROGATORIES OF ALLIANCE OF NONPROFIT MAILERS 

ANNMSPS-T29-27 
In Docket No. MC96-2, the total model costs for nonprofit Standard A’ presort and 
automation mail (i.e., unit costs for each rate category times the volume in each 
respective rate category) were less than CRA costs. This result was understandable, 
since the various cost models did not purport to measure the cost of every conceivable 
activity associated with processing nonprofit bulk mail within P&DCs. In consequence 
thereof, the model costs had to be adjusted upward to conform to CRA costs. In this 
docket, however, the total model costs for Nonprofit Standard A presort and automation 
mail exceed CRA costs, even though the various cost models still do not purport to 
measure the cost of all activated within P&DCs. At the same time, this anomalous 
result does not obtain for regular rate mail. 
a. Your testimony at p. 10 describes various factors that differ as between the cost 

models for regular rate and nonprofit mail. In terms of those factors, please 
explain each significant reason why your cost models have resulted in total 
model costs exceeding CRA costs for nonprofit Standard A presort and 
automation mail. 

b. Please explain whether the underestimation of CRA costs for Standard A 
Regular Rate Mail, coupled with overestimation of CRA costs for Standard A 
Nonprofit Mail, indicates some significant inaccuracy in the cost model. 

RESPONSE: 

a. We have not studied why cost models have resulted in total model costs 

exceeding CRA costs for nonprofit Standard [A) letters. I note, however, that many of 

the input parameters used in the mail flow models are averaged over different classes 

and subclasses of mail. These inputs, such as accept rates, downtlow densities, and 

productivities, are not subclass-specific and may differ from the average in a direction 

that results in a higher estimation of modeled costs 

b. First, I disagree with the characterization in the question that CRA costs for 

Standard A Regular Rate Mail are underestimated and that CRA costs for Standard A 

Nonprofit Mail are overestimated. Furthermore, one could argue that the relationship 

between the CRA adjustments for these subclasses would suggest the converse. As 

explained in subpart a, it is possible that inputs that are averaged across subclasses 

may affect the cost models. Thisdoes not represent an inaccuracy in the cost models, 

but rather is a consequence of using the best available data. 



2458 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 
INTERROGATORIES OF ALLIANCE OF NONPROFIT MAILERS 

ANMIUSPS-T29-28 
Please refer to LR-H-195, Table 5, p. 13. 

a. 

b. 

The title states that the data in the table are for Standard A Nonprofit Rate 
Automation and Nonautomation-Ungradable [sic] Letters. Do the rows in Table 5 
distinguish between (i) Automation and (ii) Nonautomation ungradable [sic] 
letters? If not, please explain the significance of each row. 
What does the sum of the two rows represent? 

RESPONSE: 

a. Table 5 in USPS LR-H-195 does not distinguish between Automation and 

Nonautomation Upgradable letters. The rows distinguish between letters that are in 

AADC trays versus Mixed AADC trays. 

b. The sum of the two rows represents the amount of Nonprofit Basic Rate 

Automation and Nonprofit Nonautomation Upgradable letters. 
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ANMIUSPS-T29-29 
Please refer to LR-H-195, Table 6, p. 14. This table purports to show Standard A 
Nonprofit Rate Nonautomation-Ungradable [sic] Letters. 
a. Please explain why the total of such letters shown in the last row of this table is not 

equal to either of the two rows in Table 5. 
b. To what extent (if any), are the data in Table 6 a subset of the data in Table 5? 

RESPONSE: 

a. The total in Table 6 of USPS LR-H-195 is not equal to either of the two rows in 

Table 5 of USPS LR-H-195 because the total in Table 6 represents all Nonprofit 

Nonautomation Upgradable letters, both Basic and 315 Presort rate categories. Table 

5, on the other hand, includes only Nonprofit Basic rate letters, both Automation and 

Nonautomation Upgradable. 

b. The Basic row in Table 6 is a subset of the total of Table 5. 
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ANMIUSPS-T29-30 

The unit mail processing cost (cents per piece) for Standard A Regular Rate 
Automation letters in Docket Nos. MC95-1 ans [sic] R97-1 are shown below, and are 
taken from USPS-T-12C, page 2 (revised 6/20/95) and USPS-29A, page I, and [sic] 
respectively. 

Docket No Docket No 
MC95-1 R97-1 Difference 

Percent 
Chanae 

Basic 
3-Digit 
5-Digit 

5.8752 5.2736 -0.6016 -10.2 
5.0942 4.7225 -0.3687 -7.2 
3.3317 3.4227 +0.0910 +2.7 

a. Please confirm that the unit costs shown here are correct. If you do not confirm, 
please supply the correct unit costs. 
b. Please explain all factors that caused the mail processing unit cost of Automation 
Basic Letters to decline between Docket No. MC95-1 and Docket No. R97-1. 
C. Please explain all factors that caused the mail processing unit cost of Automation 
3-Digit Letters to decline between Docket No. MC95-1 and Docket No. R97-1, but by a 
lesser amount than Basic Automation. letters. 
d. Please explain all factors that caused the mail processing unit cost of Automation 
5-Digit Letters to’increase between Docket No. MC95-1 and Docket No. R97-1. In 
particular, please explain why the unit mail processing cost of Automation 5-Digit letters 
increased while the unit mail processing cost of Automation Basic and 3-Digit letters 
decreased. 

RESPONSE: 

a. Confirmed. 

b.-d. As stated in footnote 1 in my response to ANMIUSPS-T29-10, many factors in this 

docket have tended to increase modeled costs. Comparing the modeled cost instead 

of the total costs of the categories in the table above would result in the following table: 

Docket No ’ Docket No Percent 
MC95-1 R97-1 Difference Chanae 

Basic 3.7416 4.2210 +0.4794 +12.8 
3-Digit 3.2441 . I 3.7092 +0.4651 +l4.3 
5-Digit 2.1218 2.4871 +0.3653 +17.2 
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Next, a table comparing the CRA adjustment made in each docket follows: 

Docket No Docket No Percent 
MC951 R97-1 Difference Change 

Basic 2.1336 1.0526 -1.0610 -50.7 
3-Digit 1.6501 1.0133 -0.8366 -45.2 
5-Digit 1.2099 0.9356 -0.2743 -22.7 

Therefore, I would conclude that the primary reason for the decline in total cost for 

Automation Basic and 3-Digit in Docket No. R97-1 is the smaller CRA adjustment. The 

smaller change in the CRA adjustment, coupled with the slightly higher percent 

increase in modeled cost for Automation 5-Digit, would tend to explain that category’s 

slight increase. 
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ANMIUSPS-T29-31 

The unit mail processing cost (cents per piece) for Standard A Nonprofit 
Automation letters in Docket Nos. MC95-1 and R97-1 are shown below, and are taken, 
from respectively, USPS-SC, page 1 and USPS-29B, page 1. 

Docket No Docket No 
MC96-2 R97-1 Difference 

Percent 
Change 

Basic 
3-Digit 
5-Digit 

3.9332 4.0747 +0.1415 +3.6 
3.5135 3.6227 +0.1092 +3.1 
2.3064 2.6390 +0.3326 +14.4 

a. Please confirm that the unit costs shown here are correct. If you do not confirm, 
please supply the correct unit costs. 
b. In light of the reduction in the volume variability of mail processing costs 
proposed in this docket, please explain all factors that caused the unit mail processing 
costs of nonprofit Automation Basic letters to increase between Docket No. MC96-2 
and Docket No. R97-1. 
C. Please explain why the unit mail processing unit cost’of Nonprofit Automation 
Basic letters increased while the unit costs of Regular Rate Automation Basic letters 
decreased. 
d. In light of the reduction in the volume variability of mail processing costs 
proposed in this docket, please explain all factors that caused the unit mail processing 
costs of nonprofit Automation 3-Digit letters to increase between Docket No. MC96-2 
and Docket No. R97-1. 
e. Please explain why the unit mail processing unit cost of Nonprofit Automation 3- 
Digit letters increased while the unit costs of Regular Rate Automation 3-Digit letters 
decreased. 
f. Please explain what caused the unit mail processing unit cost of Nonprofit 
Automation 5-Digit letters to increase so much more (both in absolute and percentage 
amount) between Docket No. MC96-2 and Docket No. R97-1. 

9. Please explain what caused the unit mail processing unit cost of Nonprofit 
Automation 5-Digit letters to increase so much more (both in absolute and percentage 
amount) than Regular Rate Automation 5-Digit letters. 

RESPONSE: 

a. Confirmed. 
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b.-e. As stated in footnote 1 in my response to ANM/USPS-T29-10, many factors in this 

docket have tended to increase modeled costs. Comparing the modeled cost instead 

of the total costs of the categories in the table above would result in the following table: 

Docket No Docket No Percent 
MC96-2 R97-1 Difference Change 

Basic 3.5349 4.9285 +1.3936 +39.4 
3-Digit 3.1577 3.7417 +0.5840 +18.5 
5-Digit 2.0728 2.5299 +0.4571 +22.1 

Next, a table comparing the CRA adjustment made in each docket follows: 

Docket No Docket No Percent 
MC96-2 R97-1 Difference Change 

Basic +0.3983 -0.8538 -1.2521 -314.4 
3-Digit +0.3558 -0.1190 -0.4748 -133.4 
5-Digit +0.2336 +0.1091 -0.1245 -53.3 

Therefore, I would conclude that the primary reason for the slight increase in total cost 

for Automation Basic and 3-Digit in Docket No. R97-1 is that the CRA adjustment did 

not offset the increase in modeled cost as it did for the Regular subclass. 

f.-g. In addition to the reasons described in response to ANMIUSPS-T29-10, the CRA 

adjustment did not sufficiently offset the increase in modeled costs for Automation 5- 

Digit as show in the table in the subpart above. Additionally, the increase in 

acceptance costs as shown in the table below may help to explain why the cost for 

Nonprofit Automation 5-Digit increased more than Regular Automation 5-Digit. 

Docket No 
MC95-lIMC96-2 

Nonprofit 
Acceptance 0.0425 

Docket No 
R97-1 

0.2664 

Difference 

0.2239 

Percent 
Change 

+526.8 

Regular 
Acceptance 0.0311 0.1844 0.1533 +493.0 

An increase of 0.2239 cent in nonprofit acceptance costs accounts for almost 10 

percent of Nonprofit Automation 5-Digit’s total costs. The increase of 0.1533 cent in 
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commercial acceptance costs accounts for less than 5 percent of total costs for Regular 

Automation 5-Digit. 
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ANMIUSPS-T29-32 

Please refer to USPS-29A. page 2 and USPS-29B. page 2. Please explain why 
the operation “BMCslspb” is treated as proportional for Regular Rate letters and fixed 
for Nonprofit letters. If either entry is in error, please identify which one and explain 
what adjustments should be made. 

RESPONSE: 

The operation BMCslspb on page 2 of Exhibit USPS-29B should be treated as 

proportional. A correction to page 2 of Exhibit USPS-29B will be filed in conjunction 

with other changes. 
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DMAIUSPS-T29-1. Please refer to page 19, lines 27 through 29, and page 20, lines 1 
through 26, of your direct testimony. 

a. 

b. 
C. 

d. 

F. 

9. 

Please confirm that the prebarcoding cost avoidance of four cents for parcels is 
the cost difference between keying a nonbarcoded parcel (including the ribbon 
and label costs) on a PSM retrofitted with a Package Barcode System (PBCS) 
and scanning a prebarcoded parcel on a PSM retrofitted with a PBCS. 
What are the machinability requirements for a PSM retrofitted with a PBCS? 
At what types of facilities (e.g., BMCs, SCFs) are parcels sorted on PSMs 
retrofitted with PBCSs? 
At what types of facilities are Standard (A) parcels sorted? 
Are machinable Standard (A) parcels sorted on PSMs retrofitted with PBCSs? 
If your answer to sub-part e. is “no,” please describe (i) how Standard (A) parcels 
are sorted and (ii) why they are not sorted on PSMs retrofitted with PBCSs. 
Please explain fully whether extending the prebarcoding discount to Standard 
(A) parcels would result in a rate structure that more accurately reflects costs of 
service as contemplated in 39 USC. 5 3622(b). 

RESPONSE: 

a. 

b. 

C. 

d. 

e. 

f. 

9. 

Confirmed. 

Machinability requirements are described on page 13 of my testimony. Please 

also see DMM § CO50. 

Parcels are sorted on PSMs retrofitted with PBCSs at BMCs. 

Standard (A) parcels are sorted at all types of facilities. 

Some Standard (A) parcels are sorted on PSMs retrofitted with PBCSs. 

DSCF or DDU Standard (A) parcels may be sorted manually at SCFs and 

delivery units. Also, Standard (A) parcels that are already sorted to the 5digit 

level are not sorted on the PSM. 

I am not a pricing witness, and I do not offer testimony in this docket concerning 

the pricing criteria of 39 USC. 5 3622(b). I understand, however, that witness 

Moeller addresses the Standard (A) barcode discount in his response to 

DMA/USPS-T4-23b. 
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MASAILISPS-T29-1. 
a. Confirm that the following chart accurately sets forth the Mail Processing 

and Delivery unit costs in cents for the categories of Standard (A) mail indicated as 
computed by the Postal Service in this case and as determined by the PRC in MC95-1, 
and the differences between the two. 

R97-1 Mail Proc. 8 MC95-1 Mail Proc 8 
Delivery Unit Costs Delivery Unit Costs increase (Decrease) 
(Cents) (Cents) 

Basic Presort 26.1585 30.4483 (4.2898) 

Basic Automation 20.4392 27.5307 (7.0915) 
-. 

3/5-Diail Presort 18.2192 21.0077 (2.7885) 

3/5-Digit Automation 

Letters: 

Basic Presort 

Basic Automation 

14.8855 17.4013 1 (2.5158) 

12.8452 16.8287 (3.9835) 

8.7366 I 9.5512 1 (0.8146) 

3/5-Digit Presort 10.5299 12.1486 1 (1.6187) 

3-Digit Automation 8.1455 0.7652 1 (0.6197) 

5-Diail Automation 1 6.7047 1 6.7437 I 0.041 

ENHANCED CARRIER 
ROUTE SUBCLASS I 

Basic 10.3844 7.4263 2.9581 

High Density 7.5692 6.6323 0.9369 

Saturation 5.9062 5.0433 0.8649 

Letters: 

b. Identify how much of each cost differential in the Regular Subclass is 
attributable to the use in this case of a new costing methodology resulting in the 
attribution of a lower proportion of mail processing and delivery unit costs compared to 
MC951. 

1 
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C. Identify any other factors that have contributed to the reduction in mail 
processing and delivery unit costs in the Regular Subclass, and, for each factor, 
quantify the amount of the cost differential attributable to that factor. 

d. Confirm that, with the exception of the High Density and Saturation 
categories, in the ECR Subclass mail processing and delivery unit costs have 
increased compared to MC95-1. 

e. Explain why, in general, mail processing and delivery unit costs have 
increased for the ECR Subclass and decreased for the Regular Subclass compared to 
MC95:1. 

RESPONSE: 
la. 

REGULAR SUBCLASS 

R97-1 Mail Proc. B MC95-1 Mail Pmc 6 
Delivery Unit Costs Delivery Unit Costs Increase (Decrease) 
(Cents) (Cents) 

Nonletters: 

3asic Presolt 

Basic Automation 

3/S-Digit Presort 

3/S-Digit Automation 

Letters: 

25.9922 30.4483 (4.4561) 

20.4583 27.5307 (7.0724) 

18.3249 21.0077 (2.6828) 

14.9957 17.4013 (2.4056) 

ROUTE SUBCLASS 
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The chart above sets forth the Mail Processing and Delivery unit costs in cents 

for the categories of Standard (A) mail as computed on page 2 of Exhibit USPS- 

29C revised 1011197. The costs for enhanced carrier route (ECR), however, have 

been adjusted for dropship. ECR costs in MC95-1 were not adjusted for dropship. The 

comparable ECR costs in this docket are shown of page 3 of Exhibit USPS-29C. 

Furthermore, the costs for ECR walk sequenced-endorsed and nonwalk sequenced- 

endorsed mail have been deaveraged in this docket, but were not deaveraged in 

Docket No. MC95-1, A chart which summarizes the most comparable set of costs as 

revised on 1011197 is shown below.~ New numbers have been bolded. 

Increase (Decrease) 

lb-c. An objection to these interrogatories has been filed. 

3 
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ld. As shown in the chart of more comparable figures in response to question (la.), 

which are ECR costs before being adjusted for dropship as seen on page 3 of Exhibit 

USPS-29C, the mail processing and delivery costs of ECR Basic letters and nonletters 

and ECR Automation Basic letters have increased slightly since Docket No. MC95-1 

while the costs for High Density and Saturation letters and nonletters have decreased. 

The costs for ECR walk-sequenced endorsed and nonwalk-sequenced endorsed mail 

have been deaveraged in this docket but they were not deaveraged in Docket No. 

MC95-1. The deaveraging of costs in this docket results in a push up of ECR Basic 

costs and a push down in walk sequence and saturation costs. 

le. As shown in the chart of more comparable figures in response to question (la.) 

and as discussed above, ECR Basic letters and nonletters and ECR Automation Basic 

letters mail processing costs have increased slightly since Docket No. MC95-1 as a 

result of deaveraging. In general, the volume variable mail processing and delivery 

unit costs have decreased in both subclasses. 

4 
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MASAJUSPS-T29-3 
a. Do you agree that the decrease in attributable mail processing and delivery unit 
costs for the Regular Subclass of Standard (A) as reflected in MASA/USPS-T29-I is 
caused, at least in part, by the use of the new costing methodology in this proceeding? 
If you do not agree, please explain. 
b. What other factors, if any, have contributed to the decrease in attributable mail 
processing and delivery unit costs for the Regular Subclass of Standard (A) reflected in 
MASAIUSPS-T29-l? 
C. Explain in narrative form how the factors described in your answers to the 
foregoing questions have affected the decrease in attributable mail processing costs, 
including giving your best estimate of the contribution of each factor to the decrease. 
d. Do the factors you have identified in your answer to subsections a and b of this 
question have impacts on particular rate categories in Standard A Regular that differ 
from the impact described generally in response to subsection c. If so, describe the 
differences. 

RESPONSE: 

a. While I do not purport to offer testimony on all of the new costing methodologies 

in this docket, I agree that the costing methodologies have tended to reduce the volume 

variable mail processing and delivery unit costs for the Regular subclass of Standard 

(A). 

b. See my response to ANMIUSPS-T29-10. 

C. I have no way to estimate the relative proportion or degree to which each factor 

contributes to the decrease in Regular Standard attributable mail processing costs 

since Docket No. MC95-1. 

d. The change in the percent of automation compatible mail in Regular Presort 

Basic and 3/5-Digit Presort contribute to the decrease in those categories and do not 

affect the Automation categories. Likewise, by virtue of the fact that the model costs for 

presort are higher than model costs for automation, the decrease in the proportional 

CRA adjustment (previously known as the nonmodel cost factors) affects the presort 

categories more than the automation categories. 
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MASAKJSPS-T29-4. Referring to your answer to ANMIUSPS-T29-10: 
a. identify the source for mail processing costs for Standard A Regular Rate Basic 
of 13 cents in MC951, and 9 cents in this docket. 
b. Do you agree that the decline in model costs described in your answer is 
attributable largely to the Basic Presort mailstream becoming “more automation 
compatible and therefore somewhat less costly”? If not, explain what the other causes 
of the decline in model costs are. 
C. Do you agree that the smaller CRA adjustment described in your answer does 
not reflect actual cost savings attributable to the Basic Presort mail stream becoming 
less costly to process? Explain any no answer, and specifically describe any cost 
savings that are reflected in the lower CRA adjustment. 

RESPONSE: 

a. The source for mail processing costs for Standard (A) Regular Basic of 13 cents 

in Docket No. MC951 is witness Takis’ Exhibit USPS-12A. The 9.1 cent figure for 

Standard (A) Regular Basic is reported in my Exhibit USPS-29A revised on 1011197. 

b. The decline .in model costs is partially attributable,to the Basic Presort 

mailstream becoming more automation compatible. See my response to MASFJUSPS- 

T29-3(c). Other factors, which may also contribute to the change in model costs, are 

discussed in ANMIUSPS-T29-10. 

C. This question is unclear. The CRA adjustment alone is not a means for 

capturing cost savings. The purpose of CRA adjustment is to reconcile model costs 

with comparable CRA costs. 
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MASANSPS-T29-5. Referring to your response to MAW/USPS-T29-la, explain 
how ECR costs in the USPS proposal in this docket were “adjusted for dropship,” 
including providing any calculations that were made to make such an adjustment, 

RESPONSE: 

ECR costs were adjusted for dropship using the data on page 3 of Exhibit USPS-29D. . 

For non-saturation letters, saturation letters, non-saturation non-letters, and saturation 

non-letters, separately, the cost avoided per pound by entry point from USPS LR-H-111 

was multiplied by the number of pounds by entry point from USPS LR-H-145 to 

calculate the total cost avoided by entry point. The sum of costs avoided across all 

entry points was then divided by the total number of pieces to determine the average 

cost avoided of an average piece. These figures were then added to the average total 

mail processing costs per piece and reported on page 2 of Exhibit USPS-29C. Thus, 

the difference between the costs of the above categories should reflect savings without 

the impact of different levels of dropshipping. 
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MASAJUSPS-T29-6. Referring to your response to MASNUSPS-T29-la, explain 
how “ECR walk sequenced-endorsed and nonwalk sequenced-endorsed mail have 
been deaveraged in this docket,” including providing any calculation or formula used to 
determine the deaveraging. 

RESPONSE: 

ECR walk sequenced-endorsed and nonwalk sequenced-endorsed mail have been 

deaveraged in this docket in USPS LR-H-109 using base year costs. These costs were 

then reconciled to the Test Year CRA on page one of Exhibit USPS-29D. 
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MMAIUSPS-T29-1. 

Please refer to USPS-29C, pages 1 and 2. Comparing First-Class Automated unit 
costs for mail processing and delivery versus Standard Mail Regular Automation costs 
(rounded): 

(A) Why is the Standard Mail Basic letter unit cost (8.7 cents) lower than for a First- 
Class Basic letter (9.0 cents)? 

(B) Why is the Standard Mail 3-Digit letter unit cost (8.15 cents) about the same as 
for a First-Class 3-Digit letter (8.2 cents)? 

(C) Why is the Standard Mail 5-D.igit letter unit cost (6.8 cents) higher than for a 
First-Class 5-Digit letter (6.6 cents)? 

(D) Confirm the following unit costs and rates (in cents, rounded) shown below are 
proposed by the Postal Service in this proceeding. 

Mail Cateaow Unit Cost 

First Class: 
Basic 9.0 
Automated 3-digit 8.2 
Automated 5-digit 6.6 

Standard A Regular: 
Basic Automation 8.7 
Automated 3-digit 8.15 
Automated 5-digit 6.8 

Unit Rate fl oz) Unit Rate (2 oz) 

26.1 49.1 
25.4 48.4 
23.8 45.8 

18.9’ 18.9’ 
17.8’ 17.8’ 
16.0’ 16.0’ 

‘Assumes no destination entry discount 

(E) Confirm that the rates for Standard Mail Regular Automation are the same for all 
pieces that weigh up to 3 oz. If you cannot, please explain. 

(F) Please confirm that the average First-Class presorted letter weighs .6 ounces 
whereas the average Standard Mail non-carrier route presorted letter weighs 2.3 
ounces. (See USPS-T-5, pages 15 and 18.) 

(G) What is the average weight of (1) a First-Class Automation letter and (2) a 
Standard Mail Regular Automation letter? If this information is not available, 
which weighs on average more, a First-Class Automation letter or a Standard 
Mail Regular Automation letter? Support your answer. 
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RESPONSE: 

(A - C) The cost of First-Class letters is outside the scope of my testimony. However, 

factors which are class-specific such as (i) mail characteristics including the percent of 

automation compatible letters in the mailstream and percentage of letters in Mixed 

AADC/ADC trays versus AADC/ADC trays, (ii) coverage factors, (iii) premium pay 

factors, (iv) accept and upgrade rates, (v) CRA adjustments, and (vi) percentage of 

letters which are sorted in delivery point sequence (DPS), can vary between the 

Standard (A) and First-Class letter cost models and contribute to the cost differences. 

(D) Not Confirmed. First, it is unclear to what “Basic” refers in the question. 

Second, the unit rates for First-Class are current rates and not proposed rates, as 

indicated in the question. Finally, the costs reported in the column with the heading 

“unit costs” are for mail processing and delivery only. 

(E) Not Confirmed. The question does not specify the presort tier, mail shape, or 

dropship level. These factors determine the applicable rate. 

(F) Not Confirmed. Standard Mail (A) non-carrier route presort piece, both letters 

and nonletters, weighs 2.1 ounces on average according to page 18 of Exhibit USPS- 

5C. Standard Mail (A) carrier route presort piece, both letters and nonletters, weighs 

2.3 ounces on average also according to page 18 of Exhibit USPS-X. The average 

First-Class presorted letter weighs .6 ounces according to page 15 of Exhibit USPS-SC. 

((3 First-Class Standard (A) Regular 

Automation basic: 0.58 ounces .8582 ounces 

Automation 3-digit: 0.61 ounces .9611 ounces 

Automation &digit: 0.63 ounces .9480 ounces 



RESPONSE OF U.S. POSTAL SERVICE WITNESS DANIEL TO 
2477 

INTERROGATORIES OF MAJOR MAILERS ASSOClATlON 

HMAIUSPS-T29-2. Please refer to USPS-29C, pages 1 and 2. In the questions below 
assume that the mailer does not take advantage of destination entry discounts. 

(A) $f a mailer sends out a First-Class Basic Automation letter weighing 1.8 ounces, 
please confirm that under the Postal Service’s proposed rates, the postage would be 
50.5 cents and the unit cost estimate for mail processing and delivery would be 9.03 
cents. If you cannot confirm please explain and provide the correct postage rates and 
costs. 

(B) If a mailer sends a First-Class Basic Automation letter weighing .9 ounces and a 
Standard Mail A Basic Automation letter weighing .9 ounces. please confirm that under 
the Postal Service’s proposed rates, the total postage for both letters would be 46.4 
cents (27.5 cents for First-Class and 18.9 cents for Standard Mail A and the total unit 
cost estimate for mail processing and delivery for both letters would be 17.8 cents (9.03 
+ 8.74). If you cannot confirm please explain and provide the correct postage rates and 
OOStS. 

(C) Suppose an Automation mailer plans to send to each customer an invoice 
weighing .9 ounces (with envelope) and advertising matter (‘inserts’) weighing .9 
ounces (with envelope). Suppose also that the Automation mailer has the choice of (1) 
combining the mailing by mailing the invoice and the advertising matter together, in a 
single envelope, at First-Class Basic Automation rates [the situation described in 
Paragraph (A)] or (2) splitting the mailing by mailing the invoice in one envelope at Fitst- 
Class Basic Automation Rates and mailing the advertising matter separately in another 
envelope at Standard A Basic Automation rates [the situation described in Paragraph 
(B)]. Do you agree that, as compared with the combined mailing of both the invoice 
and the advertising matter at First-Class rates, the mailer pays less postage and the 
Postal Benrice incurs greater cost if the mailer makes a split mailing? If you do not 
agree, please explain. 

(II) Do you agree that, as compared with the combined mailing of both the invoice 
and the advertising matter at First-Class rates (as described in Paragraphs (A) and (C)), 
the Postal Service receives a lower contribution to institutional costs if the mailer makes 
a split mailing (as described in Paragraphs (6) and (C)). If you do not agree, please 
explain. 

/ 
.a 

*ESPONSE: ’ 

(A) Not Confinned. The mail processing cost is for an average weight letter, not 

specifically for a 1.8 ounce latter. The rate is confirmed. 

(e) Not Confirmed. The mail processing cost is for an average weight letter, not 

. 
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spec*fically for a 1.8 ounce letter. Rates for a Regular Basic Automation letter with no 

i 

I 

destination entry discounts and for a First-Class Basic Automation letter are aMirrned. 

{CD) No. The mailer pays less postage, but I cannot confirm that the cost is higher. 

See response to MWSPST29-2 (A&B). 
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HMAAlSPS-T293. Please refer to USPS-29C, pages 1 and 2. In the questions below 
assume that the mailer does not take advantage of destination entry discounts. 

. (A) If a mailer sends out a First-Class 3-Digit Automation letter weighing 1.8 ounces, 
r please confirm that under the Postal Service’s proposed rates, the postage would be 
1 49.5 cents and the unit cost estimate for mail processing and delivery would be 8.2 

cents. If you cannot confirm please explain and provide the correct postage rates and 
costs. 

(B) If a mailer sends a First-Class 3-Digtt Automation letter weighing .9 ounces and a 
Standard Mail A 3-Digit Automation letter weighing .9 ounces, please confirm that under 
the Postal Service’s proposed rates, the total postage for both letters would be 44.3 
cents (26.5 cents for First-Class and 17.8 cents for Standard Mail A 3-Digit Automation 
and the total unit cost estimate for mail processing and delivery for both letters would 
be 16.3 cents (8.2 + 8.1). If you cannot confirm please explain and provide the correct 
postage rates and costs. 

(C) Suppose an Automation mailer plans to send to each customer an invoice 
weighing .9 ounces (with envelope) and advertising matter (‘inserts’) weighing .9 
ounces (with envelope). Suppose also that the Automation mailer has the choice of (1) 
combining the.mailing by mailing the invoice and the advertising matter together, in a 
single envelope, at First-Class 3-Digit Automation rates [the situation descrjbed in 

1 Paragraph (A)] or (2) splitting the mailing by mailing the invoice in one envelope at First- 
Class 3-Digit Automation Rates and mailing the advertising matter separately in another 
envelope at Standard A 3-Digit Automation rates [the situation described in Paragraph 
(B)]. Do you agree that, as compared with the combined mailing of both the invoice 
and the advertising matter at First-Class rates, the mailer pays less postage and the 
Postal Service incurs greater cost if the mailer makes a split mailing? If you do not 
agree, please explain. 

@) Do you agree that, as compared with the combined mailing of both the invoice 
and the advertising matter at First-Class rates (as described in Paragraphs (A) and (C)), 
fie Postal Service receives a lower contribution to institutional costs if the mailer makes 
a sptii mailing (as described in Paragraphs (B) and (C))7 If you do not agree, please 
explain. 

RESPONSE: . 

(A) Not Confirmed. The mail processing cost is for an average weight letter, not 

specifically for a 1.8 ounce letter. The rate is confirmed. 

(8) Not Confirmed. The mail processing cost is for an average weight letter, not 
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speckrimlly for a 1.8 ounce letter. Rates for a Regular 3-Digit Automation letter with no 

; 
destination entry discounts and for a First-Class 3-Digit Automation letter are confirmed. 

ICI-D) No. The mailer pays less postage, but I cannot confirm that the cost is higher. 

See response to MhWUSPST2B3 (A&B). 

, 
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MMAAlSPST294. Please refer to USPS29C, pages 1 and 2. In the.questions 
below assume that the mailer does not take advantage of destination entry discounts 

(A) If a mailer sends out a First-Class 5-Digit Automation letter weighing 1.8 ounces, 
please confirm that under the Postal Service’s proposed rates, the postage would be 
47.9 cents and the unit cost estimate for mail processing and delivery would be 6.6 
cents. If you cannot confirm please explain and provide the correct postage rates and 
costs. 

(B) If a mailer sends a First-Class 5-Digit Automation letter weighing .9 ounces and a 
Standard Mail A 5-Digit Automation letter weighing .9 ounces, please confirm that under 
the Postal Service’s proposed rates, the total postage for both letters would be 40.9 
cents (24.9 cents for First-Class and 16.0 cents for Standard Mail A 5Digtt Automation 
and the total unit cost estimate for mail processing and delivery for both letters would 
be 13.4 cents (6.6 + 8.8). If you cannot confirm please explain and provide the correct 
postage rates and costs. 

(C) Suppose an Automation mailer plans to send to each customer an invoice 
weighing .9 ounces (with envelope) and advertising matter (“inserts”) weighing .9 
ounces (with envelope). Suppose also that the Automation mailer has the choice of (1) 
combining the mailing by mailing the invoice and the advertising matter together, in a 
single envelope, at First-Class 5Digit Automation rates [the situation described in 
Paragraph (A)] or (2) splitting the mailing by mailing the invoice in one envelope at First- 
Class 5-Digit Automation Rates and mailing the advertising matter separately in another 
envelope at Standard A 5Digtt Automation rates [the situation described in Paragraph 
(B)]. Do you agree that, as compared with the combined mailing of both the invoice 
and the advertising matter at First-Class rates, the mailer pays less postage and the 
Postal Service incurs greater cost if the mailer makes a split mailing? If you do not 
agree, please explain. 

(D) Do you agree that, as compared with the combined mailing of both the invoice 
and the advertising matter at First-Class rates (as described in Paragraphs (A) and (C)), 
the Postal Service receives a lower oontdbution to institutional costs lf the mailer makes 
a split mailing (as described in Paragraphs (B) and (C))7 If you do not agree, please 
explain. 

=RESPONSE: 

(A) Not Confirmed. The mail processing cost is for an average weight letter, not 

specifically for a 1.8 ounce letter. The rate is confirmed. 

(8) Not Confirmed. The mail processing cost is for an average weight letter, not 
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specifically for a 1.8 ounce letter. Rates for a Regular S-Digit Automation letter with no 

destination entry discounts and for a Fiti-Class Automation !&Digit letter are confirmed. 

(C-D) No. The mailer pays less postage, but I cannot confirm that the cost is higher. 

See response to MWSPS-lX-4 (A&B). 

. . 
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MMA/USPS-T29-5. 

Please refer to your response to MMANSPS-T29-1 (G) and LR-H-108, Table 1. Please 
confirm that from the data provided in the library reference, the average weight of a 
Standard Mail A bulk regular rate letter-shaped piece of mial [sic] in FY1996 was 1.0 
ounces. If you cannot confirm, please explain. 

