
6245 

Response of United States Postal Service Witness Degen to 
Interrogatories of National Newspaper Association 

NNAIUSPS-712-5, Please provide the total number of iOCS raw tallies 
underlying Cost Segments 3 end 6 (separately] for each year from FY 1966 
to FY 1996. For Periodicals Class - In-County mail, please pr’ovide the 
number of IOCS raw tallies underlying Cost Segment 3 end 6 (separately) 
for each year from FY 1966 to PY 1996. 

NNAlUSPS-Tl2-5 Response. 

See attachment 1. The data for FY 1987 were not available. 



Response of United Stales Postal Salvice Whets Degen 
lo Infemogalodes of Nalionel Nempaper Association 

AlIachmenl 1 

Table 1. Cowl of Tdal IOCS Raw Tdles 19lB - 1996 

YeOV 1906 1987 1988 1909 1999 1991 1992 1993 1994 1995 1996 

segfwd 3 4Q2.069 nodala 5l2187 520.710 510.743 499,199 339.268 425.115 425.914 433,004 423.346 

segmmlte 322,479 nOddO 3(912!lb 359.685 560.874 357.003 278.769 265.709 256.018 282,980 203,885 

T&Z. ComtofPefhxkak In-Goody IOCS Raw Tall&s 1968 - 1996 

YEW 19w 1987 1980 1969 1990 1991 1992 1993 1994 1995 1996 

segmmli3 646 llodda llw I364 890 609 309 306 307 203 225 

segmeds 577 no data 483 539 517 445 329 193 ‘154 150 125 



624-l 

Response of United States Postal Service Witness Degen 
to interrogatories of Office of the Consumer Advocate 

OCAIUSPS-Tl2-1. Please provide IOCS sampling information disaggregated 
by BMC’s, MODS, and non-MODS offices. In particular, please provide: 

8. The number of BMC’s, MODS, and non-MODS offices by CAG existing at 
the beginning of FY 1996. 

b. The number of employees by craft (or craft cost pool) and CAG at 
BMC’s, MODS, and non-MODS offices for FY 1996. These numbers can 
be presented by pay period or as an average of the pay period employee 
complements over the year. If provided as an average and there is 
significant fluctuation by pay period in the employee complements, then 
please provide the high and low complement values also. 

c. The total employee compensation (from the Payroll Data System) by craft 
and CAG at BMC’s, MODS, and non-MODS offices for FY 1996. 

d. A list of CAG A, CAG B, and BMC’s that were not included in the FY 
1996 IOCS office sample. Please designate the CAG and MOEIS status 
for each of these offices. 

,f 

e. For each office in part d of this interrogatory, please provide the number 
of employees by craft at BMC’s, MODS, and non-MODS offices for FY 
1996. Please provide numbers comparable to those provided in part b of 
this interrogatory. 

f. For each office in part d of this interrogatory, please provide the total 
employee compensation (from the Payroll Data System) by craft end 
CAG at BMC’s, MODS, and non-MODS offices for FY 1996. 

g. The number of BMC’s, MODS, and non-MODS offices by CAG that are in 
the FY 1996 IOCS’sample. 

h. The effective employee sample size by craft at ~BMC’s, MODS, and non- 
MODS offices for FY 1996. Please provide numbers comparable to those 
provided in part b of this interrogatory. 

i. The total employee compensation (from the Payroll Data System) by craft 
end CAG at BMC’s, MODS, and non-MODS offices for FY 1996 IOCS 
sample offices. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCAIUSPS-112-l Response. 

a. Please see Attachment 1 to this response. Attachment 1 contains two tables. 

The top table is a simple count of finance numbers in the FY 1996 AP 01 

Installation Master File (IMF). Not all of these finance numbers have clerks 

and/or mailhandlers, and not all of the MODS numbers are “eligible” for IOCS 

sampling. For instance, Remote Encoding Centers are not sampled in IOCS, 

but generate the bulk of the costs in the ‘LDIS” cost pool. The bottom table 

is based on finance numbers in NORPES which have clerks or mailhandlers 

at n point in FY96. Note that office counts taken at different points in time 

will not be identical. 

b. Please see Attachment 2 to this response. The numbers provided are 

averages, but the fluctuations in complements are small. 

c. Please see Attachment 3 to this response. The totals by office group are 

consistent with the YTDAMT column in LR-H-146, at l-27; these are the data 

which are relevant to the cost pool formation process. The dollar-weighted 

tallies are used to construct distribution keys only. For detail:; on the tally 

cost weighting procedure, please see LR-H-19. 
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Response of United States Postal Service Witness Degen 
to interrogatories of Office of the Consumer Advocate 

d. Please see Attachment 4 to this response. The list includes only offices 

“eligible” for IOCS sampling. The complements are averages as in pat-t b. 

Note that the table does not discriminate between finance numbers with zero 

complements and finance numbers not in NORPES. 

e. Please see the response to part d 

f. Please see Attachment 5 to this response. The table summarizes clerk and 

mailhandler compensation at glJ offices that were not selected for the IOCS 

sample. 

g. Please see Attachment 6 to this response. This table is based on unique 

finance numbers in the set of clerldmailhandler tallies. 

h. Please see Attachment 7 to this response for the MODS and non-MODS 

office groups. The employee counts are averages, as in the response to part 

b. Please see the response to part b for the BMCs, all of which are included 

in the IOCS sample. 



6250 

Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

i. Please see Attachment 8 to this response for the MODS and non-,MODS 

office groups. Please see the response to part c for the BMCs. 



.hmenl 1 

“* 

Response lo OCANSPS-TIE?-1 -- Atlachmenl 1 

Number of WCs. MODS Offices. and Non-MODS Offices in AP 01 N 1996 
Includes offces not eligible for IOCS sampling 

CAGAJS CAGC CAG D CAG E CAG F CAG G CAG Ii CAG J Total 

BMC 21 0 0 0 0 0 0 0 21 
MODS 699 156 24 4 0 0 0 0 083 
Non-MOD Lilt3 620 562 I.4111 1.686 2,994 3.675 4.849 16,463 

Tolal I.096 776 606 1.465 I.600 2,994 3.675 4.M9 17.367 

Tofal NORPES Offices wilh Clert and Mailhandler Employees 

CAGAfS CAGC CAGD CAG E CAG F CAG G CAG H CAG J Tolal 

BMC 21 0 0 0 0 0 6 0 21 
MODS 560 134 25 5 0 0 0 0 724 
Non-Moo 192 566 569 I.507 1.917 3.015 nla nfa 7.766 

Total 173 720 594 1.512 1.917 3,015 n/a n/a a.!xlt 

Nole: Detail not available for CAG tUJ 

Page 1 



Response lo DCMJSP5T12-l- AHachmenl2 ‘C,$ 

Average Number of NORPES CfedcsMalfhandlms for M 1096 by office gmup. crafl and CAG 

BMC’S 

CAGNB CAGC CAGD CAG E CAG F CAG G CAG H CAG J Tolal 

Clerk-Reg 
Cl&-Sub 
Maihandl 

Total Cler 

5.990 
1.566 

10.336 

17.604 

woo 
1.568 

10,336 

if.ao4 

MODS OFFICES 

CAGAA CAGC CAGD CAG E CAGF CAG G CAG l-l CAG J Total 

Cfetk-Reg i58.33a. 6.625 a73 261 0 0 0 0 168.097 
Clerk-Sub 42.137 1.660 206 55 0 0 0 0 44.265 
MaiHlandl 54,954 770 00 24 0 0 0 0 55.634 

Total Cler 255,430 w26a 1.156 339 0 0 0 0 268.196 

NON-MODS WFICES 

CAGAJl3 CAGC CAGD CAG E CAG F CAG G CAG H CAG J Tolal 

Cle!k-Re.9 3.695 la.606 9.745 I!,487 5.271 2 w3 6% 5: 57*6x? 
CleWSub 20.204 5.534 3,740 6.770 5.566 6:559 6.052 3.603 50.873 
Mailhandl 1.193 954 198 02 6 1 0 0 2.432 

Tolal Cter 30.092 25,296 13.684 18.339 10.842 9.449 6.750 3.655 118.958 
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Response lo OCMJSPS-Tl2-l- Altachmenf 3 . . . . . 

Total compensalbn of clerks ad maithandlers by offiie gmup. crafl and CAG 

Clerk-Reg 
Clerk-Sub 
Mailhandlers 
Tolal CletWMailhandlen 

Clerk-Reg 
Clerk-Sub 
Mailhandlers 
Tolal CferkJMailbandlers 

Clerk-Reg 251,955 944.014 463.667 530.328 242.616 127.176 31.812 2.591.969 
Clerk-Sub 45,646 209.565 143,155 266.557 224.290 244,373 262,194 1.395.699 
Mallhandlen 17.352 43.202 0.245 2.900 207 53 71.959 
Total CletWMaiIhandlen 314.955 i.i96.800 815.267 799.785 461.323 371.602 294.6cl6 4.059.73.3 

BMC’S 

CAGAIB CAG C CAG D CAG E CAG F 
277.966 

46.914 
416.645 
743.465 

CAG G CAG H/J TOTAL 
277,996 

46,914 
41a.645 
743.465 

MODS OFFICES 

CAG AiB CAG C CAG D CAG E CAG F 
7.394993 385.360 3gm472 4.371 
1.464.076 53.199 7.249 607 
2.223.022 26,674 3.638 97 

11 .oa2.002 465.431 50.359 5.275 

NON-MODS OFFICES 

CAG G CAG WJ TOTAL 
7.824.113 
1.525.324 
2.253.630 

11.603.667 

CAGAIE) CAGC CAGD CAG E CAG F CAG G CAG l-f/J TOTAL 
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Attachment 4 6254 

Response lo OCAtUSPS-112-l -Attachment 4 

CAG A and B facilities not included in IOCS 

Avg. Complement (NORPES) 

NAME 
FAYEl-fEVlLLE P6DF 
JONESBORO AR 
MARYSVILLE P6DF 
NORTH BAY P6DC 
SALlNAS PhDF 
MARGARET L SELLERS P6DC. 
SANTABARBARAP6DC 
SUN VALLEY CA 
PUEBLO co 
OLD SAYBROOK CT 
NATIONAL POSTAL MUSEUM PJT MKT 
U.S. HOUSE OF REPS PO 
DAYTONA BEACH 
DAYTONA P6DF 
GAINESVILLE P6DF 
LAKELAND P6DC 
MANASOTA P6DC 
MID FLORIDA P6DC 
MID FLORIDA CSU 
PANAMA CITY P6DF 
PENSACOLA P6DC 
SQUTH FLORIDA P6DC 
NdRTH METRO P6DC 
ATLANTA 1996 SUMMER OLYMPICS 
BUSSESURFACEHUB 
FOX VALLEY P6DC IL 
FRANKLIN PARK IL 
IRVING PARK ROAD PhDC 
SCHAUMBERG IL 
EVANSVILLE P6DF 
GARY PhDC 
MUNCIE P6DF 
SOUTH BEND 
SOUTH BEND PhDC 
BOWLING GREEN P6DF 
LONDON P6DF 
PADUCAH P6DF 
WELLS ME 
ANNE ARUNDEL DDU 
BALTIMORE INC MAIL PhDF 
EASTONP6DF 
FREDERICK 
FREDERICK P6DF 

MODS l62l 
Non-MODS 
MODS 162 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
Non-MODS 
Non-MODS 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
Non-MODS 
MODS 162 
MODS 162 
Non-MODS 
MODS 162 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
Non-MODS 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
MODS 162 

Page 4 

CAG Clerk-Reg 
A 0 
B 59 
A 75 
A 305 
A 70 
A 604 
A 189 
0 7 
B 79 
B 8 
A 5 
A 0 
B 66 
A 120 
A 135 
A 200 
A 256 
A 254 
A 64 
A 57 
A 152 
A 343 
A 889 
A 0 
A ‘17 
A 220 
B 27 
A 433 
0 102 
A 123 
A 190 
A 89 
8 82 
A 189 
A 63 
A 58 
A 39 
0 3 
A 37 
A 312 
A 53 
B 49 
A 90 

Clerk-Sub ailhandlers 
0 0 

17 6 
38 20 

108 123 
32 18 

106 339 
45 72 

7 0 
I3 16 
4 0 
0 0 
1 0 
8 0 

53 31 
75 40 
36 43 

137 91 
123 112 

13 0 
44 21 
52 49 

224 132 
275 299 

0 0 
76 82 

128 144 
5 1 

452 304 
35 9 
25 32 
60 74 
24 23 

0 0 
38 60 
24 0 
14 13 
28 0 

5 0 
14 3 
74 107 
22 22 

6 0 
27 32 
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Attachment 4 

%.ponse to OCANSPS-TlZ-1 -Attachment 4 

CAG A and B facilities not included In IOCS 

Avg. Complement (NORPES) 

NAME 
MAGOTHY BRIDGE DDU 
NORTHWEST P&D FACILITY 
CAPE COD PhDF 
MANSFIELD PRIORITY ANNEX 
NORTHERN HASP FACILITY 
IRON MOUNTAIN PhDF 
TRAVERSE GIN PhDF 
LITTLE FALLS MN 
OSSEO MN 
ROCHESTER PhDF 
GULFPORT PhDF 
CAPE GIRARDEAU PhDF 
HAZELWOOD MO 
JEFFERSON CITY MO 
%AND ISLAND PhDF 

>RFOLK PhDF 
RTSMOUTH PhDF 

JNMOUTH P&DC 
NO NJ PRIORITY MAIL PROC CTR 
NORTY JERSEY PMPC 
PISCA?AWAY NJ 
WEST JERSEY P&DC 
HALMAR AMF 
METRO NY PRIORIM MAIL CTR 
MID-HUDSON P&DC 
ROCKlAND PhDF 
SARATOGA SPRINGS NY 
FAYEl7EVlLLE P&DC 
HICKORY PhDF 
KINSTON PhDF 
FARGO P&DC 
HEBRON OH 
BETHLEHEM PA 
BLOOMSBURG PA 
KEYSTONE PhDF 
NEW CASTLE PhDF/PO 
VALLEY FORGE PA 
CHARLESTON PhDF 
FLORENCE PhDF 

ENTRAL DAKOTA PhDF 
‘ID GIN PhDF 

- 1 ERSBURG TN 
SUPPORT 6 REPAIR FAClLlPl 

MODS t62I 
Non-MODS 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
Non-MODS 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
Non-MODS 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
Non-MODS 
MODS t62 
MODS 162 
MODS 162 
MODS 162 
Non-MODS 
Non-MODS 
Non-MODS 
MODS 162 
MODS 162 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
Non-MODS 
MODS 162 

Pane 5 

CAG Clerk-Rep 
A 30 
A 10 
A 74 
A 0 
A 2 
A 0 
A 68 
B 4 
6 18 
A 0 
A 101: 
A 64 
B 30 
B 29 
A 46 
A 54 
A 72 
A 223 
A 0 
A 0 
B 43 
A 250 
A 0 
A 24 
A 333 
A 114 
0 17 
A 205 
A 100 
A 49 
A 0 
B 0 
B 22 
0 0 
A~ 18 
A 132 
B 2 
A 119 
A 73 
A 32 
A 0 
B 15 
A 0 

Clerk-Sub 
21 

5 
11 

0 
2 
0 

29 
4 

16 
0 

42 
45 
12 
11 
28 

9 
44 
71 

0 
0 
7 

71 
0 

267 
85 
22 

6 
100 
41 
38 

0 
4 
5 
6 

14 
16 

6 
40 
41 
15 

0 
7 
0 

ailhandlers 
3 

:: 
0 

49 
0 

13 
0 
0 
0 

36 
0 
0 
0 

11 
9 

46 
111 

33 
0 
4 

129 
0 

175 
154 

40 
0 

60 
35 
17 

0 
0 
7 
0 

66 
37 

0 
39 
25 

Q 
0 
0 
0 



Atlachmenl4 6256 

Response to OCAIUSPS-TlZ-1 -Attachment 4 

CAG A and B faciljlies nof included in IOCS 

Avg. Complement (NORPES) 

NAME 
AMARILLO PhDF 
CORPUS CHRISTI P&DC 
NORTH TEXAS P&DC 
GRAND PRAIRIE TX 
NORTH HOUSTON P&DC 
INTL 6 EXPDTD SVC CTR 
MCALLEN PhDF 
MIDLAND PhDF 
SAN ANTONIO AMF 
TYLER P&DC 
LOGAN UT 
WHITE RIVER JCT P&DC 
CHARLOl7ESVILLE PhDF 
NORFOLK AMF 
PASCO PhDF 
SEATTLE DDC-EAST 
SEATTLE DDC - SOUTH 
CLARKSBURG PhDF 
HUkTlNGTON PhDF 
EAU CLAIRE PhDF 
MILWAUKEE PRIORIN ANNEX 
OskOSH PhDF 
WAUSAU PhDF 
CHEYENNE P&DC 

MODS 162l 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
Non-MODS 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS f 62 
MODS 162 
Non-MODS 
MODS 162 
MODS I62 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 
MODS 162 

CAG Clerk-Reg Clerk-Sub ailhandlers 
A 119 74 37 
A 133 42 48 
A 612 303 237 
B 26 9 0 
A 610 308 25% 
A 51 25 9 
A 0 0 0 
A 62 28 28 
A 52 9 4 
A 90 4% 25 
B 1% 6 0 
A 180 50 132 
A 116 46 63 
A 37 51 22 
A 51 22 18 
A 94 57 14 
A 57 3% 1% 
A a0 28 30 
A 51 25 30 
A 77 15 2 
A 6% 37 77 
A 134 27 25 
A 105 36 4 
A 68 37 31 
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Response to OCAtlSPSTl2-l- AMchmed 5 f-c, 

Summary of clerk/mallhandlor cunpansatkm for olflces not included in IOCS 
by clan, ollke gmup and CA0 

MODS OFFICES 

Clerk-Reg 
Clerlr-Sub 
Mailhandlan 
Total ClerkslMallhandkm 

CAG A/B CAGC CAG D CAGE CAGF 
706,alz 165,611 37,936 4.371 
454.364 32,636 7.119 607 
202.461 is.203 3.636 97 

1.362.847 233,652 46.693 5.275 

NON-MODS OFFICES 

CAG G CAG H/J TOTAL 
0 0 933.919 
0 0 495.126 
0 0 221.419 
0 0 1.650.466 

CAG AtB CAGC CAGD CAG E CAG F CAG G CAG H/J 
Clerk-Reg 30.173 705.624 406.045 507.451 236,386 125.774 Not avail. 
Cletlc-Sub 6.603 170.632 126.989 256.163 218.434 241.125 Nd avail. 
Mailhandlers 2.240 26.204 6.294 2.656 207 53 Nol avail. 
Total CletltsIMaihandlsn 41.015 904,659 541.326 766.492 455.029 366.952 Nd avail. 

TOTAL 
2.013.455 
1.022.165 

39,855 
3.075.474 
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Response lo GCAAEPST12-l- AltrcJwnenl6 .‘tL 

khdqus linanw mfmben In IGCS chkJmaiihandler tallies by CAD and office group. CAG A-J 

CAGNB CAGC CAGLI CA0 E CAG F CAGG CAG H CAG J Total 

BMC 21 0 0 0 0 0 0 0 21 
MODS 413 56 . 2 0 0 0 0 0 473 
Non-MODS 61 111 51 56 46 36 33 39 459 

TOtsI ,515 169 59 56 46 36 33 39 953 
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Response lo OCAAJSPST12-l- AHachmenl7 4 .i 

Average Number of CleddMaiihendlers for FY 1996 Included In IOCS Sample in FY 1996 

MODS OFFICES 

CA0 AA CAG C CAG D CAG E CAG F 

CklibReg 137.663 4.366 33 105 
clerk-sub 33.174 773 4 14 
Mailhandlen 46,410 302 0 4 

Total Clwks/MaWhandlers 217,535 5.443 37 123 

NON-MODS OFFICES 

CAG G CAGH CAG J Total 

0 0 0 0 142.389 
0 0 0 0 33,965 
0 0 0 0 46.784 

0 0 0 0 223.137 

CAGAB CAG C CAG D CAG E CAG F CAG G CAG H CAG J Tolal 

Clerk-Reg 4.905 4.610 1.216 515 143 31 
Clerk-Sub 1.122 1,041 436 264 143 91 
M&handlers 393 310 42 1 0 0 

T&l ClerkslMailhandlen 6.419 5.961 1.696 799 286 

Note: All BMCs are hwluded in IOCS Sample; see Response lo OCAAJSPS-Tl Z-I, Allachmenl2 

122 

0 0 11,422 
0 0 3.117 
0 0 746 

0 0 15.284 
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Response to OWSPS-Tl2-1 - Aliadunenl 0 .p 

Total compensalion of d&s ad mailhandkn by OHI group, crawl and CAG. MOOS and Non-MOOS ofkes lnduded in IOCS sample 

MOOS OFFICES 

CAG AIB CAGC CAG 0 CAG E CAG F CAG G CAG Ii/J TOTAL 
Cbati-Reg 6.666.901 199.751 1.536 0 Not avail. 6.890,194 
Clerk-Sub 1.w9.714 20.352 130 0 Not avail. 1,030,195 
Mailhandlen 2.020.541 11,671 0 0 No1 avail. 2.032.211 
Total Cler(ls/Malhandlets 9.719.155 231,779 I.668 0 Not avail. 9.952.601 

NON-MOOS OFFICES 

CAGAIB CAGC CAG 0 CAG E CAG F CAG G CAG WJ TOTAL 
Clerlr-Rq) 221.782 238.390 55.822 22,676 6,429 1.402 Nol avail. 546,701 
Clerk-Sub 37,645 36.753 16.166 10.375 5,664 3.248 Nol avail. 111.450 
Mailhandlers 15.112 14.999 1.952 42 0 0 No1 avail. 32.105 
Told Cle1WMailh8ndkrs 273.940 292,141 73,939 33.293 12,293 4.650 Nol avail. 690,256 

Nolo: All BMCs are ikluded in IOCS Sample: see Response lo OCA/USPS-T 12-l. Allachmenl3 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCA-USPS-Tl Z-2. Please refer to footnote 13 of your testimony. This note 
states that IOCS does not sample Remote Encoding Centers, but ,that a 
distribution methodology based on sampled RBCS images in under 
development. 

a. Please describe the plans and current status for this Remote Encoding 
Center distribution methodology. 

b. Please describe any changes in the treatment of Remote Encoding Center 
costs between FY 1995 and FY 1996 and between FY 1996 end BY 
1996. 

OCA-USPS-T12-2. Response: 

a. initial data collection has begun for development of a new REC site 

distribution key. The final sample size and collection period will be 

determined after analyzing the variances across offices and days;. We do not 

know when the study will be completed because, as I said, the data collection 

period is not yet determined. 

b. My understanding is that there were no changes in the treatment of direct 

labor costs at Remote Encoding Centers (REC) between the FY 1995 and FY 

1996 CRAs. The BY 1996 treatment differs from FY 1996 in several ways. 

LDC 15 costs booked at the REC have been combined with LDC, 15 costs at 

MODS plants (i.e., Letter Mail Labeling Machine costs) to form a mail 

processing cost pool under the new methodology. An econometrically 

estimated variability, described in USPS-T-14, has been applied to the LDC 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

15 cost pool. The volume variable LDC 15 costs are distributed to subclass 

based on IOCS direct tallies in the BCSlOSS MODS operations (MODS 

operations 970-978). 



. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCANSPS-T12-3. Please refer to Tables 4 and 5 of your testimony. 

a. Please confirm that Table 4 contains the variability for each of the mail 
processing costs pools. If you do not confirm, please provide the cost 
pool variabilities. 

b. Please confirm that the costs shown in Table 5 incorporate the variability 
figures of Table 4. If you do not confirm, please explain how t.he Table 4 
variabilities are used. 

c. Suppose that there were an error in the second row of Table 4, and that 
the variability for the OCR cost pool should be 85 percent instead of the 
78.6 percent listed in your table. Then please confirm that Table 5 
should be modified by multiplying all entries in the column labeled 
“MODS ocr” by the ration (85/78.6). If you do not confirm, please 
explain how Table 5 would need to be updated. 

OCA-USPS-T123 Response: 

a. Confirmed. 

rr # 

b. Confirmed. 

c. Confirmed. 
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Response of United States Postal Service Witness Degen 
to interrogatories of Office of the Consumer Advocate 

OCAIUSPS-T12-4. Please refer to LR-H-146 

a. Please provide a copy of the SAS logs for programs listed in this library 
reference. 

b. Please provide the H-146 SAS programs in electronic form. 

OCA-USPS-T12-4. Response: 

a.-b. Please see LR-H-216, which will be filed shortly. 
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Response of United States Postal Service Witness Oegen 
to Interrogatories of Office of the Consumer Advocate 

OCAIUSPS-T12-5. Please refer to LR-H-146, lines 77-280 of program 
MOOSPOOL. 

a. Please provide a list of valid MOO values and a description of each. 

b. Please confirm that LOCs defined at lines 77-280 correspond to those 
listed on pages l-32 to l-38 of H-146. If you do not confirm, please 
explain. 

c. Please describe the difference between LOCl (program MOOSPOOL, line 
65) and the coded LOC’s at lines 77-280. 

d. Line 364 of MOOSPOOL refers to LOC of data set LOC96M. Is this LOC 
equivalent to the LOC codes assigned at lines 77-280 based on the 
MOOS values? Please explain. 

OCA-USPS-Tl2-5. Response: 

a. Please see Witness Bradley’s Testimony, USPS-T-14, Exhibit 14A. 

b. Confirmed. 

c. The LOCl variable and the coded LOC’s at lines 77-280 of program 

MOOSPOOL are equivalent. 

d. Yes. The LOCM96 data set contains the Pay Data System compensation 

totals partitioned by LOC. The LOCMOO data set contains the distributionof 

MOOS hours by LOC, used to partition the compensation totals to MOOS 
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Response of United States Postal Service Witness Oegen 
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number. The LOC variable is used to merge these data sets at lines 316- 

317. 
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OCAIUSPS-T12-6. Please refer to program MOOSPOOL of LR-H-146. 

a. Line 331 refers to a data set named ‘PAY.LOC96.” Please describe the 
contents, variable names and definitions, and possible values of all 
variables in data set PAY.LOC96. 

b. Has PAY.LOC96 been included in a library reference in this docket? If 
not, please provide this file in electronic form. 

c. Lines 62-67 of MOOSPOOL read a file names OPLOC96.OATA, 
referenced by infile MO096. Please describe the contents, variable 
names and definitions, and possible values of all variables of 
OPLOC96.OATA. 

d. Has OPLOC96.OATA been provided as a library reference in this docket? 
If not, please provide this file in electronic form. 

OCA-USPS-T12-6. Response: 

a. 
p 

I am informed that this file contains the Pay Data System compensation 

totals. For the MOOS office groups, the totals are summarized by LOC. For 

the BMCs and non-MOOS offices, the file contains the total clerk and 

mailhandler compensation for the office group 

b. Yes. The data are summarized by LOC and cost pool in LR-H-146, at l-8 to I- 

10. for the MOOS offices and mail processing LOCs. The totaIls for the 

MODS administrative and window service cost pools are in LR-H-146, at l-28. 

The totals for the BMCs and the non-MOOS ofices are in LR-H-146, at l-27. 
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c. The file OPLOC96.OATA contains FYg6 MOOS workhours by MOOS 

operation number and LOC. The MOOS number is contained in the MOO 

field (line 63), a description of the MOOS number is in MOONAME (line 64), 

the non-supervisory LOC associated with the MOOS number is in LOCl (line 

65), and the MODS hours are in HRS (line 65). 

d. Yes. The data are reported in LR-H-146, at l-12 to l-26 
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OCA/USPS-T12-7. Please confirm that the cost data reporting system for 
cost segment 3.1 has been changed for BY 1996 by incorporating MOOS- 
based data and by redefining variability assumptions for clerk and 
mailhandler costs. If you do not confirm, please explain the purpose of your 
testimony. 

OCA-USPS-Tl2-7. Response: 

Not confirmed. None of the cost data reporting systems (e.g., ICCSI have 

been changed. The purpose of my testimony is to describe the c:hanges 

that were made to the formation of cost pools and the associated 

distribution keys. These changes were required to refine the variabilities 

and distributions associated with cost segment 3.1. 
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OCANSPS-T12-8. Please refer to page II-5 of H-l 46. This refers to the 
tally encrypted finance number, F2 on the FY 1996 IOCS data sel:. If 
additional IOCS variables are encrypted or suppressed, then: 

a. Please list all other IOCS variables that are encrypted. 

b. Please list all other IOCS variables that are suppressed. 

c. If any IOCS variables are suppressed, then how are they coded on the H- 
23 data file? If suppressed values are simply blanked out, how can they 
be distinguished from missing values? 

OCA-USPS-T12-8. Response: 

a. My,understanding is that only the finance number is encrypted. 

b. I am informed that no variables are specifically suppressed. Rather, 

variables not used in the analyses presented in this docket are left out of the 

LR-H-23 flat file to keep the file size manageable. 

c. My understanding is the suppressed variables are simply omitted from the 

LR-H-23 flat file representation of the IOCS data file. 
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OCAIUSPS-T12-9. Please refer to programs MOO1 POOL (lines 13-209) and 
MOOSPOOL (lines 77-280) of H-146. Please confirm that the LOC 
assignment in MOO1 POOL is identical to the assignment of LOC values in 
MOOSPOOL. If you do not confirm, please identify the differences and 
explain why a different algorithm was used. 

OCAIUSPS-T12-9. Response: 

Not confirmed. The MOOS International cost pool is assigned LOC=l9 in 

program MOO1 POOL. However, the difference is innocuous, since the LOC 

coding in MOO1 POOL is not used in the MODS distribution key formation 

process. 
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OCA/USPS-T12-10. Please refer to program MOD1 POOL, lines 297-413, of 
H-146. This section of code begins with the comment “REMAP TALLIES 
WITH NO MODS CODES OR INVALID MODS CODES.” 

a. Please confirm that this program only processes IOCS data from MODS 
offices. If you do not confirm, please explain. 

b. How many MODS IOCS tallies had no MODS codes? 

c. How many MODS IOCS tallies had invalid MODS codes? 

d. How many unique MODS finance numbers were associated with the 
IOCS tallies having invalid or missing MODS codes? 

e. Do all the relationships implied at lines 297-413 also hold for tallies with 
valid IOCS MODS codes? Please explain. 

f. Please explain how MODS codes could be missing or incorrect for an 
IOCS observation at a MODS office, collected using IOCS CODES data 
entry devices. Please explain why IOCS CODES software would be 
programmed to allow entry of invalid or missing MODS codes at MODS 
offic&. 

B 

OCA-USPS-T12-10. Response: 

a. Confirmed. 

b. I am informed that the FY96 IOCS data set includes 2.145 tallies taken at 

MODS offices that have a blank MODS operation code, and 152 tallies taken 

at MODS offices that have,a ‘000 MODS operation code. 
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c. The FY96 IOCS data set contains 246 tallies with invalid MODS codes 

(excluding blanks and ‘000’). 

d. There are 304 unique finance numbers associated with the tallies with 

missing or invalid MODS numbers. 

e. Generally, cost pool assignments based on the IOCS operation detail are the 

same as the MODS code assignment, since the clocked-in MODS number 

generally corresponds to the activity the employee is actually working. 

However, it is possible that the sampled employee’s activity is not consistent 

with the MODS operation number. Since the cost pool formation 

methodology is based on recorded MODS hours rather than sampled 

employee activities, it is appropriate to give precedence to the MODS code to 

classify the tallies by cost pool. This ensures the cost pool costs are 

distributed to the activities that the relevant employees actually performed. 

The “REMAP” code is therefore only used as a technique for predicting the 

missing MODS code. 

f. The MODS code for a tally could be missing or invalid because ,the data 

collector failed to enter one or entered an erroneous one. The CODES 

software does not require entry of the MODS code for completion of a test 



. 
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and prior to FY97 the CODES software did not test entered MODS codes for 

validity. 

The entry of an invalid MODS code could be caused by a mistake by the 

sampled employee, miscommunication between the sampled emplloyee and 

the data collector, or a data entry error by the data collector. Invalid codes 

are extremely rare (246 out of 193,136 tallies). 

Failure to enter a MODS code could be caused by not finding an employee 

on break, data collector error, or uncertainty on the part of the sampled 

employee. Data collectors are instructed not to enter uncertain data. If the 

sampled employee does not know the MODS code, the data collector should 

follow up, but the exigency of mail flows sometimes prevents the employee 

from spending that much time with the data collector. Blank MODS codes 

are relatively rare (2,145 out of 193,193 tallies). 

g. The CODES software does not require a MODS number because doing so 

could result in loss of valuable information when the MODS number cannot 

be determined. Please see my answer to (f) above. CODES has been 

modified to check the validity of MODS codes beginning with FY97. The 
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small number of invalid MODS codes does not create a problem historically. 

It should be completely eliminated going forward. 
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OCAAJSPS-T12-11. Please refer to page II-6 and line 415 of program 
MOD1 POOL of library reference H-146. Line 415 begins a section of the 
program with the comment ‘MODS-BASED ENCIRCLEMENT.” 

a. Please explain what is meant by the term ‘MODS-based encirclement.” 

b. Please provide all documents or materials prepared by or for iany 
subdivision of the Postal Service related to ‘MODS-based encirclement.” 

c. Please describe what is accomplished by the “MODS-based 
encirclement” portion of MOD1 POOL, at lines 415-505. 

OCA-USPS-T12-11. Response: 

a. “MODS-based encirclament” refers to the algorithm that determines whether 

tallies with special service activity codes (field F262) should be assigned to 

the special service or the underlying mail class. This procedure is “MODS-. 

:; based” in the sense that the primary datum used to make this determination 

is the tally’s cost pool. That is, in certain cost pools-e.g., Registry, 

Business Reply, LD46-SSv-the costs associated with the tally are generally 

assumed to be caused by the special service, while in others-e.g., manual 

letters, BCS, Platform-the costs are generally assumed to be caused by the 

underlying mail class of the sampled mail. The activity code for the 

underlying mail class is extracted, if possible, from the F244 field. 
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b. The code referenced in the question and the description in LR-H.-l46 at II4 

are the only materials of which I am aware. 

c. This portion of the program carries out the procedure described iin the 

response to part (a) of the interrogatory. The ACTV variable contains the 

activity code used in subsequent processing of the tallies. The ‘MODS- 

based encirclement” code determines whether ACTV should contain the 

F262 activity code or the F244 activity code, for tallies which are coded with 

special service activity codes (0010-0300) in F262. For instance, a tally 

where the employee was handling a single piece of Registered mail (F262 = 

‘0060’ and F9214 = ’ ‘) will keep the F262 activity code irrespecl.ive of the 

,F cost pool. A Business Reply tally (F262 = ‘0090’) will receive the F244 

activity code unless it falls in the BusReply. LD46 Oth, LD46_S!Sv, 1 Bulk Pr, 

iSCAN, lPOUCHING, lCancMPP, lOPpref, lOPbulk, iSackS,-h, lMISC, 

1 SUPPORT, LD43, LD46_Adm, or 2ADM cost pools. Lines 472-503 treat 

tallies with more than one special service code. If none of the encirclement 

criteria apply, ACID is assigned based on the F262 activity code (line 505). 
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OCANSPS-Tl2-12. Please refer to lines 151-155 (the KEEP option) of program MBC 
of LR-H-146. 
a. Please confirm that among the variables kept at this stage of the program are 

variables F266 and F226. If you do not confirm, please explain how to interpret 
this SAS “KEEP” option. 

b. Please confirm that this program MBC operates on the FY 1996 IOCS data file 
contained in LR-H-23. If you do not confirm, please describe all files this 
program relies upon. 

C. Please confirm that the SAS program that producdd the H-23 IOCS file does not 
output any values for the variables F266 and F226. See pages 5-10 of the 
printed documentation accompanying the IOCS file. If you do not confirm, 
please explain and, if necessary, update pages 5-10 of H-23. 

d. Please define the variables F266 and F226. 
e. Are the variables F226 and F266 used in LR-H-146? If so, please describe how 

they are used. 
f. Do other Postal Service witnesses or library references rely upon the values of 

F266 and F226? If so, please describe how they are used. 

OCNUSPS-T12-12 Response. 

a. Confirmed. 
f 
b. Program MBC, as it appears in LR-H-146, operates on the IOCS tally file in the form 

of a SAS data set which contains numerous fields which are not used by any 

programs in LR-H-146. The LR-H-23 file is a flat file representation of that SAS 

data set which permits replication of results based on IOCS data, and which 

facilitates distribution of the relevant data. It would be more accurate to say that the 

LR-H-23 file is compatible with the programs in LR-H-146, including program MBC. 

In the ‘MODTABLE” data steps, program MBC employs the file ‘MODF96,” which 

identifies the finance numbers in IOCS which belong to the MODS ‘182 office group. 

The “MODFg6” file was included on the LR-H-146 diskette as modsfin2,dat. 
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c. Confirmed. 

d. I am informed that F226 and F266 are undefined in the FY 1996 lOC,S data file. 

e. No. 

f. I am not aware of any other witnesses or library references that make use of F226 

or F266. 
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OCAIUSPS-T12-13. Please refer to library reference H-23, line 2 of program 
MODlDIR. This line sets an error option with the statement “OPTIONS ERRORS=l;“. 
Please explain the purpose of this SAS statement. 

OCAJUSPS-T12-13 Response. 

I consulted the SAS User’s Guide: Basics, Version 5 Edition (Cary, NC: SAS Institute, 

Inc., 1985) p. 434. The function of the “OPTIONS ERRORS” statement is to “specify 

the maximum number of observations for which complete error messages are printed.” 

I am informed that this statement was included in MOD1 DIR and several other 

programs in LR-H-146 to limit the size of the programs’ SAS log files. 
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OCAIUSPS-T12-14. Please refer to lines 4345 of MODlDlR or to lines 65-67 of 
NONMOD12. LR-H-23. These lines contain the following SAS statement: 

a. 

b. 

C. 

d. 

IF ‘B’<=Fl33<=‘E’ OR F133=‘M’ 
OR ‘A’<=F9635<=‘C’ OR F9635=‘K THEN HANDLING = ’ PC-CRD’; 

ELSE HANDLING = ’ PC-LTR’; 

Please confirm that the variable F9635 contains single piece shape after June 
30, and F133 contains single piece shape prior to July 1, 1996. If you do not 
confirm, please explain the difference between these two shape variables. 
Please confirm that an F9635 value of ‘A’ corresponds to letters, ‘B’ corresponds 
to cards, ‘C’ corresponds to USPS forms, and ‘K corresponds to detached 
address cards. If you do not confirm, please explain how to interpret H-23, page 
44. 
Please confirm that an F133 value of ‘A’ corresponds to letters, and values ‘B’, 
‘C’, ‘D’, ‘E’, and ‘M’ correspond to cards. If you do not confirm, please explain 
how to interpret H-23, page 44. 
Please explain why the variable HANDLING is set to ‘PC-LTR’ fo,r letter shaped 
tallies received prior to July 1, but it is set to ‘PC-CRD’ for letter shaped tallies 
received after June 30, 1996. 

OCAIUSPS-T12-14 Response. 

>: 

a. Confirmed. 

b. Confirmed. 

c. F133 value ‘D’ corresponds to USPS forms. Confirmed for other cocles. 

d. The program is in error. The statement should read: 

IF ‘B’c=F133<=‘E’ OR Fl33=‘M 
OR ‘FYc=F9635c=‘c’ OR F9635=‘K THEN HANDLING = ’ PC-CRD’; 

ELSE HANDLING = ’ PC-LTR’; 

The error affects the shape distribution factors used to distribute loose letters and : 

cards in “identified” containers, and thus will have some effect on the container and 



6282 

Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

not-handling stages of the distribution key formation process. Attachment 1 to this 

response contains corrected volume-variable costs by subclass and wst pool. 
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Subclass or Special Selvice 

Letters and Parcels 
Presort Letters and Parcels 
Postal Cards 
Privale Mailing Cards 
Presorl Cards 
Priority 
EXpreSS 
Mailgrams 
Wilhin Counfy 
Outside County - Regular 
Outside County - Non Profii 
Outside County - Classroom 
Third Single Piece Rate 
Bulk - Regular Carrier Route 
Bulk - Regular Dther 
Bulk - Non Pmfit Carder Route 
Bulk - Non Profit Other 
Parcels - Zone Rate 
Bound Printed Matfer 
Spedal Rafe 
Library Rale 
USPS 
Free for BlindIHandicapped 
International 

R&W 
Ceflified 
insurance 
COD 
Special Delivery 
Soecial Handling 
Oiher Special S&vices 
Tolal 

FY96 Volume-Variable Mail Processing Costs 
Lelter&d shape assignment corrected 

IODS i a.2 
Es/ express fsml lsml manf manl manp mecparc 

341.925 2.317 370.569 494.594 175.531 632,527 4,328 1.518 
168;983 

0 
6,755 
3,380 

393 
106 

0 
2 

614 
365 

1 
2,255 
6.620 

17.952 
2,160 

25,676 
41 
56 

4 
2 

705 
2 

2,665 
27 

0 
0 
0 
0 
0 

483 
0 

78 
0 

1,924 
26,727 

0 
1 

174 
5 
0 

159 
11 

270 
1 

107 
14 

6 
107 

0 
923 

1 
2,062 

57 
0 
0 
0 

28 
0 

181324 
0 

369 
3 

7.983 
164 

0 
501 

39,303 
8,049 

831 
4,169 
9,225 

171.614 
661 

27.307 
1.311 
2,023 
1,161 

325 
4,299 

0 
6,507 

112 
0 
0 
0 
0 
0 

691797 
604 

26,377 
3,673 

247 
490 

0 
99 

931 
393 

1 
2.402 
3,194 

30,018 
666 

13,993 
93 
17 

104 
1 

2.148 
1 

10,860 
39 

0 
0 
0 
0 
0 

12;645 119,817 548 18 
0 552 0 0 

77 34.014 2 99 
336 8.502 1 0 

10,050 4,215 8,663 3.081 
768 1.309 421 1 

0 72 0 0 
2,923 639 0 12 

72,575 10.753 1,024 513 
10.795 2.123 201 171 

383 1 0 7 
4,207 7,679 312 8 
6,895 9,801 564 223 

111.481 148.954 3,172 484 
608 1,530 1 64 

22,942 81,877 181 369 
711 626 3,393 1,221 

2.732 378 555 317 
802 301 992 101 
671 64 254 197 

1,826 5,325 512 78 
553 398 0 2 

5,399 13,706 544 6 
65 544 52 3 

0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 

774 2 1.728 1,830 885 4,509 1 152 
643,888 35,456 676,538 662,170 445,858 1.069.833 23,719 8,866 
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Subclass or Special Service 

Letlen and Parcels 
Presort Letlers and Parcels 
Postal Cards 
Private Mailing Cards 
Presort Cards 
Priority 
IEXpreSS 

Mailgrams 
Within County 
Outside County - Regular 
Oulskle County - Non Profit 
Oulside County - Classroom 
Third Single Piece Rate 
Bulk - Regular Carder Route 
Bulk - Regular Olher 
Bulk - Non Profa Carrier Roule 
Bulk - Non Profa Other 
Parcels - Zone Rate 
Bound Primed Matier 
Special Rate 
Library Rate 
USPS 
Free for Blind/Handicapped 
lnlema6onal 
Registry 
Certified 
insurance 
COD 
Special Delivery 
Special Handling 
Other Special Services 
Total 

FY96 Volume-Variable Mail Processing Costs 
Letler/&rtJ shape assiqnment corrected 

cd priority spbs 0th spbs Prio BusReply INTL LDIS LD41 

119,023 7.861 19.057 9.517 7.334 6.102 276,906 8,586 
27.271 

71 
3,030 

627 
29 

2 
0 
0 

260 
66 

0 
357 

2.407 
12.617, 

797 
5.710 

6 
2 

76 
0 

446 
1 

2.491 
146 

0 
0 
0 
0 
0 

1,013 
0 

165 
0 

60.632 
1,173 

0 
2 

630 
8 
0 

396 
265 
704 

9 
169 
389 

97 
171 

4 

3.064 
67 

2.726 
42 

0 
0 
0 
0 
0 

903 
0 

86 
136 

7,017 
0 
0 

151 
5,229 
1,229 

139 
I.073 
6.514 

29.095 
478 

5,866 
705 

1.104 
384 
236 
668 
511 
143 

33 
0 
0 
0 
0 
0 

1,310 ‘926 1.160 53.179 5,656 
0 0 0 0 0 

21 476 259 8,843 0 
I2 129 0 1,850 91 

27,718 285 2,008 0 IO 
32 114 1,990 0 0 

0 0 0 0 0 
2 I 24 0 0 

1,161 18 1.198 1.186 76 
135 2 81 0 0 

0 0 3 0 0 
189 447 119 1,938 109 
793 11 I21 4.506 236 

1,697 547 1,405 22,373 1,600 
I2 I 1 0 68 

108 99 329 4,547 364 
1,032 157 236 0 0 

180 160 I 0 0 
252 0 2 0 0 

2 1 34 0 0 
536 277 292 1,321 0 
556 1 123 0 76 

1,029 294 65.706 5,932 0 
78 89 3,453 0 0 

0 756 33 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 4 0 0 

561 97 111 2 12.857 5 956 0 
176.219 99,686 81,666 46,373 24.981 88,674 383,539 16,873 
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Subclass or Spactal Service 

Letters and Parcels 
Presort Letters and Parcels 
Postal Cards 
Private Mailing Cards 
Presod Cards 
Pllorlty 
Express 
Mailgrams 
Wahin County 
Outside County - Regular 
Outside County - Non Profit 
Outside County - Classroom 
Third Single Piece Rate 
Bulk - Regular Carrier Route 
Bulk - Regular Other 
Bulk - Non Pmtit Carder Route 
Bulk - Non Pmfe Other 
Parcels - Zone Rate 
Bound Printed Matter 
Special Rate 
Library Rate 
USPS 
Free for BlindMandlcapped 
httemational 

MM-Y 
Certified 
insurance 
COD 
Spaclal Delivery 
Special Handling 
Other Special Services 
Tolal 
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FY96 Volume-Variable Mail Processing Costs 
Letter/c&l shape assignment corrected 

.D42 LD43 LD44 LD48 Exp LD48 Dth LD48-SSV LD49 LD79 

893 168,942 59,094 214 7.833 4,156 81,152 7,794 
106 

0 
15 
37 
21 

I 
0 
0 

59 
1 
0 

77 
35 

546 
27 
63 
23 

0 
21 

0 
21 

0 
I 
0 
0 
0 
0 
0 
0 

43,034 
84 

4,036 
917 

29,354 
4.214 

0 
1.006 

21,991 
3.488 

87 
3.261 

30.202 
66.400 

3,474 
14,489 
10,457 

4.721 
4,664 

839 
2.667 

723 
2.717 
I.308 
2.006 

116 
317 

0 
0 

18,008 
0 

1,079 
68 

3,526 
757 

0 
138 

3,189 
415 

0 
67 

I .414 
11.716 

301 
1.816 

169 
258 
379 

2 
522 

I 
369 
358 

0 
0 
0 
0 
0 

I6 
0 
I 
0 

19 
1,092 

0 
0 
9 
0 
0 
I 
9 

36 
1 

14 
IO 
4 
3 
I 
1 
0 
3 
8 
0 
0 
0 
0 
0 

2:356 
2 

275 
46 

1.132 
257 

0 
23 

721 
140 

2 
124 

I.098 
2,284 

I78 
503 
359 
II6 
181 

I7 
147 

16 
71 

305 
498 

15 
45 
IO 

0 

894 
0 

113 
0 

588 
I.330 

0 
0 

180 
81 

0 
80 

244 
776 

1 
31 
35 
58 

117 
0 

311 
0 

243 
1,851 
2,016 

0 
63 

150 
0 

61,937 18,438 
0 0 

5,831 1,334 
1.963 1,131 
1.711 1.606 

12 33 
0 0 

648 423 
21,683 1,270 

5,671 787 
I 0 

0.241 1,072 
2,252 6.703 
9,430 37.124 

305 I.388 
1,532 16,598 

612 461 
1,925 6 

283 2 
77 1 

11,970 1.481 
214 1 
999 680 

I3 62 
0 0 
0 0 
0 0 
0 0 
0 0 

0 1,973 292 0 757 2,976 11,358 37 
1.946 427.688 103.941 1,441 19,512 16,292 229,818 98.430 

Page 3 of 7 



Subctass or Special Service 

Letters and Parcels 
Presort Letters and Parcels 
Postal Cards 
Private Mailing Cards 
Piesoil Cards 
Priority 
EXp-t?SS 
Mailgrams 
vVithin County 
Outside County - Regular 
Outside County - Non Pmfd 
Outstde County - Classmom 
Thhd Single Piece Rate 
Bulk - Regular Canter Route 
Bulk - Regular Dther 
Bulk - Non Pmfa Carder Route 
Bulk - Non Pm61 Other 
Parcels - Zone Rate 
Bound Printed Matter 
Special Rate 
Library Rate 
USPS 
Free for Btind7Handlcapped 
tntemationat 

WHY 
Certitied 
insurance 
COD 
Soeciat Deliven 
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FY96 Volume-Variable Mail Pmcessing Costs 
Letter/cafd shape assignment corrected 

NILGRAM Registry REWRAP 1 Bulk pr ICancMPP IEEQMT IMISC IOPbulk 

0 1.806 6.324 2.093 157.064 15,100 51.997 51,523 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

255 
0 
0 
0 
0 
0 
0 

39 
0 
0 
0 
0 
0 
0 

8 
0 

44 
0 

310 
416 

0 
0 

52 
1 
0 
1 
3 

39 
0 
5 

35 
7 

65 
0 

339 
0 

324 
15,586 

80 
0 
0 
0 
0 

.I83 31740 
246 0 
725 58 

0 222 
1,638 310 

0 7 
0 0 
I 3 

245 309 
8 16 
1 1 

201 162 
13 412 

1,816 541 
0 I2 

26 449 
3 I6 
I 77 
0 9 
0 3 
6 4 
0 2 

807 20 
0 4 
0 0 
0 0 
0 0 
0 0 
0 0 

8:200 
64 

3,758 
205 

6,494 
177 

0 
I2 

1,391 
I32 

4 
999 
757 

2,793 
87 

1,194 
918 
160 
167 
190 

1,501 
172 

2,014 
15 
0 
0 
0 
0 
0 

3,386 
10 

440 
110 

1,986 
563 

0 
319 

2,590 
404 

27 
271 

1,294 
7.604 

190 
1,685 

774 
262 
135 

53 
217 
220 
827 
420 

54 
1 
5 
2 
1 

8,964 10,954 
27 0 

1.780 625 
642 293 

5,763 7,270 
1,137 370 

I 0 
105 165 

3,948 13.107 
800 1,626 

40 591 
699 2,290 

1,738 17,563 
13.510 98,253 

234 2,734 
4.069 21,620 

759 2,024 
356 1,905 
188 1,021 
69 136 

986 157 
82 2 

3,329 941 
571 14 

79 0 
0 0 
2 0 
2 0 
2 0 

300 2 0 I.689 251 858 284 
293 19,423 12,245 8,470 188,155 39,210 102,738 233,465 
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Subclass or Special Service 

Letters and Parcels 
Presort Lellen and Parcels 
‘Postal Cards 
Private Mailing Cards 
Presort Cards 
PlIortty 
Express 
Mailgrams 
Wilhin County 
Outside County - Regular 
Outside County - Non Pmgt 
Outskte County - Classroom 
Third Single Piece Rate 
Bulk - Regular Carder Route 
Bulk - Regular Other 
BuFk - Non Pmfa Carder Route 
Butk - Non Pmfd Other 
Parcels - Zone Rate 
Bound Prtnted Matter 
Spedal Rate 
Library Rale 
USPS 
Free For BlindMandlcapped 
lntemational 
Registry 
Certified 
pcu”““q 11_1 ,m,,u* 
COD 
Special Delivery 
Special Handling 
Other Special Services 
Total 

Attachment I - Re OCAAJSPS-TIZ-I4 

N99 Volume-Variable Mail Processing Costs 
Letterlcant shape asslgnmenl corrected 

OPpreF IPlatFrm 1 POUCHN I SackS-h 1 Sacks-m 1 SCAN I SUPPORT Total MODS 

240.437 233.887 181,209 20,650 8.601 17.908 54.177 3.853.428 
66,163 

90 
3.423 

836 
40,602 

1.942 
0 

790 
53,230 

6.524 
433 

2.980 
14.286 
64.214 

684 
19.041 

3.211 
2.437 
1.219 

515 
4.331 
1.238 
4,992 

517 
0 
0 
0 
0 

43 

42.597 1,510 
373 0 

2,731 9 
1,616 1 

26,827 3.488 
2.694 40 

0 0 
235 40 

17,921 7.716 
3,700 2.765 

349 27 
1.834 125 
5,039 2,708 

49.607 10,098 
390 307 

7,424 2,353 
2,141 2,919 

928 484 
1,025 797 

944 1 
2,276 3 

794 0 
9,916 3,335 

229 14 
0 0 
0 0 
0 0 
0 0 
0 0 

516 411 235 76 0 59 753 47,098 
536,694 647.257 363,035 89.017 47.342 48,110 107.865 7,824.323 

54,141 
122 

2,988 
1.295 

87,828 
9,657 

0 
926 

51,209 
7.466 

459 
4,676 

22,667 
88,888 

1.564 
18,136 
24,416 

6,171 
5.623 
1.154 
5,510 
1,276 

16,277 
416 

53 
0 
0 

44 
0 

6,979 
0 

425 
0 

14.743 
1.279 

0 
664 

12.002 
2,395 

22 
509 

4,691 
13,192 

560 
2,784 
3,530 

785 
620 
258 
740 
267 

1,815 
0 
0 
0 
0 
0 

31 

5,789 
0 

54 
0 

17,194 
3,367 

0 
3 

1.063 
I7 

1 
141 
493 

1,056 
11 
87 
48 

241 
4 
4 

42 
2 

339 
183 

0 
0 
0 
0 
0 

101440 '847;8i61 
33 2,279 

1.565 111.759 
400 28.722 

5,686 410,545 
1.116 63,759 

1 74 
163 10,019 

4.734 354,180 
765 62,865 

48 3.459 
658 54.269 

1,933 169.158 
15.241 1.107.144 

212 19,735 
3,947 287,307 

920 64,010 
319 28,853 
225 21.407 

62 6,156 
837 56,268 

99 7.399 
2,691 172,779 

416 27.072 
118 5,695 

0 133 
78 510 

5 243 
3 84 
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Attachment 1 - hdponse to OCAAJSPSTIZ-I4 

Subclass or Spedat Service 

LetIers and Parcels 
Pnsotl Letters and Pare.& 
Postal Card6 
Private Malttng Cards 
Presort Cards 
Prlorny 

Mailgrams 
Whin County 
Outside County - Regular 
Oulside County - Non Pmf6 
0uWde Counly - Classmom 
Third Single Ptece Rate 
Bulk - Regular Carrier Rode 
Butk - Regutar Other 
Bulk - Non Pmfd Car&r Route 
Bulk - Non PmlU Other 
Parwts - Zont Relc 
Bwnd Prlnkd Matter 

mf+a@ 
Librasy Rate. 
USPS 
Free for BRndMandlcspped 
tnlem6ttonal 

RegiW 
CwIlfd 
Insurance 
COO 
Special Dettvery 
Special Handing 
OtherSpecial Services 
Total 

‘MO 

FVQ&~Varleble Mail Pmcesstng Costs 
Letterlcd shape assignment awreded 

BMC cost Pools 
OTW PIA PSM SPB SSM TotalBMC Non-MODS 

1 1.w 498 553 942 110 4.051 794.125 
2 0 201 0 605 106 
0 0 0 0 0 0 
0 93 14 0 0 0 
0 0 0 0 0 0 

83 599 330 343 79 1 
0 0 19 0 0 0 
0 0 0 0 0 0 
0 20 35 0 27 12 

503 3,720 5.499 118 1.522 4,545 
2 856 1.328 2 571 727 
2 414 325 0 8 113 

70 4.208 2.310 2.311 1.812 383 
415 5.437 5.151 677 I.671 2.679 

4.377 42.940 27,739 23.113 23.165 11.629 
65 656 374 75 141 124 

536 7.149 3,509 I.352 4,338 1.613 
6,250 23.992 21.154 12.329 3.752 3,529 
1.308 9.133 8.377 10,500 1.316 615 
1.066 9.737 7.456 15.578 1.917 1,422 
1,215 I.951 1.966 2.332 315 353 

639 IPJQ 1,191 377 516 205 
1 5% 276 560 455 0 

ea7 10.622 5.659 5.434 3,393 1.719 
0 105 25 0 36 0 
0 0 0 0 0 0 
0 8 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 

917 
0 

107 

1.438” 
IQ 

0 
95 

15.906 
3,463 

663 
IO.893 
10.230 

133.164 
1,437 

16.096 
73.005 
31.450 
37.199 

6.151 
4.145 
1,689 

2rJI5 
166 

0 
8 
0 
0 
0 

2i4.438 
935 

24.647 
7,707 

65,920 
20.556 

0 
5,045 

91,108 
14.265 

I.311 
12.912 
60.272 

299,550 
7.710 

6o.ml 
19.634 
12906 
8.471 
lJ5a 

17.070 
726 

6.461 
14,en 
12,769 

630 
1,307 

0 
115 

0 84 6 43 0 0 1331 26.608 
19.642 125.277 93,468 75.698 46,563 30.486 391.158f 1.627.048 
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Subdass or Spdal Sewke 

Lelters and Parcels 
Presort Letters and Parcels 
Postal Cards 
Prtvats Mailtn~ C&s 
PnsofI Cards 
Prhxily 

Mattgratns 
wtthii coumy 
Outside County - Ra~ular 
Outskle county - Norl m 
Omskle Counly - Classmam 
Third Single Pttw RaIs 
But& - Regular C+rrlar Route 
Bulk - Regular Other 
ButR - Non PmFtt C&r Routa 
eutk-NonPmf~othar 
Parcab - Zona Rata 
Bound Plintad Matter 
Spedal Rata 
Ltbrary Rate 
USPS 
Free For BllndM~ 
tnlemational 

Reg*tW 

Attachment 1 +msa to OCAAJSPS-T12-14 

W9&Votum*Varlabta Mail Procassin~ Costs 
Letter/t 

irand Total 
Cl 

4,651.604 
1 J63.229 

3,215 
136,714 

36,429 
477,900 

64.336 
74 

15.159 
461.194 

60.614 
5.632 

78.094 
265.660 

I .539.856 
28.882 

366.703 
156.649 

73,211 
67.077 
16.065 
77.503 
10.014 

208.955 
42.211 

1.063.505 
3,062 

133,288 
35.765 

477.893 
84.370 

75 
15.161 

461,201 
60.618 

5.632 
70.184 

265.772 
1.540.108 

26,895 
366,726 
156.650 

73.210 
67.076 
16.065 
77.044 
10.022 

208.773 
42,211 
i6.464 

771 
I.817 

243 
199 

-0.03% 
5.00% 
2.57% 
1.86% 
0.00% 

-0.04% 
-1.33% 
-0.01% 
0.00% 
0.00% 
0.00% 

-0.12% 
-0.04% 
-0.02% 
-0.04% 
-0.01% 
0.00% 
0.00% 
0.00% 
0.00% 
0.66% 

-0.08% 
0.09% 
0.00% 

-0.01% 
0.00% 
0.00% 
0.00% 
0.00% 

76.0361 0.00% 
10.042.529( 0.00% 

Pa9a7oF7 



6290 

Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCAIUSPS-T12-15. Please refer to lines 178-179 of program BMCl, H-23. These 
lines contain the following SAS statement: 

IF ‘B’<=F133<=‘E’ OR Fl33=‘M’ THEN HANDLING = ’ PC-CRD’; 
ELSE HANDLING = ’ PC-LTR’; 

a. 

b. 

Please explain why it is not necessary to check for values of F9635 for BMC 
tallies in order to assign a value to the variable HANDLING. 
Please confirm that this code will assign the value of ‘PC-LTR’ to the variable 
HANDLING for all BMC single piece card tallies received after June 30, 1996. If 
you do not confirm, please explain how the value of HANDLING would be 
assigned for activity code 1020 (F262=1020), F133=’ ‘, and F963,5=‘B’. 

OCAIUSPS-T12-15 Response. 

a. The value of F9635 should be checked to properly deal with tallies received after 

June 30, 1996. Please see the response to OCAIUSPS-T12-14, part (d) for the 

correction. 

b. Confirmed. 
:$ 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCNUSPS-T-12-16. Please refer to lines 1-17, page 5 of your testimony. This section 
lists three criticisms of existing clerk and mailhandler costing and the Postal Service’s 
response to these criticisms. 

a. Please identify which of the responses addresses the problem of an increase in 
‘not-handling-mail tallies.‘, 

b. Does the proportion of “not-handling-mail tallies’ decrease due to the application of 
MODS-based cost pools? Please explain. 

c. Does the number of “not-handling-mail tallies’ decrease due to the application of 
MODS-based cost pools? Please explain. 

d. Please confirm that the FY 1996 number of ‘not-handling-mail tallies’ is the same, 
regardless of how the new cost pools are defined. If you do not confirm,, please 
explain. 

. 

a. Does the proportion of “not-handling-mail tallies’ decrease due td a change in the 
assumption that mail processing direct labor and overhead costs are 100 percent 
volume variable? Please explain. 
4 

1. Does the number of “not-handling-mail tallies’ decrease due to a change in the 
assumption that mail processing direct labor and overhead costs are 100 percent 
volume variable? Please explain. 

g. Does the proportion of ‘not-handling-mail tallies’ decrease due to a (change in the 
method used to distribute mixed-mail costs? Please explain. 

h. Does the number of ‘not-handling-mail tallies’ decrease due to a change in the 
method used to distribute mixed-mail costs? Please explain. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

Response to OCCVUSPS-Tl2-16. 

a. The increase in not-handling-mail tallies was a problem insofar as the old 

methodology used the associated tally dollar values to form a single pool of variable 

overhead costs, which were distributed to subclass in proportion to the mail 

processing direct labor CRA cost component. Since the new methodology does not 

alter IOCS, it does not impact the number or proportion of not-handling-mail tallies 

according to the old methodology’s definition of not-handling-mail. II addresses the 

problem, however, in that the MODS-based cost pools include the dollars that would 

have been classiied as variable overhead under the old method. The MODS- 

based cost pool dollars do not rely on not-handling-mail tallies in amy way. Further, 

,$ the overhead dollars are being distributed more accurately, i.e., using distribution 

keys specific to each cost pool. 

b. No. See the response to part a 

c. No. See the response to part a, 

d. Confirmed. See the response to part a. 

o. No. See the response to part a. 

f. No. See the response to part a. 

g. See the response to part a. Note that the definititins of mixed-mail and not- 

handling-mail for the purpose of distribution key formation have changed in the new 

methodology. Please see my testimony, USPS-T-12, at 9, and Section II of LR-H- 

146. 



6293 

Response of United States Postal Service Witness Degen 
lo Interrogatories of Office of the Consumer Advocate 

h. Please see the answer to part g. 

, 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCNUSPS-T12-17. Please refer to lines 16-17, page 5 of your testimony. You state ‘1 
believe these revisions result in more accurate estimates of attributablfe cost.” 

a. Does the accuracy of the attributable cost estimates depend on the sampling error 
associated with those estimates? Please explain. 

b. Have you compared the relative sampling error of cost estimates under the new 
costing approach for base year 1996 to those produced under the previous 
methodology for FY 19957 Please provide the results of any such comparison. 

c. Have you compared the relative sampling error of cost estimates under the new 
costing approach for base year 1996 with the sampling errors associated with FY 1996 
cost estimates produced under the old methodology? Please provide lthe results of any 
such comparison. 

d. Is there any sampling error or other uncertainty about the estimates, of volume 
variability you apply to each of the cost pools? lf there is, what is its magnitude and 
how it is accounted for in assessing the reliability of final attributable oost estimates for 
clerks and mailhandlers? 

$. Please provide any additional comparisons that have been made te determine 
whether the new costing methodology has a significant effect on the statistical reliability 
of estimates produced. 

Response to OCAIUSPS-TI2-17. 

a. The accuracy of the estimates depends in part on the sampling error associated 

with them. I believe the revisions to the costing methodology produce more 

accurate observations for several reasons. First, the MODS-based cost pool 

formation does not depend on a sampling system. Second, the volume-variable 

overhead costs are part of the variable cost pools and are distributed to subclass 

using pool-specific keys-a much finer and more accurate level of distribution than 

the old methodology (see the answer to OCNUSPS-Tl2-16, part a). Third, mixed- 



6295 

Response of United States Postal Service Witness Dlegcn 
to Interrogatories of Ofiice of the Consumer Advocate 

mail costs S&I as costs associated with activity code 5750 (mixed mail with no 

class or shape data) are incorporated in the cost pool dollars, and the distribution of 

these costs has been refined using the mail operation and mail identification 

information collected in IOCS questions 21 and 24. 

b. ND. 

c. Yes. The coefficients of variation presented in Table 2 and Tabl’e 6 of my testimony 

were computed with such a comparison in mind. The coefficients of variation in 

Table 2 were computed using the method employed by witness Steele for Docket 

No, R%l-1. The methDdolDgy for Table 6 is described in LR-H-1,46, Pan IX. 

d. Naturally, there is a degree of uncertainty associated with the variability regression 

results. In USPS-T-14, witness Bradley discusses the motivation for his regression 

equations at some length, including factors which would motivato the presence of a 

random disturbance term. I have not attempted to estimate the standard errors of 

the variabilities, but the regression results presented in witness Bradley’s 

workpapers should provide the necessary information. The coefficients of variation 

in Table 6 are conditional on witness Bradley’s reported variabilities. 

e. We have not conducted any other compariions. 
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Response of United SlaleS Postal Service Witness Degen 
to Interrogatories of Office of the COnSumOr Advocate 

OCNUSPS-TlZ-19. Please refer to hard copy documentation for library reference H- 
23 and to the instructions for completing IOCS question 24 (pages 133-34, H-49). 
Please explain how the data from question 24 is recorded on the IOCS file. Include in 
your response sufficient detail SD that the responses to question 24 can be recreated 
from the data fields de&bed in library reference H-23. 

Response to OCAJUSPS-Tl2-18. 

I do not believe it is possible to recreate the question 24 response from the file in LR- 

H-23. My understanding is that the detailed question 24 data are SlDred separately 

from other IOCS data, and the version of the IOCS tally file with divided item records, 

used by the LR-H-146 programs and to produce the LR-H-23 file, is generated by 

merging these files. Please see program ALB899. LR-H-21. 
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Response oT United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCNUSPS-Tl2-19. Please refer to IOCS equations 21D, page 92 of library reference 
H49. This question asks for the percen! of the container taken up by items and pieces 
by bw. 

a. Please confirm that the responses to question 21D are represented by the values in 
variables F9901-F9919, F9420, and F9421 of the IOCS data file. H you do not confirm, 
please provide the correct variable numbers. 

b. Please explain how the data collectors are instructed to measure the proportions 
that they enter for this question. For example, is there a uniform method used to 
measure how much of the container is taken up by each item or piece type? 

c. Please confirm that the data collectors just ‘eye-ball’ the container and enter a 
rough estimate for the percentages. if you do not confirm, please provide more detail 
than provided in library reference H-49 on how these percentages are measured. 

d. Please confirm that by using ‘eye-ball’ approximation method, almost all 
percentages ark reported as either multiples of five or 10 percent. If you do not 
confirm, please provide a frequency table showing the proportion of non-zero Values for 
these variables that are a multiples of five, multiples of 10, and neither. 

e. Suppose that as a rule, data collectors almost always entered multiples of five (5, 
10,15,. 1 ., 100) for the nonzero responses to question 2lD. Wou~ld such a practice 
constitute a potential source of nonsampling error? Please explain. 

f. Were the data collectors instructed to enter only multiples of five? t0 complete the 
data requested in question 21D? tf so, please provide a copy of that instruction. 

g. H two different data collectors were to independently record information for question 
21 D, it is likely that they would record essentially the same information? Please 
provide any dowments prepared by or for the Postal Service relating t0 whether this 
question could be answered consistently by different data collecto~rs. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

Response to OCAIUSPS-Tl2-19. 

a. Confirmed. 

b. Please see the IOCS Field Operating Instructions, LR-H49, at 92-93. 

c. Confirmed. 

d. Confirmed. The following table provides a frequency table of the non-zero 

percentages recorded on ‘identified’ container tallies taken at MODS offices 

Frequency distribution of non-zero values for F9901-F9919, F9420, F9421. 

Category Frequency 

100% 3,365 

Other multiple of 5% 6,308 

Other 269 

e. Such a practice would reduce the precision of the recorded percentages in 

variables F99Ol-F9919, F9420, and F9901, in much the same way as a length 

measurement would be made imprecise using a ruler without fine gradations. Note 

that this will not necessarily affect the container cost distributions. For containers 

with only one type of item, the precision issue is moot, since the recorded 

percentages are normalized so as to sum to 100% (see lines 166-206 of program 

MODIDIR, LR-H-146). 
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Response of United States Postal Service Wetness Degen 
to Interrogatories of Office of the Consumer Advocate 

1. No, and as the table in part d of this response indicates, there are cases in which 

data collectors entered values which are not multiples of 5. 

g. I don’t know. This question is impossible to answer without testing. To the best of 

my knowledge, such a test has never been done. Clearly, for such e test to be 

meaningful, it would be necessary to analyze the results from a large number of 

data collectors and test articles, to determine whether any differenoas were 

statistically discernible. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCANSPS-Tl2-20. Please refer to line 431 of program MOD1 POOL, liblrary reference 
H-146. This line refers to a value of ‘0300’ for the variable F262 (activity code). 

a. Please confirm that this activity code is not described in LR;H-1. If you do not 
confirm, please provide a page reference. H activity code 0300 is defined in another 
library reference, please provide a citation to the appropriate library referlence and 
page number. 

b. Please explain what an activity code of 0300 represents. 

OCAILISPS-Tl2-20 Response. 

a. Not confirmed. Please see LR-H-1, page B-17. Table B-3, ‘Special S8ervices 

Codes-Mail Connected’ lists the special service codes. Per the not’e to the table, 

the four digit activity code corresponding to 030 (Form 3547/3576) is 0300, 

$. Form 3547 is the Notice to Mailer of Correction in Address postal card. Form 3579 

is the Undeliverable 2ti, 3ti, 4’” Class Matter label. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCANSPS-T12-21. Please refer to the IOCS data set of LR-H-23. The variable F263 
contains values of ‘333333’, X44444’, and ‘555555’. 

E: 
Please explain what each of the possible values for this variable represents. 
Please provide a citation to the portion of the H-23 documentation that explains 
the meaning of the possible values for this variable. If the values are not defined 
in H-23, please provide a reference to the appropriate library reference. 

OCANSPS-T12-21 Response. 

a. The value of F263 is a recoded finance number which can be used (in combination 

with the F264 variable) to identify the IOCS CAG stratum to which a tally belongs. 

The values ‘333333’ and ‘555555’ indicate, respectively, the processing and 

distribution and customer services sides of the 30 largest CAG A facilities. The 

value ‘666666’ indicates that the tally was taken at a BMC. Please observe that this 

code is used to identify BMC tallies in program MBC (line 31) LR-H-146. Code 

‘444444 indicates other CAG A/B plants. Code ‘777777’ indicates a facility not in 

any of the previously mentioned categories. 

b. The F263 variable is generated by the ALB095 program. The source code to this 

program is in LR-H-21, and it is documented in LR-H-19. 
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Response of United States Postal Service Witness Deg,en 
to Interrogatories of Office of the Consumer Advocate 

OCANSPS-T12-22. Please refer to IOCS question 24, page 133 of H.49. 
a. Please confirm that the piece volumes by mail category and shape are not 

presented on the IOCS data file of library reference H-23. If you do not confirm, 
please identify the variables that contain the volume information collected on 
question 24. If you do confirm, please provide a file containing the volume data 
collected in IOCS question 24 that can be matched to individual lO,CS H-23 records. 

b. Please confirm that at least one IOCS record is created to represent each of the 
categories of mail recorded in IOCS question 24. If you do not confirm, please 
explain. 

c. Please confirm that the volume data collected in IOCS question 24 is used to 
produce the IOCS weighting factors (variables F9246 and F9250, library reference 
H-23). If you do confirm, please provide formulas used to produce the weighting 
factors and a description of how each of the weighting factors should be used or 
interpreted. If you do not confirm, please explain why these volumes are not used 
for estimation purposes. 

OCAIUSPS-T12-22 Response. 

a. Confirmed. The requested volume data tile will be included in LR-H-230, which will 

be filed shortly. 

:e r b. Confirmed. 

c. Confirmed for counted item tallies. The formula is: 

x,+x. 
V 

X = value of F9246 or F9250 before division 

X/j = value of F9246 or F9250 assigned to post-division record for mail category i 

and shape j 

v = total number of pieces counted in item 

vij = number of pieces of category i and shape j counted in itern 

Also please see the source code to program ALB696, LR-H-21. 
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OCA/USPS-TlZ-23. Please refer to page 15 of library reference H-89. This page 
contains a table titled “FISCAL YEAR 1996 - UNWEIGHTED TALLIES AFTER ITEM 
DISTRIBUTION EXCLUDES GENERATED RECORDS.” 
a. Please define the term “generated records.” 
b. Please list every set of circumstances that can lead to these “generated records.” 
c. Please confirm that counted item mixed-mail observations lead to “generated 

records.” If you do not confirm, please explain. If you do confirm, please explain 
whether these are the only types of IOCS sample observations that lead to 
“generated records.” 

OCAIUSPS-TlZ-23 Response. 

a. I am informed that the term “generated records” are IOCS records which represent 

craft/GAG combinations which have costs but for which no tallies were taken, 

b. The only circumstance in which “generated records” are produced is when there are 

costs but no tallies for a craft/GAG combination. For the detailed procedure, please 

see the source code to program ALB095, lines 609-675, in LR-H-2.1. 

‘i 
c. Not confirmed. Clearly, program ALB898 generates additional records to represent 

counted mixed-mail items as needed, but these records are not counted as 

“generated records” for the purpose of the table on page 15 of LR-H-89.. 
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OCAIUSPS-Tl2-24. Please refer to library reference H-23 and to page 133 of library 
reference H-49. Consider a hypothetical IOCS sample reading of a counted item. 
a. Please confirm that the number of categories of mail (F9227) is less than or 

equal to the number of IOCS records associated with this tally (e.g., one mail 
category can consist of mail of different shapes). If you do not wnfirm, please 
explain. 

b. Suppose the counted item contained First-Class nonpresorted letters and First- 
Class honpresorted cards. 
i. Please confirm that this observation would generate two IOCS records. 
ii. Please confirm that both records would have the value of ‘1’ for F9227. 
III. Please confirm that one record would have activity code ‘1080’ and the 

other would have activity code ‘1020’. 
If you do not completely confirm, please explain and provide thle correct values 
for F9227 and for the activity code. 

.a. Confirmed. The F9227 value is the number of categories of mail listed on the 

. CODES screen shown in LR-H-49, p. 133, which were observed in the item 

b. 

i. Confirmed. 

ii. Confirmed. 

iii. Not confirmed., The letters record would have activity code ‘1081’ and the cards 

record would have activity code ‘1021,’ assuming the tally was taken prior to July 

1, 1998. After June 30, 1998, both records would receive activity code ‘5301.’ 

Please see the source code to program ALB898, lines 1415, 1445, 3901, and 

3951-3988, in LR-H-21. Please see the LR-H-23 data file for examples of this 

coding. 
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OCANSPS-Tl2-25. This interrogatory examines various activity codes that can result 
from an IOCS tally in which the sampled employee is handling an item. Please refer to 
library references H-23 and to H-49, pages 67-l 16. 
a. Please confirm that a countable mixed mail item tally (F9218=‘Y anId 

‘A’ (F9214<‘P’) could receive an activity code corresponding to mixed mail (5300- 
5750). If you do confirm, please explain the circumstances that would lead to 
assignment of this code. If you do not tinfirm, please explain why this cannot 
occur. 

b. Please confirm that an identical mailing item tally (F9216=‘Y and ‘A’ (F9214<‘P’) 
could receive an activity code corresponding to mixed mail (5300-5750). If you do 
confirm, please explain the circumstances that would lead to assignment of this 
code. If you do not confirm, please explain why this cannot occur. 

c. Please confirm that an item tally for which the top piece rule applie:s (F9217=‘Y and 
‘A’ zF9214’P’) could be assigned an activity code corresponding to mixed mail 
(5300-5750). If you do confirm, please explain the circumstances that would lead to 
assignment of this code. If you do not confirm, please explain why this cannot 
occur. 

OCAIUSPS-T12-25 Response. 

a. Confirmed. Please see the source code to program ALB696, LR-H-21. Counted 

US item records for tallies taken after June 30, 1996 are assigned class-specific mixed- 

mail activity codes. See the response to part b for a discussion of the case in which 

the item is countable but question 22-24 data are not available. 

b. Confirmed. The information used to assign activity codes to tallies handling single 

pieces of mail, items and containers with identical mail, and items subject to the top 

piece rule comes from questions 21,22 and 23. Basically, if the question 22 and 23 

data are missing or inconsistent, the tally will be assigned a mixed-mail activity 

code. Please see the ‘0046-connecter-6a” section of program ALB040, and the 

“021 O-activity-code-review” and ‘0220-assign-mixed-shapes” sections of program 

ALBlO5. LR-H-21. For instance, if the data collector indicated that the sampled 
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employee was handling an item in question 21, but did not enter a response to 

question 22, the tally will receive activity code 5610, 5620, 5700 or 5750, depending 

on the employee’s question 19 activity. 

c. Confirmed. Please see the response to part b. 
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OCA/USPS-T12-26. Please refer to line 01080001 of program MDDZITEM, 
H-23. This line computes DOLLAR = WGT’KEYIKEYTOT. 

a. Please confirm that this code subdivides the weight of a distributed item 
tally into weights for records created to match activity codes that exist 
for the distributed item’s pool and item type. If you do not confirm, 
please explain. 

b. Please confirm that the values for the variables KEY and KEYTOT were 
computed at lines 00630004 - 00940004 of program MODIDIR. If you 
do not confirm, please explain and provide a citation to the program code 
that calculated these variables. 

c. Please confirm that at line 00940004 of MOD1 DIR, the variable KEYTOT 
represents the sum of KEY values for a given POOL/HANDLING 
combination. If you do not confirm, please explain the relationship 
between KEY and KEYTOT. 

d. Please confirm that the values of KEY and KEYTOT include weight from 
observations deleted at line 00330001 of program MOD2lTEM. If you 
do not confirm, please explain. 

e. Please confirm that after deleting observations at line 00330001 of 

sr program MOD2lTEM. the KEYTOT variable may no longer represent the 
sum of the KEY variable for POOL x HANDLING combinations that had 
observations deleted. If you do not confirm, please explain why deleting 
observations that contribute to a sum does not affect the sum. 

f. Please confirm that less than 100 percent of the weight (or cost) of 
items is distributed whenever the values of KEY sum to less than 
KEYTOT for a particular POOL x HANDLING combination. If you do not 
confirm, please explain. If you do confirm, please explain why this 
weight reduction was necessary. 

OCAIUSPS-T12-26 Response. 

a. Confirmed. 

b. Confirmed. 

c. Confirmed. 

d. Not confirmed. The referenced line of program MOD2lTEM deletes tallies 

handling containers which have direct activity codas. The deleted 
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observations form complete POOL x HANDLING combinations that are 

net part of the distributing sets for single mixed-mail items and items in 

identified containers. Deleting these records removes the KEYS and 

KEYTOT values for the container HANDLING values in their entirety, 

without affecting the relationship between KEY ,and KEYTOT values for 

the shape and item HANDLING values. 

e. Not confirmed. Please see the answer to pan d. 

f. Confirmed that, hypothetically, less than 100 percent of the <weight 

would be distributed if the sum of the values of KEY were less than 

KEYTOT for a POOL x HANDLING combination. However, KEYTOT is 

the sum of the KEY values for each POOL x HANDLING combination in 

program MODZITEM. The distribution procedure in program MODZITEM 

does not carry out a ‘weight reduction.” 
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OCAIUSPS-T-12-27. Please isolate the impact of the new mixed mail 
costing methodology for CAG A-J clerk and mailhandlers by comparing the 
distributed mixed mail costs for base year 1996 and CRA 1996. 

OCAIUSPS-T12-27 Response. 

Please see Attachment 1 to this response for a comparison. Nclte that the 

meaning of ‘distributed mixed mail costs’ in the FY 1996 mail processing 

costs is significantly different from the meaning in the BY 1996 costs. This 

is because the BY 1996 methodology changes the definition of ,the mail 

processing component, the definition of mixed-mail, and the treatment of 

mixed-mail tallies. What I present as ‘distributed mixed mail costs” for BY 

1996 is the difference between the mail processing volume-variable costs 

,: by subclass from the attachment to my response to OCAIUSPS-T12-14, and 

a COSK distribution in which volume-variable costs are distributed to the 

mixed items as if they were a distributing group of tallies. This i,r similar to 

the construction of the mixed-mail line in Table 6, USPS-T-12, except that 

the mixed-mail definition Is now that of the BY 1996 methodology. The FY 

1996 mail processing costs before the mixed-mail redistribution are from the 

LlOCAlT ALA850P5 report, Mall Processing functional compone,nt. The 

LIOCATT mixed-mail distribution is the difference between the LIOCATT 

ALA850P16 output, which the Postal Service has filed with the Commission 
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as pan of its periodic reporting requirements, and the LIOCATT ALA850P5 

report, the relevant sections of which are included in Attachment 1. 
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Cl%8 
FirstClaSS 
Letters and Pare& 
Presort Letters and Parceb 
Postal Cerdr 
Private Mailing Cards 
PresortCwds 

Priority 
Expreu 
Mailgrams 

Second-Clrss 
Wtii county 
Outside County - Regular 
Outside County - Non Profit 
Outside County - Classroom 

I 

Third-Class 
Third Single Piece Rate 
Eulkr- Regular Carrier Route 
Bulli- Regular Omcr 
Sulk - Non Profit Carrier Route 
Sulk - Non ProM Dther 

Four+Class 
Parcels -Zone Rate 
Bound Printed Matter 
Special Rate 
Library Rata 

USPS 
Free for Blind/Handicapped 
Intemrtional 
Regtsby 
Carhfiad 
Insurance 
COD 

BY 2 
c2 

MODSbeced 
mail procasaing MODS-based 
costs. Nlul m8il procesfinQ 
ditibutrd mtrad wets. no mbreb Di?fcrcncc (Cl- 

mail radiibibulion C2) 

Special Dctiiary 
Olhcr Spedal Servicer 
MiredMail 

[TOW J 

Ml996 
UOCAll 
AtA65OP5 - 
Mail Procatsing 
FuncSonal 
Component 

4.65f.604 366 1.473 790.131 2.774,291 
1,063,229 654.311 206,910 610,726 

3,215 2,454 761 1,914 
136,714 120.235 16.479 86.659 
36,429 31,766 4,663 23,057 

4n.900 2Q4,410 163,4gO 227,307 
S4,336 51,379 32,056 45,061 

74 74 0 62 

15,159 12.349 2,609 9,235 
461.1B4 334,551 126,644 243,516 

60,614 60,231 20,363 44,429 
5,632 3,256 2.377 2,485 

76,094 60.639 17,255 44.705 
265,660 185,616 70,045 143,950 

1,539,656 1 ,196,270 341.566 675.057 
2a,tJa2 20,673 8,208 15,565 

366,703 209,799 76.904 210,643 

156,649 95.292 61,357 74.699 
73211 46,607 24,603 37,766 
67,077 47,991 19,065 37,353 
16,065 IO,%0 5,097 6.503 

77.503 60,600 16,702 47,651 
10,014 6,645 3,160 5,197 

206,955 140,309 67,646 111,892 
42211 30,042 12,170 66,630 
16,463 17,271 1212 26,782 

771 568 162 666 
1,617 1,616 1 2.454 

243 243 0 675 
76,234 63,457 12,776 72,264 

0 2,117,614 -2.117,614 2.664,224 
10,042,526 10.042,530 -2 6.516.063 

Note: Totals may not 8gree due to rOUndbtQ 



6312 

Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCAIUSPS-T-12-28. Please state the first Year that IOCS data was 
collected on the contents of containers and of items. Please provide all 
documents relating to studies and tabulations for years since then that 
examine the effect of potential new mixed mail methodologies on the clerk 
and mailhandler attributable cost distributions. 

OCAIUSPS-T12-28 Response. 

The collection of quantitative data on the contents of mixed-mai!l to which 

the top piece rule does not apply began with the introduction of CODES 

IOCS in FY 1992. Prior to FY 1992, data collectors responded to question 

24 (which then covered any mixed-mail not subject to the top pirce rule) by 

simply marking the mail categories and shapes observed in the ‘counted” 

mixed-mail on the IOCS tally form. The September 1991 release of 

,g 
Handbook F-45 instructed data collectors to answer question 24 by entering 

piece counts by mail category and shape for counted items, in esisentially 

the same way as described in LR-H-49. For recording container contents in 

question 21 D, data collectors were Instructed to enter counts of loose 

pieces of mail (by shape) and Items in the containers, or to make a non- 

quantitative mark indicating the presence of items and shapes of loose mail 

if counting was not possible due to dispatch constraints. A Janu,ary 1992 

revision to question 2lb changed the procedure to the current system of 

recording percentages of volume occupied by each item */pe and shape of 

loose mail present in the container. 
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I am not aware of any Postal Service studies which explored the ‘effect of 

alternative mixed-mail distribution methods, nor of any analyses which 

attempt to isolate the mixed-mail distribution other than my response to 

OCAIUSPS-Tl Z-27. The mixed-mail distribution method proposeId by UPS 

witness Blaydon in Docket No. R94-1 is the only non-Postal study of which I 

am aware. 
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OCAIUSPS-T12-29. Please refer to your response to OCAIUSPS-T-12-5a. 
Please confirm that the MODS based cost pools used in your testimony are 
defined identically to those used by witness Bradley to construct cost pool 
variability estimates. If you do not confirm, please describe any differences. 
If you do confirm, please provide a citation to witness Bradley’s 
construction of MODS based cost pools. 

OCA/USPS-T12-29 Response. 

Not confirmed. In several cases, the MODS operation groups defined for 

variability estimation are subsets of the MODS operation groups defined for 

cost pool formation. However, the cost pools are defined consistently in 

that we do not assign a MODS number one way for cost pool formation and 

another way for variability estimation. The differences reflect witness 

,? 
r Bradley’s judgment as to whether certain MODS operations should be 

included in a pool for variability estimation. Typically, these are #operations 

which are reported by a small number of offices, which are being phased 

out, or which have not been widely deployed in the time period covered by 

his analysis. The excluded operations constitute only small portions of pool 

costs. For instance, the SPFSM and FSM 1000 operations exclu,ded from 

witness Bradley’s FSM regression constitute 0.054% of the MODS hours in 

the FSM pool. Implicitly, the estimated MPFSMIFSMSCR variability is 

applied as a proxy for the SPFSM end FSM 1000. 
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The following table lists the MODS numbers excluded from witness 

Bradley’s estimated variabilities. 

cost Pool 

BCS 

MODS codes not included in % of cost pool coata 
the direcdy estimated ‘excluded’ 
equation (see LR-H-146, Part I) 

292, 295, 299, 860-869, 0.28% 

I 910-911 

OCR 840-847, 850-867 

FSM 191,194197,441~444, 

2.26% 

0.05% 

I 446,448 
I 

LSM j 088-089, 091, 093-099 j 2.05% -1 

LDC 15 771, 774, 776 !.63% -/ 

Please see LR-H-148 for details on the construction of witness Bradley’s 

MODS data set for variability estimation. 



6316 

Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCA/USPS-T12-30. Please refer to the program MBC listings of library 
references H-146 and H-218. The SAS code at lines 00150002-00155003 
of H-146 and SAS log lines 17-21 of H-218 appear to be slightly different 
versions of the KEEP option of the SET statement preceding it. 

a. Please confirm that the resulting BMC.BMC data set in program MBC of 
H-146 contains variables not contained in the BMC.BMC data set 
produced in H-21 8. If you do not confirm, please explain the absence of 
F226 and F266 from the H-21 8 data set. 

b. Please confirm that the resulting BMC.BMC data set in program MBC of 
H-l 46 does not contain some variables that are contained in ,the 
BMCBMC data set produced in H-21 8. If you do not confirm, please 
explain the absence of F136 from the H-146 data set. 

c. Please confirm that the H-218 SAS programs are not identical to the SAS 
programs of H-146. If you do not confirm, please explain the differences 
in the KEEP option noted in parts a and b of this interrogatory. If you do 
confirm, please identify all modifications made to the original H-146 
programs and explain why the modifications were made. 

OCAIUSPS-T12-30 Response. 

a. Confirmed. However, the variables referenced in this part of the 

question are not used to form the BMC distribution keys, so the 

difference is innocuous. Please see my response to OCA/USPS-T12-12. 

b. Confirmed. Again, the difference is innocuous, since F136 is. not used in 

the formation of the BMC distribution keys. 

c. Confirmed. The SAS logs were produced specifically for inclusion in LR- 

H-21 8. My understanding is that in order to facilitate the process of re- 

running the programs, some minor modifications were made to the 

programs. For the most part, the modifications were intended to make it 

unnecessary to produce multiple versions of data sets for use in various 
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LR-H-146 programs. In addition, some unused variables such as F226 

and F266 were deleted altogether. Additionally, I am informeld that the 

F260 variable had been accidentally dropped from certain stat:ements in 

programs NONMOD and NONMOO while the code was being cleaned 

up for inclusion in LR-H-146; these are restored in the LR-H-218 

programs. Please see Attachment 1 to this response for a list of the 

changes that were made to the programs in LR-H-218. 



Attachment 1 - Response to OCAIUSPS-TIZ-36c 

Modificalions to LR-H-146 programs for LR-H-216 run 

Program 
MBC 

MODlPOOL 

MODIDIR 
NONMODIZ 

NONMOD 

BMCI 
MODSHAPE 
ADMWIN 
WINACCPT 

LR-H-146 
line # 152001 
line # 152002 

line # 2650001 

line # 370002 
line # 1240002 
line # 2900002 
line # 2930002 
line # 190002 
line #f 220002 
line # 2360004 
line # 2130000 
line # 2500003 
line # 560000 
line # 2740000 

Changes Reflected in LR-H-216 
fl36 added 
f216-f232 => f216-f225 f227-f232 
f266 deleled 
statement added: If MOD=‘551’ AND MOD<=‘552 
THEN MODGRP=‘ZADM INQ’; 
f136 added 
f136 added 
f260 added 
f260 added 
f260 added 
f260 added 
fl36 added 
MODS.MODS => MOD.MODS 
ACNl =ACTV deleled 
ADW.ADWNMOD => ADW.NONMODS 
1236 SHAPE deleted from the KEEP slalemenl 

Reason 
used in MODSHAPE 
f226 not used 
not used 
used in ADMWIN 

used in MODSHAPE 
used in MODSHAPE 
used in NONMOD 
“I I 
I” I 
“I I 

used in MODSHAPE 
namiing consistency 
not used 
naming consistency 
not used 

Page 1 
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OCA/USPS-T12-31. Please refer to Attachment 1 to your response to 
OCALJSPS-T12-1. This table shows that about 94 percent of the non-MOD 
offices are CAG D-J offices and that only about 3 percent of the MODS 
offices are CAG D-J offices. 

a. Please confirm that the variability estimates you use to develop 
distributed volume variable costs by cost pool are based solely on MODS 
office data. If you do not confirm, please explain. 

b. Please confirm that you apply the MODS office variability figures of Table 
4 of your testimony to produce volume variable costs for the Non-MODS 
offices. If you do not confirm, please explain fully. 

c. [This question was withdrawn.1 
d. Please provide any and all justification for applying variabilities developed 

predominately for CAG A-C MODS offices to CAG D-J Non-MODS offices. 
e. Please provide copies of all studies and analyses relating to differences in 

mail processing volume variability between CAG A-C MODS offices and 
CAG D-J Non-MODS offices. 

f. Please confirm that the primary justification for the use of the MODS 
volume variability estimates in NON-MODS offices is the lack of 
analagous volume variability estimates for Non-MODS offices. 

i’ ” 
OCA/USPS-T12-31 Response. 

a. Not confirmed. In particular, the variabilities for the BMC cost pools are 

based on PIRS data, and the Registry variability is based on national 

registered mail volumes from RPW. It is, however, the case t.hat the 

proxy variability for the non-MODS office group is based on estimated 

MODS variabilities. Please see witness Bradley’s testimony, IJSPS-T-14, 

for further: details. 

b. Confirmed. The non-MODS proxy variability is the system average 

variability for the MODS office group, as explained in USPS-T-14, at 90. 
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c. This question was withdrawn. 

d. Witness Bradley specified a MODS-based proxy variability for the non- 

MODS offices because there is no comparable operational data system to 

supply data for estimation of variability factors for non-MODS offices. 

However, lack of data is not in itself a justification for the use of any 

given proxy. There are two main justifications for the use of the MODS 

system variability as a proxy variability for the non-MODS. First, I 

believe that mail processing operations at non-MODS facilities do not 

differ substantially from comparable operations at MODS facilities. In 

this regard, the statement of the question is misleading. The 6% of non- 

MODS facilities in CAG A-C account for 37% of clerk and mailhandler 
:F 

costs in the office group, using attachment 3 to my response to 

OCAAJSPS-Tl2-1. If I instead examine CAG A-E non-MODS offices, i.e., 

the CAGs where there is some “overlap” with the MODS group, I 

observe that the largest 19% of the non-MODS offices accoulnt for 72% 

of the group’s clerk and mailhandler costs. So, a significant fraction of 

the non-MODS costs are associated with offices that operate at the scale 

similar to that of smaller MODS offices. Second, I believe that the 

MODS variabilities are reasonable proxies on an operation-by-operation 

basis. Weighting the MODS variabilities to reflect the operations mix 

found at non-MODS offices would lead to a variability factor uhat is 
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essentially the same as the MODS system average. Please see witness 

Bradley’s response to OCA/USPS-T14-1. 

e. There are no such studies because data is not available to estimate 

variability factors for non-MODS operations based on data collected at 

non-MODS offices. 

f. Not confirmed. The lack of reliable operational data on mail processing 

operations at non-MODS offices creates the need to employ al proxy 

variability factor. However, it is not used to establish the 

appropriateness of our particular choice of proxy. Please see my 

response to part d and witness Bradley’s response to OCAIUSPS-Tl4-1 

for justification of our choice. 
f 
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OCAIUSPS-T12-32. Please refer to Table 4 of your testimony. Please 
provide a crosswalk between the cost pools provided here and the operation 
code by basic function as described in Appendix C of LR-H-l. For example, 
what cost pool(s) of Table 4 correspond to each combination of operation 
code and basic function as described on page 1 of Appendix C of LR-H-1. 

OCANSPS-T12-32 Response. 

There is no formal correspondence between the MODS cost pools’ in Table 4 

of my testimony, USPS-T-l 2, and groupings based on IOCS operation code 

and/or basic function. Please see USPS-T-l 2 at 6. There are statistical 

correspondences between certain cost pools and operation codes (or groups 

of operation codes), for instance an employee clocked into a MODS 

operation associated with the manual letters cost pool is likely to be 

:? observed performing a distribution activity represented by operation codes 

02-05. 

Since BMC and non-MODS costs are partitioned using IOCS tally dollars, 

there is a closer correspondence between the cost pools, IOCS operations, 

and basic functions. For the BMCs and non-MODS groups, the mail 

processing, administrative, and window service tally sets are identified using 

the collections of IOCS operation codes that have traditionally identified the 

cost components. The logic of the BMC Platform pool assignment (program 

BMCl, LR-H-146, line 84) is similar to the ‘0032-connector-GA’ code in 
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program ALB040, LR-H-2 1, which assigns IOCS operation codes 07-08. 

The BMC distribution operation pools are based on the question ‘19 

equipment type rather than scheme, so these will include tallies from several 

IOCS operation codes. The non-MODS mail processing costs are not 

explicitly subdivided, and therefore would in general include tallies with all 

operation codes and basic functions. Please note that, as described in LR- 

H-146 at II-1 3 and II-1 6, basic function and IOCS operation code are used 

to distribute some of the mixed-mail and not-handling-mail 
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OCNUSPS-T12-33. Please refer to page Ill-16 of library reference H-146 
and to the program MODSHAPE of library reference H-218. 
a. Please confirm that the table on page Ill-16 is not produced by the 

SAS program MODSHAPE. If you do not confirm, please explain. 
b. Please refer to the attachment to this interrogatory. Please confirm that 

the values in this attachment are produced by the MODSHAPE 
program and should replace the values shown on page Ill-16 of H-146. 
If you do not confirm, please explain and provide any corrections to 
page Ill-16 so that it is consistent with the MODSHAPE program. 

OCANSPS-T12-33 Response. 

a. Confirmed. 

b. Confirmed. 
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OCAfUSPS-T12-34. Please refer to pages IV+7 of library reference H- 
146. 
a. Please confirm that these tables are not produced by the SAS program 

ADMWIN. If you do not confirm, please explain. 
b. Please provide any additional SAS statements necessary for program 

ADMWIN to produce the output of pages IV4-7. 

OCAIUSPS-T12-34 Response. 

a. Confirmed 

b. The following statements can be added at the beginning of program 

ADMWIN to produce the output of pages IV+7: 

DATA MODSADMW; 
SET ADW. MODS; 

POOLGRP=‘MODS l&2’; 
GROUP=POOL; 

IF SUBSTR(POOL,1,4) = ‘ZADM’ THEN GROUP=‘ZADM ‘; 
IF SUBSTR(POOL, 1.4) = ‘2WIN’ THEN GROUP=‘2WINDOW ‘; 

IF POOL=‘ZADM MQ’ THEN GROUP=POOL; 
IF POOL=‘ZADM-OUT’ THEN GROUP=POOL; 

PROC FREQ; 
TABLES GROUP; 
WEIGHT WGT; 

TITLEI ‘FY 96 IOCS’; 
TITLE2 ‘ADMINISTRATIVE AND WINDOW SERVICES -MODS l&2 - IOCS %‘; 

TITLE3 ‘ADM-OUTGROUP (NOT M CS 3)‘; 
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OCAIUSPS-T12-35. Please refer to pages IV-l-VIII-2 of H-146. These 
pages describe programs ADMWIN, WINACCPT. CMUCFS, PREMITOT, 
PIGGYF96 and NONMODEL. 
a. Please confirm that these programs are not discussed in your 

testimony. If you do not confirm, please provide a citation to where 
these are described. 

b. Please amplify on the “program objective” section provided in H-146 
for each of these programs. Please explain in more detail what the 
program does, why it is necessary, and detail any changes in the 
program since R94-1. 

c. Please provide a citation to where the functions of each of these 
programs were performed and explained in R94-1. 

d. Please provide citations to where output of each of these programs is 
used by other witnesses or in other library references in this docket. 

OCA/USPS-T12-35 RESPONSE. 

a. Confirmed. 

b. and d. These programs were developed to produce costs or factors 

that are consistent with the new costing methodology described in my 

testimony, or in the case of WINACCPT, on the Window Service 

variability study described in Witness Brehm’s testimony, USPS-T-21. 

The MODS-based cost pools and applicable variabilities are 

incorporated in all six programs. 

ADMWIN produces costs based on the MODS-based split between 

Administrative, Window Service and Mail Processing for the MODS 

facilities, instead of the split based on the IOCS operation codes. The 

ADMWIN outputs are inputs to C/S 3, W/S 3.0.1 p.1 Cl..C5 Lll(a) and 

p.2 Cl..C5 L2.. L4 L7/(a)B(c), W/S 3.2.1.1 p.1 Cl/[a]B C2/[b], W/S 



6327 

Response of United States Postal Service Witness Degen 
to Interrogatories of the Office of the Consumer Advocate 

3.3.1 pp.l-2 C2fla] and W/S 3.3.2 pp.l-2 C2/[a] of Docket No. R97-1 

USPS-T-5. 

WINACCPT generates a distribution key for a new Wndow Service 

variability pool (window acceptance). The key serves as input to C/S 

3, W/S 3.2.1.1 p.1 Cl[a] Cl[b] of Docket No. R97-1 USPS-T-5. 

CMUCFS generates: 1) a distribution key for CMUlCFS using the 

LDC 49 cost pool for the MODS facilities instead of IOCS operation 

code 14 ; 2) volume-variable costs for CMU/CFS for MODS, BMC and 

NON-MODS facilities combined based on Witness Bradley’s v,ariability 

factors instead of the 100% variability assumption- this provides the 

basis for the proportion of volume-variable costs for CMUICFS 

supervisors/technical support in Cost Segment 2, W/S 2.5.1 pp.l-2 

C2[a] of Docket No. R97-1 USPS-T-5. 

PREMITOT applies volume variability factors to premium costs 

instead of the 100% volume variability assumption and develops 

distribution keys based on the cost pool groupings. The program 

outputs are inputs to C/S 3, W/S 3.013 p.1 L6 L8, and workpaper A-l, 

manual input requirements, components 544,659, 660, 655 of Docket 

No. R97-1 USPS-T-5. 

Both PIGGYF96 and NONMODEL rely on the MODS-based mail 

processing cost pools under the new methodology. In R94-1, the 
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piggyback factors were derived from space and equipment groupings 

based on IOCS Question 18 and 19 information. Model costs were not 

in R94-1. Additional details on how the data are used can be found in 

LR-H 77 p.215-232 for PIGGYFW and in LR-H 111, Appendix E, 

Table 8 for NONMODEL. 

c. The R94-1 citations for each of the programs are as follows: 

ADMWIN - functional component LIOCAlT, workpapers Cl-C2 in 

Docket No. R94-I. USPS-T-4. 

WINACCPT - not in R94-l(new window service variability study). 

CMUCFS - W/S 3.1.1, page 1 I col. 10, pages 5 -6 / col. 2, Wmorkpaper 

B3 in Docket No. R94-1, USPST4. 

PREMITOT - W/S 3.0.14, Workpaper B3 of R94-1 in Docket No. R94- 

1, USPS-T-4, and G-28 section 1 pp. 1.7-I .9. 

PIGGYFW - G105 - Part V 

NONMODEL - not in R94-1 
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OCANSPS-Tl Z-36. Please provide the SAS log and program file for the 
MODSPOOL program of library reference H-l 46. 

OCANSPS-T12-36 Response. 

The requested information has been filed in LR-H-218. 
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OCA/USPS-T-12-37. Please refer to the program files included with library 
reference H-21 8. Please confirm that the following modifications must be 
made to these SAS program files in order for them to reproduce the output 
of library reference H-l 46 in a PC SAS environment. 

a. Please confirm that the “set” statement at line 16 of program MBC must 
be replaced with an “infile” and an “input” statement to read the 
HQTAL96.PRC file included in H-23. Please confirm that the “input” 
statement should be modeled on the “put” statement used to create 
HQTAL96.PRC. If you do not confirm, please explain. 

b. Please confirm that the 8-digit sequence numbers in columns 73-80 of 
each line of SAS code must be removed. If you do not confirm, please 
explain. 

c. Please confirm that some character comparison statements must be 
recoded to account for differences in the collating sequence for ASCII 
(PCs) and EBCDIC (mainframe) characters. For example, the statement 
Y 
IF SUBSTR ,POOL, 1.1, > ‘V THEN DELETE :- would be recorded as -IF ‘0’ < SUBSTR ,PcJcL. 1. I, (‘5 

THEN aELETE :. in order to produce the same results under the ASCII character 
collating sequence of the PC environment. If you do not confirm, please 
explain. 

d. Please confirm these are the only modifications necessary in order to run 
the~H-218 SAS programs in the PC SAS environment. If you do not 
confirm, please explain and provide any other necessary modifications. 

‘r e. Please refer to the modified SAS programs filed as library reference OCA- 
LR-1. Please confirm that these SAS programs contain the modifications 
necessary in order to run the H-21 8 SAS program files successfully using 
PC SAS. If you do not confirm, please explain. 

OCAIUSPS-T12-37 Response. 

a. Confirmed. 

b. Confirmed. 

c. Confirmed. 

d. Cannot confirm or deny. It appears that the programs filed in OCA-LR-1 

contain modifications in addition to those listed in parts a-c o,f this 
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question. If those programs run on a properly configured PC, then I 

would conclude that appropriate modifications had been made. 

e. Cannot confirm or deny. As in my’response to part d, if the programs run 

on a properly configured PC and reproduce various material filed in LR-H- 

146 and LR-H-218, then I would conclude that the OCA-LR-1 programs 

contain the appropriate modifications. Since no SAS logs or other output 

was filed with OCA-LR-1, it is not possible for me to evaluate their 

performance. 
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OCANSPS-T-12-38. Please refer to the documentation of program 
MODSPOOL at page l-6 of library reference H-l 46. This states that the 
program accesses the FY 96 MODS summary file. 

a. Please explain how this FY 96 MODS summary file is produced. 
b. Please confirm that this file contains just one record for each MODS code 

that contains the MODS code, the LDC code, and the total hours for FY 
96. If you do not confirm, please explain what period of time the cost 
variable refers to. 

c. Please confirm that the FY 96 MODS summary file is produced by 
aggregating information from MODS files produced at a finer level of 
detail. If you do not confirm, please explain. If you do confirm, please 
describe how this file was created. 

d. Please describe the finest level of FY 96 MODS data available on 
computer files. For example, a file containing MODS hours and volume 
data by MODS code by AP by office is at finer level than a file ‘containing 
MODS hours and volume data by MODS code for just one year,. 

e. Please provide a data file of MODS data at the most disaggregated level 
available for FY 96. This file should include the MODS code, hours, and 
volume measures such as piece handlings. Finance numbers may be 
masked or recoded. 

OCAAJSPS-T12-38 Response. 

a. The MODS summary file is simply a sum of MODS workhours Iby 

operation for FY 1996. The input MODS data are disaggregated by AP 

and finance number. 

b. Confirmed. 

c. Confirmed. 

d. The finest level of detail that I know to be available is AP by finance 

number by MODS code. My understanding is that MODS reports for time 

periods as short as the tour can be generated for local use, but that the 

data are not saved at this level of detail. 
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e. The requested data will be filed as LR-H-248. The CD-ROM contains the 

files modhrs96.dat and modtph96.dat, respectively with MODS hours and 

TPH by AP, finance number, and MODS code. Each data file is in plain 

text format and the records contain a recoded finance number, MODS 

code, AP, and hours or TPH. The hours file contains significantly more 

observations than the TPH file, since TPH are not recorded for many 

MODS operations. Please note that since the MODS data on f’ostal 

Service mainframes are periodically revised or corrected, the data filed in 

LR-H-248 is close, but not exactly identical, to that which was used to 

generate the hardcopy summary in LR-H-146, part I. 
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OCAIUSPS-112-39. Please refer to pages 21 and 25 of library reference H- 
99. These pages describe data recoding that was performed for the city 
and rural carrier systems because of implementation of MC95-1 rate 
categories on July 1, 1996. Some third-class single piece mail was 
randomly recoded as third-class bulk rate to achieve consistency between 
PQ 4 volumes for FY 1995 and FY 1996. 
a. Please explain whether it was necessary to randomly recode any of the 

fOCS tally activity codes to adjust for implementation of the MC95-1 rate 
categories. 

b. Please explain whether it was necessary to randomly recode any of the 
fOCS data to adjust it to conform with data from other sourc,es or with 
IOCS data for other time periods. 

c. If any random recoding process was implemented, please describe 
completely. Include the specific rules for random recoding, the programs 
used to randomly recode the date, the number of tallies effec,tad by 
recoding, and the justification for the recoding used. 

d. If random recoding was not used, please explain why it was not needed 
to account for the changes implemented with the MC95-1 rate 
categories. 

OCAIUSPS-Tl2-39 Response. 

,?a. I do not believe it was necessary to randomly recode any IOCS tally 
i 

activity codes to adjust for the implementation of the MC95-1 rate 

categories, and no such recoding was performed. 

b. I do not believe it was necessary to randomly recode any IOCS tally 

activity codes to adjust data from other sources, and no such recoding 

was performed. 

c. No random recoding process was implemented. 

d. There are several reasons why random recoding was not needecl for 

IOCS tallies to account for the MC951 mail classification changes. The 

main reason is that most subclass assignments Ii.&, 1000-4360 activity 



6335 

Response of United States Postal Service Witness Degen 
to Interrogatories of the Office of the Consumer Advocate 

codes) are based on detailed information ebout the characteristics of 

sampled mail pieces recorded in questions 22 and 23. The procedure 

requires that shape, indicia. and other mail markings be consistent with 

the mail class recorded in question 23b. Further, the question 23b 

instructions warn data collectors not to misidentify pieces mailed at third- 

class bulk rates as third-class single piece, and to identify third-class bulk 

rate mail through use of appropriate identifying words (see L.R-H-49 at 

107). 

Although no random recoding was performed, the following change was 

made to the treatment of counted mixed-mail items, for whic:h detailed 

mail characteristics information is not collected in question 24. The five 

third-class rate categories in the question 24 CODES routine prior to July 

1, 1996 (see LR-H-49 at 133) were combined into a single Standard (A) 

category effective July 1, 1996 (see program q24.prg, LR-H-53). The 

result is that an IOCS data collector who was counting pieces in an item 

rather than making a detailed observation of a single sampled mail piece 

would not have to make an on-the-spot judgment as to the post- 

reclassification rate element. After June 39. 1996, the IOCS records for 

Standard (A) mail in counted items received activity code 5341 (see 

program ALB898, LR-H-21). Please see my response to MPAIUSPS-Tl2- 

1 part b for the activity code 5341 distribution procedure. 
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OCABJSPS-Tt2-40. This interrogatory follows up on your response 
(September 2, 1997) to question 2 of POIR No. 2. The premise for question 
2 was that, ‘In Docket No. R94-1, the Commission concluded that as the 
processing of Library Rate and Special Rate pieces should be similar, data 
showing that the attributable costs for these two subclasses were similar 
was not surprising.” 

a. Please confirm that the processing of Library Rate and Special Rate 
pieces is similar. If you do not confirm, please explain, in detail, your 
dis.agreement with this premise. 

b. If you confirm in part a. that Library Rate and Special Rate pieces are 
processed in a similar manner, then confirm that it would be reasonable 
to expect the attributable costs for the two subclasses to be similar. 

c. In your response to question 2 you state that ‘the operating plan does 
not segregate Library Rate mail from Special Rate mail.” 

i. What is the “operating plan?” 
ii. Why is it significant that the ‘operating plan” does not segregate 

Library and Special Rate mail? 

OCAIUSPS-T12-40. 

$a. Confirm with the qualification that differences in piece characteristics 

and mail preparation may cause some differences in productivities or the 

number of handlings required. Please see my response to question 2 of 

POIR 2. 

b. Confirm subject to the caveats in pan a. above. 

C. 

i. My reference to ‘operating plan” in my response to question 2 of 

POIR 2 referred to the normal practices for processing mail. 

ii. My understanding is that the normal practice for processing 

Library Rate and Special Rate mail is to process them in the same 

operations es a single mail stream. This is significant because 

question 2 of POIR 2 was asking about differences in the 
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processing of these two categories. If the two subclasses were 

segregated I would have more concern that there were differences 

in the way the two subclasses were processed. 
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OCAIUSPS-Tl2-50. Please refer to your response (September 2, 1997) to 
POIR No. 2, question 1. 

a. Attachment 1 presents nominal Standard (B) Library rate (LR) unit costs. 
Show the derivation of the Segment 14 unit costs for each year, FY 
1990 through FY 1996. 

i. For each figure used in the derivation, provide a citation to source 
documents used and furnish copies of such documents if they are not 
already on file with the Commission. 

ii. State which postal data systems generated the information used to 
derive the segment 14 unit costs. 

b. Present the same information requested in pan a. (including subparts i. 
and ii.) of this interrogatory for each of the remaining cost segments in 
Attachment 1 (for LR mail). 

c. In the last paragraph of your response, you conclude that: ‘Libren/ rete 
costs, like Classroom, suffer from some instability due to the small 
volume and the nature of the IOCS sampling procedure.” Please address 
the same issues, i.e., 

i. ‘the small volume [of LR mail] and the nature of the...sampling 
procedure” with respect to the data systems noted in subpart a.ii. of 
,the instant interrogatory (for segment 14); 

ii. the number of tallies involved in generating segment 14 costs for LR 
mail; 

iii. whether tallies ‘occurr[edI in proportion to volume” in segment 14 
data collection; 

iv. provide ‘tallies per dollar of unit cost” for segment 14 costs. 

Response to OCAIUSPS-T12-50 

a. 
i. The unit costs shown in Attachment 1 are obtained by dividing the 

Library rete and Special rate totals-for eech cost segment by the 
volumes for the respective class. The volumes are from the 
‘Statistics By Class of Mail” section of the CRA and tha costs are 
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from the ‘cost segment summary’ where each cost segment appears 
as a column and Special and Library rate are subclasses appearing es 
rows under ‘Fourth-Class Mail.’ These reports have all been filed 
with the Commission by the Postal Service under the p’eriodic 
reporting requirements. Note thet a revised attachment 1 was filed on 
September 19, 1997. 

ii. Redirected. 

b. 
i. See my response to pan a.i. 

ii. Redirected 

c. Redirected. 



Response of United States Postal Service Witness Degen 
to Interrogatories of the Office of the Consumer Advocate 

OCAIUSPS-T12-56. Please refer to Attachment 1 to your response to 
NAAIUSPS-T12-2. Please provide a breakout of Attachment 1 separately 
for the larger end smaller MODS and non-MODS offices, where “larger” and 
‘smaller” are defined as in the response to OCAIUSPS-T12-31d. 

OCAIUSPS-T12-56 Response. 

The response to OCAIUSPS-T12-31 d listed two possible splits between 

‘larger” and ‘smaller” offices. Attachment 1 to this response provides the 

requested breakdown defining ‘larger” as CAG A-C, while attachment 2 

defines ‘larger” as CAG A-E. In the latter case, all MODS tallies fall into the 

‘large” category. 
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. Response of United States Postal Service Witness Degen 
to Interrogatories of the Office of the Consumer Advocate 

OCA/USPS-T12-57. Please refer to Attachments 3,5 and 8 to your 
response to OCA/USPS-Tl2-1. These contain tables showing compensation 
of clerks and mailhandlers by office group, craft and CAG, MODS and non- 
MODS offices. Attachment 3 contains information for all offices, 
Attachment 5 contains Information for offices not In the IOCS sample, and 
Attachment 8 contains information for offices Included in the IOCS sample. 

a. Please explain why Attachment 3 contains compensation data for CAG 
H/J Non-MODS offices, but this data is not available for Attachments 5 
and 8. 

b. Please explain why the column titled ‘CAG H/J’ is not separated into 
two columns, one for CAG H and one for CAG J. 

OCAIUSPS-T12-57 Response. 

a. The compensation total for CAG H/J offices in Attachment 3 to my 

response to OCAIUSPS-T12-1 is not available disaggregated by finance 

number. Therefore it is not possible to break the data out by IOCS 

,F ,F sample inclusion. 

b. CAGs H and J were combined in the attachments to my response to 

OCA/USPS-T12-1 because they are combined in the tally cost weighting 

system (see LR-H-21). 
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. Response of United States Postal Service Witness Degen 
to Interrogatories of the Office of the Consumer Advocate 

OCAIUSPS-T12-58. Please refer to Attachment 4 to OCA/USPS-T12-1. 
Please explain why some of the CAG A and B facilities not included in IOCS 
are shown to have an average complement of zero clerks and mailhandlers. 

OCAIUSPS-T12-58 Response. 

Attachment 4 was generated by looking up the finance numbers for the 

listed facilities against the NDRPES data used elsewhere in the response to 

OCAIUSPS-Tl2-1. For the nine finance numbers referred to in the question, 

there was no match from the lookup procedure, and this was ~reponed as a 

zero complement. I believe this represents a limitation of the analysis 

resulting from the need to employ information from multiple data systems. 



6347 

Response of United States Postal Service Witness DeOen 
to Interrogatories of the Office of the Consumer Advocate 

OCAIUSPS-Tl2-59. Please refer to your response to OCAIUSPS-T12-3b. 
This response stated that a correction to a variability figure could be 
incorporated into your Table 6 by applying the ratio of the new variability to 
the old variability to all entries in a column. Please consider the implications 
to all other programs and outputs of library reference H-146. 

a. Please confirm that in order to update all relevant portions of H-146 to 
correspond to corrections to variabilities listed in your Table 4, only the 
following programs may need to be modified: MOD4DIST, NONMOD4, 
BMC4, PREMITOT, PIGGYF96, and NONMODEL. If you do not confirm, 
please list all programs that would need to be modified. 

b. Please refer to Attachment 1 to this interrogatory. Please confirm that 
Attachment 1 displays all lines of SAS code that would require 
modification in order to implement corrections or modifications to the 
variabilities listed in your Table 4. If you do not confirm, please provide 
a corrected list of affected program lines. 

c. Please list (by page number of H-146) all outputs of the H-146 SAS 
programs that would be expected to change if a modified set of 
variability estimates were used, instead of the set contained in your 
Table 4. 

d. Please provide a list of all outputs generated by H-146 that serve as 
inputs to Postal Service witness Alexandrovich’s testimony. Please 

.? ,.’ indicate which items on this list would be affected by a correction or 
modification to the variability estimates contained in your Table 4. 

e. Are there other versions of the H-146 programs that are more easily 
modified to account for future changes to either the variability levels or 
the total cost pool dollars? (For example, all variability flgurss and their 
cost pool names could be centrally located in one small data file, then 
the programs listed in part a of this interrogatory could pick up 
variabilities from the variability file.) If so, please provide those 
programs. If not, will all adjustments to the WGT variable for MODS 
offices and modifications to variability estimates be manually changed in 
the H-146 programs in the future? Please explain. 

OCAIUSPS-T12-59 Response. 

a. Confirmed. 

b. Confirmed. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of the Office of the Consumer Advocate 

C. Any output consisting of volume-variable mail processing costs would 

change if an alternate set of variability estimates to those estimated by 

witness Bradley were supplied, The affected pages of LR-H-146 are: II- 

22 to 11-38, III-4 to 111-18, V-7, V-15 to V-19, VI-5 to VI-19, an,d VII-3 to 

W-8. 

d. The data provided in Table 5 of my testimony, USPS-T-12, is used as an 

input to witness Alexandrovich’s calculations for cost segmenz 3.1. 

Please see my response to OCANSPS-T12-35 for additional LB-H-146 

outputs that serve as inputs to his calculations. Of these, I believe only 

the Table 5 data and the PREMITOT output are subject to change if 

alternate variability factors were substituted for those estimated by 

,F 
witness Bradley. 

e. There are no alternate versions of the programs. Obviously, t:he present 

coding of the LR-H-146 programs Is not the only possible way to supply 

cost pool and variability data to the requlsite programs. You could in 

principle modify the programs mentioned in part a to pick up ,the 

variability and cost pool amounts from a central file without materially 

altering their function. I do not know how the Postal Service plans to 

change the programs in the future. 
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Response of United States Postal Service Witness DeQen 
to Interrogatories of the Office of the Consumer Advocate 

OCAIUSPS-T12-60. Please refer to the response to DMAIUSPS-T4-36. In 
this response, witness Moden states, ‘I am not aware of any operational 
data on automated, mechanized or manual volumes by sub-class but It is my 
understanding that such estimates could be derived from the In Office Cost 
System. ” 

a. Please explain how such volume estimates can be produced frmom the In 
Office Cost System. 

b. Please provlde from the IOCS the estimates requested by DMA. 
c. Please list all other volume estimates that can be produced from the In 

Office Cost System. 

OCAIUSPS-Tl Z-60 Response. 

a. Volume estimates cannot be derived directly from IOCS. As stated in my 

testimony, IOCS estimates ‘costs for time spent by various types of 

employees performing different functions.” See USPS-T-l 2 at page 1. 

This implies that the IOCS based cost pool-specific distribution keys 
:: 

estimate the costs associated with proportions of time spent handling 

various subclasses of mail in each MODS cost pool (operation Qroup). 

Assuming that the MODS operation group productivities do not vary 

much by subclass, then the distribution keys’ proportions of gm can be 

interpreted as proportions of bendlino$ These cost pool-specific 

distribution keys can then be applied to an appropriate volume measure 

for the associated MODS operations (i.e., TPH) to compute one possible 

estimate of volume in the operatlon by subclass. The data to perform 

this exercise have already been provided. The cost pool-spec:ific 

distribution keys may be found In Table 5, USPS-T-12, or Attachment 1 
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Response of United States Postal Service Wimess Degen 
to interrogatories of the Office of the Consumer Advoc’ate 

to my response to OCAIUSPS-112-14. I provided N 1996 MODS TPH 

by cost pool In Attachment 1 to my response to OCA/USPS-T4-28. 

Please note that since many cost pools do not have well-defined, 

consistently measured volume or workload indicators, this exercise 

cannot be carried out for every cost pool. 

b. Directions for the estimation procedure and citations to data .sources are 

provided in my response to part a. 

c. I am not aware of any volume estimates that can be derived from IOCS 

other than the type described in my response to part a. 

f 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCAIUSPS-Tl Z-63. Please refer to your response to OCA/USPS-Tl Z-36. 
Your response indicated that the SAS log for program MODSPOOL has been 
filed in LR-H-218. Please provide a reference to the page number of this 
library reference containing the MODSPOOL program. 

OCAIUSPS-Tl Z-63 Response. 

The SAS log for MODSPOOL is the last one in LR-H-218. In my copy, it 

follows the SAS log for program NONMODEL. The SAS log for MODSPOOL 

is eight pages long (the numbering begins with page 1) and the first page 

contains a handwritten note identifying it as ‘Program MODSPOOL.” 



6352 

Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

OCAIUSPS-Tl Z-64. Please provide an updated or corrected version of your 
response to OCAIUSPS-Tl Z-1 so that it is agreement with your response to 
l-W/USPS-T1 2-17a. 

OCAIUSPS-Tl Z-64 Response. 

The requested data is provided in Attachments 1 and 2 to this response. To 

create the revised tables, I moved the REC finance numbers to the MODS 

office category. This was done by matching the REC finance numbers from 

Attachment 1 to my response to TWIUSPS-Tl Z-17 to finance numbers in 

the FY 1996 AP 01 Installation Master File. Please note that when I 

matched the data sets by finance number, I found 52 of the REC finance 

numbers in the AP 01 Installation Master File. The figure of 51 RECs in my 

response to Time Warner was based on a comparison of facility names. All 
:: 
54 REC finance numbers were present in the NORPES data used to estimate 

employee complements. 



Response to OCAUSPS-T12-84 . Attachmenl I 
Revlsed I.3 

Number of BMCs. MODS Oftlces, and Non-MODS Offices In AP 01 FY 1996 
lndudes offlces not eligible for IOCS sampling 

CAGAJB CAGC CAG D CAG E CAG F CAG G CAG Ii CAG J Total 

BMC 21 0 0 0 0 0 0 0 21 
MODS 751 159 24 4 0 0 0 0 935 
Non-MOD 324 620 582 I -481 1.888 2,994 3,075 4.849 16.411 

Total 1.096 776 606 I .4a5 i .a86 2,994 3.675 4.849 17.307 

Total NORPES Offices with Clerk and Mallhandler Employees 

CAGAIB CAGC CAG D CAG E CAG F CAG G CAG H CAG J Tolal 

BMC 21 0 0 0 0 0 0 0 21 
MODS 614 134 25 5 0 0 0 0 778 
Non-MOD 138 588 569 1,507 1.917 3.015 n/a n/a 7.732 

Total 773 720 594 1.512 1.917 3,015 n/a n/a a.531 

Nob: Detail nol avallable for CAG H/J 

Page 1 of 1 



Response lo OCAAJSPS-T12-64 - Affachment 2 
‘%i( 

Average Number of NDRPES CferWMaifhandlers for FY 1996 by office group, craff and CAG 
Rev&d 

BMC’S 

CAGAiB CAGC CAG D CAG E CAG F CAG G CAG H CAG J Total 

Clerk-Reg 5.900 0 0 0 0 0 0 0 5,900 
Clerk-Sub f.568 0 0 0 0 0 0 0 1.568 
Mallhandl 10.336 0 0 0 0 0 0 0 10,336 

Total Cler 17.604 0 0 0 0 0 0 0 17,804 

MODS OFFICES 

CAGAlEl CAGC CAG D CAG E GAG F CAG G CAG H CAG J Total 

Clerk-Rsg lst.6oa (1.625 a73 261 0 0 0 0 161,567 
Clerk-Sub 56.750 I ,868 206 55 0 0 0 0 58.878 
Maflhandl 51.042 776 a0 24 0 0 0 0 51.921 

Toial Cler 259.600 11.266 1,158 339 0 0 0 0 272,366 

NON-MODS OFFICES 

CAGAIB CAGC GAG D CAG E CAG F CAG G CAGH ~CAGJ Total 

Clerk-Rug 5,794 ta.aga 9,748 ii ,487 5.271 2.889 698 53 54.737 
Clerk-Sub t ,455 5,534 3.740 6,770 5,566 6,559 6,052 3,603 39.278 
Mailhandl 1,193 954 196 a2 a 1 0 0 2.432 

Total Cler a.432 25,296 t 3.684 18.339 t 0.842 9,449 6.750 3,655 96.447 

Page 1 of 1 
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Response of Unlted States Posts1 Service Witness Degen 
to Interrogatories of the Office of the Consumer Advocate 

(Redirected from Witness Moden) 

OCAIUSPS-T4-16. Please refer to page 10 of the December 1996 National 
Coordination Audit of Allied Workhours contained in library reference H-236. 
Out of a total of 26 P&DCs visited, ‘Several plants had employees who 
were performing direct distribution functions, but were clocked into LDC 17 
operations. This allowed the productivities of direct distribution operations, 
with specific benchmarks and perceived higher priorities, to be artificially 
higher.” 
c. Please refer to pages 21 and 25 of library reference H-89. These pages 

describe data recoding that was performed for the city and rural carrier 
systems because of implementation of MC95-1 rate categories on July 1, 
1996. Some third-class single piece mail was randomly recoded as third- 
class bulk rate to achieve consistency between PO4 volumes for FY 
1995 and FY 1996. Did you randomly recode some of the LDC 17 
operations workhours as direct distribution workhours to account for the 
fact that some of these employees are really performing direct 
distribution operations? If not, why not. If so, please describe the 
recoding process. 