RESPONSE: 

The response to MMANSPS-T2Pl(G) is incorrect. Weight per piece by r,ate category 

is available and a revised response will be tiled. According to the data in I-R-H-108, the 

total weight of Standard Mail A bulk letter-shaped pieces is 1,177,288 pounds. There 

were 19,075,362 pieces. Thus, the weight per piece in pounds is 0.0617 and in ounces 

is 0.987. 
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MMAIUSPS-T29-6. 

Please refer to USPS-29C, pages 1 and 2. Please confirm the following unit costs for 
(mail processing plus delivery) (in cents rounded) and rates shown below that are 
proposed by the Postal Service in this proceeding. Please assume no destination entry 
discount for Standard A Regular. 

Mail Caterrow 

First Class: 
Basic Automation 
3-Digit Automation 
5Digit Automation 

Standard A Regular: 
Basic Automation 
3-Digit Automation 
5-Digit Automation 

Unit Cost Unit Rate (1 oz) Unit Rate f2 ozJ 

9.0 27.5 50.5 
8.2 26.5 49.5 
6.6 24.9 27.9 

8.7 18.9 18.9 
8.15 17.8 17.8 
6.8 16.0 16.0 

RESPONSE: 

Not Confirmed. The unit costs are confirmed as the mail processing and delivery costs 

of an average weight piece (not necessarily a one or two ounce piece) ex:cept for 

Standard A Regular 3-Digit and 5-Digit Automation which changed to 8.1 and 6.7 

cents respectively as a result of revisions to USPS-29C page 2 on 10/l/97. 

Moreover, the unit rate for a 2 ounce S-Digit piece is not 27.9 cents; it is 47.9 cents. 

. . 
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MMAIUSPS-T29-7. 

Please confirm that: 
(A) The rates for Standard Mail A Regular Automation letter do not (change as 
long as the weight of the letter remains 3 ounces or less. If you cannot confirm, 
please explain. 
(B) You do not know whether or to what extent the cost for a Standard Mail A 
Automation letter changes as long as the weight of the letter remain!5 three 
ounces or less. If you cannot confirm, please explain. 

RESPONSE: 

(A) Confirmed, although the rates may vary based on the level of destination entry. 

(B) Confirmed. 
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MMAIUSPS-T29-8. 

Please refer to your responses to paragraphs (A) and (B) MMA/USPS-T29-24. There 
you indicate that you do not agree that the unit cost estimates for mail processing and 
delivery that are provided in USPS29C, pages 1 and 2 would accurately reflect the 
cost of a 1.8 ounce or a .9 ounce letter because the costs shown in you exhibit 
represent the costs for a letter of “average” weight. 

(A) Is this an accurate characterization of your answer to paragraphs; (A) and (B) 
of each of those questions. If not, please explain. 

(B) Please provide the “average” weight for each First-Class and Sta,ndard Mail 
A category whose costs are represented in USPS-29C. pages 1 and 2. 

(C)(l) Would a 1.8-ounce First-Class Basic Automation letter cost m’ore, less 
than, or the same as the 9.03 cent cost that you show for an average First-Class Basic 
Automation letter? Please support your answer. 

(C)(2) Would a 1.8-ounce First-Class 3-Digit Automation letter cost more, less 
than, or the same as the 8.2 cent cost that you show for an average First-Class 3-Digit 
letter? Please support your answer. 

(C)(3) Would a 1.8-ounce First-Class 5Digit Automation letter cost more, less 
than, or the same as the 6.6 cent cost that you show for an average First-Class 5-Digit 
Automation letter? Please support your answer. 

(D)(l) Would a .9-ounce First-Class Basic Automation letter cost more, less 
than, or the same as the 9.03 cent cost that you show for an average First-Class Basic 
Automation letter? Please support your answer. - 

(D)(2) Would a .9-ounce First-Class 3-Digit Automation letter cost more, less 
than, or the same as the 8.2 cent cost that you show for an average First-Class 3-Digit 
letter? Please support your answer. 

(D)(3) Would a .9-ounce First-Class !&Digit Automation letter cost more, less 
than, or the same as the 6.6 cent cost that you show for an average First-Cllass 5-Digit 
Automation letter? Please support your answer. 

(E)(l) Would a .9-ounce Standard Mail A Basic Automation letter co:st more, 
less than, or the same as the 8.7 cent cost that you show for an average Standard Mail 
A Basic Automation letter? Please support your answer. 

(D)(2) Would a .8ounce Standard Mail A 3-Digit Automation letter cost more, 
less than, or the same as the 8.1 cent cost that you show for an average Standard Mail 
A 3-Digit letter? Please support your answer. 

(D)(3) Would a .9-ounce Standard Mail A 5Digit Automation letter cost more, 
less than, or the same as the 6.6 cent cost that you show for an average Standard Mail 
A 6-Digit Automation letter? Please SIJPPOf’t YOUr anSWf?r. 
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RESPONSE: 

A. Yes. 

B. The average weight per piece by rate category for Standard (A) mail can be 

computed using Billing Determinant data provided in LR-H-145. The average weight 

per piece by rate category for letter-shaped pieces is only available for the Automation 

Categories. Please see the response to ABA&EEl&NAPMIUSPS-T-25-27. 

Cl-E3. I do not know. Cost avoidances for Standard A categories are calculated for 

an average weight piece, not for specific weight increments within those rate 

categories. The discounts do not vary by weight, so such quantification is 

unnecessary. 
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MMAIUSPS-T29-9. 

Please refer to your responses to paragraphs (C) and (D) MMPJUSPS-T29-24, where 
you cannot confirm that the cost (mail processing and delivery) for two .9 ounce letters 
(one First-Class and one Standard Mail A) is more than the cost for one 1.8 ounce letter 
(First-Class). 

(A) Please confirm that the Postal Service does not know what co:sts more, two 
.9 ounce letters (one mailed at First-Class Basic Automation rates and one 
mailed at Standard Mail A Basic Automation rates) or one 1.8 ounce letter mailed 
at First-Class Basic Automation rates? 
(B) Please confirm that the Postal Service does not know what costs more, two 
.9 ounce letters (one mailed at First-Class 3-Digit Automation rates and one 
mailed at Standard Mail A 3-Digit Automation rates) or one 1.8 ounce letter 
mailed at First-Class 3-Digit Automation rates? 
(C) Please confirm that the Postal Service does not know what costs more, two 
.9 ounce letters (one mailed at First-Class 5-Digit Automation rates and one 
mailed at Standard Mail A 5-Digit Automation rates) or one 1.8 ounce letter 
mailed at First-Class Basic 5-Digit rates? 

RESPONSE: 

The Postal Service has provided detailed information to support the rate design for 

each subclass. The rate design does not require comparisons across class lines such 

as those requested in this question. Therefore, the Postal Service has not quantified 

costs in a manner which would allow for such distinct cost comparisons. 
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NAAIUSPS-T29-1. 

Please refer to Exhibit USPS-29C, page 3. 

(a.) Please confirm that “Regular” as used in this exhibit includes the Standard 
Regular and Standard ECR subclasses, but no non-profit subclasses. If you 
cannot confirm, please explain why not. 

(b.) Please explain why letters and non-letters are assumed to have the same unit 
transportation costs in this exhibit. 

(c.) Do the unit transportation costs for Enhanced Carrier Route (ECR) mail in this 
exhibit reflect the current overall level of dropshipping for all Standard A Regular 
mail? If not, what adjustment is made to the transportation costs to reflect a 
different level of dropshipping. 

(d.) Please provide separate unit transportation costs for the average ECR letter and 
the average ECR non-letter at current levels of dropshipping. 

(e.) Please provide separate unit transportation costs for the average ECR letter and 
the average ECR non-letter assuming no dropshipping. 

RESPONSE: 

a. Confirmed for the title heading to Exhibit USPS-29C; however, ECR subclass 

categories are identified in the row headings. 

b. The only unit costs on page 3 of Exhibit USPS-29C used in this docket are the 

entries in the cells with borders in the “Total” column for Automation 5-Digit 100% 

DBCS dropship letters and ECR Basic letters. These costs are used by witness Moeller 

to project the cost of ECR Basic letters migrating Automation 5-Digit in his workpaper 1, 

page 24. Using an average transportation cost is reasonable because it is expected 

that mailers of the migrating letters will continue to exhibit similar dropshipping 

practices; therefore, transportation costs for these pieces are not expected to differ 

substantially. The remaining figures reported in Exhibit USPS-29C page 3 are not used 

by any witness in this proceeding. 
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C. The unit transportation cost in Exhibit USPS-29C. page 3, is the average across 

all shapes and both subclasses and reflects an overall level of dropshipping. See 

response to NAAIUSPS-T29-l(b). 

d-e. Transportation unit costs by shape are not available nor are they needed for 

setting discounts in this docket. See PRC Opinion MC95-I, page IV-I 32, para. 4293. 
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NAAIUSPS-T29-2. 

Please refer to Exhibit USPS-29C, page 3. 

(a.) Please explain how you derived the mail processing cost of 3.0523 cents per 
piece for the “100% DBCS dropship like ECR” letters migrating to Automation S- 
Digit mail. 

(b.) Please explain how you derived the delivery costs of 3.316 cents per piece for 
the 100% DBCS dropship like ECR” letters migrating to Automation 5-Digit mail. 

RESPONSE: 

a. ?he mail processing costs 3.2863 cents for letters migrating from ECR Basic to 

Automation 5-Digit are derived from the model on pages 7 and 8 of Appendix I revised 

on 1011197. As presented on pages 7-8 of Appendix I, all 10,000 pieces are entered on 

DBCS. This yields a mail processing model cost of 2.4396 cents, and a total unit cost 

of 3.3404 cent;, after the model cost is multiplied by the proportional CRA adjustment 

factor of 1.0525, and the fixed CRA adjustment is added to this product. This mail 

processing unit cost is adjusted by subtracting 0.0541 cents, the difference in 

dropshipping costs of ECR Basic migrating letters (0.0901 cents) and total other letters 

(0.0360 cents), as reported on page 5 of Exhibit USPS-29D revised on 1011197. 

b. The delivery unit cost of 3.313 cents is a weighted average of the cost of 

delivering non-delivej point sequenced (DPS) letters (4.609 cents) and DPS letters 

(3.173 cents) from witness Hume’s testimony (Exhibit USPS-18B page Ei) using the 

DPS percentage of 90.25 percent as indicated in the mail flow on page 7 of Appendix I. 
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NAAlUSPS-T29-3. 

Please refer to Exhibit USPS-29D, page 3. Please confirm that the unit cost 
avoidances used in this exhibit represent total unit cost savings -- both transportation 
and non-transportation - associated with dropshipping. 

RESPONSE: 

Confirmed 
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RESPONSE OF U.S. POSTAL SERVICE WITNESS DANIEL TO 
INTERROGATORIES OF NEWSPAPER ASSOCIATION OF AMERICA 

NAAIUSPST29-4. 

Please refer to Exhibit USPS-29C, page 2. Please explain why the entire dropship 
savings -- both transportation and non-transportation cost savings -- are added to the 
ECR mail processing costs when computing the unit costs in this exhibit, rather than the 
non-transportation savings only. 

RESPONSE: 

Ideally, only non-transportation cost savings would have been added to ,the ECR mail 

processing costs. 
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RESPONSE OF U.S. POSTAL SERVICE WITNESS DANIEL TO 
INTERROGATORIES OF NEWSPAPER ASSOCIATION OF AMERICA 

NAAIUSPS-T29-5. 

Please refer to Exhibit USPS29C, page 3, footnote 5. Please confirm that ECR 
transportation costs total 0.1877 cents per piece. If you cannot confirm, please provide 
the correct number. 

RESPONSE: 

Confirmed 
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RESPONSE OF U.S. POSTAL SERVICE WITNESS DANIEL TO 
INTERROGATORIES OF NEWSPAPER ASSOCIATION OF AMERICA 

NAAIUSPS-T29-6. 

Please refer to Exhibit USPS-29C, page 3, footnote 5. Please confirm that Regular 
Other transportation costs total 0.9196 cents per piece. If you cannot confirm, please 
provide the correct numher. 

RESPONSE: 

Confirmed, assuming that “Regular Other” in the question refers to “Regular subclass”. 
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NAAIUSPS-T29-7. 

Please refer to Exhibit USPS29D, page 3. 

(a.) Please confirm that the average Standard ECR letter weighs 1.023 ounces. If 
you cannot confirm this weight, please provide the average weight of an ECR 
letter. 

(b.) Please confirm that the average Standard ECR non-letter weighs 3.138 ounces, 
If you cannot confirm this weight, please provide the average weight of an ECR 

non-letter. 
(c.) Assuming no dropshipment, would the average ECR non-letter have a unit 

transportation cost equal to 3.067 times the unit transportation cost of the 
average ECR letter. 

0) If no, please explain why transportation costs are not proportional to 
weight within ECR mail and describe how to compute the differensce in the unit 
transportation cost by shape. 

RESPONSE: 

a. According to the FY96 Billing Determinants (USPS LR-H-145)..the average 

Standard ECR letter weighs 1.023 ounces. 

b. According to the FY96 Billing Determinants (USPS LR-H-145), the average 

Standard ECR nonletter weighs 3.138 ounces. 

C. Transportation unit costs are outside the scope of my testimony; however, I 

understand that assuming no dropshipment, the average ECR nonletter would not have 

unit transportation costs equal to a multiple of 3.067, which represents the ratio of 

average weight of an ECR nonletter to the average weight of an ECR letter. This is 

because cubic foot miles, as opposed to weight, are the driver of highway 

transportation costs. 
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NAAIUSPS-T29-8. Please refer to Exhibit USPS-2gC, page 2. 

(a.) Please explain why the mail processing costs for Standard Regular Other (non- 
ECR) mail have not been adjusted to reflect zero percent dropshipping. 

(b.) Do the cost differences between letters and nonletters for Standard Regular 
Other mail in this exhibit include the cost difference arising from differences in 
the level of dropshipping? If no, what adjustment was made to remove the 
differences in the level of dropshipping between letters and non-letters. 

RESPONSE: 

a. Different methodologies were used between the two subclasses. For the 

Regular subclass, the mail flow model methodology used is not affected by differing 

levels of dropshipping. The CR4-based methodology in ECR, however, relies on cost 

data which include the effects of different levels of dropshipping, thereby making an 

adjustment appropriate. 

b. The costs for Standard Regular do not include cost differences arising from 

different levels of dropshipping; therefore, no adjustment was needed. 
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INTERROGATORY OF NEWSPAPER ASSOCIATION OF AMERICA 

NAAJUSPS-T29-9. 

Please refer to your response to NAAIUSPS-T29-4. You state Ideally, on& non- 
transportation cost savings would have been added to the ECR mail processing costs.” 

a. Please explain why both transportation and non-transportation costs 
savings were added to the ECR mail processing costs instead of adding only 
non-transportation costs. 
b. Please provide a copy of Exhibit USPS-29C, page 2 with only non- 
transportation costs added to ECR mail processing costs. If you cannot provide 
this revised exhibit, please explain why not. 

RESPONSE: 

a-b. Transportat,ion costs should not have been added for this purpose. A 

corrected page 2 to Exhibit USPS-29C will be filed in conjunction with other changes. 
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REDIRECTED FROM WITNESS MODEN 

NAAKJSPS-T4-6. Please refer to your direct testimony at page 8, lines 19-23 
What is the Postal Service’s unit cost of barcoding a non-barcoded ECR basic 
letter? 

RESPONSE: 

The model cost of barcoding a letter can vary between 0.7107 cent if a MLOCR 

can successfully barcode the letter to 3.538 cents if the letter also requires 

RBCS and LMLM processing to successfully barcode the letter (0.7107 cent for 

MLOCR, 1.7525 cents for RBCS, 0.7187 cent for LMLM, and 0.3561 cent for 

BCS-OSS). However, these costs should not be confused with the total mail 

processing costs of processing a barcoded ECR basic letter. 
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MYSTIC COLOR LAB, AND SEATTLE FILMWORKS, INC. (NDMS) 

NDMSIUSPS-T29-1. Please refer to USPS witness Frank’s revised reply to 
NDMSIUSPS-T32-1, in which Fronk describes you as “the analyst with principal 
responsibility for the library reference [H-l 121.” 
a. Did you prepare, or participate in any way in the preparation of, LR-H-112. 
b. Unless your answer to preceding subpart (a) is an unqualified negative, please 

describe in detail your role in preparing the study contained in LR-H-112. Please 
explain you role as “the analyst with principal responsibility for the library 
reference.” 

C. Does your testimony, USPS-T-29, reference or rely on LR-H-112 in any way. If 
so, please explain. 

RESPONSE 

a. Yes, among others. 

b. I was the analyst tasked to update the R90-1 nonstandard surcharge library 

reference. I reviewed the methodology of that study and modified it to use the 

information of cost by shape presented in LR-H-106. I continued to use the mix of 

shapes that was used in Docket No. R90-1. I requested the production of mail tlow cost 

models of manual letter mail processing. I considered including the extra cost of 

delivering nonstandard pieces, but did not because of time constraints and because the 

surcharge was already much larger. I shared the results with witness Fronk. I 

requested assistance in writing the text and presenting the results of the library 

reference. Finally, I reviewed the written draft of the library reference and arranged for 

copies of the library reference to be made and included in the filing. 

C. No. 
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MYSTIC COLOR LAB, AND SEATTLE FILMWORKS, INC. (NDMS) 

NDMSIUSPS-T29-2. 
a. Prior to preparing the updated study contained in LR-H-112, were you or any of 

the other authors of the study aware that the Commission described the original 
version of the same study as ‘distorted by the inability to exclude costs 
pertaining to first-class mail over one ounce which is not being subject to a 
surcharge?” (Opinion and Recommended Decision, Docket No. MC73-1, note 1, 
pp. 25-26.) 

b. If you or any of the other authors of the study were aware of the Commission’s 
criticisms, please describe all concepts that were considered to take the 
Commission’s position into account, and explain why each was rejected. 

RESPONSE 

a-b. I did not read, nor was I aware of, the cited passage from Docket No. MC73-1 

prior to working on LR-H-112; however, I would note that the Commission was satisfied 

with the Nonstandard Surcharge Library Reference presented in Docket No. R90-1 

upon which the analysis in this docket is based. In its Opinion and Recommended 

Decision, the Commission noted: 

It is satisfying to observe that in this case the Service has provided solid 
information on the comparative costs of standard and nonstandard First-Class 
pieces. We note also that, while the finding of 11 cents additional cost 
adequately anticipates the automated processing environment expected in the 
test year, the lo-cent surcharge balances the goals of recovering the 
corresponding cost while not reflecting the over-optimistic view of cost savings 
from post-test-year ABC sequencing. We find that the lo-cent surcharge will 
also continue to encourage use of standardized mail pieces, consistent with the 
Service’s automation and related productivity goals. 

PRC Op. R90-1, Vol. 1 at V-15 [para. 50351. 
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NDMSIUSPS-T29-3. Does the Postal Service have a mail flow model (or models) for 
estimating the cost of processing Standard A parcels, similar to the models used to 
estimate the mail processing cost for Standard A letters and flats? 
a. If so, please provide a copy or reference to where all such models can be found, 

along with current data on unit costs. 
b. If not, please explain why, under the circumstances of this case and the 

proposed surcharge, the Postal Service has not developed such a model. 

RESPONSE 

No. 

a. N/A 

b. Please see witness Crum’s response to NDMSIUSPS-T28-19. 
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NFNIUSPS-T29-1 

What were the amounts and proportions of modelled and non-modelled costs for 
a. bulk rate commercial carrier route (and ECR afler MC95-l), and 
b. the “other” rate category in Standard A commercial (BRR) and for both nonprofit 
carrier route and “nonprofit.other” in the following periods or cas.es (rate regimes): 

(i) MC95-1 for commercial third class Before Rates and Standard (A) Afler Rates 
(BRR); substitute ECR for CR afler MC95-1 
(ii) MC96-2 for nonprofit; and 
(iii) in R97-1 the proportional and fixed parts of non-modelled costs for these four rate 
categories (commercial CR and other and nonprofit CR and, other, all within Standard 

(A)). 

RESPONSE: 

a. The costs for bulk rate commercial carrier route (and ECR after Docket No. 

MC95-1) rate categories were not developed using modelled and non-modelled costs 

in any of the above mentioned dockets, BRR Carrier Route was, and ECR is, 

developed using a strictly CRA based analysis. 

b. I assume that “non-modelled” costs refers to the difference in the Standard A 

letter mail processing modeled cost and the Standard Mail A letter mail processing 

CRA costs, to which I as the CRA adjustment in my testimony in this docket. 

In Docket Nos. MC95-1 and MC96-2, a “non-modelled cost factor,” or the ratio 

of modeled Standard A letter mail processing costs to total CRA Standard A letter mail 

processing costs for non-carrier route categories, was applied 100 percent 

proportionately to modeled costs. Data did not exist in a way to allow the identification 

of “modeled” CRA costs, i.e., those that are expected to vary with worksharing, and 

‘nonmodeled” CRA costs, i.e., those that are not expected to vary with worksharing. 

The term “non-modelled” costs may be a bit misleading in this docket, since a 

reconciliation~factor is used to adjust the costs from the mailflow models to comparable 

pools of “modeled” C&4 costs, CRA cost pools that were not modeled and are not 
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expected to vary with worksharing are distributed to the modeled costs as a fixed 

constant. 

With this in mind, 

0). Standard A commercial (BRR): The modeled costs were 63 percent of the total 

CRA mail processing costs in Docket No. MC951. All of the remaining 37 percent 

“non-modeled” costs were distributed in proportion to modeled costs in Docket No. 

MC951. 

(ii) Standard A Nonprofit: The modeled costs were 90 percent of the total CRA mail 

processing costs in Docket No. MC96-2. All of the remaining 10 percent “non- 

modeled” costs were distributed in proportion to model costs in Docket No. MC96-2. 

(iii) Standard A Regular: The modeled cost are 81.2 percent of the total CRA mail 

processing cost for Standard A Regular letters in Docket No. R97-1. The ratio of 

mailflow modeled costs (4.3182 cents) to comparable CRA costs which are expected to 

vary with work sharing (4.5452 cents) is 95 percent, The remaining 0.7728 cent, or 

14.5 percent of the total CRA costs, which was not modelled and is not expected to 

vary with worksharing, is distributed to the modeled costs in constant, or fixed, 

amounts. 

Standard A Nonprofit: The modeled cost are 109 percent of the total CRA mail 

processing cost for Standard A Nonprofit letters in R97-1. The ratio of mailflow 

modeled costs (5.0487 cents) to comparable CRA costs that are expected to vary with 

work sharing (4.0980 cents) is 81 percent. The remaining 0.5340 cent, or 11.5 percent 

of the total CRA costs, which was not modelled and is not expected to vary with 

worksharing, is distributed to the modeled costs in constant, or fixed, amounts. 

“Modelled” and ‘nonmodelled” costs do not apply to Standard A ECR and Nonprofit 
ECR. See response to NFNIUSPS-T29-l(a). 
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NFNIUSPS-T29-2 

a. Please confirm~that in your Mail Processing Proportional and Fixed Analysis, 
USPS-29B, p.2 of 2, you use the following figures: ,746, .002, ,013. ,041 (see part 
PI). 
b. Also confirm that in Lib. Reference H-106 worksheet “Lett.pgbf’ in the column 
labelled “Third Class Nonprofit Other,” you use the figures: ,734, .002, ,013 ,040. 
The entire 46 element vectors for USPS 298 and LR H-106 lett.pgbg are given as 
Attachment 1 to this question. 

i: 
Which set of figures is correct? 
Where in your workpapers or Library Reference is the exact source of the 

proportional and fixed figures in used [sic] in USPS-29B? 

RESPONSE: 

a. The figures on USPS-29B, p.2 of 2, were revised on 1011197 to match those 

reported in LR-H-108 and cited in part b of this interrogatory. 

b. Confirmed. 

C. USPS LR-H-106 is correct, An error was made in Exhibit USPS-29B and a 

correction to that exhibit will be filed in conjunction with, other changes, 

d. The citation in subpart b is correct. 
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INTERROGATORIES OF NATIONAL FEDERATION OF NONPROFITS 

NFNIUSPS-T29-3 

a. Please confirm that your analysis extending the work of witnesses Smith and 
Takis in MC951 attempts to obtain more realistic results on the analysis of 
“nonmodelled costs.” 
b. Please confirm that you posit that part of nonmodelled cost is directly 
proportional to modelled costs and that you use witness Degen’s analysis of MODS- 
based cost pools to estimate this. 
C. Please also confirm that the final part of non modelled cost is simply a per piece 
charge (or cost) not proportional to modelled cost. 
d. Please confirm that some of the costs not related to worksharing or otherwise 
arguable proportional to modelled cost are cost incurred in moving containers in BMC’s. 

RESPONSE: 

a. The separation of nonmodelled costs into proportional and fixed components 

better reflects costs avoided due to worksharing-related activities. 

b. I apply the ratio of modeled cost to a subset of witness Degen’s MODS cost 

pools proportionately to modeled cost. 

C. Cost pools that are not expected to vary with prebarcoding or presorting and are 

therefore not modeled are added as a fixed per piece cost to the modeled cost. 

d. Confirmed. 
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NFNIUSPST294 

Please consider the following hypothetical. 
On one day a subclass of mail is transported across the workroom floor in a 

BMC in an Eastern Regional Mail Container (ERMC) as part of a total 3000 pieces. 
On another day another piece of this subclass is transported for the 15 minutes 

required in the same ERMC but there is more mail that day, 60,000 pieces. 
Please confirm that postal workers cost the USPS $24.445 per hour in the Test 

Year (USPS-T-29, Appendix Ill, p.3 of 434). 
Please confirm that the calculated cost per piece under the wage rate and 

volumes mentioned approximate 2 mills in the first case and 0.1 mill per piece in the 
second case. 

Would you say that these pieces impose roughly a constant charge or cost per 
piece on the USPS? 

RESPONSE: 

The average wage rate of $24.445 per hour in the Test Year is confirmed. The 

calculated cost per piece under the wage rate and volumes mentioned and assuming 

15 minutes in both cases is confirmed. Since it costs more per piece to move a 

container with only 3,000 pieces than 60,000 pieces, all else equal, I would not agree 

that the pieces in this example impose a constant, or equal, cost per piece on the 

USPS, This example illustrates that it is appropriate to designate the MODS cost pools 

associated with container handlings at BMCs as fixed since it has nothing to do with the 

worksharing categories of prebarcoding or presorting in my models. 
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OCAIUSPS-T29-1. Please refer to USPS29C. Please provide citations to page and 
line number for each of the footnotes in that exhibit. If you are referring to a 
spreadsheet, please provide the sheet name, row and column. 

RESPONSE: 

USPS99C Page 1 of 6 First-Class Unit Cost Estimates 

Mail Processino Costs 
Letters 
Single Piece USPS LR-H-106 Page h-5, file name “CSTSHAPE.XLS” 

worksheet name “TY Lett Pgbk” Cell Reference “C59” 
Bulk Metered USPS LR-H-106 Page II-lo, file name “CSTSHAPE.XLS” 

worksheet name “METER” Cell Reference “K60” 
Presort USPS-T-25 Exhibit USPS-25A page 1 of 3, file name “1C 

Pricing” worksheet name “Exhibit A 1” cell reference “F8” 
Automation, Basic USPS-T-25 Exhibit USPS-25A page 1 of 3, file name “1C 

Pricing” worksheet name “Exhibit A 1” cell reference “F9” 
Automation, 3-Digit USPS-T-25 Exhibit USPS-25A page 1 of 3, file name “1C 

Pricing” worksheet name “Exhibit A 1” cell reference “FIO” 
Automation, 5Digit USPS-T-25 Exhibit USPS25A page 1 of 3, file name “1C 

Pricing” worksheet name “Exhibit A 1” cell reference “Fll” 
Automation, Carrier Route USPS-T-25 Exhibit USPS-25A page 1 of 3, file name “IC 

Pricing” worksheet name “Exhibit A 1” cell reference “F13” 
Cards 
Single Piece USPS LR-H-106 Page 11-9, file name “CSTSHAPE.XLS” 

worksheet name ‘FCM Cards” Cell Reference “W38” 
Presort USPS-T-25 Exhibit USPS-25A page 1 of 3, file name “1C 

Pricing” worksheet name “Exhibit A 1” cell reference “F20” 
Automation, Basic USPS-T-25 Exhibit USPS-25A page 1 of 3, file name “1C 

Pricing” worksheet name “Exhibit A 1” cell reference “F21” 
Automation, 3-Digit USPS-T-25 Exhibit USPS25A page 1 of 3, file name ‘1C 

Pricing” worksheet name “Exhibit A 1” cell reference “F22” 
Automation, 5-Digit USPS-T-25 Exhibit USPS-25A page 1 of 3, file name ‘1C 

Pricing” worksheet name “Exhibit A 1” cell reference “F23” 
Automation, Carrier Route USPS-T-25 Exhibit USPS25A page 1 of 3, file name ‘1C 

Pricing” worksheet name “Exhibit A 1” cell reference “F25 

Flats and Parcels 
Single Piece The formula for caluclating this weighted average uses the 

cost from USPS LR-H-106 Page 111-5, file name 
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Presort 

Automation, Basic 

Automation, 3/5-Digit 

‘CSTSHAPE. XLS” worksheet name “Ty Flats Pgbk” Cell 
Reference ‘C59” times the volume in cell “C62” plus the cost 
from Page IV-5, worksheet name’lY Parcel Pgbk” cell “C59” 
times the volume in cell “C62.” 
USPS-T-26 page 5 Table Ill-l First-Class Flats Volume 
Variable Mail Processing Costs line 3 
USPS-T-26 page 5 Table Ill-l First-Class Flats Volume 
Variable Mail Processing Costs line 1 
USPS-T-26 page 5 Table Ill-l First-Class Flats Volume 
Variable Mail Processing Costs line 2 

Delivery Costs (some number are slightly different - a corrected page will be filed) 
Letters 
Single Piece USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR. WK3” worksheet name “0” Cell Reference “112” 
Bulk Metered USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WKb worksheet name “0” Cell Reference “116” 
Presort USPS-T-l 8 Exhibit USPS-l 8A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “116” 
Automation, Basic USP,S-T-18 Exhibit USPS18A page 6 of6 filename 

‘DISAGRR.WK3” worksheet name “0” Cell Reference “12i” 
Automation, 3-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “127” 
Automation, 5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WKb worksheet name “0” Cell Reference “131” 
Automation, Carrier Route USPS-T-l 8 Exhibit USPS-l 8A page 6 of 6 filename 

“DISAGRR.WKb worksheet name “0” Cell Reference “135” 
Cards 
Single Piece USPS-T-l 8 Exhibit USPS-l 8A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name “0” Cell Reference “114 
Presort USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WKb worksheet name “0” Cell Reference “118 
Automation, Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WKd worksheet name “0” Cell Reference “125” 
Automation, 3-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name “0” Cell Reference ‘129” 
Automation, 5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAG.RR.WKb worksheet name “0” Cell Reference ‘I33 
Automation, Carrier Route USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WKd worksheet name “0” Cell Reference ‘137 
flats and Parcels 
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Single Piece 

Presort 

Automation, Basic 

Automation, 3/5-Digit 

USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
‘DISAGRR.WK3” worksheet name “0” Cell Reference “112” 
USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
‘DISAGRR.WK3” worksheet name ‘0” Cell Reference ‘123” 
USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
‘DISAGRR.WK3” worksheet name ‘0” Cell Reference “123” 
USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
“DISAGRR.WK3” worksheet name ‘0” Cell Reference ‘123” 

USPS29C Page 2 of 6 Standard Regular 8 ECR Unit Cost Estimates (for 
discounts) 
Mail Processinq Costs 
Letters Regular 
Basic USPS-T-29 Exhibit USPS-29A page 1 of 1 filename 

“APPl-RR.XLS” worksheet name “Summary” Cell Reference “115” 
3/5-Digit USPS-T-29 Exhibit USPS-29A page 1 of 1 filename 

“APPl-RR.XLS” worksheet name “Summary” Cell Reference “120” 
Automation Basic USPS-T-29 Exhibit USPSZ9A page 1 of 1 filename 

“APPl-RR.XLS” worksheet name “Summary” Cell Reference “16” 
Automation 3-Digit USPS-T-29 Exhibit USPS29A page 1 of 1 filename 

“APPl-RRXLS” worksheet name “Summary” Cell Reference .“lB” 
Automation 5-Digit USPS-T-29 Exhibit USPS29A page 1 of 1 filename 

“APPl-RR.XLS” worksheet name “Summary” Cell Reference “110” 

Letters Enhanced Carrier Route 
Automation Basic Formula using figures from Exhibit USPS-29C worksheet and cell 

‘STANDARD RR MIG’!HlB plus Exhibit USPS-29D filename 
“USPS2QD.XLS” worksheet and cell “RR ECR Drpshp Adj’!G17” 

Basic Formula using figures from Exhibit USPS-29C worksheet and cell 
‘STANDARD RR MIG’!HlS plus Exhibit USPS-29D filename 
‘USPS29D.XLS” worksheet and cell “RR ECR Drpshp Adj’!G17” 

High Density Formula using figures from Exhibit USPS29C worksheet and cell 
‘STANDARD RR MIG’!H20 plus Exhibit USPS29D filename 
‘USPS29D.XLS” worksheet and cell “RR ECR Drpshp Adj’!Gl8” 

Saturation Formula using figures from Exhibit USPSZ9C worksheet and cell 
‘STANDARD RR MIG’!H21 plus Exhibit USPS-29D filename 
‘USPS29D.XLS” worksheet and cell “RR ECR Drpshp Adj’!GlB” 
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Flats or Nonletters Regular 
Basic USPS-T-26 Page 8 Table III4 Standard Mail (A) Regular Flats 

Unit Volume Variable Mail Processing Costs Row 7 
3/5-Digit USPS-T-26 Page 8 Table Ill-4 Standard Mail (A) Regular Flats 

Unit Volume Variable Mail Processing Costs Row 8 
Automation Basic USPS-T-26 Page 8 Table III4 Standard Mail (A) Regular Flats 

Unit Volume Variable Mail Processing Costs Row 5 
Automation 3/5-Digit USPS-T-26 Page 8 Table III4 Standard Mail (A) Regular Flats 

Unit Volume Variable Mail Processing Costs Row 6 

Flats or Nonletters Enhanced Carder Route 
Basic Formula using figures from Exhibit USPS-29C worksheet and cell 

‘STANDARD RR MiG’!H34 plus Exhibit USPS-29D filename 
“USPS29D.XLS” worksheet and cell “RR ECR Drpshp Adj’!G29” 

High Density Formula using figures from Exhibit USPS-29C worksheet and cell 
‘STANDARD RR MIG’!H35 plus Exhibit USPS-29D filename 
“USPS29D.XLS” worksheet and cell “RR ECR Drpshp Adj’!G30” 

Saturation Formula using figures from Exhibit USPS-29C worksheet and cell 
‘STANDARD RR MIG’!H36 plus Exhibit USPS-29D filename 
“USPS29D.XLS” worksheet and cell “RR ECR Drpshp Adj’!G30” 

Delivew (some numbers are slightly different - a corrected page will be filed) 
Letters Regular 
Basic 

3/5-Digit 

Automation Basic 

Automation 3-Digit 

Automation 5-Digit 

USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
“DISAGRR.WK3” worksheet name “0” Cell Reference “195” 
USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
“DISAGRR.WK3” worksheet name “0” Cell Reference “197” 
USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
“DISAGRR.WK3” worksheet name “0” Cell Reference ‘169” 
USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
“DISAGRR.WK3” worksheet name ‘0” Cell Reference “173” 
USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
‘DISAGRR.WKY worksheet name “0” Cell Reference ‘177” 

Letters Enhanced Carrier Route 
Automation Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name ‘0” Cell Reference “179” 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name “0” Cell Reference “182” 
High Density USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name ‘0” Cell Reference “186 
Saturation USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
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‘DISAGRR.WKb worksheet name ‘0” Cell Reference “190” 

Flats or Nonletters Regular 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference ‘199” 
3/5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WKb worksheet name “0” Cell Reference ‘199” 
Automation Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference ‘170” 
Automation 3/5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “175” 

Flats or Nonletters Enhanced Camw Route 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “184” 
High Density USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference ‘188” 
Saturation USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “192” 

USPS-29C Page 3 of 6 Standard Regular 8 ECR Unit Cost Estimates (for 
Migrating Mail) 
Mail Processino Costs 
Letters Regular 
Automation Basic USPS-T-29 Exhibit USPS-29A page 1 of 1 filename 

“APPl-RR.XLS” worksheet name “Summary” Cell Reference “I6 
Automation 3-Digit USPS-T-29 Exhibit USPSZ9A page 1 of 1 filename 

‘APPl-RR.XLS” worksheet name “Summary” Cell Reference “18” 
Automation 5.Digit USPS-T-29 Exhibit USPS-29A page 1 of 1 filename 

“APPl-RR.XLS” worksheet name “Summary” Cell Reference “Ilo” 
100% oscs droprhip Iike ECR Total mail processing model costs from USPS-T-29 Appendix I 

page 7 (3.372) minus the figure in Exhibit USPS-29D file name 
‘USPS29D.XLS” worksheet and cell “RR Migration’!G20.” 

Basic USPS-T-29 Exhibit USPSdBA page 1 of 1 filename 
‘APPl-RR.XLS” worksheet name “Summary” Cell Reference ‘115” 

3/5-Digit USPS-T-29 Exhibit USPS-29A page 1 of 1 filename 
‘APPI-RR.XLS” worksheet name “Summary” Cell Reference “120 

Letters Enhanced Canier Route 
Automation Basic Exhibit USPS-29D filename ‘USPS29D.XLS” worksheet and cell 

“RR ECR N’!M7” 
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Basic 

High Density 

Saturation 

Exhibit USPS-29D filename “USPS29D.XLS” worksheet and cell 
“RR ECR TY’!MB” 
Exhibit USPS-29D filename “USPS29D.XLS” worksheet and cell 
“RR ECR TY’!MS” 
Exhibit USPS-29D filename ‘USPS29D.XLS” worksheet and cell 
“RR ECR TY’!MlO 

Flats or Nonletters Regular 
Automation Basic USPS-T-26 Page 8 Table Ill-4 Standard Mail (A) Regular Flats 

Unit Volume Variable Mail Processing Costs Row 1 
Automation 3/5-Digit USPS-T-26 Page 8 Table Ill-4 Standard Mail (A) Regular Flats 

Unit Volume Variable Mail Processing Costs Row 2 
Basic USPS-T-26 Page 8 Table Ill-4 Standard Mail (A) Regular Flats 

Unit Volume Variable Mail Processing Costs Row 3 
3/5-Digit USPS-T-26 Page 8 Table Ill-4 Standard Mail (A) Regular Flats 

Unit Volume Variable Mail Processing Costs Row 4 

Flats or Nonletters Enhanced Carrier Route 
Basic Exhibit USPS-29D filename “USPS29D.XLS” worksheet and cell 

“RR ECR lY’!M12” 
High Density Exhibit USPS-29D filename “USPS?SD.XLS” worksheet and cell 

“RR ECR l-Y’!M13” 
Saturation Exhibit USPS-29D filename “USPS29D.XLS” worksheet and cell 

“RR ECR lY!M14” 

Delivery (some numbers are slightly different - a corrected page will be filed) 
Letters Regular 
Automation Basic 

Automation 3-Digit 

Automation 5-Digit 

USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
‘DISAGRR.WKb worksheet name ‘0” Cell Reference “169 
USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
‘DISAGRR.WK3” worksheet name “0” Cell Reference “173 
USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
‘DISAGRR.WKb worksheet name ‘0” Cell Reference “177 

IOOX OBCS dmpship Iike ECR USPS-T-29 Appendix I page 7 filename “APPI-RR.XLS” 
worksheet name “Automation 5-Digit 100% DBCS Costs” cell 
reference ‘C53 

Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
‘DlSAGRR.WKS worksheet name ‘0” Cell Reference “195 

3/5-Digit USPS-T-l 8 Exhibit USPS-l 8A page 6 of 6 filename 
‘DISAGRR.WK3” worksheet name ‘0” Cell Referen- 787 
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Letten Enhanced Gamer Route 
Automation Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name “0” Cell Reference ‘179” 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WKb worksheet name “0” Cell Reference “182” 
High Density USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name “0” Cell Reference ‘186” 
Saturation USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “190” 

Flats or Nonletters Regular 
Automation Basic USPS-T-l 8 Exhibit USPS-l 8A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “170” 
Automation 3/5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name ‘0” Cell Reference “175” 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “199” 
3/5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “199” 

Flats or Nonletters Enhanced Catier Route 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “184” 
High Density USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “188” 
Saturation USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference ‘192” 

Transportation The figures in footnote 5 are from USPS-29C Page 6 of 6 filename 
“USPS29C.XLS” worksheet ‘Other” cell reference “Llo” times 100 
plus “Ll 1” times 100 divided by the sum of cell reference “ElO” and 
“El I” 

The figures in footnote 6 are from USPS-29C Page 6 of 6 filename 
‘USPS29CXLs” worksheet “Other” cell reference ‘Ml0” times 100 
plus ‘Ml 1” times 100 divided by the sum of cell reference ‘Elo” 
and “Eli” 
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USPS-29C Page 4 of 6 Standard Nonprofit 8 NPECR Unit Cost Estimates (for 
discounts) 
Mail Processino Costs 
Letters Nonprofit 
Basic USPS-T-29 Exhibit USPS-2QB page 1 of 1 filename 

‘APIll-NP.XLS” worksheet name “Summary” Cell Reference “115 
3/5-Digit USPS-T-29 Exhibit USPS-2QB page 1 of 1 filename 

“APIII~NP.XLS” worksheet name “Summary” Cell Reference “120” 
Automation Basic USPS-T-29 Exhibit USPSZQB page 1 of 1 filename 

‘APIll-NP.XLS” worksheet name “Summary” Cell Reference “16” 
Automation 3-Digit USPS-T-29 Exhibit USPS-2QB page 1 of 1 filename 

‘APIll-NP.XLS” worksheet name “Summary” Cell Reference “18” 
Automation 5Digit USPS-T-29 Exhibit USPS-2QB page 1 of 1 filename 

“APIll-NP.XLS” worksheet name “Summary” Cell Reference “IIO” 

Leffers NP Enhanced Camw Route 
Automation Basic Formula using figures from Exhibit USPS-2QC worksheet and cell 

‘STANDARD NP MIG’!H18 plus Exhibit USPS-2QD filename 
“USPS2QD.XLS” worksheet and cell “NP ECR Drpshp Adj’!G17” 

Basic Formula using figures from Exhibit USPS-2QC worksheet and cell 
‘STANDARD NP MIG’!HlQ plus.Exhibit USPSZQD filename 
“USPS2QD.XLS” worksheet and cell “NP ECR Drpshp Adj’!G17”’ 

High Density Formula using figures from Exhibit USPS-2QC worksheet and cell 
‘STANDARD NP MIG’!H20 plus Exhibit USPS-2QD filename 
“USPS2QD.XLS” worksheet and cell “NP ECR Drpshp Adj’!G16” 

Saturation Formula using figures from Exhibit USPS-2QC worksheet and cell 
‘STANDARD NP MIG’!H21 plus Exhibit USPS-2QD filename 
“USPS2QD.XLS” worksheet and cell “NP ECR Drpshp Adj’!G16” 

Flats or Nonletters Nonprofit 
Basic USPS-T-26 Page 9 Table Ill-5 Standard Mail (A) Nonprofit Flats 

Unit Volume Variable Mail Processing Costs Row 7 
3/5-Digit USPS-T-26 Page 9 Table Ill-5 Standard Mail (A) Nonprofit Flats 

Unit Volume Variable Mail Processing Costs Row 8 
Automation Basic USPS-T-26 Page 9 Table Ill-5 Standard Mail (A) Nonprofit Flats 

Unit Volume Variable Mail Processing Costs Row 5 
Automation 3/5-Digit USPS-T-26 Page 9 Table III-5 Standard Mail (A) Nonprofit Flats 

Unit Volume Variable Mail Processing Costs Rdw 6 

Flats or Nonletters NP Enhanced Carrier Route 
Basic Formula using figures from Exhibit USPS-29C worksheet and cell, 

‘STANDARD NP MIG’!H34 plus Exhibit USPS-2QD filename 
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High Density 

Saturation 

‘USPS29D.XLS” worksheet and cell “NP ECR Drpshp Adj’!G29” 
Formula using figures from Exhibit USPS-29C worksheet and cell 
‘STANDARD NP MIG’!H35 plus Exhibit USPSZQD filename 
‘USPS29D.XLS” worksheet and cell ‘NP ECR Drpshp Adj’!G30” 
Formula using figures from Exhibit USPS-29C worksheet and cell 
‘STANDARD NP MIG’!H36 plus Exhibit USPS-29D filename 
‘USPS29D.XLS” worksheet and cell “NP ECR Drpshp Adj’!G30” 

Delivery (some numbers are slightly different - a corrected page will be filed) 
Letters Nonprofit 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGNP.WK3” worksheet name “I” Cell Reference “138” 
3/5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGNP.WK3” worksheet name “I” Cell Reference “140” 
Automation Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGNP.WK3” worksheet name “I” Cell Reference “112” 
Automation 3-Digit USPS-T-l 8 Exhibit USPS-18A page 6 of 6 filename 

“DISAGNP.WK3” worksheet name “I” Cell Reference ‘116” 
Automation 5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGNP.WK3” worksheet name “I” Cell Reference “120” 

Letters Nonprofit Enhanced Carrier Route 
Automation Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGNP.WK3” worksheet name “I” Cell Reference “122” 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGNP.WK3” worksheet name “I” Cell Reference “125” 
High Density USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGNP.WK3” worksheet name “I” Cell Reference ‘129” 
Saturation USPS-T-18 Exhibit USPS18A page 6 of 6 filename 

‘DISAGNP.WK3” worksheet name “I” Cell Reference “133” 

Flats or Nonletters Nonprofit 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGNP.WK3” worksheet name “I” Cell Reference “142” 
3/5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGNP.WK3” worksheet name ‘I” Cell Reference “142” 
Automation Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGNP.WKb worksheet name “I” Cell Reference “114” 
Automation 3/5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGNP.WK3” worksheet name “I” Cell Reference “118” 
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Flats or Nonletters NP Enhanced Carrier Route 
Basic USPS-T-l 8 Exhibit USPS-18A page 6 of 6 filename 

“DISAGNP.WK3” worksheet name “I” Cell Reference ‘127” 
High Density USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGNP.WK3” worksheet name “I” Cell Reference ‘131” 
Saturation USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGNP.WK3” worksheet name “I” Cell Reference “135” 

USPS-29C Page 5 of 6 Standard Nonprofit 8 NPECR Unit Cost Estimates (for 
Migrating Mail) 
Mail Processing Costs 
Leffers Nonprofit 
Basic USPS-T-29 Exhibit USPS-29B page 1 of 1 filename 

“APPl-NP.XLS” worksheet name “Summary” Cell Reference “115” 
3/5-Digit USPS-T-29 Exhibit USPS-29B page 1 of 1 filename 

“APPl-NP.XLS” worksheet name “Summary” Cell Reference “120” 
Automation Basic USPS-T-29 Exhibit USPS-29B page 1 of 1 filename 

“APPI-NP.XLS” worksheet name ‘Summary” Cell Reference “16” 
Automation 3-Digit USPS-T-29 Exhibit USPS-29B page 1 of 1 filename 

‘APPl-NP.XLS” worksheet name “Summary” Cell Reference “18” 
Automation 5-Digit USPS-T-29~ Exhibit USPS-29B page 1 of 1 filename 

“APPl-NP.XLS” worksheet name “Summary” Cell Reference “110” 
100% oscs dropship iike NPECR Total mail processing model costs from USPS-T-29 Appendix Ill 

page 7 (2.61) minus the figure in Exhibit USPS-2SD file name 
“USPS29D.XLS” worksheet and cell “NP Migration’!G20.” 

Letters NP Enhanced Carrier Route 
Automation Basic Exhibit USPS-29D filename ‘USPS29D.XLS” worksheet and cell 

‘NP ECR TY’!M7” 
Basic Exhibit USPS-29D filename ‘USPSZQD.XLS” worksheet and cell 

‘NP ECR TY’!MB” 
High Density Exhibit USPS-29D filename ‘USPSZQD.XLS” worksheet and cell 

‘NP ECR TY’!MS 
Saturation Exhibit USPS-29D filename ‘USPS29D.XLS” worksheet and cell 

‘NP ECR TY’IMlO 

Flats or Nonletters Nonprofit 
Automation Basic USPS-T-26 Page 9 Table Ill-5 Standard Mail (A) Nonprofit Flats 

Unit Volume Variable Mail Processing Costs Row 1 
Automation 3/5-Digit USPS-T-26 Page 9 Table Ill-5 Standard Mail (A) Nonprofit Flats 

Unit Volume Variable Mail Processing Costs Row 2 
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Basic 

3/5-Digit 

USPS-T-26 Page 9 Table III-5 Standard Mail (A) Nonprofit Flats 
Unit Volume Variable Mail Processing Costs Row 3 
USPS-T-26 Page 9 Table Ill-5 Standard Mail (A) Noprofit Flats 
Unit Volume Variable Mail Processing Costs Row 4 

Flats or Nonletters NP Enhanced Carrier Route 
Basic Exhibit USPS-29D filename ‘USPS29D.XLS” worksheet and cell 

‘NP ECR TY’!M12” 
High Density Exhibit USPS-29D filename “USPS29D.XLS” worksheet and cell 

‘NP ECR TY’!M13” 
Saturation Exhibit USPS-2gD filename “USPS29D.XLS” worksheet and cell 

‘NP ECR TY’!M14” 

Delivew (some numbers are slightly different - a corrected page will be filed) 
Letters Nonprofit 
Basic USPS-T-1 8 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “195” 
3/5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “197” 
Automation Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “169” 
Automation 3-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name “0” Cell Reference “173” 
Automation 5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “177” 
IDD% DBCS dropship Iike ECR USPS-T-29 Appendix Ill page 7 filename “APIll-NP.XLS” 

worksheet name “Automation 5-Digit 100% DBCS Costs” cell 
reference “C53” 

Letfers NP Enhanced Carrier Route 
Automation Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name ‘0” Cell Reference ‘I79 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name ‘0” Cell Reference “182” 
High Density USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WKY worksheet name “0” Cell Reference “186” 
Saturation USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name “0” Cell Reference ‘190” 

Flats or Nonletters Nonprofit 
Basic USPS-T-18 Exhibit USPS-ISA page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name “0” Cell Reference ‘199” 
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3/5-Digit USPS-T-18 Exhibit USPS18A page 6 of 6 filename 
‘DISAGRR.WK3” worksheet name “0” Cell Reference ‘199” 

Automation Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
‘DISAGRR.WK3” worksheet name ‘0” Cell Reference ‘170” 

Automation 3/5-Digit USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 
‘DISAGRR.WK3” worksheet name “0” Cell Reference ‘175” 

Flats or Nonletters NP Enhanced Carrier Route 
Basic USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

‘DISAGRR.WK3” worksheet name ‘0” Cell Reference ‘184” 
High Density USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “188” 
Saturation USPS-T-18 Exhibit USPS-18A page 6 of 6 filename 

“DISAGRR.WK3” worksheet name “0” Cell Reference “192” 

Transoortation The figures in footnote 5 are from USPS-29C Page 6 of 6 filename 
“USPS29C.XLS” worksheet “Other” cell reference “L13” times 100 
plus “L14” times 100 divided by the sum of cell reference “E13” and 
“E14” 

The figures in footnote 6 should be from USPS-29C Page 6 of 6 
filename “USPS29C.XLS” worksheet “Other” ceil reference “M13” 
times 100 plus “M14” times 100 divided by the sum of cell 
reference “El3” and “E14” (see response to ANMIUSPS-T29-6) 

USPS-29C Page 6 of 6 Development of “Other” Costs 
Total Attributable Costs [1] Exhibit USPS-15F “FINAL ADJUSTMENTS TEST 

YEAR 1998 CURRENT RATES WITH WORKYEAR 
MIX ADJUSTMENT” Page 1, Column 3, Rows 16, 
15,19and 18 

Volumes [2] Exhibit USPS-15G “COST AND REVENUE 
ANALYSIS TEST YEAR 1998 CURRENT RATES 
WlTH WORKYEAR MIX ADJUSTMENT” Page 18, 
Columns 3 and 2, Row 7 and Page 19 Columns 3 
and 2, Row 7 

Mail Processing Direct Labor [3] Exhibit USPS-15E “COST SEGMENTS AND 
COMPONENTS TEST YEAR 1998 CURRENT 
RATES WlTH WORKYEAR MIX ADJUSTMENT’ 
Page 19, Column 1, Rows 16,15.19 and 18 
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Mail Processing Pigggyback [4] USPS LR-H-77 Page 41 lines 18. 17, 21, and 20. 

Delivery C/S 687 [5] Exhibit USPS-15E “COST SEGMENTS AND 
COMPONENTS TEST YEAR 1998 CURRENT 
RATES WITH WORKYEAR MIX ADJUSTMENT” 
Page 1, Column 5, Rows 16, 15,19 and 18 

Delivery Piggyback [6] 

Delivery C/S 10 [7] 

USPS LR-H-77 Page 87 lines 18,17.21, and 20. 

Exhibit USPS-15E “COST SEGMENTS AND 
COMPONENTS TEST YEAR 1998 CURRENT 
RATES WITH WORKYEAR MIX ADJUSTMENT” 
Page 3, Column 2, Rows 16,15,19 and 18 

Delivery Piggyback [8] 

Transportation [Q] 

USPS LR-H-77 Page 138 lines 18,17,21, and 20, 

Exhibit USPS-15E “COST SEGMENTS AND 
COMPONENTS TEST YEAR 1998 CURRENT 
RATES WITH WORKYEAR MIX ADJUSTMENT” 
Page 3, Column 6, Rows 16,15,19 and 18 
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OCPJUSPS-T29-2. Please refer to Appendices I and Ill. page 43, footnotes l-4. 
a. 

b. 

C. 

d. 

Please confirm that in each formula in footnotes 2 - 4 the operation should be 
division and not multiplication. If you do not confirm, please explain fully. 
Please fully define the term “Realization Factor” and explain its significance to 
your analysis. What is the economic interpretation of this term? 
Please provide the sources for the “Realization Factor” of 85 percent and each of 
the “Volume Variability” figures in the footnotes. 
Would substitution of 100 for each of the volume variability figures on those 
pages result in unit cost estimates comparable to those obtained in MCg5-1. 
Please explain fully. 

RESPONSE: 

a. Confirmed. 

b-c. The term “Realization Factor” was used in this instance to convey that an 

adjustment had been made. The underlying reason for the adjustment is described in 

Witness HattieId’s testimony on page 9 of Apppendix I lines 3-8. The source of the 

“volume variability” figures is US.PS-T-12, Table 4. 

d. Substitution of 100 percent, or one, for each of the volume variability figure 

would result in the same productivity used in Docket No. MC95-1, but the change in 

these variabilities alone would not result in unit cost estimates directly comparable to 

those obtained in MC95-1 because many other factors have changed (for instance 

volume variable percentages different from one have been used for the other 

productivities as well). There also have been other changes in methodology since 

MCg5-1. Please see my responses to ANMIUSPS-T29-10 - 11. 
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OCAIUSPS-T29-3. Please refer to your exhibits 29A and 29B, page 2. 

Z: 
Please define fully the terms “Total,” “Proportional,” and “Fixed.” 
Please provide the citations to spreadsheet title, column, and row of Library 
Reference H-106 for each of the numbers on these pages. If these numbers are 
calculated, please show all calculations. 

RESPONSE: 

a. “Total” includes the costs for each of the CRA cost pools found in LR-H-106. 

“Proportional” includes those cost pools which have been deemed related to presort 

and prebarcoding (worksharing) activities. “Fixed” includes those cost pools which are 

not expected to vary with prebarcoding or presorting. As an equation, “Total” = 

“Proportional” + “Fixed”. 

b. ‘The source of the figures in USPS LR-H-106 is the tile entitled 

“CSTSHAPE.XLS” worksheet entitled “TY Lett Pgbk” column J for Regular (Exhibit 

USPS-29A) and L for nonprofit (Exhibit USPS-29B). rows 9-59. The figures reported in 

Exhibits USPS-29A and USPSZgB, however, differ slightly from those reported in 

USPS LR-H-106. A correction to my exhibits will be filed. 
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OCA/USPS-T29-4. Please refer to your direct testimony. At page 2 you state: “Exhibits 
USPS-29D and USPS29C develop and summarize the mail processing and delivery 
costs of a subset of existing ECR and NPECR Basic letters that are projected to 
migrate to the RR and NP Automation 5-Digit categories.” [footnote 5 omitted] 
a. On what basis was the migration projection made? If the basis for the projection 

is a library reference or testimony of another witness, please give a specific 
citation along with your explanation. 

b. You refer in footnote 5 to the models for migrating ECR and NPECR Basic 
developed on page 7 of Appendices I and Ill to your testimony. Confirm that 
these are letters that would ordinarily be processed as Automation ECR and 
NPECR Basic but because they are processed at sites that do not have that 
capability they will be processed DBCS. If not confirmed, please explain. 

C. Does the migration discussed above involve an additional sortation? If so. where 
are the costs for this sortation accounted for? And, if so, describe the actual 
operations that are performed. 

RESPONSE: 

a. The migration projection was made in USPS LR-H-172. It is my understanding 

that this migration is based on a price incentive for ECR Basic category mailers that 

would have the density to qualify for Regular Automation 5-Digit. 

b. Not confirmed. Migrating letters are presently entered as ECR Basic and 

NPECR Basic categories. and are currently processed as other ECR Basic or NPECR 

Basic letters, not necessarily as Automation ECR, which is processed on CSBCSs or 

manually. The letters that would migrate presently have carrier route density and 

would need to be barcoded, but would not migrate to Automation ECR and Automation 

NPECR because they would destinate at sites where delivery point sequencing is 

performed on DBCS equipment. 

C. The migrating mail will incur an incoming secondary sort on a DBCS as modeled 

in Appendices I and Ill pages 7 and 8. 
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OCfcIUSPS-T29-5. At page 5 you state that “45 percent of RR letters found in non- 
OCR upgradable trays, which must be bundled, did not fail any [of] the physical 
characteristics required of OCR upgradability. For purposes of this testimony, these 
pieces are considered to be automation compatible ,” You also refer the reader 
to Appendix I, page 37. 
a. What is the actual volume represented by this category? Please give specific 

references to Appendix I, page 37, or other sources. 
b. Please describe in detail the actual operations that are performed with this mail. 

For example, does some sort of additional sortation take place to enable such 
mail to be made automation compatible? If so. please describe the costs 
involved. 

C. Please refer to page 37 of Appendix I. Please spell out the acronyms MAADC, 
AADC, MADC and ADC, and describe the different operations involved. 

RESPONSE: 

a. 

b. 

C. 

According to USPS LR-H-105, the number of Standard A Regular letters in non- 

OCR upgradable trays which did not fail any of the physical characteristics of 

OCR upgradability is 1,674,402,834. The exact reference is filename 

“API-RRXLS,” worksheet name “RR Reclass,” cell reference “L31.” 

Since this mail is bundled, it incurs bundle sorting costs as modeled in Appendix 

II, Otherwise, it is processed in the same manner as letters presented in 

upgradable trays. 

MAADC is an acronym for Mixed Automated Area Distribution Center. Letters 

presented in trays at this level need to receive an outgoing primary sortation to 

sort the mail to a finer level, such as AADC, SCF, 3-Digit or 5-Digit. Since letters 

in MAADC trays are candidates for automated processing (either prebarcoded or 

upgradable) they are not bundled and therefore will not need bundle sorting. 

AADC is an acronym for Automated Area Distribution Center. Letters presented 

in trays at this level are sorted on an AADC sort scheme which is designed to 

sort mail to a finer level, such as SCF, 3-Digit or 5-Digit. Since letters in AADC 

trays are candidates for automated.processing (either prebarcoded or 

upgradable) they are not bundled and will not need bundle sorting. 
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MADC is an acronym for Mixed Area Distribution Center. Letters presented in 

trays at this level receive either an outgoing primary sortation or bundle sortation 

for a finer depth of sort, such as ADC, SCF, 3-Digit or 5-Digit. 

ADC is an acronym for Area Distribution Center. Letters presented in trays at 

this level are sorted on an ADC sort scheme or receive bundle sortation for a 

finer depth of sort, such as SCF, 3-Digit or 5-Digit. 
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OCAfUSPS-T29-8. Your testimony on pages 19-20 discusses the proposed rate 
initiative of a customer barcoding discount for Standard B machinable parcels bearing 
mailer-applied, postal certified barcodes. On page 22, you state that the Package 
Barcode System, which became fully operational in 1993, was designed with the 
capability to sort properly barcoded machinable parcels at rates in excess of 2800 
pieces per hour. You further state: 

a. 

b. 

C. 

d. 

e. 

f. 

“Therefore. the savings generated by mailer-applied barcodes to 
nonpresorted machinable parcels are calculated as the cost of 
keying a parcel once, plus ribbon and label costs, less the cost of 
scanning a customer barcoded parcel once. This testimony 
compares the cost of pure keying and the cost of pure scanning to 
determine savings in connection with customer barcoding. 
[footnotes omitted] The costs summarized in Exhibit USPS-29E on 
page 6 assume that once the PBCS has applied a barcode to a 
keyed parcel in the primary. all other subsequent operations have 
the same costs regardless of whether the mailer or the Postal 
Service applied the barcode. The accuracy of postal-applied 
(keyer) barcodes versus the accuracy of mailer-applied barcodes 
could not be quantified at this time. It seems likely, however, that 
list-generated mailer-applied barcodes would be more accurate 
than keyer-generated barcodes, because the chance of human 
error is greater in the latter circumstance.” 

Where in Exhibit 29E or in your analysis generally, do you account for any extra, 
costs associated with barcoding-related errors occurring during the sortation 
process (e.g., inaccurately applied barcodes)? If you do take such costs into 
account, please describe your methodology and any quantification process you 
employ. If you do not, why not? 
Confirm that in your savings analysis you assume non-barcoded parcels are 
keyed once. If not confirmed, please explain. 
Upon what empirical basis is the assumption in (b) made? Is there any evidence 
that a certain percentage of non-barcoded parcels is keyed more than once? 
Describe any such evidence. 
Confirm that you assume barcoded parcels are scanned once. If not confirmed, 
please explain. 
Upon what basis is the assumption in (d) made? Is there any evidence that a 
certain percentage of barcoded parcels is scanned more than once? Describe 
any such evidence. 
Footnote 60 on page 20 states that your testimony uses the average annual rate 
of 806 pieces per hour achieved in FY93 (before PBCS). Has any analysis been 
made of the rate under PBCS? If so, please supply it. If not, why not? And, if 
not, please give an estimate of the rate. 
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9. 

h. 

i. 

j. 
k. 
I. 

Your savings analysis includes “ribbon and label costs.” See Table 4. Please 
describe the nature of the operation requiring ribbon and label costs to be 
considered. Also explain whether you include direct labor costs associated with 
ribbon and label costs, such as changing ribbons during operations, and indirect 
labor costs, such as procurement overhead costs, supply transportation costs, 
etc. Please also show how you derive ribbon/label costs of 0.5 cents. 
Please describe all operations involved with parcels when a barcoding error 
occurs (e.g., an improperly applied mailer barcode, and an improperly keyed 
Postal Service barcode). For example, what happens to the parcels in the 
mailstream that are improperly barcoded? 
How far into the mailstream do parcels go before errors are detected? Have any 
survey been conducted? If so. please supply them. If not, why not? 
How many additional sortations occur with improperly barcoded parcels? 
What are the costs of such extra sortations? 
Is there “loop mail” in the parcel mailstream? If so. what are the causes and 
costs of such mail. 

RESPONSE: 

a. My testimony does not explicitly quantify costs associated with barcoding-related 

errors during the sortation process. 

b. My models assume non-barcoded parcels are keyed once in the primary and 

are scanned in the secondary 

C. It is possible that some non-barcoded parcels are keyed more than once but this 

is the exception, not the rule. Specific empirical data are not available to quantify the 

frequency of this occurrence. 

d. Not confirmed. My models assume barcoded parcels are scanned once in the 

primary, and many parcels are scanned at least once again in the secondary. 

e. Most barcoded parcels are scanned more than once, as seen in the mail flow 

models in Appendix V. It is possible that some barcoded parcels are scanned more 

than once in the primary, but this is the exception, not the rule. Specific empirical data 

are not available to quantify the frequency of this occurrence. 

f. There is no national average of a “keying only” rate under PBCS because the 

PIRS productivity for the Primary Parcel Sorting Machine includes parcels that are both 

keyed and scanned. Productivities for separate barcoded and nonbarcoded 
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mailstreams are not tracked because barcoded and non-barcoded parcels are not 

worked separately. 

9. If a parcel does not already have a barcode, a keyer on the PSM at the BMC 

keys the 5Digit ZIP Code. The Package Barcoding System (PBCS) then applies an 

adhesive label with the correct barcode applied. The ribbon/label cost is an estimate 

from engineering. Spindles of labels are normally changed at the end of a tour by 

maintenance and these costs are captured in the PSM piggyback factor. Procurement 

overhead and supply transportation costs are institutional costs. 

h. When detected, parcels which are improperly barcoded may be directed to a 

missort bin. The barcode is scratched out or the label is removed and the parcel is re- 

inducted to be keyed. If not detected at the BMC. the parcel will be sorted to the 

destination indicated by the barcode, and the the missort will likely be identified at that 

destination, If the missorted parcel is addressed to a delivery point outside the service 

area of the facility at which the missort is detected, the parcel may be sent back to the 

BMC. If the missorted parcel is addressed to a deiiveFy point within the service area, it 

may be resorted manually. 

i. Errors may be detected at any time from the first pass at the BMC to carrier 

distribution. To the best of my knowledge, no statistically representative survey has 

been conducted on missorts. BMCs are able to locally track how much mail is directed 

to the missort bin for diagnostic purposes. 

i The number of additional sortations can vary with improperly barcoded parcels. 

k. The cost of such extra sortations would vary depending on when the missort was 

detected. 

I. One example of how “loop mail” could occur is if the barcode is not completely 

obliterated and the parcel keeps being directed to the wrong address and sent back to 

the BMC. The costs of loop mail cannot be quantified because there are no data on the 

possible trails loop mail may follow. 
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OCAJJSPS-T29-9. What is the error rate associated with improperly applied mailer 
barcodes, and, separately, Postal Service applied barcodes? 
a. You suggest that the comparative accuracies cannot be quantified at this time. 

See page 20, lines 13-14. Please confirm. If not confirmed, please explain. 
b. In reference to (a), why cannot they be quantified at this time? 

:: 
When was the most recent study of these error rates conducted? 
What was the result of any such study? 

e. Please supply all studies and reports relating to the error rates discussed herein. 
Include reports generated by the Postal Service internally, by its consultants, or 
by outside entities such as GAO. 

f. Please supply all correspondence to mailers or groups of mailers (such as trade 
associations) relating to such error rates. 

RESPONSE: 

To the best of my knowledge, current data are not available on error rates associated 

with improperly applied mailer barcodes, and, separately, Postal Service applied 

barcodes on Standard B parcels. 

a; Confirmed that relative accuracy of mailer-applied versus postal-applied 

barcodes cannot be quantified at this time. 

b. Error rates are not usually tracked separately for mailer-applied versus postal- 

applied barcodes. Mechanisms exist to monitor keyer accuracy or to identify situations 

in which too many parcels are being directed to the missort bin. Tests of barcode 

accuracy are conducted at BMCs for diagnostic purposes only, and are not a routine 

function; data of this type are not tracked or rolled up. 

C. To the best of my knowledge, nationally representative studies of error rates for 

mailer barcodes, and, separately, Postal Service applied barcodes on Standard B 

parcels have not conducted. 

d. N/A 

e. BMCs do not generate error reports to the level of detail requested in this 

question, i.e., postal-applied versus mailer-applied barcodes. 

f. l have called responsible personnel at two BMCs and at Headquatiers and 

asked for responsive documents, and was advised that BMCs notify customers orally if 
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problems are detected reading those customers’ prebarcoded Standard (B) parcels 



RESPONSE OF U.S. POSTAL SERVICE WITNESS DANIEL TO 2531 

INTERROGATORIES OF OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T29-10. You state your assumption on page 20 that list-generated mailer- 

applied barcodes are more accurate than keyer-generated barcodes because the 

chance of human error is greater in the latter circumstance. 