OCAIUSPS-T4-16 Response 

c. No random recoding of workhours was performed for any MIODS 

f 
operations, including those associated with LDC 17. I believe’it is not 

necessary to do so. My understanding is that ‘noise” in rec,orded 

workhours should ‘not bias witness Bradley’s variability estimates, and 

that the good fit of his models indicates there is not much noise 

introduced by mis-clocking. Furthermore, the variability models, the 

formation of cost pool amounts, and the assignment of IOCS tallies to 

cost pools for distribution key formation are all based on the! clocked-in 

MODS number for consistency. 



.a. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of the Office of the Consumer Advocate 

(Redirected from Witness Moden) 

OCAIUSPS-T4-19. Please provide MODS volume or piece handling counts 
for PY 1996 by CAG for each of the MODS cost pools. Please break this 
information out by the method used to collect these piece counts (SWS, 
actual counts, etc.). 

OCAIUSPS-T4-19 Response. 

Attachments 1 and 2 to this response contain the requested breakdown of 

MODS TPH for the 11 cost pools associated with the MODS sorting 

activities listed in Table 7 of witness Bradley’s testimony, USPS-T-14. The 

TPH are from the modtph96.dat file in LR-H-248, and have not been 

scrubbed. The data are not broken out by collection method because the 

required information is not available. However, TPH in mechanized and 

,r automated operations is generally derived from machine counts, whereas 

TPH in manual operations is generally based on converted weights or other 

such measurements. Please note that there are volumes recorded in the 

TPH variable for various non-distribution operations at some facilities. I am 

informed that in such cases, the TPH variable contains volume measures 

defined at the area or facility level. The local volume measures are not 

piece counts in any meaningful sense and cannot be aQgrega,ted to 

servicewide cost pools, so they are not reported in the attachments. 
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OCAIUSPS-T5-17. Please provide the cost components of segment 3 of the 
FY 1996 CRA and the BY 1996 segments and components reports 
separately for MODS offices, non-MODS offices, and BMC’s. 

OCAIUSPS-T5-17 Response. 

Neither the FY 1996 nor the BY 1996 CRA methodology was designed to 

produce adjusted component costs by office group. To obtain an 

approximate breakdown, one might apply split factors to the component 

cost totals. This is fairly straightforward for the BY 1996 costs, since the 

principal cost inputs are reported by office group in W/S 3.0.1 page 2, in 

LR-H-201, file ~~03.~1s. For FY 1996, the total IOCS tally costs b’y office 

group and component can be used to generate split factors. Attachment 1 

to this response shows the calculations for these approximate breakdowns. 
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OCAIUSPS-T5-18. Please refer to the description of accrued mail 
processing costs (section 3.12) on page 3-6 of library reference H..l. This 
section describes the roster designation codes, uniform operation codes, 
and activity codes used to define accrued mail processing costs. 

a. Please identify the library reference, program name, and line numbers of 
the program that calculates the accrued mail processing cost for clerks 
and mailhandlers for (1) the FY 1996 CRA costing methodology and (2) 
the BY 1996 costing methodology. 

b. Please provide a citation to the portion of the library reference vvhich 
documents the program that calculates the accrued mail processing cost 
for clerks and mailhandlers for (1) the FY 1996 CRA methodology and 
(2) the BY 1996 costing methodology. 

c. Please refer to witness Degen’s costing methodology for non-MODS 
offices. Please list all differences between the FY 1996 CRA calculation 
of accrued costs for cost component 3.1 and witness Degen’s 
methodology for developing non-MODS accrued costs. 

d. Please refer to witness Degen’s costing methodology for non-MODS 
offices. Please list all similarities between the FY 1996 and CRA 
calculation of accrued costs for cost component 3.1 and witness 
Degen’s methodology for developing non-MODS accrued costs. 

e. If documentation or programs have not been provided as library 

c references in this docket, but were provided in whole or in part in a 
,F previous docket, please provide the citations requested in parts a and b 

of this interrogatory to such previous dockets. 
f. In addition to any citations to library references or other documents 

provided in parts a, b and e of this interrogatory, please provide citations 
to relevant portions of library references H-l 96 and H-21 5. 

OCAIUSPS-TS-18 Response. 

a. The referenced section of LR-H-1 is relevant only to the FY 1986 costing 

methodology in that the *sum of mail processing costs” refers to the 

sum of tally dollar weights (variable F9250). The IOCS tally cost 

weighting is performed in program ALB095, LR-H-21. The IOCS cost 

inputs for FY 1996 are obtained from LIOCAlT output, which may be 
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found in LR-H-196 (see especially files wsO3.xls and I-forms.xls,). Some 

reapportionment of FY 1996 clerk and mailhandler costs among 

components is performed in W/S 3.0.1, in LR-H-196, file ~~03.~1s. 

Development of the mail processing cost pool amounts for the OY 1996 

costing methodology is described in detail in LR-H-146, part I. :See 

especially program MODSPOOL and pages l-2 to l-3 of LR-H-146. Some 

reapportionment of BY 1996 clerk and mailhandler costs among 

components is performed in W/S 3.0.1, in LR-H-201, file ~~03.~1s. 

b. Please see the response to part a. 

c. The differences may be obtained by contrasting the description in LR-H-1 

section 3.1.2 with USPS-T-12 at pages 6-7 and LR-H-146 part I. The 

.q 
primary difference is that mail processing costs at MODS offices in the 

BY 1996 methodology are defined in terms of MODS operation numbers, 

in contrast to the FY 1996 definition based on IOCS uniform operation 

codes. 

d. The similarities may be obtained by comparing the description in LR-H-l 

section 3.1.2 with USPS-T-12 at pages 6-7 and LIT-H-146 part I. The 

main similarity is that mail processing costs at BMCs and non-MODS 

offices are derived using IOCS tally costs for~the IOCS uniform operation 

codes listed in section 3.1.2 of LR-H-.1. 
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e. Not applicable. 

f. The relevant citations to LR-H-196 and LR-H-201 are provided in the 

response to pan a, above. 
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OCANSPS-TB19. Please refer to the description of accrued window 
service costs (section 3.2.2) on pages 3-9 and 3-10 of library reference H-l. 
This section describes the roster designation codes, uniform operation 
codes, and activity codes used to define accrued window service costs. 

a. Please identify the library reference, program name, and line num,bers of 
the program that calculates the accrued window service cost for (1) the 
FY 1996 CRA costing methodology and (2) the BY 1996 costing 
methodology. 

b. Please provide a citation to the portion of the library reference which 
documents the program that calculates the accrued window service cost 
for (1) the FY 1996 CRA methodology and (2) the BY 1996 costing 
methodology. 

c. Please refer to witness Degen’s costing methodology for non-MODS 
offices. Please list all differences between the FY 1996 CRA calculation 
of accrued costs for cost component 3.2 and witness Degen’s 
methodology for developing non-MODS accrued costs for window 
service. 

d. Please refer to witness Degen’s costing methodology for non-MODS 
offices. Please list all similarities between the FY 1996 CRA calculation 
of accrued costs for cost component 3.2 and witness Degen’s 
methodology for developing non-MODS accrued costs for window 
service. 

%. If documentation or programs have not been provided as library 
references in this docket, but were provided in whole or in part in a 
previous docket, please provide the citations requested in parts a and b 
of this interrogatory to such previous dockets. 

f. In addition to any citations to library references or other documents 
provided in pans a, b and e of this interrogatory, please provide citations 
to relevant portions of library references H-l 96 and H-21 5. 

OCAIUSPS-T5-19 Response. 

a. The referenced section of LR-H-1 is relevant only to the FY 1996 costing 

methodology in that ‘all window service costs” refers to the sum of tally 

dollar weights (variable F9250). The IOCS tally cost weighting is 

performed in program AL8095, LR-H-21. The IOCS cost inputs ,for FY 
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1996 are obtained from LIOCATT output, which may be found in LR-H- 

196 (see especially files wsO3.xls and I-f0rms.xl.s). Some 

reapportionment of FY 1996 clerk and mailhandler costs among 

components is performed in W/S 3.0.1, in LR-H-196, file ws03.xls. 

Development of the window service cost pool amounts for the EIY 1996 

costing methodology is described in detail in LR-H-146, part I. See 

especially program MODSPOOL and pages l-2 to l-3 of LR-H-146. Some 

reappoRionment of BY 1996 clerk and mailhandler costs among 

components is performed in W/S 3.0.1, in LR-H-201, file wsO3.xls. 

b. Please see the response to part a. 

c. The differences may be obtained by contrasting the description in LR-H-1 

4 section 3.2.2 with LR-H-146 part I. The primary difference is thbat 
* 

window service costs at MODS offices in the BY 1996 methodology are 

defined in terms of MODS operation numbers, in contrast to the FY 1996 

definition based on IOCS uniform operation codes. 

d. The similarities may be obtained by comparing the description in LR-H-1 

section 3.2.2 with LR-H-146 part I. The main similarity is that window 

service costs at BMCs and non-MODS offices are derived using IOCS 

tally costs for then IOCS uniform operation codes listed in section 3.2.2 of 

LR-H- 1. 
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e. Not applicable. 

f. The relevant citations to LR-H-196 and LR-H-201 are provided in the 

response to part a, above. 



6373 

Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocate 

(Redirected from Witness Alexandrovich) 

OCANSPS-TS-20. Please refer to the description of accrued admlinistrative 
and support activities costs (section 3.3.2) on pages 3-14 and 3-75 of 
library reference H-l. This section describes the roster designation codes, 
uniform operation codes and activity codes used to define accrued 
administrative and support activities costs. 

a. Please identify the library reference, program name, and line numbers of 
the program that calculates the accrued administrative and support 
activities cost for (1) the FY 1996 CRA costing methodology and (2) the 
BY 1996 costing methodology. 

b. Please provide a citation to the portion of the library reference which 
documents the program that calculates the accrued administrative and 
support activities cost for (1) the FY 1996 CRA methodology and (2) the 
BY 1996 costing methodology. 

c. Please refer to witness Degen’s costing methodology for non-MODS 
offices. Please list all differences between the FY 1996 CRA calculation 
of accrued costs for cost component 3.3 and witness Degen’s 
methodology for developing non-MODS accrued administrative and 
support activities costs. 

d. Please refer to witness Degen’s costing methodology for non-MODS 
offices. Please list all similarities between the FY 1996 CRA calculation 
of accrued costs for cost component 3.3 and witness Degen’s 
methodology for developing non-MODS accrued administrative and 

.i Sk support activities costs. 
e. If documentation or programs have not been provided as library 

references in this docket, but were provided in whole or in part in a 
previous docket, please provide the citations requested in pans, a and b 
of this interrogatory to such previous dockets. 

f. In addition to any citations to library references or other docum,ents 
provided in parts a, b, and e of this interrogatory, please provide 
citations to revelant portions of library references H-l 96 and H-21 5. 

OCAIUSPS-T5-20 Response. 

a. The referenced section of LR-H-1 is relevant only to the FY 1996 costing 

methodology in that ‘all administrative and support work costs? refers to 

the sum of tally dollar weights (variable F9250). The IOCS tally cost 
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weighting is performed in program ALB095, LR-H-21. The IOC:S cost 

inputs for FY 1996 are obtained from LIOCATT output, which may be 

found in LR-H-196 (see especially files wsO3.xls and I-forms.xls). Some 

reappoRionment of FY 1996 clerk and mailhandler costs among 

components is performed in W/S 3.0.1, in LR-H-196, file wsO3~.xls. 

Development of the administrative cost pool amounts for the BY 1996 

costing methodology is described in detail in LR-H-146, part I. See 

especially program MODSPOOL and pages l-2 to l-3 of LR-H-146. Some 

reapportionment of BY 1996 clerk and mailhandler costs among 

components is performed in W/S 3.0.1, in LR-H-201, file ~~03.~1s. 

b. Please see the response to part a. 

; c. The differences may be obtained by contrasting the description in LR-H-1 

section 3.3.2 with LR-H-146 part I. The primary difference is that 

administrative costs at MODS offices in the BY 1996 methodology are 

defined in terms of MODS operation numbers, in contrast to thIe FY 1996 

definition based on IOCS uniform operation codes. 

d. The similarities may be obtained by comparing the description in LR-H-1 

section 3.3.2 with LR-H-146 part I. The main similarity is that 

administrative costs at BMCs and non-MODS offices are derived using 

lOCS tally costs for the IOCS uniform operation codes listed in section 

3.3.2 of LR-H-1. 



6375 

Response of United States Postal Service Witness Degen 
to Interrogatories of Office of the Consumer Advocatle 

(Redirected from Witness Alexandrovich) 

e. Not applicable. 

f. The relevant citations to LR-H-196 and LR-H-201 are provided in the 

response to part a, above. 
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OCAIUSPS-T5-21. Please confirm that the total component 3.1 costs 
increase by $791,019,000 under the base year costing methodology, as 
compared to the library reference H-l methodology for FY 1996. If you do 
not confirm, please provide the correct figure and its derivation. In any 
event, please provide a breakdown of the cost change by MODS,, non- 
MODS, and BMC’s. 

OCANSPS-T5-21 Response. 

The magnitude of the component 3.1 increase is confirmed (I calculate an 

increase of $792.015 million). Please see Attachment 1 to OCANSPS-T12- 

17 for an approximate breakdown of the cost change. 
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OCANSPS-T5-22. Please confirm that the total component 3.2 costs 
decrease by S106,586,000 under the base year costing methodology, as 
compared to the library reference H-l methodology for FY 1996. If you do 
not confirm, please provide the correct figure and its derivation. In any 
event, please provide a breakdown of the cost change by MODS, non- 
MODS. and BMC’s. 

OCAIUSPS-f5-22 Response. 

The magnitude of the component 3.2 decrease is confirmed (I calculate a 

decrease of $106.585 million). Please see Attachment 1 to OCAIUSPS- 

T12-17 for an approximate breakdown of the cost change. 
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OCAIUSPS-T5-23. Please confirm that the total component 3.3 costs 
decrease by 5685,425,OOO under the base year costing methodology, as 
compared to the library reference H-l methodology for FY 1996. If you do 
not confirm, please provide the correct figure and its derivation. In any 
event, please provide a breakdown of the cost change by MODS, non- 
MODS, and BMC’s. 

OCAIUSPS-T5-23 Response. 

The magnitude of the component 3.3 decrease is confirmed (I callculate a 

decrease of $685.427 million). Please see Attachment 1 to OCAIUSPS- 

T12-17 for an approximate breakdown of the cost change. 
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OCAIUSPS-T5-26. Please refer to page 3-2 of library reference H-l. This 
states that segment 3 accrued costs are classified into mail processing, 
window service, and administrative and support activities. On page 7 of 
USPS-T-l 2, witness Degen states, ‘The compensation totals for the BMC 
and non-MODS groups are partitioned into the mail processing, 
administrative, and window service components using IOCS dollar totals for 
the collections of IOCS operations codes that defined the components in the 
old methodology.” 

a. Please confirm that the definition of accrued costs for each of his 
partitions for non-MODS offices is the same as the segment 3 
components described in library reference H-l, page 3-2. If you do not 
confirm, please explain any differences. Provide citations to the lines of 
computer code that implement any changes between the two 
methodologies. 

b. Please confirm that for non-MODS offices, witness Degeri’s 
administrative partition is equivalent to component 3.3, adminiistrative 
and support activities, as described in H-l. If you do not confirm, please 
explain and list all differences between the two. 

OCAIUSPS-T5-26 Response. 
,y 

a. The definition of the component costs for the non-MODS offices is 

conceptually similar to the FY 1996 methodology, but the cost totals are 

not the same. The partition of BY 1996 non-MODS costs is different in 

that the IOCS costs for each component are used to distribute the total 

clerk and mailhandler compensation amount for the non-MODS office 

group (finance numbers), obtained from the Pay Data System, to the cost 

components. See LR-H-146 at l-3. The difference arises because the 

IOCS tally dollar weights are based on clerk and mailhandler 

compensation amounts by craft and CAG, so the total dollar value of 
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tallies taken at non-MODS offices is not controlled to the total 

compensation amount for non-MODS finance numbers. 

b. Confirmed that the non-MODS administrative component in thle BY 1996 

methodology is conceptually similar to the component 3.3 description, 

noting the difference in the method for computing the component costs 

for the non-MODS office groups described in part a of this response. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of the Office of the Consumer Advocate 

(Redirected from Witness Bradley) 

OCAIUSPS-T14-4. Please refer to page 4 of your response to dCA/USPS- 
T14-1. This breaks out accrued cost by Non-MODS sub-pools. Please 
break out these accrued costs by: 
a. Facilities with mechanized mail processing equipment but no automated 

mail processing equipment. 
b. Facilities with automated mail processing equipment but no mechanized 

mail processing equipment. 
c. Facilities with neither mechanized mail processing equipment nor 

automated mall processing equipment. 
d. Facilities with both mechanized mail processing equipment end 

automated mail processing equipment. 

OCNUSPS-Tl44 Response. 

ad. Data do not exist to separate the Non-MODS sub-pools by the type of 

equipment by facility. Equipment deployment by facility is cont,rolled to a 

large extent by the area offices and national inventories by plant are not 

x maintained. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of the Office of the Consumer Advocate 

(Redirected from Witness Bradley) 

OCAIUSPS-fl4-5. Please refer to page 4 of your response ‘to OCAIUSPS- 
T14-1. This breaks out accrued cost by Non-MODS sub-pools. Pleere 
break out these accrued costs by: 
a. Facilities with mechanized mail processing dollars but no automated mail 

processing dollars. 
b. Facilities with automated mail processing dollars but no mechanized mail 

processing dollars. 
c. Facilities with neither mechanized mail processing dollars nor automated 

mail processing dollars. 
d. Facilities with both mechanized mail processing dollars and automated 

mail processing dollars. 

OCALJSPS-Tl4-5 Response 

ad. The cost data by operation for Non-MODS offices were derived from IOCS 

tally data. The breakout you request could be attempted with IOCS tallies, 

but it would be misleading because the tases in which an ofir~ has no 

actual costs for an operation and the cases in which an ofice has costs for 

.f 
an operation but no tallies were taken of the operation are observationally 

equivalent. The IOCS sample is not large enough to accurately determine 

the operations mix at small offices, so we would undoubtedly misclassify 

offices for the purpose of the requested cost break out. 1 not aware of any 

way to reliably create the requested breakout. 
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Response of United States Postal Service Witness Degen 
to interrogatories of the Office of the Consumer Advocate 

(Redirected from Witness Bradley) 

OCAIUSPS-114-6. Please refer to page 10 of the December 1996 National 
Coordination Audit of Allied Workhours contained in library reference H-236. 
This states, ‘At the P&DCs, LDC 17 supervisors generally expressed that 
their focus was to keep the employees in budgeted positions ‘busy’, and 
minimize overtime hours.” 
a. Please confirm that LDC 17, Other Direct Operations, refers to MODS 

allied activities in your testimony. If you do not confirm, p’lease explain 
the differences between the terms ‘allied activities” and ‘L.DC 17 
operations.” 

OCAIUSPS-114-6 Response. 

a. Confirmed. See LR-H-146 at pages l-16 to l-21 for the specific 

associations of MODS operation numbers with cost pools. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of the Office of the Consumer Adv,ocate 

(Redirected from Witness Bradley) 

OCAIUSPS-T14-26. Please refer to Table 19 (‘Proxy Variabilities for Mail 
Processing Activities Without Recorded Piece Handlings” and Table 20 
(‘Proxy Variabilities for Customer Service Activities).” Each table lists two 
different types of activities: an activity that requires a proxy v’ariability, and 
an activity providing the proxy variability. 
b. For each activity providing the proxy variability, please describe In what 

ways that activity is (1) identical to, (21 substantially similar to, and (3) 
different from the activity requiring a proxy variability with which It is 
matched. 

OCANSPS-T14-28 Response. 

b. The attachment to this response contains a table listing the similarities 

between the “receiving” and “providing” activities. The MODS operation 

numbers corresponding to the cost pools may be found, with brief 

descriptions, in LR-H-146 at l-12. Appendix A of LR-H-147 contains more 

detailed descriptions of certain operations. These sources can be used 

to determine differences between MODS operations as desired. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

TWIUSPS-Tl Z-1. 

a. Was the LIDCAIT program used to distribute clerk and mailhandler costs 
in this docket? If yes, please provide the output of the LIOCAlT 
program. 

b. Please provide the LlOCAlT output, as provided in previous rate cases, 
for the mail processing cost distribution used in the FY96 CRA report. 

TWNSPS-Tl2-1. Response: 

a. The LIOCAlT program was used to distribute clerk and mailhandler costs 

for FY96. The distribution of BY96 clerk and mailhandler costs to 

subclass does not use LIOCAlT. Please consult LR-H-146 for full details. 

b. I am informed that the LIOCAlT output relating to the FY96 CRA report 

5 
was provided by the Postal Service on July 9, 1997, pursuant to the 

Commission’s periodic reporting rules, and is thus presumably on file 

with the Commission’s docket section. 



’ I 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

lW/USPS-T12-2. 

a. Approximately when did the Postal Service decide to move to MODS 
based attribution of clerk and mailhandler wage costs? 

b. Prior to the new method described in your testimony, was any use made 
of the MODS numbers recorded by IOCS clerks? If yes, please describe 
how this information was used. 

c. How does an IOCS clerk know which MODS number to enter for a 
sampled clerk or mailhandler? Please provide a copy of the instructions 
given to IOCS clerks for the purpose of recording the correct MODS 
number. 

d. During FY96, were IOCS clerks aware that the MODS numbers they 
recorded would be put to a much more important use than in any 
previous year? 

e. During FY96, were IOCS clerks aware that their detailed observations of 
the activity performed by sampled employees would be superseded by 
MODS numbers? 

f. Since when have MODS numbers been recorded by IOCS clerks? 

$ 
g. When a sampled employee is on a break, and after the break will start an 

assignment different from the one he had before the break, which MODS 
number is the IOCS clerk supposed to record? 

h. What proportion of IOCS tallies taken in MODS facilities had a valid 
MODS number in FY961 

i. What procedures were applied to assure that the MODS nurnbers 
recorded by IOCS clerks were not only valid numbers but correctly 
described the observed employee’s activity? 

j. What proportion of the IOCS tallies, taken in MODS facilities but without 
valid MODS numbers, could not be assigned to any cost pool? If there 
were such tallies, please explain how they were used. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

TWAJSPS-T12-2 Response. 

a. It is my understanding that, in light of the controversies over mail 

processing cost distribution that arose over the last several g’eneral rate 

cases, the Postal Service began to consider a number of potential 

improvements to the mail processing cost distribution process. One type 

of potential improvement that was under consideration over t;he last 

several years was the methodology presented in this case in my 

testimony and that of Dr. Bradley. It was recognized, however, that 

consideration of such a comprehensive change would require a great 

deal of data assessment and database development, feasibility research, 

coordination with operational personnel, and other similar types of 

preparation activities. It would be quite difficult for me or anyone else to 

identify any particular point in time during this process that the Postal 

Service ‘decided to move” to the new approach. Refinements in the 

methodology, including the incorporation of more recent data, continued 

virtually up to the point of filing of this case. 

b. To the best of my knowledge the MODS number recorded by IOCS clerks 

has not been used in the LIOCATT cost distribution system prior to now, 

however, it is my understanding that the MODS operation number has 

been used for various other analyses over the years. I am not familiar 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

with the details of these other analyses. 

C. The data collector can ask the employee or ask the employee’s 

supervisor. Note that for the purposes of the costing method described 

in my testimony, the correct MODS number is the MODS operation the 

employee is actually clocked into, which is not necessarily the operation 

in which he/she is working. While the MODS number and the observed 

activity are consistent in most cases, when the two are inconsistent, the 

tally should be associated with the MODS clock number rather than the 

observed activity. This is because the variabilities are estimated using 

MODS data which include whatever clocking errors have occurred. The 

cost pools are consistent with the variabilities that are applied to them. 

f 
The tallies are only used to form the distribution keys. The ,tallies must, 

likewise, be consistent with the cost pools and underlying v,ariabilities. 

Hence, we rely on IOCS to report the operation into which am employee 

is clocked. The IOCS Field Operating Instructions (Handbook F-45) alert 

data collectors that the MODS work center number may not match the 

observed employee activity. Data collectors are instructed 1:o -enter... 

[the] work center that the employee is clocked into at the time of the 

reading. The MODS work center number may not necessarily match the 

employee’s activity at the time of the reading.” Please see Handbook F- 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

45, January 1995, p. 35. Similar wording may be found in the 

September 1990 and September 1991 releases of Handbook F-45. 

Handbook F-45 was filed in Docket No. MC96-3 as LR-SSR-12. 

d. My understanding is that no directives were issued to data collectors 

regarding this matter. 

e. It is not true that the MODS number supersedes the detailed observation 

of the employee’s activity. Under the old methodology, CAG and Basic 

Function determined the cost pools for the LlOCAlT cost distribution 

process. These did not rely on questions 18 and 19 that report the 

detailed activities of the employee being sampled. Under the new 

B 
methodology, the MODS number is used to develop the distribution key. 

The distribution key must use the MODS number into which the 

employee is clocked so it is consistent with the cost pool. The observed 

activity questions are only used to predict the MODS number when the 

tally contains a missing or invalid MODS number. IOCS data collectors 

were not given any instructions regarding diminished importance of 

questions 18 and 19. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

f. The recording of MODS numbers pre-dates the introductiorl of CODES 

IOCS. I researched past revisions of the IOCS Field Operating 

Instructions (Handbook F-451, and determined that data collectors were 

instructed to record the MODS number as early as Fy84, and possibly 

before. 

g. The correct MODS number is the operation into which the employee is 

clocked. Please see LR-H-147, at section 312.124. Note that the 

assignment of IOCS tallies, including break/personal needs tallies, to cost 

pools does not affect the cost pool dollar amounts. Further, break and 

personal needs tallies are not used in the distribution key. 

h. There are 246 clerk and mailhandler tallies with ‘invalid” MODS 

numbers, and 2,297 tallies with blank or zero MODS numbers. These 

2,543 tallies are approximately 1.32% of the 193,138 clerk, and 

mailhandler tallies taken at MODS l&2 offices. 

i. Please see the answer to part c, above. For purposes of the new costing 

methodology we need ~IOCS data colle,ctors to report the op,eration into 

which sampled employees are clocked. This is how data collectors are 

instructed, and we believe this is what data collectors are doing with 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

only a small number of exceptions. In the larger sense, we would also 

like the MODS data to be reasonably accurate with respect to the 

activity being performed, so that our estimation of variabilities is 

accurate. We believe the MODS data to be reasonably accurate, 

especially at the level of aggregation used in the cost model. A small 

number of erroneously clocked hours will not have a substamial impact 

on the variability estimates. Further, the variability estimates are done 

using an aggregation of MODS numbers. Any errors inclocking that 

occur among the operations within a cost pool have m effect on the 

cost pool formations, variability estimates, and the distribution keys. 

j. All tallies are assigned to cost pools. If the Question 18/l g-based 
,F 

mapping cannot be carried out, the tally is assigned to either the 

VMISC” or ‘LD43” cost pool. l LD43” is used as a residual cost pool 

because LDC 43 includes allied labor-type work at stations and branches. 

Please note, however, that the assignment of tallies to cost pools has no 

impact on the dollar value of the cost pool. For MODS offices, cost 

pools are formed by applying the proportions of MOD System hours to 

Pay Data System costs. The assignment of tallies only impacts the 

distribution key for each cost pool. 
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Response of United States Postal Service Witness Dlegen 
to Interrogatories of Time Warner 

TWNSPS-T12-3. Please refer to Tables 2 and 6 in your testimony. 

a. Does the line for ‘mixed mail’ in Table 6 refer to costs associated with 
mail processing tallies showing IOCS activity codes 530057507 If no, 
please specify the types of tallies and the IOCS activity codes that this 
line represents. 

b. Does the line for ‘other” in Table 6 refer to costs associated with mail 
processing tallies showing IOCS activity codes 6521-65217 If no, please 
specify the types of tallies and the range of IOCS activity codes that this 
line represents. 

c. Please specify the IOCS activity codes that correspond to the costs 
shown for mail subclasses and service categories in Table 6. 

d. Do the various costs in Tables 2 and 6 represent identical sets of IOCS 
activity codes, distributed with the old and new methodologies 
respectively? If they do not represent the same set of lOC!S codes, 
please clarify. 

e. Please provide a breakdown of the estimated costs show in Table 6 by 
MODS, BMC and non-MODS cost pools. In the case of ‘mixed mail” and 
“other” costs, please provide the breakdown both by cost pool and by 

:F IOCS activity codes. 

f. Please provide the information requested in Part E above, as well as the 
information contained in Tables 4 and 5 of your testimony, in the form of 
an Excel, Duattro or Lotus spreadsheet. 

TWNSPS-T12-3. Response: 

a. Yes. Please note that I employed this definition of mixed-mail in Table 6 

so that mixed-mail is defined consistently with Table 2. In ,the cost 

distribution methodology described in my testimony, IOCS Question 21 

information is used to identify mixed-mail tallies. As a result, some 

tallies with mixed-mail activity codes are treated as not-handling-mail in 
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to Interrogatories of Time Warner 

the new methodology, and IOCS costs associated with some mail-related 

activities such as moving empty equipment are distributed as mixed-mail. 

b. The line for ‘other” in Table 6 includes all activity codes assigned to 

tallies in the mail processing cost pools a mail and special services 

codes (0010-4950) and mixed mail codes (5300-5750). Please consult 

the first attachment to the response to TWIUSPS-T12-3 for a list of the 

activity codes. Descriptions of the activity codes may be found in LR-H- 

1. The bulk of the tallies and tally dollars are in activity codes 6521- 

6523, and other activities traditionally associated with mail processing. 

Please see USPS-T-l 2, at 6-7, for a brief discussion of the ‘migration” of 

tallies between components. 
:: 

c. Please consult the second attachment to the response to TW/USPS-T12- 

3. This is derived from the source code to program MOD4DIST, lines 

245-370. in LR-H-146. 

d. The ‘other” category is defined as a residual category in both cases. 

Since the ‘old” and ‘new” methodologies define mail processing 

differently, the activity codes included in mother” in Table 2 of my 

testimony are not the same as in Table A. Neither table incorporates a 
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to. Interrogatories of Time Warner 

redistribution of mixed-mail or ‘other” costs to the subclass,es of mail 

and special services. 

e. Please consult the third attachment to the response to TWAJSPS-T12-3. 

f. The Microsoft Excel spreadsheet tw-3e.xls contains the response to part 

e in electronic form. The Excel spreadsheet tablel-6.xls colntains the 

information from Tables l-6 in my testimony, USPS-T-l 2, in electronic 

form. These are filed in LR-H-219. 



TW-b 
6397 

First attachment. Responx to TW/USPSTI2-3 

‘Not-handling-mail activity codes, definttion from MODlDIR. lines 12-32 
Activity node is based on F262 field 

Activity Code Commenls 
10 Included with special services in Table 6 
50 lnduded with special services in Table 6 
90 Included with special services in Table 6 

5020 
5040 
5050 
5MJo 
5070 
5060 
5090 
5110 
5120 
5130 
5170 
5160 
5610 Included with mixed-mail in Table 6 
5620 lnduded with mixed-mail in Table 6 
5700 lnduded with mixed-mail in Table 6 
5750 Included with mixed-mail in Table 6 
6000 
6010 
6020 
6030 
6040 

+ 6045 
6050 
6070 
6073 
6060 
6110 
6120 
6130 
6140 
6170 
6160 
6200 
6210 
6220 
6230 
6231 
6240 
6270 
6320 
6330 
6420 

Page 1 
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Fiti attachment. Response to TWLJSPST12-3 

‘Not-handling-mail’ activity codes, definition from MODlDIR, lines 12-32 
Adivity code is bawd on F262 field 

Activity Code Comments 
6430 
S460 
6460 
6495 
6500 
6511 
6512 
6514 
6516 
6519 
6521 
6522 
6523 
6570 
6560 
6610 
6620 
6630 
6640 
6650 
6660 

Page 2 



6399 

Second attachment, response to TWNSPS-T12-3 

Assignment of IOCS activity codes to mail subclasses and spaclal services 

Subclass or Spatial Service 

FirstClass 
Letters and Parcels 
Preson Letters and Parcels 
Postal Cards 
Private Mailing Cards 
Presort Cards 

Activity Codes 

x060, x061, x092 
X060. X061, X065. X066, X091, X093 
1000 
1020,1021,1052 
1022,1035,1040,1045.1051,1056 

I 

Priority Mail X160. X165. X170,5302 
Express Mail x110,x111,5303 
Mailgrams 1100 

,,,,,?d Class 
Within County 
n,rtcirln cn,m+u - E)mn,,lmr 

Is - Zone Rate 
Bound Printed Matter 
Special Rate 

I 4400,4405, 
1 4460.4465,4470, 
I xi 

1 Library Rate 
420. X425, X430, X435 

(440 1) 

USPS 
Free for Blind/Handicapped 
International 

X510.5346 
x910. x915, x950,5347 
X7xX, X6xX. 5460,546l 

Note: Class-specific mixed mail codes (53xX-54XX) are included as ‘Mixed Mail’ in USPS-T-12, 
Table 2 and Table 6. 
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0 
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0 
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677 
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439 
l,Ly)9 
6.250 

237 
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2,537 
?a2 

52.m 
355 
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416 

1.585 
4a5 
419 

0 
341 

3.066 
1.008 

59 
0 
0 
0 
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0 0 
153 0 

0 0 
2.767 1.031 

64 ‘0 
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0 
92 

14.3 

53 

4oi 
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99 
130 0 

9.332 
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3,401 

101 
B6n 149 

0 45 
72 145 

1.427 637 
242 162 
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0 0 
0 0 

159 0 
223 44 

49 0 
0 0 
0 0 
0 0 
0 0 

0 0 
373 361 
61 0 
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0 0 
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62 4.762 
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479 416 

9.613 16.396 
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0 643 

73 726 
0 212 
0 0 
0 0 

7.455 3.366 
196 2.333 

23 69 

1.583 

0 

1.500 

0 
0 0 
0 0 
0 0 

40.968 401.956 

MIXed Mall 
5361 
5302 
5303 
5331 
5340 
5341 
5345 
5460 
5461 
5610 
562u 

:: 
Tidal M&d Mail 

0 71 0 0 0 0 0 64 
0 0 25 0 26 166 0 0 
0 0 0 0 0 0 0 0 
0 0 0 0 42 0 0 0 

162 2.177 0 0 165 0 73 1.261 
0 37 0 0 73 0 0 0 
0 0 0 0 0 0 0 0 

65 57 6 0 0 53 76 69 
0 0 0 0 0 0 0 0 

103.303 3,977 233 41 166 6s.362 4.226 55.263 162 0 154 z 732 6% 
569 

5.z 
2,523 1.325 1.=-6 1.632 276 '102 
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other 
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SW 
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2.130 

10,472 
23 

0 
24 

0 
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0 
0 
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0 137 0 6.92’3 215 16 0 
1,243 4.737 61: 65 17,126 3.306 1,525 37,134 
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0 0 0 0 0 
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6.566 
102 
26 

0 
27 
16 
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0 
0 
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Response of United States k%Stal Service Witness Degen 
to Interrogatories of Time Warner 

lW/USPS-T12-4. 

a. Please provide a precise definition of the terms ‘not-handling tallies”, 
‘not-handling-mail costs” and *not handling costs” as the terms are used 
in your testimony and in LR-H-146. In particular, specify the IDCS 
activity codes corresponding to these terms. If there are cases when an 
IOCS activity code may or may not indicate a not-handling tally, please 
explain fully. 

b. If on a tally taken at a MODS office the IOCS activity code is 5610 
(mixed letters) and the MODS number is 175 (manual flats incoming 
secondary), which cost pool will the tally be assigned to? 

c. If on a tally taken at a MODS office the IOCS activity code is 5620 
(mixed flats1 and the MODS number is 060 (manual letters outgoing 
primary), which cost pool will the tally be assigned to? 

d. If on a tally taken at a MODS office the IOCS activity code is 5750 
(mixed all shapes) and the tally dDSS not have a valid MODS number, 
which cost pool will the tally be assigned to? 

e. If on a tally taken at a MODS office the IOCS activity code is 6521 
(breaks, personal needs) and the tally does not have a valid MODS 
numbers, which cost pool will the tally be assigned to? 

TWIUSPS-T12-4. Response: 

a. Please see LR-H-146, at 11-7, for a formal definition of handling and not- 

handling tally categories. Also see the source code to progr,am 

MOD1 DIR, lines 12-32. As employed in the testimony (see IJSPS-T-12, 

at 10) and LR-H-146, the terms ‘not-handling-mail costs” and #not 

handling costs” generally refer to dollar weights of IOCS not-handling 

tallies. The ‘distributed not-handling costs” for a given cost pool are the 

distributed IOCS tally dollars for the not-handling-mail tallies associated 
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with the cost pool and are used to form distribution keys for the cost 

pool dollars. The first attachment to the response to TWIUSPS-Tl2-3 

lists the activity codes observed in tallies classified as not-handling-mail 

under the new methodology. 

b. A tally with MODS number 175 will be assigned to the manual flats cost 

pool. The IOCS activity code is not used to assign tallies to cost 

pools. The 5610 activity code is assigned based on the IOCS Question 

19 response which, as discussed in the response to TW/USPS-T12-2, 

should not have precedence over the MODS operation number. 

c. A tally with MODS number 060 will be assigned to the manual letters 
,? ,i 

cost pool. 

d. The cost pool cannot be determined from the scenario described. When 

no MODS number is associated with a tally, the cost pool assignment is 

based on IOCS Question 19 responses, if possible. See the source code 

to program MOD1 POOL, lines 297001-413001 for details. 

e. Please see the response to part (d), above. 
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TWIUSPS-T12-5. Please describe how information on ‘basic function” and 
facility size (CAG) available on IOCS tallies was used in your new 
methodology for distributing clerk and mailhandler costs. Additionally, 
please respond to the following questions. 

a. In distributing the costs associated with IOCS activity codes 5300-5750 
and 6521-6523 within each MODS cost pool, did you make any use of 
the ‘basic function” data recorded by IOCS clerks? If yes, please 
describe how you used this information. If no, please explain why you 
chose not to use it. 

b. In distributing the costs associated with IOCS activity codes; 5300-5750 
and 6521-6523 within each BMC cost pool, did you make any use of the 
‘basic function” data recorded by IOCS clerks? If yes, pleafse describe 
how you used this information. If no, please explain why you chose not 
to use it. 

c. In distributing the costs associated with IOCS activity codes; 5300-5750 
and 6521-6523 for non-MODS, non-BMC facilities, did you make any use 
of the “basic function” data recorded by IOCS clerks? If ye:s, please 
describe how you used this information. If no, please explain why you 
chose not to use it. 

:*T d. In distributing the costs associated with IOCS activity codes 5300-5750 
and 6521-6523 within each MODS cost pool, did you make any use of 
the facility size (CAG) data recorded by IOCS clerks? If yes, please 
describe how you used this information. If no, please explain why you 
chose not to use it. 

e. In distributing the costs associated with IOCS activity codes. 5300-5750 
and 6521-6523 within each BMC cost pool, did you make any use of the 
facility size (CAG) data recorded by IOCS clerks? If yes, please describe 
how you used this information. If no, please explain why you chose not 
to use it. 

f. In distributing the costs associated with IOCS activity codes, 5300-5750 
and 6521-6523 for non-MODS, non-BMC facilities, did your make any use 
of the facility size (CAG) data recorded by IOCS clerks? If yes, please 
describe how you used this information. If no, please explain why you 
chose not to use it. 
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TWIUSPS-T12-5. Response: 

‘Basic function’ is not used to distribute clerk and mailhandler roosts for 

MODS and BMC facilities. The pool of volume variable costs for the non- 

MODS, non-BMC offices is distributed to basic function using the 

distribution of IOCS mail processing tally dollars, and distribution keys are 

formed by basic function, using the treatment of mixed-mail and not- 

handling-mail tallies described in the testimony. CAG information is not 

used, except to the extent that the tally dollar weights depend ion the tally 

CAG. 

a. No. The basic function information was not used because the MODS 

cost pools provide a better and more detailed breakdown of mail 

processing at MODS facilities for distribution key formation. Please note 

that activity codes 53Xx-54Xx are distributing activity codes for the 

mixed item, mixed container, and not-handling mail steps of the 

distribution key formation process. 

b. No. The basic function information was not used because the BMC co6t 

pools provide a better and more detailed breakdown of mail processing~at 

BMCs for distribution key formation. 
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c. Yes. As explained above and in LR-H-146, non-MODS, non-:BMC mail 

processing cost pools and distribution keys are based on basic function. 

d. Please see the explanation above. The reasons for not using CAG to 

form cost pools directly are the same as for basic function. 

e. Please see the explanation above. 

f. Please see the explanation above. 
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TW/USPS-T12-6. 

a. Please describe the instructions to IOCS data collectors in FY96 for 
recording data on mixed mail items and containers and for application of 
the top piece rule. Please also provide a copy of those instructions and 
explain all differences between the instructions that applied in FY96 and 
those that applied in p/93 and were described in the R94-1 rate case 
(see, e.g. Docket R94-1, USPS-T-4 at 5 and LR-G-12). 

b. What were the costs associated with (1) counted mixed mail items; (2) 
uncounted mixed mail items; and (3) mixed mail containers under your 
new FY96 attribution methodology? 

c. Please describe how your treatment of tallies representing counted mixed 
mail items, uncounted mixed mail items and mixed mail containers differs 
from the treatment that was used in FY93 and described in the R94-1 
rate case, as well as the rationale for making any changes. Additionally, 
please describe any difference between your new method and the 
method applied in the p196 CRA and, if applicable, the rationale behind 
changes made. 

d. Are the costs associated with counted and uncounted mixed mail items 
and mixed mail containers included under the direct costs distributed to 

F s? subclasses and special services in Table 6 of your testimony? If no, 
please specify which portion of the costs for each tally type is included 
under subclass and special service costs and which portion is included 
under mixed mail in Table 6. 

e. Is the distribution of uncounted mixed mail item tallies based on data for 
counted mixed mail items? If no, please describe how the distribution 
was done. 

f. Is the distribution of uncounted mixed mail items performed separately 
within each cost pool, based on counted mixed mail items form the same 
cost pool, or based on counted item data from all cost pools? Please 
explain. 

g. Is the distribution of uncounted mixed mail item tallies base’d on data for 
counted mixed mail items of the same item type only? If no, please 
describe how the distribution was done. 
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h. In LR-H-146, at page 11-3, the last sub-step listed under Step 1 is: 
‘Construct piece shape/item type distribution factors for Step 2, based 
on direct tallies.” Please explain which direct tallies were used for this 
purpose and provide a table, in spreadsheet form, showing ‘the piece 
shape/item type distribution factors that were constructed. Additionally, 
please explain which of these factors were used to distribute uncounted 
mixed mail item tallies and which were used to distribute mixed mail 
container tallies. 

i. Please provide a table, in spreadsheet form, showing the attributed costs 
associated with counted mixed mail items, uncounted mixed mail items 
and mixed mail containers per item and container type and by cost pool. 

j. Please provide a table, in spreadsheet form, showing the attributed costs 
associated with counted mixed mail items, uncounted mixed mail items 
and mixed mail containers per item and container type and by mail 
subclass. 

k. At page 11-3, LR-H-146 says: 

‘Distributing sets consist of records with a mail or special service activity 
code (F262 = 1000-4950, 53Xx-54-Xx, and 0010-0300 for specified 
situations) and distributed sets consist of those without.” 

“r 
Please explain how tallies with activity code 53Xx-54Xx are distributed 
to individual mail subclasses and whether costs corresponding to such 
tallies appear as *direct” oi ‘mixed” costs in Table 6 of your testimony. 

TWIUSPS-T12-6. Response: 

a. The instructions for IOCS Questions 21 and 22, are contained in section 

12 of LR-SSR-12, Docket No. MC96-3. 

b. Please consult LR-H-219, which will be filed shortly. Note that for this 

6420 

analysis, ‘uncounted mixed mail items” includes empty items, since 
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these are treated identically. The analysis of ‘mixed mail containers” is 

of ‘identified” containers. 

c. I am informed that the treatment of counted mixed-mail items, is the 

same in the Fy 1996 CRA as in the base year for the R94-1 rate case. 

The treatment of counted mixed-mail items in BY 1996 is similar to that 

used in N 1996 in the sense that the counted item information is 

combined with identical mail and top piece rule items to form a 

distribution key for the uncounted mixed-mail item dollars. There are a 

number of significant changes introduced in the new methodology. These 

changes are described in my testimony, USPS-T-12, at 9-10, and in LR- 

H-146. The rationale for these changes is that item and container type, 

:r 
cost pool, and data container contents (where available) contain more 

and better information for the mixed-mail distribution than basic function, 

CAG, and the mixed-mail activity codes. 

d. Tallies for counted items are divided into several records corrasponding 

to each of the subclasses of mail observed in the counted item, and 

assigned the appro~priate direct activity codes. These are treated as 

m tallies for compilation of Table 6. Uncounted item and mixed-mail 

container tallies have mixed-mail activity codes and are thus included in 
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the mixed-mail line of Table 6. 

e. Yes. Counted mixed-mail items and other direct item tallies are 

combined to form distribution keys for uncounted mixed-mail item tallies. 

Please see USPS-T-l 2 at 9 (lines 8-11). 

f. Yes. Please see USPS-T-l 2 at 9 (lines 10-13). 

g. Yes. Please see USPS-T-12 at 9 (lines 10-13). 

h. The direct tallies for the shape distribution factors are direct tallies 

handling single pieces of mail, by shape and cost pool. The direct tallies 

*$ 
for the item type distribution factors are tallies for identical mail and top 

piece rule items, plus pro-rated tallies for counted mail items. The item 

type distribution factors are used to distribute both uncounted mixed-mail 

items and pro-rated tally costs of handling items observed in ‘identified” 

mixed-mail containers. The shape distribution factors are used to 

distribute the pro-rated tally costs of handling loose mail in ‘identified” 

mixed-mail containers. Please consult LR-H-219. 

6422 
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i. Please consult LR-H-219. 

j. Please consult LR-H-219. 

k. Tallies with activity code 53Xx-54Xx’ includes some identical mail, top 

piece rule, and counted mixed-mail items, and the portion of uncounted 

mixed-mail item tallies, mixed-mail container tallies, and not-handling 

tallies distributed to those activity codes in the distribution key formation 

process. These are redistributed to the subclasses of mail in the 

MOD4DIST program. Please see the answer to TWNSPS-Tl.Z-3, part c, 

for the direct activity codes associated with each subclass of mail. Also 

see the source code to program MOD4DIST. lines 373-425. In Table 6 
.f 

of my testimony, these costs appear as ‘mixed” costs. 
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TV//USPS-T1 2-7. Please provide a spreadsheet showing the following 
information in tabular form. For each cost pool, and for each ‘basic 
function”, specify the ‘direct’ costs attributed to each subclass and special 
service, consistent with the total ‘direct” costs for each subcla:ss and 
special service in Table 6 of your testimony, as well as all costs summarized 
as ‘mixed” or ‘other’ in Table 6 of your testimony, by IOCS activity code. 

lW/USPS-T12-7. Response: 

Please consult the spreadsheet tw-7.xls, filed in LR-H-219. Ple,ase note that 

the volume variable cost pools cannot be disaggregated by basik function 

using MODS data so this table is an artificial construct in the context of the 

new costing methodology. To obtain volume variable cost pools 

disaggregated by basic function, we used the total IOCS tally dollars by cost 

pool and basic function to distribute the volume variable costs .from Table 4 

p 
of my testimony. 



6425 

Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

TW/USPS-Tl2-8. The MODS cost pools listed in Table 4 of your testimony 
include LDC codes 41-44, 48-49 and 79. Please explain which types of 
operations these codes describe. In particular: 

a. LDC 41 is referred to as ‘Unit Distribution - Automated”. What types of 
units are being distributed, with what kinds of automation and using 
what kinds of sortation schemes? Also please explain why this type of 
operation is specified separately from the other cost pools that denote 
automated distribution such as OCR, BCS, etc. 

b. LDC 42 is referred to as ‘Unit Distribution - Mechanized”. \Nhat types of 
units are being distributed, with what kinds of mechanization and using 
what kinds of sortation schemes? Also please explain why this type of 
operation is specified separately from the other cost pools that denote 
mechanized distribution such as LSM, FSM, etc. 

c. LDC 44 is referred to as ‘Post Office Box Distribution”. Wh#at items are 
distributed to boxes in this operation? Also, please state whether this 
represents all box distribution in MODS offices, or whether (distribution to 
boxes also occurs as part of other cost pools such as manu,al letters and 
manual flats. 

d. Are these LDC functions all part of mail processing? 
s$ 

e. Does each three-digit MODS number correspond to a unique LDC code? 

f. Are there ranges of one or more three-digit MODS numbers for every 
LDC code? 

g. Please provide a table that shows the relationship between (all LDC codes 
and all three-digit MODS numbers used by the Postal Service. 

TWIUSPS-T12-8. Response: 

Please see LR-H-146, l-32 to l-38. The definitions of LDCs are also 

contained in the MODS manual (M-32) and the updates thereto; please see 

LR-H-147. LDC codes 41-43 encompass distribution of mail to carrier route 
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at stations, branches, and associate offices. LDC 41 also includes delivery 

point sequencing. LDC 44 covers distribution of mail to post office box 

sections or to the post office boxes in stations, branches, and associate 

offices. The LDC 48 cost pools include administrative work of Customer 

Services employees, work related to Express Mail and the provis;ion of 

special services, some markup activities, and bulk mail acceptance in 

facilities without a specialized acceptance staff. LDC 49 encompasses non- 

supervisory work in Computerized Forwarding System (CFS) units. LDC 79 

encompasses non-supervisory work in mailing requirements, bulk mail 

acceptance, presort verification, and other revenue protection activities. 

B a. The term ‘unit” refers to the carrier unit in a station, branch, or associate 

office. The MODS codes associated with the LDC 41 cost pool are 

related to automated secondary distribution (i.e., distribution to carrier 

route) and tertiary distribution (delivery point sequencing, DPS). It is my 

understanding that this sortation is performed on the Carrier Sequence 

Barcode Sorter (CSBCSI and that the equipment is primarily (used for 

DPS. See USPS-T-4 at 7 for a description of the CSBCS. The main 

reason to specify this pool separately from the BCS pool is to allow for 

differences in variability and the mail class distribution of delivery point 

barcoded mail being worked in the stations and branches, and barcoded 
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mail worked in the plants. 

b. See (a) above for the meaning of the term ‘unit.’ LDC 42 is mechanized 

distribution of letters and flats to carrier route. The reason to separate 

this pool from the LSM and FSM pool are the same as those given in (a). 

c. LDC 44 includes distribution of letters, flats, IPPs, and parcel post to box 

sections and actual post office boxes in stations, branches, and 

associate offices. Other distribution-related cost pools such1 as manual 

letters, manual flats, BCS, and so on, include MODS codes for sortation 

to box section at plants. 

d. Yes. The borderline case is the LD48-Adm cost pool, but since this pool 

has a variability factor of zero, it does not enter into the distributed 

variable costs for the mail processing cost component. 

e. With respect to clerks and mailhandlers, each MODS code i:s associated 

with a single LDC. Some MODS codes may be assigned to different 

LDCs when the employee is a supervisor. 
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f. Yes, for each non-vacant mail processing LDC code there is a 

corresponding range of MODS codes. 

g. Please see Witness Bradley’s Testimony, USPS-T-l 4, Exhibi~t 14A. 
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TWIUSPS-T12-9. Please refer to your answer to TWIUSPS-T12-6b. 

a. Please explain what you mean by the term ‘identified containers’ and 
describe the IOCS information that identifies these containers. 

b. Are there also tallies for ‘unidentified” containers? If yes, describe the 
IOCS activity codes used for ‘unidentified” containers. Also, please 
provide the costs associated with ‘unidentified” containers by activity 
code and cost pool. 

c. LR-H-219 shows 8358.811 million, $56.720 million and $23.356 million 
in mixed container costs for MODS, BMC, and Non-MODS facilities 
respectively. Do these include any costs of handling empty containers? 
If yes, please identify the portion of these costs, for each type of 
container and facility, that represents empty container handling. 

d. LR-H-219 shows $235.213 million, 637.939 mlllion and $20.647 million 
in uncounted mixed mail item costs for MODS, BMC, and Non-MODS 
facilities respectively. You state that these include empty items. Please 
identify the ponion of these costs, for each type of item and facility, that 
represents empty items. 

e. Spreadsheet TW-3E in LR-H-219 shows $689.331 million, 862.811 
million and $132.182 million in activity code 6523 (empty equipment) 
costs for MODS, BMC, and Non-MODS facilities respectively. Are any of 
these costs distributed as either mixed item or mixed containler costs? If 

z yes, please identify the portion of 6523 costs that are distributed as 
mixed item or container costs respectively, by cost pool. If no, please 
describe the activity codes that in the TW-3E, and TW-7 spreadsheets 
represent empty item and container costs that are distributed with 
uncounted mixed items and containers. 

TWIUSPS-Tl2-9 Response. 

a. ‘Identified containers” are mixed-mail containers for which the data 

collector entered numerical percentages of container volume (cube) 

occupied by shapes of loose mail and/or items In response to IOCS 

question 21d. At least one of the percentages must be a positive 

number. This is determined using IOCS variables F9901-F9919, F9420, 
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and F9421. Please see the source code to program MOD 1 DIR, lines 

136-l 53, LR-H-146. 

b. “Unidentified” containers are containers which do not contain identical 

mail fin which case a direct activity code should be assigned to the tally), 

the contents of which (if any) were not ‘identified” by the data collector 

per my response to part a. Empty containers are included in this set. 

Please see Attachment 1 to this response for the requested tables. 

c. No. I am informed that the referenced LR-H-219 mixed container costs 

are for identified containers only and therefore do not include empty 

equipment costs. 

d. Please see Attachment 2 to this response. 

f 
e. Yes. Please see Attachment 3 to this response. I am info;rmed that 

activity code 6523 can be assigned in two basic ways. The employee 

may be observed handling an item or container which is determined to be 

empty by the data collector. Or, if the employee is not handling a piece 

of mail, an item, or a container, some question 18 responses will cause 

the tally to be assigned activity code 6523 by program AL13040, LR-H- : 

21. 
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!3 96 HtjfrS 1&2 Offices - Volume-Variable Costs for 
Unidentified' containers 

by Activity Codes and cost ~001 

TABLE OF ACTV BY POOL 

ACTV PooL 

Frequency1 bcs/ lexpcess lfsml I lsml lmanf lmanl lmanp lmecparc locr/ lpciorityl 
--------- +--------+--------t--------+--------+--------+--------+--------+--------+--------+--------+ 
5610 I 1291.8 I 0 I 202.76 I 1351.2 I 0 I 2285.1 I 01 0 I 744.46 I 0 I 
---------t--------+--------+-------*--------+-------~+--------+--------+--------+--------+--------, 

5620 I 0 I 0 I 1054.9 I 0 I 718.94 I 0 I 01 0 I 0 I 01 
---------+--------t-------- +--------t--------+--------+--------+--------*--------,--------+--------+ 

5700 I 0 I 0 I 98.236 I 0 I 01 0 I 23.766 I 46.011 l 0 I 41.225 I 
_- _------ +--------+--------+--------+--------+--------+--------+--------+-------- +--------+--------+ 
5750 I 0 I 30.153 I 0 I 0 I 230.69 I 559.65 I 01 01 0 I 242.99 I 
---------+--------+--------+-------+--------+--------+--------+--------+--------+--------+--------+ 

6480 I 01 0 I 01 01 01 01 01 01 01 01 
_-_---a-- +--------+--------+--------+--------*--------+--------+--------+--------+--------t--------+ 

6516 I 01 01 01 01 0 I 0 I 0 I 0 I 0 I 0 I 
-_-____-- .+ --------+--------+--------+--------+--------+--------+--------+--------t--------+--------+ 
6523 1 18274 1 523.02 I 17312 I 5471.2 I 11994 I 11968 I 1776.9 I 571.88 1 4412 I 4179.8 1 
---------+--------+--------+--------+--------+--------+--------+--------+--------+--------+--------+ 

6630 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I ---------+--------+--------+--------t--------+-------- +--------+--------+--------+--------+--t--------+ 
Total 19566.1 553.169 18667.4 6022.41 12943.3 14812.9 1800.66 617.891 5156.42 4463.97 
(continued) 

Total 

14575 

2413.4 

1151.3 

17368 

57.244 

9.7894 

277964 

76.852 

313615 

1 



Attar rt 1 - TWIUSPS-Tl2-9 

TABLE OF ACTV BY POOL 

ACTV POOL 

Frequencylspb~ OthlspbsPriol8usReplylINTL (LD15 ILD41 I LO42 lLD43 ILD44 ILD4E Othl 
---------+--------+--------+--------+--------+--------+--------~--------+--------+--------+--------+ 

5610 I 31.632 I 0 I 0 1 38.337 1 4023.6 I 38.466 I 0 I 2728 I 0 I 13.909 I 
_-------- +--------c--------+--------+-------+--------*--------*--------+--------+--------+--------+ 
5620 I 0 I 0 I 0 I 0 I 0 I 0 I 16.052 I 294.96 I 0 I 0 I 
--------- +--------+--------,--------+--------+--------+--------*--------+--------+--------+--------+ 

5700 1 30.666 I 51.981 I 0 I 75.926 I 0 I 0 I 0 I 0 I 0 I 12.193 I 
---------+-------- +--------+--------+--------+--------+--------~--------+--------+--------+--------+ 
5750 1 288.35 I 72.851 I 73.104 I 25.207 I 2146.7 I 0 I 0 I 491.39 I 40.171 I 0 I 
---------+-------- +--------+--------+--------+--------+--------+--------+--------+--------+--------+ 

6480 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 
--_e----- +--------+-------- +--------+--------+--------+--------+--+--------+--------+--------*--------+ 

6516 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 
---------+--------+--------+--------+--------+--------+--------+-------- +--------+--------+--------+ 

6523 1 4726.1 ,I 1940 1 370.95 I 1525 I 12662 I 166.86 I 0 I 13305 I 979.63 l 499.35 l 
---------+--------+-------- +--------+--------+--------+-------*--------+--------+--------*--------+ 

6630 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 
---------+--------+-------- +--------+--------+--------+--------+--------+--------+--------+--------+ 

Total 5076.76 2064.01 444.054 1664.47 18832.4 227.328 16.0510 16818.9 1019.8 525.357 
(continued) 

Total 

14575 

2413.4 

1151.3 

17368 

57.244 

9.7894 

277964 

76.852 

313615 



AI ,ent 1 - TWIUSPS-T12-9 

FY 96 HODS 162 Offices - Volume-Variable Costs Lor 
Unidentified' Containers 

by Activity Codes and Cost Pool 

TABLE OFACTV BY POOL 

ACTV POOL 

FrequencyILD4B_SSViLD49 ILD79 IRegistrylREWRAP IlBulk pcllCanc:HPP(lEEQMT llMISC IlOPbulk I Total 
-- _------ +--------+--------,--------+--------t---------+--------+--------+-------- +--------+--------+ 

5610 I 9.3118 I 0 I 0 I 0 I 0 I 0 I 482.02 I 0 I 65.658 I SE.484 I 14575 
---------+--------+--------+--------+--------+--------+--------+--------+--------+--------+--------+ 

5620 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 65.658 I 0 I 2413.4 
-_------- +--------+--------+--------+-------+--------+--------+--------+--------+--------+--------+ 

5700 I ,o I 0 I 0 I 0.5245 I 0 I 0 I 0 I 0 I 0 I 76.218 I 1151.3 
__---___- +--------+--------+--------+--------+--------*--------+-------- +--------+--------+--------+ 
5750 0 I 142.49 I 0 I i3.f4e I 0 I 29.526 I 977.93 I 61.926 I 1078.9 I 823.3 I 17368 
---------I--------+--------+--------+--------+--------+--------+-------- +--------+--------+--------+ 
6480 I 0 I 0 I 57.244 I 0 I 0 I 0 I 0 I 0 I 0 I 0 I 57.244 
______--- +--------+--------+--------+--------+---------~--------~--------+--------+--------~--------+ 
6516 I ,o I 0 I 0 I 9.7894 I 0 I 0 I 0 I 0 I 0 I 0 1 9.7894 
---------+--------+--------+-------- ~--------+--------+--------+--------+--------+--------~--------+ 
6523 1 166.24 I 2572.9 1 1360.5 I 432.32 I 167.56 I 399.28 I 7597.8 I 5113.5 I 2249.8 I 16844 I 277964 
---------+--------+-------- +--------+--------+--------+--------+--------+--------+--------+--------+ 
6630 I ,o I 0 I 40.238 I 0 I 0 I 0 I 0 I 0 I 0 I 0 1 76.852 
---------c------~-+-------- +--------+--------+--------+--------+--------+--------+--------+--------+ 
Total 175.556 2715.34 1457.97 455.705 167.555 428.803 9057.79 5175.45 3460 17801.5 313615 
(ContinuedI 

3 



Attach t 1 - IWIUSPS-T12-9 

TABLE OF ACTV BY POOL 

ACTV POOL 

FrequencyIlOPpeeE I1PlatEcmllPOUCHNCllSackS hllSackS ml1SC.W IlSUPPORTl Total 
--------- C--------+--------+--------,-------=-~------~-~--------+--------~ 
5610 I 441.35 I 41.449 I 728.02 I 01 01 0 I 0 I 14575 
-- ------- t--------+--------t--------+--------+---------~--------+--------, 
5620 I 96.395 I 0 I 166.59 I 0 I 01 01 0 I 2413.4 
---------+--------+--------+--------+--------+--------+--------+--------+ 

5700 I 284.1 I 322.01 I 2.7476 I 0 I es.704 I 01 0 I 1151.3 
--------- +--------+--------+--------+-------*--------+--------+--------+ 
5750 I 2011.3 I 5769.5 I 1395.2 I 171.99 I 343.78 I 223.68 l 123.71 I 17368 
--------- +--------+--------+--------+--------+--------+--------~--------+ 
6480 I 01 01 01 01 01 01 0 I 57.244 
__------- +--------+--------+--------+--------+--------+--------*--------+ 

6516 I 01 01 01 01 01 01 0 I 9.7894 
__------- +--------t--------+--------+--------+--------+--------~--------+ 

6523 I 38232 I 54964 I 22961 I 6163.2 I 3238.2 I 2253 I 570.03 I 277964 
---------+--------c--------+--------+--------+--------+--------+--------+ 

6630 I 0 I 01 01 01 0 I 0 I 36.613 I 76.852 
---------+--------+--------+--------+--------+--------+--------+--------+ 

Total 41065.2 61096.7 25253.3 6335.17 3667.69 2476.7 730.351 313615 



Attacl 1 - TWIUSPS-Tl Z-9 

FY 96 BHCS - Volume-Variable Costs far 
Unidentified' Cantainecs 

By actvity code and cost ~001 

TABLE OF ACTV BY POOL 

ACTV POOL 

Frequencylntno IPml lspb I Smn IOthr IPla I Total 
- - - - - - - - - +--------+--------+--------+--------+--------+--------+ 

5610 I 0 I 0 I 0 I 0 I 0 I 28.42 I 28.42 
---------+--------+--------+--------t---------+--------+--------+ 

5100 I 0 I 0 I 109.93 I 0 87.914 I I 0 I 197.84 
-----_--- +--------+--------+--------t---------+--------+--------+ 
5750 I 0 I 0 I 144.46 I 48.569 I 2998.4 I 1628.7 I 4820.1 
-------_- +--------+--------+--------+--------*--------+--------+ 

6523 I 719.57 I 391.81 I 3641.8 I 54.234 I 9948.4 I 6281.9 I 21038 
_-------- +--------+--------+--------+--------+--------+--------+ 
Total 719.574 391.809 3896.19 102.803 13034.7 7939.05 26084.1 

5 



Atta 7t 1 - TWIUSPS-112-9 

FY 96'NONMODS - Volume-Variable Casts for 
Unidentified' Containers 

By Activity and Basic Function 

TABLE OF ACTV BY POOL 

ACTV POOL 

Frequencylincominglautgoinglt~ansit lother I Total 
__----_-- +--------+--------C--------t--------+ 
5610 I 2861.1 I 0 I 01 0 I 2861.1 
---------+--------+--------+--------+---------+ 

5620 I 95fl.51 I 0 I 0 I 0 I 958.51 
____- ---- +--------+--------+--------+--------+ 
5100 I 346.06 I 0 I 0 I 0 I 346.06 
---------+--------+--------+--------+--------+ 
5750 I 2523.9 I 819.73 I 0 I 387.14 I 3730.8 
---------+--------+--------+--------+--------+ 
6523 I 34033 I 11834 I 1075.7 I 4243.5 I 51187 
__-----_- +--------+--------+--------+--------, 
Total 40723 12653.6 1075.71 4630.66 59093 

6 



Attachment 2 - TWIUSPS-T12-9 

PT 96 HODS 162 Offices - Volume-variable Costs for . . 
Unc&nted nixed Mail ttcms (incl. empty) 
and Hsxed Mail 'Identified' containers 

by f9215 

------------------------------------------------------- 1.q THE ITEpj mTy%,y ________________________________________ 

TABLE OF TYPE BY “IXCATG 

TYPE MIXCATG 

Frequencylmx-itemsI Total 
---------+--------+ 
ackB 0 I 1970.6 I 1970.6 
----Z---+-----+ 
sckBw” I 6070.3 I 6070.3 
--------- +--------, 
sckGm I 4536.5 I 4536.5 
-----____ +--------+ 
szkInt I 930.14 I 930.14 
---------+--------+ 
mzk0 Y I 6959.2 I 6959.2 
--:----+-------+ 
sckOth I 2267.7 I 2287.7 
---------+--------+ 
sckwhl I 5526.3 l 5526.3 
---------+--------+ 
sckWW I 10072 l 10072 
---------+--------+ 
sckWh3 I 4973.2 l 4973.2 
--______ - ,--------+ 
tray-F I 43108 I 43106 
----__ -__ +--------, 
tray-L I 78965 I 76965 
---------+--------, 
tray-s I 2588.4 I 2SE8.4 
---------*--------+ 
COKO" I 4149.4 I 4149.4 
----__ ---‘+ ________ + 
Othr I I 6070.1 I 6070.7 
----Y ____ +--------, 
Pallet I 4724.6 I 4724.6 
---------+--------+ 
rota1 162933 182933 

1 



Att- -5ment 2 - TWIUSPS-T12-9 

FY3.$ BIKS - Volume-Variable Casts for 
Counted and uncounted Hixed nail Itcnu (incl.cm,pty) 

md Hixed Flail 'Identified' containers 
by 29215 

TABLE OF TYPE BY I~IXCATG 

TYPE MXCATG 

F’raquency~mx items1 Total 
----- ---- +-----+ 
scknm I 352.05 I 352.05 
---- _---- +--------, 
sckfnt I 12.83 I 12.83 
---------,--------+ 
scko 1 I 31.88 I 31.118 
--z----+-----+ 
sckOth I 133.3s I 133.35 
-----m---+--------+ 
sckWh1 I 4911.6 I 4911.6 
---------+--------+ 
sckNh2 I 2062.7 l 2062.7 
---------+-..------+ 
sckWh3 I 1240.2 I 1240.2 
---------+--------* 
tray-f I 623.44 I 623.44 
---------+--------+ 
tray-l I 392.82 I 392.82 
---------+--------+ 
tray-p I 117.73 I 117.73 
---------+--------+ 
Othr I I 512.26 I 512.26 
----Y----,--------, 
Pallet I 2507.5 I 2507.5 
---------+--------,~ 
Total 12898.4 12898.4 

2 



, . ..“-.mII*CII. L - I ““,“3l-3- I 1 Z-Y 

FY. 96 NONMODS - Volmc-Vafiablc Costs for 
Counted%d Uncounted nixed Flail Items (incl. cqty) 

and nixed nail ‘IdcntlLied’ containers 
by 19215 

TABLE OF TYPE BY #lIXCxIG 

TYPE l4IXCATC 

FrequencyIlnx~itemI Total 
---------+--------+ 
sckB_0 I 88.031 I en.037 
--------- +--------+ 
sckbm I 1223.6 I 1223.6 
---------+--------+ 
sckGrn I 1261.4 I 1261.4 
---------+--------+ 
sck0 Y I 589.94 I 5119.94 
----I---+-------+ 
sckoth I 948.77 I 948.11 
---------+--------+ 
sckWh1 I 1580 I lSE0 
---------+--------+ 
sckWh2 I 2034.1 I 2034.1 
_ - - _ _ - - - - +--------* 
sckWh3 I 2170.4 I 2170.8 
---------+--------+ 
tray-P I 6751.9 I 6751.9 
---------*--------* 
tray-l I 12459 I 12459 
---------+--------+ 
tray-e I 104.98 I 104.98 
---------+--------* 
CcmCc.” I 911.23 I 911.23 
---------*--------+ 
Othr I I 1419.9 I 1419.9 
----r----+-------* 
Pallet I 855.25 I 855.25 

- - _ _ - - _ - + - _ - - - _ - - + 
Total 32399.4 32399.4 

3 



6440 

Attachment 3 - TWNSPS-112.9 
Proportion of Actvity Code 6623 Costs by Cost Pool and Handling Category 

cost Pool 
manl 

Handling Handling Not- 
Item Container Handling Total 

36.6Y% 29.25% 33.65% 100.00% 
manf 24.37% 
manp 13.64% 
mccparc 37.06% 
spbs 0th 26.71% 
spbs Prio 27.90% 
lsml 53.26% 
fsnv 35.64% 
ocrl 40.73% 
bcsl 43.10% 
LD41 37.71% 
LD42 0.00% 
priority 33.32% 
express 41.07% 
Registry 35.34% 
Bus Reply 35.52% 
REWRAP 46.54% 
MAILGRAM 0.00% 
LD46 Exp 100.00% 
LD48-Adm 13.63% 
Lb48 sp sew 15.00% 
LD46 0th 10.31% 
LD49 51.59% 

f LD79 22.63% 
LD44 25.09% 
LD43 la.47% 
IPlatfn 10.67% 
1 OPpref 23.93% 
lOPbulk 23.11% 
iPOUCHING 26.ao% 
1 Sacks-h 12.03% 
lSackS_m 14.93% 
1Bulk pr 41.74% 
1CancMPP 21.14% 
ISCAN 11.49% 
1 EEQMT 27.4a% 
ISUP-ADM 11.40% 
1MlSC 15.24% 
INTL 38.33% 
BMC SSM 93.33% 
BMC Allied 31.36% 
BMC PSM 45.91% 
BMC SPB 49.49% 
BMC NM0 9.92% 
BMC Platform 19.06% 
Non-MODS 26.60% 

42.02% 
56.74% 
43.08% 
45.12% 
39.50% 
21.63% 
31.7a% 
2a.50% 
31.27% 
19.70% 
0.00% 

37.52% 
36.93% 
56.48% 
56.07% 
26.45% 
0.00% 
0.00% 

34.a2% 
42.13% 
36.43% 
45.62% 
52.13% 
22.5a5b 
32.76% 
49.54% 
47.11% 
46.oas 
45.45% 
47.11% 
45.05% 
40.22% 
51.08% 
a&05% 
20.35% 
45.61% 
34.53% 
31.33% 
6.67% 
52.62% 
54.09% 
35.2a% 
65.53% 
47.14% 
42.03% 

33.60% 
29.62% 
1 D.B6% 
2a.i7% 
32.50% 
25.11% 
32.39% 
30.76% 
25.63% 
42.59% 
100.00% 
29.16% 
22.01% 
6.ia% 
6.41% 

27.02% 
100.00% 

0.00% 
51.55% 
42.07% 
53.28% 
2.60% 

25.04% 
52.32% 
4a.m 
3B.7a% 
2a.85% 
30.61% 
27.75% 
4O.L)6% 
40.02% 
la.0455 
27.77% 
34.46% 
62.17% 
42.Ba% 
50.24% 
32.34% 
0.00% 
16.03% 
0.00% 
15.23% 
24.55% 
33.aos 
31.37% 

100.00% 
100.00% 
100.00% 
1 OO:OO% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
100.00% 
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6441 

Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

TWIIJSPS-112-10. Please refer to your answer to TWIIJSPS-T’I 2-6d. You 
state that ‘Uncounted item and mixed mail container tallies have mixed-mail 
activity codes and are thus included in the mixed mail line of Table 6.” 

a. According to Table B-2 in LR-H-1, activity codes 5740 and 5745 
represent ‘Mixed Mail (Handling Single Item)” and ‘Mixed M,ail (Handling 
Container of Multiple items)“. Yet, in the TW-3E and TW-7 spreadsheets 
there are no entries for either of these activity codes. Please explain 
why these activity codes are not used and identify the activity codes 
that are used for uncounted mixed mail items and mixed mail containers 
respectively. 

b. Please provide, in spreadsheet form consistent with the format used in 
spreadsheet TW-7, a breakdown of the uncounted mixed malil item costs 
by activity code, cost pool and basic functions. 

C. Please provide, in spreadsheet form consistent with the format used in 
spreadsheet TW-7. a breakdown of the mixed mail container costs by 
activity code, cost pool and basic function. 

VW/USPS-T1 2-10 Response. 

a. Activity codes’5740 and 5745 do not appear because they are recoded 
,$ 

in program ALB105, LR-H-21. These can be recovered from question 21 

data in the H-23 IOCS file if desired, so no information is lost in the 

recoding. The procedure would be to examine tallies with activity codes 

in the range 5610-5750, assigning activity code 5740 if the value of 

F9214 is in the range ‘A’-‘P’ or activity code 5745 if the value of F9219 

is in the range ‘A’-‘J.’ 

b. Please see Anachment 1 to this response. Please note that the new cost 

distribution methodology uses the item type in variable F921,4 to 

distribute these costs, not the recorded activity code or basic function. 



6442 

Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

c. Please see Attachment 2 to this response. Please note that the 

requested cost breakdown combines costs for both ‘identifiedl” and 

‘unidentified” mixed-mail containers, and that the new cost distribution 

methodology does not use the recorded activity code or basic function to 

distribute these costs. 



’ At& ..mnl 1, Retpans. to TWAISPS-TlZ.10 
FYW IOCS Tally Oolleis (SOOOs) by adlvity code, cost @, a$ basic fundii - Mixed Items 

EWC Adivity Code 

cost Pool Function 5610 5620 57w 5756 6480 0516 6523 6630 Grand Total 
WPbulk ~r%lOW 1.635 1,356 337 6,137 0 0 6.992 0 18.457 

iopprsr 

lBu& pr 

ICenCMPP 

1EEQMT 

IMISC 

1ptalfllIl 

IPOUCHING 

l&ming 
TransH 
Other 

cwv-m 
Incoming 
Transil 
olher 

CwmhKl 
incoming 
Trmnll 
Other 

OUWWl 
IncornIng 
TriWsl 
Other 
oulgoing 
IncomIng 
Transll 
Other 

~rwm 
Incoming 
Transit 
Other 

OwKm 
hlccmirlg 
Transl 
Olher 
OutgoIng 
Incoming 
Transit 
Olhrr 

2.513 
66 

0 
6,649 
6,192 

0 
0 

62 
59 

0 
0 

2.977 
1.215 

0 
54 
63 

0 
0 
0 

809 
137 

0 
0 

2,cIQo 
3.537 

121 
52 

6,244 
4.720 

85 
0 

l,=fJ 
0 
0 

2.205 
1.690 

0 
0 
0 
0 
0 
0 

477 
249 

0 
0 
0 
0 
0 
0 

208 
210 

0 
0 

1.752 
1,377 

180 
0 

2,633 
1.6I30 

0 
0 

389 6,770 
0 273 
0 220 

661 19.639 
066 20.924 

0 259 
0 222 

80 545 
0 288 
0 0 
0 0 

59 9.906 
0 5.853 
0 189 
0 217 

130 540 
0 109 
0 59 
0 722 
0 2.06 1 
0 1.020 
0 92 
0 152 

1.340 64,226 

I.284 So,716 
95 in.636 

175 2.641 
515 16.170 
414 7.616 

0 456 
0 123 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

70 
0 
0 
0 
0 
0, 
0 
0 
0 

68 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

11;902 
176 
619 

22.146 
25.811 

270 
2.063 

526 
179 

0 
66 

6.385 
3.284 

132 
969 

1,912 
I.008 

67 
2.461 
1,102 

682 
0 

700 
29.502 
25.820 

7.388 
12.846 
10.244 

7.540 
140 

1.109 

0 22.835 
0 515 
0 839 
0 51.579 
0 55.682 
0 528 
0 2.305 
0 1,202 
0 527 
0 0 
0 66 
0 21.604 
0 10.631 
0 320 
0 1.240 
0 2.655 
0 1.191 
0 126 
0 3.184 
0 4.250 

136 2.184 
0 92 
0 852 
0 98.911 
4 02,730 

24 la.636 
0 15.714 

57 47.063 
0 22.24 1 
0 682 
0 1,232 
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‘At& .,snt 1, Response to lWhJSPS-TII-10 
FYBB IOCS fatly bdlars (SOOOs) by adhdty cade, cost pool, a+ basic hdon - Mixed Items ..,,.* 

Bask Ac(ivlty Code 

cosl Pool Fundion 5610 5620 5700 5750 6460 6516 6523 
ISackS-h 

6630 
-WW 

Grand Told 
239 117 268 6.279 0 0 4.603 0 13,706 

Incoming 
Transll 
Other 

1 SackS-m OWHU 
lncomlng 
Transit 
Other 

ISCAN omml 
Incoming 
TrUltSll 
Other 

1 SUP-ADM ~Wng 
lnuxnlng 
TIWlSli 
Other 

best ~IMKJ 
lnwmlng 
TlWBil 
Other 

hR@Y ~Pml 
IncomIng 
Trawl 
Other 

em= ~golng 
Incoming 
Trarnil 
Other 

rsmr OMPNI 
lnwmhrg 
Tramil 
Olher 

533 
0 
0 
0 

57 
0 
0 

119 
22 

0 
0 

66 
261 

0 
0 

6.124 
14,332 

0 
0 
0 

63 
0 
0 
0 

52 
0 
0 

310 
396 

0 
0 

245 
0 
0 
0 
0 
0 
0 
6 
0 
0 
0 
0 

142 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

63 
0 
0 
0 

6.4M 
7,776 

0 
0 

606 6,153 
6 1.983 
0 214 

225 1.640 
63 1.360 

0 127 
0 0 

129 4,964 
45 1,094 

0 797 
0 6 

67 605 
0 256 
0 0 
0 70 
0 553 
0 657 
0 0 
0 0 
0 165 
0 576 
0 0 
0 0 

72 716 
0 405 
0 627 
0 157 

97 516 
137 696 

0 0 
0 0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

3;eo3 0 11,340 
739 .O 2.720 

1,210 0 1.424 
2.103 0 3,966 

677 0 2.356 
54 0 101 

332 0 332 
2.391 0 6.710 

298 0 1.460 
21 0 610 

165 0 191 
419 0 1.159 
500 62 1.243 

0 0 0 
51 0 122 

7.102 0 15.659 
12.690 0 27.079 

46 0 46 
63 0 63 

142 0 307 
277 0 916 

0 0 0 
63 0 63 

1,039 0 1.691 
197 0 734 

71 0 696 
0 0 157 

8.759 0 16.087 
6.040 0 17.945 

110 0 110 
196 0 196 
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‘At& mt 1, Response to TVWSPS-Tit10 
FYOB IOCS Tally DoHats ($000~) by adlvily code, cod pool, and padc function - Mixed Items 

#"I 

Bask Adivily Code 
cost Pool Fundkn 5610 5620 5700 5756 6480 6516 6523 6630 Grand Total 
INTI. ovfsml 755 556 740 3,447 0 0 1.673 62 7,241 

LD15 

ID41 

LD42 

ID43 

ID44 

Wll 0th 

lnmmlng 
TransH 
Olher 

QJWWI 
Incoming 
Transit 
Other 

c%vJh3 
Incoming 
TMl.Sil 
Other 

C’@dng 
lncomlng 
TrMsil 
Other 

~kloine 
Incoming 
Transit 
Gther 

lJm@w 
Incoming 
Transil 
Other 

out901n9 
Incoming 
Transli 
Olher 
Outgoing 
Incoming 
Transit 
Other 

67 
23 

0 
465 

41 
0 
0 

50 
589 

0 
0 

81) 
0 
0 
0 

730 
6.675 

0 
62 

0 
229 

0 
0 
0 
0 
0 
0 
0 

519 
0 
0 

0 11 553 
0 0 1,234 
0 0 4 
0 0 145 
0 0 63 
0 0 0 
0 0 0 
0 0 0 
0 0 56 
0 0 0 
0 0 0 

107 0 59 
62 ‘0 0 

0 0 0 
0 0 67 

447 62 3,726 
2,466 2.351 9.001 

0 0 61 
0 0 353 
0 0 96 

95 101 510 
0 0 0 
0 0 0 
0 0 0 
0 0 3 
0 0 0 
0 0 0 
0 0 767 

3cm 163 1.730 
0 0 0 
0 0 0 

0 0 
0 0 
0 0 
0 70 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0, 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

‘198 0 626 
450 0 1.707 

29 0 33 
241 0 920 
187 0 291 

0 0 0 
0 0 0 

09 0 139 
191 0 048 

0 0 0 
0 0 0 
0 0 235 
0 0 62 
0 0 0 
0 0 67 

2.665 0 7.651 
14.333 0 35.045 

149 0 210 
1.043 0 1.456 

97 0 195 
1.997 0 2,032 

0 0 0 
56 0 50 

0 0 0 
0 0 3 
0 0 0 
0 0 0 

364 0 1,151 
2,369 0 5,101 

0 0 0 
452 0 452 
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‘A\. -nmcnt 1, Rasppam. to TWAJSPS-TIZ-10 
PWI IOCS Taily Dollan (S000s) by adivity code, cast pool. ,pF basic,fundlon - Mixed ilems 

Basic Adlvily Code 
cost Pool Fundlon 5610 5620 57w 5750 6460 6516 6523 6630 Grand Total 
ID48 sp Serv oulgohlg 57 0 0 210 0 0 210 0 477 

illcQm~ 0 116 48 4w 0 0 704 0 1,266 
Transit 0 0 0 51 0 0 0 0 51 
Olher 0 0 0 0 0 0 101 0 101 

LD46-Adm CmYJh 117 0 0 111 0 0 400 0 626 
incoming 0 103 0 696 0 0 696 0 1,497 
Transil 0 0 0 0 0 0 0 0 0 
Olher 0 0 0 63 0 0 103 0 166 

ID49 ovtgokrg 0 0 0 1,514 0 0 1.193 0 2.706 
inwmlng 52 0 0 607 0 0 434 0 1.092 
Transil 0 0 0 0 0 0 0 0 0 
Gther 0 0 0 317 0 0 1.376 0 1,695 

LD79 ONKhi 0 0 0 1,145 0 0 662 0 1.607 
Incoming 0 0 0 117 0 0 770 50 945 
Transit 0 0 0 0 0 0 0 0 0 
Other 0 0 0 0 62 0 523 0 605 

lsml outgoing 4.081 0 63 196 0 0 3.414 0 7.736 
lncomlng 2.973 70 0 54 0 0 1.a13 0 4.910 
Transit 0 0 0 0 0 0 0 0 0 
Othet 0 0 0 0 0 0 0 0 0 

manf Oulgoing 105 4.027 0 727 0 0 4.095 0 6,954 
Incal,lhlg 460 10.616 0 954 0 0 10.015 0 22.046 
Transit 4 0 0 0 0 0 0 0 4 
Gther 0 0 0 0 0 0 67 0 67 

manl (mK%i 4.661 169 0 1.147 0 0 5,232 0 11,229 
Incoming 10.326 1,071 115 1,752 0 0 9.626 0 22,894 
Transit 0 0 0 3 0 0 161 0 I84 
Olher 0 0 0 199 0 0 219 0 416 

manp Oulgdng 0 66 533 1,145 0 0 1.719 0 3,465 
lncokiq 0 63 1.507 942 0 0 3.094 0 5.607 
Transii 0 0 0 0 0 0 0 0 0 
Other. 0 0 0 0 0 0 191 0 191 
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' Atta~ &M I, Response to TWAJSPS-Tl2.IO 
FY96 IOCS Tally Doitan (SOOOs) by adivity code. cost pool, and basic tundion - Mixed Hems 

."r* 

Bask Adivitv Code 

co-3 Pool Fundion 
mecpan: ~goiw 

5610 5620 5700 5750 64-80 6516 6523 6630 Grand Total 
0 0 153 192 0 0 529 0 674 

out 

REWRAP 

spb.3 Prio 

BMC-SSM 

lmming 0 
TrarM 0 
Other 0 

Outsolrg 3.Q44 
Immlng 3,017 
Transit 0 
Gther 0 

ovlgalng 66 
Incoming 0 
Transit 0 
Other 0 

~~soine 0 
incoming 0 
Transit 0 
Gther 0 

~kldng 130 
Incoming 0 
TWlsil 0 
Olher 0 

owloing 67 
incoming 72 
Transit 0 
Oiher 0 

0WWi.l 0 
lnwmlng 132 
TrWEit 0 
Oiher 0 

@Jmhl 0 
lnwming 0 
Transit 0 
Olher 0 

0 
0 
0 
0 
0 
0 
0 
0 
3 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

105 
0 
0 
0 
0 

51 
0 
0 
0 
0 
0 
0 

243 
0 
0 
0 
0 
0 
0 

2,276 
493 

0 
0 
4 
0 
0 
0 
0 
0 
0 
0 

307 
246 

61 
0 

447 
66 

0 
0 
0 
0 
0 
0 

59 
0 
0 

245 
289 

0 
61 

4.710 
1,258 

519 
0 

1.601 
1.624 

396 
127 
136 

22 
0 

173 
5.053 
4,663 

0 
63 

2,249 
1,233 

0 
94 

394 
151 

0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 166 0 47* 
0 0 0 0 
0 59 0 59 
0 3,664 0 7.854 
0 2.050 0 5,356 
0 130 0 130 
0 132 0 193 
0 5.574 0 12.625 
0 1.673 0 3,426 
0 121 0 640 
0 2w 0 266 
0 1.413 0 3.216 
0 636 0 2,662 
0 272 0 661 

72 670 0 u77 
0 130 0 396 
0 0 0 22 
0 0 0 0 
0 63 0 236 
0 4.641 0 10.453 
0 5.662 0 10.865 
0 0 0 61 
0 126 0 196 
0 1,291 0 3.907 
0 1.010 0 2,493 
0 3 0 3 
0 0 0 94 
0 55 0 449 
0 0 0 151 
0 0 0 0 
0 0 0 0 
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AL-.ment I, Response to TW/USPS-TII-10 
FYQO IOCS Taliy Dolars (Solos) by adhdty code, cost pool, q$d basic fundion - Mixed Items 

Bask Aclivily Code 

cost Pool Fundlon !%I0 5520 5700 5750 6460 6516 6523 6630 Grand Total 
BMC - Allied Oulgolng 144 40 972 12.234 0 0 9.068 0 23,266 

lnwmlng 
Transit 
Olher 

BMC - PSM ~Ni~W 
Incoming 
Transit 
Gther 

BMC-SPB cwtaha 
inwming 
Transii 
Other 

BMC - NM0 Gulgohrg 
lnwmin9 
Transii 
Other 

BMC - Platfor Oulgoing 
Incoming 
Transil 
Olher 

NW-MODS 0~mw 
l-hi 
Transil 
oihes 

134 
13 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

102 
0 
0 
0 

12.419 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

101 
0 
0 
0 
0 

7.707 
0 
0 

1.336 
93 

0 
396 
516 

0 
0 

54 
0 
0 
0 

755 
531 

0 
0 

54 
97 

0 
0 
0 

2.868 
0 
0 

6.220 
605 
305 

0 
0 
0 
0 

1.630 
794 

0 
0 

435 
231 

0 
0 

9.072 
9,277 
1,266 

355 
0 

31.175 
964 
955 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

7;512 0 17.202 
107 0 616 

1,074 0 1.360 
116 0 514 
320 0 1136 

0 0 0 
0 0 0 

1,466 0 3.360 
1,612 0 2.606 

0 0 0 
0 0 0 

1.731 0 2.921 
948 0 1.709 

0 0 0 
0 0 0 

4,623 0 14.050 
3,396 0 12.874 
1.141 0 2,406 
2.507 0 2,662 

0 0 0 
41,242 0 95.406 

1.304 0 2.266 
5.142 0 6.097 
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Att.,nment 2, Response to TWIUSPS-Tit10 
FYQ6 IOCS Taiiy Ddlan (WJtKls) by adiviiy code, wsi Pool, qd bask fUndiOn - Mixed Containen 

Bask Adivitv Code 

cosl Pool 
IOPbulk 

5610 
1,635 

5820 
1,356 

5700 
337 

5750 6iElO 6516 6523 6630 Grand Total 
6.137 0 0 6.992 0 16.457 

ISuik pr 

1CancMPP 

IEEQMT 

IMISC 

Function 
Outgoing 
incomiq 
Transit 
Cnher 
oulgt4ng 
incoming 
Transtt 
Other 

fmwWl 
incoming 
Transit 
Oiher 

OulsohJ 
lncom~ 
TlWEil 
Other 
ouigoing 
Incoming 
Transit 
Olher 

owmi 
Incoming 
Tmnsn 
Oiher 

~!Phi 
l@ng 
Transit 
Oiher 

1POUCHlNG Outgoing 
incoming 
Transit 
Other 

2.513 
66 

0 
6,649 
6,192 

0 
0 

82 
59 

0 
0 

2,977 
1.245 

0 
54 
63 

0 
0 
0 

009 
137 

0 
0 

2.090 
3,537 

d27 
52 

0.244 
4.720 

65 
0 

1,260 
0 
0 

2,205 
1.690 

0 
0 
0 
0 
0 
0 

477 
249 

0 
0 
0 
0 
0 
0 

208 
210 

0 
0 

1.752 
1.377 

166 
0 

2,633 
1.860 

0 
0 

389 
0 
0 

661 
I336 

0 
0 

66 
0 
0 
0 

59 
0 
0 
0 

136 
0 
0 
0 
0 
0 
0 
0 

1,340 
1.264 

95 
175 
515 
414 

0 
0 
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6.770 
273 
220 

19.639 
20.924 

259 
222 
545 
266 

0 
0 

9.906 
5,653 

169 
217 
540 
169 

59 
722 

2.061 
1.020 

92 
152 

64,226 
50.716 
10.636 

2.641 
16.170 

7.616 
456 
123 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

70 
0 
0 
0 
0 
0 
0 
0 
0 

66 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

11;902 
176 
619 

22.146 
25.011 

270 
2.063 

526 
179 

0 
66 

6.365 
3,264 

132 
969 

1.912 
1.wa 

67 
2,461 
1,102 

662 
0 

700 
29.502 
25.620 

7.366 
12.646 
16.244 
7.540 

140 
1.109 

0 22,635 
0 515 
0 839 
0 51.579 
0 55,662 
0 526 
0 2,305 
0 1,202 
0 527 
0 0 
0 66 
0 21.604 
0 10.631 
0 320 
0 1,240 
0 2,655 
0 1.197 
0 126 
0 3.164 
0 4,250 

136 2.164 
0 92 
0 052 
0 96.911 
4 62,736 

24 16.636 
0 15.714 

57 47,663 
0 22.241 
0 662 
0 1.232 



I 

At nmnt 2, Response to TWAJSPS-TtI-10 
-96 IOCS Taily Dollars ($OOgs) by actlvily code, wst pool, 8nd bask hmdlon - Mixed Conlalners 

.r”-* 

Bask Adlvily Code 

coal Peel Funcilon 5810 5620 57w 5750 6460 6516 6523 6630 Grand Tolal 
ISackS-h cwma 239 117 266 6.279 0 0 4.603 0 13.7W 

1 Sacks-m 

ISCAN 

1 SUP-ADM 

bcsl 

Bus Repty 

-pms 

fSd 

lnwming 
Ti3& 
Other 

~~IPMl 
lncomlng 
Transit 
O(her 

OWJhi 
Incoming 
Trfmsil 
Olher 

OWdng 
lnwmlng 
Trtldt 
Other 
-Kiom 
Incoming 
TIarlSll 
Oiher 

ovfgolng 
incoming 
Transll 
other 

ONwing 
incoming 
Tran& 
oihar 

f-KmcJ 
lnwming 
Transit 
Mher 

533 
0 
0 
0 

57 
0 
0 

119 
22 

0 
0 

60 
261 

0 
0 

8.124 
14.332 

0 
0 
0 

63 
0 
0 
0 

52 
0 
0 

310 
396 

0 
0 

245 
0 
0 
0 
0 
0 
0 
6 
0 
0 
0 
0 

142 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

63 
0 
0 
0 

6.404 
7.776 

0 
0 

606 
6 
0 

225 
63 

0 
0 

129 
45 

0 
0 

67 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

72 
0 
0 
0 

97 
137 

0 
0 

6,153 
1.963 

214 
1.640 
1,360 

127 
0 

4.064 
1,094 

797 
6 

605 
256 

0 
70 

553 
657 

0 
0 

165 
576 

0 
0 

716 
485 
627 
157 
516 
696 

0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

31803 
739 

1,210 
2.103 

677 
54 

332 
2.391 

296 
21 

II95 
419 
500 

0 
51 

7.102 
12,690 

40 
63 

142 
277 

0 
63 

1.039 
197 

71 
0 

6.759 
6.040 

110 
196 

0 11.340 
0 2.720 
0 1,424 
0 3.966 
0 2.356 
0 161 
0 332 
0 6.710 
0 1,460 
0 616 
0 191 
0 1.159 

62 1.243 
0 0 
0 122 
0 15.659 
0 27.879 
0 46 
0 63 
0 307 
0 916 
0 0 
0 63 
0 1.891 
0 734 
0 698 
0 157 
0 16.067 
0 17.04 5 
0 110 
0 196 
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’ Ath ant 2, Response to TWNSPS-TIZ-IO 
FY96 rOCS Tulty DoLn (SllOOs) by adfvlty code, cost p00l, and bask function - Mixed Containers 

.c* 

Cod Pool 
INTL 

Basic 
Fundion 
outgohlg 

5610 5620 
755 556 

5700 
746 

Activity Code 
5750 6460 6516 6523 6630 Grand Tolai 

3,447 0 0 1.673 ,62 7,24 1 

LDIS 

LMI 

LD42 

LD43 

ID44 

LD46 EXP 

I440 0th 

inccming 67 0 11 553 0 0 196 0 626 
Transil 23 0 0 1,234 0 0 450 0 1.707 
Other 0 0 0 4 0 0 29 0 33 
ommci 465 0 0 145 0 70 241 0 920 
Incoming 41 0 0 63 0 0 167 0 291 
TlUlsii 0 0 0 0 0 0 0 0 0 
Other 0 0 0 0 0 0 0 0 0 
ONl?h 50 0 0 0 0 0 69 0 139 
inwmlng 599 0 0 56 0 0 191 0 648 
Tlandl 0 0 0 0 0 0 0 0 0 
Other 0 0 0 0 0 0 0 0 0 
0uigolq 66 107 0 59 0 0 0 0 235 
Incoming 0 62 0 0 0 0 0 0 62 
Transit 0 0 0 0 0 0 0 0 0 
Other 0 0 0 67 0 0 0 0 67 

cwldno 730 447 62 3.728 0 0 2.885 0 7.651 
IncomIng 6,675 2.4MJ 2.351 9.001 0 0 14.333 0 35.045 
Transil 0 0 0 61 0 0 149 0 210 
Olher 62 0 0 353 0 0 1,043 0 I.458 

twine 0 0 0 96 0 0 97 0 195 
Incoming 229 95 101 510 0 0 1.097 0 2.032 
Transll 0 0 0 0 0 0 0 0 0 
Olher 0 0 0 0 0 0 56 0 56 

~!JdwJ 0 0 0 0 0 0 0 0 0 
Inwmlng 0 0 0 3 .O 0 0 0 3 
Transil 0 0 0 0 ,O 0 0 0 0 
Olher 0 0 0 0 0 0 0 0 0 

outsoing 0 0 0 767 0 0 364 0 1,151 
~lnwming 519 300 163 1.730 0 0 2,369 0 5,101 
Transii 0 0 0 0 0 0 0 0 0 
Other 0 0 0 0 0 0 452 0 452 
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’ At& knt 2, Response to TWAISPS-TII-10 
FY96 IOCS Tally Doliars (WJOs) by adlvity code, cost pool, and basic fundbn - Mlxed Containers 

‘ii 

Basic Adlvitv Code 

cosl Pool Function 5610 5620 5700 5750 64-60 6516 6523 6630 Grand Total 
LD46 Sp Serv Outgoing 57 0 0 210 0 0 210 0 477 

LD48-Adm 

ID49 

LDlQ 

lsml 

manf 

Incoming 
Transit 
Other 

~awlng 
incoming 
Tr8ll.M 
Other 

outsfJhl 
Incoming 
Transit 
Oiher 

0WhJ 
hlwmlng 
Transil 
other 

0wMi 
lnwmlng 
Transil 
Other 
Outgoin 
lnwmlng 
Transll 
Other 

-tmll 
Incoming 
Transil 
- . . 
uolf!r 

OMW-!i 
Incoming 
Transit 
Oiher 

0 
0 
0 

117 
0 
0 
0 
0 

52 
0 
0 
0 
0 
0 
0 

4,Oal 
2.973 

0 
0 

195 
460 

4 
0 

4.601 
10.326 

0 
0 
0 
0 
0 
0 

116 
0 
0 
0 

103 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

70 
0 
0 

4.027 
IO.618 

0 
0 

169 
1.071 

0 
0 

66 
63 

0 
0 

40 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

63 
0 
0 
0 
0 
0 
0 
0 
0 

115 
0 
0 

533 
1.507 

0 
0 

400 
51 

0 
111 
698 

0 
a3 

1.514 
607 

0 
317 

1,145 
117 

0 
0 

196 
54 

0 
0 

727 
954 

0 
0 

1.147 
1,752 

3 
199 

1.145 
942 

0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

62 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
6 
0 
0 
0 
0 

0 704 0 1.266 
0 0 0 51 
0 101 0 101 
0 400 0 626 
0 696 0 1.497 
0 0 0 0 
0 103 0 166 
0 1.193 0 2,708 
0 434 0 1.092 
0 0 0 0 
0 1.376 0 1,695 
0 662 0 1.607 
0 770 56 945 
0 0 0 0 
0 523 0 605 
0 3,414 0 7.736 
0 1.613 0 4.910 
0 0 0 0 
0 0 0 0 
0 4.095 0 6.954 
0 10,015 0 22.046 
0 0 0 4 
0 67 0 67 
0 5,232 0 11.229 
0 9.626 0 22,694 
0 tat 0 164 
0 219 0 416 
0 1,719 0 3,465 
0 3.094 0 5.607 
0 0 0 0 
0 191 0 191 
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Amachnnmt 2, Response to TWNSPS-TIZ-IO 
FYSS IGCS Tdty Dcilars (SooOs) Qy edlvity cede. COSI god&d b&c: fundIon - h6ixed Containem 

cosl Pool 
mecpam 

Basic 

Fundlon 
Gutgdng 

Adlvtiy Code 
5610 5620 5700 5750 6460 6516 6523 6630 Grand Total 

0 0 153 192 0 0 529 0 674 
lnwming 0 
Transit 0 
Giber 0 
outgoing 3.944 
inccming 3.017 
Trensii 0 
other 0 

‘Mgohg 66 
Incoming 0 
Transit 0 
Other 0 

owmi 0 

Incoming 0 
Transit 0 
Giber 0 

~going 130 
lnwming 0 
Trsnsii 0 
Gther 0 

f%WKi 67 
inwmlng 72 
Transit 0 
omer 0 

~soiniJ 0 
lnwmlng 132 
Trensii 0 
Other 0 

cwmKl 0 
lnwrning 0 
Transll 0 
Cther 0 

0 
0 
0 
0 
0 
0 
0 
0 
3 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

105 
0 
0 
0 
0 

51 
0 
0 
0 
0 
0 
0 

243 
0 
0 
0 
0 
0 
0 

2.276 
493 

0 
0 
4 
0 
0 
0 
0 
0 
0 
0 

367 
246 

61 
0 

447 
66 

0 
0 
0 
0 
0 
0 

59 0 0 166 0 471 
0 0 0 0 0 0 
0 0 0 59 0 59 

245 0 0 3,664 0 7.654 
289 0 0 2.050 0 5,356 

0 0 0 130 0 130 
61 0 0 132 0 193 

4.710 0 0 5.574 0 12,625 
1,256 0 0 1.673 0 3.426 

519 0 0 121 0 640 
0 0 0 206 0 206 

1 .a01 0 0 1.413 0 3.216 
1 .a24 0 0 a36 0 2.662 

390 0 0 272 0 661 
127 0 72 676 0 077 
136 0 0 130 0 396 
22 0 0 0 0 22 

0 0 0 0 0 0 
173 0 0 63 0 236 

5.053 0 0 4.841 0 10.453 
4.883 0 0 5.662 0 10.665 

0 0 0 0 0 61 
63 0 0 126 0 190 

2,249 0 0 1,291 0 3.907 
1.233 0 0 1,010 0 2,493 

0 0 0 3 0 3 
94 0 0 0 0 94 

394 0 0 55 0 449 
151 0 0 0 0 151 

0 0 0 0 0 0 
0 0 0 0 0 0 
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Atb.,ment 2, Responses to NY/USPS-TIZ-10 
FYQ6 IOCS Tmlty Doltan (SoooS) by adidty code, cost pool. i?p bask lunctbn - Mixed Containers 

Basic Aclivllv Code 

cosl Pool Futilon 5610 5620 57w 5750 6460 6516 6523 6630 Grand Total 
BMC - Alled OutgoIng 144 46 972 12.234 0 0 9.688 0 23,266 

Incoming 134 
Transit 13 
Other 0 

BMC - PSM OwJm 0 
Inwmlng 0 
TV3llSll 0 
Other 0 

BMC - SPB ~eo~na 0 
lncankg 0 
TraIlSIt 0 
Olher 0 

BMC-NM0 Oulrpkro 0 
l~mlno 0 
Transit 0 
oihel 0 

BMC - Plaffor OuIgoing 0 
Incoming 102 
Transit 0 
Other 0 

Non-MODS ONJOiping 0 
l-kg 12,419 
Tmllsi( 0 
Other 0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

101 
0 
0 
0 
0 

7.707 
0 
0 

1,336 
93 

0 
396 
516 

0 
0 

54 
0 
0 
0 

755 
531 

0 
0 

54 
97 

0 
0 
0 

2.866 
0 
0 

61220 
605 
305 

0 
0 
0 
0 

1,636 
794 

0 
0 

435 
231 

0 
0 

9,072 
9.277 
1.266 

355 
0 

31.175 
964 
955 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 7.512 0 17,202 
0 107 0 616 
0 1.074 0 1.380 
0 116 0 514 
0 320 0 836 
0 0 0 0 
0 0 0 0 
0 i ,466 0 3.360 
0 1,612 0 2.608 
0 0 0 0 
0 0 0 0 
0 1.731 0 2.921 
0 948 0 1 *lo9 
0 0 0 0 
0 0 0 0 
0 4.623 0 14.050 
0 3.396 0 12.674 
0 1.141 0 2.408 
0 2.507 0 2.662 
0 0 0 0 
0 41,242 0 95.408 
0 1.3c4 0 233 
0 5.142 0 6.097 
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TWNSPS-T12-11 

a. Please confirm that under the current instructions governing use of the 
‘top piece rule” by IOCS clerks, a direct tally should always nssult when 
an employee is observed handling a bundle. If you do not confirm, 
please describe the conditions under which the top piece rule does not 
apply and the conditions under which a direct tally should not: result 
when an employee is observed handling a mixed mail bundle. 

b. The part of LR-H-219 that responds to TWIUSPS-T12-6b indicates that 
some bundles were recorded as mixed mail items, but no bundles were 
recorded as counted items. Please explain how some bundles were 
recorded as mixed mail items despite the top piece rule, and why none of 
these bundles were counted. 

c. What re the current instructions to IOCS clerks regarding the selection of 
which mixed mail items to count and which not to count. 

d. Are any safeguards in place to assure that IOCS clerks, when , 
encountering employees handling mixed mail items, will not choose to 
count the items with a few pieces and not count items with many 
pieces, thereby introducing a bias in the IOCS results? If yes,, please 
describe these procedures, including written and oral instructions given 
to IOCS clerks, and explain why these safeguards are believed to be 

f sufficient to prevent biased results. 
e. Please confirm that under the current instructions governing use of the 

“top piece rule” by IOCS clerks, a direct tally should always result when 
an employee is observed handling a tray of letters or flats. If you do not 
confirm, please describe the conditions under which the top piece rule 
does not apply and the conditions under which a direct tally should not 
result when an employee is observed handling a mixed mail tray. 

f. The pan of LR-H-219 that responds to TWIUSPS-T12-6b indicates that 
some letter and flats trays were recorded as mixed mall items;, but no 
trays were recorded as counted items. Please explain how some trays 
were recorded as mixed mail items despite the top piece rule, and why 
none of these trays were counted. 

g. Is it possible based on IOCS records, to identify the costs associated 
with “direct items” in LR-H-219 that result from ap.plication tif the top 
piece rule, separately from the costs of items that contained ‘only one 
subclass? If yes, please provide, for each item and facility type, the 
direct item costs that resulted from application of the top piece rule. 
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TWIUSPS-T12-11 Response. 

a. Confirmed, since the bundle should be counted if the top piece rule does 

not apply, assuming that the question 22123124 data is sufficiently 

complete and self-consistent for the purpose of programs AL51040 and 

ALB898, LR-H-21, which assign the activity code. If the data for 

questions 22-24 are missing, incomplete, or inconsistent, a mixed-mail 

activity code may be assigned to the tally. The data could be missing 

because picking up a piece of mail for identification in questions 22 and 

23 would interfere with mail processing flow, dispatching, etc. In such 

cases, it would also be unlikely that the data collector would be able to 

count the item’s contents. 

B b. I am informed that the CODES software prompts data collectors to apply 

the Top Piece Rule to all bundles, letter trays, and flat trays. Please see 

my response to part a for a discussion of how mixed-mail codlss might be 

assigned. Counting applies to items containing nonidentical piieces ~$BQ 

than bundles, letter trays, and flat trays. 

c. The instruction is to count the item if possible. If it would be ‘extremely 

difficult” to count the pieces of mail in the item, the item may be 

considered uncountable. Please see LR-H-49, p. 90-91 for exemples. 

Additionally, as mentioned in my response to part a, the data collector 
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may not be able to count the item if to do so would interfere with the 

mail processing flow or dispatching. 

d. My answer to part c refers to the written instructions provided to data 

collectors. I am not aware of any oral instructions. The “safeguard” 

against data collection technicians taking shortcuts is the statistical 

programs coordinator (SPC) in each district. It is the SPC’s job to 

educate, instruct, and monitor the work of the data collection 

technicians. 

e. Confirmed, subject to the same caveats as In part a. 

f. The case in which the Top Piece Rule does not apply to trays of mail is 

the same as with bundles. Please see my answer to part b. 

$ g. No. Identical mail items, by definition, contain only one subclass, and it 

is also possible to identify counted items in which only one subclass was 

observed. However, it is not possible to determine from IOCS data 

whether Top Piece Rule items containing nonidentical mall contained mail 

of more than one subclass. 
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TWIUSPS-T12-12. 

a. Please describe, in as much detail as possible, the activities engaged in 
by an employee at a manual flats case that lead to a mixed mail item 
tally if the employee is observed by an IOCS clerk. 

b. Please describe, in as much detail as possible, the activitie,s engaged in 
by an employee at a manual flats case that lead to a mixed mail 
container tally if the employee is observed by an IOCS clerk. 

c. Please describe, In as much detail as possible, the activities engaged in 
by an employee at a manual flats case, excluding breaks for personal 
needs, that lead to a ‘not handling” tally if the employee Is observed by 
an IOCS clerk. 

d. Please confirm that a direct tally should always result if an employee at a 
manual flats case is observed sorting flats into the case. If there are any 
exceptions, please describe them. 

e. Please confirm that, with the current instruction to use of the top piece 
rule, a direct tally should always result if an employee at a manual flat 
case is observed sweeping sorted flats from the case. If there are any 
exceptions, please describe them. 

f. Please confirm that, with the current instructions for use of the top piece 
rule, a direct tally should always result if an employee at a manual flats 
case is observed fetching or breaking bundles of flats to be sorted. If 

.d there are any exceptions, please describe them. 
li g. Please confirm that, with the current Instructions for use of the top piece 

rule, a direct tally should always result if an employee at a manual flats 
case is observed fetching or opening a tray of flats to be sorted. If there 
are any exceptions, please describe them. 

h. Please confirm that a direct tally should always result if an employee at a 
~manual flats case is observed fetching or opening a mailer prepared sack 
of periodicals flats to be sorted. If there are any exceptions, please 
describe them. 

TWIUSPS-T12-12 Response. 

a. Although most such observations should land do) result in direct tallies, 

the only prerequisite for a mixed-mail item tally Is that the employee be 

observed handling an item. The possible situations would include the 

actual sortation work, given that the employee has a quantity of mail in 
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the hand at the time of the observation. Exigencies of the mail flow, 

interruptions of the data collection process, and human error In data 

collection or entry could all cause a tally to be missing data so it would 

have to be classified as mixed-mail. Please see my response: to 

TV//USPS-T12-11 parts a and b for discussion of how the mixed-mail 

activity code is assigned. 

b. First, the employee must be observed handling a container of mail. If the 

container contents are not identical mail, a mixed-mail tally will result, 

since neither the top piece rule nor the question 24 counting procedure 

applies. 

c. Under the new methodology, not-handling-mail tallies result whenever 

,y 
,F the employee is observed without mail or a piece of empty equipment in 

the hand, as recorded in questions 20 and 21. The exception is if 

employees are operating, loading, sweeping, or keying mail a!t piece 

sorting machines (BCS, OCR, LSM, FSM, FacerlCanceler), and mail is 

present at the machine, CODES prompts the data collector to pull the 

nearest piece of mail, which is used to answer the mail identiification 

questions. 

d. The situation is comparable to TWIUSPS-112-11 part a, assuming that 

the employee sorting mail into the case has some quantity of mail in the 
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hand. (The quantity of mail in the hand is classified as a ‘buntdIe.“) My 

response to that question applies here as well. 

e. Confirmed, assuming the employee is observed with a quantity of loose 

mail or a single item (tray or bundle) in the hand, and subject to the 

caveats laid out in my response to part a above and to TWIUSPS-T12-11 

parts a and b. 

f. Confirmed if the employee has a single bundle in the hand, and subject 

to the caveats laid out in my response to TW/USPS-T12-11 parts a and 

b. Otherwise not confirmed. If the employee is handling multiiple 

bundles of nonidentical mail, or a container with bundles of nonidentical 

mail, in .which case the observation is of a mixed-mail container (this 

$ category includes multiple items not in a container). 

g. Confirmed if the employee has a single tray in the hand, and subject to 

the caveats laid out in my response to part a above and toTW/USPS- 

T12-11 parts a and b. Not confirmed If the employee is handling 

multiple trays of nonidentical mail, or a container with trays of 

nonidentical mail, in which case the observation is of a mixed-mail 

container. 

h. Confirmed if the employee has a single sack in the hand, the sack is 

observed to contain identical mail or is counted in question 24, and 

subject to the caveats laid out in my response to part a above ;and to 
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TWNSPS-T12-11 parts a and b. If the employee is handling multiple 

sacks of non-identical periodicals or a container with multiple sacks of 

non-identical periodicals, the observation is of a mixed-mail container. If 

the sack is empty having just been dumped, the observation should be of 

an empty sack handling, which receives activity code 6523 in program 

ALB040, but is treated as an uncounted mixed-mall sack observation in 

the new distribution key methodology. IOCS question 20 instructions 

(LR-H-49, p. 85) are that data collectors should m ask employees to 

pick up a piece of mail if they are not already handling mail al: the time of 

the observation. 
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TWIUSPS-Tl2-13. 

a. Please describe, in as much detail as possible, the activities engaged in 
by an employee at a fiat sorting machine (FSM) that lead to a mixed mail 
item tally if the employee is observed by an IOCS clerk. 

b. Please describe, in as much detail as possible, the activities engaged in 
by am employee at an FSM, excluding breaks for personal needs, that 
lead to a mixed mail container tally if the employee is observed by an 
IOCS clerk. 

c. Please describe, in as much detail as possible, the activities engaged in 
by an employee at an FSM, excluding breaks for personal needs, that 
lead to a “not handling” tally if the employee is observed by an IOCS 
clerk. 

d. Please confirm that a direct tally should always result if an employee at 
an FSM is observed feeding or keying flats to be sorted on the machine. 
If there are any exceptions, please describe them. 

e. Please confirm that, with the current instructions for use of the top piece 
rule, a direct tally should always result if an employee at an FSM is 
observed sweeping sorted flats or closing and banding trays ilnto which 
flats have been sorted. If there are any exceptions, please describe 
them. 

,+ f. Please confirm that, with the current instructions for use of the top piece 
rule, a direct tally should always result if an employee at an FSM is 
observed fetching or breaking bundles or trays of flats to be sorted, or 
placing these flats on the ledge from which they will be sorted. If there 
are any exceptions, please describe them. 

g. Please confirm that a direct tally should always result if an employee at 
an FSM is observed fetching or opening a mailer prepared sac:k of 
periodicals flats to be sorted or placing these flats on the ledge from 
which they will be sorted. If there are any exceptions, please describe 
them. 

TWIUSPS-T12-13 Response. 

a. Rule 7 under the Top Piece Rule description (LR-H-49, p. 89) applies if 

the employee is keying, and instructs the data collector to talce the next 

piece of mail from the source of supply. If the employee is feeding flats 

into the FSM, or engaged in other work allied to FSM, the only formal 
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requirement, as in TW/USPS-T12-12 part a, is that the employee be 

observed handling an item. 

b. The situation is the same as in TW/USPS-Tl2-12 part b: it is not possible 

to specify precisely, but the employee must be observed handling a 

container of nonidentical mail. I do not believe that keying labor would 

result in a mixed container’tally, but other FSM labor, and work allied to 

FSM, could lead to such an observation. 

c. The situation is the same as in TW/USPS-Tl2-12 part c. Please see my 

response to that question. 

d. This situation is analogous to TWAJSPS-T12-11 part a, in that the Top 

;: Piece Rule will probably apply to the observation. Confirmed subject to 

the caveats laid out in my response to that question. 

e. The situation is analogous to part d if the employee is observed handling 

a quantity of loose flats or a single bundle or tray, in which case see my 

response to part d. Not confirmed If the employee is observed handling 

multiple trays containing non-identical mail, in which case the 

observation would beg classified as a mixed container tally. 

f. Please see my response to TWAJSPS-T12-12 parts f and g. 

g. Please see my response to TWIUSPS-T12-12 part h. 
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TWIUSPS-Tl2-14. 

a. Please describe, in as much detail as possible, the activities elngaged in 
by an employee at an opening unit that lead to a mixed mail item tally if 
the employee is observed by an IOCS clerk. 

b. Please describe, in as much detail as possible, the activities elngaged in 
by an employee at an opening unit that lead to a mixed mail c:ontalner 
tally if the employee is observed by an IOCS clerk. 

c. Please describe, in as much detail as possible, the activities elngaged in 
by an employee at an opening unit, excluding breaks for personal needs, 
that lead to a ‘not-handling” tally If the employee Is observed by an IOCS 
clerk. 

d. Please confirm that, with the current instructions for use of the top piece 
rule, a direct tally should always be result if en employee at an opening 
unit is observed sorting bundles or individual mall pieces into containers, 
even if the bundles contain mail from more than one subclass. If you do 
not confirm, please explain and describe all exceptions. 

e. Please confirm that, with the current instructions for use of the top piece 
rule, a direct tally should always result if an employee at on opening unit 
is observed handling trays of letters or flats. If there are any exceptions, 
please describe them. 

f. Please confirm that a direct tally should always result if an employee at 
,c 
,; an opening unit is observed bringing a mailer prepared pallet of 

periodicals mail to the opening unit or opening the pallet prior to sorting 
of its contents. If there are any exceptions, please describe them. 

g. Please confirm that a direct tally should always result if an employee at 
an opening unit is observed bringing a mailer prepared sack of periodicals 
mail to the opening unit, opening the sack or dumping its contents on the 
opening belt. If there are any exceptions, please describe them. 

h. Please describe the activity code(s) that will result if an employee at an 
opening unit is observed handling or sorting a sack that has just been 
dumped on the opening belt and that contained periodicals mail. 

i. Please describe the activity code(s) that will result if an employee at an 
opening unit is observed handling or storing a pallet that has just been 
emptied of its contents and that contained periodicals~ mail. 

TWIUSPS-T12-14 Response. 

a. It is not possible to fully specify, however, the employee must be 

observed handling a single item (tray, sack, bundle). For a dizscusslon of 
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the circumstances that might lead to a mixed-mail activity code being 

assigned, please see my response to TWAJSPS-Tl2-11, pa,rts a and b. 

b. It is not possible to fully specify, however, the employee must be 

observed handling a container of non-identical mail, or multiple items 

(trays, sacks, bundles) containing non-identical mail as recorded In 

questions 20 and 21. 

c. It is not possible to fully specify. The situation is the same as in 

TWIUSPS-Tl2-12 part c; please see my response to that question. Note 

that if the employee is observed performing certain functions associated 

with opening unit operations (see the descriptions of MODS operations 

11OC and 180C in Appendix A of LR-H-147, and of IOCS question 18~ in 

LR-H-49, p. 59) but is not handling a piece, item, or container of mail 

(including empty equipment) according to the question 20121 response, 

program ALB040 assigns activity code 5750 to the tally. This tally is 

treated as a not-handling-mail tally in the new distribution key 

methodology. 

d. Please see my response to TWIUSPS-T12-12, part f. 

e. Please see my response to TW/USPS-T12-12, pan g. 

f. Pallets are similar to sacks in that the Top Piece Rule does not apply if 

they do not contain identical mail. Please see my responses, to 

TWIUSPS-T12-12 part h and TWIUSPS-112-11 part c. 
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g. The data collector should record an empty item handling in this situation. 

For a discussion of the resulting activity code, please see my response to 

TWIUSPS-T12-12 part h. 

h. Please see my response to TWIUSPS-T12-9 part e. 

i. Please see my response to part h. 
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TW/USPS-T12-15. In your response to TW/USPS-T7 you state that the 
disaggregation by basic function is an ‘artificial construct” in the context of 
your new costing methodology. Do you by this simply mean that separate 
variability measures have not been developed per basic function within the 
cost pools? If no, please explain what you mean. 

TW/USPS-T12-15 Response. 

Neither cost pools, variability measures, nor distribution keys (the last with a 

partial exception for the non-MODS pool1 were developed by basic function. 

So, disaggregating the cost distribution by basic function in addition to 

activity code, though not an invalid exercise, has no particular meaning as a 

BY 1996 CRA input. The new methodology relies on MODS to create pools 

of costs based on the operation into which employees are clocklid. Further 

partitions of MODS cost pools based on the IOCS basic function need not 

:r be consistent with the clocked-in MODS number. 



6468 

Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner 

TWIUSPS-T12-76. In your response to TWIUSPS-TB you describe LDC 
codes 41-44 as representing distributions done at stations, branches and 
associate offices. 

a. Please confirm that most stations, branches and associate olffices are 
Non-MODS facilities. If not confirmed, please explain. 

b. How many stations, branches and associate offices are MOOS facilities? 
c. Are you referring to work done at the main offices, for stations, branches 

and associate offices, or to work performed at stations, branches and 
associate offices that is captured in the MODS system? Please explain 
fully. 

TWIUSPS-T12-16 Response. 

a. Confirmed for associate offices only. Stations and branches report to 

the same finance number as the main customer service unit. These 

offices do report MODS data through the parent finance number and are 

considered part of the MODS system for our analysis. 

,c b. Please see my response to lW/USPS-T12-17 part c. 

c. The LDC 41-44 work is performed at stations, branches and associate 

offices. 
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TWIUSPS-Tl2-17. Please refer to Attachment 1 to your response to 
OCAIUSPS-Tl2-1 and to witness Moden’s response to TWIUSPS-T4-1. 

a. Your response to OCA indicated a total of 883 MODS offices. Moden’s 
response referred to above states that ‘there are currently 419 MODS 
sites of which 257 are Processing and Distribution Facilities or Centers.” 
Please explain this apparent discrepancy between your answer and that 
of witness Moden. 

b. Please define what you mean by NORPES Offices. 
c. How many of the 883 MODS offices indicated in your response are: (1) 

SCF’s; (2) stations; (3) branches; (4) associate offices; (5) AMF’s; or (6) 
other types of facilities (please identify)? Please provide a list of these 
offices, identified by type of office and by CAG. 

d. How many MODS offices are represented in the cost analysis described 
in your testimony? How many Non-MODS offices? 

e. Your response to OCAIUSPS-T12-1 indicates 376 Non-MODS offices in 
CAG A/B. How many of these offices are SCF‘s? How many are 
Processing and Distribution Facilities or Centers? 

TWIUSPS-T12-17 Response. 

a. Several years ago the Postal Service created separate finance numbers 

for mail processing plants and customer service facilities. These resulted 

in most larger cities having data recorded for two or more finance 

numbers. Witness Moden’s response to TWIUSPS-T4-1 does not appear 

to include the customer service finance numbers separately from the 

associated mall processing plants. There are also some classification 

differences. Witness Moden’s list includes BMCs, which are classified as 

a separate group for the purpose of my testimony. 51 Remote Encoding 

Center finance numbers in the FY 1996 AP 01 Installation Mester File 

(IMF) were inadvertently excluded from the list of 883 MODS finance 
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numbers used to compute Attachment 1 to OCAIUSPS-T12-1 and are 

included in the non-MODS category in that table. Those finance 

numbers should be moved from the non-MODS to the MODS office 

group. Attachment 1 to the response to part c, below, includes the 

RECs (including additional finance numbers not in the FY 199S AP 01 

IMF). The PMPCs in witness Moden’s response are also not classified in 

the MODS group, however I am informed that these finance numbers 

have do not have clerk and mailhandler employees in FY96. 

b. NORPES stands for the National On Rolls and Paid Employee System. A 

‘NORPES office” is a finance number with clerk or mailhandler 

employees according to NORPES. 

5 c. Please see Attachment 1 to this response. The following table identifies 

the finance numbers by type. 

MODS 1 L 2 facilities, FY96, by type 
excludes Remote Encoding Centers 

TYPE Frequency 
________---------- 
AMC 30 
AMF 32 
A0 264 
Dist. Office 84 
P&DC 176 
PCDF 9e 
SCF 43 
VMF 153 
Other 3 
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d. All CAG A-J offices with clerks and/or mailhandler costs are represented 

in the cost analysis described in my testimony. 

e. The majority of the referenced finance numbers represent accounts 

without clerk and mailhandler employees or costs. See Attac:hment 3 to 

OCAIUSPS-T12-1 for the relative clerk and mailhandler compensation 

totals for each office group and CAG. None of the referenced non- 

MODS finance numbers are P&DCs or P&DFs. There are two finance 

numbers classified as SCFs: Jonesboro AK and Pueblo CO. 