Please confirm. If not confirmed, please explain. 
If confirmed, what empirical evidence do you have for such an assumption? 

RESPONSE: 

a.-b. In my testimony, I state that “It seems likely, however, that list-generated mailer 

applied barcodes would be more accurate than keyer-generated barcodes, because the 

chance of human error is greater in the latter circumstance” (emphasis added). Since 

no empirical evidence is available to prove this, I could not explicitly account for it in my 

analysis. 
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REDIRECTED FROM WlTNESS DEGEN 

OCPJUSPS-T12-43. Please refer to USPS-T-l, Exhibit USPS-IB, page 4, 
Docket No. MC93-1. In the column captioned ‘Volume Share,” the following 
proportions were presented for Special Rate Fourth Class: 
Intra-BMC .2639 
Inter-BMC .6396 
Inter-BMC, 1 transfer .0927 
Inter-BMC, 2 transfers .0038 

a. Is it reasonable to assume that these proportions are substantially the 
same for BY 1996? 
b. If not, why not? If this assumption is not reasonable, then please update 
the proportions presented above for BY 1996. 
C. Please present a similar set of proportions (summing to 1 .OO), by inter- 
BMC and intra-BMC groupings, for library rate mail for BY 1996. 

RESPONSE: 

a. In Docket No. MC93-1, Parcel Post Inter-BMC and Intra-BMC proportions 

were used as proxies for Special Rate Fourth Class Mail. Since no other special 

study has been conducted, parcel post proportions are again used as proxies for 

Special Standard Mail for BY96; however, these proportions are not substantially 

the same as the ones used in MC93-1. 

b. Transfers, or transhipments, have been eliminated. .Please see page 12 

of my testimony. The relative proportions of Inter-BMC and Intra-BMC Parcel 

Post are used as a proxy for the proportion of Inter-BMC (80 percent) and Intra- 

BMC (20 percent) in the Special Standard Mail Models, as stated in Table 5 of 

Exhibit USPS-29F. 

C. As is the case for Special Standard Mail, a special study of the 

proportions by inter-BMC and intra-BMC groupings for Library subclass mail for 

BY 1996 has not been conducted for this proceeding 
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UPS/USPS-T29-1. Please refer to page 5, Appendix V. Explain the difference 
between Inter-BMC Secondary Scheme 1 and Secondary Scheme 2. Please also 
explain what factors (mail volume, parcel characteristics, machine availability, etc.) 
determine which of the sort routines parcels undergo. 

RESPONSE: 

Since sortation requires more separations than the number of available bins on the 

machines, different schemes, or sort plans, with different ZIP Code ranges in the BMCs 

service area, are run on the same type of parcel sorting machine. Therefore, the two 

secondary schemes represent different ZIP Code groupings for a BMC service area. 

The destination ZIP Code of the parcel determines the sort routine on which the parcel 

will be finalized. As shown on page 5 of Appendix V, for parcels sorted first on primary 

and requiring secondary sortation, the primary sort is able to sort parcels to the 

appropriate secondary scheme. Parcels sent directly to secondary, however, are not 

necessarily presorted according to scheme. 
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UPS/USPS-T29-2. Please refer to your testimony at page 15, footnote 51. 

(4 Please explain on what basis you assume that “50 percent of the parcels 
[at destinating BMCs] are inducted directly to the secondary.” 

(b) Please explain on what basis you assume that “50 percent of the parcels 
finalized on the secondary PSM are sorted to the 5-Digit level on the appropriate 
scheme and that the remaining 50 percent must be directed to the other scheme.” 

RESPONSE: 

a. This assumption was provided to me from operations. The assumption that 56 

percent of the parcels at the destinating BMC are inducted directly to the secondary is 

reasonable. First, not all BMCs have direct-to-secondary induction capability. Some 

BMCs can only induct into the secondary from the floor while others can induct directly 

to the secondary from the dock, or both. Whether the mail is in containerized unit loads 

or just bedloaded affects induction capability. 

, 
Second, there can be capacity constraints on the secondary so that inducting the 

mail on the primary, where sorting to the appropriate secondary scheme can take place, 

makes more sense. Some BMCs also do not have crossover capability such that mail 

inducted on one scheme can be routed, or crossed over, to the other secondary 

scheme or back to the primary. 

Thus, the BMCs that have the capability and the capacity prefer to induct 

destinating, barcoded parcels directly to the secondary as much as possible. This is 

not always possible, however. 

The model is not very sensitive to this assumption, in any event. For example, 

assuming 100 percent of the parcels are inducted directly to the secondary results in 

1.59 parcel sorting machine sorts at a modeled cost of 3.6 cents per sort for a total of 

5.72 cents. Assuming 0 percent of parcels are inducted directly to the secondary 

results in 1.83 parcel sorting machine sorts at a modeled cost of 3.6 cents per sort for a 

total of 6.72 cents, Assuming 50 percent of the parcels are inducted directly to the 

secondary results in 1.71 parcel sorting machine sorts at 3.6 cents per sort for a total of 
i 
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6.16 cents, Thus, the variation is within about a half a cent (0.44 cents and 0.56 cents 

respectively.) 

b. This assumption was provided to me by operations. The assumption that 50 

percent of the parcels finalized on the secondary PSM are sorted to the 5-Digit level 

on the appropriate scheme and that the remaining 50 percent must be directed to 

the other scheme is reasonable because the schemes are usually designed to be 

balanced. The schemes try to even out the density to balance staffing. Therefore, 

the volume of parcels sorted on t~he first scheme should be about equal to the 

volume sorted on the second scheme and the probability of a parcel (that is not 

otherwise finalized on primary) destinating on either scheme should be equal or 50 

percent. 
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UPS/USPS-T29-3. 
(a) Please confirm that Appendix V. page 16, cites USPS LR-H-131 as the 

source for the percentages used for “Mail Flow Arrival and Dispatch Profiles” for 
Machinable and Non-Machinable Parcels. If not confirmed, please explain. 

(b) Please explain exactly from where in USPS LR-H-131 the percentages for 
Machinable Parcels are taken. 

RESPONSE: 

a. Library Reference H-131 is cited as the source for the Arrival Profile of 

machinable and nonmachinable parcel post, but Library Reference H-132 is cited as 

the source for the Dispatch profile for machinable and nonmachinable parcels. See 

Appendix V, page 16, notes 1 and 4. 

b. The percentages for machinable parcels are based on the figures from page 26 

of USPS LR-H-131 entitled “Table 1: Christensen Associates’ BMC Parcel Survey 

i Container Profile By Entry Origin, Percent of Parcel Post Pieces by Container Type.” 

The table in the middle of the page is for machinable pieces. Since the survey did not 

distinguish between Jedloaded loose pieces and bedloaded sacks or between pieces 

loose in OTRs and sacked in OTRs, my testimony uses the ratio in USPS Library 

Reference H-132 to adjust for this. Since approximately 40 percent of bedloaded items 

arriving at BMCs were sacks as seen in Attachment 2 Data, page 277, of Library 

Reference H-132,’ my testimony takes 40 percent of the 11.3 percent bedloaded to 

determine the percent of bedloaded sacks (4.5 percent) and the percent of bedloaded 

loose parcels (6.6 percent). Also using the roughly 70/30 split of loose and sacked 

parcels arriving at BMCs in OTRs seen in Attachment 2 Data, page 277 of LR-H-132, 

my testimony takes 70 percent of 62.6 percent OTR to determine the percent loose in 

OTRs (43.8 percent) and 30 percent of 62.6 percent to determine sacks in OTRs (18.8 

percent). The remainder, 24.6 percent, is the percent arriving in hampers/APC/OWC. 

i ’ The arrival profile in USPS Library Reference H-132 is used only for the sack split 
and not the entire arrival profile because, unlike USPS LR-H-131, it is not subclass 
specific. 
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UPSIUSPST294. Under the Postal Service’s proposal, would the non-machinable 
surcharge apply to non-machinable parcels which qualify for the OBMC discount? If 
not, why not? 

RESPONSE: 

My testimony is limited to costing issues, and does not cover pricing issues; however, it 

is my understanding that the nonmachinable surcharge applies to nonmachinable 

parcels that qualify for the OBMC discount. 
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UPS/USPS-T29-5. Why doesn’t some non-machinable surcharge apply to intra-BMC 
and DBMC shipments? 

RESPONSE: 

Please see the response to UPS/USPS-T37-7. 
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UPS/USPS-T29-6. Please refer to USPS-T-16, Appendix I, page 11 of 13, and confirm 
that Inter-SCF costs are included in Parcel Post transportation costs. If not confirmed. 
please explain. 

RESPONSE: 

Confirmed. 
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UPS/USPS-T29-7. Please confirm that your mail-flow models in USPS-T-29, Appendix 
V, pages 1, 5 and 6. assume that no Parcel Post volume is Inter-SCF. If not confirmed, 
please explain. 

RESPONSE: 

The models in my testimony do not include parcels moving from the origin P&DC 

directly to the destination P&DC, nor should my testimony model the case where 

parcels are on trucks that stop at several PBDCs on the way to or from a BMC. The 

parcels are not unloaded at P&DCs while in-route to or from the BMC 
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UPS/USPS-,T29-8. What percentage of Parcel Post mail volume is Inter-SCF? 

RESPONSE: 

To the best of my knowledge, that information is not available. 
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\- UPS/USPS-T29-9. What percentage of Parcel Post mail is not handled by a BMC? 

RESPONSE: 

To the best of my knowledge, this information is not available. 
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UPS/USPS-T29-10. Please confirm that by omitting Parcel Post volume that is not 
handled at a BMC, you overstate (a) the barcode discount and (b) the Inter-BMC 
presort discount. If not confirmed, please explain. 

RESPONSE: 

a) I cannot confirm that by omitting Parcel Post volume that is not handled at a BMC, 

the barcode discount is overstated. Although the modeled cost difference would be 

lower if non-BMC volume were included, the inclusion of non-BMC volume would tend 

to increase nonmodel cost factor. These factors counterbalance each other; 

consequently, the barcode cost avoidance is not necessarily overstated 

b) My testimony does not estimate the BMC presort cost avoidance; consequently, I 

have not overstated it.. 
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UPS/USPS-T29-12. Please refer to USPS LR-H-131. 

(a) Discuss the choice of June as the survey month, including but not limited 
to whether other months were considered and, if so, why they were not selected. 

0)) Please discuss the decision to select a single month for the survey rather 
than sampling over several months. 

(cl Please confirm that all nine sites included in the survey were sampled on 
the same days of the week (&.. all sites were surveyed on Monday, Tuesday, and 
Friday of the survey week). If you cannot confirm, discuss the impact on the survey of 
differences in mail arrivals on different days. 

(4 Please confirm that mail flow for a given day of the week into all BMCs is 
equivalent. (For example, is a typical Monday in Chicago equivalent to a typical 
Monday in Los Angeles?) If you cannot confirm, please further discuss the selection of 
the day of the week on which each.survey was performed and how the selection of the 
day(s) might have affected the survey results. 

(e) Please confirm that mail flow at BMCs does not change over the course of 
a month such that surveying one site in the early part of a month is equivalent to 
surveying another site in the later part of.a month. If you cannot confirm, please 
discuss how mail flow is affected by monthly cycles and how those cycles might have 
affected the survey results. 

6-I What procedures were followed to insure that the different teams sent to 
perform the surveys at the various BMCs were equally trained and skilled at collecting 
the necessary data? Please describe these procedures. 

(9) How many BMCs are classified as-large, how many are classified as 
medium, and how many are classified as small? identify what BMCs are in each group. 

(h) Please confirm that only two BMCs are classified as large and further 
confirm that both were surveyed. 

(i) Please confirm that no sensitivity analysis was performed regarding the 
over-sampling of the large BMCs. If you cannot confirm, please provide and discuss 
the results of the sensitivity analysis performed. 

(9 Please discuss whether there would be a significant difference in the 
results of the survey (including the large BMCs) as performed as compared to an 
analysis of large BMCs alone. Discuss the statistical ramifications of including the 
population (non-random) of large BMCs but only a sample of small and medium BMCs. 

04 Please confirm that no consideration was given to sampling all BMCs. If 
you cannot confirm, please discuss the decision to sample only nine. 

RESPONSE: 

(a) June 1996 was selected as the survey month for the BMC Parcel Survey because of 

time constraints. It was the only time that the survey could be done in order that 
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results could be produced within the time frame needed for the subsequent 

analyses on which these results were based. 

(b) The sample could not be drawn over several months because of time constraints 

given for the survey (see response to (a) above). 

(c) The survey sites were not sampled on the same days of the week. The days of the 

week that sample pieces were drawn were chosen so that different weekdays were 

sampled across the survey sites. For example. sample pieces were selected at one 

site on Monday, Tuesday, and Wednesday, at another site on Tuesday, 

Wednesday, and Friday, and at another site on Tuesday, Wednesday, and 

Thursday. Different days of the week were sampled across the sites to try to 

account for any possible bias in results that might have resulted by selecting all 

sample pieces on the same days of the week. We had no prior knowledge that 

there are definite patterns in mail flows across days of the week for BMCs, but by 

\ sampling on different weekdays across the survey sites, we attempted to control for 

any potential bias, and to capture mail flows on all weekdays. Sample inbound 

pieces could not be selected on all weekdays at each site, due to time and budget 

constraints. Since it is not certain if patterns in mail arrival flows exist, and what 

these patterns might be, no conclusions can be drawn on the impact any such 

patterns, if they exist, would have on the survey results. 

(d) We cannot confirm or deny that the mail flows into all 6MCs for a given day of the 

week are equivalent. That is, there are no data available that would show that a 

typical Monday in Chicago is or is not equivalent to a typical Monday in Los Angeles, 

or even that there is such a thing as a typical Monday at any particular BMC. Since 

we selected sample pieces across all weekdays across sample BMCs, we 

attempted to control for any potential biases that would have resulted if mail flows 

differed by day of the week across the sample sites. Since it is not certain if such 

patterns in mail flows exist, and what these patterns are, we cannot say what impact 

\ any such patterns, if they exist, would have on the survey results. 
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(e) We cannot confirm or deny the statement that mail flows at BMCs do not change 

over the course of a month such that surveying one site in the early part of a month 

is equivalent to surveying another site in the later part of a month, given the data 

currently available. Since it is not certain if such cycles exist, and what these cycles 

are, we cannot say what impact any such cycles, if they exist, would have on the 

survey results. 

(f) As stated on page 6 of Library Reference H-131, all data collectors were trained on 

data collection techniques at the same training session. In addition, team leaders at 

each sample site kept in contact with each other and with the project leaders during 

the sampling phase. In this way, when unanticipated questions or problems arose, 

all team leaders were aware of the question or problem, and its solution. By training 

all data collectors at the same time, and staying in contact with all data collection 

teams during the data collection phase, we made sure that results were consistent 

\ across all data collection teams, Team leaders were chosen on the basis of 

experience in collecting postal data, although almost all other data collectors 

involved in this project had experience collecting data for other surveys done for the 

Postal Service. In almost all cases, each data collector worked at more than one 

sample site over the course of the three-week survey. 

(g) The 21 BMCs, by “size” category, are given in the table below. 

! m Medium 
( Chicago Dallas 
f gew Jersey Los Angeles 

Philadelphia 
Pittsburgh 
Springfield 

Small 
Atlanta 
Cincinnati 
Denver 
Des Moines 
Detroit 
Greensboro 
Jacksonville 
Kansas City 
Memphis 
Minneapolis 
St. Louis 
San Francisco 
Seattle 
Washington, DC 

I 

\ 
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(h) As shown in (g), there are only two BMCs that are classified as “large.” Both of 

these BMCS were selected for this survey, as shown by the list of survey sites given 

on page 6 of the library reference. As discussed in the library reference, the “size” 

stratification for BMCs is a common nomenclature used to distinguish these 

facilities, where “size” refers to characteristics such as plant and dock layouts, It is 

our understanding that the two “large” BMCs are put together in that category, but 

they are considered unique among BMCs (in their plant and dock layouts), that is, 

different from all other BMCs and from each other, even though commonly put 

together in the “large” strata. Since these two BMCs are considered unique, we 

included both in the survey. That is, choosing both “large” BMCs was equivalent to 

randomly selecting sites from each of two “unique” strata. 

(i) Sensitivity analysis was not performed on the survey results, nor was it considered 

necessary, since the “large” BMCs were not really over sampled. As stated in 

subpart (h). choosing the two “large” BMCs was equivalent to randomly selecting 

sites from each of two “unique” strata. The results reported in the library reference 

were national estimates, where overall estimates were the sum of weighted BMC- 

specific results, where the weights reflected the different sampling rates across the 

strata. The roll-up process from individual sample pieces to national estimates is 

described in Sect’on C of the library reference (pages g-10) and shown in 

Attachment 3, which was inadvertently omitted from the library reference and filed 

on August 15, 1997. 

(j) No analysis has been performed on the results for any subset of the population of 

BMCs. Since national estimates of parcel characteristics were needed for the 

subsequent analysis on which the results were based, only national estimates 

(weighted averages across all strata) were calculated. As discussed in subpart (h), 

a random sample of each unique strata was selected, and national estimates 

calculated as weighted averages across all strata. As such, standard statistical 

methods were used to develop the national averages reported in Library Reference 

H-131. 
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(k) The survey was conducted at a sample of BMCs, rather than at all BMCs, because 

time constraints for the project forbade a census being taken. In addition, 

conducting the survey at all BMCs would have been prohibitively expensive. The 

sample sites were chosen randomly, except for those sites excluded because 

significant construction at those plants at the time the survey was conducted would 

make sampling difficult, Since no sites were excluded from being selected as 

sample sites for any reason related to the information being collected in the survey, 

the results from this sample of nine BMCs. properly rolled up and weighted across 

strata, provide results representative of the universe of parcels arriving at BMCs. 
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UPS/USPS-T29-13. Please confirm that at the bottom of page 2 of 17, Appendix V, the 
formula for Column [6] should read: (Column [l] l Column IS]) and not (Column [l] l 

Column (51 I 10,000). If not confirmed, please explain. 

RESPONSE: 

Confirmed. 



\ 
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UPS/USPS-T29-14. Please identify the source of the data in Appendix V, page 2 of 17, 
Column I. 

RESPONSE: 

The source of data in Appendix V. page 2 of 17 Column 1 can be found in two places. 

The first is Appendix V, page 16 of 17. The second source is the diagram labeled 

‘Machinable Nonpresort Inter-BMC Mail Flow’ in Appendix V, on page 1 of 17. The 

specific source of each item is described in more detail in the table belc’w. In the table, 

the page numbers refer to USPS-T-29 Appendix V. 

Origin SCF 
Unload Containers 1 All mail pieces are unloaded once (BMC unloading profile is used as a 

proxy) 
Mirrors the arrival profile at OBMCs. See page 16. machinable parcels 
arriving in bedloaded sacks at BMC. 
Mirrors the arriva!.profile at OBMCs. See page 16, machinable parcels 
arriving bedloaded at BMC. 
Mirrors the arrival profile at OBMCs. See.page 16. machinable parcels 
arriving sacked in ~TRs at BMC 

------I 1 Mirrors the arrival profile atDBMCs. See page 16, machinable parcels 

Load OWC 

Load Pallets 

arriving loose in OTRs at BMC 
Mirrors the arrival profile at OBMCs. See page 16. 
arriving in hampers/APC/OWC (OWC) at BMC 
Mirrors the arrival profile at OBMCs. See page 16. 

-~ arriving palletized at BMC 
Origin BMC 
Unload Bedload Sack Page 16. machinable parcels arriving in bedloaded 
Bedload Loose Page 16, machinable parcels arriving bedloaded at 
Unload Sacks in OTR Page 16, machinable parcels arriving sacked in 

Unload loose in OTR Page 16. machinable parcels arriving loose in 
Unload Other Wheeled Page 16, machinable parcels arriving in 
Cont. BMC 
Unload Pallet Page 16. machinable parcels arriving 

Dump OTR of sacks Same as machinable parcels arriving 

Dump OTR of loose Same as machinable parcels arriving 

Dump Other Wheeled Cont. Same as machinable parcels arriving 
BMC, page 16 

Dump Pallet 
Sack Sorter 
Sack Shake out 
0. Primary (scan) 
Sweep Runouts P. Pak - 

Same as machinable parcels arriving 
The sum of bedloaded sacked and 
The sum of bedloaded sacked and sacked in OTR 
Page 1. All parcels incur a primary sort 
Same as above. All origin Inter-BMC 

I and must be swept, Page 1 
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Dump Postal Pak 

- D. Primary (scan) - 

Secondary (scan) 

Sweep Runouts OTR 

- 
Sack and Tie 

3edload Sacks Page 16. machinable parcels dispatched in bedloaded sacks to service 
area 

-oad OTRs w/sacks ‘Page 16 machinable parcels dispatched sacked to OTRs in Service area 
-oad OTRs w/loose Page 16. machinable parcels dispatched loose in OTRs to Service Areas 
toad HamperslOWC - Page 16, machinable parcels dispatched in hampers/APCI OWC ( OWC) 

Same as above. All origin Inter-BMC parcels run out into Postal Paks 
and must be loaded, Page 1 

Page 1. All inter-BMC parcels arrive at the DBMC in Postal Paks and 
must be unloaded 
Page 1. All inter-BMC parcels arrive at the DBMC in Postal Paks and 

Load Postal Pak - 

Destination BMC 
Unload Postal Pak 

must be dumped 
Page 16. and diaorams on paaes 1 and 5. First. destinatina BMCs feed 
50percent of barcoded destinating Inter-BMC parcels ‘to the primary 
parcel sorting machine. The the remaining 50 percent are sent directly 
to secondary. Second, 17 percent of parcels are sorted to the 5-digit 
level by the primary parcel sorting machine. This mealns 17 percent of 
the 50 percent (065) directed to the secondary will be sent back to the 
primary Therefore, the handling is ,565 (.565=.50+.085). 
Page 16. and diagrams on page 1 and 5. First, 50 percent of the tnter- 
BMC parcels received by the DBMC are first sent to the primary parcel 
machine. Since 17 percent of this is finalized on the primary. 41.5 
percent (63 percent of 50) is sent to the secondary. 20.75 percent (50 
percent of 41.5) to scheme 3 and 20.75 percent to secondary scheme 4. 
The other 50 percent of Inter-BMC parcels received by DBMC is 
inducted unfiltered directly to a secondary scheme (3). Since 17 percent 
is sent back to the primary for finalization, there is a 5Cl percent chance 
that the remaining 41.5 percent will be finalized on scheme 3. Likewise, 
the other 50 percent of 41.5 percent (20.75) will need to be sorted on 
secondarv scheme 4. Therefore the total number of mail handlinas is 
1.1225. (i.1225 = -415 + .50 + 2075). 
The sum of bedloaded sacked and sacked in OTR dispatched to service 
area. 
The sum of loose in OTRs and in Hampers/OWC dispatched to service 
area. 

to Service area - 
Destination SCF 
Unload Bedload Sacks 

Unload Sacks in OTR 

Unload loose in OTR 

Page 1. Since 23.64 percent of mail is in bedload sacks leaving the 
BMC and 12 percent (page 16) bypasses the DSCF. 20.91 percent 
(23.64 times 66 percent) is unloaded bedload sacks at the DSCF. 
Page 1. Since 2.69 percent of mail is sacked in OTRs leaving the BMC 
and 12 percent (page 16) bypasses the DSCF. 2.53 percent (2.69 times 
66 percent) is unloaded sacks in OTRs at the DSCF. 
Page 1. Since 60.25 percent of mail is loose in OTRs leaving the BMC 
and 12 oercent (oaae 16) bvpasses the DSCF. 52.84 percent (60.25 
times 65 percent) i;unloadkd loose in OTRs a! the DSCF. 

Unload OWC Page 1. Since 13.02 percent of mail is loose in OTRs leaving the BMC 
and 12 percent (page 16) bypasses the DSCF. 11.42 percent (13.02 
times 66 percent) is unloaded loose in OTRs at the DSCF. 

Crossdock Bedload Sacks Page 1. Same as unloaded bedload sacks, since it is all crossdocked. 

Crossdock Sacks in OTR Page 1. Same as unload sacks in OTR, since it is all sacks in OTR that 

2551 



RESPONSE OF U.S. POSTAL SERVICE WITNESS DANIEL TO 2552 

INTERROGATORIES OF UNITED PARCEL SERVICE 

d are crossdocked, 
#me as unload loose in OTR. since it is all Iunloaded loose in 
sdocked. 
me as unload OWC. since it is all unloaded OWC is 

crossdockec. 
Bedload Sacks 
Gad OTRs w/loose 

Page 1. Sum of crossdock bedload sacks and crossdock sacks in OTR. 
Page 1. Same as crossdocked loose in OTR. 

Load HamperslOWC 
Destination Delivery Unit 

Page 1. Same as crossdocked hampers/OWC. 

Unload Bedload Sacks 1 Page 16. Sum of machinable oarcets loaded dispatched in bedloaded 
1 sacks to service area and machinable oarcels dispatched in OTRs to 

Unload loose in OTR 

Unload OWC 

Dump Sacks 

sewice areas from DBMC. 
Page 16. Machinable parcels dispatched loose in OTRs to Service Area 
from DBMC. 
Page 16. Machinable parcels dispatched in hampers/APC/ OWC (OWC) 
to Service Area from DBMC. 
Page 16. Same as the percent of bedload sacks unloaded at DDU. All 

( sacks unloaded have to.be dumped. 



2553 
RESPONSE OF U.S. POSTAL SERVICE WITNESS DANIELL TO 

INTERROGATORIES OF UNITED PARCEL SERVICE 

UPS/USPS-T29-15. Please refer to Appendix V, page 15 of 17, Colurnn 1, 

(a) Please confirm that these figures are Marginal Unit per Workhour. If not 
confirmed, please explain. 

(b) Please confirm that in your direct testimony in Docket No. MC97-2, USPS- 
8G, page 1 of 2, stated the same factors in Units per Workhour. If not confirmed, 
please explain. 

(cl Please explain the reason you changed the basis of these calculations 
from average to marginal units per workhour. If the basis has not been changed, 
please explain why not. 

RESPONSE: 

(4 The figures in t,he first column labeled Units/Wkhr Marginal are marginal 

productivities. They are calculated by dividing the average productivities from USPS 

LR-H-132, PIRS, etc., by the variability for that operation and are used in determining 

volume variable unit costs. 

(b) The figures in the first column on page 1 of Exhibit USPS-8G in Docket No. 

MC97-2, labeled UnitsIWkhr were the average productivites from USPS LR-PCR-41 

and PIRS. The variabilities for mail processing operations in that docket were assumed 

to be equal to one. Therefore, the average productivities were the same as the 

marginal productivities and were used to determine volume variable unit costs. 

(4 The goal for all cost modeling used as a basis for rate design is to obtain volume 

variable costs. Prior to this case, average productivities were needed to determine 

volume variable costs since mail processing variabilities were assumed to be equal to 

one. Marginal productivities are needed to determine volume variable costs consistent 

with the work of USPS witnesses Degen (USPS-T-12) and Bradley (USPS-T-14). 

Marginal productivities differ from the average productivities for those operations with 

variabilities other than one. 
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UPS/USPS-T29-$6. Please refer to page 20. footnote 59, of your direct testimony, 
which states that “[t]his testimony uses the average rate of 806 pieces per hour 
achieved in FY93 (before PCBS),” and Appendix V, page 75 of 17, which cites a 
marginal rate of 895.6 pieces per hour. 

Please explain whether your testimony is using average or marginal rates 
Please explain and justify your selection of average or marginal rates. 

RESPONSE: 

(4 My testimony uses marginal productivities for determining volurne variable unit 

costs. The average productivity of the parcel sorting machine in FY93 as reported by 

PIRS was 806. My testimony divides this average productivity by the variability of 

parcel sorting machine operations from witness Bradley (USPS-T-14) to arrive at the 

marginal productivity reported in Appendix V, p. 15, of 895.6, which was used to 

determine volume variable unit costs. 

(b) In both cases, my testimony uses marginal productivities; however, the 

variabilities developed in this case are different from one. Please see my response to 

UPS/USPS-T29-15(c). 
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UPS/USPS-T29-18. Please confirm that the source of the numbers in Exhibit USPS- 
29E, page 2 of 6, is the column labeled “4’ Part Zone R” at page IV-5 of LR-H-106. If 
confirmed, please explain why the source numbers are not the same as in Exhibit 
USPS29E, page 2 of 6, and provide a corrected source if necessary. If not confirmed, 
please provide the exact page and column reference for the numbers in Exhibit USPS- 
29E, page 2 of 6. 

RESPONSE: 

Confirmed. A correction to page 2 of Exhibit USPS-29E will be tiled 
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UPS/USPS-T29-19. Please refer to Exhibit USPS29E, page 6 of 6. 

(4 Please explain all reasons why the proportional adjustment should apply 
specifically to the parcel sorting machine key operation versus the parcel sorting 
machine scan operation. 

lb) Please explain what work practices would yield non-modeled costs and 
explain how these work practices would impact the differential in costs between the 
parcel sorting machine key operation versus the parcel sorting machine scan operation. 

RESPONSE: 

a. This question is based on the mistaken premise that the proportional adjustment 

is applied to PSM key operation and not the PSM scan operation. Accosrding to Exhibit 

USPS-29E, however, the proportional adjustment is applied to both operations. 

b. Examples of activities which are not modeled include: miskeying the ZIP Code 

on the parcel causing a missort, the barcode label peeling off, and the machine running 

out of labels. The costs of these activities would increase the differential between the 

parcel sorting machine key operation and the parcel sorting machine scan operation. 
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UPS/USPS-T29-20. Please refer to Appendix V of your testimony. 
(a) Please provide the sources for Column 2 for the following (operations: 

Move IHC 
Move OTRs 
Move Pallet 
Move OWC 

0)) Please provide the sources for Column 1 for the following operations 
Sweep Runouts OTR 
Sack and Tie 

RESPONSE: 

a. The productivities for the move operations are assumed to be half of the 

crossdock productivity. 

b. The number of handlings for Sweep Runouts OTR is the sum of the percent 

expected to be dispatched in OTRs and OWCs on page I5 of Appendix V. The number 

of handlings for Sack and Tie is the sum of the percent expected to be dispatched 

sacked in OTRs or in bedloaded sacks from page 15 of Appendix V. 
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UPS/USPS-T29-21. Please describe the sack sorter and sack shakeout operations. 

Response: 

Please refer to USPS LR-PCR-54, Handbook PO-419 “Bulk Mail Processing at Bulk 

Mail Centers Operator Instruction.” 
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UPS/USPS-T29-22. Please explain if a DSCF or DDU could become capacity 
constrained due to a large increase in dropshipping. 

Response: 

This question is phrased in hypothetical terms, and I do not believe that the Postal 

Service is currently facing this issue. Notwithstanding, if this should ever become a 

problem, I believe that the Postal Service would deal with it in a respons,ible way. Since. 

it is not within the scope of my employment to address these type of issues, however, I 

am unfamiliar with any recontigurations the Postal Service would consider to address 

situations like the one described in this interrogatory. 
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‘W/USPS-T29-1. 

Please refer to Exhibit USPS-29D, p. 1, columns 4 and 5. 

a. 

b. 

C. 

Please provide a complete and exact citation for the source of the data in column 
4. 
Please confirm that column 5 shows Test Year Total Costs Before Rai:es. If you 
do not confirm, please explain what the data in column 5 represent. 
Please provide Test Year Volume and Total Costs & Rates for each of the 
rows shown in USPS-29D. 

RESPONSE: 

a. USPS-T-6, page A-30. “Appendix Table 4: Detailed Before- and After-Rates 

Volume Forecasts for First-Class and Standard A Mail.” Column 2 “Before Rates” lines 

45-51. 

b. Confirmed 

C. I understand that the reconciled lY volume variable unit costs in Column 6 are 

the same for both before- and after-rates. 
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-CW/USPS-T29-2. 

Please refer to Exhibit USPS-29C, page 3, including footnote 2, which states that ‘ECR 
Mail Processing costs reflect current level of dropshipping.” 

a. 

b. 

C. 

Please confirm that the unit costs shown in this exhibit are for Test Year. If you 
do not confirm, please explain what they represent. 
For the Test Year, what are the unit mail processing costs for ECR letters and 
nonletters that are: 
(I) dropshipped to DDUs (i.e., 100 percent dropshipped to DDUs); 
(ii) dropshipped to DSCFs (i.e., 100 percent dropshipped to DSCFs); 
(iii) dropshipped to DBMCs (i.e., 100 percent dropshipped to DBMCs); 
(ii) Not dropshipped to any destinating facility. 
Please explain what “other costs’ include (as opposed to what they exclude), 
including whether such other costs include the cost of Postal-Ownecl Vehicles 
attributed to Standard A mail (see LR-H-17 1, Appendix B, Table 6). 

RESPONSE: 

Confirmed. 

-. An extension to this interrogatory has been requested. 

C. “Other” costs include such items as postmasters, vehicle service drivers, window 

service, special delivery messengers, and claims and inquiry. For the purposes of 

Exhibit USPS29C. transportation costs are defined as only those costs in Cost 

Segment 14. Therefore, Postal-Owned Vehicle costs, or Vehicle Service Driver costs, 

are reflected in ‘other” costs in Exhibit USPS-29C page 3. For the purposes of USPS 

LR-H-111, however, transportation costs include Vehicle Service Drivers (Postal- 

Owned Vehicle) costs. The d.tierent treatment of these costs in the exhibit and the 

library reference does not affect the total costs in Exhibit USPS-29C and does not 

impact the analysis in that exhibit. 
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VP-CWIUSPS-T29-2. 