MODS 18 Alities, FY96 

on.9 

1 
2 
3 
4 
5 
6 
1 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

NAtIF. 
‘2% 

BXPJ4lNW 
BIPJ4INGHAn P&DC 
BIR"INGNF," VHF 
lUA8Apu CS DISTRICT 
BIRnINCNAH AHF 
Hu?flSVILLe 
HUNTSVILLE P&DF 
HOBILE 
MOBILE WF 
MOBILE P‘DC 
noNTwnERY 
HONTWncRY PCDC 
WKHORRGE 
AWCHORAGE P&DC 
AWHORAGE VHF 
ANCHORAGE CS DISTRICT 
ANCHORAGE AMF 
PHOENlX 
PHOENIX P&DC 
PHOENIX A"C 
PHOENIX “MF 
PHOENIX CS DISTRICT 
TVCSON 
TUCSON P‘CC 
TUCSON VHF 
FAYCTTEVILLE PLDF 
FORT SHIT" 
LITTLE ROCK 
LITTLE ROCK P&DC 
LITTLE ROCK VHF 
ARKRNSAS CS DISTRICT 
ALIlAMBRA/IA PIJENTE VHF 
ALHAMBRA 
INDUSTRI P‘DC 
ONTARIO A”F 
muuiwi 
rwumn PrDF 

39 ShxcPsFIELD 
40 BAKERSFIELD 
,, FRESNO 
42 FRESNO P&DC 
4 3 INGLEWOOD 

CTYPE 

A0 
PDC/PDF 
WF 
Dstr OCc 
AWAF 
A0 
PDC/ PDF 
A0 
V-HP 
PDC/ PDF 
A0 
PDCfPDF 
A0 
PDC/PDF 

Dstr Oft 
AntFLF 
A0 
PM/PDF 
MImF 
V?lF 
D,tZ OfC 
A0 
OK/PDF 
VnF 
PDC/PDF 

AR SCF 
A0 
PDCIPDF 
VnF 
Dlltr Of-2 
VUF 
A0 
POCIPDF 
AWAF 
A0 
PDC/PDF 
A0 

P6DC PDClPDF 
VUF VHF 

*0 
FCC/PDF 
A0 

CFac 

A 
A 
A 
A 
A 
C 
A 
C 
C 
A 
B 
A 
B 
A 
B 
A 
A 
A 
A 
A 
A 
A 
8 
R 
B 
A 
C 
B 
A 
8 
A 
C 
C 
A 
A 
B 
A 
C 
8 
C 
D 
A 
C 
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MODS l&: dies, FY96 

44 FIARINA P&DC 
45 XNGLEUOGD/TOllBBNCE V?lF 
46 MNG BFJKH 
47 LONG BFJiCH P&DC 
48 LONG BEACH VNF 
49 LONG BEACH CS DISTRICT 
50 WORLDWRY ANC 
51 LOS ANGELES CS DISTRICT 
52 LOS ANGELES P&DC 
53 LOS AWGBLES VMF 
54 PIARYSVI LLE 
55 MARYSVXLLE PCDF 
56 NORTH BAY P&DC 
57 NORTH MY 
58 OFmAND 
59 OAKIAND P&DC 
600Ala.ANDvw 
61 0AlURh-D CS DISTRICT 
62 OAKIAND AUF 
63 OXNARD 
64 0X-D PLDF 
65 PASADENA 
66 PASADENA PIDC 
67 REDDING 
68 .5ACRAW3NTO AMP 

CA 

69 SACRAl,EW’,‘O “MF 
70 SACRAtlENTO PO 
71 s*cRAncNT0 PICK 
72 SALINAS 
73 SALINAS PLDF 
74 SAN BERNARDINO 
75 SAN BERNARDINO P&DC 
76 SAN BElWARDINO/REDLANDS VHF 
77 SAN DIEGO 
78 SAN DIEGO VMF 
79 WARGAAET t SELLERS P‘DC 
80 WID”AY PLDF 
91 SAN DIEM CS DISTRICT 
ai swi DiEw3 ive 
83 SAN FRJWCISCO CS DISTRICT 
84 SAN FRANcI.% 
ES SAN FRANCISCO VHF 
86 SAN FWWCISCO PLDC 

GTYPC 

PDC/PDF 
VnF 
A0 
PDC/PDF 
VMF 
Dstr oft 
An&F 
Dlrtr Oft 
PDC/PDF 
V?lF 
A0 
PDC/PDF 
PDWPDF 
A0 
A0 
PDClPDF 
VHF 
Dstr Oft 
An/M 
A0 
PDCIPDF 
A0 
PDC/PDF 
SCF 
AnlAF 
VUF 
A0 
PDC I PDF 
A0 
PDC/PDF 
A0 
PDClPDF 
ww 
A0 
VHF 
PDClPDF 
PDCIPDF 
mtr arc 
A”/AF 
D¶tr Oft 
A0 
VMF 
PDC/PDF 
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MODS lc Aities. FY96 

OBSNAK!?. ‘%‘r 

97 SAN FmNCISCO Ax 
88 SAN JOSE 
89 SAN JOSE P&DC 
90 SAN JOSE VHF 
91 SAN JOSE CS DISTRICT 
92 SANTA ANA 

GTYPF, 

m/Al- 
A0 
PDC/PDF 
VNF 
Dstr Oft 
A0 

93 SANTA ANA P&DC PDClPDF 
94 HUNTNGTN BEACH/SANTA ANA W W 
95 SANTA ANA CS DISTRICT Dstr Oft 
96 SANTA BARBARA A0 
97 SANTA BARBAW4/OXNARD WF Vl4F 
98 SANTA BARBARA PmC PDClPDF 
99 STOCKTON 

100 STOCRTON PiDC 
101 STOCKTON VHF 
102 VAN NUYS 
103 VAN NUTS P&DC 
104 VAN N"YS CS DISTRICT 
105 VAN NUYS VI4F 
106 COLORADO SPRINGS 
107 COLORADO SPRIIaGS VHF 
108 COLORADO SPRINGS P‘DC 
109 DENVER CS DISTRICT 
110 DENVXR VnF 
111 DENVER 
112 DENVER P‘DC 

113 DENVER AMC 
114 GRAND JUNCTION 
115 BRADLBY AHF 
116 BRIDGEPORT 
117 BRIDGEPORT PLDF 
118 NARTFORD 
119 HARTFORD P&DC 

CO 

120 "ARTFORD WF 
121 CONNECTICUT CS DISTRICT 
122 NEW HAVEN 
123 SOUTHERN CONNECTICUT P&DC 
124 NEW MAVEN VHF 
125 STAMFORD 
126 ST,WFORD P&DC 
127 STANFORD VHF 
128 NATERBURY 
129 mTERBURY PbDF 

A0 
PDClPDF 
V?lF 
A0 
PDC/PDF 
D,tr Oft 
VNF 
A0 
WF 
PDClPDF 
Dstr oft 
WlF 
*0 
PDC/PDF 

AWAF 
SCF 
M/AF 
A0 
PDC/PDF 
A0 
PDCIPDF 
VNF 
DJtr Oft 
A0 
PDC/PDF 
\?eF 
A0 
PDC/PDF 
VUF 
A0 
PDC/PDF 

A” 
A 
A 
A 
A 
A 
A 
A 
C 
C 
A 
C 
A 
C 
A 
A 
A 
A 
e 
0 
A 
A 
A 
A 
A 

A 
C 
A 
u 
A 
A 
A 
A 
A 
B 
A 
ii 
c 
A 
u 
c 
A 
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MODS 1, . ,dities, FY96 

o&g - .*5 GTYPE 

130 WILNXNGTON A0 
131 DELAWARE PCDP PDC/PDF 
132 WILMINGTON/NEW CASTLE VHF 
133 NATIONAL POSTAL RUSEUM PJT MK i?i 
134 WASHINGTON 
135 WASHINGTON P&DC 
136 WASHINGTON-NATL AMC 
137 WASHINGTON VHF 
138 CAPITAL CS DISTRICT 
139 U.S. HDUSC OF REPS PO 
140 DAYTONA MACH 
141 DAXTONA P‘DF 
142 FORT LAUDERDALE 
143 FORT LAUDERDALE P&DC 
144 m LAUDERDALE W 
145 FORT “YERS 
146 FORT ItYERS P&DC 
147 FT MYERS W 
148 GAINESVILLE 
149 GAINESVILLE PLDF 
150 JACKSONVILLE 
151 JACKSONVILLE P&DC 
152 JACKSONVILLE VHF 
153 NORTH FLORIDA CS DISTRICT 
154 JACKSONVILLE AHF 
155 LAKELAND 
156 -LAND P&DC 
;:; ~IAN~OTA PLDC 

159 llIPMf P&DC 
160 nIAH1 AHC 
161 MIAMI VNF 
162 SOUTH FLORIDA CS DISTRICT 
163 MD FLORIDA P‘DC 
164 MID FLORIDA CSU 
165 0nLmm 
166 ORLANDO P&DC 
167 ORLANDO VNF 
160 CENTRAL FLORIDA CS DISTRICT 
169 PANARA CITY 
170 Pw CITY PbDF 
17 1 PCNSACOIA 
172 PENSACOtA P&DC 

A0 
PDC/PDF 
All/Al- 
VHF 
D¶tr Oft 
A0 
A0 
PDC/PDF 
A0 
PDC/PDF 
vlw 

PDC/PDF 
V?lF 
A0 
PDC/ PDF 
A0 
PDC/PDF 
VllF 
Dstr Oft 
MiAF 
A0 
PDC/PDF 
PDC/PDF 
A0 
PDCIPDF 
AnlAF 
VNF 
Dstr Oft 
PM/PDF 
AO~ 
A0 
PDC/PDF 
vy?F 
Dstr Oft 
A0 
PDC/PDF 
A0 
PDC/PDF 

CAG 

E 
A 
6 
A 
A 
A 
A 
A 
A 
A 
Ei 
A 
A 
A 
A 
8 
A 
II 
C 
A 
A 
A 
A 
A 
A 
C 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
,A 
A 
C 
A 
C 
A 
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MODS acilities. FY96 

ens NAm ';~i 

173 SAINT PETERSBURG 
174 ST PETERSBURG P&DC 
175 ST PETERSBURG VMF 
176 SOUTH FLORIDA PCDC 
177 TALLAHASSEE 
178 TALLAHASSEE PkDF 
179 TAEFA 
1BD TAMFA P&DC 
181 TAMPA SUPPORT 
102 TAllPA VMP 
103 SUNCOAST CS DISTRICT 
184 NEST PM BEACH 
185 NEST PAX,, BEACH P&DC 
186 NEST PAM BEACH W 
187 ALBANY 
189 ATHENS 
109 ATlANTA POST OFFICE 
190 ATLANTA P&DC 
191 ATLANTA AK 
192 ATlJW-l’A VMF 
193 ATLANTA CS DISTRICT 
194 AT-A W I2 
195 AUGUSTA 
196 AUGUSTA PLDF 
197 coLUm3us 
198 coLUMBus w 
199 NORTH “FTRO P&DC 
200 HACON 

GA 
GA 

201 “ACON P&DC 
202 SOUTH GEORGIA CS DISTRICT 
203 SAVANNAH 
204 SAVANNAH V?dF 
205 SAVANNAH PLDF 
206 HONOLULU 
207 HONOLULU PLDC 
208 HONOLULU VMF 
209 HONOLULU CS DISTRICT 
210 BOISE 
211 BOISE P&DC 
212 BOISE VHF 
213 BOISE RnF 
2 14 POCATELLO 
215 O’HARE Am 

ID 

GTYPE 

A0 
PDC/PDF 
W 
PDC/PDF 
A0 
PDClPDF 
A0 
PDC/PDF 
A0 
W 
Dstr Oft 
A0 
PDClPDF 
VHF 
SCF 
SCF 
A0 
FDC/PDF 
AN&F 
VMF 
D,tr Oft 
V?4F 
A0 
PDC/PDF 
SCF 
VnF 
PDClPDF 
A0 
PDC/PDF 
D,tr Oft 
A0 
WlF 
PDClPDF 
A0 
PDClPDF 
VMF 
DJtr Oft 
A0 
PDClPDF 
VUF 
All/RF 
SCF 
AnlAF 

CAG 

B 
A 
B 
A 
B 
A 
A 
A 
A 
A 
A 
e 
A 
B 
C 
C 
A 
A 
A 
A 
A 
A 
B 
A 
e 
q 
A 
e 
A 
A 
C 
C 
A 
A 
A 
A 
A 
B 
A 
R 
A 
D 
A 
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MODS 18. 

083 NAME .z,,: 1 
216 BLOOMINGTON 
217 BLGGHINGTON P4DF 
219 BUSSE SURFACE DUB 
219 CAROL STRFJW 
220 CAROL STREAK PLDC 

Alities, FV96 

221 N SUBURRAK/CAROL STREAK VMF 
222 CRAHPAIGN 
223 CHARPAIGNVKF 
224 CHAKPAIGN PCDF 
225 CHICAGO VIlP 
226 NORM ILLINOIS CS DISTRICT 
227 CHICAGO CS DISTRICT 
228 SO SUBURBAN FACILITY 
229 SOUTH SUBURBAR P&DC 
230 CHICAGO P&DC 
231 SOUTH SIJBURBAR VMF 
232 CEKTRAL ILLINOIS CS DISTRICT 
233 FOX VALLBY P&DC IL 
234 IRVING PARK ROAD PLDC 
235 PALATINE PLDC 
236 PEORIA 
237 PBORfA P‘DF 
238 PEORIA VKF 
239 QUINCY 
240 QUINCY VHF 
241 ROCKFORD 
242 ROCKFORD P&DC 
243 ROCKFORD w 
244 ROCK ISLAND 
245 ROCK ISLAND PLDF 
246 SPRINGFIELD VHF 
247 SPRINGFIELD 
248 SPRINGFIELD P&DC 
249 BLCWRINGTON IN 
250 EVANSVILLE 
251 EVANSVILLE V?lF 
252 EVANSVILLE PCDF 
253 FOD? WAYNE 
254 FTWAYNE W4F 
255 FORT WAYNE PLDC 
256 GARY VMF 
257 GARY 
258 GARY P&DC 

GTYPE 

A0 
PDWPDF 
PDClPDF 
A0 
PDC/PDF 

A0 
VRF 
PDC/PDF 
VUF 
DStr Oft 
Dstr Oft 
A0 
PDC/PDF 
PDClPDF 
VHF 
Dstr Oft 
PDClPDF 
PDC/PDF 
PDC/PDF 
A0 
PDClPDF 
VIIF 
SCF 
VUF 
A0 
PnC/PDF 
Vt4F 
A0 
PDC/PDF 
VUF 
A0 
PDClPDF 
SCF 
A0 
V?tF 
PnC/PDF 
A0 
VMF 
PDClPDF 
VKF 
A0 
PDC/PnF 

CAG 

B 
A 
A 
B 
A 
A 
C 
C 
A 
A 
A 
A 
C 
A 
A 
A 
A 
A 
A 
A 
I3 
A 
B 
C 
D 
C 
A 
C 
C 
A 
e 
B 
A 
C 
C 
C 
A 
B 
e 
A 
c 
C 
A 
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ens 

259 
260 
261 
262 
263 
264 
265 
266 
267 
268 
269 
270 
271 
272 
273 
274 
272 
276 
277 
278 
279 
280 
281 
282 
283 
2e4 
28s 
286 
287 
288 

mlm .+.z” 

GRBATCR INDlANFi CS DISTRICT 
INDIANAPOLIS V?IF 
INDIAPUPOLIS 
INDIANApOLIS P&DC 
INDIANAPOLIS Awe 
KOKOMO PCDF 
KOKOHO 
LAFAYETTE 
LAYFAYETTE PCDF 
MUNCIE 
HUNCIE PLDF 
SOUTH BEND 
SOUTH BEND P&DC 
SOUTH BEND W 
TERRE HAUTE 
TERRE HAUTE PLDF 
CEDAR RAPIDS 
CEDAR RAPIDS PLDC 
CEDAR RAPIDS VHF 
DES “OINES 
DES MOINES PLDC 
DES MOINES VMF 
HAWKEYE CS DISTRICT 
SIOUX CITY 
SIOUX CITT P‘DF 
WATERLOO 
WATERLOG PLDF 
N”TCHINSON 
l0.NSA.S CITY KS 
KANSAS CITY KS P‘DC 

289 TOPEKA PLDF 
290 TOPEKA 
291 WICHITA 
292 WICHITA P&DC 
293 WICHITA VHF 
294 ASHLAND 
295 ASHLAND PLDP 
296 BOWLING GREEN 
291 BOWLING GREEN PIDF 
298 LEXINGTON 
299 LEXINGTON PIDC 
300 LEXINGTON VHF 
301 LONWN 

KS 

GTYPE 

Dstr Oft 
VHF 
A0 
PDC/PDF 
M/AF 
PDC/PDF 
A0 
A0 
PDC/PDF 
A0 
PDC/PDF 
AD 
PDC/PDF 
VUF 

PDC/PDF 
A0 
PDC/PDF 
VUF 
A0 
PDC/PDF 
VnF 
Dstr Oft 
A0 
PDC/PDF 
A0 
PDC/PDF 
SCF 
A0 
PDC/PDF 
PnClPDF 
A0 
A0 
PDC/PDF 
VMF 
A0 
PDClPDF 
A0 
pDC/PDF 
A0 
PDClPDF 
VHF 
A0 

A 
A 
A 
A 
A 
A 
D 
C 
A 
C 
A 
B 
A 
C 
8 
A 
B 
A 
8 
A 
A 
A 
A 
C 
A 
C 
A 
c 
B 
A 
A 
B 
8 
A 
n 
n 
A 
c 
A 
D 
A 
D 
n 
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302 LONDON PLDF 
303 KYNTIJCKIANA CS DISTRICT 
304 LOUISVILLE 
305 LOUISVILLE P&DC 
306 LOUISVILLE VMF 
307 LOUISVILLE MF 
308 PADUCAH 
309 PADUCAH PLDF 
310 BATON ROUGF. 
311 BATON ROUGE P&DC 
312 BATON ROUGE VW 
313 LAFAYETTE PLOP 
314 LAFAYmTe 
315 LAFAYETTE VHF 
316 NEW ORLEPJIS 
317 NEW ORLeANS P&DC 
310 NEW ORLw(S A)*: 
319 LDUISIANA DISTRICT 
320 NE” ORLeANS VHF 
321 SHRKVEPORT 
322 SHREVEPORT PCDC 
323 SHREVZPORT VHF 
324 BANWR 
325 BANGOR P‘DF 
326 PORTLRND 
327 PORTIAND P&DC 
328 PORTLAND VHF 
329 KAlNe CS DISTRICT 
330 BALTlMORE 
331 BALTIm)Rt P&DC 
332 FIALTIIIORE AMC 
333 BALTIMORE WF 
334 BALTIMORE CS DISTRICT 
335 BALTIMDRE INC HAIL PCDF 
336 BETHeSDA BID 
337 CUmleRLaND ND 
339 EASTOH 
339 EASTON PCDF 340 FREDLniLn --_ -.. 

341 FREDERICK PLDF 
342 HYATTSVILLE tlD 
343 soumietw “ARYLhND 
344 soumefw tm PLDC 

GTYPE 

PDC/PDF 
Dstr Oft 
A0 
PDC/PDF 
VMF 
AH/AF 
A0 
PDC/PDF 
A0 
PDC/PDF 
VflF 
PDC/PDF 
A0 
VflF 
A0 
PDC/PDF 
An/M 
D5t.r Oft 
VHF 
A0 
PDC/PDF 
VUF 
A0 
PDC/PDF 
A0 
PDClPDF 
VHF 
D,tr Oft 
A0 
PDC/PDF 
M/AF 
WlF 
Datr Oft 
PDc/PDF 
A0 
SCF 
A0 
PDC/PDF 
A0 
PDCtPDF 
A0 
A0 
PDc/PflF 

CAG 

A 
A 
A 
A 
A 
A 
c 
A 
I3 
A 
s 
A 
c 
c 
I3 
A 
A 
A 
B 
C 
A 
c 
c 
A 
c 
A 
c 
A 
A 
A 
A 
A 
A 
A 
c 
D 
c 
A 
B 
A 
c 
A 
A 



08.9 

345 
346 
347 
346 
349 
350 
351 
352 
353 
354 
355 
356 
357 
35e 
359 
36,O 
361 
362 
363 
364 
365 
303 
367 
368 
369 
370 
371 
372 
373 
314 
375. 
376 
371 
378 
379 
380 
381 
382 
383 
384 
385 
386 
387 

MODS lt dies, FY96 

NAME 
.‘I 

CAPXTOL HFJGIITS VHF 
SALISEURY nD 
SILVER SPRING nD 
SUBURBAN "ARYLhND 
SUBURBAN MD P&DC 
SUBURBAN/GAITHeRSBURG "MF 
BOSTON CS DISTRICT 
BOSTON VHF 
BOSTON P&DC 
BOSTON AW 
NORTHWEST P&D FACILITY 
BROCXTON 
BROCXTON PCDC 
BUZZARDS BAY 
CAPE COD PLDF 
KANSFIELD PRIORITY AN?JeX 
HIDDLESEX-ESSEX P‘DC 

GTYPE 

VUF 
SCF 
A0 
A0 
PDC/PDF 
VHF 
Dstr Oft 
VHF 
Pm/PDF 
An/AF 
PDClPDF 
A0 
PDClPDF 
A0 
PDClPDF 
PDClPDF 
PDCfPDF 

MpDDLeSeX-CENTRAL CS DISTRICT Dstr Oft 
MIDDLESEX-ESSEX A0 
NORTHERN "ASP FACILITY PDCfPDF 
PITTSFIELD 
SPRINGFIELD 
SPRINGFIELD P&DC 
SPRINGFlELD CS DIST 
SPRINGFIeLD vI(F 
WORCESTER PO 
WJRCesreR P‘DC 
WORCESTER VMF 
DETROIT 
DETROIT P‘DC 
DETROIT MC 
DETROIT CS DISTRICT 
DETROIT WF 
FLINT 

nA SCF 
A0 
PDClPDF 
Datr Oft 
WF 

PDCIPDF 
VnF 
A0 
PDCfPDF 
M/AF 
Dftr OCc 
WlF 
A0 

FLINT P&DC PDClPDF 
GRAND RAPIDS A0 
GRAND RAPIDS P‘DC Pm/PDF 
GREATER MICHIGAN CS DISTRICT Dz,tc O‘c G-~D ~piDS ."-~F -vkkF 
GRAND RAPIDS IWF ANAF 
IRON HDUWTAIN AD 
1RON MOUNTAIN P&DF PDClPDF 
KALRnAzw A0 

CAG 

A 
C 
C 
8 
A 
B 
A 
A 
A 
A 
A 
B 
A 
e 
A 
A 
A 
A 
c 
A 
c 
c 
A 
A 
t? 
B 
A 
B 
A 
A 
A 
A 
A 
c 
A 
B 
A 
A 
R 
A 
E 
A 
c 
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388 KAwcAzou P&Lx 
389 IANSING 
390 LRNSING P&DC 
391 LANSING VHF 
392 ROYAL OAK 
393 ROYAL OAK P&DC 
394 ROYAL OAK CS DISTRICT 
395 ROYAL OAK VMF 
396 SAGINAW 
397 SAGINAW P&DC 
398 SAGINAW VMF 
399 TRRVERSE CITY 
400 TRAVERSE CITY .PCDF 
401 WAYNE 
402 DULUTH 
403 DULUTH P&DF 
104 ,D”tKATO 

?lI 

405 
qO6 
407 
408 
409 
410 
411 
412 
413 
414 
415 
416 
411 
410 
419 
420 
121 
422 
423 
424 
425 
426 
427 
428 
429 
430 

-TO PLDF 
HXNNFAPOLIS 
“nme4FQLIS P&DC 
~IWNEAPOLIS VHF 
NORTHLAND CS DISTRICT 
ROCHESTER 
ROCHESTER P‘DF 
SAINT CLOUD 
SAI”T CLOUD PLDF 
SAIWT PAUL 
SAINT PAUL P&DC 
SAIWT PAUL VMF 
T”IW CITl!?.S A”C 
GULFPORT 
GULFPORT P6DF 
JACKSON 
JACKSON P&DC 
JACKSON WF 
HISSISSIPPI CS DISTRICT 
CAPE GIRARDEAU 
CAPE GIRARDWU P&OF 
COLUMFxIA 
COLUMBIA P‘DF 
KANSAS CITY 
KANSAS CITY “0 P&DC 
KANSAS CITY VIIF 

GTYPE 

PDC/PDF 
A0 
PDClPDF 
WF 
A0 
PDC/PDF 
Dstr Oft 
VUF 
A0 
PDC/PDF 
W4F 
A0 
PDClPDF 
A0 
A0 
PDC/PDF 
A0 
PoCtPDF 
A0 
POC/ PDF 
VHF 
Dstr Oft 
A0 
PDClPDF 
A0 
PDC/PDF 
A0 
PDClPDF 
“IIF 
AntAP 
A0 
PDClPDF 
A0 
PDClPDF 
VnF 
D.~tr Oft 
A0 
PDClPUF 
A0 
PDClPDF 
A0 
PDCfPDF 

CAG 

A 
a 
A 
B 
8 
A 
A 
c 
c 
A 
C 
C 
A 
c 
c 
A 
C 
A 
A 
A 
A 
A 
c 
A 
B 
A 
A 
A 
A 
A 
c 
A 
B 
A 
B 
A 
C 
.A 
c 
A 
A 
A 
A 
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08s NAKE * 

431 KANSAS CITY F&C 
432 HID-AMRRICA CS DISTRICT 
433 ST LOUIS VHF 
434 SAINT LOUIS 
435 ST LOUIS PLDC 
436 ST LOUIS AW 
437 GATEWAY CS DISTRICT 
438 SPRINGFIELD 
439 SPRINGFIELD P&DC 
440 BILLINGS 
441 BILLINGS P&DC 
442 BILLINGS CS DISTRICT 
443 BuTTe 
141 GREAT FALLS 
445 n1ss0uLA 
446 GRAND ISLAND 
447 GRAND ISLAND PSDF 
449 LINCOLN 
449 LINCOLN PbDF 
450 NORFOLK 
451 NORFOLK PLDF 
452 OnAHA 
453~ OnAHA P&DC 
454 OUAHA V?lF 

PIT 
M 

455 CENTRAL PLAINS CS DISTRICT 
456 OtlAHA AllF 
457 LAS VEGAS 
458 LAS VEGA.3 P‘DC 
459 LAS VEGAS Ant 
460 LAS 'JEW CS DISTRICT 
461 LAS VEGAS WW 
462 RENO 
463 RRNO P‘DC 
464 RRNO AMF 
465 HANCHESTER 
466 MAKCMESTER PLDC 
461 HARCHESTER VMF 
460 NEW WWPSHIRE CS DISTRICT 
469 PORTSIIGUTH 
470 PORTSMOUTH PLDF 
471 CALDweLL NJ 
472 CLIFTON NJ 
473 ELIZABETH NJ 

GTYPE 

An/M 
Dstr oft 
VMF 
A0 
PDC/PDF 
AWAF 
Dstr Oft 
A0 
PDWPDF 
A0 
PDC/PDF 
DStr Oft 
SCF 
SCF 
SCF 
A0 
PDC/PDF 
A0 
PDC/PDF 
A0 
PDC/PDF 

PDWPDF 
VNF 
DStr Oft 
AWAF 
A0 
PDClPDF 
AWAF 
DStr Oft 

A0 
PDC/PDF 
AH/AF 
AD 
PDC/PDF 
VHF 
D,tr Oft 
A0 
PDClPDF 
A0 
A0 
A0 

CAG 

A 
A 
A 
A 
A 
A 
A 
c 
A 
c 
A 
A 
D 
C 
c 
c 
A 
A 
A 
D 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
B 
A 
A 
B 
A 
B 
A 
c 
A 
c 
c 
c 
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MODS 

OBS NAME .:q7y 

474 HACKENSACK 
475 BACKENSACK VW 
476 BACKENSACK P&DC 
477 JERSEY CITY 
478 KILKER P4DC 
:-I; gW¶CI&TH P&DC 

491 NEWAAK PCDC 
482 
483 
484 
485 
486 
407 
408 
469 
190 
491 
192 
493 
491 
195 

497 
498 
199 
500 
501 
502 
503 
504 
505 
SO6 
507 
SO8 
509 
510 
511 
512 
513 
514 
515 
516 

, .tities, FY96 

NJ 

NEWARKMK! 
NORTHERJI NJ CS DISTRICT 
NEKXRKW4F 
NEW BRUNSYICK 
NEW BRUNSWICKVKF 
CERTRAL NJ CS DISTRICT 
NO NJ PRIORITY KAIL PRDC CTR 
NORTH JERSEY PHPC 
DOMNICK V DANIELS P‘DC 
N JERSEY/KEARNY VHF 
PATERSON 
PATTERSON VHF 
PATERSON P&DC 
PLAINFIELD NJ 
UJUWAY NJ 
RED BANK 
SO JERSEY 
SO JERSEY P&DC 
SO JERSEY CS DISTRICT 
S JERSEYIBELLMAKR VMF 
SUMMIT 
TRENTON PO 
TREKTON V?tF 
TREMON P4DC 
WEST JERSEY P4DC 
ALBUQUERQUE 
ALBUQUERQUE PLDC 
ALBUQUERQUE V"F 
ALBUQUERQUE CS DISTRICT 
ALILBUQUERQUR AMF 
ALBANY 
ALBANY PLDC 
ALBANY VUF 
ALBAKY cs DISTRICT 
KENNEDY AMC 

GTPPE 

A0 
VMF 
PM/PDF 
A0 
PM/PDF 
PDC/PDF 
A0 
Pm/PDF 
AWAF 
DStr Oft 
WF 
A0 
WlF 
Dstr Oft 
A0 
A0 
PDC/PDF 
WF 
A0 
WIF 
PDClPDF 
A0 
A0 
A0 
A0 
PDCfPDF 
Dstr Oft 
VMF 
A0 
A0 
vnr 
PDC/PDF 
PDClPDF 
A0 
PDC/PDF 
V?tF 
Dstr Oft 
S!AF 
A0 
PDClPDF 
VHF 
Dstr Oft 
AWAF 

CAG 

A 
B 
A 
B 
A 
A 
A 
A 
A 
A 
A 
B 
B 
A 
A 
A 
A 
A 
c 
c 
A 
c 
c 
c 
c 
A 
A 
A 
c 
B 
B 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
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itities. FY96 

08s NANG .~,,.i 

517 HALHAR AJ4F 
518 BINGHAMTON 
519 BING"A"TON PbDF 
520 METRO NY PRIORITY MAIL CTR 
521 BRONX 
522 BRONX P&DC 
523 BROOKLYN PO 
524 BROOKLYN P&DC 
525 BROOKLYN VW’ 
526 BUFFAIX) 
527 BUFFALO P&DC 
528 BUFFALO VHF 
529 NESTERN NY CS 
530 BUFFALO MF 
531 ELWIRA 
532 F.LnIAA PLDF 

DISTRICT 

533 QUlmNS 
534 FLUSHING/CWEENS/JAWUCA WlF 
535 GLENS FALLS NY 
536 
537 
538 
539 
540 
541 
542 
543 
544 
545 
546 
547 
548 
549 
550 
551 
552 
553 
554 
555 
556 
557 
55E 
559 

H1CK9VILLE 
HICKSVILLE VHF 
JAMESTOWN NY 
LAGUARDIA PJ4F 
LONG ISLWD CS DlSTRICT 
IUD-HVDSON P&DC 
MID-ISLAND P&DC 
WESTCHESTER 
NHITE PLAINS V"F 
NEW YORK CS DISTRICT 
NEW YORK VMF 
NYC FKBRGAN PLDC 
JAMES A FMLEY P&DC 
HYC CHURCH ST P&DC 
PLATTSB"RGH 
b;EEiS &DC 
TRIBORO CS DISfRlCT 
ROCHESTER PO 
ROCHESTER P&DC 
RmHE5TER k-NF 
ROCKLA”D PLDF 
STATEN ISLAND 
STATEN ISLAND VW 
STATEN ISLAND P‘DF 

NY 

GTYPE 

AWAF 
A0 
PDC/PDF 
A0 
A0 
PDWPDF 
A0 
PDC/PDF 
VNF 
A0 
PDC/PDF 
VNF 
D3tr Oft 
FWAF 
A0 
PDCIPD? 
A0 
VHF 
SCF 
A0 
VNF 
SCF 
AWAF 
DJtr Oft 
PDClPDF 
PDClPDF 
A0 
VHF 
Dstr oft 
VllF 
PDC/PDF 
PDC/PDF 
PDC/PDF 
SCF 
PDClPDF 
Dstr Oft 
A0 
PDC/PDF 
VHF 
no 
A0 
WIF 
P”C/PDF 

CAG 

A 
C 
A 
A 
B 
A 
A 
A 
A 
A 
A 
A 
A 
A 
C 
A 
B 
B 
C 
B 
B 
D 
A 
A 
A 
A 
C 
C 
A 
A 
A 
A 
A 
” 
A 
A 
A 
A 
A 
A 
D 
El 
A 
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560 
561 
562 
563 
564 
565 
566 
561 

MODS lb ,dities, FY96 

SYRACUSE 
SYRACUSE P&DC 
SYP.ACIlSE VUF 
UTICA 
UTICA PLDF 
WATERTOWN NY 
WESTCHESTER P&DC 
NESTCHESTER CS DISTRICT 

568 WESTERN NASSAU 
569 NESTERN NASSAU P&DC 
570 U NASSAU/GAKDM CITY VHF 
571 WH!mILLE 
572 ASHEVILLE PcDF 
573 CHARLOTTE 
571 CIIAALOTTC P&DC 
575 CHARLOTTE AtlC 
576 MID CAROLINAS CS DISTRICT 
577 CHARLOTTE “Mf 
578 FAYF.TTK”ILLS 
579 FAYETTEWILE P&DC 
580 GREENSBORO 
501 GREENSBORO ,WC 
582 GREENSBORO P‘DC 
583 GREENSBORO vI(F 
584 GREENSBORO CS DISTRICT 
585 HICKORY 
586 HICKORY P‘DF 
587 KINSTON 
SUE KINSTON P‘OF 
589 RALEIGH 
590 RALEIGH P‘DC 
591 RALEIGH AX 
592 ML.CIGtl VNF 
593 ROCKY MOUNT 
594 ROCKY NOUNT PLDF 
595 WI MIINGTON 
596 BISMAKCK 
597 RIStmatCK P&Df 
598 FARGO 
599 FARGO P&DC 
600 WAND FORKS 
601 CIINOT 
602 AKRON 

NC 

ND 
ND 

GTYPE CAG 

A0 
PXfPDF 
VUF 
A0 
PDC/PDF 
SCF 
PDWPDF 
Dstr Oft 
A0 
PDC/PDF 
VnF 
A0 
PDC/PDF 
A0 
PoCf PDF 
AH/m 
mitt OfC 
VNF 
A0 
PDC/PDF 
A0 
AWAF 
POC/PDF 
VUF 
D,tr Oft 
A0 
PDC/PDF 
A0 
PDClPDF 
A0 
PDC/PDF 
AWAF 
VHF 
A0 
PDC/PDF 
A0 
A0 
PDCfPDf 
A0 
PDC/PDF 
SCF 
SCF 
A0 

B 
A 
8 
8 
A 
0 
A 
A 
A 
A 
A 
C 
A 
A 
A 
A 
A 
A 
C 
A 
B 
A 
A 
B 
A 
c 
A 
D 
A 
B 
A 
A 
B 
C 
A 
C 
C 
A 
C 
A 
c 
D 
R 
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MODS acilities, FY96 

089 NAME .+, 

603 AKRON P&DC 
604 AKRON VMF 

GTYPR 

PDCf PDF 
vnf 

605 AKRON CS DISTRICT 
606 CANTON 

Dstr Oft 
A0 

607 CANTON PCDFfPO 
608 CINCINNATI 
609 CINCINNATI P&DC 
610 CINCINNATI WIF 
611 CINCINNATI CS DISTRICT 
612 CINCINNATI ANF 
613 CLEVELJWD CS DISTRICT 
614 CLCW?.LAND 
615 CLEVELAUD V?4F 
616 CLEVELAND P&DC 
611 1 
618 
619 
620 
621 
622 
623 
624 
625 
626 
627 
628 
629 
630 
631 
632 
633 
634 
635 
636 
637 
638 
639 
640 
641 
642 
643 
644 
645 

CLEVELANDAHF 
COLUXBUS 
coLlmBus P&DC 
c0LunBlJ.5 VIlF 
COL"MBUS CS DISTRICT 
COLVnBUS MF 
DAYTON 
DAYTON PLDF 
DAYTON "HF 
DAYTON AMF 
LIUA 
MANSFIGLD 
STEUBENVILLE 
TOLEDO 
TOLEDO PLDF 
TOLEDO VllF 
YCWNGSTOWN 
YO"NGSTOWN VHF 
YOUNGSTOWN PCDFlPO 
ZANESVILLG 
OKIu1OFlA CS DISTRICT 
OKLAHOHA CITY W4f 
OKLANOl4A CITY 
OKLAHOl4A CITY P‘DC 
OKLAHOKA CITY AHF 
TULSA 
TULSA PLDC 
TULSA WF 
TULSA AIIF 

OH 
OH 

OH 

PDCIPDF 
A0 
PDC/PDF 
\R(F 
Dstr Oft 
AWAF 
D3te Oft 
A0 
VUF 
PDC/PDF 
An/AF 
A0 
PDC/PDF 
VHF 
Dstr Oft 
AH&F 
A0 
PDC/PDF 
v?w 
AWAF 
A0 
SCF 
SCF 
A0 
PDClPDF 
W4F 
A0 
V?4F 
PDC/PDF 
SCF 

'D3t.r Oft 
VUF 
A0 
POClPDP 
A"/AF 
A0 
I’DClPDF 
WIF 
AWAF 

CAG 

A 
B 
A 
B 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
B 
A 
A 
A 
C 
C 
D 
B 
A 
B 
c 
C 
A 
D 
A 
A 
A 
A 
A 
A 
A 
A 
A 
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MODS 1. dties, FY96 

08SNAnFd .:,> 

646 EUGENE 
641 EUGENE PCDF 
648 MEDFORD 
649 PORTLAND 
650 PORTLAND PCDC 
651 PORTLAND CS DISTRICT 
652 PORTLAND ANF 
653 SALEH 
654 SALEU Vl4F 
655 SALCH PLDF 
656 ALTOONA 
657 SO"THEASTGRN PA 
658 SODTHEAZTCR” PA P&DC 
659 ERIE 
660 ERIE VNF 
661 ERIE CS DISTRICT 
662 GREENSBURG 
663 HARRISBURG 
664 HARRISBURG P&DC 
665 HARRISB”RG VHF 

OR 

PA 

PA 

666 
667 
668 
669 
670 
671 
612 
673 
614 
615 
676 
671 
678 
619 
680 
681 
682 
683 
684 
685 
686 
687 
698 

HARRISBURG CS DISTRICT 
JOHWSTOWH 
JOHWSTOW” VMF 
JOHNSTOWN P&OF/PO 
REYSTONE PLDF 
LANCASTER CS DISTRICT 
LANCASTER 
LANCASTER P‘OC 
LANCASTER V”F 
LEHIGH VALLEY 
LEHIGH VALLEY P&DC 
NEW CASTLE PLDF/PO 
NEW CASTLE 
PHILADELPHIA CS DISTRICT 
PHILADELPHIA 
PHILADELPHIA AMC 
PHILADELPHIA VMF 
PITTSBURGH CS DISTRICT 
PITTSBURGH 
PITTSBURGH P&DC 
PITTSBURGH AHF 
PITTSBURGH VMF 
READING PLDF 

GTYPE 

A0 
PDC/PDF 
SCF 
A0 
PDClPDF 
Dstr Oft 
AWAF 
A0 
WlP 
PDC/PDF 
SCF 
A0 
PDClPDF 
A0 
VMF 
D3t.t Oft 
SCF 
A0 
PDClPDP 
vnf 
D,tr Oft 
A0 
VMF 
PDC/PDF 
PDC/PDF 
D,tr Oft 
A0 
WC/PDF 
VHF 
A0 
PDCfPDF 
PDC/PDF 
A0 
DStr Oft 
AO, 
nH/AF 
VHF 
nrr 0fc 
A0 
PDC/PDF 
AN/At= 
VMF 
PDC/PDF 

CAG 

B 
A 
C 
A 
A 
A 
A 
B 
B 
A 
B 
B 
A 
C 
C 
A 
C 
A 
A 
A 
h 
C 
C 
A 
A 
A 
A 
A 
A 
C 
A 
n 
D 
A 
A 
A 
* 
A 
n 
A 
n 
A 
n 
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OBS 

689 
690 
691 
692 
693 
694 
695 
696 
697 
698 
699 
700 
701 
702 
703 
704 
705 PROVIDENCE CS DISTRICT Dstr Oft 
706 CKARLESTON A0 
707 CHARLESTON VI4F WF 
708 
709 
710 
711 
112 
713 
714 
715 
716 
717 
718 
719 
120 
721 
722 
723 
124 
725 
726 
727 
728 
729 
730 
731 

MODS 1 dities, FY96 

Nanl$ .+'* GTYPE 

READING A0 
SCRANTON no 
SCRANTON PCDF/W PDCIPDF 
PHILADELPHIA P&DC PDCfPDF 
WIL.KES-BARRE A0 
WILKES-MRRE PCDFlPO PDcf PDF 
WILLIAMSPORT A0 
WILLIAHSPORT P&DFfPO PDcf PDF 
SAN JUAN A0 
SAN JUAN P&DC PDCIPDF 
SAN JUAN VMF VHF 
CARIBBEAN CS DISTRICT Datr Oft 
SAN JVAN MF nn/Af- 
PROVIDENCE A0 
PROVIDENCE P&DC PDCf PDF 
PROW DENCE VHF VUF 

CHARLESTON PLDF 
COLVHBIA 
CdLVHE?IA PCDC 
COLUMBIA WIF 
COLUMBIA CS DISTRICT 
COLUHBIA N4F 
FLORENCE 
FLORENCE P‘DF 
GREW”1 LLF. 
GREWILLE P‘DC 
GREENVILLE VW 
GREENVILLE MF 
CENTRAL DAKOTA PLDF 
RAPID CITY 
RAPID CITY PIDF 
SIDVX FALLS 
SIOUX FALLS P&DC 
SIOUX FALLS VMF 
DAKOTAS CS DISTRICT 
CiU4TTANOOGA 
CHATTANOOGA P&DC 
JACKSON 
JOHNSON CITY 
I(NOxvILLE 

PDC/PDF 
A0 
PDCIPDF 
VHF- 
Dstr Oft 
AHIAF 
*0 
PDCIPOF 
A0 
PDCfPDF 
ww 
NIIAF 
PDCf PDF 
no 
PDCIPDF 
A0 
PDCf PDF 
W4F 
mtr 0fc 
A0 
PDClPDF 
SCF 
SCF 
*0 

TN 
TN 

CAG 

B 
B 
A 
A 
B 
A 
C 
A 
8 
A 
0 
A 
A 
8 
A 
B 
A 
C 
C 
A 
B 
A 
B 
A 
A 
C 
A 
B 
n 
B 
A 
A 
C 
A 
B 
A 
a 
,n 
B 
A 
C 
C 
R 



089 

732 
733 
734 
135 
736 
731 
738 
739 
740 
741 
742 
743 
144 
745 
146 
747 
748 
149 
750 
751 
752 
153 
754 
755 
756 
751 
758 
759 
760 
761 
762 
763 
764 
765 
766 
761 
768 
769 
??O 
771 
772 
773 
774 

MOD! a ,ilities, FY96 

NA?lE 
al.’ 

l'XOWILLE P&DC 
MEMPHIS AHC 
MEWHI. 
REHPHIS P&DC 
HERPHIS WIF 
NASHVILLE 
NASHVILLE P&DC 
NASHVILLE AMC 
NAZHVILLE VMF 
TENNESSEE CS DISTRICT 
SUPPORT ‘ REPAIR FACILITY 
ABILENE TX 
AlmR1LL0 
AUARILLO PLDF 
AUSTIN 
AUSTIN P‘DC 
AUSTIN "MF 
BEAVXONT 
BEAVMONT P‘DF 
CORPUS CHRIST1 
CORPUS CHRIST1 P&DC 
CORPUS CHRISTX V”F 
DALLAS VHF 
DALLAS ARC 
DALw\s 
DALLAS CS DISTRICT 
NORTH TEXAS P&DC 
D- P‘DC 
EL PASO 
EL PASOV?iF 
EL PASO P&DC 
F-P WORTH 
f-I WORTH P&DC 
FT WORTH “MF 
FORT WORTH CS DISTRICT 
NORTH HOUSTON P‘DC 
HOUSTON 
HOUSTON VHF 
HOvSToN PiDc 
HOUSTON A?% 
HOUSTON CS DISTRICT 
INTL ‘ EXPDTD SVC CTR 
LONGVIEW 

GTYPE 

PDC/PDF 
AnfAF 
A0 
PDCf PDF 
WIF 
A0 
PDC/PDF 
AIIIAF 
VHF 
Datr Oft 
PDCIPDF 
SCF 
A0 
PDCIPDF 
A0 
PDC/PDF 
VNF 
A0 
PDCIPDF 
A0 
&DC/PDF 

TX 

vnf 
VHf 
AMfAF 
A0 
llstt OfC 
PDCIPDF 
PDCIPDF 
A0 
VHF 
PDCIPDF 
A0 
PDCfPDF 
VHF 
Dstr Oft 
PDCIPDF 
A0 
VMF 
PDC/PDF 
nfl/liF 
Dstc Oft 
PDCIPDF 
SCf 

CAG 

A 
A 
A 
A 
A 
A 
A 
A 
A’ 
A 
A 
C 
C 
A 
A 
A 
A 
C 
A 
C 
A 
C 
A 
A 
A 
A 
A 
A 
B 
B 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
n 
n 
C 

. 
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MODS 2 Jlities, FY96 

775 LVBBCCK 
776 LUBFJDCK PLDF 
777 UCALLEN 
778 HCRLLEN PcDF 
779 MIDLAND 
780 UYCGAND PLDF 
781 SAN ANTONIO 
782 SAN ANTONIO P‘DC 
783 SAN ANTONIO VNF 
781 SAN ANTONIO CS DISTRICT 
785 SAN ANTONIO MF 
786 TCXARKANA 
787 lvxARKANA VUP 
788 TYLER 
789 TYLER P‘DC 
790 TYLER VMF 
791 1x0 
792 NACO VHF 
193 NACO P‘DF 
791 "ICHITA FALLS TX 
79s PROVO UT 
796 SALT LAKE CITY 
79-I SALT LAlC3 CITY VW 
798 SALT m CITY CS DISTRICT 
799 SALT LARZ CITY P‘DC 
600 SALT IAKE CtTY ANC 
001 BURLINGTON 
802 BURLINGTON PIDF 
903 WllITE RIVER JUNCTION 
804 WHITE RIVER JCT P&DC 
805 BRISTOL VA 
806 CHAIWTTESVILLE 
807 CNARLOTTESVILLE P&DF 
800 DULLES VHF 
809 DIJLLES P&DC 
810 WASHINGTON-DULLES AHC 
811 LYNCHBURG 
812 LYNCHBURG P‘DF 
813 NORFOLK 
814 NORFOLK P&DC 
815 NORFOLK VMF 
816 NORFOLK AMF 
817 HERRIFIELD C/S ‘ CFS 

GTYPE 

A0 
PDC/PDF 
A0 
PDClPDF 
A0 
PDC/POF 
A0 
PDC/PDF 
VUF 
Dstr Oft 
AWAF 
SCF 
VHF 
A0 
PDC/PDF 
VNF 
A0 
WIF 
PDCIPOF 
SCF 
SCF 
A0 
V?lF 
fbtr OfC 
PM/PDF 
AN/AF 
A0 
PDClPDF 
A0 
PDC/PDF 
SCC 
A0 
PDC/PDF 
VUF 
PDC/PDF 
MVAF 
,A0 
PDC/PDF 
A0 
b-DC/PDF 
VHF 
Atl/AF 
A0 

CAG 

C 
A 
C 
A 
C 
A 
A 
A 
A 
A 
A 
C 
c 
C 
A 
c 
c 
c 
A 
C 
c 
A 
A 
A 
A 
A 
B 
A 
E 
A 
c 
c 
A 
A 
A 
A 
A 
A 
0 
A 
B 
A 
R 
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OBS 

eie 
819 
ezo 
021 
822 
823 
624 
825 
826 
827 

MODS dities, FY96 

GTYPC 

RICHnOND 
RICBBOND P‘DC 
RICRHOND A”F 
RICf94OND CS DISTRICT 
RICBBOND VHF 
ROANOKE 
ROANOKE P&DC 

BXRRIFIELD P&DC PDWPDF 
N VIRGINIA/MBRRIFIELD VHF VHF 
NORTHERN VA CS DISTRICT Dstr oft 

A0 
PDCIPDF 
AWAF 
Datr Oft 
VNF 
A0 
PLWPDF 
VMF 

VA SCF 
A0 
PDCfPDF 
A0 
PDCIPDF 
A0 
PDC/PDF 
A0 
PDClPDF 
AWAF 
VUF 
Dstr Oft 

A0 
A0 
A0 
V?lF 
ostc Of.2 
PDCIPDF 
A0 
PDCIPDF 

NA SCF 
WA SCF 

828 ROANOKE W4F 
B29 WINCHESTER 
630 EVERETT 
031 EVERETT PCDF 
832 OLTBPIA 
833 OLTBPIA PLDF 
834 PASCO 
835 PAX0 P&DF 
836 SWTTLE 
637 SEATTLE P&DC 
839 SEATTLE ABC 
839 SEATTLE VHF 
B40 SEATTLE CS DISTRICT 
841 SEATTLB DDC-BAST 
842 SEATTLE DDC - SOUTH 
843 SPOKANE 
844 SPOKANE VNF 
B4S SPOBABE CS DISTRICT 
846 SPOKANE P&DC 
847 TACOMA 
848 TACOMA P&DC 
849 HFaNATCHER 
850 YAKI~U 
851 BLUEFIELD 
852 AFPALACHIAN CS DISTRIf 
853 CHARLESTON 
854 CHARLESTON P&DC 
es; cmi(sBiiRG 
856 CLARRSBURG WIF 
857 CLARRSBURG PCDF 
858 RUNTlNGTON 
059 HURTINGTON PLDF 
860 WHEELING 

NV 
:T 

SCF 
Dstr Oft 
A0 
PDC/PDF 
A0 
V?lF 
PDClPDF 
A0 
PDCIPDF 
SCF 

CAG 

A 
0 
A 
A 
A 
A 
A 
A 
B 
A 
B 
D 
C 
A 
c 
A 
0 
A 
A 
A 
A 
A 
A 

A 
A 
B 
B 
A 
A 
B 
A 
D 
C 
E 
A 
B 
A 
D 
D 
A 
c 
A 
C 
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083 

861 
862 
863 
864 
865 
866 
867 
968 
869 
870 
a71 
872 
873 
(174 
875 
e76 
877 
878 
079 
880 
881 
882 
883 

MODS 1L Aities, FY99 

GTYPE 

WHEELING VMP 
F.AU CLAIRE 
EAIJ CLAIRE PCDF 
GREEN BAY 
GREEN BAY P&DC 
GREEN BAY “HF 
LA CROSSE 
W.DISON 
HADISON P&DC 
MADISON VHF 

VHF 
A0 
PDC/PDF 
A0 
PDC/PDF 
VHF 

NI SCF 
A0 
PDC/PDF 
VUF 

“ILNAUXEE PRIORITY ANNEX PDC/PDF 
HILNAUXEE AO~’ 
?l*LNAvKEE P&DC PDC/PDF 
tlILWAUK!JE AHC AWAF 
?fILWAVKEE VHF VNF 
WILWAWE CS DISTRICT Dxtr Oft 
OSHKOSH A0 
OSKOSH P&DF PDCfPDF 
NAUSAU A0 
WAUSAU P&DF PDC/ PDF 
CASPER NY SCF 
CHEYENNE A0 
CHEYENNE P‘DC PDClPDF 

CAG 

c 
C 
A 
B 
A 
B 
c 
A 
A 
A 
A 
A 
A 
A 
A 
A 
C 
A 
c 
A 
D 
c 
A 
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089 

1 
2 
3 
4 
5 
6 
7 
a 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

MODS L lities, FY96 

BIRMINGNAN RENOTE ENCODING CTR 
GLENDALE RElRJTE ENC CTR 
SHERWOOD REl4OTE ENCODING CTR 
NODESTO RWOTE ENCODING CTR 
SAN BERNARDINO RENOTE ENCOD CT 
SELHA RENOTE ENCOEING CTR 
RIMRSIDE RBNOTE WCODING IZTR 
CHULA VISTA RENOTE ENCODING CT 
NAYWARD REnOTE EN'ZD CTR 
TANPA RMOTE ENCODING CTR 
REMOTE ENCODING cl-R 
RENOTE EHCODING CTR 
PEORIA RENOTF, CNC CTR 
FORT WAYNE RFXOTG ENCODING CTR 
GARY lU?HOTE MC CTR 
DES NOINES PEMOTE ENC CTR 
DAVENPORT REIRSTE ENC CTR 
WICHITA RBNOTB ENCODING CTR 
R”WTE W(CODING CTR 
REMOTE ENCODING CTR 
REMOTB ENCODING CTR 
RALA,lAZW REMOTE ENCD CTR 
DUL"'pH RENOTE ENCDDING CTR 
NASNUA REnOTE ENcODING CTR 
KEARNY RENOTE ENCODING CTR 
PRINCETON RENOTE ENCODING CTR 
ALBANY RENOTE ENCODING CTR 
WESTEM NASSAU REMOTE ENC CTR 
SYRACUSE REMOTE ENCODING CTR 
FISHKILL REMOTE ENCD CTR 
GREENSBORO RElIOTE ENC CTR 
LUNBERTON RFMOTB ENCODING CTR 
FAYEMEVILLE RE"OTC ENC CTR 
AKNO" RBNOTE ENCODING CTR 
DAYTON RIXOTE ENCODING CTR 
TULSA REWOTE CNCODING CENTER 
OREGON REHUTE ENCODlNG CTR 
LEHIGH V-LY REMOTE ENC CTR 

39 PITTSBURGH REMOTE ENC CTR 
40 RENOTE ENCODING CTR 
41 CHARLESTON REMOTE ENC CTR 
42 CHATTANWGA REl4OTE ENCODING CT 

CAG 

A 
n 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
n 
A 
A 
* 
* 
A 
n 
.A 
A 
A 
A 
A 
A 
A 
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MODS. 4 .Wies, FY96 

089 NXdf' 

43 KNOXVILLE REMOTE ENC CTR 
44 ANTIOCH REMOTE ENCODfNG CENTER 
45 ABILENE REMOTE ENCODING CTR 
46 BEAIJNONT REMOTE ENCODING CTR 
47 WIEDO REUOTE ENCODING CTR 
48 PlCAtLEN REKrlZ ENCODING CTR 
49 SALT LAKE CITY FUZNDTG ENC CTR 
SO LYNCHBURG REMOTE ENC CTR 
51 NEWPORT NEWS RR"GTC ENC CTR 
52 SALEn RF.NDTE ENCODING CTR 
53 WARLESTON REMOTE ENCODING CTR 
54 FALLING WATERS REMDTE BNCOD CT 

CRC 

A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
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TWNSPS-T12-18. Table T12-18, attached to this interrogatory, presents a 
breakdown of the mail processing costs attributed by your costing method. 
The first three columns show cost group number, short name and variability 
factor, as given in Table 4 of your testimony. The remaining columns break 
down the attributed costs within each cost group by major groupings of 
activity codes, based on the data you submitted in spreadsheet TW-3e, as 
pan of your response to TWIUSPS-Tl2-3e. The activity code 9roups used 
are: (1) direct (codes 0010-4950); (2) mixed mail (codes 5300-5750); (3) 
breaks/personal needs (code 6521); (4) clocking in/out (code 6522); (5) 
empty equipment (code 6523); and (6) all other (codes 5020-5’180, 6000- 
651 9 and 6570-6660). 

a. Please confirm that the data in table T12-18 are consistent with your 
testimony. If you cannot confirm, please provide the necessary 
corrections and explain why they are necessary. 

b. Please confirm that if for a given cost group with non-zero variability and 
a given set of activity codes one divides the volume variable costs by the 
group variability factor, one gets the total mail processing tally costs 
corresponding to the given cost group and set of activity codes. If you 
cannot confirm, please explain. 

c. Please confirm that if one divides the mixed mail costs for each group in 
Table T12-18 with the corresponding variability factor, for aI!1 groups 
with non-zero variability, and then adds up the results, one gets total 

,f mixed mail tally costs equal to $2.839.462 million. Please also confirm 
that in the LlOCAlT output used for the FY96 CRA report the total 
mixed mail costs for segment 3 (including some non-mail processing 
costs) are only $2.670.726 million. Additionally, please explain why 
your method seems to lead to higher costs for activity codes; 5300-5750, 
even though it presumably is based on the same raw IOCS tallies as 
those used in the FY96 CRA. In particular, please identify cases where 
some tallies may have been assigned mixed mail activity codes under one 
method but not under the other, and any differences in the weighting of 
individual tallies that may have contributed to this apparent discrepancy. 

d. Please provide an activity code breakdown of the 6148.358 million non- 
variable costs that your Table 4 associates with cost group 36 (LD48 
Adm). 

e. Please confirm that if one divides the ‘all other” costs for each group in 
Table T12-18 with the corresponding variability factor, for all groups 
with non-zero variability, and then adds up the results, one gets total ‘all 
other” tally costs equal to $1,130.957 million. Please also confirm that 
in the LIOCAlT output used for the FY96 CRA report the costs for these 
activity codes listed under mail processing are only $599.180 million. 
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f. Please describe the distribution keys used, in your methodology, to 
distribute costs associated with each of the following activity codes: 
5020-6519 and 6570-6660. Are each of these activity codes distributed 
separately within each cost group. In particular: 
1. Are costs with activity code 6231 (Express Mail] distributed based 

on direct tally costs within each cost group, or simply ,attributed to 
Express Mail? If neither, please explain. 

2. Are costs with Window Service activity codes (51 lo-5195 and 
6000-8200). recorded under mail processing cost groups, distributed 
based on direct tally costs within each cost group, even to mail 
subclass that generally do not sue window service? If no, please 
explain. 

3. Are costs with activity codes 6220 and 6230 (Special Delivery and 
Registry) distributed based on direct tally costs within each cost 
group, or simply attributed to Special Delivery and Registry? If 
neither, please explain. 

g. Under your methodology for distributing mail processing costs, is there 
any difference in the way that you distribute: (1) non-handling costs 
associated with a mixed mail activity code (5300-5750); (211 costs 
associated with activity code 6521; (3) costs associated with activity 
code 6522; or (4) costs associated with activity codes 50265180, 
6000-6519 and 6570-66607 If yes, please explain what th,e differences 
are. 

,f 
TWJUSPS-T12-18 Response. 

a. Confirmed. However, Table 6 of my testimony, and thus also 

spreadsheet TW-3e, reflect the new costing method only to a limited 

extent. Please see my response to ADVOIUSPS-T12-1, for dscussion. 

b. Not confirmed. If one divides a cost pool’s volume variable costs by its 

variability factor, one obtains the ‘cost pool costs” (i.e., accrued costs) 

from Table 4, USPS-T-l 2. These are not the same as the tally costs 

derived from the F9250 variable. The tally costs and cost pool costs for 

a given operation group differ because the cost weighting system (see 



6497 

Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner, Inc. 

LR-H-21) computes F9250 based on craft and CAG rather t:han cost 

pool. 

C. Not confirmed that IOCS tally costs are $2,839.462 million. That figure 

can be interpreted as an estimate of volume variable costs associated 

with the 5300-5750 activity codes. The issue is not that the tally base 

for Cost Segment 3 has changed, rather the implicit tally weights have 

changed because the costs reported in table T12-18 are distributed 

volume variable costs. The following factors explain the apparent 

discrepancy. First, the arithmetic exercise by which the $2,839.462 

million figure was calculated does not produce IOCS tally costs, as 

stated in part b of this response. Second, LDC 15 costs have been 

distributed to the relatively small number of tallies (including mixed-mail 

tallies) assigned to the LD15 cost pool, so the implicit dollar weight of 

mixed-mail tallies in this pool is higher than the tally costs based on the 

F9250 variable. Third, most activity code 6521 costs in ths BMC and 

non-MODS office groups have been redistributed to other activity codes 

(including mixed-mail codes), which increases the implicit dollar weights 

of non-6521 tallies in those pools. 

d. Please see Attachment 1 to this response. 

8. Not confirmed. The #new methodology” costs are a distribultion of 

volume-variable costs to the ‘other” activity codes, not the IDCS tally 
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costs. Also note that some ‘other” tally costs have migrated to the mail 

processing component. As mentioned in my response to ADVONSPS- 

T12-1 part d, some such costs were, in fact, redistributed to mail 

processing in the ‘old methodology” CRA. 

f. Please see my response to MPAIUSPS-T12-I. 

1. Activity code 6231 costs are distributed based on direct and 

distributed mixed-mail tally costs in each cost pool. 

2. The specified costs are distributed based on direct and distributed 

mixed-mail tally costs in each cost pool. 

3. The specified costs are distributed based on direct and distributed 

mixed-mail tally costs in each cost pool. 

g. No. 

d 



P TIZ-18: hld Proressirq Costs Per Cost Croup And ~rrititv Code 
\'ariah. 1 Direct Mised Breaks bout 

) 5300-5750 6521 6522 
~ 129.938 86.838 10.682 

91.8~0 401.9.(6 
90.i00 460.968 
9’~.1~0 7.276 
90.2’0 3.x1 I 
1G.Y o 3 1.753 
80.000 16.867 
RG.6~0 257.511 
79.700 691.059 
39.500 9.302 

31.666 24.463 3.255 
100.478 99.247 11.866 
69.137 88.058 11.352 
20.478 9.349 I.010 

2.321 I.181 148 
21.456 14.225 2.130 
13.083 10.221 947 
66.916 76.002 IO.088 

122.965 165.513 26.211 
5.922 3.893 478 

25.341 17.35: 
94.466 50.47( 
21.751 8.13! 

2.071 I.754 
46.36 I 2X.70; 
37.3M 16.71s 

162.60-1 94.881 
66.91'; 42.537 

316.576 101.567 
132.359 62.803 

I.889 3.235 
2.996 2.368 
5.801 3.670 
3.850 5.544 

78 0 
6.275 5.262 

26.121 10.337 
1.6-17 2.396 

18.632 13.321 
6.2X6 I.711 

297 354 
77.008 68.350 
13.5X-l Il.364 

43 I30 
0 0 

842 1.594 
2.00-I 2.190 
5.737 32.846 
3.847 8.297 

.667.060 .l76.887 
54.055 101 
55.X(15 0 
15.659 0 
12.927 0 
14.816 0 
7.442 0 

160.704 101 
312.27-l 36.326 
,140.038 .213.314 

15.525 
54.453 
25.27'7 

7.18'9 
1.327 

10.472 
4.900 

2X.542 
40.901 

3.178 

2.162 11.13f 
3.684 18.01: 

790 4.161 
I52 99: 

3.157 14.951 
2.108 13.08: 

15.019 81.14% 
7.569 36.55: 

14.254 110.94: 
X.610 50.52( 

369 65i 
233 634 
550 25.128 
635 1.413 

0 41 
1.238 I.240 
1.456 6.516 

ml 73s 
974 4.886 
309 I.008 

I6 133 
7.852 40.752 
1.538 4.338 

28 14 
0 0 

179 39-i 
358 1.371 

4.067 5.615 

0 23.309 
0 919 
IJ I.(176 
0 8.385 

2.471 
8.531 
7.37' 
2.w 

281 
I.621 

35t 
6.X0( 

23.181 
94: 

3.66: 
17.16t 
4.50; 
I.131 
6.251 
3.75: 

16.6Si 
5.352 

445x2 
8.321 
5.854 
2.668 
3.13u 

13.556 
95 

88.283 
47.050 

7.740 
9.848 

809 
200 

43.963 
12.525 

955 
0 

8.037 
8.604 

59.621 
68.506 

554.066 
4.773 
1.369 

0 
0 
0 
0 

6.142 
98.53CJ 

65X.739 

Toral 

613.885 
176.22(1 
676.538 
GG2. I70 

47.s-11 
8.6GG 

81.60~ 
46.373 

445.RSU 
1.069.83-l 

23.719 
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IOCS tally costs ($000) assigned lo LD48pdm cod pool, by subclass/activity coda 
and basic function 

Clastl Basic 
Activity Code Function LD46-Adm 

1,274 lsl L&P 
1st L&P 
1st L6P 
1st L6P 
PM 
PreL 
PreL 
PreL 
PCds 
PCds 
PCds 
PCds 
Cds 
Cds 
Cds 
Cds 
PreC 
PreC 
PreC 
PreC 
Priority 
Priority 
Priority 
Priority 
Eqress 
Exfiress 
Express 
Express 
Mailgrams 
Mailgrams 
Mailgrams 
Mailgrams 
2nd IC 
2nd IC 
2nd IC 
2nd IC 

Reg 
ReD 
Reg 
Reg 
NP 
NP 
NP 
NP 
CL 
‘;L 
a. 

1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 

: 
3 

4.928 
59 

260 
476 

1,607 
,O 

76 
0 
0 
0 
0 
0 

152 
0 
0 
0 

53 
0 
0 

111 
730 

0 
4 

561 
500 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

357 
49 
63 

0 
60 

0 
0 
0 
0 
0 
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and basic function 

clossl Basic 
c$ivlty Code Function LO48 Adm 

5 0 
3rd SP 
3rd SP 
3rd SP 
3rd SP 
BRCRT 
BRCRT 
BRCRT 
BRCRT 
BRO 
BRO 
BRO 
BRO 
NPCRT 
NPCRT 
NPCRT 
NPCRT 
NPO 
NPO 
NPO 
NPO 
41h ZPP 
4th ZPP 
4th ZPP 
4th .$!PP 
BPM 
BPM 
EPU 
BPM 
SPC 
SPC 
SPC 
SPC 
LIB 
LIB 
LIB 
LIB 
USPS 
USPS 
USPS 
USPS 
FWC 
FI-CC 
FWC 
Vcc 
intl 
lnll 

1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 

: 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
z 
3 
5 
1 
2 
3 
5 
1 
2 

51 
190 

0 
0 

49 
479 

0 
0 

316 
604 

0 
211 

51 
166 

0 
0 

98 
289 

0 
59 

0 
263 

0 
0 
0 

107 
0 
0 
0 

69 
0 
0 
0 
0 
0 
0 

100 
51 

0 
101 

0 
0 
0 
0 

57 
160 

Paoe20fe 
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IOCS tally costs ($000) l ssfgnod to LD46Jdm cost pool, by subcl;lss/acWty code 
Jnd basic function 

Clrssl Basic 
Activity Code Function LD46 Adm 
lntl 3 IJ 
lntl 
Registry 
Rspistry 
Rcgistty 

RtOlW 
Ccrlificd 
Ccrtincd 
Certified 
CcRificd 
Insurance 
Insurance 
Insurance 
insurance 
COD 
COD 
COD 
COD 
Sp Delvry 
Sp Dclvry 
Sp Dclvry 
Sp Dclvly 
0th SS 
0th SS 
Oth?SS 
0&s 

5301 
5301 
5301 
5301 
5302 
5302 
5302 
5302 
5303 
5303 
5303 
5303 
5331 
5331 
5331 
5331 
5340 
5340 
5340 
5340 
5341 

5 
1 
2 
3 
5 

: 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 

: 
3 
5 
1 
2 

: 

: 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 

0 
206 
306 

22 
179 
469 
995 

0 
51 
62 

0 
0 
0 
0 

293 
0 
0 
0 
0 
0 
0 

330 
1,764 

0 
364 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

6502 
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IOCS tally costs ($000) assigned to LD46-Adm cost pool, by rubclaaalactlvlty codr 
l d basic function 

Class/ Basic 
AdivRyCode Function LO46 Adm 

5341 2 0 
5341 
5341 
5345 
5345 
5345 
5345 
5460 
5460 
5460 
5460 
5461 
5461 
5461 
5461 
5610 
5610 
5610 
5610 
5620 
5620 
5620 
5620 
5700 

,? 5700 
d 

5700 
5700 
5750 
5750 
5750 
5750 
5020 
5020 
5020 
5020 
5040 
5040 
5040 
5040 
5050 
5050 
5050 
5050 
5060 
5060 
5060 
5060 

3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 

: 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

266 
1,603 

0 
53 

0 
103 

0 
0 

51 
46 

0 
0 

1,093 
2,666 

62 
1,017 

0 
0 
0 

211 
0 
0 
0 

4.625 
0 
0 
0 

51 
0 
0 
0 
0 
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IOCS tally costs ($000) assigned to LD46-Adm cost pool, by subclass/activity code 
and basic function 

Cl8ssl Basic 
AdivityCode Fundlon LD45 Adm 

5070 
5070 
5070 
5070 
5060 
5060 
5060 
5060 
5090 
5090 
5090 
5090 
5110 
5110 
5110 
5110 
5120 
5120 
5120 
5120 
5130 
5130 
5130 
5130 

f 5170 
5170 
5170 
5170 
5160 
5160 
5160 
5160 
6000 
6000 
6000 
6000 
6010 
6010 
6010 
6010 
6020 
6020 
6020 
6020 
6030 
6030 
6030 

1 
2 
3 
5 
1 
2 

: 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 

0 
0 
0 

277 
0 

.O 
0 

340 
0 
0 
0 

59 
0 
0 
0 

104 
0 
0 
0 

356 
0 
0 
0 
0 
0 
0 
0 

130 
0 
0 
0 
0 
0 
0 
0 

1.302 
0 
0 
0 

2,376 
0 
0 
0 

1.044 
0 
0 
0 
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IOCS tally costs ($000) atsignad to LD46-Adm cost pool, by l ubclasa/activlty code 
and basic function 

Class/ Basic 
Activity Code Function LD46 Adm 

6030 5 I.105 
6040 
6040 
6040 
6040 
6045 
6045 
6045 
6045 
6050 
6050 
6050 
6050 
6070 
6070 
6070 
6070 
6073 
6073 
6073 
6073 
6080 
6080 
6060 

~' f 
6080 
6110 
6110 
6110 
6110 
6120 
6120 
6120 
6120 
6130 
6130 
6130 
6130 
6140 
6140 
6140 
6140 
6170 
6170 
6170 
6170 
6180 
6180 

1 
2 
3 
5 
1 
2 

: 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 

: 
3 
5 
1 
2 

0 
0 
0 

602 
0 
0 

30! 
0 
0 
0 

116 
0 
0 
0 

571 
0 
0 
0 

342 
0 
0 
0 

278 
0 
0 
0 

50 
0 
0 
0 

681 
0 
0 
0 

111 
0 
0 

~0 
0 
0 
0 
0 

13,931 
0 
0 
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Attachmcntl.RcsponsctoTWIUSPS-T12-16 pafld 

IOCS tally costs ($000) assigned to LD46Adm cost pool, by subclass/activity codr 
l d basic function 

Classl Basic 
ActIvityCode Fundion LM6 Adm 

6180 3 0 
6180 
6200 
6200 
6200 
6200 
6210 
6210 
6210 
6210 
6220 
6220 
6220 
6220 
6230 
6230 
6230 
6230 
6231 
6231 
6231 
6231 
6240 
6240 

$ 6240 
6240 
6270 
6270 
6270 
6270 
6320 
6320 
6320 
6320 
6330 
6330 
6330 
6330 
6420 
6420 
6420 
6420 
6430 
6430 
6430 
6430 
6460 

5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 

: 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 

: 
3 
5 
1 

76 
0 
0 
0 

676 
0 

244 

: 
66 

0 
0 

132 
270 
344 

0 
569 
148 
161 

0 
345 

80 
450 

0 
262 

0 
0 
0 

63 
0 
0 
0 

2.461 
0 

162 
0 

2,409 
0 

150 
0 

901 
0 

2,725 
0 

2,233 
0 
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Altachmcntl.Rcsponsc to TWNSPS-Tl2-18parld 

lOC6 tally costa ($000) assigned to LD46Adm cost pool, by subclesslactivlty coda 
l d basic function 

Classl Basic 
AciivityCodc Function LW5 Adm 

6460 2 0 
6460 
6460 
6460 
6480 
6480 
6480 
6495 
6495 
6485 
6495 
6500 
6500 
6500 
6500 
6511 
6511 
6511 
6511 
6512 
6512 
6512 
6512 
6514 

,f 6514 
6514 
6514 
6516 
6516 
6516 
6516 
6519 
6519 
6519 
6519 
6521 
6521 
6521 
6521 
6522 
6522 
6522 
6522 
6523 
6523 
6523 
6523 

: 
1 
2 
3 
6 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5~ 
1 
2 
3 
5 
1 
2 
3 
5 

0 
0 
0 

'424 
0 
0 
0 

329 
0 
0 
0 

98 
0 
0 
0 

49 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

48 
0 
0 
0 

399 
0 

50 
0 

12,536 
0 
0 
0 

1.405 
690 

1,669 
49 

622 
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Attachment 1, Response to TWAISPS-TIZ-18 part d 

DCS tallycorts(S000)assigncd to LD46-Adm costpOOl,bysubclass/activity codr 
and basic function 

Class/ Besic 
Activity Code Function LD48 Adm 

6570 1 176 
6570 
6570 
6570 
6580 
6580 
6580 
6580 
6610 
6810 
6610 
6610 
6620 
6620 
6620 
6620 
6630 
6630 
6630 
6630 
6640 
6640 
6640 
6640 

F 6650 
,.? 6650 

6650 
6650 
6660 
5660 
6660 
6660 

2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 

3 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 
1 
2 
3 
5 

86 
0 

992 
0 

1.148 
0 

534 
0‘ 
0 
0 

2,081 
0 
0 
0 

5,782 
186 
222 

0 
48,830 

0 
0 
0 

1.448 
0 
0 
0 

9,920 
0 
0 
0 

652 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner, Inc. 

TWIUSPS-Tl2-19. According to your spreadsheet TW-3e, and Table T12- 
18 included with TW/USPS-T12-18, the only costs associated with 
‘breaks/personal needs” at BMC’s are $0.101 million in the ‘BMC Platform” 
cost group. Yet, according to Table VII.2 in LR-H-146, BMC costs 
associated with ‘breaks/personal needs” were $114.666 million, of which 
$74.419 million were volume variable. 

a. Please confirm that the above reflects a correct interpretation of LR-H- 
146 and of the data given in spreadsheet TW-3e. If not con#firmed, 
please explain. 

b. Please provide a breakdown, by activity code, cost group and basic 
function, as those codes are used in spreadsheet TW-7, for the BMC 
costs that according to Table VII.2 in LR-H-146 are volume variable 
‘breaks/personal needs” costs. 

c. Of the 51.635.727 million mail processing costs and $2.009.809 million 
segment 3 costs shown under activity code 6521 (‘breakslpersbnal 
needs”) in the FY96 LIOCATT, what portions were incurred ,at BMC’s? 

d. When an IOCS clerk observes a BMC employee on ‘breaks/personal 
needs”, will he record the employee as being on ‘breaks/personal 
needs?” 

e. Please explain as fully as possible the apparent discrepancy ireferred to 
above between Table VII.2 in LR-H-146 and the data in TW-:3e. 

$ TWIUSPS-T12-19 Response. 

a., e. Please see my responses to MPANSPS-T12-2 and ADVONSPS-T12- 

3, part c. As l indicated in my response to Advo, the distribluted costs in 

Table 6, TW-3e, and TW-7 are nnt used as inputs to the BY 1996 mail 

processing costs in Table 5 of my testimony, USPS-T-12. The Table 6 

costs were reported because they were used to compute the coefficients 

of variation and confidence limits reported therein. Several 

interrogatories have pointed out small errors in the TW-3e and TW-7 

data. Revised versions of these spreadsheets have been filed as TW- 

6509 
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Response of United States POStal Service Witness Degen 
to Interrogatories of Time Warner, Inc. 

3er.xls and TW-7r.xls in LR-H-260. Also, LR-H-260 Includes spreadsheet 

l-W-1 9.xls. which is similar in form to TW-7.xlsTTW-7r.xls but which 

involves no cost redistribution of any sort. I believe that TIN-19.xls may 

be more useful for the types of analyses for which you have attempted 

to use TW-3e and TW-7. A version of Table 6 from USPS-T-12 that Is 

consistent with TW-3er and TW-7r is attached to this response. 

b. The break/personal needs tallies all have activity code 6521 and are 

therefore initially assigned to the ‘2 Breaks” pool in program BMC12. 

Essentially all (99.96%) of BMC break variable costs are associated with 

the “other” basic function (see the revised spreadsheet TW-7.~1~). The 

remaining are in the ‘incoming” basic function. The redistribution does 

not affect the tallies’ activity code or basic function, so the variable 

break costs for each pool in Table Vll.2, on page VII-6 of LBH-146, are 

all associated with activity code 6521 and (neglecting the 0.804% 

‘incoming”) the ‘other” basic function. 

c. The following table contains the requested data. To be comparable with 

the figures stated in the question, all are IOCS tally costs in millions of 

dollars: 
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to Interrogatories of Time Warner, Inc. 

IOCS Tally costs, activity code 6521 

Category BMC costs 

Mail processing 114.627 
Total C/S 3 134.684 

All offices costs 
1,635.727 
2,009.829 

d. Yes. 



Table 6 (Venbn for nv-191) 6512 

Table 6: M 1996 Clerks and Mallhandlers - Mall Processing 
Estimated Costs and Associated ConfidenceR~S~~ Direct Cost Category (NEW methodology) 

Direcl Cost Category 

First Class 
I 

Est. Cost Est. Coefficient of Lower 95% Upper 95% 
Variation Contidence Limit Contidence Lima 

Letten and Parcels 
Presort Letters and Parcels 

Postal Cards 
Private Mailing Cards 

Presort Cards 
Priority 
Express 
Mailgrams 
Second Class 

Within County 
Outside County - Regular 

Outside County - Non Profit 
Outside County - Classroom 

Third Class 
Third Single Piece Rate 

Bulk _ Regular Carrier Route 
Bulk - Regular Dther 

Bulk - Non Profii Carrier Route 
Bulk - Non ProfR Other 

Fourth Class 
Parcels-Zone Rate 

Bound Printed Matter 
Special Rate 
Library Rate 

USPS 
Free for Blind/Handicapped 
Iri~ernational 
Registry 
Certified 
Insurance 
COD 
Sp Delvry 
Mher Special Services 
MIxed Mail 
Mher 
Total 

2.463.776 0.54% 28437,535 2.490.017 
530.I76 1.54% 521,966 554,364 

I.660 19.70% 1,019 2.301 
76,216 4.10% 71,929 64.507 
23,069 11.72% 17,769 28,369 

161,903 1.65% 156,026 I67.781 
24.627 4.77% 22,507 27,146 

50 95.20% 43 144 

7,710 12.93% 5,756 9.664 
202,156 1.75% ‘195,227 209.090 

36,466 4.30% 33,395 39,541 
2,103 30.13% 661 3,346 

37,763 5.64% 33,443 42.062 
120,210 3.57% ‘ill,806 126,613 
750,199 1.09% 734.215 766,162 

12.166 6.66% 10,546 13,624 
161,672 2.37% 173,237 190.108 

56,414 2.60% 55,207 61,620 
31,996 4.17% 29,379 34,614 
32,344 3.74% 29,976 34.713 

7.174 669% 5.952 8,396 
39.580 7.17% 34,020 45,140 

4,119 11.01% 3,231 5.006 
66.660 3.96% 61.795 95,565 
21,150 5.16% 19,009 23,290 
13.666 7.60% 11.620 15,957 

547 37.60% 143 951 
1,565 25.49% 763 2,347 

146 44.37% 19 273 
50.944 5.90% 45,051 56,636 

2.142.534 0.61% 2.117,062 2.167.967 
2.907,299 0.44% 2.692.312 2932.266 

10.042.530 

Page 1 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner, Inc. 

TW/USPS-T12-20 

a. Is it correct to interpret the table on page VII-8 of LPI-H-146 as saying 
that total segment 3 volume variable ‘breaks/personal needs” costs in 
Non-MODS facilities were 8248.145 million, of which 6 164.. 152 million 
were mail processing related? If no, please explain and give the correct 
figures. 

b. Is it correct to interpret the data in TW-3e as showing only $36.326 
million in activity code 6521 (‘breaks/personal needs”) in Non-MODS 
facilities? If no, please explain and provide the correct figure. 

c. Please explain the apparent discrepancy between chapter VII of LR-H- 
146 and TW-3e regarding ‘breaks/personal needs” costs in Non-MODS 
facilities. Please also provide an activity code breakdown, by basic 
function, of the costs that are indicated as “breaks/personal needs” 
costs in chapter VII of LR-H-146 but as something else~in TW-3e. 

d. Is it correct to interpret the overhead cost data given in chapter VII of 
LR-H-146 as giving an overall mail processing overhead fact’or 
(‘breaks/personal needs”, clocking in/out and empty equipment costs 
divided by all other costs) equal to 31.86%) If no, please provide the 
figure you believe to be correct. Additionally, please explain how the 
overhead data given in LR-H-146, part VII. are used in this docket. 

,.f TWIUSPS-T12-20 Response. 

a. Yes. 

b. Yes. However, the $36.326 figure reflects a redistribution of most of 

the non-MODS 6521 costs. Please see my response to MPAlUSPS-T12- 

2 for an explanation. 

c. The total Cost Segment 3 costs and the costs from TW-3e would not be 

comparable because the latter are for mail processing only. Because of 

the redistribution of costs in TW-3e, the 6521 costs therein Icannot be 

reconciled with page VII-8 of LA-H-146. Please see my resplonse to 

MPAIUSPS-T12-2 for an explanation. The ‘missing” 6521 costs are 
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to Interrogatories of Time Warner, Inc. 

distributed in proportion to the non-MODS costs by activity code/basic 

function shown in TW-3e. Please note that the non-MODS activity code 

6521 total in spreadsheet TW-19 in LR-H-260, in which no cost 

redistribution was performed, agree with the $164.152 million figure for 

Breaks/Personal Needs in the mail processing line of the table on page 

VII-8. 

d. Please see my response to OCA/USPS-Tl2-35 for an explanation of the 

actual use of program NONMODEL in this docket. Without a specific 

reference I cannot verify the computations by which you determined the 

31.86% “overall mail processing overhead factor.” Based on data 

reported in part VII of LR-H-146, the calculation in the table om the 

following page results in a factor of 32.31%. 

,:r 
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to Interrogatories of Time Warner, Inc. 

Development of ‘overall mail processing overhead factor” from1 data in LR-H- 
146, part VII. 

total MODS mail 5,801,461 
processing costs 
excluding overhead, all 
pools (LPI-H-146 p. VII- 
51 
total BMC mail 273,339 
processing costs 
excluding overhead, all 
pools (LR-H-146, table 
VII.1) 

total non-MODS mail 1,541,111 
processing costs 
excluding overhead 
(LR-H-146. page VII-8) 

Total mail processing 7,615,911 
:: costs excluding 

overhead 
Overhead factor (costs 1.3231 
including overhead I 
costs excluding 
overhead) 

total MODS mail 7,824,336 
processing costs 
including overhead, 
all pools (LR-H-146 
p. VII-51 
total BMC mail 401,190 
processing costs 
including overhead, 
all pools (LR-H- 146, 
table VII. 1, total 
columns e and f) 
total non-MODS 1,851,110 
mail processing 
costs including 
overhead (LR-H- 
146, page VII-8, 
numerator of 
“overhead factor” 
fraction) 
Total mail 10,076,636 
processing costs 
including overhead 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner, Inc. 

TWIUSPS-T12-21. Please refer to Attachment 1 in your response to 
UPS/USPS-T1 5-3, in which You show total activity code 6523 ((empty 
equipment) costs equal to 81,894.604 in million. 

a. Are these costs the volume variable or total 6523 costs? 
b. Please confirm that in the FY96 LIOCATT output, used in this FY96 CRA 

report, total code 6523 costs are shown as S1,071.751 million for mail 
processing and 81,136.949 for all of segment 3. 

c. Please confirm that in TW-3e total volume variable code 6523 costs are 
shown as $874.325 million, and that if one divides the code 6523 costs 
in each cost group with the cost group variability and then adds the 
results, one gets total code 6523 costs equal to $1 ,166.197 million. If 
you cannot confirm, please explain and give the figures you believe to be 
correct. 

d. Are all the $1,894.804 million code 6523 costs that you gave in the 
response referred to above empty equipment costs? If no, please 
explain. If yes, please provide a complete activity code breaikdown, by 
cost group, of these costs. 

e. Please explain fully the apparent discrepancy between the different 
estimates of code 6523 costs referred to above. 

TWAJSPS-T12-21 Response. 
4 

a. The intended contents of the attachment to USPS-T1 5-3 were IOCS tally 

costs (based on the F9250 variable) for activity code 6523, and the table 

was labeled as such. 

b. Confirmed, noting that the cost totals reported in the questicln are IOCS 

tally costs, not volume variable costs. 

c. Confirmed. Note, per my response to TWIUSPS-T12-18 part b, that the 

Sl(l66.197 million figure does not~correspond to the total IDCS tally 
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d. No. The attachment to UPS/USPS-l 5-3 was in error and a corrected 

version has been filed. 

e. As mentioned in part d. the response to UPS was in error. There will 

inevitably be some discrepancy between TW-3e and the LIOCATT mail 

processing tally costs because the LIDCATT report uses the ‘old 

methodology” definition of mail processing rather than the new mail 

processing cost pools, and because of the tally weighting issues 

discussed in my response to TW/USPS-T12-18 parts b and c:. 
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TW/USPS-T12-22 

a. Please confirm that code 6522 (clocking in/out) costs at BMC’s are zero 
according o the data in spreadsheet TVV-3e, but equal to $10.034 million 
according to chapter VII of LR-H-146, and explain the difference. 

b. Please confirm that code 6522 (clocking in/out) costs at Non-MODS 
facilities are $4.353 million according to the data in spreadshleet TW-3e, 
but equal to $24.601 million according to chapter VII of LR-H-146, and 
explain the difference. 

c. Please confirm that on W/S 3.1 .l in witness Alexandrovich’s WP-B 
$10.037 lsicl in BMC clocking in/out costs and $24.598 [sic:] in Non- 
MODS clocking in/out costs are &!& to the total volume variable mail 
processing costs indicated in your testimony, giving a total of 
$10,077.165 million in volume variable mail processing costs;. Please 
also explain how this is possible, given that you presumably analyzed the 
whole IOCS data base, including any clocking in/out tallies that might 
have been recorded in BMC’s and Non-MODS facilities. 

d. Are the $4.353 million in Non-MODS clocking in/out costs shown in TW- 
3e, which already form part of your estimate of volume variable mail 
processing costs, distinct and separate from the Non-MODS clocking 
in/out cost indicted in LR-H-146 and in the Alexandrovich workpapers? 
Please explain your answer. 

e; Of the $288.280 million segment 3 clocking in/out costs indicted in the 
,z 
” 

FY96 LIOCAlT, what portion represents clocking in/out cost at BMC’s? 
f. If the BMC and Non-MODS clocking in/out costs shown in LR-H-146 are 

in fact part of the total volume variable costs that you show in TW-3e. 
then please provide a breakdown of these costs by activity code, cost 
group and basic function, as those codes are used in spreads!heet TW-7. 

TW/USPS-T12-22 Response. 

a. Clocking in/out tallies are assigned IOCS operation code ‘lo’, so such 

tallies are classified as administrative in program BMC12, LR-H-146. The 

clocking in/out amount in Table VII.1 of LR-H-146 is based on a 

redistribution of 6522 costs from the administrative to the mail 

processing component which is performed as part of the CRA process. 
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This redistribution was not performed for any of the tables iin my 

testimony or interrogatory responses. 

b. The volume-variable clocking in/out costs at page VII-B of LA-H-146 are 

part of the non-MODS administrative cost pool. The referenced costs in 

TW-3e are a byproduct of disaggregating the costs from Table 6 of 

USPS-T-l 2 to cost pool for the production of TW-3e, and cannot be 

compared to page VII-B. Spreadsheet TW-19 in LR-H-260, which applies 

no cost redistribution, indicates that there are zero 652~2 tallies in the 

non-MODS mail processing pool, consistent with page VII-B, LR-H-146. 

c. Confirmed. In the old methodology, all activity code 6522 cIosts- 

including clocking in/out of mail processing and window service 

~5 
operations-fall under the administrative component based om the IOCS 

operation code (‘10’) assigned to 6522 tallies, and must be redistributed 

to the correct components. The redistribution is carried out in the 

worksheets which develop the CRA for Cost Segment 3. In lthe new 

methodology, clocking in/out of MODS operations is correctly included in 

the MODS cost pools and associated tally sets, so no redistrilbution of 

6522 costs is needed for the MODS office group. The mail processing 

cost pools at BMCs and non-MODS are still formed in such a way that a 

redistribution of 6522 costs is necessary, and a cost redistribution is 

performed in the CRA worksheets as noted in the question. 
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d. They are distinct and separate, and are part of an analytical exercise 

separate from the production of the base year CRA. 

e. The following table contains the requested data. 

IOCS Tally costs, activity code 6521 

f. The redistributed activity code 6522 costs for the BMCs and non-MODS 

offices are not part of the cost pool costs or volume variable costs 

reported in Table 4 of USPS-T-12, TW-3e.xls, or TW-7.~1~. 
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TWIUSPS-T12-23. Please assume that a clerk or mailhandler, at the time 
when he is intercepted by an IOCS clerk, is logged into a mail processing 
operation, as defined in MODS, and that he is not on a break or iin the 
process of logging in or out. Assume also that the IOCS clerk enters all 
information about this employee correctly in the CODES system. 

a. Under the above assumptions, please describe the IOCS activity codes 
that will result, assuming the employee is engaged in each of the 
following activities 

1. moving one or more empty nutting truck(s); 
2. standing or walking with nothing in his hands; 
3. hanging empty sacks at a pouching rack; 
4. placing an empty hamper or other container to be used as a 

receptacle for mail at an opening unit; 
5. placing destination labels at empty hampers, pouches or other 

receptacles to be used at opening or pouching units; 
6. sweeping the floor; 
7. disposing of emptied sacks that will be reused; 
8. disposing of emptied pallets that will be reused; 
9. disposing of trash; 
10. moving an opening belt; 
11. drinking coffee; 
12. looking at a computer monitor; 
13. attending a meeting; or 
14. watching a football game on TV. 

To the extent that different activity codes might result under the costing 
methodologies used in FY96 and BY96, please describe these differences. 
Also, if the activity code may differ depending on what type of operation 
the employee is at (e.g. at a letter or flat operation), then please state the 
activity codes that will result at each type of operation. 

b. Part II of LR-H-146 describes the steps used under your methodology to 
distribute IOCS tally costs. Please identify the steps under which the 
costs corresponding to each of the activities listed in part a a’bove are 
distributed, and the program(s) used to perform the distribution. Please 
also state which activities lead to respectively ‘uncounted/empty single 
item”, ‘identified container”, ‘unidentified container” and ‘rmt handling” 
costs, as you use those terms. 
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TWIUSPS-T12-23 Response. 

a. There is no difference in how IOCS activity codes are assigned between 

FY96 and BY96. The complete activity code assignment logic may be 

found in the programs in LR-H-21, particularly programs ALB040 and 

ALB105. Several activities listed above do not directly correspond to 

CODES IOCS options in questions 18-21 (see LR-H-49, especially chapter 

11, and the hardcopy documentation to LR-H-231, in some ca,ses 

because the activities would be performed by custodial or maintenance 

workers instead. Even if there are no date quality problems tlper the 

preamble to the question), it is not necessarily clear how a dalta collector 

would interpret the available CODES IOCS options to classify certain 

activities, so the resulting activity code cannot be unambiguously 

specified. Finally, the activities described in subparts 11 and 14 are 

unlikely to be observed of an employee not on break or personal needs. 

1. Activity code 6523 should be assigned. 

2. An activity code cannot be determined from the information given. 

CODES IOCS instructions (LR-H-49, p. 66) are to ignore certain 

incidental activities of the sampled employee in favor of a labor 

category that fits~ the operation to which the employee is assigned. 

Based on the program AL8040 and ALB105 logic, a variety of 

activity codes could be assigned, including activity codes 5610, 

6522 
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5620, 5700, 5750 and various 6XxX codes. For instance, activity 

code 5610 results if the employee is observed at a letter case, OCR, 

BCS, LSM, or letter facer/canceler, based on the question 19 

response. Activity code 5620 results if the employee is, at a flat 

case, FSM, or flat facerlcanceler. Of course, in the new 

methodology, we have information on the type of operation 

independently via the MODS and BMC cost pools. See LR-H-21, 

especially program ALB040, for a comprehensive mappilng. 

3. If the question 20/21 response indicates that the employee is 

handling an empty sack, activity code 6523 would be assigned. If 

not, then assuming the question lBd, part 2 response is ‘F’ 

(‘Hanging sacks”), the activity code that results is 57501. 

4. Activity code 6523 should be assigned. This can happen if the 

question 20/21 response indicates that the employee is Ihandling an 

empty hamper or other container, or if the data collector responds to 

question 1 Bd part 2 with option ‘H’ (‘Obtaining equipment for use in 

an operation...“) without indicating a container handling in questions 

20121. 

5. There is no CODES IOCS response corresponding directly to this 

activity. If the question 20/21 response indicates that the employee 

is handling an empty item or container, activity code 65:!3 would be 
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assigned. If the employee is not handling a piece of empIty 

equipment, and assuming the data collector responded with one of 

the question 18c options, activity code 5750 would be assigned. 

6. If a clerk or mailhandler were performing an incidental custodial or 

maintenance activity (say, for safety purposes) while clocked into a 

mail processing operation, then the data collector should record the 

appropriate labor category and not the incidental activity., See my 

response to subpart 2. Note also that there is no CODES IOCS 

response that corresponds directly to this activity for clerks and 

mailhandlers. 

7. See the response to subpart 4. 

.8. See the response to subpart 4. 

9. See the response to subpart 6. 

10. See the response to subpart 6. 

11. There is no CODES IOCS response corresponding directly to this 

activity. If the employee is on an official break, that should be 

recorded in question 18g. in which case the tally would receive 

activity code 6521. My understanding is that food and drink are not 

allowed in work areas, so the scenario you describe should not 

occur. 



6525 

Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner, Inc. 

12. As in subparts 2 and 11, ‘looking at a computer monitor” is a type 

of incidental activity. If the employee is looking at a monitor which 

contains a status display for a piece of automated mail sorting 

equipment, see the response to subpart 2. A number of question 

18g options could also fit, which would result in a 6XxX activity 

code. 

13. If the employee is observed at a safety meeting in question 189 

(other activities), the activity code is 6430. A ‘meeting-other” . 

observation in question 18g would be assigned activity code 6630. 

14. I am not aware of any work areas that include television sets. There 

may be televisions in break rooms. Employees should only be in the 

break room while on official breaks or while passing through for 

personal needs, in which case the employee would be observed on 

break/personal needs in question 18g and the tally would receive 

activity code 6521. 

b. In subparts 1 and 4, the tally would be distributed as an ‘unidentified 

container.” The LR-H-146 programs are MOD3CONT, 8MC3,, and 

NONMOD (step 3). In the ‘handling” scenario under subparts 3, 7 and 

8, the tally would be distributed as an #uncounted/empty single item.” 

The LR-H-146 programs are MOD2lTEM, MOD22lTM. BMCl;!, and 

NONMOD (step 2). Otherwise, the tally would be distributed as ‘not- 
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handling.” The LR-H-146 programs are MOD4DIST, BMC4, and 

NONMOD (step 4). 
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TW/USPS-T12-24. Table TW/USPS-T12-6b in LR-H-219 shows tlhe 

following costs for item type pc_FLT under the mixed container column: 
$27.051 million in MODS offices, $9.916 million in Non-MODS offices and 
$1.227 million at BMC’s for a total of $38.194 million. 

a. Please confirm that these numbers represent the IOCS tally costs 
assigned to loose flats observed in mixed mail containers hanclled by 
clerks or mailhandlers when observed by IOCS clerks. If you do not 
confirm, please provide the correct definition. 

b. Please state all assumptions on which your attribution of these costs to 
individual subclasses is based and indicate why you believe each such 
assumption is justified. 

c. Is one of your implicit assumptions that loose flats in mixed mail 
containers in a given cost pool have the same subclass distribution as 
that obtained from the direct tallies for flats in the cost pool? Please 
explain your answer. 

d. Assuming that X dollars have been computed as the IOCS tally costs 
associated with loose flats in mixed mail containers in a given cost pool, 
is your distribution of those costs to mail subclasses at all affected by 
the type(s) of container(s) that those flats were in? If yes, please explain 
how. 

e. Please explain in detail how your construct a distribution key for the 
:; costs associated with loose flats in mixed mail containers. 

f. Please describe the use made in your cost distribution method of the 
container type information entered by IOCS clerks in response to 
Question 21 C. 

TWIUSPS-T12-24 Response. 

a. Not confirmed. The costs are volume-variable costs. That is, volume- 

variable costs have been distributed to tallies or groups of tallies that 

would otherwise be redistributed to subclass. The relationship between 

a tally’s F9250 dollar value and the volume-variable cost distributed to 

the tally is as follows. 
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volume -variable costs (tally1 
F9250 cost (tally) 

Total tally costs for cost 

x volume - variable costs for cost pool 

b. The assumption is that the subclass distribution of direct tallies handling 

flat-shape pieces in the same cost pool is an unbiased estimate of the 

unknown subclass distribution of loose flats in mixed-mail containers. 

The idea is that if the IOCS sample were hypothetically re-drawn, that 

some mail that we observe as directs would instead be “observed” as 

part of mixed-mail (say, because a piece were observed fin a ‘container 

instead of in the hand of an employee sorting it into a case), and vice- 

versa. The direct mail distributions from the hypothetical two samples 

should differ only by random sampling error. 

c. No, not exactly. Although the subclass distribution of direct ,tallies 
,F 

handling flat-shape pieces is, in fact, the distribution applied to the loose 

flats in mixed-mail containers, the pssumotion is that the direct 

distribution is representative of the unknown distribution of the flats in 

containers. 

d. No. 

e. The technique used to distribute loose flats in mixed-mail containers does 

not differ from the technique used to distribute loose mail of other 

shapes or items in mixed-mail containers. Please see USPS-T-l 2 at 9, 

the description of program MOD2lTEM in LR-H-146 at II-3 and 11-9, the 
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source code to program MOD2lTEM in LR-H-146, and my response to 

MPAIUSPS-T12-1. 

f. The distribution of “unidentified” (including empty) containers is carried 

out by container type, based on identical mail and distributed ‘identified” 

mixed-mail containers of the same type. Please see USPS-T-12 at 10, 

the description of program MOD3CONT in LR-H-146 at II-3 alnd II-lo, the 

source code to program MOD3CONT in LR-H-146, and my response to 

MPAIUSPS-T12-1. 
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TWIUSPS-Tl Z-25. Attachment 1 of your answer to TWIUSPS-Tl Z-9 shows 
the following volume variable “unidentified containers” costs: $3’13.615 
million in MODS offices, $26.084 million in BMC’s and $59.083 million in 
Non-MODS offices, for a total of $398.782 million, of which $350.189 
million are associated with activity code 6523. 

a. Please confirm that all 6523 costs where empty containers were being 
handled are treated as ‘unidentified container” costs. If not confirmed, 
please explain. 

b. Please describe all assumptions on which your distribution of 
“unidentified container” costs is based and indicate why you believe 
each such assumption is justified. 

c. Please describe all costs on which you base your distribution of 
unidentified container costs and explain how that distribution k:ey is 
constructed. 

d. Attachment 3 of your answer to TW/USPS-Tl Z-9 shows the plercentages 
of “handling item”, “handling container” and “not handling” for 6523 
costs at each mail processing cost pool. Please confirm that the 
‘handling container” percentages represent all “unidentified container” 
costs with activity code 6523. If not confirmed, please explain. 

e. Attachment 3 of your answer to NV/USPS-T1 2-9 does not show any 
percentages for LD15 (RBCS). Please provide those percentages. 

,~ f. For each cost pool used in your analysis, please provide the “unidentified 
,? container” costs distributed to each subclass and special service. 

g. For each cost pool used in your analysis, please provide the “not 
handling” costs distributed to each subclass and special servicle. 

M/USPS-T1 2-25 Response. 

a. Confirmed. 

b. For non-empty ‘unidentified” containers, the assumption is that the 

subclass distribution of combined identical mail and “filled” identified 

. 
mixed-mail contamers of the same types and cost pool is the best 

available estimate of the unknown subclass distribution of the mixed-mail 

containers. For empty container observations, the subclass distribution 
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of combined identical mail and “filled” identified mixed-mail containers of 

the same type and cost pool is assumed to resemble the subclass 

distribution of the mail which would fill or had filled the containers. 

c. Please see my response to TWNSPS-Tl Z-24 part f. 

.d. Confirmed. 

e. The distribution of LD15 costs in Table 5 of USPS-T-12 is based entirely 

on direct tallies in MODS operations 971-978. By construction, there are 

no 6523 tallies in this tally set. Please see the source code to program 

MOD4DIST at lines 33-35 and 46 (etc.), LR-H-146. 

f. The requested data are included in LR-H-270 as files tw25fmod, 

tw25fbmc, and tw25fnmd. 

g. The requested data are included in LR-H-270 as files tw25gmod, 
:: 

tw25gbmc, and tw25gnmd. 



6532 

Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner, Inc. 

TW/USPS-Tl Z-26 

a. Please confirm that, as an average over all cost pools, approxirnately 
33% of all code 6523 (empty equipment) costs are actually “nlot 
handling” costs. If not confirmed, please provide the percenta!ge you 
believe to be correct. 

b. Is it correct to interpret the “not handling” portion of code 6523 costs as 
meaning that the observed employee was handling neither maili nor 
empty items not empty containers? If no, please explain. 

c. Please confirm that in the empty equipment cost pool (1EEQMTj 52.17% 
of the code 6523 (empty equipment) costs are “not handling” costs. 
Please explain if not confirmed. 

d. Please confirm that of the $39.21 million volume variable costs in the 
empty equipment cost pool, only 64.09% are code 6523 costs and that 
only 47.83% of those costs, or 30.65% of the total Poole costs, 
represent handling of empty items or containers. Please explain if not 
confirmed. 

e. What is the job description for the empty equipment cost pool:? 
f. Why are direct tally costs associated with the empty equipment cost 

pool? 
g. Please confirm that direct tally costs represent 2.37% of the total empty 

equipment pool costs. Please also explain how the remaining 97.6% of 
the costs in that pool are distributed among subclasses and special 

d service categories. 

TWIUSPS-Tl Z-26 Response. 

a. Confirmed. 

b. Yes. Please note that several question 18 responses can lead to activity 

code 6523 being assigned to a tally not handling mail. The re:sponses 

are the empty equipment categories in questions 18b part 2, 18d part 2, 

and 18g. Please see LR-H-49 at pages 58, 64, and 76, and also the 

source code to program ALB040, LR-H-21. 
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c. Confirmed. Of course, the “old methodology” made no use o,f the fact 

that activity code 6523 represented both handling and not-handling 

activities. 

d. Confirmed. 

e. The MODS operation code for “empty equipment processing” is 549. 

Please see Appendix A of LR-H-147 for the related activities. 

f. The presence of direct tallies in the tally set associated with the 1EEQMT 

cost pool indicates that there were employees who were recorded as 

clocked into MODS operation 549 who were observed handling mail. In 

program ALB040, information on handled mail from questions 22 and 23 

will be used to assign a direct activity code if possible. 

g. Confirmed that 2.37% of total empty equipment pool costs are 

,T 
distributed to direct mail activity codes (0010-4950). Please see my 

response to MPA/USPS-Tl Z-1 for a discussion of the mixed-mail and not- 

handling-mail distribution methods. Note that the not-handlingi-mail 

distribution key for 1 EEQMT uses the direct and distributed mixed-mail 

tallies in all MODS l&2 mail processing cost pools, not just those which 

incidentally fall in 1EEQMT. Please see LR-H-146 at II-1 1. 
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TWAJSPS-Tl Z-27. Please refer to your answer to TWAJSPS-T1:2-16, in 
which you indicate that stations and branches of MODS offices ‘“do report 
MODS data through the parent finance number and are considered part of 
the MODS system for our analysis.” 

a. Please refer also to witness Moden’s answer to TW/USPS-T4-le, which 
might appear to contradict your answer referred to above. Please state 
whether you agree or disagree with witness Moden’s answer. If you 
agree, then please explain how one is to reconcile his and your answers. 

b. Please refer to pages 100-l 02 of LR-H-113, which shows volumes, 
workhours and productivity rates for various letter and flat sorting 
operations in MODS offices. Is it correct to conclude from yclur answer 
to TWNSPS-Tl Z-16 that these volumes, workhours and productivity 
rates also include data from stations and branches of MODS offices? If 
no, please explain. 

c. Please provide a definition of each of the nine office types list:ed in your 
answer to TWNSPS-Tl Z-17c, and a description of the differences 
between the functions performed by each office type. 

d. Do IOCS tallies from MODS offices identify the type of MODS office in 
which the tallies were taken? If yes, please identify the variable used for 
this purpose and the different types of MODS offices that may be 
recognized based on tally information. Can one, for example, determine 
whether a tally was taken at a station/branch, AO, AMF, etc.? 

,f 
e. For each of the MODS cost pools used in your analysis, please provide 

the portion of volume variable pool costs that were incurred in stations 
and branches of MODS offices. Please also provide similar information 
for the AO’s that are MODS offices. 

f. If an A0 is a MODS office, are any stations and branches under that A0 
thereby also included in the MODS data base? 

TWNSPS-Tl Z-27 Response. 

a. The MODS data indicate that a grand total of 24,531,319 workhours 

were booked in MODS operations associated with LDC 41-44, which are 

defined in terms of activities performed at stations and branches. My 

understanding is that these generally are booked under the cu:stomer 

service finance number(s), rather than the processing and dist,ribution 
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finance number, for a MODS “site.” Accordingly, if witness Nloden’s use 

of “facility” in TW/USPS-TC1 e is interpreted to mean the processing and 

distribution facility, then the discrepancy is semantic. 

b. In general, the answer depends on which MODS operation nurnbers are 

included in a given productivity calculation. It does not appear that any 

of the MODS operation numbers associated with the LDC 41-44 cost 

pools appear in the referenced pages of LR-H-113, so those 

productivities do not incorporate activities at stations and branches. 

c. The office subtypes are defined as follows: 

Airport Mail Center/Facility (AMCIAMF) - ‘A postal facility at an airport 

that receives, distributes, and dispatches mail transported by aiir.” (See 

DMM Quick Service Guide 001.) 
F ST 

Associate Office (AO) -” An office located within the boundary of its 

management sectional center area that usually receives and dispatches 

all classes of mail from and to the MSC post office.” (See LR-IH-147, 

Glossary p. 1.) Please note that the term MSC is obsolete and should be 

replaced with P&DC/P&DF or SCF to reflect the current organization of 

the Postal Service. 

Customer Service District Office (Dstr Ofcl- The office of the district 

manager and district support personnel. Note that some mail processing 
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and related workhours, mostly in LDC 4X operations, are recolrded under 

these finance numbers. 

Processing and Distribution Center/Facility (PDC/PDF)-“A faciility that 

processes and distributes mail for a specific service area.” (See DMM 

Quick Service Guide 001.) The offices listed in my response to 

TWIUSPS-Tl Z-17c with this classification are generally larger facilities 

with automated and/or mechanized mail processing equipment. 

Sectional Center Facility (SCF)- “A postal facility that serves as the 

processing and distribution center (P&DC) for post offices in a designated 

geographic area as defined by the first three digits of the ZIP Codes of 

those offices. Some SCFs serve more than one 3-difit ZIP Code range.” 

(See DMM Quick Service Guide 001.) As used in my response to 
d 6 

TWIUSPS-Tl Z-17~. these are mail processing facilities that serve as 

SCFs but which are not otherwise classified as P&DCs or P&DFs. 

Vehicle Maintenance Facility (VMF)- ‘A postal facility that provides 

maintenance for Postal Service vehicles. 

d. No. The only offices that can be identified by type directly frolm IOCS 

data are the BMCs. For other office types, the relevant information 

would need to be obtained from another data system and merged with 

the tally data. 
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e. In the classification employed in my response to TWIUSPS-T12-17c, 

there is no distinction between stations, branches, and AOs. ‘The data 

for the stations and branches for a given city would generally be 

recorded under the finance number classified as ‘AO,” though some may 

be recorded under the customer service district finance number. 

Attachment 1 to this response provides a breakdown of the MODS mail 

processing cost pools based on hours reported to the finance numbers 

classified as (1) ‘AO”, (2) ‘Dstr Oft”, (3) all other, in TWIUSPS-TlZ- 

17~. This is provided in electronic format in LR-H-270 as spreadsheet 

tw27al .xIs. 

f. Yes, to the extent that the stations and branches report their ‘data to 

MODS under the same finance number. s ,:+ 



Altethmrnt 1, Response to TWIUSPS-Tl2-27 

Proportions of costs by office category 
MODS mail processing cost pools 

Office catecow 
co.54 Pool 
ocrl 
bcsl 
lsml 
fsml 
mecparc 
spbs Dth 
spbs Prio 
1 Sacks-m 
manl 
manf 
manp 
priority 
LD15 
1 Platfmi 
1OPpref 
lOPbulk 
iPOUCHING 
1 Sacks-h 
1 Bulk pr 
1CancMPP 
1SCAN 
express 
Registry 
Bus Reply 
REWRAP 
MAILGRAM 
1 EEQMT 
1SUPPORT 
1MlSC 
INTL 
LD41 
LD42 
LD43 
LD44 
LD48 Exp 
LD48-Adm 
LD48 Sp Set-v 
LD48 Dth 
LD49 
LD79 

A0 Dstr Oft 
0.0% 0.2% 

0.6% 
0.3% 
0.4% 
0.3% 
0.2% 
4.3% 
0.2% 
1.2% 
1.1% 
1.5% 
5.0% 
0.0% 
0.6% 
0.6% 
0.5% 
0.4% 
1.6% 
0.5% 
0.6% 
0.7% 
0.6% 
0.6% 
1.5% 
0.3% 
0.3% 
0.3% 
2.0% 
1.4% 
0.1% 

61.9% 
95.5% 
76.7% 
04.2% 
44.4% 
70.9% 
67.6% 
79.5% 
69.5% 
76.6% 

0.1% 
0.1% 
0.1% 
0.0% 
0.0% 
0.1% 
0.0% 
0.2% 
0.3% 
2.1% 
0.0% 
0.0% 
0.2% 
0.8% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
1.0% 
0.1% 
0.0% 
0.2% 
0.0% 
0.0% 
0.5% 
0.5% 
0.0% 

13.7% 
0.1% 

21.5% 
11.4% 
13.2% 
21.6% 
27.0% 
12.8% 

5.2% 
14.2% 

6538 

&h;r Total 
99.8% 100.0% 
99.3% 100.0% 
99.6% 100.0% 
99.5% 100.0% 
99.7% 100.0% 
99.8% 100.0% 
95.6% 100.0% 
99.8% 100.0% 
96.6% 100.0% 
98.6% 100.0% 
96.4% 100.0% 
95.0% 100.0% 

100.0% 100.0% 
99.0% 100.0% 
98.4% 100.0% 
99.5% 100.0% 
99.6% 100.0% 
98.4% 100.0% 
99.5% 100.0% 
99.4% 100.0% 
99.3% 100.0% 
9a.4% 100.0% 
99.3% 100.0% 
90.4% 100.0% 
99.5% 100.0% 
99.6% 100.0% 
99.6% 100.0% 
97.5% 100.0% 
98.1% 100.0% 
99.9% 100.0% 

4.4% 100.0% 
4.4% 100.0% 
1.8% 100.0% 
4.4% 100.0% 

42.4% 100.0% 
7.5% 100.0% 
5.4% 100.0% 
7.7% 100.0% 
5.3% 100.0% 
7.1% 100.0% 

Page 1 of 1 
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TWILJSPS-T12-28 

a. When an IOCS clerk records an estimate of the portion of a mixed mail 
container that has bundles, does he also record whether those bundles 
contained letters, flats or pieces of come other shape? If yes, how is 
that information used in your cost distribution? 

b. Table TWIUSPS-T12-6b in LR-H-219 shows costs equal to S 1.312 million 
associated with pallets in mixed containers. Please explain what types of 
containers can contain pallets. 

c. If an IOCS clerk observes a mixed mail pallet containing sacks or trays, 
should he then record the pallet as an item or as a container? If he 
records it as an item, how does he describe its contents? Should he, 
assuming there is time, attempt to count the mail on the pallet? Please 
explain fully. 

d. For each cost pool used in your analysis, please specify the costs 
associated with identified mixed mail containers. Please also provide a 
breakdown of these costs by item type (including loose pieces of 
different shapes). Additionally, please provide a further breakdown of 
these costs by container type. 

e. For each cost pool used in your analysis, please specify the cost 
associated with counted and uncounted mixed mail items of each item 
type. Additionally, for each type of item that was counted at a given 
cost pool, please provide the resulting breakdown of counted item costs 

;; by subclass and special service category. 

TW/USPS-T12-28 Response. 

a. The specified information is not, and has not been, collected in IOCS. 

b. I do not believe it would be possible for containers to hold a loaded 

pallet. However, most container types could hold one or more empty 

pallets. I suspect that the observations were almost of empty pallets 

being transporte~d in rolling stock. 

c. The pallet is considered to be an item. If possible, the data collector 

should determine whether the pallet contains identical mail and count the 
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contents of the pallet if it does not contain identical mail. However, 

pallets of trayed or sacked non-identical mail can be difficult to count 

without delaying the mail. 

d. The requested data are included in LR-H-270 as files tw28dmod, 

tw28dbmc. and tw28dnmd. 

e. The requested data are included in LR-H-270 as files tw28emod, 

tw28ebmc, and tw28enmd. 
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TWIUSPS-T12-29. Please refer to your answer to TWIUSPS-T12-11. Parts 
a and b of that interrogatory referred specifically to bundles. Part,s e and f 
referred specifically to letter and flat trays. You appear to be confirming, in 
part b of your answer, that the “top piece rule” should always be applied in 
the case of mixed bundles and letter or flat trays. On the other hand, you 
appear to be trying to explain the presence of “mixed” bundles, letter trays 
and flat trays in the data base by referring to extreme difficulties in counting 
some items and the need to not interfere with mail flow and dispatch 
requirements. 

a. 

b. 

C. 

d. 

~’ ,f 

e. 

f. 

B* 

h. 

Are you really saying that even identifying the subclass of the ‘top piece 
in the bundle or tray may either be too difficult or interfere with mail flow 
or dispatch requirements, and that this may have caused the mixed mail 
bundle and tray tallies that are not empty tray tallies. 
Please provide the most typical examples of when it is extremely difficult 
to count an item. If the types of difficulty vary with different hem types, 
please describe the difficulties most typical for each item type. 
Are there any further guidelines for IOCS clerks regarding when to 
conclude that (1) applying the top piece rule; and (2) counting an item, 
would unduly interfere with mailflows or dispatch or both? If yes, please 
describe those guidelines. 
Please confirm that the requirement to not interfere with mail flows and 
dispatch requirements is more likely to be applied, other factors being 
equal, in the period shortly before a critical dispatch of the mail being 
handled. If not confirmed, please explain. 
Please describe each of the item types listed in, for example, TWNSPS- 
T12-6b. Please include description of the mail classes and shapes most 
likely to be carried in the given item, conditions under which other 
classes or shapes may be carried, capacity of each item and areas of 
application (e.g. used by mailers versus only internal USPS use, use in 
mail collections, delivery, etc.) 
How many mixed item tallies are there in the FY96 IOCS data base? 
What percentage of the mixed item tallies had to be assigned as such 
due to incomplete or erroneous data entry? If you cannot give an exact 
percentage, please provide an estimate. Please do not include tallies that 
had to be discarded in your calculation. 
How much time does an IOCS clerk typically have to~complete a tally 
starting from when he arrives at the location where the tally is to be 
taken? 
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TWNSPS-T12-29 Response. 

a. My response to TWNSPS-T12-11 was that there were two possibilities 

that might lead to a mixed-mail tally in a Top Piece Rule situation, one of 

which is that the data collector is unable for some reason to o’btain a 

mailpiece. The other possibility is that the mail characteristics data 

recorded in questions 22 and 23 contains errors or inconsistencies which 

result in the LR-H-21 programs assigning a mixed-mail activity code to 

the tally. 

b. The cited examples are locked items and palletized, shrink-wrapped 

sacks. See LR-H-49 at 91. 

c. I am aware of no further guidelines. 

d. Confirmed. 

e. Please see LR-H-49 at 88 for a list of the items and a clarification of the 

definition of “bundle.” The item names are largely self-explanatory 

otherwise. Please see my response to UPS/USPS-T1 5-2 for the 

associations of items with shapes and/or subclasses of mail. In addition 

to the associations listed in the response to UPS/USPS-T1 5-2, it should 

be noted that Con-Cons are associated with Registered mail. I 

understand that most item types may be made up by either mailers or 

the Postal Service. The exceptions are pallets, which I believe are made 
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up by mailers except for inter-BMC shipments of NMOs, and Con-Cons, 

which I believe are used only by the Postal Service. 

f. I counted 7,170 mixed-mail item tallies in the entire FY 1996 t,ally file 

(i.e., including non-clerklmailhandler tallies). This total does not include 

counted item records, which are treated as direct tallies in the cost 

distribution methodology described in my testimony. Of the 7170 tallies, 

4971 are empty items with activity code 6523. 

g. I estimated the percentage of tallies assigned mixed-mail codes because 

of incomplete or erroneous data entry by looking at the responses to 

question 22 (shape) and 238 (mail subclass). If there was an answer to 

at least one of the two, I considered the response incomplete or 

erroneous. I counted 115 such tallies, which is 5.2% of the non-empty 

d 
mixed items. 

h. The data collector has as much time as needed, however, the exigencies 

of mail processing and dispatch schedules may limit the time ini which 

the data collector has access to the mail. 
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TWIUSPS-T12-30. In LR-H-219 the distribution key you provided in 
TWIUSPS-Tl2-6h and the cost distribution in TWNSPS-T12-6j, both include 
some distribution to activity codes 5301, 5331,5340, 5341 and 5345. 
Please explain how you distribute these costs to individual subclasses and 
indicate the stage in your program where this distribution is done. 

TWIUSPS-T12-30 Response. 

Please see my response to MPANSPS-T12-1. 



6545 

Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner, Inc. 

TWIUSPS-T12-31. Please refer to Attachments 1 and 2 to Your answer to 
TW/USPS-T12-10. Their titles are, respectively, ‘FY96 IOCS Tally Dollars 
~SOOOs) by activity code cost pool and basic function - Mixed Items” and 
‘FY96 IOCS Tally Dollars ($000~) by activity code, cost pool and basic 
function - Mixed Containers”. Each attachment is a six page table. 

a. Please confirm that, apart from their titles, the tables in Attachment 1 
and Attachment 2 are identical. If there are any differences bletween the 
numbers in the two tables, please point out those differences. If this is 
due to a mistake, please provide the correct tables. 

b. Please confirm the following, and explain why if there is any part that 
you cannot confirm: 

(1) according to your spreadsheet TWNSPS-T12-3e, the volume 
variable costs with activity code 6523 at MODS cost p’ool 
1 Platfrm are S 110.944 million; 

(2) according to Attachment 3 of your answer to TWIUSPS-Tl2-9, 
10.67% of these costs or $11.838 million, represent item costs 
and 49.54%, or $54.962 million, represent handling container 
costs; 

(3) in both attachments to TWNSPS-T12-10, the sum of the 
outgoing, incoming, transit and other component of 65.23 costs at 
1 Platfrm is $75.556 million; 

(4) similar discrepancies exist for all other cost pools; 

6 (5) the grand totals in both attachments add up to more than both 
the mixed uncounted item and mixed container costs indicated by 
Table TWNSPS-T12-6b in LR-H-219. 

c. Please explain these discrepancies and provide corrections, as necessary, 
to be consistent and responsive to TWIUSPS-T12-3, TW/USPS-T12-6, 
TWNSPS-T12-9 and TWIUSPS-T12-10. 

d. Please explain what the numbers in Attachments 1 and 2 to Your answer 
to l-W/USPS-T1 2-10 really mean. 

e. After correcting these attachments, please include a breakdown of the 
grand total for each cost pool and basic function in each attaclhment by 
item type. Please also include, in the corrected versions of Attachments 
1 and 2, totals, per basic function, over all MODS cost pools, iall 8MC 
cost pools and all cost pools. 

f. Please confirm that Attachment 3 to your answer to TWIUSPS-T12-9 
and Attachments 1 and 2 to Your answer to TWNSPS-T12-10 are 
spreadsheet generated and provide the spreadsheets in electronic form, 
after making any necessary corrections. 
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TWIUSPS-T12-31 Response. 

a. Confirmed. The same data were mistakenly copied into the Excel 

worksheets for both attachments. The spreadsheet filed in response to 

pan f of this question contains corrected numbers. 

b. Il.-5.) A discrepancy cannot be concluded from the data presented in 

the question because volume-variable costs and IOCS tally costs cannot 

be directly compared with each other. Please see my response to 

TWIUSPS-T12-24 part a. 

c. The apparent discrepancy can be resolved by employing volume-variable 

costs appropriately. The ‘discrepancy” in the 1 Platfrm pool empty 

container costs can be resolved as follows: 

(1) Volume-variable 6523 costs 110,939 
“($000). 1 Platfrm (tw-19.xls, LR-H- 

260) 
(2) “Handling container” 
1 Platfrm, Attachment 3, TW/USPS- 
T12-9 (carried out to additional 

d. The entries in the tables are the sum of IOCS tally costs (variable F9250) 

by cost pool, activity code, and basic function for tallies classif:ied as 

“mixed containers” in programs MOD1 DIR, BMC12, and NONMOD12. 
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M/USPS-T1 2-10 parts b and c requested breakdowns of, respectively, 

mixed-mail item and mixed-mail container costs ‘by activity cocle, cost 

pool, and basic function.” The F9250 IOCS tally costs are basis for the 

DOLLAR, KEY, KEYTOT, and WGT variables (among others), in programs 

MOD2lTEM. MOD3CONT. et al., from which the mail processing 

distribution keys are formed. Please see my response to TW/USPS-T12- 

24 for the formal relationship between the IOCS costs and “volume- 

variable costs” as we have used the latter term for various analytical 

exercises. From the perspective of the new methodology, the calculation 

performed in- response to TW/USPS-T12-10 is effectively’ meaniktgless 

since neither the activity code nor the basic function is used to distribute 

these tallies. 
& 

e. The requested data have been included in LR-H-270. Spreadsheet 

tw31 ei.xls contains IOCS costs as in the attachments to TWIUSPS-T12- 

10. Spreadsheet tw31 e-v.xls contains this analysis expressed in terms 

of distributed volume-variable costs. 

f. Attachment 3 to TWIUSPS-T12-9 is included in LR-H-270 as tw9a3.xls. 

The attachments to TWIUSPS-T12-10 are included in LR-H-270 as 

twlO.xls (this spreadsheet contains tabs for both the original alnd 

corrected versions of Attachment 1). 
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TWAJSPS-T12-32. Please clarify your answer to TWIUSPST12~12. In part 
a of your answer You state that “the only prerequisite for a mixed item tally 
is that the employee is observed handling an item.” You then go on to 
indicate that a mixed mail tally could result if the employee is doing flat 
sortation and is observed holding a quantity of flats in his hand. 

a. Please confirm that the employee handling an item is m the only 
prerequisite for obtaining a mixed item tally. In particular, please confirm 
that a mixed mail tally should not result if the employee is handling an 
item with identical pieces, or if the item is either a bundle, a l,etter tray or 
a flat tray, since for each of those items the top piece rule should apply. 

b. Please confirm that even if an employee is observed handling an item 
with non-identical pieces which is neither a bundle, a letter tray or flat 
tray, fractions of direct tallies, rather than a mixed tally, would result 
unless counting the item would be ‘extremely difficult”. 