Please refer to Exhibit USPS-29C, page 3, Including footnote 2, which states that ‘ECR 
Mail Processing costs ,ref7ect current level of dropshipping.’ 

b. For the Test Year, what are the unit mail processing costs for ECR letten and 
nonletters that are: 
(I) dropshipped to DDUs (i.e., 100 percent dropshipped to DDUs); 
(ii) dropshipped to DSCFs (i.e., 100 percent dropshipped to DSCFs): 
(iii) dropshipped to DBMCs (i.e., 100 percent dropshipped to DEMCs); 
(iv) Not dropshipped to any destinating facility. 

l *..* 

RESPONSE: 

l .*.. 

b. Estimates of test year unit mail processing costs for ECR (averagse 

letter/nonleffer) using nontranportation cost avoidances for dropshipping are found 

below. Note this is not a bottom-up cost analysis. 

(0 1.26 cents per piece dropshipped to DDU 

(ii) 1.45 cents per piece dropshipped to DSCF 

(iii) 1.57 cents per piece dropshipped to DBMC 

(iv) 1.74 cents per piece with no destination entry 

. t l l l 
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VP-CWIUSPS-T29-3. Please refer to your response to VP-CWIUSPS-T29-1 (c), where 
you discussed Test Year After Rates volume variable unit costs, corresponding to column 
6 of USPS-29D, page 1. 

USPS-29D, page 1, columns 4 and 5 show Test Year Volume and Total Cost 
Before Rates. Please provide After Rates data corresponding to each entry in columns 
4. and 5 as originally requested in VP-CWAISPS-T29-l(c). 

FLESPONSE: 

The purpose of Exhibit USPS-29D page 1 is only to calculate the figures in Column [6] 

Ich, afler adjustment in Exhibit USPS-29C, are used by witness Moeller in his ECR rate 

design. The calculation of Test Year After Rates (TYAR) costs is outside the scope of my 

testimony. TYAR costs by subclass are calculated in witness Patelunas’ testimony 

(USPS-T-15). Notwithstanding, for the purpose of providing the figures sought in this 

hterrogatory, the table below presents the results of the requested calculation. Column 

>f Exhibit USPS-29D page 1 is the product of Column [3] and Column [ii], but column 

12~ in the table below, which parallels column 151 in the exhibit, still reports unreconciled 

test year costs. Using witness Tofley’s After Rates volume forecast (which is presented in 

IJSPS-T-6, page A-30 column 3) in Column [4] and performing the calculations in Exhibit 

IJSPS-29D would result in figures repotted in the table below. Columns [4:1 and [5] 

rnrrespond to the columns in Exhibit USPS-29D, pagd 1, except that the calculations rely 

on after rates volumes instead of before rates volumes.: 

TABLE VP-CW/‘JSPS-T293 

t41 ISI 
Test Year Test Year 

Letter Auto Basic 
Basic 
High Density 
Saturation 

Nonletters Basic 
High Density 
Saturation 

Total 

.yolume tARI 
2,059.66 

Total Cost (A’a 
4,963.17 

3,173.77 6,350.98 
392.99 143.11 

3,086.39 1,123.98 
10,660.71 25,628.07 

1 ,154.08 320.43 
8,158.60 2,265.26 

28,686.18 40,795.oo 
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VP-CWIUSPS-T294. 

Please refer to your response to VP-CWNSPS-T29-2(b), where you provide estimates of 
Test Year mail processing unit costs for ECR. Your response states that “this is not a 
bottom-up cost analysis.’ 
a. Please explain what you meant by this disclaimer. If it is not a bottom-up cost 
analysis, what kind of cost analysis is it? 
b. Please explain fully what each unit cost provided in your response iincludes and 
represents. 

- ‘?ONSE: 

a-b. The mail processing cost estimates of ECR pieces by destination entry point 

provided in VP-CWNSPS-T29-2(b) were not calculated in the same manner as the total 

ECR subdass mail processing unit costs. The mail processing ECR costs in USPS-29C 

are a result of a ‘bottom up’ CRA analysis. The mail processing cost estimates of ECR 

ces by destination entry point provided in VP-CWIUSPS-T29-2(b) use the 

nontransportation cost avoidances estimated in LR-H-l 11 and billing determinant volumes 

and weights by entry point to deaverage the cost of an average ECR piec’e. It is not 

possible to calculate the cost of an ECR piece by entry point directly using a “bottom up’ 

CRA analysis. 
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VP-CWAJSPS-T29-5. Please refer t0 USPS-29C, p. 6. The data in columns 2 and 10 
of that exhibit are abstracted below, and the “other” unit costs have been calculated 
from these data. 

Regular 
ECR 
Total 

Volume 
PI 

34359,010 
32,424,240 
66,783.250 

Total ‘Oth,er” 
‘Other” Costs Unit Costs 

[lOI [Ill 
274,917 0.7!398 
163,433 0.5040 
438,250 0.6:562 

a. Please explain fully why you computed and used (see p.3 of USPS-29C) the 
average “other” unit costs for all Standard A mail (0.6252) rather than compute 
separately and use .7998 cents for the Regular rate categories and 0.5040 cents for the 
ECR rate categories. 
b. In you view, would it be appropriate to describe “other” costs as non-model 
costs? Please explain why or why not. 
C. Please describe all major activities or functions that comprise these ‘other” costs. 
Do any of these ‘othef costs have MODS functions associated with them? 

d. What effort did you make to ascertain whether some of the “other” unit costs vary 
In proportion either mail processing, delivery or transportation costs? Please explain 
your rationale for making an equal adjustment to the unit costs shown on p.3 of USPS- 
29C. rather than a proportional adjustment. 

RESPONSE: 

a. The purpose of Exhibit USPS-29C. page 3 is to compare the costs of pieces 

before and after they migrate form ECR basic to Automation 5-Digit. Since they are the 

same pieces, it seems unlikely that “other costs” would change significantly. Therefore, 

average ‘other” costs have been used. Mail processing and delivery costs for those 

pieces that migrate are different, however. 

b. No. The term “non-model costs” refers to difference between CRA maW 

prvcessing cost? and costs estimated by the mail flow models. I use the term ‘CRA 

adjustmenr in this docket to refer to the process of reconciling CRA mai’l processing 

costs and the costs estimated by the mailflow models. ‘Other” costs are not mail 
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processing costs. 

C. ‘Other” costs are the costs of all activities that are neither mail processing, 

delivery or transportation. MODS functions apply to mail processing costs and 

therefore would not apply to ‘Other” costs. Please see my response to VPCWRISPS- 

T29-2(c) for a discussion of what is included in ‘Other” costs. 

d. “Other” costs were not used in determining discounts because the Commission 

has traditionally used only mail processing and delivery costs for this purpose. No 

attempt to ascertain proportionality was performed. “Other” costs were calculated 

because a total cost figure was required for the final adjustment described by witness 

Moeller (USPS-T-36 at 47). 
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witness Daniel states 

Those costs identified as worksharing-related are applied to mo’deled cost 
proportionately (proportional column); non-worksharing related costs are applied 
as constants to modeled costs (fixed column). This testimony determines that 
the letter cost pool activities that are in the mailflow or bundle sorting models, 
such as “mods bcsl,” ‘manl, ‘mods ocr/,” ‘spbs Oth,” etc., are worksharing- 
related and are related to the modeled costs proportionately. 

If letter pool cost pool activities are already “in the mailfiow or bundle sorting models,” 
why is any proportional adjustment necessary? Please discuss in detail. 

. RESPQNSE: 

Mail flow models are simplifications of reality and use inputs that are sometimes not : 

class specific (such as MODS productiiities). Because of this, the costs calculated by 

mail flow models may not necessarily be equal to the cost of the same activities as 

measured in the CW. Insofar as modeled costs do not match comparable CM costs, 

proportional and fixed adjustments are used to reconcile the two. 
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2. On page 85, witness Bernstein (USPS-T-31) notes: “A key assumption of 
the price calculation is that when a piece of mail shifts from single-piece to 
workshare, the postal marginal cost of that mail falls from the single-piece 
marginal cost of $0.2324 to the workshare marginal cost of $0.0991, thereby 
saving the Postal Service . . . $0.1333 per piece.’ Please provide any evidence 
available supporting the position that the savings to the Postal Service for likely- 
workshared mail that may become workshared is in the neighborhood of 13.33 
cents per piece and, separately, supporting the position that the relevant savings 
is not in the neighborhood of the current G-cent discount level (the latter figure 
being discussed on page 81). 

Response (Partial): 

Witness Bernstein is also responding in part to this question. 

The mail processing and delivery cost for bulk metered letters is 14.73 cents 

(see my exhibit USPS29C, page 1, footnote 5). We do not have thle remainder 

of the volume variable costs (non-mail processing and delivery) specifically for 

bulk metered letters. These non-mail processing and delivery unit Costs are 

1.30 cents’ and 3.88 cents’ for First-Class presort and non-presort respectively. 

’ The First-Class presort non-mail processing and delivery unit cost (I.30 cent+, is the difference between, 
9.80 and 8.51 cents. The 9.80 dents is tbe total volmne variable unit msl for First-Class presort (without 
contingency) calculated from exhibit USPS-ISE. page 7. total volume variable costs of 4.069.545 and 
exhibit USPS-15G. page 15 total volumes of 41.506.989. The 8.51 cents is the volume wriable unit costs 
for m&l processing and delivery cosu (including piggyback or indirti costs) for Fii-Class presort. This 
is calculated by summing the mail processing CON including piggyback costs (1.236.653 times 1.60350). 
the city carrier costs including pig@ack costs (909,275 times 1.32005) and the no-al canicr costs 
including p&back costs (290,187 times 1.19693) and dividing by total volumes of41.506.989. The 
volume variable mail processing. city carrier and nral carrier costs are from exhibit USPS-15E. pages 19. 
1. and 3 respectively. The corresponding piggyback factors arc from USPS LR-H-77. pges 41.87. and 
138. 
a The First-Class non- presort non-mail processing and delivery unit cost, 3.88 cents. is the di&rcnce 
between, 23.00 and 19.12 cents. The 23.00 cents is lhe total volume variable unit cost for First-Class non- 

presort (aithout contingency) calculated from exhibit USPS-15E. page 7, total volume variable CON of 
12.506.161 and exhibit USPS-15G. page 15 total volmncs of54.394.309. The 19.12 cents is the volume 
variable unit costs for mail processing and delivery oxts (including piback or indira. costs) for First- 
Class non-presort, which are 14.11 and 5.00 cents. respectively. The mail proassing volume variable 
unit costs, 14.11 cents. is calculated from 4.899.428 times 1.56702 divided by total volume. 54.394.309. 
The volume variable mail processing costs are from exhibit USPS-I5E. page 19. and the ,pigg@ck factor 

is from USPS L.R-H-77, page 41. The delivery unit cost, 5.00 cents, is fioom USPS-29C. page 1. - 
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If the cost characteristics of bulk metered letters with respect to functions other 

than mail processing and delivery are more like presort mail, the total cost per 

piece would be 14.73 cents plus 1.30 cents, or 16.03 cents. Conversely, if bulk 

metered letters are more like non-presort mail in these respects, the total would 

be 14.73 cents plus 3.66 cents, or 18.61 cents. Thus, when the contingency is 

added, it would appear the volume variable unit costs for bulk metcwed letters lie 

somewhere between 16.19 cents and 16.79 cents. 
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POIR No. 3, Question 20. Witness Moeller adds mail processing unit costs and 
delivery unit cost by rate category to develop cost savings for presort and automation 
discounts. ‘See USPS-T-36, Workpaper 1, pages 10, 11, and 12. Witness Daniel 
supplies the letter mail processing unit costs (USPS-T-29) and witness Seckar supplies 
the flat mail processing unit costs. Witness Seckar uses two bases for computing the 
flat mail processing costs: (1) actual mail makeup; and (2) constant mail makeup. The 
actual mail makeup approach reflects cost differences resulting from worksharing and 
inherent mail characteristics. The constant mail make-up approach primarily reflects 
cost savings resulting from mailer-applied barcodes. See USPS-T-26, page 4. 
Witness Daniel, however, does not use a constant mail makeup appro,ach for letter mail 
processing unit costs, Witness Moeller uses witness Seckar’s constant mail makeup 
costs as the basis for worksharing discounts for flats. See USPS-T-36, page 19. 

Please explain why the discounts for letters do not reflect the same constant 
mail makeup basis used for fiats. Please calculate the cost savings fair letters using a 
constant makeup approach. 

RESPONSE: 

Conceptually, the reason for the constant makeup analysis in flats is that the 

presort definition for sacked barcoded flats is less stnngent, which I uniderstand may 

contribute to higher mail processing costs. The same does not hold true, however, for 

letters. The preparation and makeup requirements for Automation letters do not 

contribute to higher mail processing costs for Automation letters; rather, such 

preparation and makeup requirements contribute to additional cost savings through 

avoided bundle sorting costs. 

Some of the letter models presented in my testimony could already be analyzed 

to determine cost differences holding makeup constant. Specifically, Automation letters 

and OCR Upgradable letters in full UPGR trays in the cost models presented in my 

testimony (see Appendices I and Ill at pages 1 and 11) have the same makeup 

characteristics in that both reflect the same proportion of letters in AADC versus Mixed 

AADC full trays. 

It does not appear that further constant makeup comparisons in letters will yield 

cost differences upon which rates may be set because such comparisons would not 

reflect the avoided costs of bundle sorting and because automation and presort letter 

categories do not have parallel presort tiers as is the case for flat-rated pieces. 
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Notwithstanding, a constant makeup framework could be construcied by first applying 

the proportion of letters in AADC trays and Mixed AADCs entered as Automation Basic 

to letters entered as Basic non-OCR upgradable letters as shown in Table V below, 

Once the entry point profile of Automation is applied to non-OCR upgradable letters, 

bundle sorting costs need to be eliminated, as shown in Table Il. This results in a 

modeled cost for non,-OCR Basic letters of 10.0030 cents. The next step is to apply 

CRA adjustments to determine the average cost of presort Basic in Table I. ‘This 

results in an average cost of 8.8719 cents for Regular Presort Basic letters with the 

same proportion of full AADC and mixed AADC trays as Regular Automation Basic 

letters. This figure is approximately one-half cent lower than the “actual makeup” cost 

of 9.1407 cents for Regular Basic Presort reported in Exhibit USPS-29A revised 

1011/97. 

A constant makeup for finer presort categories is complicated by the fact that the 

Automation and Presort rate categories are not parallel in letters, as is t’he case for 

flats. Automation letters are split into three separate presort tiers: Basic, 3-Digit and 5 

Digit. By contrast, Presort letters are split into only two presort tiers: Basic and 35 

Digit. A constant makeup analysis could be constructed by assuming that all 3/5 digit 

Presort letters are presented in full 3-Digit trays. Using this assumption, Tables Ill and 

VI below show that the modeled cost of OCR upgradable letters in full 3-Digit trays is 

5.1671 cents, and the modeled cost of non-OCR upgradable letters in full 3-Digit trays 

is 8.4372 cents. After applying the original CRA adjustments, the avera,ge cost of 

Presort letters in full 3-Digit trays (under the “constant makeup” framework) is 7.8092 

cents as seen in Table I. This is compared to an “actual makeup” cost of 6.9107 cents 

for Regular 3/5Digit presort presented in Exhibit USPS-29A revised 1011197. It is 

important to keep in mind, however, that the figures calculated assuming constant 

makeup neither account for the cost savings associated with bundle sorting, nor reflect 

the cost savings associated with the composition of the 3/5Digit Presorl; rate category, 

which, unlike the 3-digit Automation tier, includes some letters sorted to the 5digit 

level. 

Similar figures for Nonprofit are presented in Tables VI through X,. 
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Development and Summary of Standard Regular Mail Processing Costs 

Ill I21 
Model Propoltional 

PI 
Fixed 

161 
Model 

Automation Basic Enhanced Canter Route’ 0.4066 46.30% 100,00% 

! RR f&&t Cost ‘Wet&ted Average = Cdumn ii] ’ Cotumn (6j 

’ Aulomation Bask Enhanced Carrier Route Model Cost is from Appendix I at page 9. 

111 Modd Unit Cost from Cost Summary Sheet in Appendix I. 

(ZZl RopuUonal Cost Pods from E#hibtt USPS-29A at page 2 &ded by RR Model Cost Weighted Average 

131 Ftted Cost Pools from Exhibit USPS-29A at page 2. 

(41 Total Unit Cost = Cohn [1] * Cohrmn ]2]+ Column 19. 

[5] DPS Percent from Cost Summary Sheet in Appendix I. 

161 Model Weighk are percenl shares of each rate category based on TY Before Rates Volume Forecast and wittk the Presort Rate categories 

accor&ng to percentages in the Mail Characteristt Study (USPS LR-H-105). 



Outgoing Primary 
Manual 
MLOCR 
RBCS Images Processed 
LMLM 
BCS-OSS 

MPBCS 

Outgoing Secondary 
Manual 
MPBCS 

ADC Disbibution 
Manual 
MLOCR 
RBCS Images Processed 

LMLM 
BCS-OSS 
MPBCS 

SCF Operations 
Manual 
MLOCR 
RBCS Images Processed 

LMLM 
BCS-OSS 
MPBCS 

Incoming Primary 
MaWal 
MLOCR 
RBCS Images Processed 
LMLM 
BCS-OSS 
MPBCS 

Incoming Secondary 

Manual MODS Sites 
Manual Non-Auto Sites 
MPBCS 
DBCS First-Pass 
DBCS Second-Pass 
CSBCS First-Pass 
CSBCS Second-Pass 
CSBCS Third-Pass 

Other 
AcceptanceNenhcation 
sol-f io P. 0. Boxes: 

DPS 
Non-DPS 

Bundle Sorting Basic 

TABLE II POIR 113 Quesbon 20 
Amachment 

Revised 10,619, 

Test Year Standard (A) Regular Non-OCR Basic Letters Cost Summary 2573 

ItI 
Mix of 

“CONSTANT MAKEUP” 

PI I31 VI 151 PI I? PI 
Pieces wage Direct Labor Piggyback Premium Operation Modeled 

Handlings per Hour Rate Cents/Piece FXtW Pay Adj, 

2,557 812 $25.445 3.1336 1.3720 -O.l31E, 
2.022 7.350 125,445 0.3462 2.0950 -0.0145’ 
1.118 816 114.919 1.8293 1.4500 -0.0768, 

143 4.985 525,445 0.5104 1.4500 -0.0214 
1,091 11.984 $25.445 0.2123 1.7190 -0.0085l 

170 0,393 525.445 0.3032 1.7190 -0.0127 

unti cost unit cost 

4.1677 1,0658 
0,7107 0,1437 

~‘j:~,:z?.f$7 0.28@0 
0.7187 0.0103 
0.3561 0~0388 
0.5084 0,0087 

416 691 $25.445 3.6823 1.3720 -0.1547 4~8975 0,2038 
409 8,393 525.445 0.3032 1.7190 a0127 0,5084 0 0208 

3,723 759 525.445 3.3524 1.3720 -0.140EI 4.4587 I,6598 
2,056 7.350 S25.445 0.3462 2.0950 -0.014:i 0.7107 0.1461 
1.137 816 $14.919 1.8293 1.4500 -0.0768 ~2.5757 0.2928 

146 4.985 525.445 0.5104 1.4500 -0.0214 0~7187 0 0105 
1.109 11.984 $25~445 0.2123 1.7190 -0~0089 0~3561 0~0395 

536 8.393 525.445 0.3032 1.7190 -0.012i 0 5084 0~0272 

3,777o 1~1027 2,919 896 525.445 2.8398 1.3720 -0.1193 

492 7,350 525.445 0.3462 2.0950 -0.014ti 

241 816 s14.919 1.8293 1.4500 -0.0768 
31 4,985 525.445 0.5104 1.4500 -0.0214 

235 11,984 $25.445 0.2123 1.7190 -0.0089 
824 8.393 525.445 0.3032 1.7190 -0.0127 

0,7107 0,035o 

:.,.:2:nsr..: .,,,. 0.~20 ,,:, 
0.7187 0 0022 
0.3561 0 0084 
0.5084 00419 

1,602 562 $25.445 4.5276 1.3720 -0.1902 
0 7,350 525.445 0.3462 2.0950 -0.014ti 

0 816 514.919 1.8293 1.4500 -0.076fl 
0 4,905 525.445 0.5104 1.4500 -0.0214 

0 11.984 $25.445 0.2123 1.7190 -0.0089 

576 8.393 525.445 0.3032 1.7190 -0.0127 

6,0217 0,9647 
0,7107 0 0000 

:::::2.537 0.0000 
0,7187 o,oooo 
0.3561 0 0000 
0~5084 0~0293 

3,525 646 $25~445 3.9389 1.3720 -0.1654 5.2387 1 8464 

3,566 1.143 525.445 2.2261 1.3720 -0.0935 2.9607 t ,0556 

914 6.633 525.445 0.3836 1.7190 -0.0161 0.6433 0.0588 

2,314 7,467 525.445 0.3408 2.4340 -0.0143 0.8151 0.1886 

2.198 7,467 $25.445 0.3408 2.4340 -0.0143 0.8151 0,1792 

520 17.124 125.445 0.1486 1.9480 -0.0062 0.2832 0,0147 

512 17.124 525.445 0.1486 1.9480 -0.0062 0.2832 0~0145 

507 17.124 $25.445 0.1486 1.9480 -0.0062 0.2832 0 0144 

10,000 

250 
715 

0 

:::’ 0.1870 0.1870 

1.4389 0~0360 2,341 $25.445 1.0868 1.3660 -0.0456 

1.171 $25.445 2.1735 1.3660 -0.091:3 2.8777 0,2058 

..i,~!!749! ,~ 0.0000,~:: 

25.90% 

Figures in Columns [1], [2]. [3], and [5] are reported in subsequent pages in this Appendix. 
ails,,.,,, [4] I _l~a~::tii~~~~~~~~~~~:~~~~~~~~~~~, 

Column [6] = Column [4] * (premium pay factor w,2 - 1) PROPORTIONAL ADJ.~~,~nu.s~~vr 

Column p] = (Column [4] * Column 151 pp~l ) + Column [6] FIXED ADJusTMENT~h,bau.~r-nr 

Column [8] = Column l7] * Column [l] -w., / 10.000 
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Test Year Standard (A) Regular Upgradable Tray 3/5-Digit Presort Letters Cost Summary 2574 

Outgoing Pnmary 
MallUal 

MLOCR 
RBCS Images Processed 

LMLM 

BCS-OSS 
MPBCS 

Outgoing Secondary 

MaflUal 
MPBCS 

AADC Disttibution 
Manual 

MLOCR 
RBCS Images Processed 

LMLM 
BCS-OSS 
MPBCS 

SCF Operations 

Ma”UCll 
MLOCR 

RBCS Images Processed 

LMLM 
BCS-OSS 
MPBCS 

Incoming Primary 

MaillId 

MLOCR 

RBCS Images Processed 

LMLM 
BCS-OSS 

MPBCS 

Incoming Secondary 
Manual MODS S,les 

Manual Non-Auto Sites 

MPBCS 
DBCS Fiist-Pass 

DBCS Second-Pass 
CSBCS First-Pass 
CSBCS Second-Pass 

CSBCS Third-Pass 

Other 
AcceptanceNenficalion 

sort IO P. 0. Boxes: 
DPS 

Non-DPS 

565 2,341 $25.445 1.0666 1.3660 -0.0456 1.4369 0.0841 

360 1.171 525.445 2.1735 1.3660 -0.0913 2.0777 0.1095 

%DPS 60.56% 

111 
Mix of 

“CONSTANT MAKEUT 

121 PI [II 151 
Pieces Wage Direct Labor Piggyback 

Handlings per Hour Rate CWlNPit?W Factor 

812 525.445 3.1336 1,372O -0.13113 
7.350 525~445 0,3462 2~0950 -0.014!5 

816 $14.919 1.6293 1.4500 -0.07613 
4,965 525.445 0~5104 1.4500 -0.0214 

11.964 $25.445 0.2123 1.7190 -0.0069 
0.393 525.445 0.3032 1.7190 -0.0127 

PI 181 
Operation Modeled 
Unil 0x1 unit cost 

4.1677 
0.7107 

;,2:575q 
0.7167 
0.3561 
0.5064 

0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 

0 691 525.445 3.6623 1.3720 -0.1547 4.0975 0.0000 
0 6,393 $25.445 0.3032 1.7190 -0.0127 0.5064 0.0000 

0 759 S25.445 3.3524 1.3720 -0.140;3 4.4587 

0 7.350 $25.445 0~3462 2.0950 -0.014.5 0~7107 
0 616 S14.919 1.8293 1.4500 -0.076~3 z2.5757: 

-0 4.905 S25~445 0.5104 1.4500 -0.021~4 0.7167 

0 11.964 $25~445 0.2123 1~7190 -0.00813 0.3561 
0 6.393 $25.445 0~3032 1~7190 -0.0127 0.5064 

~::: 

0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 

0 696 $25.445 2.6396 1.3720 -0.119,3 3.7770 
0 7,350 S25.445 0.3462 2.0950 -0.014,5 0.7107 
0 616 $14.919 1.6293 1.4500 -0.076,B ,~$2.57$I 
0 4,965 S25.445 0.5104 1.4500 -0.021.4 0~7167 
0 11.964 $25.445 0.2123 1.7190 -0.0083 0.3561 

0 6.393 S25.445 0,3032 1.7190 -0.0127 0.5064 

0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0~0000 

1.105 

9,537 

3,323 
196 

3.216 
794 

562 $25.445 

7,350 S25.445 
616 514.919 

4,965 S25.445 
11.964 $25.445 

0,393 S25.445 

4.5276 1.3720 -0.1902 
0.3462 2.0950 -0.0145 

1.6293 1.4500 -0.0768 
0.5104 1.4500 -0.0214 

0.2123 1.7190 -0.0089 
0.3032 I7190 -0.0127 

6~0217 
0.7107 

,;,I;2;njT~ 

0.7167 

0.3561 
0.5064 

0.6656 
0.6776 

~xx8555~ 
0.0141 

0.1145 
0.0404 

1,637 646 $25.445 3.9369 1.3720 -0.1654 5.2367 0.6577 

1.557 1,143 S25.445 2.2261 1.3720 -0.0935 2.9607 0.4610 

2.137 6,633 S25.445 0.3636 1~7190 -0.0161 0.6433 0.1375 

5.412 7.467 S25.445 0.3406 2.4340 -0.0143 0.6151 0.4411 

5.141 7.467 525.445 0.3406 2.4340 -0.0143 0.6151 0.4191 

1.216 17.124 525.445 0:1466 1.9460 -0.0062 0.2632 0.0344 

1.196 17,124 $25.445 0.1466 1.9460 -0.0062 0.2632 0.0339 

1.166 17.124 1625.445 0 1466 1.9460 -0.0062 0.2632 0.0336 

10,000 

161 
Premium 
Pay Adj 

Figures in Columns [l]. [Z). 131. and [5] are reported in subsequent pages in this Appendix. 
Co,um” [41 = ~~~~~~ilii”~~“; 

.,...,.,............. ~~ *a 
Column [6] = Column [4] * (premium pay factor ww ,) - 1) 

Column [7] = (Column [4] * Column [5] po, ,I ] + Column [6] 

Column [B] = Column r] *Column [l] Mlm 110,000 I;:;:,“::,, COST, 

FIXED ADJUSTMENT~.k,b. “,r,.mr ;;;,J.~Z 

:; i. 621131 



TABLE IV 

Test Year Standard (A) Regular Non-OCR 3/5-Digit Presort Letters Cost Summary 

“CONSTANT MAKEUP 

POlR #3 Question 20 
Atttachment 

Revised;;/;/;7 

Ill 121 
Mix Of Pieces 

Handlings per Hour 

PI 
wage 
Rate 

612 $25.445 
7.350 525.445 

616 $14.919 
4.985 525.445 

11.984 525.445 
8,393 $25.445 

Outgoing Primary 
ManWdl 
MLOCR 
RBCS Images Processed 
LMLM 
BCS-OSS 
MPBCS 

Outgoing Secondary 
MWWal 
MPBCS 

ADC Distribtion 
hb”UFil 
MLOCR 
RBCS Images Processed 

LMLM 
BCS-OSS 
MPBCS 

SCF Operations 
Manual 
MLOCR 
RBCS Images Processed 
LMLM 
BCS-OSS 
MPBCS 

Incoming Ptimary 
ManlJal 
MLOCR 
RBCS Images Processed 
LMLM 
BCS-oss 
MPBCS 

Incoming Secondary 
Manual MODS Siies 
Manual Non-Auto Sites 
MPBCS 
DBCS First-Pass 
DBCS Second-Pass 
CSBCS First-Pass 
CSBCS Second-Pass 
CSBCS Third-Pass 

0lher 
AcceotanccNctiation 
s0ff i0 P. 0. 60~0s: 

DPS 
Non-DPS 

Bundle Sorting Basic 

%DPS 

I4 151 PI m PI 
Direct Labor Piggyback Premium Operation Modeled 
Cents/Piece Factor Pay Adj Unit cost Unit cm, 

3.1336 1.3720 -0.1316 4.1677 0 0000 
0.3462 2.0950 -0.0145 0.7107 0 0000 
1.8293 1.4500 -0.07fi8 z;;‘,‘:2:nx 0.0000 ,,,, 
0.5104 1.4500 -0.02’14 0.7187 0 0000 
0.2123 1.7190 -0.ooil9 0.3561 0~0000 
0.3032 1.7190 -0.0127 0.5084 0.0000 

0 691 525.445 3.6623 1.3720 -0.1547 4.8975 0~0000 
0 8.393 525.445 0.3032 1.7190 -0.0127 0.5084 o.ooon 

0 759 525.445 3.3524 1.3720 -0.1406 4.4587 o,oooo 
0 7.350 525.445 0.3462 2.0950 -0.0145 0.7107 0.0000 

.O 616 $14.919 1.8293 1.4500 -0.07fi.3 .,.,., zn5K 0~0000 
0 4,985 125.445 0.5104 1.4500 -0~02’14 0,7187 0~0000 
0 11.984 125~445 0.2123 1.7190 -0.OOfl9 0 3561 0.0000 
0 8.393 525.445 0.3032 1.7190 -0.0127 0.5084 0.0000 

0 896 525.445 2.8398 1.3720 -0.1193 3.7770 0.0000 
0 7.350 525.445 0.3462 2.0950 -0.0145 0,7107 0~0000 
0 616 514.919 1.8293 1.4500 -0.0766 y:, ?.qjy o.qooo 
0 4,985 $25.445 0.5104 1.4500 -0.02’14 0.7187 0.0000 

0 11.984 $25.445 0.2123 1.7190 -0.oofl9 0,3561 0~0000 
0 6.393 $25.445 0.3032 1.7190 -0.0127 0.5084 0~0000 

6,213 562 525.445 4.5276 1.3720 -0.1902 6.0217 3~7412 
4,301 7.350 $25.445 0.3462 2.0950 -0.0145 0.7107 0.3057 
1.891 616 $14.919 1.6293 1.4500 -0.07fi6 ::.!,2:!j-?+y y :g.+371 ~:~:: 

300 4.985 525.445 0.5104 1.4500 -0.0214 0.7167 0,0215 

1,625 11.964 125.445 0.2123 1.7190 -0.0089 0.3561 0 0650 

538 8.393 125.445 0.3032 1.7190 -0.0127 0.5084 0 0273 

3.606 646 525.445 3.9389 1.3720 -0.16!;4 5.2367 1.8889 

3,404 1,143 $25.445 2.2261 1.3720 -0.0935 2.9607 1.0314 

914 6,633 $25.445 0.3836 1.7190 -0.0161 0.6433 0.0566 

.2,315 7,467 $25.445 0.3406 2~4340 -0.0143 0.6151 0.1867 

2.199 7,467 525.445 0.3406 2.4340 -0.0143 0.6151 0~1792 

520 17,124 t25.445 0.1466 1.9480 -0.0062 0.2632 0.0147 

512 17.124 525.445 0.1466 1.9480 -0.0062 0.2632 0.0145 

507 17.124 $25.445 0.1466 1.9460 -0.0062 0.2632 0.0144 

10.000 

250 
715 

0 

2,341 525.445 1.0868 1.3660 

1,171 525.445 2.1735 1.3660 
-0.04!56 1.4389 0.0360 
-0.09’13 2.8777 0.2058 

:z; ~,i8.less:“:iii::i- f~~~$j~~; ii_: 

25.91% 

Figurcsh Columns 11). [Z]. ]3]. and [5] are reported in subsequent pages in *is Appendix. 
Col”mn [4l = ~~~s~~~~~~~~~~~~~~~~~~~~~~~ 

Column [6] = Column [4] * (premium pay factor w,2 - 1) 

Column p] = (Column [4] * Column [5] w,2 ) + Column [S] 

Column [a] = Column p] * Column [l] mw I 10,000 



TABLE V POIR #3 Question 20 

Atttachment 
Revised 1016197 

2576 
Standard (A) Regular Entry Point Profile 

“CONSTANT MAKEUP 

i 5.87% Automation And Upgradable Trays (no bundles) 
Basic 32.57% 315 67.43% 

% x 
OP 43.91% 0.00% 

AADC 44.65% 0.00% 

SCF 11.44% 0.00% 

IP 0.00% 100.00% 

IS(IP-QCR) 0.00% 0.00% 
IS 0.00% 0.00% 

Total 100.00% 100.00% 

36.12% Non-DCR Trays (bundles) but does not fail Upgradable criteria 
Basic 40.62% 3/s 59.30% 

Q/o % 
OP 50.72% 0.00% 

ADC 25.23% 0.00% 

SCF 6.47% 0.00% 

IP 12.69% 46.42% 

IS(IP-OCR) 3.96% 43.55% 
IS 0.73% 6.03% 

Total 100.00% 100.00% 

46.00% Non-OCR Trays (bundles) and fails Upgradable criteria 
Basic 40.62% 315 59.38% 

% Q/o 
OP 43.91% 0.00% 

ADC 44.65% 0.00% 

SCF 11.44% 0.00% 

IP 0.00% 100.00% 

IS(IP-OCR) 0.00% 0.00% 

IS 0.00% 0.00% 

Total 100.00% 100.00% 

% Machinable 44.40% 44.40% 

This table uses tables Cl and C2 on page 37 of this appendix in performing 

calculations. For methodoiogy,.see Appendix IV of USPS-T-5 in Docket No. MC96-2. 