C. Please confirm that when the employee is sorting flats and is holding a 
quantity of flats in his hand, the quantity of flats should be considered a 
bundle and the top piece rule should be applied, leading to a direct tally. 
Please confirm that in Table 6 of Your testimony, the direct costs 
(excluding mixed mail and other) include all tally costs resulting from 
application of the top piece rule. Please explain if not confirmed. 
Please confirm that in Table 6 of your testimony, the direct costs 
(excluding mixed mail and other) include all tally costs corresponding to 

,5 counted items. Please explain if not confirmed. 
d. Please confirm that in Table 6 of Your testimony, the direct costs 

(excluding mixed mail and other) include all tally costs resultin,g from 
application of the top piece rule. Please explain if not confirmed. 

e. Please confirm that in Table 6 of Your testimony, the direct costs 
(excluding mixed mail and other) include all tally costs corresponding to 
counted items. Please explain if not confirmed. 

TWIUSPS-T12-32 Response. 

a. Not confirmed. Even though a mixed-mail tally “should not” result from 

the observation of an item containing identical mail or subject to the Top 

Piece Rule, it is nonetheless a possible outcome. In my response to 

TV//USPS-T1 2-l 1 part a, I stated, ‘[ilf the data for questions .22-24 are 
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missing, incomplete, or inconsistent, a mixed-mail activity code may be 

assigned to the tally.” This is possible because the activity code is not 

assigned by the data collector, but rather by computer prograrns which 

process the CODES IOCS data to assign the activity code. 

b. Confirmed that the result would be a series of “divided item” records, 

each with a “direct” activity code (possibly including 53XX an’d 54XX 

codes), provided that the item was actually counted and that the data 

were successfully processed by program ALB898, LR-H-21.. 

c. Confirmed subject to the caveats in my response to part a and to 

T-W/USPS-T1 2-l 1. 

d. The direct-mail costs in Table 6 and, further, in TW-19 of LR-H-260 do 

not contain all volume variable costs associated with Top Piece Rule 

OF 
tallies by construction. If some Top Piece Rule tallies are assigned 

mixed-mail activity codes (including 53Xx-54Xx codes), then t:he 

associated costs are not included in the direct-mail costs. 

e. Not confirmed. The IOCS records associated with counted item tallies 

taken after June 30, 1996 are assigned 53Xx-54Xx activity codes. 

Such tallies are treated as direct tallies in some stages of the new 

distribution key methodology. but the associated costs are included in 

the “mixed” line of Table 6. Please see my response to OCA/USPS-T12- 

39. 
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TWIUSPS-T12-33. Please state what type of tally should result in each of 
the cases described below and explain your answer in each case,. Please 
document your answers by references to the instructions given to IOCS 
clerks, either in hardcopy form, orally or through the CODES system. 

a. If an employee is observed handling two bundles of First Class flats, will 
the result be a direct tally, a mixed item tally or a mixed container tally? 
If the answer depends on factors not stated here, please explain fully. 

b. If an employee is observed handling two bundles of Time Magazine, will 
the result be a direct tally, a mixed item tally or a mixed container tally? 
If the answer depends on factors not stated here, please explain fully. 

c. If an employee is observed handling one bundle of Time Magazine and 
one bundle of another flat shaped regular rate weekly publication, will 
the result be a direct tally, a mixed item tally or a mixed container tally? 
If the answer depends on factors not stated here, please explain fully. 

d. When an employee is observed handling two non-identical buntdIes, will 
the result be a tally that is treated as a mixed mail container tally in your 
costing method? If no, please explain. 

TWNSPS-T12-33 Response. 

a. The observation should be of multiple items not in a container (see LR-H- 

6 
49 at 91). Whether this should result in a “direct” tally or an “identified 

mixed-mail container” tally depends on whether the two bundles together 

contain identical mail. If the bundles constitute an identical malil 

container, the data collector is instructed to select one piece and answer 

questions 22 and 23 using that piece, from which a direct activity code 

would be assigned barring data collection problems. 

b. The situation is similar to that in pan a in that the observation is of 

multiple items not in a container. Assuming the data collector 
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determines that the copies of Time Magazine would constitute identical 

mail, then a direct tally should result. 

c. In this case, the two bundles do not constitute identical mail, and the 

result should be an identified mixed mail container tally. 

d. Yes. Since such a tally should be assigned a 56Xx-57Xx activity code, 

it would be distributed as mixed-mail in the old costing method as well. 
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TWIUSPS-T12-34. Please refer to your direct testimony in Docket No. 
MC95-1 (USPS-T-5), Exhibit A (‘Carl G. Degen: Resume”),at 2, which lists 
the following among your ‘Professional Papers”. 

United States Postal Service Measures of Output, Input, and Total 
Factor Productivity, 1963-1982,’ February 1984, (with D. C. 
Christensen, L. R. Christensen, and P. E. Schoech). 

‘United States Postal Service Measures of Real Output, Input, and 
Total Factor Productivity, 1963-l 984” October 1985, (wit.h D. C. 
Christensen, L. R. Christensen, and Phil Schoech). 

‘United States Postal Service econometric Analysis of USPS Structure 
of Production and Total Factor Productivity, 1963-l 983,” November 
1984, (with D. C. Christensen, L. R. Christensen, and P. E!. Schoech). 

‘United States Postal Service Quarterly Real Output, Input, and Total 
Factor Productivity, 1982 1” Quarter Through 1986 1” Quarter,” 
February 1986, (with D. C. Christensen, L. R. Christensen, and P. E. 
Schoech). 

‘United States Postal Service Productivity Budgeting Model Users 
Manual,” June 1986. 

Total Factor Productivity at the MSC Level: Results for 1985, m 
September 1986, (with D. C. Christensen, L. R. Christensen, and P. 
E. Schoech). 

7FP Presentation to Budgeting Group”, December 3, 1992, (with D. 
C. Christensen, and P. E. Schoech). 

‘Performance Analysis of Processing and Distribution Facilities: 
Sources of TFP Improvement,” February 22, 1994, (with D. C. 
Christensen, K. L. Ehlinger, and P. E. Schoech). 

.; 
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a. Please provide copies of the papers listed above in the form of a library 
reference. 

b. Please list any other papers relating to Postal Service productivity of 
which you are an author or which were prepared under your supervision, 
whether prior or subsequent to the filing of your testimony in MC961, 
and please provide copies of these papers in the form of a library 
reference. 

TWIUSPS-T12-34. Response. 

a. The requested papers have been filed as LR-H-272. In a couple 
instances the dates differ slightly from those requested because the 
report was updated or revised and we did not retain the earlier versi& in 
our files. 

b. I was an author or supervised work on the following reports, regarding 
Postal Service.productivity. These have also been filed as Flart of LR-H- 
272. 

‘United States Postal Service Capital Stock Estimates, 1962-l 982”. 
Revised March 1983, (D.C. Christensen, L.R. Christensen, C.G. Degen, 
and P.E. Schoech). 

‘USPS Annual Total Factor Productivity Methodology”, January, 1988, 
(Laurits R. Christensen Associates, Inc.). 

‘USPS Quarterly Total Factor Productivity Methodology”, A Report to 
Charles Guy, Director, Office of Economics, January, 1988, (Laurits R. 
Christensen Associates, Inc.). 

‘United States Postal Service Total Factor Productivity Data Base 
Feasibility Study”, August 16, 1983, (D.C. Christensen, 
L.R. Christensen, C.G. Degen, and P.E. Schoechl. 

. % 

-;-: 
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TWIUSPS-T12-36. Please refer to your response to DMAIUSPS-T12-2b, 
where you state ‘I believe that the MODS activity at the opecation group 
level and the employee’s activity are consistent in the vast mirjority of . 
cases.” 

Please refer slso to the Pastel Inspection Service flnrl report “National j 
Coordination Audit: Allied Workhours’ IDecember 1996) (Case No. 034 
1181680-PA(l)), which reports the results of a national audit of allled 
workhours in 25 Processing end Dlstrlbudon Centers (P&DCsj~ between 
February and April 1996. Fe report Is found In LR-H-236). At pages 2 
and 18-l 9 the Inspection Service state% 

The lack of supervisory control and review of employee clockrings 
resulted in improperly cherged workhours to LDC 17. Oui review 
disclosed Management Opereting Data System (MODS) workhours 
reported for opening unlt operations were in error approximately 31 
percent of the time. . . Jp.2.1 

Of the 2,412 employees checked for clocking accuracy, 744, or 31 
percent were clocked into MODS operations other than1 the ones they 
were working. The 31 percent error rate had slgniflcant Impact upon 
the amount of LDC 17 workhours reponed. . . . The inaccuracy of the 
MODS workhour data for the opening units was caused by 
supervisors not ensuring that employees were properly clocked in. 
Employees who were found to be clocked into an incorrect operation 
were generally unconcerned with the accuracy of their clockings. 
Some supervisors were surprised to find the large number of 
employees clocked lncorrecdy, and admhted they do lhtie if any 
monitoring of employee clockrings. [pp. 18-19.1 

a. Do you aocept the flnding and conclusions of the Inspecdon Service with 
respect to conditions at the time of its audit? If not, please state your 
reasons and describe all evidence which you believe discrsdlts the 
Inspection Service’s finding and conclusions.Tw/USPS-T12-36 

b. Is a situation in which 31 percent of employees working in LDC 17 (i.e., 
allied labor) operations are clocked into an incorrect operadon consistent 
with the view that ‘the MODS acdvity at the operation group level and 
‘the employee’s activity are consistent in the vast majority of cases”? 
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c. Ware you oware of the contents of the Inspection Service report at the 
time of your response to TIM/USPS-T12-3? If so, why did you not 
mendon the report In your response? If your answer is that the 
conditions described by the lnspecdon Service as of Februsry - April 
1996 no longer exist, press8 Indicate the reasons and the avidenc8 that 
csused you to reach that conclusion. 

TWIUSPS-Tl2-35 Response. 

a. I agree with Postal management’s response to the audit which concurred 

with the recommendsdons of the report. I do not agree with the specific 

results you quote regarding the 31 percent error, for several ressons. 

The 31 percent error rate is being misconstrued. It spplls~r to openktg 

units only, not all of LDC 17 or sll of MODS. The Inspacdon Service’s 

calculadon of the error rote is not an estimate of the mlsslntement of 

hours at the operation group (cost pool) level and was never lntanded to 

be one. Further, tha report results were not designed as a statistical 

’ study of misstatement snd should not b8 used as such. 

The Inspection Service report discusses allied labor operations and LDC 

17 hours, but the audit was confined to opening unite; ‘Oletalled audit 

attention at the P&DCs focused on analyzing opening unit: operations” 

(page &of the report). Opening units are likely to have more misclocking 

becauaa of the nature of the opendon. Opening unit results should not 

be applied to other operadone. The reported 31 percent is the rat8 of 

misclocking ot the individual operoddn level. In fact, the Inspection 

Service indicates that on employee clockrd into operation, 111 but 

working In operadon 112 generates two errors by their definition. In this 

example, the audit reported 2 errors, one for operation 1 ‘I 1 and on8 for 

operadon 112, where apna exist at the level we use the data because 
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operations 111 and 112 or8 in the same cost pool (1 OpPra~f). For each 

operation there are two kinds of errors reported In the audit: 1) an 

employee clocked into the operation, but working elsewhelre; and 2) on 

employee working in the operodon, but clocked elsewhere,. The Dpf 

effect of these two error types represents the net mlsstetement of hours. 

However, the audit reports the sum of thee8 two error types which 

overstates the total net effect on opening unlt hours. There error 

definitions and reporting pracdces ore spproprirte for the c#lcuRrtfon of 

the incidence of miaclocking as the Inspecdon Service set out to do, but 

these or8 not appropriate for on eadmate of the net mlssta~temrnt of 

hours. Furthermore, when the errors are defined l t the Iruflvidual ‘. 

Operation ievet, the rasuhs Cannot be applied to the operatfon group date 

used for SOS8 Year 1996 costs Finally, the audit was not undertaken as 

a statistically unblased sample of the misstatement of MODS hours. 

~rf Several of the audit sites were chosen because acdons ware being taken 

to address LDC 17 workhoura. The results ware not weighted to reflect 

the underlying mix of rites by size of other relevant criteria. In fact, 

almost 30 percent of the tote1 number of errors are from on8 of th8 

twenty-five sites. The audit was not intended to measure the overall 

misstatement of hours, even for opening unh OP8radOnS. 

b. As I mud In part a., the 31 percent error rate is being misconstrued and 

does not apply to the MODS data as used in BY 1996 costa. I COndnU8 

to b8li8V8 that ‘the MODS activity and the employees activity are 

consistent in the majority of cases- (DMANSPS-T12-3bI. 

c. Yea. I do not a88 the relevance of the report to my response to 

TWIUSPS-Tl2-3. However, since my first reading of the report I have 

held the opinion that it is not relevant to our US8 of MODS data for Base 

Year 1996. 
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TWIUSPS-Tl2-36. Please refer to your answer to TWIUSPS-T12-24a, in 
which you give the relationship between tally costs and volume variable 
costs in a cost pool. 

a. Please provide the sum of the tally costs in each cost pool. 
b. Please provide, for each cost pool, the sum of tally costs in each of the 

data sets ADW.MODS, WORK.SSVCNLJ, WORK.DIRECT, WORK.MIXED 
and OUT1 .NOTHAND, created in MOD1 DIR for MODS facilities, and the 
corresponding data sets created for 8MC’s and Non-MODS facilities. 

c. Do all tally costs for CAG A-J clerks and mailhandlers add up to the 
accrued costs for Segment 3? If no, why not? 

d. Do all BMC tally costs for clerks and mailhandlers add up to the accrued 
clerk and mailhandler wage costs at BMC’a? If no, why not? 

TWIUSPS-T12-36 Response. 

a. Please see LR-H-146, pages VI-5 to VI-7, column ‘WGT,” folr IOCS tally 

costs for each mail processing cost pool. 

b. Please see Attachment 1 to this response for the requested data. 

I c. No. Please note that the total tally costs are not designed to add up to 

the accrued cost for Segment 3. Lump sum costs and unifolrm allowance 

costs are added to the compensation total distributed to the tallies [in the 

FY 1996 methodology) or the compensation total divided into cost pools 

(in the BY 1996 methodology) to obtain total Segment 3 cos’ta. 

d. Since the 8MCs are assigned their own CAG for the purposes of tally 

cost weighting, the BY 1996 clerk and mailhandler compensation at 

BMCs should be approximately equal to the sum of BMC tall,y costs. 

They are not exactly equal because the BY 1996 BMC cost pools were 

not determined using program ALB095, LR-H-21, which computes the 
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tally dollar weights. The BMC tally costs are 100.14% of the BMC cost 

pool costs. I believe the discrepancy is due to rounding differences 

between program ALB095 and the procedure in LR-H-146, part I. 
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TWNSPS-T12-37. Please refer to your answer to TW/USPS-T’I 2-26b, in 
which you indicate three types of question 18 responses that may lead to 
activity code 6523 being assigned to a not handling tally. 

a. Besides the three types of question 18 responses that you have 
mentioned, are there any other ways in which activity code 6523 may be 
assigned to a not handling tally? If yes, please describe each such 
scenario. 

b. Please provide, for each cost pool, the volume variable 6523 not 
handling costs that resulted from IOCS clerks selecting the empty 
equipment categories in, respectively, question 18b part 2, question 18d 
part 2 and 18g. Additionally, please provide the 6523 not handling costs 
that resulted from any other combination of responses by IOCS clerks 
that you may have identified in response to part a above. 

c. Please confirm that the responses to question 18b part 2 to which you 
refer apply only in the case of an Expediter or a DocklRaniplTransfer 
Clerk working on a platform and doing something related to ‘empty 
equipment without actually handling it. If not confirmed, please explain. 

d. What kinds of not handling activities associated with empty equipment 
would (1) Expediters; and (2) DockIRampTTransfer Clerks normally 
engage in? 

e. Please confirm that the responses to question 18d part 2 to which you 
refer apply only in the case of an employee at a distribution or related 
operation that is not handling empty equipment but is on his way to, or 
on his way back from, obtaining equipment for use in the operation or 
disposing of excess equipment used in the operation. If not confirmed, 
please explain. 

f. Please confirm that question 18g titled “administrative and other 
activities”, applies only to employees whose activity cannot lbe 
associated with any of the mail processing functions described in 
questions 18b through 18f. and that the selection of ‘handling empty 
equipment” is indicated if ‘the selected employee is handling or moving 
empty equipment but is not performing a platform or distribution and 
related mail processing activity.” Please also explain how the description 
‘handling empty equipment” can be interpreted to include -not handling” 
empty equipment. 
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TW/USPS-T12-37 Response. 

a. I reviewed program ALB040, LR-H-21, and was unable to find any other 

IOCS responses that would lead to the automatic assignment of activity 

code 6523 to a clerk or mailhandler tally. Option ‘E’ of question 16F 

could lead to the assignment of activity code 6523 to a city (carrier tally 

if the carrier was not recorded as actually handling a piece olf empty 

equipment. Examining the IOCS tally data (LR-H-231, I observed that 

some not-handling tallies which were classified as ‘other” work in 

questions 18b part 2, 18d part 2, 18e, and 189 also receivetl activity 

code 6523. I am informed that in these cases, percentages lof the tallies 

are assigned to various activity codes based on the distribution of 

manually assigned activity codes in 1991 (the most recent year in which 
a 

the comments fields recorded in CODES were inspected for this 

purpose). Each ‘other” category in the question 18 subparts has its own 

distribution. This procedure has been in place since 1992. IPlease see 

LR-H-14 for further details. 

b. Please see Attachment 1 to this response for the requested data. 

c. Not confirmed. According to LR-H-49, page 58, CODES branches to 

question 18b. part 2, if the question 18b. part 1, response is ‘G’ 

(Expediter of Dock/Ramp/Transfer Clerk) pi ‘H’ (‘Other Platform Work). 
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In Attachment 1, I further separated the empty equipment observations 

from question 18b, part 2, by the response to question 18b, part 1. 

d. Some inbound or outbound trucks contain exclusively empty equipment. 

Activities related to these trucks may cause expediters or 

dock/ramp/transfer clerks to be recorded as working with but not 

handling empty equipment. For instance, these workers could be 

inventorying the loads of empty equipment. There may be orther 

examples of which I am not aware. 

e. Confirmed, noting that ‘at a, distribution or related operation” in this 

context refers to the sampled activity in IOCS. 

f. Confirmed that the data collector will reach question 18g only if the 

sampled employee’s activity cannot be classified in an earlier part of the 

_ f 
question. Clearly, it is an oxymoron for an employee ‘not-handling-mail 

(or empty equipment)” to be “handling empty equipment.” However, the 

apparent contradiction merely reflects the fact that ‘handling empty 

equipment” is shorthand for ‘handling empty equipment and related 

work.” See the description of MODS operation number 549 in LR-H-147, 

Appendix A, for a description of empty equipment-related work activities. 
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TWIUSPS-T12-38. Please refer to your answer to TWIUSPS-T’I 2-27b. 
Which 3-digit MODS numbers are used, in AO’s stations and branches 
included in the MODS data base, to describe: 

a. manual distribution of letters from 5digit to carrier route; 
b. manual distribution of flats from Ii-digit to carrier route; 
c. distribution of carrier route presorted bundles to the respective carriers; 
d. distribution of small parcels and rolls to carriers; 
e. loading and unloading mail at the platform; 
f. culling and other preparation of collection mail before it is sent to the 

main processing facility? 

TWNSPS-T12-38 Response. 

a.-d. These activities are described by MODS operation 240C (“Distribution 

at Stations and Branches-Composite”), which is associated with the 

‘LD43” cost pool. 

e.-f. My understanding is that allied labor activities such as these performed 

d at stations and branches are generally recorded under LDC 4.8 operation 

numbers, along with other Function 4 support and miscellaneous work. 

See LR-H-146, page l-25, for the relevant MODS operation numbers. 
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TW/USPS-T12-39. Please refer to your answer to TW/USPS-T12-28b. in 
which you speculate that observations of pallets inside containers may refer 
to empty pallets being transported in rolling stock. Please assume that an 
IOCS clerk observes an employee handling an all purpose container (APC) 
with some empty sacks and nothing else inside. 

a. Would this give rise to a 6523 (empty equipment) tally, or a tally 
showing a container with sacks in it? 

b. If a tally shows a container with items in it being handled, is there any 
way of knowing from the data base whether those items contained mail 
or not? If yes, how? 

c. Is it generally true that an observation of a container with arte or more 
empty items and nothing else inside gives rise to a mixed mail container 
tally, rather than a ‘handling empty equipment” tally? If no, please 
explain. 

TWIUSPS-T12-39 Response. 

a. The answer depends on how the data collector responded to question 

21. If the response indicated that the APC was empty, then activity 

code 6523 would be assigned. Otherwise, my understanding is that a 
~a 

56Xx-57Xx mixed-mail activity code would be assigned. The new cost 

distribution methodology would treat this observation as an identified 

container if the data collector recorded the percentage of the APC 

volume occupied by the sacks. 

b. No. Such data are not collected in IOCS. 

c. As indicated in my response to part a, activity code 6523 is assigned to 

a handling-container tally if the container is recorded as empty in 

question 21. If the data collector recorded percentage(s) of container 

volume occupied by the item(s), the new cost distribution methodology 
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would treat the tally as an identified mixed-mail container, otherwise it 

would treat the tally as an unidentified mixed-mail container. 
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TWNSPS-T12-40. Please refer to your answer to TWIUSPS-Tl2-26c, in 
which you comment that it may be difficult to count a pallet with trayed or 
sacked non-identical mail without delaying the mail. L 

a. Please confirm that whether the IOCS clerk does or does not count such 
a pallet, he has no way of indicating that the pallet contained trays or 
sacks, rather than loose bundles or pieces. If not confirmed, please 
explain how he would so indicate and how that information can be 
retrieved from the IOCS data base. 

b. Please confirm that when an IOCS clerk observes a pallet containing 
trays or sacks with identical mail, giving rise to a direct tally, he has no 
way of indicating that the pallet contained sacks or trays, rather than 
loose bundles or pieces. If not confirmed, please explain how he would 
so indicate and how that information can be retrieved from the IOCS 
data base. 

c. When an IOCS clerk observes a pallet containing sleeved trays or sacks, 
how does he determine whether it contains identical mail? 

TWAJSPS-T12-40. 

a. Confirmed. 

f b. Confirmed. 

c. If there is information (from sack or tray labels, etc.) that would lead the 

data collector to believe that the pallet could contain identical mail, then 

presumably the data collector could make the determination after 

inspecting (if possible) pieces from some of the sacks or trays. Strictly 

speaking, this would not be a positive determination that the pallet 

contained identical mail. However, I do not believe it would make sense 

to break down pallets solely for this purpose. Please note that there is 

also a ‘cannot determine” option for the identical mail part of question 

21. See the description of variable F9216, LR-H-23. 



6569 

Response of United States Postal Service Witness Degen 
to Interrogatories of United Parcel Service 

UPS/USPS-T1 2-l. Please refer to Table 4 on page 15 of your direct 
testimony and provide the exact source in USPS-T-14, Table 1, or derivation 
from sources in USPS-T-14, Table 1, or any other source(s) if necessary, for 
each of the variabilities in Table 4. 

UPS/USPS-T1 2-l Response. 

Attachment 1 to this response provides the requested information. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of United Parcel Service 

UPS/USPS-T1 2-2. Please confirm that changing the variable ‘VARB” in the 
SAS program MOD4DIST.SAS in LR-H-218 to equal 1 .OO for each of the 
values of thee variable “POOL” will result in 100 percent volume variable 
costs for MODS cost pools. If not confirmed, please explain. 

UPS/USPS-T1 2-2 Response. 

Confirmed. 
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UPS/USPS-T1 2-3. Please confirm that changing the variable ‘VARB” in the 
SAS program MOD4DIST.SAS in LR-H-218 to equal X.Xx for each of the 
values of the variable “POOL” will result in X.Xx percent volume variable 
costs for MODS cost pools. If not confirmed, please explain. 

UPS/USPS-T1 2-3 Response. 

Not confirmed. If the VARB variable is set to X.Xx, the variability factor is 

6573 

lOOX.XX percent. 
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UPS/USPS-T1 2-4. Please confirm that changing the variable ‘VARB” in the 
SAS program BMC4.SAS in LR-H-21 B to equal 1 .OO for each of ,the values 
of the variable “POOL” will result in 100 percent volume variable costs for 
BMC cost pools. If not confirmed, please explain. 

UPS/USPS-T1 2-4 Response. 

Confirmed. 
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UPS/USPS-T1 2-5. Please confirm that changing the variable “VARB” in the 
SAS program BMC4.SAS in LR-H-218 to equal X.Xx for each of the values 
of the variable “POOL” will result in X.Xx percent volume variable costs for 
BMC cost pools. If not confirmed, please explain. 

UPS/USPS-T1 2-5 Response. 
Not confirmed. Please see my response to UPS/USPS-T1 2-3 fsor an 

explanation. 
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UPS/USPS-T12-6. Please confirm that changing the line ‘VCOST = 
DOLLAR*GFY*.786” to ‘VCOSTS = DOLLAR’GFY” in the SAS program 
NONMOD4.SAS in LR-H-218 will result in 100 percent volume variable costs 
for non-MODS cost pools. If not confirmed, please explain. 

UPS/USPS-T1 2-6 Response. 

Confirmed. 



Response of United States Postal Service Witness Degen 
to Interrogatories of United Parcel Service 

UPS/USPS-T1 2-7. Please confirm that changing the line ‘VCOSTS = 
DOLLAR+GFY l .786” to ‘VCOSTS = DOLLAR*GFY+X.XX” in the SAS 
program NONMOD4.SAS in LR-H-218 will result in X.Xx percent volume 
variable costs for non-MODS cost pools. If not confirmed, pkase explain. 

UPS/USPS-T1 2-7 Response. 

Not confirmed. Please see my response to UPS/USPS-T1 2-3 for an 

explanation. 
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UPS/USPS-T1 2-8. Are there BMCs that operate using MODS operation 
codes rather than PIRS operation codes? If your answer is other than an 
unqualified no, please indicate how these facilities are handled in LR-H- 
146/LR-H-218. 

UPS/USPS-T1 2-8 Response. 

It is my understanding that some BMCs “borrow” MODS operation numbers 

to classify certain activities in PIRS. Please note that the BMC c:ost pool 

amounts and associated tally sets are based on the sampled activities 

recorded in IOCS questions 18 and 19 (but m question 18a). which are 

designed to correspond to the BMC operation groups defined for witness 

Bradley’s variability analysis. As a result, the situation stated in the 

question would not affect the programs in LR-H-146/LR-H-218. 

r 
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(Redirected from Witness Patelunas) 

UPS/USPS-T1 5-l. 

Please refer to your response to DMA/USPS-T7-t9 (redirected from 
witness Crum) in Docket No. MC97-2. Please confirm that costs, for moving 
empty equipment are distributed to classes and subclasses of mail in 
essentially the same proportion as the IOCS observations for postal 
employees handling mail, without regard to the type of equipment being 
moved. If not confirmed, please explain in full. 

UPS/USPS-T1 5-l Response. 

Not confirmed. I assume “costs for moving empty equipment” refers to 

costs associated with IOCS activity code 6523. 

The “equipment” being moved can be items or containers. Under the new 

distribution key methodology, the distribution of these costs will take into 
4 

account the type of equipment if the employee was observed handling an 

item or a container, as indicated by the response to IOCS Question 21. If 

the employee was not observed handling an item or a container, the 

distribution will take into account the cost pool but cannot take into account 

the equipment type for lack of information. Also please see USPS-T-l 2 at 

10-l 1, and LR-H-146 at II-8 to II-lo. 
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(Redirected from Witness Patelunas) 

UPS/USPS-T1 5-2. 

Are certain types of equipment (the moving of which is captured in 
‘moving empty equipment”) used uniquely or significantly for unique 
classes, shapes, or other types of mail? If so, specify what type!s of 
equipment are used for what classes, shapes, or other types of mail. 

UPS/USPS-T1 5-2 Response. 

Yes. Most of the “items” have a significant association with shapes or 

classes of mail. This is why the distribution key methodology described in 

my testimony, USPS-T-l 2, makes use of the item type in mixed-mail 

distributions. The following table describes the significant associations. 

Table of Item Type and Associated Shape or Class of Mail. 
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(Redirected from Witness Patelunas) 

UPS/USPS-T1 5-3. 

Please provide a breakdown of moving empty equipment costs by 
type of empty equipment being moved. 

UPS/USPS-T1 5-3 Response. 

Please see Attachment 1 to this response for a breakdown of IOCS tally 

dollars in activity code 6523 by equipment type. Since the new distribution 

key methodology does not include a distribution procedure specifically for 

moving empty equipment costs-see the response to UPS/USPS-T1 5-l -this 

table is only meant to indicate that empty equipment costs are present to 

some degree for all of the equipment types included in IOCS. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of United Parcel Service 

(Redirected from Witness Patelunas) 

UPS/USPS-T1 5-4. 

Has any analysis or other study, investigation, or inquiry been 
performed to determine if the costs associated with moving empty 
equipment could be distributed to specific classes or shapes of mail which 
give rise to those costs? If yes, please provide these studies and explain. 

UPS/USPS-T1 5-4 Response 

Yes. The mail processing cost distribution methodology described in my 

testimony, USPS-T-12, and in LR-H-146, is the result of such a study. 
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Response of United States Postal Service Witness Degen 
to Presiding Officer’s Information Request No. 2 

Question 1. Before filing the Docket No. R97-1 Request with the Commission, did 
the Postal Service attempt to analyze the reasons why the attributable costs for 
library rate mail have risen so much faster than the costs for special rate mail? If 
so, please provide that analysis. If not, please analyze that question now, and 
provide the results of that analysis. 

Question 1 Response: 

It is my understanding that the Postal Service has monitored the unit costs of 

Library rate mail since R94-1, but since the BY 1996 costs have only recently been 

released, the Postal Service has not conducted any analysis of the increase in 

Library rate costs in preparation for R97-1. In response to this req,uest we have 

examined the costs for Library rate over the period 1990-l 996. We observe that 

~.,Library rate unit costs rose from $1.24 per piece in 1990 to $1 .B9 in 1995, 

however, the unit cost declines to $1.73 in 1996, which is the same as the 1993 

value. Over the 1990-l 996 period Special rate unit costs declined from $1.53 to 

$1.31. Attachment 1 shows volume statistics and total unit costs, for Library and 

Special rate by year along with the cost segment detail. Library rate mail 

processing costs (Segment 3) are nearly half of the total each year. These costs 

rise sharply in 1995 but return to the 1993 level by 1996. Transportation is 

(Segment 14) the next largest segment of Library rate costs. Transportation costs 

decline in 1996 to the level they had been in 1990. The consistency of nominal 

transportation costs in 1990 and 1996 implies a decline in real transportation costs 
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Response of United States Postal Service Witness Degen 
to Presiding Officer’s Information Request No. 2 

which is consistent with the observed decline in weight and cube, but costs do not 

decline in proportion to weight and cube. For Special rate nearly half the decline in 

total costs per piece f-.22) is caused by a decline in mail processing cost c-.09). 

Most of the remainder of the decline is due to transportation t-.081. Again, the 

decline is consistent with the declines in weight and cube, but not in the same 

proportion. 

We have looked at the tallies underlying Library rate. In 1995 theIre are 152 tallies 

for Library rate,. This may seem like a lot relative to other small categories like 

Classroom, which had 31, however, tallies should occur in proportion to volume 

r and unit cost since tallies correspond to units in time and higher ccst categories 

embody more time per piece. If we look at tallies per dollar of unit cost, Library has 

80.4 and Classroom has 163.2. These tallies per dollar of unit cost are 

proportional to the relative volumes in these two classes. Our conclusion is that 

Library rate costs, like Classroom, suffer from some instability due to the small 

volume and the nature of the IOCS sampling procedure. 
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cost segment 

seg 1 
seg.2 
smg.3 
h7.4 
sag. 6.57 
Seg. 8 
sag. 10 
seg. II 
seg.12 
seg.13 
seg.14 
SW.15 
seg. 16 
seg. 1B 
seg. 20 

Total Unit Cost 

Ccsl Segment 

Pigses (U-aousands) 

Response of United States Poseal Ser.& Wkwss Dqen 
to Presiding Offer’s Information Request No. 2 

Attachment I 

Shndnrd (6) Libnry Rats Units C& 199C-1996 (nominal dollars) 

Ml9e.l MI991 Ml992 FY1993 Ff199.l Ml995 

0.01 0.01 0.01 0.01 0.01 0.01 
0.05 0.05 0.07 0.07 0.07 0.08 
0.42 0.41 0.54 0.69 0.63 0.77 
0.00 0.00 0.00 0.00 0.00 0.00 
0.05 0.07 0.06 0.08 0.03 0.09 
0.03 0.03 0.02 0.02 0.03 0.02 
0.03 0.03 0.03 0.03 0.03 0.04 
0.06 0.06 0.07 0.09 0.08 0.03 
0.01 0.01 0.01 0.01 0.01 0.01 
0.00 0.W 0.M) 0.00 0.W 0.00 
0.38 0.49 0.39 0.44 0.41 0.45 
0.05 0.05 0.05 0.07 0.05 0.06 
0.02 0.02 0.03 0.04 0.04 0.06 
0.08 0.09 0.11 0.14 0.13 0.w 
0.04 0.04 0.04 0.05 0.05 0.13 

I.24 1.33 1.42 1.73 1.62 1.89 

Standard (8) Library Rate CRA Volume Statistics 19931996 

MI990 FYI991 FYI992 FY1593 FYI994 FY1995 

40.567 40.228 42,ILYJ 38.680 35.T76 29.5ca 

FYI996 

0.01 
0.08 
0.69 
0.00 
0.09 
0.02 
0.04 
0.10 
0.01 
0.00 
0.39 
0.05 
0.07 
0.08 
0.11 

I.73 

FY1996 

30.133 
Weight per piece (ounces) 56.1 46.8 41.3 43.8 45.4 38.9 27.1 
Weight per cubic foot (pounds) 14.5 13.4 13.5 13.5 13.5 13.5 13.5 
Weight in pounds (thousands) 142.182 117.641 108.583 105.892 101.478 71.633 50.971 
Cubic feet (Uvauwnds) 9.773 8.771 8.065 7.851 7.530 5.315 3.782 
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Cod Segmenf N1990 Ml991 

Seg. 1 0.01 0.01 
seg. 2 0.07 0.06 
seg. 3 0.56 0.56 
Seg. 4 0.00 0.00 
seg. 687 0.09 0.09 
seg. B 0.02 0.02 
seg. IO 0.03 0.03 
Seg. I1 0.07 0.07 
Seg. 12 0.01 0.01 
Seg. 13 0.00 0.00 
seg. 14 0.34 0.29 
Seg. I5 0.06 0.06 
seg. 16 0.03 0.03 
Seg. 10 0.11 0.11 
seg. 20 0.05 0.05 

Revised 
Response of Untied States Postal Service WRness Degen 

to Presiding Ofkefs Information Request No. 2 

Attachment l(Continued) 

Standard (6) Special Rate Unit Costs 1990-1996 (nominal dollars) 

FY 1992 Fi 1993 

0.01 0.01 
0.07 0.00 
0.57 0.73 
0.00 0.00 
0.08 0.11 
0.02 0.02 
0.03 0.02 
0.07 0.08 
0.01 0.01 
0.00 0.00 
0.26 0.26 
0.06 0.06 
0.03 0.04 
0.12 0.14 
0.04 0.05 

FY 1994 FY 1995 FY 1996 

0.01 0.01 0.01 
0.06 0.06 0.06 
0.53 0.50 0.50 
0.00 0.00 0.00 
0.11 0.08 0.10 
0.02 0.02 0.02 
0.02 0.02 0.02 
0.07 0.06 0.07 
0.01 0.01 0.01 
0.00 0.00 0.00 
0.27 0.23 0.27 
0.04 0.04 0.04 
0.03 0.05 0.05 
0.11 0.05 0.06 
0.04 0.09 0.08 

Total UniI Cost I .45 1.40 I.39 1.63 1.32 1.21 1.31 

Standard (B) Special Rate CRA Volume Statistics 1990-1996 

Cost Segment FYI990 Ml991 N1992 NI993 N1994 FY 1995 FY 1996 
e 

Pieces (thousands) 149,433 153.136 165.152 164,763 190.867 i!17,761 189.793 
Weight per piece (ounces) 36.4 32.2 32.7 29.5 26.2 25.4 26.9 
Weight per cubic foot (pounds) 10.6 IO.3 10.7 10.6 10.6 IO.6 10.6 
Weight in pounds (thousands) 340,249 306.611 337.175 304.268 335,902 346,257 319,402 
Cubic feet (thousands) 32,205 30,064 31.538 26,742 31.728 32.706 30,169 



: 

6588 

Response of United States Postal Service Witness Degen 
to Presiding Officer’s Information Request No. 2 

Question 2. In Docket R94-1, the Commission concluded that as the processing of 
library rate and special rate pieces should be similar, data showing that the 
attributable costs for these two subclasses were similar was not surprising. 
Describe significant differences in the processing of these two subclasses and 
relate those differences to the variations in reported costs. 

Question 2 Response: 

It is my understanding that the operating plan does not segregate Library rate mail 

from Special rate mail, however, to the extent that Special is bulk-entered and 

containerized by presort level, we would expect Special rate mail to exhibit lower 

unit costs. Special rate mail may also enjoy higher productivities in sortation 

8operations because the identical or very similar pieces allow keyers to more easily 

orient the pieces to read the address or barcode. No studies have been undertaken 

to quantify the expected difference in unit costs, but the average observed 

difference is not unreasonable. 
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Response of United States Postal Service Witness Degen 
to Presiding Officer’s Information Request No. 2 

Question 3. Discuss the extent to which the relatively small volume of library rate 
mail may reduce the reliability of the unit cost information developed from Postal 
Service data collection systems. 

Response to alJeStiOn 3: 

Please see my response to question 1 and my testimony in MC96-2 (USPS-CT-2). 



Response of United States Postal Service Witness Degen 
to Presiding Officer’s Information Request #3 

28. In most cases, IOCS data were used to separate accrued Clerks and 
hlailhandler costs (Segment 3) into mail processing, window ,service and 
administrative cost components. In R97-1, the service uses MODS data to 
separate the accrued Segment 3 costs into these three cost components for 
MODS 1 and 2 offices. The following table shows the results from using 
the two different systems to separate the costs and shows that 
approximat;ely $792 million of window service and adminlstranive costs 
migrate to the mail processing category as a result of using hfiODS. 

Accrued Costs (Milliond 

Mail Window Administrative Total 
Processing Service 

Using MODS’ 13,247 1,907 1,302 16,456 
Using IOCS’ 12,455 2,013 1,987 16,456 
Difference 792 (107) (685) 0 

Please elaborate on the discussion in USPS-T-l 2, page 6 and 7, regarding 
the reasons for the migration. In particular, please identify the approximate 
percentage of the cost changes due to: (1 I an IOCS data collector 

r observing an employee working at a different task from the MODS activity 
code the employee is clocked into at the time of the observation; (2) 
window service and administrative activities being redefined as mail 
processing, or vice-a-versa, as indicated in the USPS response to 
interrogatory OCAIUSPS-T12-27, lines 3-5; or (3) any other reason. Please 
provide a listing of the IOCS activity codes being redefined due to the 
second case and show the amount of costs moving due to changes in 
definitions. 

28. Response. 

I believe thle majority of the difference between the two methods to be 

caused by the methodological change that partitions costs al: MODS offices 

into the comoonents based on workhours recorded in the MOD system by 

’ USPS T-5 Exhibit SC ~100 9. 

z LR.H-1 bake 3-2. 
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Response of United States Postal Service Witness Degen 
to Presiding Officer’s Information Request #3 

MODS operation number and LDC, rather than on IOCS tally costs grouped 

by “functional component.” In the BY 1996 methodology, mail processing 

includes all costs associated with workhours in LDCs 11-18, 4’1-44, 48-49 

and 79, regardless of the workers’ activities. The definitions of LDCs 18, 

48 and 79 (see LR-H-146 at l-33, l-36 and l-371, in particular, include work 

activities which would be assigned administrative uniform operiation codes in 

IOCS, but which in MODS constitute admlnlsoation of-. 

When sampled, these work activities will cause tally ‘migration” because of 

the classification difference between the recorded MODS number and the 

JOCS uniform operation code. Please note that the PI 1996 CRA 

methodology does not separately identify these costs, but recognizes that 
.r 

certain costs in the administrative component are volume-varialble to the 

same extent as and should be distributed in proportion to mail fprocessing 

costs. See sections 3.3.3 and 3.3.4 of LR-H-1. The BY 1996 methodology 

separately identifies administratlon of mall processing and classifies It as 

part of the mail processing component. I believe this is what you mean to 

characterize as your reason (2). 

It is possible that an employee is inappropriately clocked into a mail 

processing MODS operation when working e window service a&r general 

administrative activity which has its own MODS operation number. 
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Response of United States Postal Service Witness Degen 
to Presiding Officer’s Information Request #3 

Clocking errors of this type could also cause some shift of costs between 

the Cost Segment 3 components. I believe this is similar to what you would 

characterize as reason (11, however, note that the clocking errNor that causes 

the cost shift is in the MODS data, not the IOCS data. (Recall that in BY 

1996, IOCS data play no role in the formulation of MODS cost pools.) Such 

clocking errors may be a cause of IOCS tallies ‘migrating” between cost 

components. Since the sampled IOCS activity does not distinguish between 

administration of mail processing and general administrative work, I cannot 

determine whether a given migrated tally is due to reason (2) or reason (1). 

I suspect, however, that very little of the observed shift is due to reason (1). 

c 

Clocking in or out (IOCS activity code 6522) is assigned an administrative 

IOCS uniform operation code regardless of the operation the employee was 

or would be working, which has previously required that thesle costs be 

redistributed among the Segment 3 cost’components. In the BY 1996 

methodology, 6522 costs at MODS offices are correctly class.ified according 

to the MODS operation the employee is clocking Into or out of. The 

clocking inlout tallies will migrate, though any net shift in costs is due to the 

refinement of the clocking in/out cost allocation from the FY 1996 

methodology. Finally, some cost migration may result from the implicit 

reweighting of the IOCS tally costs for tallies taken at BMCs and non-MODS 
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Response of United States Postal Service Witness Degen 
to Presiding Officer’s Information Request X3 

offices to the office group costs computed in program MODSPOOL. LR-H- 

146. I believie these fall under reason (3). 

In the attachment to this response, I provide an estimate of the costs 

shifting among components by MODS cost pool. Proportions of IOCS tally 

costs associated with each cost pool by the FY 1996 cost component 

definitions are used to create this breakdown. The migration of costs from 

the administrative component to mail processing and window service is 

adjusted to reflect the fact that clocking in/out costs at MODS offices no 

longer need to be redistributed among cost components. I observe that a 

majority of the costs migrating from administrative to mail processing 

Ed 
153.2%) are in cost pools related to LDCs 18, 48, and 79. As stated above, 

I believe the olassification difference for these costs is overwhelmingly due 

to reason (2). Since the proportion of migrated costs in other cost pools is 

small, I expect that these reflect incidental administrative or miscellaneous 

work performed by employees in mail processing operations which is now 

assigned to cost component on the basis of the clocked-in MODS operation, 

which I also imter.pret ef pri~marlly due to reason (2). Migrated co&s not, 

accounted for by the attachment are due to reason (3). 
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Response of United States Postal Service Witness Dlagen 
to Presiding Officer’s Information Request X3 

29. Please discuss the instances in which local facility managlars can 
customize the MODS codes to their own management needs and the 
distonion that this has on the aggregation of data for national purposes. In 
particular; what is the extent of the customization, does the customization 
isolate hours and pieces handled data into pools that are not captured in the 
46 cost pools created by witness Degen, and how is this effect accounted 
for by witnesses Degen and Bradley in their analyses? 

29. Response. 

The customization options that local facility managers have is limited. 

Managers can assign greater detail only for certain sets of thre’a-digit MODS 

operation codes. For example, MODS codes 110-l 14 are all for ‘Opening 

Unit Outgoing - Pref.” A manager could use these codes to record 

separately workhours for specific opening unit activities. For e listing of 

mail processing operations that have multiple MODS codes, please sac the 
:4 

listing of operation numbers presented in Exhibit-14A, USPS-T-,14. 

I account for the customization of certain MODS codes by grouping ranges 

of MODS codes in the course of defining the MODS cost pools. The 

1OPPref cost pool thus is based on workhours recorded in MODS operetions 

110-l 14 and 180-184. Thus, the total ‘Opening Unit - Pref” workhours I 

obtain are unaffected by any local variation in use of the individual three 

digit MODS codes. 
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Response of United States Postal Service Witness !Degen 
to Presiding Officer’s Information Request #3# 

31. Please confirm that some processing facilities locate portions of their 
automation work, in particular Delivery Point Sorting on Bar Code Sorting 
machines, in delivery units; and that the manhours and price:s processed 
there are not captured by the MOOS system. If confirmed, how do 
witnesses Oegen and Bradley account for this in their enalysiis? 

31. Response. 

Confirmed that some automated Delivery Point Sorting (OPSI work is 

performed in delivery units. This work corresponds to the LO41 cost pool 

for the MOOS office group. The LO41 cost pool amount IB determined 

directly from Pay Data System compensation emounts booked under LOC 41 

for offices in Reporting Office Groups 1 and 2, so I capture these costs 

regardless of whether the corresponding workhours ere actually recorded in 

.~ ,f 
MOOS. However, I understand that MOOS captures the vast majority of the 

workhours associated with the LO41 cost pool. Witness Braldley does not 

estimate e veriability for LO41, but rather applies the a proxy veriability 

based on the estimated variabilities for the LOC 11 OCR and 8CS pools. 
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Response of United States Postal Service Witness Oetgen 

to Presiding Officer’s Information Request X4 

6. Does witness Bradley’s selection of TPH as the cost driver for mail 
processing labor costs assume that the TPH for each cost pool activity in 
each facility is proportional to the volume of mail processed by the 
activity? If so, how important Is the assumption of proportionality? 
Please discuss whether the ratio of TPH to volume for the cost pools has 
changed over the nine-year period examined by witness Bredley (due to 
changes In such things as mall mix and processing technology), whether 
the retio varies significantly ecross facilities for the cost pools, or 
whether it varies significantly for a cost pool within a fecility. To whet 
degree do such variations conflict with the assumption of proportionality, 
and what are the implications for witness Bradley’s analysis? Does 
witness Bradley’s selection of TPH as the cost driver for mail processing 
labor costs assume that system TPH is proportional to system volume? 

6. Response. 

To provide e full answer to the question, it is necessary to distinguish 

between volume variable costs at the cost component or element level (to 

simplify terminology, I will use the term ‘component” to mean either e CRA 

cost component or a subpart thereof, such as a mail processing1 cost pool), 
~8 

and volume variable costs distributed to subclass. At a general level, the 

volume variable cost of a component is defined as: 

(1) 

where i indicates component, V volume variable cost, G total (‘,accrued”) 

cost, E elasticity of cost with respect to the cost driver, and 0 the cost 

driver (see USPS-T-1 1 at 21; L&H-l at vi and H-5 to H-7). Please note that 

the above formula is in no way new to the BY 1996 costing methodology; it 

serves as the basis for volume variable costs by component in the 

: 
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methodology used in IV 1996 and previously by the Postal Service and the 

Commission. Witness Bradley’s analysis does not alter the conceptual basis 

for volume variable costs relative to the N 1996 analysis, rather, he 

provides alternate estimates of the mail processing variability fact,ors e. 

Given the selection of TPH as the cost driver, witness Bradley’s 

econometrically estimated variabilities are, bv construction, estimates of E 

for the relevant cost pools. It follows that Table 4 in my testimony, 

USPS-T-l 2, notwithstanding the new partition of Segment 3 costs and the 

implementation of witness Bradley’s estimated variabilities, performs the 

‘attribution step” exactly as defined in LR-H-1 at H-5. 

The role of an assumption of proportionality between the cost driver and 

+ mail volume depends on the method by which the distributed volume 

variable costs are computed. Consider witness Panzar’s general Idefinition 

of the volume variable cost distributed to subclass j: 

F’, = Giciue, (2) 

where u represents the elasticity of the component i cost driver with respect 

to the volume of subclass j: 

or = 7. aM (see USPS-T-l 1 at 23). 
1 I 

(3) 
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Witness Panzar’s formula corresponds to the %onstructed marginal cost 

method” described in LR-H-1 at H-7. Please observe that M is system 

volume. The Qolume- in activity i Is the cost driver D. In contrest, mail 

processing costs have traditionally used, and in the BY 1996 methodology 

continue to use, the ‘volume variability/distribution key’ method. In the 

distribution key method, volume variable mail processing costs by subclass 

are of the form: 

V, = G,E,~, , (4) 

where 6 represents distribution key elements. The distribution key elements 

are derived from IOCS data in the case of mail processing cost pools. The 

distribution key method is indicated when it is impossible to estirnate o 

directly. For instance, mail processing data sources do not report volumes 

c+ 
by subclass that would be needed to estimate o. Please note that the FY 

1996 distributed mail processing direct labor costs are also of this form. 

The distribution key method has the intuitively appealing property that 

c,V, = V, -i.e., for each component, the volume variable cost by subclass 

sum to the component’s total variable cost as defined in equation (l), 

above-but requires a version of what the question terms the ‘assumption 

of proportionality’ to equate unit volume variable cost with marginal cost. 

Conversely, the constructed marginal cost method, as its name suggests, 

requires no additional assumptions to equate unit volume variable cost with 
c 
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marginal cost, but requires an assumption of proportionality to satisfy 

c,V, = G,E, = V, .’ Thus, the proportionality assumption equates unit volume 

variable and marginal cost in the distribution key method, end ensures that 

volume variable costs by subclass add up to the component total in the 

constructed marginal cost method (see USPS-T-l 1 at 23, and footnote 12). 

Consequently, the proportionality assumption is important for thei 

interoretatiQg of unit volume variable cost, particularly, for unit violume 

variable cost generated by the distribution key method to be e’quated with 

economic marginal cost. Since this is generically true for all volume variable 

costs generated by the distribution key method, the following discussion 

applies to both the FY 1996 and BY 1996 mail processing cost 

4 methodologies, noting that in the FY 1996 methodology, the mail 

processing cost drivers are not explicitly defined. 

’ There is no economic reason to impose this restriction in general, bur the issue of whether 
or not it holds may Hen the interpretation of volu!ne variable cost at the com,ponent level. 
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More formally, the proportionality assumption equates the distri,bution key 

elements c!$ with the elasticities ol. The distribution key elements are 

defined as: 

so using the definition of uI, It must be the case that: 

This assumption holds when aJ/d4, is constant, or in witness Panzar’s 

terminology, when D,(M) is linearly homogeneous. For mail prlocessing 

cost pools with TPH, the term c?D,/~M, is interpreted as the marginal 

increase in cost pool i’s TPH resulting from a small increase in subclass j’s 

c (RPW) volume, holding non-volume factors constant. The proportionality 

assumption, then, is: 

D, = as M, , 

where ac represents (constant) TPH jn cost DOOI i per (RPWj piece of 

subclass j. The proportionality assumption is that the number of TPH a 

typical piece of subclass j receives jn cost gggjJ does not vary with the 

volume of subclass j, holding factors such as mail preparation and operation 

* Please note that these cost driver proportions are estimated usine proponions of IOCS tally 
costs for mail processina cost pools. since mail processin cost drivers we not observed by 
subclass. This is true of both the FY t 996 and BY,t 996 methodology. 
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mix constant. Please note that the parameters a# will not, in general, be 

equal for different cost pools, or for different subclasses within a cost pool. 

Since there have been significant changes in mail mix and mail processing 

operation mix over the period examined by witness Bradley, it is presumably 

the case that the parameters aV have also changed. For instance, certain 

a# parameters could decrease if subclass j becomes more highly presorted 

over time. Or, if eutomation equipment is improved such that more mail is 

automation compatible, then the a1 parameters could increase for certain 

cost pools, indicated by i. However, since the mail processing distribution 

keys are updated every year (and, indeed, based entirely on PFY 1996 IOCS 

data), such long-run changes do not need to be accounted for in the 
SF 

distribution analysis. There is an implicit assumption that intrayear changes 

in mail mix and operations mix are small. Operation mix differences can 

cause differences in the a0 parameters across facilities. This does not 

conflict with the assumption of proportionality per se, but rather indicates 

that the aggregate a, is an average of facility-specific a@%. For a cost pool 

within a facility, variations in a# may be due to differences in maliI 

preparation between or within subclasses of mail. The at’s are defined to 

account for between-subclass variation. The analysis does not account for 

. 
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within-subclass variation, so a# ‘s are determined for a ‘representative 

piece’ of subcless j. If additional subclasses or rate elements were defined, 

the cost distribution methodology described In my testimony,USPS-T-12, 

could be straightforwardly extended to accommodate them. The 

formulation of TPH per piece (ac) above is the only relationship Uhat is 

posited for a ‘system TPH” (Le., total TPH by cost pool for all facilities) and 

‘system volume’ (RPW volume of subclass jl. No assumptions et all are 

made regarding broader aggregates of TPH or volume. 
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CHAIRMAN GLEIMAN: Does any participant have 

additional written cross examination for the witness? 

Mr. Keegan? 

MR. KEEGAN: Yes. Thank you, Mr. Chairman. I'm 

handing Mr. Degen two copies of documents captioned 

"Responses of the United States Postal Service Witness Degen 

to Interrogatories of Time-Warner, Inc., TW/USPS-T-12-42 and 

43" and "Response of United States Postal Service Witness 

Degen to Presiding Officer's Information Request No. 3, 

Question No. 32," and Mr. Degen, I would ask you to examine 

those and answer whether they were prepared by you or under 

your supervision. 

THE WITNESS: Yes. 

MR. KEEGAN: And would your answers be the same if 

you were asked those questions today? 

THE WITNESS: Yes, they would. 

MR. KEEGAN: Mr. Chairman, I'm handing two copies 

to the reporter, and I move that those responses be entered 

into evidence. 

CHAIRMAN GLEIMAN: 1'11 direct that they be -- 

that the additional designated written cross examination be 

accepted into evidence and transcribed into the record at 

this point. 

[Additional Designation of Written 

Cross-Examination of Clarl G. Degen 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 
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was received into evidence and 

transcribed into the record.] 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 
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TWNSPS-11242. Please refer to your response to OCAIUSPS-T12-60(a) 
(flied September 25, 1997), where you state: ‘Assuming that the MODS 
operation group productivities do not vary much by subclass, then the 
distribution keys’ proportions of gp6t can be interpreted as proportions of 
ham.’ 

a. Please describe the arguments and!or evidence that justified an 
assumption that the MODS operation group productivities do not vary 
much by subclass. 

b. Please describe the arguments and/or evidence that you considered, in 
the process of deciding that this assumption is justified, that: weighted 
against making it. 

lW/USPS-T1242 Response. 

OCAJUSPS-T12-60 asks how volume estimates by subclass might be 

derived from IOCS data. As I state in my testimony, IOCS is ‘used to 

estimate costs for time spent by various types of employees performing 

different functions’ (USPS-T-l 2 at 1). As such, IOCS does not produce 

-s volume estimates of any sort. In my response to OCA, I simply stated the 

type of assumption that would be needed to apply proportions of cost for a 

given function from IOCS to a corresponding volume measures generated in 

another data system (i.e., MODS TPH) to obtain an estimate of volume by 

subclass. Note that I did not specifically justify the assumption in my 

response to OCA, but I believe the assumption is justifiable. 

a. The maln argument in favor of the assumption that MODS operation 

group productivities do not vary much by subclass is that the MODS 

operation groups for which TPH is available are defined along shape and 



-. 
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technology dimensions. Preserving a ‘meaningful homogeneity of the 

operations’ (USPS-T-12 at 6; see also USPS-T-14 at 27) was a key 

factor in determlnlng the MODS operation groups. Factors such as 

weight, thickness, packaging, and address readability may affelot 

whether certain subclasses are worked In mechanized or automated 

operations. However, for the mail actually worked on a given type of 

machine, I am not aware of any reason why the machine pace should 

vary by subclass. For manual operations, letter, flat, and parcel sortation 

fall into separate operation groups. Thus, differences in the shape 

distrlbution of mail subclasses alone will not cause large produlctivity 

differences by subclass. For there to be relevant productivity differences 

by subclass, there would have to be significant differences in ,the time lt 

takes to manually sort letter (or flat, or parcel) shaped pieces of various 

subclasses. I am not aware of any studies that have identified 

systematic variations across subclasses In characteristics that might 

affect manual productivities by shape. 

b. If there are systematic variations in subclass characteristics that affect 

manual productivities by shape, that would weigh agalnst the assumption 

of equal productivities by subclass In an operation group. As Indicated In 

my response to part a, I am aware of no studies of this issue. 
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TWAJSPS-T12-43. Please refer to DMA/USPS-T12-1 O(a) (response filed 
September 30, 1997). which quoted you as stating, ‘I believe that the 
MODS activity at the operation group level and the employee’s activity are 
consistent in the vast major&y of cases’ (response to DMANSPS-T12-3(b)), 
and which then asked you to ‘confirm that you have performed no 
quantitative analyses to support” that belief. 

Your answer states In part that you ‘have not personally performed any 
quantitative analysis of the conslstenoy between MODS activity and 
employee activity.’ Please provide charions and copies of, or if that Is 
impossible describe the substance of, any analyses, quantitative Ior 
otherwise, of the consistency between MODS activity and employee activity 
in any of the followlng categories: 6) whose preparation was associated 
with in any capacity; (ii) whose preparation was associated with the process 
of developlng your new methodology for distributing mail processing costs; 
(iii) whose preparation Christensen Associates was associated with in any 
capacity; (iv) that you were aware of at the time you prepared your 
testimony; or (v) that you are now aware of. 

TWIUSPS-Tl2-43 Response. 

i.-v. I have not performed any quantitative analysis of the consistency 
:Q 

between employee’s clocked-in MODS operation and actual activity, nor am 

I aware of such analyses performed by anyone else. The Inspection Service 

audit of allied workhours (LR-H-236) would, on its face, appear t:o address 

this issue, but for reasons specified in my response to TWIUSPS-T12-35, lt 

does not allow analysis of misclocking at the operadion group level. As for 

other-thanquantitative analysis, I cannot point to specific research. 

However, as stated in my response to DMAIUSPS-Tl2-10 part a, I interpret 

the strength of the relationship between MODS hours and TPH in witness 

6669 

I 
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Bradley’s model as evidence that there is not a great deal of ‘noise” in 

MODS workhoura. 

. 
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32. In LR-H-146, the reference for the Administrative costs of $683,327 
(sic) million in Table l-l, Part 1 of 2, page l-4, is the report ‘Administrative 
and Window Service Cost Pool Dollars - FY96 MODS l&2.” The referenced 
report is given on page 28 and is generated by the SAS code for 
MODSPOOL at pages 6 and 7. In the report and In the SAS code, the LDC 
entry is blank. Please identify the types of activities included in the 
administrative pool by providing the LDC, MODS codes, IOCS codes or a 
description of the activities in the pool. 