NP MODEL COST WEIGHTED AVERAGE’ ,,5.3064 

Proportional Cost Pools (- n ;::::,osss :! 
CRA Pmportional Adjustment ;: YO,81,3~‘, 

CRA Fmed Adjustment (w I) ygjy&g 

Automation Basic NECR’ 0.3085 52.90% 

’ NP Model Cost Weighted Average = Column [1] * Column [6] 

’ Automation Basic NECR Model Cost k from Appendix III at page 9. 
[l] Model Unit Cost from Cost Summary Sheets in Appendix III. 
(2) Proportional Cost Pook from Exhibit USPS-29B at page 2 divided by NP Model Cost Weighted Average 
[3] Fixed Cost Pook from Exhibii USPS-298 at page 2. 
[4] Total Unit Cost = Column [l] * Column [2] + Column 131. 
]5] DPS Percentages from Cost Summary Sheets in Appendix Ill, 
(61 Model Weights are percent shares of each rate category based on TY Before Rates Volume Forecast and within the Presort Rate categories 

according to percentages in the Mail Characterisitics Study (USPS LR-H-195). 

100.00% 



TABLE VII POIR m Question20 
Anachmenl 

Rewed 1016197 

TestYearStandard(A)NonproMNon-OCR Upgradable BasicLetterr Cast Sumlnary 2578 

Outgoing Primary 
MalW*l 
MLOCR 
RBCSlmagesProcessed 

LMLM 
BCS-oss 
MPBCS 

Outgoing Secondary 
Manual 
MPBCS 

ADC Distribtion 
Manual 
MLOCR 
RBCSlmagesProcessed 

LMLM 
acs-ass 
MPBCS 

SCF Operations 
Manual 
MLOCR 
RBCSlmagesProcessed 
LMLM 
BCS-oss 
MPBCS 

IncomingPrimary 
MalW.4 
MLOCR 
RBCSlmagesProcessed 
LMLM 
BCS-oss 
MPBCS 

incoming Secondary 
Manual Ail sacs 
Manual MODS Sk 
MPBCS 
DBCS Frst-Pass 
DBCS Second-Pass 
CSECS First-Pass 
CSECSSecond-Pass 
CSBCSThird-Pass 

Other 
AcceptanceNeimcaSion 
sort IO P. 0. L3oxes: 

DPS 
Non-DPS 

Bundle Sorting Basic 

%DPS 

111 
Mixaf 

*CONSTANTMAi(E-UP.. 

I? 131 I41 I51 
Pieces Wage Direct Labor Piggyback 

Handlings per Hour Rate Cents/Piece 

3.195 
1,751 

968 
124 
945 
147 

612 1125,445 
7,350 525.445 

616 514.919 
4.985 525,445 

11.984 525.445 
8.393 $25.445 

3,1336 1.372 -0,1316 
0~3462 2~095 -0.0145 
1.8293 1.450 -0.0766 
0.5104 1.450 -0~0214 
0.2123 1.719 -0.0069 
0,3032 1.719 -0.0127 

m PI 
Operation Modeled 
Unit cost unrl cost 

4.1677 1332 
0~7107 0124 
,2.5751,~~ ':~~~ 0.249 
0.7167 0~009 
0.3561 0,034 
0.5064 0007 

512 691 S25~445 3.6623 1.372 -0.1547 4~6975 0251 
355 0.393 $25.445 0.3032 1.719 -0.0127 0.5064 0.018 

4,166 
1,520 

841 
106 
620 
437 

759 525.445 3.3524 1.372 -0.1406 
7,350 $25.445 0.3462 2.095 -0.0145 

816 514,919 1.8293 1~450 -0.0766 
4.965 $25,445 0.5104 1.450 -0.0214 

11,964 $25.445 0.2123 1.719 -0.0089 
8,393 $25,445 0.3032 1.719 -0.0127 

4~4587 1~657 
0.7107 0,106 

.-~2.5757 0.217 
0.7167 0 006 
0,3561 0,029 
0,5064 0~022 

3,250 896 $25445 2.8398 1.372 -0,1193 3.7770 1.226 
365 7,350 525.445 0.3462 2.095 -0.0145 0.7107 0.026 
180 616 $14.919 1~6293 1.450 -0.0766 '~,2.57577:",": 61046 

23 4,985 $25.445 0~5104 1.450 -0.0214 0.7167 0,002 

176 11.984 $25.445 0~2123 1.719 -0.0069 0.3561 0.006 
667 8,393 $25.445 0~3032 1.719 -0.0127 0.5064 0,034 

1.821 
0 
0 
0 
0 

470 

562 $25,445 4.5276 1.372 -0.1902 
7,350 $25,445 0.3462 2.095 -0.0145 

816 514,919 1~6293 1.450 -0.0766 
4,965 $25445 0.5104 1.450 -0.0214 

11.964 525.445 0.2123 1.719 -0.0069 
8.393 525.445 0.3032 1.719 -0.0127 

6.0217 1.097 
0.7107 0.000 

::x5757 '0.000 
0.7167 0.000 
0.3561 0.000 
0.5064 0~024 

4.601 646 S25~445 3.9389 1.372 -0.1654 5.2307 2~410 

3,546 1,143 $25445 2.2261 1.372 -0.0935 2.9607 1.050 

723 6,633 $25.445 0.3636 1.719 -0.0161 0.6433 0,047 

1,672 7,467 525.445 0.3406 2.434 -0.0143 0.6151 0.153 

1.779 7,467 $25.445 0~3406 2.434 -0.0143 0.6151 0.145 

421 17.124 $25.445 0,1466 1.948 -0.0062 0.2632 0.012 

414 17.124 $25.445 0,1466 1.940 -0.0062 0.2632 0,012 

410 17.124 525.445 0.1466 1.948 -0.0062 0.2832 0012 

10,000 

169 
636 

0 

2.341 $25.445 1.0666 1.366 
1,171 $25.445 2.1735 1.366 

i~10.27~?,~:. :, 0.270’ 

-0.045644 1.4389 0.024 
4.091287 2.8777 0.164 

::i:ii8:~2.:~~::,~:,::~ 
,. ,..,.. ~:::O.DOO 

20.96% 

Facl0r 

161 
Premium 
Pay Adj. 

Cokmn[8]= Column [7]'Column [l],na I 10.000 :OST "'9.4956 I 



TABLE VIII POIR 113 Question 20 

Attachment 
Revised 1016197 

Test Year Standard (A) Nonprofit Upgradable Tray 3/5-Digft Presort Letters Cost :Summary 

“CONSTANT MAKEUP” 

2579 

Outgoing Pnmary 

Ma”UFll 
MLOCR 
RBCS Images Processed 

LMLM 
BCS-OSS 

MPBCS 

Outgoing Secondary 

Ma”Ud 
MPBCS 

AADC Distribution 
Manual 

MLOCR 
RBCS Images Processed 

LMLM 
BCS-OSS 
MPBCS 

SCF Operations 
Ma”Ual 

MLOCR 
RBCS Images Processed 

LMLM 
BCS-OSS 
MPBCS 

Incoming Primary 
Manual 

MLOCR 
RBCS Images Processed 

LMLM 
BCS-OSS 

MPBCS 

1.068 562 S25.445 4.5276 1.372 -0.1902 6,0217 

9.566 7.350 S25.445 0.3462 2.095 -0.0145 0.7107 

3,358 816 514.919 1.8293 1.450 -0.0768 ;;~2.q?q 

198 4.985 525.445 0.5104 1.450 -0.0214 0.7187 

3.250 11.984 S25.445 0.2123 1.719 -0~0089 0.3561 
798 8,393 S25.445 0.3032 1.719 -0.0127 0.5084 

Incoming Secondary 
Manual MODS Sites 
Manual Non-Auto Sties 

MPBCS 
DBCS First-Pass 
DBCS Second-Pass 
CSBCS First-Pass 

CSBCS Second-Pass 
CSBCS Third-Pass 

1,641 646 S25.445 3.9389 1.372 -0.1654 5.2307 0.8596 
1,453 1.143 525.445 2.2261 1.372 -0.0935 2~9607 0.4302 

2.135 6,633 225.445 0.3836 1.719 -0.0161 0.6433 0.1374 

5,525 7,467 S25.445 0.3408 2.434 -0.0143 0,8151 0,4504 

5,249 7,467 S25.445 0.3408 2.434 -0.0143 0.8151 0.4279 
1.242 17,124 S25.445 0.1486 1.948 -0.0062 0~2832 0.0352 

1.223 17.124 S25.445 0.1486 1.948 -0.0062 0.2832 0~0346 
1,211 17.124 525.445 0.1486 1.948 -0.0062 0.2832 0.0343 

Other 
AcceptanceAfenficatio” 

sort IO P. 0. Boxes: 
DPS 
Non-DPS 

10,000 

499 2.341 S25.445 1.0868 1.366 -0.0456 1.4389 00718 

308 1.171 525.445 2.1735 1.366 -0.0913 2.0777 0.0886 

XDPS 61.85% 

111 
Mix of 

121 
Pieces 

Handlings per Hour 

PI 14 El 
Waae 
Ra; 

Direct Labor Piggyback 
Ce”kFiEXe ! Factor 

812 S25.445 
7,350 S25.445 

816 S14.919 
4.985 525.445 

11.984 S25.445 
8.393 S25.445 

3.1336 1.372 -0.1316 
0.3462 2.095 -0.0145 
1.8293 1.450 -0.07613 
0.5104 1.450 -0.0214 
0.2123 1.719 -0.008!3 

0.3032 1.719 -0.012’7 

4.1677 
0~7107 

:x.5757, 
0.7187 

0 3561 
0.5084 

,... 

o,oooo 
0~0000 

0.0000 
0.0000 
0.0000 
0.0000 

0 691 $25.445 3.6823 1.372 -0.1547 4.8975 0.0000 
0 8,393 S25.445 0.3032 1.719 -0.012’7 0~5084 0.0000 

759 S25,445 3.3524 1.372 -0.140;3 4.4587 
7,350 S25.445 0.3462 2.095 -0,014,5 0~7107 

816 S14.919 1.8293 1.450 -0.076,9 ‘:::2.5757~ 
4,985 S25.445 0,5104 1.450 -0.021,6 0.7187 

11.984 S25.445 0.2123 1.719 -0.008’3 0.3561 
8.393 $25.445 0,3032 1.719 -0.0127 0.5084 

0.0000 

0~0000 
0.0000 
o,oooo 

0.0000 
0.0000 

896 525.445 2.8398 1.372 -0.1193 3.7770 
7,350 225.445 0.3462 2.095 -0.0145 0.7107 

816 514.919 1.8293 1.450 -0.0769 :,;~2.5777~ 

4,905 S25.445 0.5104 1.450 -0.0214 0.7187 
11.984 S25.445 0.2123 1.719 -0.0089 0.3561 

8,393 S25.445 0.3032 1.719 -0.0127 0.5084 

0.0000 

0.0000 
0.0000 

0~0000 
0.0000 

0.0000 

.,,. 

0.6429 
0.6799 .,~, 

:~:~c:g+lJl :I~, 
0.0142 

0.1157 
0~0406 

,,~ 

161 m PI 
Premium operation Modeled 
Pay Adi Unil cost Unit Cost 

Column [6] = Column [4] * (premium pay factor p9.,1 - 1) PROPORTlONAL ADJ.wn,bn”,~>,,s 

Column p] = (Column [4] * Column 151 wD.,2 ) + Column [6] 

Column [8] = Column p] * Column [l] Mlti I 10.000 



TABLE IX POIR tt3 auesbon 20 

Attachment 
Revised 1016197 

Test Year Standard 1Al Nonmom Non-OCR Lhradable 3/5-Diait Presort Letters Cost SUmmary 2580 

Oulgoing Primary 
hb”Ud 

MLOCR 
RBCS Images Processed 
LMLM 
BCS-oss 
MPBCS 

Outgoing Secondary 

Manual 
MPBCS 

ADC Distribution 
MaWal 

MLOCR 
RBCS Images Processed 

LMLM 
BCS-OSS. 
MPBCS 

SCF Operations 
Manual 
MLOCR 
RBCS Images Processed 

LMLM 
BCS-OSS 
MPBCS 

Incoming Primary 

Manual 
MLOCR 
RBCS images Processed 

LMLM 
BCS-OSS 
MPBCS 

Incoming Secondary 
Manual MODS Siies 
Manual Non-Auto Sites 
MPBCS 
DBCS First-Pass 
DBCS Second-Pass 
CSBCS First-Pass 
CSBCS Second-Pass 
CSBCS Third-Pass 

Other 
AcceptanceNenfication 
sort to P. 0. Boxes: 

DPS 170 

Non-DPS 637 

Bundle Sorting Basic 0 

%DPS 21.05% 

PI 
Mix of 

Handlings per Hour 

131 141 Pl 
Wage 
Rate 

Direct Labor Piggyback 
Cents/Piece Factor 

0 812 525.445 3.1336 1 372 -0.1316 4.1677 0 0000 
0 7,350 525.445 0~3462 2 095 -0.0145 0.7107 0.0000 
0 816 S14~919 1.8293 1.450 -0.0766 :;:::2,5757 0~0000 
0 4,905 525.445 0.5104 1.450 -0.0214 0,7187 o,oooo 
0 11,984 S25.445 0.2123 1.719 -c.O089 0.3561 0~0000 
0 8,393 525.445 0.3032 1.719 -0.0127 0.5084 0.0000 

0 691 $25,445 3~6623 1.372 -0.1547 4.0975 o,oooo 
0 8.393 S25.445 0.3032 1.719 -0.0127 0.5064 0.0000 

0 759 S25.445 3.3524 1.372 -0.1406 4.4567 0.0000 
0 7,350 $25.445 0.3462 2.095 -0.0145 0.7107 0.0000 
0 616 $14.919 1.8293 1.450 -0.0766 

.,~~:~2:5757~~~~ 
o,oooo 

0 4.985 $25,445 0,5104 1,450 -0.0214 0.7167 0.0000 
0 11,984 525,445 0,2123 1719 -0.0089 0.3561 o,oooo 
0 8,393 S25.445 0,3032 1.719 -0.0127 0.5064 0~0000 

0 896 $25.445 2.8398 1.372 -0.1193 3.7770 0.0000 
0 7,350 525.445 0,3462 2.095 -0.0145 0.7107 0~0000 
0 816 $14.919 1 ,a293 1,450 -0.0768 j~:~~:‘:$~...:..:: 0.0000 
0 4.985 1625.445 0.5104 1.450 -0.0214 0.7167 0.0000 
0 11.984 $25.445 0.2123 1,719 -0.0089 0,3561 0~0000 
0 8.393 $25.445 0.3032 1.719 -0.0127 0.5064 0.0000 

6.973 562 $25445 4,5276 1.372 -0.1902 6.0217 4,199l 

3.431 7.350 ‘$25 445 0~3462 2.095 -0.0145 0.7107 0,2438 

1,519 616 $14,919 1.8293 1.450 -0.0766 :.:;2575? ~0.3913 .,,, 
241 4,985 $25.445 0.5104 1.450 -0.0214 0,7167 0.0173 

1,467 11,984 $25.445 0.2123 1.719 -0.0089 0.3561 0~0522 

431 0.393 525.445 0.3032 1.719 -0.0127 0.5064 0.0219 

4,397 646 $25.445 3.9389 1.372 -0.1654 5.2307 2 3034 

3,253 1,143 $25.445 2.2261 1,372 -0.0935 2.9607 0.9632 

726 6,633 $25~445 0.3836 1.719 -0.0161 0.6433 0,0467 

. 1.880 7,467 $25.445 0.3408 2.434 -0.0143 0.6151 0.1532 

1.766 7,467 $25.445 0.3406 2.434 -0.0143 0.6151 0.1456 

423 17.124 $25.445 0.1486 1.948 -0.0062 0.2832 0.0120 

416 17,124 $25.445 0.1466 1.948 -0.0062 0.2832 0 0118 

412 17,124 525.445 0.1466 1.948 -0.0062 0.2832 0~0117 

10.000 

2,341 525.445 1.0668 1.366 
1.171 S25.445 2.1735 1.366 

-0.0456 1.4389 0,0244 
4.0913 2.0777 0,1634 

?;:::q~gz$ ::;;::::,‘,&oupo ~~,; 

I*1 l-4 181 
Premium Operation Modeled 
Pay Adj. Unit cost Unit cost 

Figures in Columns [l]. [2]. [3], and 1-51 are reported in subsequent pages i” this APPendh. 
::,~~,.,~ ..~ ,,.. .,.. :..::,, 

Column [4] = ~Wjdiimn VI r.29 42 
< 6okrmniji,~iool-i--i,:~ 

Column [6] = Column [4] * (premium pay factor pw ,> - 1) PROPORTIONAL ADJI.,,,,,urrs.nm Od*l3,~ 

Column 171 = (Column [4] * Column 151 wm,2) + Column [6] 

column [B] = Column pl * Column [I] Mt*r I 10,000 



TABLE X POIR #3 Question 20 

Attachment 
Revised 1016197 

‘Standard (A) Nonprofit Entry Point Profile 
“CONSTANT MAKE-UP” 

13.95% Automation And Upgradable Trays (no bundles) 
Basic 52.93% 315 47.07% 

# % 
OP 47.03% 0.00% 

AADC 41.53% 0.00% 

SCF 10.64% 0.00% 

IP 0.00% 100.00% 

IS(IP-DCR) 0.00% 0.00% 
IS 0.00% 0.00% 

Total 100.00% 100.00% 

2581 

25.20% Non-OCR Trays (bundles) but does not fail Upgradable criteria 
Basic 40.94% 315 59.06% 

% % 
OP 66.09% 0.00% 

ADC 19.16% 0.00% 

SCF 4.91% 0.00% 

IP 7.67% 49.06% 

IS(IP-DCR) 1.85% 42.65% 
IS 0.31% 7.20% 

Total 100.00% 100.00% 

60.64% Non-OCR Trays (bundles) and fails Upgradable criteria 

Basic 40.94% Xi 59.06% 

% % 

OP 47.63% 0.00% 

ADC 41.53% 0.00% 

SCF 10.64% 0.00% 

IP 0.00% .100.00% 

IS(IP-DCR) . 0.00% 0.00% 

IS 0.00% 0.00% 

Total 100.00% 100.00% 

% Machinable 35.30% 35.30% 

These tables use tables Cl and C2 on page 37 of this appendix in petforming 

calculations. For methodology, see Appendix IV of USPS-T-5 in Docket No. MC96-2. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

CHAIRMAN GLEIMAN: Does any participant have 

additional designated written cross examinati'on? 

Mr. McKeever? 

MR. McKEEVER: Mr. Chairman, can I ~just have 

half-a-minute to see whether one recently arrived answer is 

in that packet or not. I don't want to add i.t if it's 

already there. It will take me 30 seconds. 

CHAIRMAN GLEIMAN: Certainly. 

THE WITNESS: DMA-2 is not in there, if that's 

what you're looking for, DMA-2. 

CHAIRMAN GLEIMAN: We're off the record. 

[Discussion off the record.] 

MR. McKEEVER: Mr. Chairman, we do not have 

anything 'to add. 

CHAIRMAN GLEIMAN: Thank you, sir. 

Mr. Corcoran. 

MR. CORCORAN: I have nothing to add to the pile. 

I just have a clarifying question with respect to -- to 

whether or not the package reflects corrections to her 

testimony, as well. 

The reference I have is to a MASA, M-A-S-A, UPS -- 

excuse me -- USPS-T-29-1, which -- I'm not sure it was 

updated. 

CHAIRMAN GLEIMAN: Well, if I understand, you're 

asking me about -- are you asking me about a response to an 

. 
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interrogatory from MASA that this witness responded to? 

MR. CORCOFAN: Correct. It was designated -- 

CHAIRMAN GLEIMAN: My assumption is that the 

materials that are in the package include revisions to 

previously provided answers. 

MR. CORCORAN: Well, that's' fine. We -- we 

haven't received them, but that's fine. 

CHAIRMAN GLEIMAN: I -- now I'm confused. YOU 

haven't received -- 

MR. CORCORAN: No, I haven't received any updates, 

any -- any corrections. 

MR. THOMAS: Mr. Chairman, the most recent packet 

-- I picked it up off the table this morning, this one that 

contains revised answers to 19 interrogatories, nine of 

which were propounded by the Alliance of Non-Profit Mailers, 

I've never seen before this morning, and in fact, what I was 

going to open with is a request that, on the 23rd, when this 

witness is coming back anyhow, we be allowed to examine her 

with regard to this, because I have not had a chance to even 

talk this over with the person that really designed these 

questions, and I just -- 1 got it this morning off the 

table. 

CHAIRMAN GLEIMAN: Let me -- let me make sure I 

understand what you two gentlemen are talking about. 

They're interrogatories that the organizations that you 
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represent or that you are in some way or another interested 

in have submitted interrogatories. 

If I understood what you just said, Mr. Thomas, 

these are interrogatories that you hadn't seen before they 

were submitted? 

MR. THOMAS: No, no, the answers. There have been 

revised answers. 

CHAIRMAN GLEIMAN: You have not seen the answers. 

Revised answers were filed, they have found their 

way into the package of designated written cross 

examination. 

Counsel, can you help this a bit -- a bit about 

when these were filed? 

MR. ALVERNO: Yes, Mr. Chairman. These were filed 

on October 6, 1997. For the most part, I -- I can represent 

that these changes are -- are -- those are to the number 

themselves, and so, I don't see what the complication is or 

why there's confusion, and I had those out on the table this 

morning, so -- 

MR. THOMAS: I thought this case was about 

numbers. 

CHAIRMAN GLEIMAN: Mere -- mere numbers is what 

this is all about, sir. 

MR. ALVERNO: That's -- that's understood. 

However, the testimony -- the testimony revisions themselves 
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were sent out on October lst, and I presume that counsel for 

ANM had received those previously. 

MR. THOMAS: No. 

MR. ALVERNO: And so, it should -- it should have 

come as no surprise to counsel for ANM that these changes 

would be forthcoming. It's simply a matter of trying to get 

the information organized and prepared. It does consume a 

lot of time for us. 

CHAIRMAN GLEIMAN: I -- I understand that, because 

you filed the case, that you work under a particular heavy 

burden at the front end, but other parties to this have a 

different burden that they have to bear along the way, and 

we have to try and accommodate everybody's interests. 

Let me just make -- make a -- a suggestion, and 

that is that, to the extent that you're aware of who might 

be cross examining -- and this is with -- for all Postal 

Service counsel with respect to witnesses who are going to 

appear here over the next couple of weeks -- to the extent 

that -- that you know that a party is going to cross examine 

and that there are late responses or revisions to earlier 

responses, I would respectfully request that some effort be 

made beyond just the mail, and -- and I don't mean to 

indicate anything negative about -- about the -- the mail. 

I think that some of us have some problems in our 

own mail-rooms, and I know that there was, for example, a 
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late objection filed to some -- to -- to a motion to compel 

I'm trying to piece together in my mind, but one of our 

intervenors is from California and mailed some stuff to the 

east coast, and apparently it got to the Postal Service in a 

timely manner but it didn't get up from wherever the 

mail-room in the Postal Service is to wherever the attorneys 

are in the L'Enfant Plaza headquarters building, and 

consequently, it appeared that the document was received 

late in postal headquarters when, in fact, it was just lost 

in the internal mail system. 

Perhaps there is a problem with mai:L getting out 

of the Postal Service in a timely manner, also, and I just 

bring this up as a possibility and as a basis for my 

suggesting that an effort be made to call counsel or contact 

them by fax or whatever if you're aware that.they're going 

to cross examine and'there are some late -- late issues, 

responses, or revisions to responses that they might be 

interested in. 

Mr. Thomas and Mr. Corcoran inasmuch as I would 

respectfully request to the extent that you possibly can 

that you attempt to do your cross examination including the 

revised responses that you hadn't seen before this morning. 

If you can't, then certainly in order to protect your rights 

we will enable you -- we will permit you if you deem it 

necessary for your purposes to continue your cross 
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examination on these matters on the 23rd. whe.n the witness 

is going to be back anyway, okay? 

MR. THOMAS: Thank you. I would just note, these 

are subtle changes in numbers that have to be understood and 

run through the model in a way that is going to make it 

possible for me -- 

CHAIRMAN GLEIMAN: Mr. Thomas, believe me, you 

don't have to tell me about that. I know how subtle a 

little change here and there can be. I have 'come to 

appreciate it quite a bit in the last three and a half 

years. 

Now if the Court Reporter will help me out, I 

can't remember at this point whether we actually moved -- I 

believe we did move the designated written cross 

examination, corrected version, into the reco:rd, and it is 

transcribed, and we were asking whether there was any 

additional, and Mr. McKeever -- my short-term memory is 

coming back to me now -- got to take more of .those Ginseng 

tablets -- my short term memory is improving as we go along 

and it appears that Mr. McKeever felt that he did not have 

to add the extra interrogatory, it was already in there. 

Does anybody else have any additional designated 

written cross examination for this witness? 

[No response. 1 

CHAIRMAN GLEIMAN: If not, then we are going to 
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I think it would be timely now for .anyone who has 

a motion that they want to make about when they might want 

to cross examine this witness other than the :follow up as a 

consequence of revised responses to make that motion now. 

MR. OLSON: Mr. Chairman, William O:Lson, 

representing Nashua District/Mystic/Seattle. 

I would like to renew the motion we made on Monday 

with respect to the cross examination of Witness Daniel 

concerning supplemental testimony 43 filed the last day of 

September, I believe, and which we found and the revised 

schedule circulated Monday listed today as the day for cross 

examination. 

We have been -- you know where I have been this 

week and I've been wholly unable.to prepare for cross as' 

against this witness and therefore we would ask to be put on 

for one of the available dates at the end of the period. 

CHAIRMAN GLEIMAN: And that would be with respect 

to T-43. 

MR. OLSON: Only, yes. 

CHAIRMAN GLEIMAN: I won't even think more about 

it, other than to say if I could only think of Yul Brenner's 

words that he used in "The Ten Commandments" .-- so it is and 

so it is, and I can't remember exactly how it went, but the 

words would be appropriate and the witness is returning on 
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the 23rd and certainly at that point you can cross examine 

on T-43. 

MR. TIDWELL: Mr. Chairman, does that mean I 

should dispense with my opposition to the motion? 

CHAIRMAN GLEIMAN: I think so. 

MR. TIDWELL: Okay. Just wanted to be sure. 

CHAIRMAN GLEIMAN: I would have allowed an 

objection to the motion but I had already checked when we 

were off ,the record to find out if everyone was going to be 

available that day, and I didn't hear anybody speak up to 

say that they wouldn't be, and I think in the interest of 

having as sensible a record as we can in this case that it 

is a prudent move to allow Mr. Olson to cross examine at 

that point in time. 

Seven participants had requested oral cross 

examination of the witness. I think if I understood all 

that has proceeded that we are down to five participants who 

want to cross examine now on T-29: The Alliance of 

Nonprofit Bankers -- 

MR. THOMAS: Mailers, please. 

CHAIRMAN GLEIMAN: Excuse me, Mailers. I was 

reading down to the next line. 

[Laughter.] 

MR. THOMAS: There are some nonprofit bankers but 

they are mostly in a different sort of category. 
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[Laughter. 1 

CHAIRMAN GLEIMAN: I think the Alliance of 

Nonprofit Bankers all disappeared a few years ago when we 

had another problem. 

The American Bankers Association, Edison Electric 

and National Association of Presort Mailers, Florida Gift 

Fruit Shippers, the National Federation of Nonprofits, the 

Newspaper Association of America, and United Parcel Service 

Yes? Did I leave anyone out? Does anyone else 

wish to cross examine this witness on her T-29 testimony? 

[No response.] 

CHAIRMAN GLEIMAN: Well, assuming that I have got 

the alphabet right this time, I think Alliance comes before 

American, Mr. Levy, Mr. Thomas, if you all would like to 

begin your cross examination. 

MR. THOMAS: Just one other procedural point. My 

short term memory may be failing. Has the witness in fact 

been sworn? 

CHAIRMAN GLEIMAN: I believe I swore her in. 

MR. THOMAS: With all the discussion -- 

CHAIRMAN GLEIMAN: I appreciate the help. It is 

not out of the realm of possibility given all that has 

transpired that I might forget. 

CROSS EXAMINATION 

BY MR. THOMAS: 
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Q Ms. Daniel, I want to focus on the inputs, the 

data that you have used in making your and preparing your 

testimony. 

On page 10 of your testimony there is a section 

beginning on line 3 labelled inputs. 

A Okay. 

Q I take it that the various data that are described 

there are what your testimony in this case is based on and 

depends upon? 

A My testimony depends on these inputs, that's 

correct. 

Q All right. Now there is a series of footnotes 

related to most of these various sources of data. At the 

bottom of the page, footnotes 29 through 40, all of these 

identify appendices or exhibits to your testimony as the 

source of this data, but taking these sort of one at a time, 

is it not true that the MODS data noted in Footnote 29 is in 

fact from a library reference? 

A Yes, sir. 

Q You did not prepare that library reference, did 

YOU? 

A No, sir. 

Q So are you testifying here as to the voracity and 

credibility of that information? 

A Not of that library reference. 
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Q I mean, I would ask a similar question with regard 

to downs flow densities from Appendix 3, page 41. That also 

came from a library reference, didn't it? 

A I am using the same densities that were used in 

Docket Number MC95-1 with no changes -- 

Q Okay, but -- 

A And they were on the record then. 

Q But in that case, they also came from a library 

reference, didn't they? 

A I believe so. 

Q And that was not a study that you prepared? 

A I did participate in the preparation of the 

density study. 

Q All right. You participated. Was it done under 

your supervision and direction? 

A I was not supervising it. I was doing some of the 

work. 

Q Okay. In footnote 32, there is a reference to the 

piggyback factors. I believe that although those are set 

forth, summaries of them at page 42, those also come from a 

library reference, don't they? 

A Yes, sir. 

Q Now, was that a study that you participated in? 

A No, sir. 

Q So you are not testifying as to the truth or 
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1 accuracy of that data? 

2 A NO, sir. A lot of these came up yezsterday and we 

3 offered to put up a witness, Mr. Smith. 

4 Q I understand. I am trying to find lout the basis 

5 of your testimony. 

6 A Okay. 

7 Q Again, in 33, there are volume variable 

8 productivities used in the nonprofit models. Again, 

9 Appendix 3, page 43. This also came from a library 

10 reference, did it not? 

11 A Yes, sir. 

12 Q What reference was that, do you know? 

13 A Volume variable productivities, I believe, are 

14 library reference 113. 

15 Q Now, is that a study that you conducted? 

16 A No, sir. 

17 Q Did you participate in it? 

18 A No, sir. 

19 Q So you are not testifying to the truth and 

20 accuracy of that data? 

21 A No, sir. 

22 Q And in footnote 34, there is a refe:cence to accept 

23 rates used in the nonprofit models from Appendix 3, page 40, 

24 and I believe that came from two library references, did it 

25 not? 

2593 
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1 A Yes, sir. 

2 Q Do you know which two those were? 

3 A Library reference 130 has been accepted into 

4 Witness Hatfield's testimony yesterday. 

5 Q Right. 

6 A And the other would also have been Library 

7 Reference 113. 

8 Q Now, are those studies that you conducted? 

9 A I participated in the 130 that is now in Witness 

10 Hatfield's testimony. I did not participate in Library 

11 Reference 113. 

12 Q When you say you participated, it was not done 

13 under your supervision or direction, though? 

14 A Library Reference 130 was. 

15 Q 130 was? All righty. 

16 With regard to the data that is in Library 

17 Reference H-130, is that really what I will call primary 

18 data or is that also based on tabulations of data from other 

19 sources? 

20 A That was a field study!, 

21 Q A field study. 

22 A Yes, sir. 

23 Q So information was collected from the field? 

24 A Yes, sir. 

25 Q Tabulated, combined in some fashion and then put 
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1 into Library Reference H-130? 

2 A Yes, sir. That was the one you went down the 31-K 

3 with Witness Hatfield yesterdayj, 

4 Q Right. Okay. But so the data that even appear in 

5 Library Reference H-130 are not the original numbers, they 

6 are numbers that have been consolidated or coalesced or put 

7 together in some way. Those are not prime, primary 

8 information? 

9 A I would have to check. But he may have put the 

10 original data also in the library reference. 

11 Q With regard to footnote 35, nonpr0fi.t mail 

12 characteristic studies referred to in Appendix 3 at page 36, 

13 pages 36 and 37, that also comes from a library reference? 

14 A Yes, sir. 

15 Q What library reference was that, if you know? 

16 A The nonprofit mail characteristics came from 195. 

17 The regular rate characteristics came from 105. 

18 Q Now, are either of those studies that you 

19 conducted or directed? 

20 A I directed them. They were prepared under my 

21 supervision. 

22 Q Both of those? 

23 A Yes, sir. 

24 Q All righty. 

25 Now Footnote 36 makes reference to nonprofits' 
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1 specific coverage factors at Appendix 3, pages 38 and 39? 

2 Now those are from library reference, right? 

3 A Yes, sir. Library Reference 128. 

4 Q Now is that a study that you directed or -- 

5 A No, sir. 

6 Q And you are not testifying to those numbers? 

7 A No, sir. 

8 Q All right, and in 37 -- don't worry about it -- 38 

9 involves the CRA for nonprofit mail letter processing cost 

10 pools in Exhibit USPS-29B, page 2, and that also came from a 

11 library reference, right? 

12 A Library Reference 106. 

13 Q And is that a study that you participated in or 

14 directed? 

15 A No, sir. 

16 Q So you are not testifying to those numbers? 

17 A No, sir. 

18 Q What about the nonprofit entry profile mentioned 

19 in Footnote 39, Appendix 3, page 35? 

20 A I would testify to that. That is an analysis that 

21 I massaged the mail characteristics data to calculate the 

22 entry profile. 

23 Q You massaged the data but you didn't collect the 

24 data, is that what you are testifying to? 

25 A The data was collected under my supervision. 
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Q All right. What about Footnote 40, the nonprofit 

bundle sorting model? 

A I am testifying to that. That model is Appendix 2 

of my testimony and -- or the nonprofit one is Appendix 4 

and that also uses the mail characteristics data. I did the 

analysis to produce the bundle sorting model. 

Q With regard to the data in studies that you 

conducted, and 1'11 start with the mail characteristic 

study, can you describe the sorts of checks that you engaged 

in to make sure that the data you were getting was accurate 

and complete? 

A I maintain d- contact with the contractor who was 

checking and calculating the data. 

I am not offering testimony on the mail 

characteristics library references. If need be, we will 

have to ask one of the persons who actually crunched the 

numbers to come up and talk about all the checks that were 

performed. 

If you could give me a copy of the library 

reference, I could look through it with you and point out 

the checks that were done on the data. 

Q Well, I don't have a copy of that library 

reference here. We could get one from the library but I am 

not sure that would be productive, but your testimony is at 

this point that you did not conduct those checks but that a 
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1 contractor to the Postal Service did? 

2 A Yes, sir. 

3 Q And they designed those checks and saw to it that 

4 they were made? 

5 A Yes, sir. 

6 Q Do you know what those checks were? 

7 A No, sir. I would have to look at the library 

a reference. I am sure that the computer documentation is 

9 there. 

10 Q Okay. With regard to the Library Reference H-130, 

11 now can you describe the checks that were undertaken to make 

12 sure that data was complete and accurate? 

13 A No, sir, but I believe that that is also in the 

14 library reference. Witness Hatfield could have answered 

15 that yesterday. 

16 Q~ Is that a study that was prepared by you directly 

17 or by a contractor? 

18 A By Witness Hatfield. He was crunchtng the 

19 numbers. It was under my direction. 

20 Q Okay. On page 11 of your testimony in Section B, 

21 beginning at line 11, there is a reference to some cost 

22 summaries. 

23 These summaries, is that information that was 

24 given to you in summarized form or did you collect that 

25 data? 
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A Well, that is referring to Exhibit 29-C. Some of 

those data are from my testimony, the mail processing data 

for letters. The mail processing data for flats came from 

Witness Seckar. The delivery costs came from Witness Hume. 

Q So you are only able to testify to part of the 

data in that exhibit? 

A Yes, sir. 

Q Is that the basic data itself that you testified 

or did you collect that data from some other source of 

compiled data? 

A I'm sorry, which data? 

Q The data in Exhibit 29-C, the mail processing 

costs that you referred to. I understood you to say it was 

your work. 

A The letter mail processing costs -- 

Q Yes. 

A I developed those costs. 

Q From what kind of data did you develop it? 

A From the mail flows and the cost summary sheets in 

my appendices. 

Q Was that work done under your direct. supervision? 

A Yes, sir, I did that work. 

Q Okay. All right. And you got the numbers from -- 

you didn't go out and count these processing -- I mean, you 

weren't standing there taking tallies. Somebody -- 
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2600 

Q Right. Okay. And those were done by somebody 

else and presented to you. 

A No, I -- if you want to turn to Appendix 1, page 

1 -- 

Q Urn-hum. 

A You'll see a copy of a mail flow model. On page 1 

is the cost summary sheet. 

Q Yes 

A And page 2 is the mail flow model. This is my 

work. 

Q You prepared this diagram. 

A Yes, sir. 

Q This diagram relies on data, the numbers that 

are -- where did those numbers come from? 

A A variety of sources including the library 

references that we just went through. 

Q So what you're really testifying to is the 

diagram, but not the numbers -- of your own personal 

knowledge. 

A I directly participated in the collection of some 

of these data, and other data I did not. 

Q Can you identify the numbers there on that diagram 

that are numbers that you collected versus numbers that 

somebody else collected? 
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A Well, we'd need to make the distinction between 

what was done under my supervision and what I actually 

collected and manipulated. 

Q We could -- yes, we could do 3 and then something 

that everybody else did. There would really be three 

categories then, I think. 

A If we went back to the library references that we 

just discussed -- 

Q Yes. 

A I said the mail characteristics were conducted 

under my supervision -- 

Q Right. 

A The accept rates were conducted under my 

supervision. 

Q Urn-hum. 

A Several years ago I worked on the density study. 

Q Right. 

A So those would be the ones that I would -- 

Q Okay, but -- 

A Feel some personal stake in. 

Q Okay. Looking at appendix -- USPS-T-29, Appendix 

I, and I guess the diagram we're looking at is the one on 

page 4 or page -- no, page 2. 

A Page 2. 

Q All righty. Can you look at the numbers that are 
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presented there and identify which numbers -- the source of 

those numbers? 

A Yes, sir. This could take a while, but I'll give 

you a flavor of how this goes. If you'll look at the 4,783, 

the upper-left corner, that would be the amount of mail out 

of 10,000 pieces of automation basic nonprofit -- I'm on 

Appendix 3, I'm sorry. 

Q I think I've got to get the correct -- 

A Do you want to go to Appendix l? Do you want 

nonprofit or regular A? 

Q I was looking at Appendix 1 at the moment. 

A Okay. I can go to regular A. 

Q Because that's the one you referred to. But if we 

want to look at -- 

A That's fine. I was accidentally in Appendix 3. 

Okay. so 4,391. 

Q Yes. 

A Okay. Out of 10,000 pieces, this model says 4,391 

pieces of automation basic mail enter on the BCS, which is a 

bar-code sorter outgoing primary. 

Q Right. 

A I developed that number -- it's hard to do without 

links -- but I believe that we will see if we go to my entry 

profile that you referenced earlier, that should be about 

page 35. 
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Q Of Appendix 1. 

A Yes, sir. 

Q Urn-hum. 

There are a lot of errata sheets in here, right? 

A Okay. You see that outgoing primary under the 

basic at the top of the page there's 43.91 percent. 

Q On page -- 00~s. 

A Thirty-five of Appendix 1. 

Q I don't seem to have a page 35. 

A We could do the nonprofit. 

Q This sheet -- 

A Would you like to do the nonprofit? 

Q The first -- one side of this sheet is marked page 

34 of 43, and the flip side of that page is marked 36 of -- 

oh. 

All righty, yes, I see the number you're referring 

to. 

A Okay, 43.91 percent. 

Q Right. 

A Okay, 43.91 percent of the 10,000 pieces entered 

in the model is 4,391 pieces, which I say enters at outgoing 

primary in the bar code sorter. 

Q Right. 

A Okay? 

Q Okay. 
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A Now do we want to trace the development of that 

43.91 percent or do you want me to pick another number? 

Q No, let's go down a little bit -- let's dig 

another level at least in this number. 

A Okay. If we come down that same line, you'll see 

4,465. 

Q Yes. 

A That would be the 44.65 percent on page 35. 

Q All righty. What I'm interested in is not so much 

following this line down as going -- 

A Okay. We can use the accept rates and the reject 

rates. 

Q Well, I'm trying to figure out -- the data that 

you used to compute that number, where did that come from? 

Not what did you do with it once you had it, .but where did 

that number come from? 

A Where did the 4,391 come from? 

Q Right. 

A It came from the 43.91 percent. 

Q Where did the 43.91 percent then come from? 

A Then we can trace that one. That's a bit more 

complicated. 

MR. ALVERNO: Mr. Chairman, I object to this line 

of questioning. I mean, what he's asking for essentially is 

where the sources of the information are, and this has been 
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provided in the testimony for example at the bottom of page 

35 of Appendix 1, and it identifies the sources of the 

information. 

I would also note that Witness Daniel answered an 

extensive question from the OCA on all the sources of 

information. 

CHAIRMAN GLEIMAN: Mr. Alverno, could you take a 

deep breath? Slow down. 

Because I'm having difficulty -- my head is making 

it difficult for me to process information that I am 

supposed to be hearing. 

MR. ALVERNO: I object. 

CHAIRMAN GLEIMAN: I got that one. Now, you 

object because? 

MR. ALVERNO: This information that he ,is asking 

is already provided at the bottom of the pages, in the 

footnotes. He is asking about sources that Witness Daniel 

has already identified in her testimony. So I see this as 

being a pointless exercise. 

MR. THOMAS: Mr. Chairman, what I am trying to 

find out is what part of this information comes from 

Ms. Daniel and what comes from somebody else. That is not 

made plain by a reference to testimony in Docket 96-2. I 

still don't know whether this is information she collected 

or information somebody else collected. 
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1 MR. ALVERNO: I believe he is -- 

2 CHAIRMAN GLEIMAN: Excuse me. This is oral 

3 cross-examination. You are looking at her testimony. 

4 MR. THOMAS: Right. 

5 CHAIRMAN GLEIMAN: You are looking at her 

6 testimony that has been available for written discovery. 

7 MR. THOMAS: Right. 

8 CHAIRMAN GLEIMAN: Do you have written discovery 

9 questions that relate to this matter that she did not 

10 respond to? Because the purpose of oral testimony, oral 

11 cross-examination, is to follow up on written 

12 cross-examination. And I would be interested in knowing 

13 which of your written interrogatories you are following up 

14 on. 

15 MR. THOMAS: I am not following up on a written 

16 interrogatory because at the time those were prepared, we 

17 didn't know that library references in these other data were 

18 going to be coming in. 

19 CHAIRMAN GLEIMAN: Excuse me, sir. You are 

20 looking at her testimony. You are not looking at library 

21 references; am I correct? 

22 MR. THOMAS: Yes. But at the time, that was 

23 information. I mean, I understood where they had gotten it 

24 but I did not understand that that would be considered 

25 evidence in this case. 
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CHAIRMAN GLEIMAN: You understand where the 

numbers have come from? 

MR. THOMAS: Only the documents that contain them, 

not whether the witness that is testifying about those 

numbers collected that or knows about those numbers. 

MR. ALVERNO: Mr. Chairman, I must respectfully 

note that counsel for ANM went through a litany of questions 

about the sources and who was sponsoring or who was 

testifying to those sources and so I believe this has 

already been answered. 

CHAIRMAN GLEIMAN: Quite frankly, Mr. Thomas, I am 

not sure I understand the distinction you are drawing. If 

you were concerned about the numbers and the underlying 

issue here is that there are numbers in testimony that have 

been drawn from library references which were not in 

evidence. 

MR. THOMAS: Right. 

CHAIRMAN GLEIMAN: But the numbers have been there 

based on library references which have not been in evidence 

from the get-go. 

MR. THOMAS: Right. 

CHAIRMAN GLEIMAN: Are you telling me that you 

didn't care to find out which library references those 

numbers were in before because -- 

MR. THOMAS: We know what library references the 
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numbers come from. The problem is we don't know where that 

came from. There is another level down here and we don't 

know what this witness is testifying to. This appears to be 

hearsay, that all of this information came from another 

source that has multiple contributors and she is, in effect, 

testifying with this information that was provided to her by 

others to a considerable extent. 

CHAIRMAN GLEIMAN: Do I understand then that what 

you are really getting at is the expertise of this witness 

in terms of her determination to rely on data that is 

provided her by others? I mean, in the vernacular, let's 

get real. There's a lot of data that's collected from a lot 

of people and a lot of places. 

MR. THOMAS: Right. 

CHAIRMAN GLEIMAN: Is what this is all about 

trying to find out which data entry clerk in which Postal 

facility in which city collected which piece of data and if 

you can't find that out, then -- 

MR. THOMAS: I don't want to know which, 

necessarily which delivery clerk. But I want to know 

whether the witness knows and whether it was done under her 

supervision or whether this is just a conclusory piece 

number that was handed to her by somebody else. 

I'm not -- I mean -- 

CHAIRMAN GLEIMAN: Do you intend to go through 
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each and every one of the numbers in her exhihit? Because 

if you do intend to do that, I am going to let. you go on and 

it's going to be a long day and you're going t.o be the last 

party to cross-examine today. 

MR. THOMAS : What I wanted to do was just explore 

on how much was dependent on that. 

CHAIRMAN GLEIMAN: I'm going to let you go. We 

can continue. Go as long as you want, sir. 

The objection is overruled. 

And, Ms. Daniel, to the best of your ability, I 

would appreciate you to continue to answer the questions as 

you have so far. 

BY MR. THOMAS: 

Q So I think we're hack clear now to Appendix 1, 

page 2, and this number in the upper left-hand -- 

CHAIRMAN GLEIMAN: Could you please speak up, sir? 

MR. THOMAS: I’m sorry. 

BY MR. THOMAS: 

Q In the upper left-hand corner. 

I mean, I am just trying to understand where all 

this information comes from and how much of it is your 

information opposed to something that came from somebody 

else. So of that number, now is that made up -- where did 

that number come from in terms of the information that goes 

to make it up? 
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A Okay. That number, as we discussed, was on page 

35 of Appendix 1. 

Q Right. 

A That number, as you see at the bottom, says it 

comes from page 37 of this. 

Q Right. 

A If we go to 37, we see that that number comes from 

Library Reference 105, which was prepared under my 

supervision. 

Q Okay. Now, is that -- if we go down to the next 

number that you referred to, 4465, again along the left-hand 

side? 

A This same trail will follow for that number. 

Q All of these numbers then in this particular -- 

A In the electronic version, these are what I would 

call the black lines: And this is often easier to follow if 

you have a laptop in front of you. This is what I called 

the entry profile. So, yes, all the black numbers -- well, 

it's these three numbers, will follow the trail that we just 

described. 

Q All right. 

Is that going to he true for the other mail flow 

diagrams in here? 

A The black lines, all the numbers on the black 

lines, s the electronic version. ; 
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Q Okay. I guess I'm having a problem figuring out 

what's a number on a black line and what's -- 

A Right. It's -- 

Q Can you give me an example of a number that's not 

a black line? 

A Yes, sir. If we can go to the BCS OP box -- 

Q Yes. 

A __ and come down -- it's a little dotted line that 

goes right across the page -- 

Q Yes. 

A -- that's 220 -- do you see the number 220? It's 

going into the manual OP box. 

Q Right. 

A Okay. That is the result of the acc.ept and 

upgrade rate study now adopted by witness Hatfield. 

Q All right. So, that's not your number. 

NOW, if -- 

A It was prepared under my supervision -- 

Q All right. 

A __ and witness Hatfield has adopted that -- that 

study. I can explain the derivation of that number if you'd 

like me to. 

Q Take a crack at that, yes. 

A Take a crack at that? Okay. In the electronic 

version of this, you will find that that will be the 4,391 
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pieces times one minus the accept rate that can be found on 

page 40 of my appendix one. 

Q All right. And that's not -- I'm sorry, but -- 

A Oh. That -- that reject rate actually -- or 

accept rate -- is actually a 113 number, library reference 

H-113. 

Q So, that was not something that you prepared. 

A 'That number would be an example of something -- I 

did not work on the library reference that calculated the 

accept rates for the bar-code sorters. 

Q All right. 

If we -- if -- 

MR. THOMAS: I understand the chairman's concern. 

I mean we go literally down every one of these things. 

CHAIRMAN GLEIMAN: Don~!t -- don't let the 

chairman's concern stop what you think is necessary cross 

examination. 

I've told you that you can have all the time that 

you want, and of course, I was bluffing when I said you'd be 

the last cross examiner. We're going to go till the cows 

come home tonight if we have to. 

That won't -- I mean we'll get done tonight on 

this witness, on this testimony, and you take as much time 

as you need, sir. 

MR. THOMAS: All right. 
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1 BY MR. THOMAS: 

2 Q So, you're not testifying to the accuracy and 

3 truth of the numbers that came out of library reference 105 

4 yourself. I'm sorry. What was the library reference? I'm 

5 -- I'm losing track of this. 

6 A I did not participate in the preparation of 

7 library reference H-113. 

8 Q All right. 

9 So, that is a number that you're not really 

10 testifying to. 

11 A I believe it is accurate. I have full faith -- 

12 Q I understand. 

13 A -- in -- in my use of it. 

14 Q But it's a number that was given to you by 

15 somebody else, and you're really testifying to the accuracy 

16 of what they told you, which is a fairly classic definition 

17 of hearsay. 

18 MR. ALVERNO: Objection. I don't think the 

19 witness is prepared to offer a legal opinion on that. 

20 BY MR. THOMAS: 

21 Q But that number came -- you're not testifying to 

22 the accuracy of that number, then, yourself. You ' re 

23 depending on somebody else's -- the accuracy of somebody 

24 else's work. 

25 A That's right. I believe, yesterday, the Postal 
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Service expressed willingness to put up a witness to testify 

to the accuracy of those numbers. I'm testifying to my use 

of those numbers. 

Q If you pulled out of this diagram the -- some of 

these numbers that came from another source, could you reach 

the conclusions you've reached, or is this -- is this 

diagram dependent on both your numbers and other people's 

numbers? 

A This diagram is dependent on multiple inputs. 

Q Multiple inputs, not all of which are yours. 

A Not all of which were developed by me or under my 

supervision. 

Q What? 

A Not all of which were developed by me or under my 

supervision. 

Q All right. 

Is this going to be true with regard to the other 

mail flow diagrams in here? 

A The other letter mail flow diagrams? 

Q Yes. 

A I would have to check, but it may be -- it may not 

hold for my parcel models. 

Q For the parcel models? 

A It -- I would have to look, but all the inputs to 

the parcel models may have been done by me or under my 
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supervision. I think we're safe for the letter models that 

I was not involved in all the input that went into that. 

Q All right. 

So, with regard to Standard A mail, for example, 

the answer would be no, you did not -- you cannot testify to 

all of the numbers in these diagrams. 

A That's correct. 

MR. THOMAS: I think that established what I was 

after. 

BY MR. THOMAS: 

Q Going back once again to page 11 of your 

testimony, on line 23 there is a reference to library 

reference H-109 that shows mail processing cost differences. 

Is that something you did or was done under your 

supervision? 

CHAIRMAN GLEIMAN: Mr. Thomas, you're going to 

have to speak up a little bit. 

MR. THOMAS: I'm sorry. 

BY MR. THOMAS: 

Q Is library reference H-109 a study that was done 

by you or under your supervision? 

A The Postal Service has put up Michael McGrane as a 

witness on that library reference. 

Q But it's not yours. 

A No, sir. 
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Q Okay. 

If you could turn to -- well, I'm not sure if you 

have this at this point, and I'm not sure what the revised 

version says, but I was going to ask a question about the 

original response to ANM/USPS-T-29-11. 

A I have both the original and the revised with me. 

Q All right. 

Now, is it true that there are model costs in 

there, a category of data referred to as model costs? 

A In there? 

Q In -- in -- 

A -- my response? 

Q Yes. Referred to in your response. 

A Yes, sir. 

Q. Now, is that model cost data made up of two types 

of cost data that go'into mail processing -- that are part 

of the mail processing costs? 

A Two types of cost data? 

Q Yes. Exclusively. 

A Well, I would say that whole list of library 

references that you read to me are the source of that 

number. So, it's multiple types of cost data. 

Q . Okay. 

What I'm looking for here is that I thought that 

the model cost were made up of piece and sack or bundle 
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sorting costs. 

A Piece distribution and bundling sorting costs. 

Q Those are the only two costs that are considered 

in making up the model costs, right? 

A Yes, sir. 

Q Okay. 

Now, those are not all of the mail processing 

costs that are incurred by the post office. Those two 

categories of processing costs do not make up all of the 

costs that are incurred by the post office in processing 

mail, right? 

A Those are the ones that we felt would vary due to 

pre-sorting and pre-bar-coding, bundle sorting and piece 

distribution. 

Q Right. But they're not all of the mails processing 

costs. 

A No, sir. 

Q Right. 

In your analysis, you gross up or adjust your 

numbers that are derived there to make them equal the CRA 

data. Is that correct? You make an adjustment to those 

numbers. 

A I reconcile my model costs to the CRA using 

proportional and fixed adjustments. 

Q Right. And for most classes and subclasses of 
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mail, that adjustment exceeds 100 percent, because -- of 

--of the modeled costs, right? 

A For Standard A regular, the proportional 

adjustment is greater than one. 

Q And that's true for most sub -- classes and 

subclasses, that since these modeled costs don't comprise 

all of the costs, it is normal to expect that, because there 

are additional costs, you will have to mark up the modeled 

costs by a factor of more than one to get the CRA costs. 

A The proportional adjustment is a ratio of modeled 

cost to comparable CRA cost pools. So, it's -- we've tried 

to pick the CRA cost pools that -- that we have attempted to 

model. 

Q Uh-huh. But it normally wouldn't -- you would 

expect it to result in a multiplier greater than one. 

A I don't know that that's always an expectation. 

That is the case in other classes -- that's the case in -- 

in Standard A regular. 

Q Okay. 

In MC96-2, a similar adjustment for nonprofits was 

made. Is that not correct? 

A Similar but not exactly. In -- in that docket, we 

compared model cost to total CRA cost, not a subset of CRA 

cost that we deemed would vary with work-sharing. 

Q All right. 
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1 In this case you are comparing it with total CRA 

2 costs? 

3 A The proportional adjustment compares the model 

4 costs to subset of CRA costs which we expect to vary with 

5 prebarcoding and presorting. 

6 Q Now for some nonprofit categories in this rate 

7 case, the markup is less than 100 percent, right? 

8 A Markup? 

9 Q I'm sorry. Not the markup, the adjustment to the 

10 CRA data. It uses a multiplier less than one. 

11 A For Standard A nonprofit, my proportional 

12 adjustment is less than one. 

13 Q Can you explain why that would be less than one? 

14 All other classes are more than one. You don't have all of 

15 the costs in there, and suddenly two classes of costs when 

16 combined seem to exceed 100 percent of all costs. 

17 A Two classes of cost? 

18 Q The parcel and bundled handling costs that go to 

19 make up the model of the costs. 

20 A The piece distribution and bundle sorting cost? 

21 Q Right -- which go to make up the model of costs. 

22 A Right. When compared with similar piece 

23 distribution and bundle sorting costs in the CRA, it turns 

24 out that my model costs are higher than those comparable 

25 costs in the CRA. 
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nonprofit but no other class -- or nonprofit standard? 

A Okay. I believe we can go to an interrogatory 

response where I have discussed that -- 27 of ANM. 

Are you already there? 

Q Yes. 

A Okay. Here I note that the input parameters that 

I have used in my mail flow models, the ones that we have 

been discussing, several of them are just an average over 

different classes and subclasses. 

I have listed inputs such as the accept rates, the 

downflow densities and the productivities are not class 

specific and they may differ from the average in a direction 

that would result in a higher estimation of model cost. 

Q When you saw that number, you were not surprised 

by that number? 

A No, sir, I was not. 

Q So you didn't do any kind of study or examination 

to find out whether that was a result of data, of strange 

data, or just a permutation of the model? 

A No, sir. If you remember in the previous 

classification reform dockets, the nonprofit, nonmodel cost 

factor, a comparison of the model cost to total CRA cost, 

was much lower than that for regular rate, so here we have a 

similar phenomenon, so it did not surprise me. 
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Q So there was no follow-up to determine the source 

of that result? 

A No, sir. 

MR. THOMAS: That is all I have for this witness. 

THE CHAIRMAN: Mr. Corcoran. 

MR. CORCORAN: Thank you, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. CORCORAN: 

Q Ms. Daniel, I am Brian Corcoran. I represent 

Edison Electric Institute. 

I have a few questions. 

The first concerns weight and we asked you in an 

interrogatory about the average weight per piece for various 

rate categories of Standard A mail, and you referred us to 

Library Reference 145. 

The rate categories are listed in our 

Interrogatory T29-7. 

I went to Library Reference 145 to try to find 

those -- excuse me, the specific weights, and I have copies 

what I think are the relevant pages, and I wonder if you 

could help me with, tell me what the average weight is for 

these specific rate categories there. 

MR. CORCORAN: I have handed the witness two pages 

from Library Reference 145 which I hope are the ones needed. 

And, if not, Ms. Daniel, please correct me. 
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BY MR. CORCORAN: 

Q The specific pages are G-2, page 1 of 3, and G-4, 

page 1 of 6. Can you tell me what the average weight per 

piece is for letter-shaped basic three-digit and five-digit 

standard A regular mail is from the data I gave you? 

A Not automated? 

Q Automated. 

A All right, so, separately for three-digit and 

five-digit? 

Q Yes. There are three rate categories, are there 

not? Back, three-digit and five-digit. 

A For automation mail. 

Q That's what I am interested in. 

A Okay. This says it's .9611 ounces. 

Q What is that for. 

A 3-D barcode discount isthe line description. 

Q Oh, you're -- okay, fine. I see. I see where 

you're reading. That's fine. And that, again, was .9611 

for three-digit barcode? Is that what you testified? 

A Yes, sir, standard A regular. 

Q I see it. And five-digit is .9480? 

A Yes, sir. 

Q Above that, what about for basic? Is there a 

figure for basic? 

A Yes, sir, if you look right above zip plus four, 
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it says barcode discount, it's about the third right above 

the break, right above three-digit presort. And it says 

.9266. 

Q Okay. And this heading says government -- GFY 

'96. Is that government fiscal year? 

A I assume so, subject to check. 

Q Are the average letter size per piece weights for 

these rate categories in the base year and test year 

identical to these or similar to these? 

A Can you repeat that? 

Q What I am trying to make sure is that these 

per-piece weights that you've identified are representative 

of the test year. 

A These are base year numbers. I have, no reason to 

assume differently for the test,year but I cannot tell you 

for sure that is what it will be in the test year. 

Q There is another entry here, and I just want to 

make sure it doesn't apply. It is in bold lettering, it 

says Letter Total. It is on the bottom quarter of the page. 

A There are two places that it says Letter Total. 

Q Right, I'm talking about the lower one. 

A Okay, under three five-digit presort. 

Q Is that what that's for? That's for -- 

A My understanding is that would be the revenue, 

pieces and weight of all three five-digit presort including 
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three-digit and five-digit automation letters. 

Q Okay. So it includes -- that's fine. And maybe 

one other question. 

If you would turn to the other page I gave you, 

which is the summary? 

A Yes. 

Q Do you see the -- on the bottom quarter of the 

page under the heading three/five-digit presort total, there 

is a column for letter total? 

A Yes, sir. 

Q And the weight there is higher than any of the 

others. And I am trying to figure out why, what that 

represents. Is that an average of the various categories 

you had read to me before? 

A I'm not sure what thisnumber would represents'-- 

Q I think I have it now. It's the same, is it not, 

I guess, as the one -- it's .9985. Okay. You've cleared 

that up for me and I just muddied the water. So, thank you. 

BY MR. CORCORAN: 

Q Thank you. That's -- in your interrogatory 

response, you talked about billing determinants. Were those 

billing determinants used for purposes of this proceeding? 

Your interrogatory response to -- 

A I am not sure how these numbers were used. I did 

not personally use them. 
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Q Are you familiar -- well, let me put it this way. 

There is evidence by Mr. Hatfield that the average rate per 

piece for presorted First Class letter-shaped mail is in the 

range of .6 ounces. Have you seen that testimony? 

A I don't remember that figure. 

Q Okay, well, that's fine. 

A I believe I did use the billing determinants, so I 

misspoke when I said I wasn't sure how these were used. I 

have used them. Not -- well, yes, I have used them. 

Q For purposes of your testimony in this proceeding? 

A Yes, sir. 

Q Okay. And so therefore -- did you use them in the 

base year or test year? 

A I believe I used them in Exhibit D. I used the 

volume splits in Exhibit D, page 1. 

I just wanted to make sure that I didn't misspeak. 

Q Okay. Your analysis shows the mail processing and 

delivery costs for, among other things, standard A, 

automation basic, three-digit and five-digit mail, correct? 

A Exhibit C of~my testimony summarizes that data. 

Q Right. And is it also correct that you use the 

same CRA cost pools, months, cost pools that Witness 

Hatfield used to derive your mail processing cost? 

A My cost pools came from the same source. I used 

standard A regular and nonprofit instead of First Class. 
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Q Yes, I didn't mean to imply that you were using 

First Class. And the productivities that you employ are 

essentially the same that he employs? 

A With a few exceptions. 

Q The operations that the -- and I am speaking here 

to letter-shaped mail. The mail processing operations that 

are used to process standard A mail are the same as those 

used to process First Class Mail presorted to the same 

degree? 

A Generally, that is my understanding. But Witness 

Moden would be able to speak precisely to that. 

Q Piggyback factors you apply are the same as he 

applied? 

A Yes, sir. 

Q The preparation requirements, mail preparation 

requirements are essentially the same for'automation First 

Class? 

A There are exceptions, as noted in one of my 

interrogatory responses. 

Q Yes. You pointed us to the correct DMM section, 

thank you. 

The only significant difference would be the pay 

premium or premium pay factor you use as compared to the one 

he uses? 

A That is one of the differences. 
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Q Right. The costs that you develop for five-digit 

Standard A mail, for example the mail processing cost, is 

3.3904 cents? 

A On page 2 of Exhibit C, that would be automation 

five-digit regular as opposed to nonprofit. 

Q Correct. Did I have the -- I want to just make 

sure that I have the right -- 

A 3.3904. Yes, sir. 

Q And the comparable cost that Witness Hatfield 

developed for five-digit First Class letter mail automation 

rate category is 3.0265? 

A That is what I have reported on page 1 of my 

Exhibit c. 

Q Okay. You also report in that exhibit, comparing 

pages 1 and 2, a higher delivery cost -- I'll phrase it this 

way. 

You have shown a lower mail processing cost for 

First Class mail sorted to the same degree, yet you report a 

higher delivery cost for that mail. 

First Class mail you report 3.573 versus for 

standard A 3.359 -- see that? 

A Yes, sir. 

Q And it's your understanding, is it not, that First 

Class letter mail -- I'll phrase it this way -- that Third 

Class, excuse me, Standard A letter mail five-digit on 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



2628 

average -- forget five-digit, but -- weighs approximately 50 

percent more than similarly shaped First Class mail? 

A I don't remember or know for sure how much First 

Class mail weighs. 

Q Well, take it subject to check it weighs about .6 

ounces depending upon the rate category. 

A Subject to check -- 

MR. ALVERNO: I object. This is outside the scope 

of the witness's testimony. 

She is not offering testimony regarding the weight 

of First Class letters in this docket. 

THE CHAIRMAN: I think counsel was giving her a 

figure subject to check to ask her a question -- 

MR. CORCORAN: Right. 

THE CHAIRMAN: -- about whether something was 

higherthan somethiny else, and I am going to allow the 

question to go. 

MR. CORCORAN: Thank you. 

BY MR. CORCORAN: 

Q Can you confirm that the delivery costs you show 

for bulk metered letters uses the presort letter delivery as 

a proxy? So in other words -- 

A The costs are the same, as reported on page 1 of 

Exhibit C. 

Q Yes, and as I understand your testimony, the 
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Postal Service does not have, if you look at Exhibit 29-C, 

does not have a specific cost for bulk metered mail but 

instead uses the presort letter cost, delivery cost as a 

proxy. 

A I believe I redirected a similar question to the 

Postal Service. Let's look at Number 15. 

Q Well, let's not look at 15, if that is an 

institutional response. 

Let's look at page 11 of your testimony. 

A ll? 

Q Page 11. Don't you say that -- and maybe it's 

been changed -- I don't know -- but I thought there was 

testimony there that -- line 9 to 10. 

A Yes, sir. 

Q Okay, so my question is, you do not -- ,the Postal 

Service does not have a cost, a delivery cost specifically 

for bulk metered mail? Is that correct? 

A I couldn't find that institutional response where 

I believe it says that we feel that the delivery cost 

reported -- 

Q Wait, wait, wait. 

A -- is a -- is a good number. 

Q I appreciate that. You pulled out an 

institutional response from your package, and it seems to me 

that -- 
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MR. CORCORAN: I should address this to you, Mr. 

Chairman. It seems to me it's inappropriate for the witness 

to now refer to an institutional response if she didn't 

prepare it. 

CHAIRMAN GLEIMAN: Sir, you asked her a question 

not -- if I -- if I remember your exact question -- and I 

can have it read back if you'd like -- you asked her whether 

the postal service had a delivery cost for bulk metered. 

You didn't ask her whether your testimony had a delivery 

cost. 

If you asked her about the Postal Service, then I 

think it's wholly reasonable for her -- 

MR. CORCORAN: That's fine. 

CHAIRMAN GLEIMAN: -- if she's familiar with an 

institutional response to pull out the institutional 

response that may have the answer to your question. 

MR. CORCORAN: That's fine. 

THE WITNESS: So, your question is? 

MR. CORCORAN: Withdrawn. No, it's not. No, it's 

not withdrawn. 

BY MR. CORCORAN: 

Q If -- I don't know that I even got that response. 

I probably did, but tell me -- tell me what it says. 

Let me ask you this. Is there -- does the Postal 

Service have data specifically on a delivery cost for bulk 
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metered mail? If you could answer that yes or no, and if 

there's an explanation, great. 

A What we've said -- and the Postal Service has said 

in response to ABA and EEI and NAPM USPS-T-29-15 is that the 

main difference in delivery cost between bulk entered 

metered letters and non-automation pre-sort letters is 

likely due to the differences in percentage of DPS. 

Available estimates, however, show that the 

percentage that is DPS is to be fairly close for metered 

letters and non-automation pre-sort, as shown in library 

reference H-129, pages I-6 and I-7. 

The modeled percentages for DPS metered 

single-piece is 46.18 percent, while the modeled DPS 

percentage for non-automation pre-sort is 45.62 percent. 

So, we've confirmed that the.delivery costs for 

bulk metered first-class mail was simply inferred from the 

data for pre-sort letters. 

Q Was this -- 

MR. CORCORAN: Does counsel have a copy of this, 

and could I see it? 

MR. ALVERNO: Actually, you're lucky, I have an 

extra one. 

BY MR. CORCORAN: 

Q The last part of your response, I believe, is that 

it was inferred from -- 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



2632 

1 A The question -- 

2 Q __ certain data. 

3 A -- asked if it was infirmed -- inferred and the 

4 question answered by the Postal Service'was confirmed. 

5 Q Yes. And just so I understand it, there is no 

6 specific figure for bulk metered mail delivery costs. 

7 A All I really know about this is what I'm reading 

8 to you from this interrogatory response. 

9 Q Okay. 

10 Did you examine -- you simply accepted these 

11 delivery costs from Mr. Hume? Is that the -- is that your 

12 testimony? 

13 A Yes, sir. 

14 Q Did you, at the time you prepared your testimony, 

15 question the delivery cost element? 

16 A NO, sir, I'm not an expert on delivery costs. I 

17 would have no basis to question it. 

18 Q Bulk metered mail is not -- is not presorted. In 

19 terms of the benchmark that the Postal Service is using, is 

20 it correct that it is assumed that bulk metered mail is not 

21 presorted? 

22 A Actually I don't know much about bulk metered 

23 mail, either. 

24 Q Bulk metered mail has the cost characteristics of 

25 nonpresorted mail; is that true? 
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A The cost of First Class mail -- I am just 

reporting this cost for simplicity, for other witnesses to 

use. I’m not really comfortable testifying about the cost 

of First Class mail. 

Q Would you turn to your response to the Presiding 

Officer's Information Request No. 3, Question 2 -- 

A Yes, sir. 

Q In which you discuss various aspects of bulk 

metered mail -- bulk metered letter mail. 

Did you find it? 

A Yes, sir. 

Q Now isn't it true that -- or perhaps you don't 

know -- that for purposes of this case the Postal Service 

has assumed that in establishing its proposed benchmark, 

which you show in Exhibit 29-C, that bulk metered mail is 

not presorted? 

A Okay. Bulk metered mail is not presorted. 

Q Yes. You agree with that statement. 

A I'll agree. 

Q And therefore it has the cost characteristics of 

nonpresorted mail. Is that true? 

A I would say it has the cost characteristics of 

bulk metered mail. 

Q Nonpresorted bulk metered mail then. 

A Nonpresorted bulk metered mail. 
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Q Right. And on becoming presorted, that mail will 

assume the cost characteristics of presorted mail; is that 

correct? 

A If bulk metered mail were to become presorted I 

would assume it would have the cost of presorted bulk 

metered mail. 

Q And to the extent formerly bulk metered mail 

becomes presorted, it provides the Postal Service savings, 

cost savings, mail processing, delivery, and other costs; is 

that true? 

A May I take a minute to read more thoroughly this 

answer? 

Q Sure. 

A In the response to this I believe we've said if 

the cost characteristics of bulk metered mail, letters, with 

respect to functions, other than mail processing and 

delivery, are more like presort mail, then it would take on 

the presort mail quote other unquote cost. Conversely it 

says if the bulk metered letters are more like nonpresort 

mail in these respects, the total cost would include the 

cost of the nonpresort nonmail processing and delivery 

costs. 

Q Right. 

A So I don't think that we've said that if it 

becomes presorted -- 
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Q Well, isn't it the case that the benchmark is 

predicated on the notion that they're not presorted? That's 

true, is it not? 

A The benchmark being the cost of bulk metered mail 

as reported in 29-C. 

Q Correct. 

A I assume they are for -- it assumes that they're 

nonpresorted. 

Q And to the extent that that mail converts to 

presortation it will take on the cost characteristics of 

presorted mail that are shown in Exhibit 29-C. 

A This -- 

Q Including mail processing and delivery. Correct? 

A This response is saying that it would take on the 

cost somewhere in that range. It says thus, when the -- 

well, it appeared the volume variable unit costs for bulk 

metered letters lies somewhere in between the two costs. 

Q Right. I understand. But I want to make sure 

we're saying -- that you're answering my question. That you 

show a cost in 29-C for bulk metered letters of 14 

something, 14.7 cents, I guess it is. And to the extent say 

that were to convert to five-digit mail, the costs, the mail 

processing and delivery costs, would be reduced to whatever 

you show there, 6.6 cents. Isn't that true? 

A 6.6 cents rounded is the cost of automation 
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Q Right. 

A Mail processing and delivery costs for First Class 

mail 

Q Right. So to the extent that this formerly 

unpresorted mail converts, the Postal Service will 

experience cost savings for mail processing, delivery, and 

other costs. Isn't that true? 

A It may be reasonable to assume that it saves some 

other costs by becoming five-digit automation presort. 

Q O,r any presort level? It wouldn't be as great as 

five-digit but any presort level? 

A I,t may. 

Q Oh, I don't like those equivocal answers. It 

must, don't you agree? 

A I guess a lot depends on exactly what the cost 

characteristics of the other cost of that bulk metered mail 

was before it decided to become presorted. 

Q Sure. 

A So I’m not sure. 

Q But whatever those reductions are, they are 

directly related to the fact that the mail is presorted; 

isn't that true? 

A I am not sure how non -- nondelivery and nonmail 

processing costs vary with the presort level. 
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Q Does -- are you familiar with how these other 

costs are spread among various types of mail? 

A Spread? 

Q Yes, is it based on a piggyback factcr or 

something else? 

A I understand how they were calculated in this 

interrogatory response. I am not sure how they are 

distributed or spread. 

Q These "other" costs relate to costs other than 

mail processing, delivery and transportation; is that 

correct? 

A Well, if you mean the cost in the Presiding 

Officer's information request or do you mean in other pages 

of Exhibit C, standard A, other costs as I have used it? 

Q Well, if you have a distinction, I will take both. 

If they're supposed to mean the same, that's fine. You can 

tell me. 

A In the Presiding Officer's informatic'n request, 

transportation costs would be included as nonmail processing 

and delivery. In my Exhibit C, I have calculated 

transportation costs separately. So in my Exhibit C, other 

costs would be not mail processing, not delivery and not 

transportation. 

Q And do those costs vary by presort level? 

A I have made no distinction in my testimony. 
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Q Does the Postal Service as a general matter, do 

you know? 

A I don't know. 

Q Have you examined, for example, USPS-T-5, which is 

base year costs, as I understand it? 

A NO, sir. 

Q Okay. 

Just one final and hopefully brief matter. 

Could you turn to your appendix one, page -- page 

one? 

A Okay. 

Q Now in -- you had acknowledged before that, for 

the most part, your productivities are the same as Mr. 

Hatfield's, with some exceptions, and I just wanted to 

explore a couple of those. 

If you look at the pieces per hour, column two, 

for the outgoing primary, you use a figure of 8,393 pieces 

per hour. 
rq? BCS 

A For the bar-code sorter, %+%SS? 

Q Yes. And Mr. Hatfield uses a figure of 7,367? 

could show you his testimony, or you can accept it subject 

to check. 

A I'll accept it subject to check. 

Q What's the reason for the difference? Let me 

point out that that applies to outgoing secondary, the AADC 
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distribution, the SCF operations, and the incoming primary 

operations, I believe. Do you know why they differ? 

A No, sir. 

MR. ALVERNO: I think it would be helpful if the 

witness could review a copy of that. 

THE WITNESS: It would actually help me to see his 

source for that number. 

BY MR. CORCORAN: 

Q Turn to your -- 

A His source is his appendix one, page 32. 

Q Eight Correct. 

A I don't know why they're different. 

Q Do you know which one is correct, or is it 

possible they're both correct? 

A We would have to go to library reference H-113. 

Q Similarly, with respect to your incoming 

secondary, at the -- the DBCS, first pass and second pass, 

you flip-flop the numbers with Mr. Hatfield again, and you 

use what he used for the prior operations, you use 7,467, 

and he uses what you used for the prior operations, 8,393. 

Do you know why that is? 

A No, sir. 

Q Do you know which one is correct? 

A No, sir. 

MR. CORCORAN: Thank you. That's all I have. 
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CHAIRMAN GLEIMAN: The witness has been up there 

for quite a while. I think we're going to take a lo-minute 

break right now. We'll be back at 20 after the hour, and 

we'll pick up with Florida Gift Fruit Shippers. 

[Recess.] 

CEAIRMAN GLEIMAN: My short-term memory failing me 

once again, I forgot that Mr. Wells told me his real purpose 

for being here this week was to bring us this lovely Florida 

weather that we're having. Be indicated that he would only 

have followup, and that brings us next to the National 

Federal of Non-Profits. No? I guess, if they're not here, 

they can't cross examine. 

Well, Mr. Baker, you're it, for the Newspaper 

Association of America, whenever you're ready to start. 

MR. BAKER: Thank you, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. BAKER: 

Q Good afternoon, Ms. Daniel. 

A Good afternoon. 

Q I'm happy to say that I will be here for less time 

with you than I had planned, after learning on Monday that 

Mr. McGrane will appear -- be coming in sometime later with 

some of the questions I had thought I'd ask you. 

Could you -- I'd like to begin by asking you to 

turn to Exhibit 29-D, page one of six. Do you have it? 
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A Yes, sir. 

Q And am I correct that, in this exhibit, you derive 

different unit costs for ECR basic flats and for ECR 

high-density flats and for saturation flats? 

A Actually, it's the same number for high-density 

and saturation. 

Q That's correct, but -- 

A Yes, sir. 

Q -- they are derived here on -- in this exhibit 

A Yes, sir. 

Q And are these mail-processing costs? 

A Yes, sir. 

Q And if I read this correctly for ECR basic 

non-letters, do you come up with a test year unit cost of 

2.3034? 

A Yes, sir. 

Q And similarly, for high-density and saturation, 

it's 0.2753. 

A Yes, sir. 

Q And so, the difference that you calculate here 

between basic and high-density saturation is about 2.1 

cents, about? 

A About. 

Q Uh-huh. And is it your understanding that this 

exhibit and these numbers ultimately work their way into Mr. 
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1 Moeller's testimony as an input? 

2 A That's my understanding. 

3 Q Okay. 

4 Do you recall what the difference was in 

5 mail-processing costs between ECR basic flats and saturation 

6 flats in docket MC95-l? 

7 A I believe we used average cost across all the rate 

a categories. So, we didn't show a difference in mail 

9 processing cost. 

10 Q So, there was no difference. 

11 A We didn't show a difference. 

12 Q You did not show a difference in that case. So, 

13 then, is this analysis that provides different costs for ECR 

14 basic on one hand and saturation high-density on the other 

15 new to this case?. 

16 A Yes, sir. 

17 Q Okay. 

18 Now, your calculation here on Exhibit 29-D, page 

19 one, begins with a base year unit cost presented in column 

20 one, correct? 

21 A Yes, sir. 

22 Q And if I read this correctly, I guess it's a 

23 footnote or the number one above the column drops me down 

24 about two-thirds of the page, which tells me that the base 

25 year unit costs listed in column one were themselves 
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calculated by dividing base year costs derived from library 

reference H-109 by the billing determinants, correct? 

A Yes, sir. 

Q And in fact, do you make matters more convenient 

for us by presenting that calculation on the bottom of this 

page of the exhibit? 

A That was my intention. 

Q Well, thank you. 

Now, on the -- turning your attention to the 

bottom of the page, I notice that the four rows of the 

bottom of that page are indicated not W&endorsed letter, 

WS-endorsed letters, not WS-endorsed non-letters, and 

WS-endorsed non-letters. 

Does "WS" stand for walk sequence? 

A Yes, sir. 

Q And are these cost figures there in this, I guess 

the second column, refers to costs found in LR H-109, is 

that correct? 

A That's correct. 

Q I want to take a moment to trace where in LR H-109 

these figures are. Do you have that reference with you? 

A Yes, sir. 

Q As you turn to that, let me ask you first, I know 

that Mr. McGrane will be testifying, or I believe I was told 

this morning has already submitted his testimony on that, 
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1 which I have not seen yet. 

2 Did you have anything to do with 109's 

3 preparation? 

4 A No, sir. 

5 Q No, okay, so it was strictly an input to you? 

6 A Yes, sir. 

7 Q Now could you please turn to page 8 oE that 

8 library reference, Table 2 

9 A Yes, sir. 

10 Q Is this the source of the numbers found -- 

11 presented at the bottom of Exhibit 29-D, page l? 

12 A Yes, sir. 

13 Q And in particular, it is under the regular rate 

14 category of Table 2 as a library reference. Is column 4 the 

15 source for the not walk sequence endorsed numbers? 

16 A Yes, sir. 

17 Q And column 5 is the source for the walk sequence 

18 endorsed numbers? 

19 A Yes, sir. 

20 Q Okay. Now let's return back to Exhiloit 29-D. 

21 Let me just ask at this point -- let's just assume 

22 hypothetically if there were hypothetically some problem or 

23 error in Library Reference 109 that affected those numbers, 

24 would that error then be carried over into your exhibit and 

25 throughout your testimony where those numbers are used? 
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A Whatever the correct numbers are that are right 

here as you described in 109 feed directly into my Exhibit 

29-D. Yes, sir. 

Q So if there was a wrong number, if that were a 

mistake of some kind in that number, that would infect, if 

you will, your numbers, the numbers you used? 

A Yes, sir. 

Q Okay. Now back at the bottom of Exhibit 29-D, 

page 1, the calculation you present at the bottom of that 

exhibit, you come up with a unit cost of 0.2637 for both 

high density and saturation nonletters, correct? 

A Yes, sir. 

Q Using the walk sequence endorsed nonletters' 

number? That is the walk sequence endorsed nonletter row, 

correct? 

A 0.2637. 

Q :Right, and do you use the non-walk sequenced 

nonletter unit cost estimate of 2.283 cents fo:r ECR basic 

nonletters? 

A Yes, sir. 

Q Why did you do that? 

A Because basic mail is not walk sequenced. It 

would not be endorsed walk sequenced. 

Q Are you familiar -- it would not be endorsed walk 

sequenced. Are you familiar with the eligibility 
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1 requirements for ECR basic nonletters? 

2 A Generally. 

3 Q Do you know whether ECR basic nonletters are 

4 currently required to be presented in either walk sequenced 

5 or line of travel form? 

6 A It is my general understanding it would be line of 

7 travel. 

8 Q Your general understanding -- what is your general 

9 understanding based on? What is your general understanding 

10 based on? 

11 A That they are endorsed LOT. 

12 Q Do you know if basic ECR basic non-letters can be 

13 entered in walk sequence? 

14 A I guess it could. The 10 pieces or more. 

15 Q Well, from where you're talking at.a level that 

16 can include from 10 pieces to 124'pieces. 

17 A That's correct. 

ia Q So, they could be entered at -- in w,alk sequence 

19 format. 

20 A They could be. 

21 Q Uh-huh. 

22 Do you know what the difference in cost is between 

23 walk sequenced and line of travel mail? 

24 A No, sir. 

25 Q Why, then, did you calculate the mail processing 
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costs for a type of mail that must be either walk sequenced 

or line of ,travel sequenced using unit cost data from 

non-walk sequenced mail? 

A This is mail that's not the high-density or the 
& 

saturation.*is not endorsed to be paying the higb-density or 

the saturation. 

Q That is to say it did not have the magic letter 

VVWS" on the mail piece -- 

A And presumably did not qualify -- for that rate 

category. 

Q So, your decision to use the non-walk: sequenced 

input in calculating the costs of the ECR basic non-letter 

was your belief that that mail need not be walk sequenced. 

Did you think it would need -- is that correct? 

A Can you say that again? 

Q All right. 

When you made your assumption that it was 

appropriate to use the non-walk sequenced cost information 

from calculating basic ECR costs, did you assume that basic 

ECR mail is only line of travel sequenced? 

A No, sir. I would have assumed that basic 

non-letters would not be endorsed with "WS", that basic mail 

does not qualify to have that endorsement, and it's -- yes. 

Q Is it the endorsement or whether the! mail was 

actually walk sequenced that saves the costs? 

1 

2 

3 

4 

5 

6 

I 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2648 

A The endorsement is allowed on pieces qualifying 

for high-density and saturation, and it's that mail that is 

cheaper on a unit cost basis than mail that doe:; not qualify 

to get that endorsement. 

Q Well, then -- so, see if I can wrap up here. What 

you did, then, was in calculating the unit cost for the 

basic ECR non-letters, you used non-walk sequence cost data 

rather than the walk sequence cost data presumably because 

you felt that it was more appropriate to use that. 

A We used the data for pieces that did not have a 

walk sequence endorsement on it. 

MR. BAKER: Very well. 

I have no more questions, Mr. Chairman. 

CHAIRMAN GLEIMAN: Mr. McXeever? 

MR. McKEEVER: Thank y,ou, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. McKEEVER: 

Q Ms. Daniel, I'm going to ask you to ishift you 

frame of reference for a while now to Standard B mail. 

Now, you-use conversion factors in doing some of 

your cost calculations for Standard B mail. Is that 

correct? 

A That's correct. 

Q I just want to make it clear what a conversion 

factor is, so that I make sure I understand it. 
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The way I understand it, you have some cost 

information or some information on what it costs to handle 

sacks, but you -- for example, as one type of container -- 

but you want to know how much it costs to handls pieces. 

so, if you can get information on how many pieces, on 

average, are in a sack, you can convert your cost 

information for sacks into cost information per piece. IS 

that right? 

A That's right. 

Q Okay. 

Now, you used Postal Service data to determine a 

conversion factor of how many pieces are in a sack in the 

case of machinable pieces for parcel post. Is that correct? 

A That's correct. 

Q Do you recall what your conversion factor for 

sacks for machinable parcel post pieces is? 

A Yes. If we refer to page 17 of my appendix five 

__ 

Q Yes. 

A -- in column eight, you'll see the figure 5.8. 

Q So, your conversion factor for machinable pieces 

of parcel post is 5.8 pieces per sack. 

A Yes, sir. 

Q Okay. 

Now, on page 12 of your testimony --. and I'm -- 
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I'm shifting gears on you here, okay? 

On page 12 of your testimony, you state that 

you've estimated certain parcel post costs by u;sing mail 

flows, productivities, conversion factors of pieces per 

container, wage rates, and piggyback factors to model the 

test year operating environment and its costs. Is that 

right? 

A That's correct. 

Q And once you get those modeled costs, those costs 

that come out of your model, you then tie them back to cost 

and revenue analysis mail processing cost pools. Is that 

correct? 

A That's correct. 

Q Okay. 

Now, if the mail flows and the productivities and 

the conversion factors and the piggyback factors -- all 

those things that you put into your mail flow model -- for 

the activities that you model perfectly represented all the 

details of what actually happens out there in those modeled 
. . actlvltres, your modeled costs would equal or at least come 

very close to equaling the costs shown by the costs and 

revenue analysis for those modeled activities, wouldn't it? 

That was a long question. Do you want me to try it again? 

A That would be helpful. 

Q Okay. 
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1 Now, if all the factors you put into your model, 

2 the -- the mail flows and the productivities and the 

3 conversion factors, if you were able, in your model, for the 

4 costs that you model, to actually capture what is going on 

5 out there, the costs you come up with for those modeled 

6 activities should come reasonably close to the costs shown 

7 by the CRA for those modeled activities, shouldn't it? 

8 A Well, "reasonably close" is a rather subjective 

9 term, and the models are simplifications of reality and try 

10 to reflect the major activities that we think would vary 

11 from -- for the activities that we're trying to calculate 

12 cost avoidances for. 

13 Q Right. 

14 Well, I said reasonably close because I didn't 

15 want to say that they would equal exactly, because no model 

16 can ever capture reality, as you say, exactly. Is that 

17 right? 

18 A That's fair. 

19 Q Okay. And in fact, when you did your mail flow 

20 models here, that didn't happen. 

23 So, as I understand it, you adjusted your modeled 

22 costs to take into account the extent to whic~h those modeled 

23 costs did not correspond with the CRA costs for those same 

24 activities. Is that right? 

25 A That's correct. I used a proportional adjustment. 

2651 
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Q That's what I was just going to -- that's your 

proportional adjustment. 

A Yes, sir. 

Q Okay. 

Could you turn to your Exhibit USPS-29-E, page 

one, please? And specifically, I'd like to address your 

attention to table two on that page. You have an entry 

there for weighted average model cost, and that is 57.21 

cents per piece? 

A Yes, sir. 

Q So, your model resulted in a weighted average 

model cost of 57.21 cents per parcel post piece. Is that 

correct? 

A That's correct. 

Q. Now, could you turn to page.two of .that exhibit? 

That shows, among other things, the CRA costs for the 

activities you modeled. Is that correct? 

A Yes, sir. 

Q And in fact, those activities are the ones where 

there's an entry in the column entitled -- or the heading 

entitled llProportional"? 

A Yes, sir. 

Q So, where there's a -- where there's a figure in 

the proportional column, that's an activity that you modeled 

in your model. 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2653 

A Yes, sir. 

Q And on page two, these are the costs that the CRA 

shows for those activities. Is that right? 

A That's correct. 

Q And when you add up those CRA costs for the 

modeled activities, they come to 92.768 cents per piece? 

A Yes, sir. 

Q Okay. 

so, with respect to the modeled activities, your 

calculation is 57.21 cents under your model, but the CRA 

shows 92.77, I think you round it to. Is that right? 

A That's correct. 

Q And you take the ratio of those two numbers to 

come up with your proportional adjustment? 

A That's correct. 

Q 92.77 divided by 57.21 is 1.62. Is that -- 

A Yes. 

Q -- correct? 

A Yes, sir. 

Q And that's your proportional adjustment? 

A Yes, sir. 

Q Now there are some CRA costs that your model does 

not try to capture or model; is that correct? 

A That's correct. 

Q These are again shown on Exhibit USPS-29-E, page 
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2, in the last column, every activity where it does not say 

modeled? 

A The costs are in the fixed column. 

Q Yes. 

A Yes, sir. 

Q And when you add those up, the CRA shows those 

costs to be 31 -- I want to make sure I get the right figure 

in light of the revision -- 31.07 cents per piece. Is that 

right? 

A Yes, sir. 

Q And going back to page 1 then, you have to take 

your model cost of 57.21, apply the proportional adjustment, 

and then add 31.07 cents per piece to get the cost that the 

CRA shows? 

A Yes, sir. 

Q Okay. It may seem a little tedious, but bear with 

me for just another minute or two. I'd like to take an 

example to illustrate it. And let's use on page 1 of your 

exhibit in Table 3, inter-BMC machineable non-bar-coded 

Parcel Post pieces. Okay? That's the first type of mail 

you show on Table 3; correct? 

A That's correct. 

Q And there if you were to use your model you would 

come up with a cost of 70.77 cents per piece for inter-BMC 

machineable non-bar-coded mail; is that correct? 
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A That's correct. 

Q But you know that the CRA reflects a different 

cost, so you take that number, multiply it by your 

proportional adjustment of 1.62, then add in your fixed 

adjustment of 31.07 cents, so that you conclude that the 

cost per piece of an inter-BMC machineable non-bar-coded 

piece is $1.46.33 cents. Is that correct? 

A Well, one thing that you said is the CRA doesn't 

show the cost for inter-BMC machineable. 

Q Okay. It shows the cost for certain activities. 

A Shows the cost for certain activities for Parcel 

Post as a subclass. 

Q Right. But you're able to divide those up for the 

activities that an inter-BMC machineable non-bar-coded piece 

goes through? 

A I've attempted to model that. 

Q Right. And comparing it the CRA costs, well, 

we've been through it. 

A Right. 

Q Okay. You don't know that the 1.62 factor applies 

equally to all the different activities that you modeled, do 

you? I mean, it might be 1.4 for some activities and 1.7 

for others, but it comes out to 1.62 on average. 

A The way we've structured our CRA adjustments is 

not on necessarily an activity-by-activity basis, but on a 
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total model cost basis. 

Q That's really all I was asking. Thank you. 

Now I did one more calculation. Am I correct that 

the cost as measured by your model reflects about 46 percent 

of the total CRA cost you seek to account for? And I get 

that by taking the 92.77 cents, the CRA cost -- the CRA cost 

after applying the proportional -- let me start over again. 

I take that by taking your 92.77 cents on your 

Exhibit 2, adding 31.07 -- that's the fixed cost 

adjustment -- to come to $1.23.84, and then I compared that 

to your 57.21 cents modeled cost, and then divided the 57.21 

by the $1.23.84, and got 46 percent. 

A That's the math. 

Q Okay. Do you have some -- 

A I have not attempted to model some.-- the entire 

CRA cost. 

Q No, I understand that. And even with respect to 

that that you did model, you had to make a proportional 

adjustment; correct? 

A That's correct 

Q Okay. Now when you multiply your modeled cost by 

1.62, if you do that for two different types of mail, just 

by the nature of the process, multiplying each by 1.62, you 

increase the amount of the cost difference between those two 

different types of Parcel Post pieces shown in Table 3, for 
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1 example. Is that correct? 

2 A That's how the math works. 

3 Q Okay. 

4 And again, I'd like to take an example. Looking 

5 only at your model costs, the cost difference between an 

6 inter-BMC machinable non-bar-coded piece and an inter-BMC 

7 machinable bar-coded piece -- the only difference between 

a those two pieces now is that one's bar-coded and the other 

9 isn't -- is 2.16 cents per piece. 

10 Is that correct, as calculated by your model, 

11 without any adjustment? 

12 A 2.09. 

13 Q 2.09? Well, perhaps I didn't use the revised 

14 figures. Okay. That's close enough. But the discount you 

15 propose is 4 cents per piece for bar-coding, pre-bar-coding. 

16 Is that correct? 

17 A I'm sorry. It was 2.16, not 2.09. 

la Q Okay. Well, I feel a little bit better. I -- I 

19 did this late last night, so I wasn't sure. 

20 A I'm not sure that those model costs include all 

21 the cost that I use in calculating the bar-code savings. 

22 Q No, I'm sure they don't. 

23 A These don't include the ribbon and label costs, 

24 for instance. 

25 Q Right. And we're going to get to that. But we're 
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starting with your model showing a cost difference of 2.16 

cents per piece, correct? 

A That's correct. 

Q Okay. The discount you propose is 4 cents per 

piece. 

A I'm not proposing a discount. 

Q All right. The discount the Postal Service 

proposes is 4 cents per piece. Do you know that? 

A Yes, sir. 

Q Okay. And that's because the calculations for the 

non-bar-coded piece and the calculations for the bar-coded 

piece are both multiplied by the 1.62 factor, for example. 

so, if you multiply 2.16, the difference, by 1.62, you come 

up to something like 3 l/2 cents. Is that correct? 

A That's correct. 

Q Okay. It's still less than the 4 cents, and 

here's where we get now to your ribbon cost, okay, and that 

is shown somewhere -- I forget exactly where now -- in your 

-- in your exhibit. 

A Page six. 
add 

Q That's right, page six. And you-had-a half-a-cent 

apiece to that roughly 3.5 cents to get a discount of 4 

cents per piece. Is that right? 

A That's correct 

Q Okay. 
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Do you have any idea how much the ribbons cost? 

A The figure was provided to me from operations in 

total, not separately. 

Q Do you know how many pieces can be bar-coded 

before a ribbon has to be changed? 

A No, sir. 

Q Okay. 

You list your source for that number as an 

engineering estimate? 

A Yes, sir. 

Q Do you have any detail on that beyond that it's 

half-a-cent apiece? 

A No, sir. 

MR. McKEEVER: Okay. 

Mr. Chairman, that's all I have. 

CHAIRMAN GLEIMAN: Is there any followup? 

[No response.] 

CHAIRMAN GLEIMAN: No followup? 

Questions from the bench? 

[No response.] 

CHAIRMAN GLEIMAN: No questions from the bench. 

Do you want to take a few minutes, counselor, with 

your witness? 

MR. ALVERNO: Please. 

CHAIRMAN GLEIMAN: Let's take 10. 
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[Recess.] 

CHAIRMAN GLEIMAN: Mr. Alverno, before we move 

ahead on the redirect, I have a couple of housekeeping 

matters and as long as Mr. Baker is still here and since I 

may ask him a question, I'd best do it now. 

During the course of cross examination I heard the 

witness mention a number of library references, among them 

Reference 145 and 195 and she may have referred to others 

also. 

I presume the Postal Service will continue to 

assure us that library references prepared for use in this 

case will be sponsored by a witness competent to answer 

questions on their content and development. That is one 

matter. 

The other matter that I need to touch on concerns 

the pending motion to strike portions' of the testimony of 

Witness Moeller that was filed by NAA. 

The Postal Service filed a response in which it 

indicated that it intended to present a witness to sponsor 

information relevant to that motion, and what I want to 

know, Mr. Baker, is October the 23rd, which is two weeks 

from today I think -- it is a Thursday -- an acceptable day 

as far as you are concerned? 

Witness Daniel has been kind enough to agree to 

come back to accommodate one of the other Interveners. and I 
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would like to know whether that would be a good day for us 

to attempt to schedule the cross examination that you might 

want to undertake of the witness the Postal Service is going 

to put up in connection with that pending motion. 

MR. BAKER: Mr. Chairman, I have not yet seen that 

supplemental testimony, although I understand it was served 

maybe yesterday and I should get it either in today's mail 

or tomorrow's. 

While I would like to reserve a final judgment 

until after I have had a chance to read it, right now I 

would think that looks acceptable to me. 

CHAIRMAN GLEIMAN: All right. I would 

respectfully request that if a problem develops between now 

and close of business tomorrow with regard to the 23rd,~if 

you would please let Mr. Sharfman, our General Counsel, 

know, so that we can do some juggling around of whatever 

schedule we are going to have. Thank you. 

With that, Mr. Alverno, do you have redirect for 

the witness? 

MR. ALVERNO: I'm sorry, Mr. Chairman, yes. 

I don't know how long Mr. Baker was planning on 

staying. I think -- 

CHAIRMAN GLEIMAN: Well, I don't know that he was 

leaving. 

MR. ALVERNO: Okay. 
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CHAIRMAN GLEIMAN: I just wanted to get my 

housekeeping out of the way. I have as you know from today 

I am having short term memory problems. 

MR. ALVERNO: One of the things we could do, I 

don't know if he was planning on staying at the Commission 

to do research or whatever afterwards, but we could have the 

messenger bring over a copy for him, if he would prefer to 

have one available. 

I mean I don't know how long you are going to 

stay. The messenger comes at a fixed time. 

MR. BAKER: I will go back to our previous 

off-the-record agreement this morning and call you when you 

go back to the office. 

MR. ALVERNO: All right. 

CHAIRMAN GLEIMAN: I know when the.messenger 

usually gets here, especially if there is a lot of paper to 

be delivered that day. It's two minutes to 5:00 and with 

any luck we won't be around here, or at least in the hearing 

room at that point in time. 

Mr. Alverno, we appreciate the offer, but -- 

MR. ALVERNO: Okay. Sometimes that messenger is 

coming at that hour because of me so I take responsibility 

for that. 

REDIRECT EXAMINATION 

BY MR. ALVERNO: 
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Q Ms. Daniel, I want to direct your attention to 

Exhibit D of your testimony, page 1, and this arose during 

Mr. Baker's cross examination of you. 

Do you have a copy there with you? 

A Yes, sir. 

Q And he asked you in particular about the line item 

identified as, at the bottom of the page, as non-walk 

sequenced endorsed nonletters, is that correct? 

A That's correct. 

Q Okay, and he asked you about the unit cost that is 

reported there of 2.2830, correct? 

A That's correct. 

Q Okay, and do you have an opinion as to whether or 

not that unit cost figure reflects the makeup o.f basic 

enhanced carrier route mail, that is, mail that is entered 

in -- it has carrier route within the basic category? 

A That would be the cost of basic nonletters whether 

or not they happen to be walk sequenced by the mailer or 

not. 

Q Okay. Could you illustrate for me an example in 

which a mailer would in fact present walk sequenced letters 

within the basic category? 

A A mailer could choose to walk sequence that basic 

mail, but if he didn't have 125 pieces, it would not have a 

WS endorsement. Any savings that the Postal Service 
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incurred or realized due to the mailer walk sequencing that 

mail for us is reflected in the not walk sequence endorsed 

unit cost. 

Q And this applies both to the line item for not 

walk sequenced endorsed nonletters as well as the nonwalk 

sequence endorsed letters? Do you have an opinion on that 

as to whether both -- 

A That is correct. The same argument is held for 

both letters and nonletters. 

MR. ALVERNO: That's all I have, Mr. Chairman, 

thank you. 

CHAIRMAN GLEIMAN: Recross? 

Mr. Baker. 

RECROSS EXAMINATION 

BY MR. BAKER: 

Q Ms. Daniel, the opinion that you just expressed, 

is it based on your understanding of how data in LRH-109 was 

collected, or is it based on some other foundation? 

A It's based on my understanding that as I admitted 

before, that mail that's not paying -- that is paying the 

basic rate could possibly be walk sequence, but it's not 

going to be able to have a walk sequence endorsement. 

The library reference used tallies of walk 

sequence endorsed pieces, and the tallies for pieces that 

were not walk sequence endorsed, so those pieces that were 
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not endorsed with walk sequence are basic rated pieces. And 

those are the costs. Whether or not it happened to be walk 

sequence or not, it's the cost for the pieces not bearing 

the walk sequence endorsement. 

Q I'm not sure I heard an answer to my question. My 

question was, was that belief -- is your opinion that you 

expressed on redirect based on something -- some 

understanding you have about LRH-109, or is it from some 

other source? 

A I would say both. 

Q You would say both. 

A It's my understanding independent of 109 that 

pieces -- that basic rate pieces may happen to be walk 

sequenced, and that those savings will be reflected, 

captured by the IOCS cost tallies that are used by Library 

Reference 109. It's my understanding from Library Reference 

109 that it used tallies for walk sequence endorsed pieces 

to go in the walk sequenced endorsed cost, and the cost of 

pieces not endorsed with the walk sequence -- with walk 

sequence to go in the not walk sequence endorsed, regardless 

of whether the pieces were actually walk sequenced. 

MR. BAKER: No more questions. 

CHAIRMAN GLEIMAN: Is there any further recross? 

There doesn't appear to be. 

If there is nothing further, Ms. Daniel, I want to 
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thank you for your appearance here today and your 

contributions to our record. This is your first time here? 

THE WITNESS: First time here in this seat. Not 

the first time here. 

CHAIRMAN GLEIMAN: You're a veteran now, and I 

think several of my colleagues mentioned to me, and I had 

the same opinion, that you -- for a first time out you 

handle yourself very well on the witness stand. 

THE WITNESS: Thank you. 

CHAIRMAN GLEIMAN: I just thought we would mention 

that to you. 

If there's nothing further, you're excused. 

THE WITNESS: Thank you. 

CHAIRMAN GLEIMAN: We will reconvene on Friday, 

tomorrow, October 10, to receive testimony from Witnesses 

Hume and Moeller. And again, as I mentioned, I just want to 

remind folks that -- who plan to cross examine that we are 

going to pull the plug at 4:30 tomorrow afternoon, and I'd 

like to talk with Postal Service counsel about Witness 

Moeller's availability early next week, perhaps on Tuesday 

morning, to pick up in the event that we don't finish by the 

time we stop tomorrow. Okay. 

Thank you. Have a good evening. 

[Whereupon, at 4:16 p.m., the hearing was 

recessed, to reconvene at 9:30 a.m., Friday, October 10, 
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