32. Response. 

Please note that MODS administrative costs total $693,327 millkm 

according to page l-4 of LR-H-146. The LDC code for the MODS 

administrative cost pool is blank because it incorporates costs from several 

LDCs. The administrative cost pool at MODS offices is defined as clerk and 

mailhandler costs from the Pay Data System for LDCs not associated with 

mail processing (LDCs 1 l-1 8, 41-44, 48-49 and 79) or window iservice 
:F 

(LDC 45). Program MODSPOOL does not identify administrative MODS 

code and LDC combinations because it does not use MODS data to split the 

administrative LDCs to cost pools, as is done for several mail processing 

LDCs. For cost distribution purposes, it is necessary to associaoe IOCS 

tallies with the administrative cost pool. This is done on the basis of MODS 

operation numbers listed in program MOD1 POOL, LR-H-146, at pages 6-7 

(lines 212-285). Attachment 1 to this response identifies the administrative 

MODS numbers, with brief descriptions, by LDC. See also Exhiblit 14A, 

USPS-T-l 4; Appendix A, LR-H-147; pages l-32 to l-38, LR-H-146. 
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MODS Operations AssJ9ned to Admhktratb Cost Pools 

Oper Description 
582 QUALITY CONTROL 
581 lNDUSTRl4L ENGINEER 

cost Pool LDC 
2ADM 2’ 

594 UP+4 ADDRESS INFO SYS 
595 CRIS ADDRESS INFO SYS 
595 5 DlGr ZIP INFO SYSTEM 
674 ADMIN 6 CLER AIB 
645 LOGISTICS (L TRANSPORT 
672 AOMIN 6 CLER LOG h TRANS 
668 ADMIN 6 CLER OPER SUPPT 
900 TRAVEL WTHIN HRSOS 
646 DELIVERY SERVICES ANLYST 
675 ADMIN 6 CLER DELWRETAlL 
615 STEWARDS - VMF 
617 STEWARDS - MVS 
679 AIMIN 6 CLER FLEET OPERS 
763 CLERK-VEHICLE MAINT FAC 
764 CLERK-MOTOR MHICLE SERV 
901 TRAVEL WTTHIN HOURS VS 
761 REPAIR-GEN MAINTENANCE 
762 SER’ACINGGEN MAlMENANC 
647 VP0 SUPPORT 
765 MOTOR VEHICLE OPERATORS 
766 TRACTOR TRAILER OPERATOR 
772 MOTOR VHCLE OPR COLLECT 
773 TRACTOR TRAILER OP COLL 
750 POSTAL OPERATING EQUIP 

,F 751 POSTAL OPERATING EQUIP 
752 POSTAL OPERATING EQUIP 
753 BUILDING 6 PLANT EQUIP 
754 BUILDING 6, PLANT EQUIP 
747 BUILDING SERVlCES 
748 BUILDING SERVlCES 
749 BUILDING SERVlCES 
616 STEWARDS - MTE 
624 TRAbEL WlTHlN HOURSP6E 
634 MEETING TIME PLANT/EQUIP 
680 ADMIN 6 CER PLANT/EQUIP 
745 M4lNl-ENANCE ADMINISTRATN 
746 TELEPHONE SWlTCHBOARD 
980 SSPC TECH STA5R - MTE 
981 SSPC TECH STAIBR - MlETR 
982 SSPC TECH STA/BR - SVC 
983 SSPC TECH STAlBR - SVCTR 
984 SSPC TECH MAlN OFCMTE 
985 SSPC TECH MAIN 0FCMTEi-R 
966 SSPC TECH MAIN OFC-SVC 
987 SSPC TECH MAIN OFGSVCTR 

3 
4 
4 
4 
4 
5 
5 
6 
6 
9 
9 

31 
31 
31 
31 
31 
31 
32 
32 
33 
34 
34 
34 
34 
36 
36 
35 
37 
37 
38’ 
388 
38; 
39’ 
391 
39 
391 
30 
39 
46 
46 
46 
48 
46 
4Ei 
46 
46 
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MODS Operations AssIgned to Adminisbati Cost Pools 

MODS 

968 
649 
999 
650 
664. 
665 
640 
556 
610 
623 
636 
651 
569 
579 
591 
592 
969 
633 
641 
611 
642 
652 
696 
902 
557 

4 572 
689 
653 
692 
654 
607 
566 
691 
643 
959 
956 
656 
657 
693 
656 
694 
659 
696 
661 
662 
663 

MCHANGE OFC RECORD UNIT 
PSDS OPERATlONS 
INVALID OPERATlONS 
BUDGET 6 FIN ANALYSIS 
ADMlN 6 CLER - BUD 6 FIN 
ADMIN 6 CLER - SYS COMPL 
MISC ACTMVlE6 - CN 
OFFICE HORK 6 RECORDSCN 
STEWARDS - CLERKS - CN 
TRAVEL WlTHIN HOURS - CN 
MEETING TIME CN-NOKSUPV 
ADMIN 6 CLER CONTROUER 
CIRA NON CONTROLLER EMPL 
O.D.I.S. NON CONTRLER EM 
O.D.I.S. CONTROLLER EMPL 
c/R4 CONTROLLER EMPL 
STAT PROGRAMS-INTERNAT 

MISC HIJM4N RESOURCE ACT 
STEWARDS - CLERKS - HR 
MEETING TIME HR-LABOR RL 
LABOR RELAT ACTMTIES 
ADMIN 6 CLER - LABOR REL 
TRAVEL WlTHlN HOURS - HR 
OFFICE WORK AND RECORDS 
PERSONNEL SECTION 
ADMIN 6 CLER-PERSON SVCS 
SAFEI-Y 6 HWTH 
ADMIN 6 CLER-SAFEWHLTH 
EEO/AFFlRhViTlVE ACTloN 
ADMIN 6 CLER-EEO/AFFIRM 
TRAINING INSTRUCTORS 
ADMIN 6 CLER - TRAINING 
MEETING TIME HR-PERSONNL 
LIMITED DU-IY 
REHABILITATION 
ACCOUNT MANAGEMENT 
TECH SALES 6 SERVlCES 
ADMIN 6 CLER-TECH SALES 
MERCHANDlSlNG/PROMOTlON 
ADMIN 6 CLER-MCHD 6 PROM 
COMMUNICATION6 
ADMIN 6 CLER-COMMUNICATN 
CONSUMER AFFAIRS 
ACCOUNTABLE PAPER 
ADMIN6CLER-M6C 

52 
63 
53 
54 
64 
55 
56 
56 
56 
66 
56 
56 
57 
57 
57 
57 
57 
58 
61 
61 
61 
61 
61 
61 
62 
62 
62 
63 
63 
64 
64 
65 
65 
66 
66 
69 
71 
72 
72 
73 
73 
74 
74 
76 
77 
78 
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MODS Operafions Assigned to MmlnWatiw Cost Pools 

MODS 
Oper Destiptin coslPool LDC 
903 TRAVEL VVlTHIN HOURS -t&C 2ADM 76 
570 
571 
665 
904 
668 
646 
662 
670 
463 
464 
465 
468 
467 
466 
489 
470 
505 
508 
507 
508 
509 
510 
511 
512 
513 
514 
515 
516 
517 
518 
519 
520 
521 
622 
523 
524 
525 
526 
527 
528 
529 
530 
531 
532 
533 
534 

ADMIN SERVlCES - SUPPLY 
MECUTIVE SECTION 
ADMIN 6 CLER - ADMINIS 
TRAVEL WITHIN HOURS -ADM 
PROCUREMENT 
MGMT INFO SYSTEMS 
ADMIN6CLER MGMT lNF0 SYS 
ADMIN 6 CLER - FAC 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
REGIONAL PROJECT6 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS-Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
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62 
62 
82 
82 
63 

ii 
65 
69 
69 
89 
89 
89 
89 
89 

~69 
89 
89 
89 
69 
69 
89 
69 
89 
89 
89 
69 
69 
69 
89 
89 
89 
89 
89 
69 
89 
89 
69 
89 
89 
69 
89 
89 
89 
89 
69 
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MODS Operations Assiined to Admlnistratb& Cost Pools 

536 
537 
538 
760 
761 
782 
763 
789 
784 
785 
786 
787 
780 
m 
776 
668 
969 
989 
990 
991 
992 
993 
994 
995 
996 

5 997 
998 
905 
906 
551 
552 
920 
922 
924 
342 
698 
699 
700 
701 
702 
770 
927 
928 
932 
705 
707 

MODS 
Oper Descriptio 
535 HEADQUARTERS PROJ&TS - Non Sup 

cost Pool LDC 
24DM 89 

89 
89 
89 
90 
91 
92 
93 

2 
95 
96 
97 
98 

Spedal 0pl?lations 
Special opl%wions 
Special Opedions 
Speckl Operations 
Special Operations 
Special Operations 
Spedal Operations 
Sped Opdions 
Spedal Operations 
Special OpzraWns 
Special Opxatbns 
Special Operations 
Special Operations 
Special Operations 

HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
HEADQUARTERS PROJECTS - Non Sup 
TRAINING - OPER SUPPORT 

. TRAINING - MAlL PROCESS 
TRAINING - DELIVERY SERV 
TRAINING - PLANT 6 EQUlP 
TRAINING - VEHICLE SERV 
TRAINING - CUST SERVICES 
TRAINING - CONTROLLER 
TRAINING - HUMAN RESOUR 
TRAINING - MKT 6 COMMUN 
TRAlNlNGADMlNlSTRATlON 
INCOMING LTRS TO ROUTEBOX 
INCOMING FLATS TO ROUI-E’BOX 
FLOWED AS FINALIZED 
LOANED AS OFFICER-IN-CHARGE 
LOANED TO HEADQUARTERS 
LOANED AS SUPERVlSOR 
LOANED AS CLERK 
LOANED AS MAIL HANDLER 
LOANED AS CARRIER 
LOANED AS SPECIAL DLVRY MSSGR 
LOANED AS VMF MECHANIC 
LOANED AS M4lNT BLDG SERVlCES 
LOANED AS RURAL CARRIER 
TIME 6 A-ITENDANCE CORRECTION 

24DM 
2AJJM 
2ADM 
2ADM 

tE 
2ADM 
24DM 
2ADM 
2ADM 
2ADM 
2ADM 
2ADM 
2ADM 
2ADM 

EE 
2ADM 
2ADM 
2ADM 
2ADM 
2ADM 
2ADM 
2ADM 

2: 
2ADM 
2ADM 
2ADM 

2Adm hq 

Mmhq 
2Aclm-out 
2Adm-out 
2Adm,out 
ZAdm,out 
2dm-out 
2Adm,out 
%kim-out 
2AdqOut 
2Adm,out 
2Adm,out 
2Adm-out 
2Adm-out 
2Adm-out 
*rn-out 
2Adm-out 

INQiJlRY AND CWMS 
INQUIRY AND CLAIMS 
MGR. ENGRG TECH UNIT 
MGR. IN-PLANT SUPPORT 
MGR. ADDRESS INFO SYSTEM 
Q!&L COOR-SUPERVlSORY EMP 
SUPV. AUTOMATION-MP 
SUPV, MECHANKATlON-MP 
SUPV, MANUAL-MP 
SUPV. OTHER DIRECT&%= 
SUPV. lNDIRECT-MP 
SUPV. RBCS SYSTEMS ADMIN 
MANAGER, DISTRIBUTION OPERATION 
SUPERVISOR, DISTRIBUTION OPERATI 
SUPV. INTERNATIONAL 
SUPV - DELIVERY SERVlCES 
SUPV- ROUTE EXAMINATION 
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bachmen! 1 -Response to Presiding Ofticet’s lnfonnation Request 33, question t2 6616 

MODS Opetatbns k..skped to AdminWatb Cost Pools 

MODS 
Oper Description 
708 SUPV- OTHER DELWCUST 
364 STANDBY - DELIVERY SRVS 

conPool LDC 
2Adm-out 20’ 

613 
622 
632 
714 
716 
718 
720 
722 
724 
726 
728 
730 
713 
715 
717 
719 
721 
723 
725 
727 
729 
733 
734 
735 

4 736 
737 
730 
739 
740 
614 

:: 
743 
731 
732 
768 
709 
710 
711 

~750 
759 
760 
676 
933 
951 

STEWARDS - CARRIERS 
TRAVEL WITHIN HRSDS 
MEETING TIME - DS 
VIM ROUTE’- OFFICE 
2.TRIP BUSINESS - OFFlCE 
l-TRIP BUSINESS - OFFICE 
RESIDENTW. FOOT-OFFICE 
RESlDENTlAL MOTOR-OFFICE 
2TRIP MIXED FOOT-OFFICE 
ZTRIP MDED MOTOR-OFFICE 
ITRIP MXED FOOT-OFFICE 
ITRIP MIXED MOTOR-OFFICE 
VIM ROUTE - STREET 
2.TRIP BUSINESS - STREET 
I-TRIP BUSINESS - STREET 
RESIDENTW. FOOT-STREET 
RESIDENTIAL MOTORSTREET 
ZTRIP MKED FOOT-STREET 
2TRIP MIXED MOTOR-STREET 
1 TRIP MIXED FOOT-STREET 
ITRIP MD(U) MOTOR-STREEF 
PARCEL-POST-STREET 
PARCEL-POST-OFFICE 
RELAY-STREET 
RELAY-OFFICE 
COMBINATION-STREET 
COMBINATION-OFFICE 
CARRIER DRNERS - STREET 
CARRIER DRIVERS - OFFICE 
STEWARDS - SD MESS 
SPECW DELIVERY MSNGR 
CtlYEMP ON RURAL ROUTES 
CARRIER CUSTOMER SUPPORT 
COLLECTION STREET 
COLLECTIONS OFFICE 
CllY CARRIER - TERT DIST 
ROUTERS 
ROUTERS 
ROUTERS 
MANAGER FLEET OPERATIONS 
SUPVR FLEET OPERATIONS 
SUPV - VEHICLE MAINT 
ADMIN 6 CLER WINT SUPPT 
MGR, MAINT ENGINEEWOPER 
SUPV-OPER EQUIP MAINT 

2Adm~out 
Udlll-Out 
2Adm-out 
2Adm-out 
%dm-out 
2Adm-out 
2Adm,out 
2Adm-out 
zAdm,out 
2Adm,out 
2Adm-out 
2A6l-ll~OUl 
2Adm-out 
2Adm-out 
2Adm,out 
ZAdm-out 
2Adm,out 
2Aclm-out 
2Adm,oul 
2Adm-out 
2Adfll-Out 
2Adm-out 
2Adm-out 
2Adm-out 
2Adm-out 
2Adm,oui 
2Adm-out 
2Adlll-Out 

2Adm,out 
24dm-out 
mm-out 
2Adm-out 
24dm,wt 
2Adm-out 
2&tm,out 
2Adm,out 
iAd~OUt 

?Adm,out 
24dm~oul 
2Adm,out 
24dm,oul 
2Adm-oui 
2Adm-out 
2Adm-out 
2Adlll-Out 
2Adm-out 

2 
21 
21 
21 
21 
21 
21 
21 
21 
21 
21 
21 
22 
22 

~22 
22 
22 
22 
22 
22 
22 
231 
231 
23 
23 
23 
23 
23 
23 
24 
24 
2!j 
26 
27 
27 
213 
2!a 
2!a 
2’8 
310 
30 
30 
3.5 
35 
35 
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Akachment 1 -Response to Presiding Officefs Information Request #3, quertion 32 6617 

MODS Operations Assigned to Admhktralirre Cost Pools 

Oper Descrfption cost Pool LDC 
952 SUPV-MAINT. OPERATIONS SUPPORT 2Adm-out 35 
953 MANAGER, FIELD UWTENANCE OPER 
706 
929 
599 
635 
703 
923 
936 
937 
841 
601 
655 
946 
948 
949 
950 
671 
455 
456 
457 
456 
459 
480 
461 
462 

.f 471 
472 
473 
474 
475 
476 
4n 
470 
479 
400 
401 
482 
403 
404 
485 
486 
407 

SUPERVISORS - CUST SERV 
MGR, CUSTOMER SERVlCES OPERATI 
MANAGER, FINANCE 
MEETING TIME-FINANCE-SUPV 
SUPV- FINANCE 
STATISTICAL PROGRAMS COORDINAT 
MGR ACCOUNTING SERVICES 
GEN SUP PSDS OPERATIONS 
MEETING TIME HR-SUPV 
MANAGER. CUSTOMER SERVlCES SUP 
SUPRV. BUSINESS MAIL ENTRY 
MGR, POSTAL BUSINESS CENTERS 
MGR, COMMERClAL ACCOUNTS 
MGR. CONSUMER AFFAIRS 6 CLAIMS 
MGR. MAILING REQUIREMMS 
POSTM4STERflNSTALL HEAD 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
REGIONAL PROJECTS 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEAWUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS-SUP 
HEADQUARTERS PROJECTS - SUP 

2AdmLout 
2Adm-out 
2Adm,out 
2Ad~OUt 
iAdltl-Out 

Z%lm,out 
2Adm,out 
ZAdm,out 
2Adm,out 
2Adm,out 
2Adm-out 
2Adm,out 
2Adm-oti 
2Adm-out 
24dm-out 
2Adm,out 
2Adm,out 
2Adm-out 
2Adm,oti 
2Adm-out 
%dm-out 
2Adm-out 
iSUrn_out 
2Adm,out 
2Adm-out 
2Adm-out 
%dm,out 
2Adm-out 
2Adm,out 
24dm-out 
ZAdrn-out 
2Adm-out 
2Adm-out 
2Adm,out 
2Adm-out 
2Adm,out 
2Adm-out 
2Adm,out 
2Adm-out 
2Adm,out 
2Adm-out 
2Adm-out 
2Adm,out 
2Adm-out 
2Adm-out 

35 
40 
40 
50 

:,” 
so 
50 
50 

;i 
70 
70 
70 
70 
70 
60 
80 
66 
80 
00 
88 
88 
80 
60 
00 
88 
80 
08 
86 
68 
80 
80 
80 
88 
80 
00 
66 
88 
88 
88 
88 
60 
80 
88 
00, 
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Attachment I- Response to Presiding Officefs lnfonnation Request Y3, question 22 

MODS OperatMs Assigned to Adminktrath Cost Pools 

493 
494 
495 
496 

.497 
498 
499 
500 
501 
502 
503 
504 
944 
954 
955 

MODS 
Oper Description cost Pool LDC 
492 HEADQUARTERS PROJECTS - SUP 2Adm-out 8ii 

88 
00 
68 
88 
88 
88 
80 
80 
83 
88 
88 
60 

HEADQUARTERS PROJECTS-SUP 
HEADQUARTERS PROJECTS-SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS-SUP 
HEAWUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 
HEADQUARTERS PROJECTS - SUP 

2Adm-out 
2Adm-out 
2Adm-out 
2Adm-out 
2Adm-out 
2Adm-out 
2Adm-out 
ZAdrn-out 
Mm-out 
2Adm-out 
24dm-out 
2Adm-out 
2Adm-out 
2Adm-out 
2Adm-out 
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1 CHAIRMAN GLEIMAN: Anyone else? 

2 [No response. 1 

3 CHAIRMAN GLEIMAN: Nine participants requested 

4 oral examination of witness Degen -- ADVO, the Alliance of 

5 Non-Profit Mailers, the Direct Marketing Association -- 

6 excuse me. I'm sorry. 

7 MR. BERGMAN: Excuse me, Chairman Gleiman. There 

8 is one additional designation of written cross examination 

9 we'd like to put into the record. 

10 CHAIRMAN GLEIMAN: All right. If you could please 

11 approach the witness and show the witness the additional 

12 materials. 

13 MR. BERGMAN: Michael Bergman representing the 

14 Direct Marketing Association. 

15 Mr. Degen, I'm handing you -- 

16 CHAIRMAN GLEIMAN: You're going to have to speak 

d7 up a little bit. 

18 MR. BERGMAN: I'm sorry. 

19 Mr. Degen, I'm handing you what's been marked as 

20 your response to DMA/USPS-T-12-12, which was filed on 

21 October 15, 1997, and I would like to ask whether this would 

22 be -- whether this was prepared under your supervision or 

23 prepared by you. 

24 THE WITNESS: Yes. 

25 MR. BERGMAN: If you were going to respond to that 
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interrogatory response today, would your answers be the 

same? 

THE WITNESS: Yes, they would. 

MR. BERGMAN: Okay. 

Chairman Gleiman, I'm handing two copies of -- of 
.DMA 

Mr. Degen's response to-B&%/USPS-T-12-12 to the court 

reporter and ask to move that into evidence as written cross 

examination designation. 

CHAIRMAN GLEIMAN: I'll direct that it be -- that 

the additional designated written cross examination be 

accepted into evidence and transcribed into the record at 

this point. 

[Additional Designation of Written 

Cross-Examination of Carl G. Degen 

was received into evidence and 

transcribed into the record.] 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, D.C. 20266-6001 

i 
POSTAL RATE AND FEE CHANGES, 1997 i Docket No. 1197-l 

I 

RESPONSE OF UNITED STATES POSTAL SERVICE 
WlTNESS DEGEN TO INTERROGATORY OF 

THE DIRECT MARKETING ASSOCIATION, INC. 
(DMAAISPS-Tl2-12) 

The United States Postal Service hereby provides the response of witness Degen 

to the following interrogatory of the Direct Marketing Association, Inc.: DMAIUSPS- 

T12-12, filed on October 1, 1997. 

The interrogatory is stated verbatim and is. followed by the response. 

Respectfully submitted, 

UNITED STATES POSTAL SERVICE 

By its attorneys: 

Daniel J. Foucheaux, Jr. 
Chief Counsel, Ratemaking 

475 L’Enfant Plaza West, S.W. 
Washington, DC. 2026&l 137 
(202) 266-2992; Fax -6402 
October 15, 1997 
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Response of United States Postal Service Witness Degen 
to Interrogatories of the Direct Marketing Association, Inc. 

DMANSPS-112-12. Please refer to your response to MPAAJSPS-T12-8e 
and LR-H-277, spreadsheet mpe8e.xls, where you show the distribution of 
costs for ‘mlgrated” IOCS tallies. Please provide the distribution to subclass 
of the costs for these tallies if they had remained in the window service end 
administrative/support cost components (C/S 3.2 end 3.3). Plea:se provide 
this information in an electronic spreadsheet format. 

DMAIUSPS-T12-12 Response. 

The exercise most closely corresponding to that performed in response to 

MPAIUSPS-Tl2-8e for the given scenario is to determine the change in the 

output of program ADMWIN that results from adding the ‘migrated’ tallies 

to the MODS administrative/window eervlce tally set. The cost pool 

weighting factors (see L&H-148, p. IV-21 were also modified to reflect the 

IOCS costs and estimated cost pool costs associated with the migrated 

,f tallies. The results of this exercise will be filed in LR-H-298 as spreadsheet 

DMA-12.~1~. Procedures for the distribution to suboless of costs associated 

with activity codes that are not redistributed within program ADMWIN are 

described in LR-H-1, section 3.3.4. 
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1 CHAIRMAN GLEIMAN: Anybody else? 

2 MR. KOETTING: Mr. Chairman, if I could just get a 

3 clarification. As we said in our notice of the 14th, we 

4 --we did hope at this point to enter 146 and 185 -- library 

5 references H-146 and 185 -- into the record. 

6 Was our earlier -- did our earlier discussion 

7 indicate that that wouldn't be appropriate at this time or 

8 that, merely, if we did that, the parties would have the 

9 opportunity to cross examine later? Because we're prepared 

10 to do that at this point. 

11 CHAIRMAN GLEIMAN: Well, let -- let's add them at 

12 this point. 

13 MR. KOETTING: Thank you. 

14 CHAIRMAN GLEIMAN: I was asked about the two 

15 library references, and my response was that -- let's put 

16 them in the record at this point, recognizing that there are 

17 outstanding and continuing objections and concerns. ,? 
18 BY MR. KOETTING: 

19 Q Mr. Degen, I’m handing you copies of library 

20 reference H-146 and library reference H-185. Are you 

21 familiar with these documents? 

22 A Yes, I am. 

23 Q Were they prepared by you or under your 

24 supervision? 

25 A Yes, they were. 
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Q Are you prepared to sponsor them as your testimony 

in this proceeding? 

A Yes, I am. 

MR. KOETTING: Mr. Chairman, subject to the 

conditions discussed earlier, the Postal Service would move 

that these library references be accepted into evidence, 

U.S. Postal Service Library Reference H-185, First-Class 

Mail Characteristics Study, and Library Reference H-146 on 

MODS-Based Costing. 

CHAIRMAN GLEIMAN: If you'd provide copies to the 

court reporter, I'll direct that -- 

Are there any objections? I know that there are 

some. We'll reserve everybody's rights. 

I'll direct that the two library references in 

question be accepted into evidence. As is our practice, 

they will not be transcribed into the record. 

[Library References H-146 and H-165 

were marked for identification and 

received into evidence.1 

CHAIRMAN GLEIMAN: Anybody else? 

[No response.] 

CHAIRMAN GLEIMAN: That brings us to oral cross 

examination. 

As I started to say a moment ago, nine 

participants requested oral cross examination Iof the witness 
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-- ADVO, the Alliance of Non-Profit Mailers, the Direct 

Marketing Association, Dow-Jones & Company, th.e National 

Federation of Non-Profits, the National Newspaper 

Association, the Office of the Consumer Advocate, the Parcel 

Shippers Association, and the United Parcel Service, and I 

note that it's my understanding that Magazine Publishers, 

McGraw-Hill, and Time-Warner reserve their right for 

follow--up cross examination. 

Is there anyone that I missed who wants to cross 

examine this witness? 

[No response.1 

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

that is the case, Mr. McLaughlin? 

CROSS EXAMINATION 

BY MR. MCLAUGHLIN: 

Q Mr. Degen, I'm Tom McLaughlin, representing ADVO, 

Inc., and I have just some brief questions concerning your 

responses to ADVO interrogatory five and six. 

Last week, we had sent some cross examination 

exhibits to your counsel that were identified as ADVO XE-1 

and ADVO XE-2. Did you receive those -- 

A Yes, I did. 

Q -- documents? 

MR. MCLAUGHLIN: Mr. Chairman, at this time, I 

will hand out copies of these two cross examin,ation 

ANN RILEY & ASSOCIATES, LTD. 
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exhibits. And I would ask that -- well, let me identify 

those as we get to the cross examination they relate to. 

BY MR. MCLAUGHLIN: 

Q First, referring you to your response to ADVO 

interrogatory five, this was one where had pre:pared a table 

for you to complete, and the table had been omitted in your 

response, but if you look at ADVO Cross Examination Exhibit 

1, the table that we had shown was the table marked Degen 

Table 5, New Method. Is that correct? 

A Yes. 

Q And your response to interrogatory five said that 

-- said that the data for the old method could be calculated 

from your response to ADVO interrogatory four? 

A That's correct. 

Q And the -- in the cross examination exhibit, that 

is the data under the column marked "Old Methos5.tt Is that 

correct? 

A Yes. It's the first column of numbers. 

Q Okay. So that this table, then, subject to any 

revisions that have been made to your testimony since then, 

would have been responsive to the original ADVO 

interrogatory number five. Is that correct? 

A Yes. 

Q Now, I understand that you have made some changes 

dated Qctober 17th to the Table 5, New Method, numbers. Is 

ANN RILEY & ASSOCIATES, LTD. 
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that correct? 

A That's correct. 

Q I'll go through a couple of those in a moment, but 

is it fair to say that the changes you made do not have any 

real appreciable major change in the percentage change 

figures shown in the final column of ADVO XE-l? 

A Yes. 

Q For example, under first-class letters, the 

changes that you have in your recent errata would change the 

percentage from minus-19.6 to minus-19.7 percent. Is that 

correct.? 

A That's correct. 

Q And likewise, for first-class as a whole, the 

number would actually be unchanged at minus-19.1 percent. 

A That's also correct. 

Q And for second-class, total second-class, instead 

of minus-2 percent, it would be minus-l.8 percent? 

A Yes. 

Q For total third-class, instead of minus-g.3 

percent, it's minus-g.1 percent. 

A That's correct. 

Q And likewise, looking at ADVO XE-1, total 

fourth-class, instead of minus-15.7 percent, it's minus-14 

percent. 

A That's correct. 
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Q Okay. 

Now, I'd like to refer you to your response to 

ADVO T-.12-6. 

MR. MCLAUGHLIN: And this is another one, Mr. 

Chairman, where the response did not include a table that's 

referenced in the question. That table is included in the 

designated materials that will appear in the record. 

BY MR. MCLAUGHLIN: 

Q But you confirmed our table, subject to some 

qualifications that perhaps it wasn't the best comparison. 

Is that correct? 

A That's correct. 

Q And the comparison you suggest is a comparison of 

total cost segment three costs in the old method versus the 

new method. Is that -- base year versus fiscal year. Is 

that correct? 

A Yes, that's correct. 

Q And if you look at ADVO XE-2, which I have handed 

out to you, does this reflect a -- a comparison of fiscal 

year '96 versus base year '96 cost segment thr'ee total 

Costs? 

A Yes, it does. 

Q And so, this would be the comparison that you 

would say would be more appropriate. 

A Yes. 
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MR. MCLAUGHLIN: Mr. Chairman, I would ask that 

both of these cross examination exhibits be identified as 

ADVO XE-1 and ADVO XE-2, and since the witness has vouched 

for them, I would ask that they be received into evidence. 

CHAIRMAN GLEIMAN: Is there any objection? 

MR. KOETTING: I certainly have no objection. I 

think i.t might be clearer if we do note at this point that, 

in ADVO XE-1, the second column of numbers, which is the 

column labeled "Degen Table 5, New Method," that those 

numbers were included in the revision, as Mr. McLaughlin 

discussed. The changes aren't necessarily material, but to 

reflect the current -- to match with the testimony, you'd 

need to substitute the -- the revised numbers from Table 5 

into that column. 

MR. MCLAUGHLIN: That's correct. If you wanted to 

have the absolutely precise numbers, you would use the 

errata. 

CHAIRMAN GLEIMAN: ADVO XE-4 and ADVO XE-2 will be 

received into evidence. 

MR. MCLAUGHLIN: That completes my 

cross-examination. 

CHAIRMAN GLEIMAN: And transcribed into the 

record. I’m sorry. 

[Cross-Examintaion Exhibit NOS 

ADVO-XE-1 and ADVO-XE-2 were 
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received into evidence and 

transcribed into the record.1 
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ADVO-XE-1 

p/96 Distributed Mail Processing Costs by Subclass 
. . . ,,. I, $1 I 

Pfter Dlstrlbutlon of MlxNMd and Other’ Costs 

FiRSTClASS 
Letters 
Private mailing cards 
Postal cards 
Presort letters 
Presort cards 

TOTALFIRST 

5,792.212 4,855.673 (1,136,539) 
188,946 133.268 (53,658) 

3,733 3,062 (671) 
1,250.959 1,063.505 (187,454) 

48.270 35,765 (12.505) 
7,282.120 5,891.293 (1.390.627) 

Priority 454,660 477.093 
Express 70,625 84,370 
Mailgrams 125 75 

SECOND CLASS 
Within County 
Regular 
Nonprofit 
Classroom 

TOTALSECOND 

16,547 15.161 (136) 
466,694 461.201 (5,493) 

85.600 60.618 (5,182) 
4,765 5,632 867 

573,808 562,612 (11,194) 

THIRDCLASS 
Single Piece 
Carrier Route 
Non-CR 
ERR 
NP Carrier Rou:te 
NP Non-CR 
NP 

TOTALTHIRD 

96,195 78,184 (16,011) 
269,270 265,772 (3,498) 

1.709,177 1,540.108 (169,069) 
1,978.447 1,805.880 (172,567) 

29,063 28.895 w58) 
410,728 366,726 (44,002) 
439,791 395.621 (44.170) 

2,514,433 2.279.885 (234,748) 

4TH CLASS 
Parcels 
BPM 
Special 
Library 

TOTALFOURTH 

176,466 156,650 (19,816) 
85,865 73.210 (12,655) 
68.610 67.076 (21.534) 
20,254 16,065 (4.189) 

371.195 313,001 (58,194) 

USPS 
Free for Blind 
International 
Special Services 

105,359 77.044 
~11,478 10,022 

267,904 206,773 
218,664 139,761 

TOTAL 11.870,369 10,042,529 

ADVONSPS- 
T12-4 

DeQen 
Table 5 

-19.6% 
-28.7% 
-18.0% 
-15.0% 
-25.9% 
-19.1% 

23,233 5.1% 
13.745 19.5% 

(56) -40.0% 

-6.4% 
-1.2% 
-6.0% 
18.2% 
-2.0% 

-16.7% 
-1.3% 
-9.9% 
-6.7% 
-0.6% 

-10.7% 
-10.0% 

-9.3% 

-11.2% 
-14.7% 
-24.3% 
-20.7% 
-15.7% 

(28.315) 

(1,456) 
(61,131) 

VW’W 

-26.9% 
-12.7% 
-22.8% 
-36.1% 

(1.627,840) -15.4% 
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ADVO-XE-2 

Cost Seament 3 -Total ClerWMa 

FIRST CLASS 
Letters 
Presort letters 
Cards 
Presort cards 

TOTAL FIRST 

Priority 
Express 
Mailgrams 

SECOND CLASS 
Wdhin County 
Regular 
Nonprofit 
Classroom 

TOTAL SECOND 

THIRD CLASS 
Single Piece 
Carrier Route 
Non-CR 
BRR 
NP Carrier Route 
NP Non-CR 

.f NP 
TOTAL THIRD 

4TH CLASS 
Parcels 
BPM 
Special 
Library 

TOTAL FOURTH 

USPS 
Free 
International 
Special Services 

TOTAL All-RIB. 

INSTITUTIONAL 

ACCRUED 

% A-ITRIB. 

7,057,055 5.566,303 (1,491,652) 
1,442,451 1.194,689 (247,762) 

250,793 163,370 (67,414) 
56,273 41,349 (14,924) 

0,607.472 6.985.720 (1.621,752) 

554.312 540,853 (13,459) 
192,690 112,436 (80.254) 

141 86 (53) 

19.880 17.386 WQ2) 
521,960 496,960 (25,020) 

97.465 66,934 (6.531) 
5,347 6,005 658 

644,672 609,287 (35,385) 

101,342 82,069 (19,273) 
335.647 305.921 (29,726) 

1 .a21,325 1,605.624 (215.501) 
2.156,972 1,911,745 (245,227) 

34,724 32.442 ww 
442,500 365.597 (56,963) 
477,304 418,039 (59,265) 

2.735.616 2,411.653 (323,765) 

192.577 168,661 (23,916) 
90,143 76,322 (13,821) 
95.741 72,257 (23.484 
20,760 16,453 (4,307) 

399,221 333.693 (65,528) 

147,926 112,772 
13,032 if ,042 

326,727 252,743 
465,646 353,220 

(35.1%) 
(1,QQO) 

(73,984) 
(132.626) 

14,307,659 

2,148,432 

16.456,OQl 

66.9% 

11.723.707 

4,732,392 

16,456,OQQ 

71.2% 

(2.563.952) 

2.583,960 

a 

-21.1% 
-17.2% 
-26.9% 
-26.5% 
-20.7% 

-2.4% 
-41.6% 
-37.6% 

-12.5% 
-4.0% 
-8.8% 
12.3% 
-5.5% 

-19.0% 
-6.9% 

-11.6% 
-11.4% 

-6.6% 
-12.9% 
-12.4% 
-11.0% 

-12.4% 
-15.3% 
-24.5% 
-20.7% 
-16.4% 

-23.6% 
-15.3% 
-22.6% 
-27.3% 

-18.1% 

120.3% 

0.0% 

. . 
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CHAIRMAN GLEIMAN: Alliance of Nonprcfit Mailers. 

MR. LEVY: Thank you, Mr. Chairman. 

Is my mike on? 

CHAIRMAN GLEIMAN: Either that or your voice is 

carrying well today. 

MR. LEVY: That's unusual. 

CROSS EXAMINATION 

BY MR. LEVY: 

Q Good morning, Mr. Degen, I'm David Levy, for the 

Alliance of Nonprofit Mailers. 

A Good morning. 

Q You know, your testimony discusses the IOCS 

methodology; is that correct? 

A Yes, it does. 

Q And you've testified about the IOCS in previous 

dockets,. haven't you? 

A With respect to certain aspects of IOCS, yes, I 

have. 

Q Well, for example, in Docket R94-1, you sponsored 

a supplemental testimony that reclassified IOCS tallies for 

Second Class in-county mail? 

A That's correct. 

Q And those tallies had originally been 

misclassified? 

A That's correct. 
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Q Now in preparing for the present case, about how 

many hours have you personally spent working with the IOCS? 

I don't need a precise number, just an order of magnitude. 

A Several thousand. 

Q And other professionals at Christensen Associates 

have also spent time working with the IOCS in preparation 

for this case? 

A Yes, they have. 

Q And order of magnitude about how many hours did 

they spend? 

A Many thousands. 

Q So if I want to ask about how the IOCS tallies are 

taken, you're the best witness the Postal Service has in 

this case? 

A I'm not really familiar with the other witnesses, 

but I think I can help. 

Q All right. Now after IOCS tallies are taken, 

they're supposed to be checked for errors and anomalies, 

that sort of thing? 

A Yes. 

Q And those checks are called edit checks? 

A Yes. 

Q And they are supposed to be performed before the 

IOCS tallies are used to distribute costs? 

A Yes. 
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Q Now what does the Postal Service or Christensen 

Associates in this case do with a tally if it's discovered 

that the tally is anomalous? 

A It depends on the nature of the anomaly. 

Q Are there circumstances when the tally is simply 

discarded? 

A Yes. 

Q Are there circumstances in which an assumption is 

made that the tally should be reassigned to a different 

class or subclass of mail? 

A Those are generally in the nature of -- if there 

are ambiguities in the mail class assignment, recoding the 

tally to a corresponding mixed mail tally that would be at a 

level of aggregation above the ambiguity. 

Q And then the mixed mail -- the costs associated 

with the mixed mail tallies would then be attributed to 

individual subclasses in proportion to the tallies that are 

deemed to be valid? 

A Depending on the nature of the tally and whether 

the tally-taker observed the person handling containers or 

items the mixed methodology -- or the mixed mail 

distribution would be essentially in proportion to either 

direct tallies or the counted item contents. 

Q Approximately how many worker hours did the Postal 

Service spend in this case in edit checks and related work 

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 

<.J7 

18 

19 

20 

21 

22 

23 

24 

25 

6637 

A I believe that's true. So it would be an anomaly. 

Q And what are the IOCS guides or instructions say 

about disposing of such a tally? 

A I'm not sure. I'd have to look that up. 

Q Where would you look it up? 

A I believe the codes instructions, which are the 

instructions for recording information into the automated 

data collection system, are in Manual F-45, and that would 

tell the data collector how to enter the data. 

Q And that's been marked as a library reference, 

hasn't it? 

A Yes, I believe it has. 

Q Okay. Let me ask you about a different kind of 

hypothetical. Suppose that this tally involves nonprofit 

Standard A mail. In this case it's a single piece of 

flat-shaped mail, and the piece is recorded as weighing six 

pounds and six ounces. Again, you would agree this would be 

an anomalous tally, because the recorded weight is more than 

16 ounces? 

A Yes. 

Q Do you have any idea of how the F-45 handbook 

would call for the disposition of such a tally? 

A No, not at this time. 

Q Let me ask you a different question. 

A I'd be happy to get back to you on those 
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1 questions. I mean, that's something I could verify and give 

2 you a response on. 

3 MR. LEVY: Thank you. I'd appreciate that. And 

4 if the Postal Service doesn't object, I would make that a 

5 request. 

6 MR. KOETTING: We'll mark it down and get back to 

7 you. 

8 BY MR. LEVY: 

9 Q Now some tally errors are not obvious on their 

10 face. For example, if a piece of Standard A commercial mail 

11 were inadvertently recorded as Standard A nonprofit mail, 

12 there's no way you could tell from looking at the tally that 

13 the piece was misrecorded. Isn't that right? 

14 A Well, I'm not aware of any way you could tell that 

15 it was commercial mail to begin with. 

16 Q Exactly. Does the Postal Service have any 

27 additional safeguards to try to catch those kinds of 

18 nonobvious errors? 

19 A There are substantial efforts made to avoid those 

20 kinds of errors in the form of training of data collection 

21 technicians and supervision by the statistical program 

22 coordinators. I'm not aware of any way you could identify 

23 an error like that after the fact, so the efforts to prevent 

24 them are before the fact. 

25 Q How many data collection technicians were involved 
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1 in the IOCS work for this case? Order of magnitude. 

2 A Several hundred. 

3 Q And how many statistical programs coordinators or 

4 SPCs were involved in the same task? 

5 Let me restate that. Were involved in preparation 

6 of IOCS tallies in this case. 

7 A Actually let me revise my earlier answer. There 

8 were probably several hundred statistical program 

9 coordinators and several thousand data collection 

10 technicians. 

11 Q How many hours did the average SPC spend educating 

12 the data collection technicians before the fact? 

13 A That would be very difficult to answer, because it 

14 would involve the average tenure of an SPC and how much 

15 training they've received over the years. 

16 Q I'm sorry -- 

,717 A Sorry, of the data collection technicians, you 

18 know, depending on how long they've worked for the Postal 

19 Service, the amount of training would vary. 

20 Q For how many rate cases has the -- for how many 

21 years have the current IOCS instructions been in effect? 

22 A Exactly as they stand today? 

23 Q Well, let's start with that. 

24 A I believe there are some minor revisions to the 

25 instructions almost every year 
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1 Q Okay. For how long have the instructions been 

2 approximately the same as they are today? 

3 A I think they'd be substantially the same since its 

4 inception, and I’m not sure when that was. 

5 Q Well, let me ask you this. For how many hours a 

6 year does an average SPC spend educating data collection 

7 technicians? 

8 A My understanding is that the primary function of 

9 the SPC is to manage, train, and review the work of the data 

10 collection technician, so the exact separation of the work 

11 year among the management, the training, and the supervision 

12 I’m not certain of. 

13 Q Well, in this case or in preparation for this case 

14 how many hours did the average SPC spend monitoring data 

15 collection technicians recording IOCS tallies? 

16 A I can't answer that. 

,a7 Q Any order of magnitude? 

18 A Some fraction of a full work year. I mean, as I 

19 indicated, their job is to manage, train, and supervise, and 

20 that's what they do with all of their time. T:he division 

21 among those tasks I'm not sure of. 

22 Q Has the Postal Service sponsored any tests to 

23 verify whether the before the fact education oE data 

24 collection technicians is effective in avoiding errors? 

25 A My understand is that the policy is ,that 
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supervisors -- or statistical program coordinators, and also 

training teams from higher level units within the Postal 

Service, do conduct reviews of people's work. They watch 

them take audits, and in that sense identify the kind of 

errors you're talking about. As I've indicated, I'm not 

aware of any way to do it after the fact. 

Q Well, what kind of error rates are identified? 

A I don't believe the purpose is to identify an 

error rate. I believe the purpose is to identify 

misunderstandings on the part of data collection technicians 

and correct them. 

Q Well, does the review provide data which indicate 

any -- from which data rates -- do the reviews of the data 

collection techniques -- technicians generate any data from 

which error rates can be inferred? 

A Not that I'm aware of. 

Q If such data existed, is it likely t~hat you would 

be aware of them? 

A I believe so. 

Q Thank you. 

Now, let me go to a slightly differe:nt topic, 

again a hypothetical. Well, the first questio:n is not a 

hypothetical. Under the proposed rate classification, a 

piece of Standard A mail that weighs more than the break 

point of 3.3 ounces is, by definition, a non-letter. Isn't 
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1 that right? 

2 A I'm not sure. 

3 Q Okay. 

4 Would you accept, subject to check, that the rate 

5 schedule for Standard A letters doesn't go beyond 3.3 

6 ounces? 

7 A Yes. 

8 Q Now, when IOCS clerks distinguish between letters 

9 and non-letters, do they consider only the outside 

10 dimensions of the piece, or do they also consider the weight 

11 of the piece? 

12 A I'm not certain. I'd have to check that. 

13 Q And where you would check would be the F-45 

I.4 handbook? 

15 A That's correct. 

16 Q Suppose that, in looking at non-profit Standard A 

37 tallies, you found a single-piece letter -- you found a 

18 tally of a single-piece letter that weighed between 15 and 

19 16 ounces. Do you understand that hypothetical assumption? 

20 A Yes, I do. 

21 Q Now, if -- if -- if it is, in fact, correct that a 

22 piece weighing more than 3.3 ounces is, by definition, a 

23 non-letter, then that tally would be anomalous, wouldn't it? 

24 A Yes, it would. 

25 Q~ Now, in your testimony in supporting library 
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1 references, you note that tallies can be taken of things 

2 that consist of more than one piece of mail. Isn't that 

3 correct? 

4 A Yes, it is. 

5 Q Some of those are containers, correct? 

6 A Yes. 

7 Q A container is something on wheels? 

8 A Basically, yes. 

9 Q And other things that can have more than one piece 

10 are called items? 

11 A That's correct. 

12 Q And items consist of, for example, bundles and 

13 trays and sacks? 

14 A Yes, those would all be included as i.tems. 

15 Q Now, when the IOCS data collector catches a postal 

16 employee working on a container or an item, is the data 

..a7 collector supposed to record the weight of the entire 

18 container or item, or is the data collector supposed to 

19 record the weight of a representative piece? 

20 A I'm not sure. 

21 Q Well, let me ask you a narrower question. Suppose 

22 at the point of data -- moment of data collection the Postal 

23 Service employee is holding a bundle -- a bundle of mail. 

24 IS the -- is the tally supposed to reflect the weight of the 

25 entire bundle or the weight of a single piece in the bundle? 

6643 
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1 A I'd have to check that. 

2 Q Again, would you check in F-45? 

3 A Yes. 

4 Q Suppose that the -- at the point of data 

5 collection the employee is working on a container that 

6 itself -- that, in turn, contains a number of items. Do you 

7 follow my question? 

8 A Yes, I do. 

9 Q What would the tally-taker record, the weight of 

10 the container, the weight of an individual item, or the 

11 weight of a representative piece? 

12 A I would have to check that. 

13 Q Do you know how a data collector is :supposed to 

14 verify whether a container of mail has mail in only one 

15 subclass versus mixed mail? 

16 A They're supposed to look at the contents. If, for 

,J 7 instance, the contents are all sacks with identical labels 

18 and they open -- they open some of the sacks, they can use 

19 their judgement to determine whether or not it's an 

20 identical mailing. Depending on the time available to 

21 review it, they -- they have to do the best they can. 

22 Q Suppose time is not a constraint -- 'that is, that 

23 there is not a critical dispatch coming up soon -- 

24 A Uh-huh. 

25 Q -- so that they have the leisure of :Looking at 
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1 everything in the container or item. 

2 A Yes. 

3 Q How many pieces are they supposed to look at 

4 before they decide that it -- the contents are mixed versus 

5 not mixed? 

6 A Enough to convince themselves that it's mixed or 

7 not mixed. 

8 Q Is there an objective standard for when the number 

9 of pieces looked at is sufficient to be convincing? 

10 A Not that I'm aware of. A lot has to do with -- 

11 with the kind of mail that ends up being in the -- in the 

12 container. 

13 Q Are there multiple standards prescribed by the 

14 Postal Service for when looking -- when enough pieces should 

15 be looked at to be convincing depending on the kind of mail? 

16 A I think it's very difficult to set an objective 

J-7 standard, because the range of things that they might 

18 encounter is so great. 

19 Q And there is no objective standard promulgated by 

20 the Postal Service. 

21 A I mean, in the extreme, you would -- you might 

22 have to look at everything, but under -- under certain 

23 circumstances, you could -- you could infer from the 

24 similarity of the packaging and the appearance of it being 

25 an identical mailer or at least a -- a mailing of a single 
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1 subclass, you could stop before looking at everything. 

2 Q But it's not always obvious from looking at the 

3 container or item, is it? 

4 A It's not always obvious. 

5 Q For example, you could have trays of mail that 

6 have both commercial and non-profit Standard A mail letters, 

7 as well as first-class letters, if it's -- 

8 A That's -- that's correct. 

9 Q -- deemed to be sufficient? And I'm not sure that 

10 I heard an answer. The Postal Service has not published any 

11 objective standards for when you've looked at enough pieces 

12 to be sure -- 

13 A I’m not aware of any. 

14 MR. LEVY: Thank you. 

15 That's all I have, Mr. Chairman. 

16 CHAIRMAN GLEIMAN: Direct Marketing Association. 

<A7 MR. BERGMAN: Mr. Chairman, Michael Bergman from 

18 Direct Marketing Association. At this time, we will not 

19 conduct any cross examination of witness Degen, but we will 

20 reserve our right to any followup, if necessary. 

21 CHAIRMAN GLEIMAN: Thank you. 

22 That brings us to Dow-Jones & Company. 

23 MR. MCBRIDE: Thank you, Mr. Chairman. 

24 CROSS EXAMINATION 

25 BY MR. MCBRIDE: 
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1 Q Good morning again, Mr. Degen. 

2 A Good morning, Mr. McBride. 

3 Q For the record, I am Michael McBride for Dow-Jones 

4 & Compa.ny. I'm going to have quite a few questions for you. 

5 I've tried to put them in the yes-or-no catego:ry. If you'd 

6 be willing, I'd like you to try to answer them that way. Is 

7 that all right with you? 

8 A I'll try. 

9 Q Great. First, just to set the conte:xt, are you 

10 aware of the cross examination exhibit that Time-Warner's 

11 counsel introduced through witness Bradley yesterday on 

12 productivity? 

13 A I was here when it was introduced. I have not 

14 looked at it. 

15 Q Oh, okay. 

16 Is it a fact, Mr. Degen, that your firm does 

.?I7 productivity studies for the Postal Service? 

18 A Yes. 

19 Q And is it a fact that your firm has :been doing 

20 that for a long time? 

21 A Yes. 

22 Q Now, as a background matter, is it also a fact 

23 that your firm created the methodology that was largely the 

24 basis for a productivity adjustment to the index that is 

25 used to adjust railroad rates? 
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1 A Yes, it is. 

2 Q Do you have in front of you the decision most 

3 recently issued by the Surface Transportation Board 

4 following that methodology that your firm created, that I 

5 provided to your counsel the other day? 

6 A Let's be careful that what Christensen Associates 

7 did with respect to this is the productivity adjustment -- 

8 Q Yes. 

9 A -- to the RCAF, and this notice is basically -- 

I.0 includes things that we did not design. 

11 Q That's quite correct. And the RCAF, for the 

12 record, is Rail Cost Adjustment Factor? 

13 A Yes. 

14 Q And the paren "adjusted" after it is the 

15 adjustments you're referring to. Is that correct? 

16 A Yes. 

,J 7 Q And that's the -- the adjustment that your firm is 

18 largely responsible for creating. 

19 A That's correct. 

20 Q Now, sir, if you would, please, turn to the 

21 appendix in Table A to that decision, and directing your 

22 attention to footnote five. 

23 A I see it. 

24 Q Just to move this along, does that footnote 

25 reflect that the productivity adjustment applicable to the 
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1 railroad industry for 1991 and '95 was 5 percent per year? 

2 A That's correct. 

3 Q Now -- and is it a fact that the railroad industry 

4 is a service industry and not a manufacturing industry? 

5 A That's correct. 

6 Q Now, are you also familiar with productivity 

7 numbers: that Postal Service witness Tayman introduced into 

8 this record for the Postal Service? 

9 A Familiar may be a little strong. 

10 MR. MCBRIDE: May I approach the witness, Mr. 

11 Chairman? 

12 CHAIRMAN GLEIMAN: Certainly. 

13 BY MR. MCBRIDE: 

14 Q Mr. Degen, I have put in front of you what has 

15 been introduced into this record at Volume 9, Ipages 441 to 

16 442 through Postal Service Witness Tayman -- dmo you see the 

.:A 7 two sheets I have put in front of you, sir? 

18 A Yes, I do. 

19 Q Do those numbers purport to measure total factor 

20 productivity for the Postal Service from 1972 through 1996? 

21 A Yes, they do. 

22 Q And do you believe that they are cor:rect? 

23 A I have no knowledge of that. 

24 Q Did your firm prepare those numbers? 

25 A I think that would be a good guess, :but I am not 
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sure. I did not prepare them. 

Q Assuming that they were prepared and verified by 

Witness Tayman -- are you willing to make that assumption or 

that the numbers could be checked by you? 

A I am willing to assume that these are the numbers 

that Witness Tayman put in the record. 

Q All right, sir. Just if you would, look at the 

number for 1972. Does that indicate a value of l.OOOO? 

A Yes, that's correct. 

Q Indicating that that was used as the base year? 

A It would appear so. 

Q And what is the number for 1996? 

A 1.0838. 

Q All right. Now you are pretty good with numbers, 

sir, are you not? 

A I'm okay. 

Q Would the 24-year period that we have just 

identified then indicate that the annual productivity growth 

for the Postal Service would have been conside,rably less 

than 1 percent? 

A Yes, it would. 

Q All right. Now Mr. Degen, do you recall that in 

order to achieve the productivity growth that :you have 

testified to for the railroad industry, the railroad 

industry substantially reduced its workforce i:n the 198Os? 
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A Among other things. 

Q Did you also have an opportunity to review some 

pages from a Staff study by the Postal Rate Commission in 

1990 of productivity of the Postal Service that I provided 

to your counsel the other day? 

A I did look at that, but I don't have a copy right 

here. 

MR. MCBRIDE: May I approach? 

CHAIRMAN GLEIMAN: Yes. 

THE WITNESS: Thank you. 

BY MR. MCBRIDE: 

Q Mr. Degen, do you recall that the staff study that 

I have now put in front of you indicated that there were 

periods of time that significant increases in productivity 

of the Postal Service occurred when there were hiring 

freezes? 

A I have that recollection, but if you will give me 

a moment I could identify the exact passage -- or would 

counsel care to direct me to it? 

Q Start with the first sentence of paragraph 3, 

which you might read into the record. 

MR. KOETTING: If counsel cares to read that, he 

can read that into the record. I don't see why the witness 

should. 

CHAIRMAN GLEIMAN: Well, Mr. McBride, why don't 
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you do the reading today? 

MR. MCBRIDE: "We find that virtually all 

improvement in TFP" -- which parenthetically 1'11 note is 

Total Factor Productivity -- t'came during periods of hiring 

freezes in the 1970s." 

BY MR. MCBRIDE: 

Q Do you see that, sir? 

A Sir, I do. 

Q And then do you see in the next two Iparagraphs 

references to a further hiring freeze in the 198Os? 

A Yes, I do. 

Q And do you see that the report reflects that there 

was substantial productivity associated with that hiring 

freeze? 

A Yes. 

Q And do you recall that the current Postmaster 

General tried but failed to eliminate a number of positions 

a few years ago? 

A I am not sure what you mean by "eliminate a number 

of positions." 

Q Do you recall that he attempted to reduce the 

number of employees of the Postal Service or at least the 

positions that they were holding? 

A I am aware of I believe it was characterized as an 

"early out" option and I think the year was 1993 in which a 
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large number of employees separated from the Postal Service. 

Q And do you know whether the number of employees 

today is larger than it was when the current Postmaster 

General took over? 

A My sense is that it is, but I am not positive. 

MR. KOETTING: Mr. Chairman, at this point I 

wonder is this in any way related to scope of the testimony 

offered by Witness Degen in this proceeding? 

I am starting to wonder where we are going here. 

MR. MCBRIDE: It's all foundation and I just 

finished the line of it. 

CHAIRMAN GLEIMAN: Thank you, Mr. Koetting. Thank 

you, Mr. McBride. 

Mr. McBride, fire away. 

MR. MCBRIDE: Thank you. 

BY MR. MCBRIDE: 

Q Now is it a fact, Mr. Degen, that significant 

amounts of automated sortation equipment for handling flats, 

among other things, have been acquired by the Postal Service 

in the last, say, 10 years? 

A I would be comfortable saying large ,amounts but I 

don't know what significance you want to attac:h to the word 

"significant" so I don't want to say that. 

Q Fine, and do you know if the Postal #Service 

eliminated a significant number of the positions of those 
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people or let go the employees were sorting the flats 

manually that are now typically sorted by automation? 

A I am not sure about that. 

Q And do you recall calculating a total factor 

productivity for the Postal Service in 1994? 

MR. KOETTING: Once again, how does that relate to 

this testimony? I thought we were past the foundation part. 

CHAIRMAN GLEIMAN: Mr. Koetting, you know, I have 

learned to sit up here and scratch my head in awe of the 

skill of the members of the Postal Bar as they ask 

questions, trying to think downstream about wh.at it is that 

they are really trying to achieve, and frequently I walk 

away from the hearing room not having the foggiest notion of 

how they are going to use what they have gotten onto the 

record, and then lo an behold in comes a direct case of in 

Intervener or a brief and it all comes together and I 

understand where they were going. 

I think that we ought to let Mr. McBride have 

whatever rope he feels he needs and continue on here and one 

of these days downstream both you and I will have a better 

understanding of what he is all about with this cross 

examination. 

If it gets too far afield on a continuing basis, 

then we'll let you turn your mike on and make an objection 

and maybe we will rein him in, but for right now, I suspect 
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1 I won't know where he is going with all this until I see the 

2 Dow Jones case. 

3 MR. KOETTING: I think that he is required to 

4 explain how it relates to the testimony of this witness that 

5 he here for cross examination on. He shouldn't be allowed 

6 to use this witness to talk about subject matters that may 

7 be of interest to Dow Jones's case but have no bearing on 

8 this witness's testimony, which is the purpose for which the 

9 Postal Service offered this witness. 

10 CHAIRMAN GLEIMAN: I am going to assume that this 

11 is all going to wrap up, and whether this -- whether he set 

12 the footings to the foundation before and now he is pouring 

13 the basement floor I don't know, but we are going to 

14 continue for awhile, okay? 

15 MR. MCBRIDE: Thank you, Mr. Chairman. 

16 BY MR. MCBRIDE: 

,.J 7 Q Do you recall your 1994 productivity study in 

18 general, Mr. Degen? 

19 A Could you be more specific? 

20 Q It is the document that I provided a copy to your 

21 counsel of the other day. I will be happy to provide you 

22 another copy. 

23 A Could you just read me the title? 

24 Q "Performance Analysis of Processing and 

25 Distribution Facilities: Sources of TFP Improvement." 
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A Thank you -- and what was the question? 

Q Do you recall in general your conclxions from 

that study? 

A Yes, I do. 

Q Did you conclude that the Postal Service -- 

A Can I clarify? 

Q Certainly. 

A I think earlier you were characterizing that as my 

TFP study or my productivity study. 

The productivity model that underlies that is not 

something that I developed or was even very involved with. 

That report is really a benchmarking~ report that 

looks for sources for productivity improvement, but the 

actual productivity measure in there is not something that I 

was very actively involved with. 

Q But you were one of the authors of this report, is 

that correct? 

A That particular report, yes. 

Q And do you recall that the report concluded that 

the Postal Service was capable of large amounts of 

additional productivity in mail processing and distribution 

costs? 

A The basic conclusion of the report was that by 

learning from the best facilities there were some potential 

for productivity improvement. 
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1 Q And in fact what you just referred to, to clarify 

2 this for the record, was that -- if I understood your 

3 study -.- what you did is took the top quarter of Postal 

4 facilities and compared the bottom three-quarters in terms 

5 of productivity to them, is that correct? 

6 A I believe we compared the bottom 80 percent to the 

7 top 20 percent. 

8 Q In any event, what you did was you compared postal 

9 facilities to one another and not against some outside or 

10 academic standard of productivity, correct? 

11 A That's correct. 

12 Q And do you recall that you did not attribute the 

13 productivity -- excuse me, the additional costs that could 

14 be saved to such things as the size of letters or the shape 

15 of letters, I should say, size of flats, weight of parcels 

16 or other characteristics of the mail, but rather to other 

,717 factors? 

18 A That's correct. 

19 Q Are you aware that claims of other Postal 

20 witnesses that the productivity of various postal facilities 

21 may be different because of different management approaches 

22 to such things as the amount of break time for smoking or 

23 washing up? 

24 A I am not aware of such testimony. 

25 Q Do you have any basis for drawing a conclusion as 
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to whether if you were to measure total factor productivity 

and the cost savings that could be achieved tc'day whether 

those cost savings would be larger in dollar terms than what 

was calculated in 1994? 

A I honestly don't know. 

Q I am going to ask you now to assume that an 

employee's work was eliminated when automation equipment was 

purchased. Further assume that for whatever reason he is 

still on the Postal Service payroll. 

Under the MODS payroll system in order to get 

paid, he must clock in to something, correct? 

A That is correct? 

Q Now assume that management instructs him to clock 

into manual flats processing but they already have enough 

employees to do that work. Assume further that his labor 

input lowers productivity for that operation. 

Could a rational costing system assign his salary 

and benefits to institutional costs? 

A That seems to me to be a very hypothetical 

example, and I am in no way endorsing that it ever occurs, 

could a rational costing system -- yes. 

Q Now I would like to shift to the assumptions that 

went into either the old methodology or the methodology that 

you are sponsoring here, sir, and I am going to state them 

and ask you to confirm or deny that those were the 
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1 underlying assumptions. 

2 Is it a fact that the new method distributes mail 

3 processing costs using MODS payroll costs, MOD9 cost pool by 

4 cost pool? 

5 A Would you say that again? 

6 Q Is it a fact that the new methodology distributes 

7 mail processing costs using MODS payroll costs, MODS cost 

8 pool by cost pool? 

9 A That is not completely true. 

10 That is true for the MODS office portion of the 

11 mail processing costs. 

12 Q Okay. Is it a fact that under the o:Ld methodology 

13 for direct costs, it was assumed that costs were 100 percent 

14 volume variable? 

15 A Yes. 

16 Q Is it a fact that under the new methodology for 

,:1 7 direct costs, costs are assumed to be variable to the degree 

18 estimated by Postal Service Witness Bradley? 

19 A That's correct. 

20 Q Is it a fact that for mixed mail under the old 

21 methodology mail processing costs were distributed to 

22 subclasses of mail in proportion to corresponding direct 

23 tally costs within basic function and CAG? 

24 A That's correct. 

25 Q CAG being Cost Ascertainment Group. 
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A Yes. 

Q Is it a fact that under the new methodology you 

assumed that loose letters and flats in containers have the 

same subclass composition as all individually-handled 

letters and flats at each MODS cost pool? 

A I don't think that is true, but I would have to 

check that. 

Q Could you check that, and by the way, for the next 

five questions including that one I am stating this as we 

understand it as a general proposition. 

I understand there may be some very limited 

exceptions, so if you need to qualify it, please do so, but 

I would like you to confirm or deny as a general 

proposition. Would you do that? 

A Yes. 

Q Is it a fact that, under the new methodology for 

the same three categories, that mail processing costs are 

distributed through subclasses in proportion to direct items 

of the same item type and cost pool -- that is, the 16 item 

types and 50 cost pools? 

A Yes, that's generally correct. 

Q Is it a fact that, under the new meth.odology, you 

assumed that the items in unidentified/empty containers of a 

specific container type and cost pool are in the same 

proportion as items in identical/identical containers of the 
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same type in the same cost pools? 

A Yes, that's generally true. 

Q Is it a fact that, under the new method, you 

assume that identical/identical containers of a specific 

container type and cost pool are representative of all 

containers of the same container type and cost pool in terms 

of the items contained? 

A Could I have that one again? 

Q Yes, sir. Is it a fact that, under the new 

method, you assumed that identical/identical containers of a 

specific container type and cost pool are representative of 

all containers of the same container type and cost pool in 

terms o:f the items contained? 

A We're going to need to talk about this one in 

pieces. The identical/identical? 

Q Yes. Containers -- 

A Okay. 

Q -- of a specific container type -- 

A Right. 

Q -- and cost pool -- 

A Okay. 

Q -- are representative of all containers of the 

same container type and cost pool in terms of the items 

contained? 

.A I don't think that's true. 
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Q Within the same cost pool, is that assumption -- 

was that an assumption you made? Perhaps that would help 

you in understanding the question. 

A NO, I don't think so. Are you saying that the 

unidentified containers are distributed in proportion to 

only the identical containers, or do you mean to say 

identified where you've said identical? 

Q Identified. 

A So, in your identical/identical, it should really 

be identical/identified? 

Q Excuse me. That may be correct, yes. 

A Okay. How about if you put that in a,nd read it 

again? 

Q Sure. Is it a fact that, under the new method, 

you assumed that identical/identified containers of a 

specific container type and cost pool are representative of 

all containers of the same container type and c!ost pool in 

terms of the items contained? 

A That's generally true. 

Q All right. I apologize for the confusion. 

A No problem. 

Q Is it a fact that, under the old methodology, it 

was assumed that direct tallies within a basic function and 

CAG were representative of mixed tallies within that basic 

function? 
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A Yes, generally. 

Q Generally, is it a fact that, under the new 

methodology, for mixed mail, it is assumed that direct items 

within an item type and cost pool are representative of 

uncounted/empty items, identified containers, and 

unidentified/empty containers of the same item type and cost 

pool? 

A You got a little complicated there at the end. I 

was with you up to counted items being represented of 

uncounted items, but then you added the container part, and 

there's some stuff missing there. I -- I can't. just agree 

to that. 

Q Tell me what assumption you made for mixed mail 

with respect to those categories. Maybe that's the simple 

way to do it. 

A Well, that -- that the counted items are 

representative of the uncounted items in general and that 

the counted items -- or that the items in identified 

containers are representative of the items in the 

non-identified containers. 

Q Now for the category of costs denominated, quote, 

"not handling mail,” close quote, Mr. Degen, is it a fact 

that, under the old methodology, the mail processing costs 

were attributed to subclasses in proportion to the 

distribution of all other mail processing costs? 
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A Yes _ 

Q Is it a fact that, under the new methodology, mail 

processing costs for, quote, "not handling costs," close 

quote, should be distributed to subclasses in proportion to 

all other mail processing costs within the cost pool? 

A There is a distinction among cost pools as to 

whether the not handling costs are distributed over just the 

classes of mail versus the special service activity codes, 

as well, but subject to that qualification, yes. 

Q Is it a fact that, under the old methodology, it 

was assumed that overhead costs were equally caused by all 

direct and mixed costs? 

A And could you -- could you be specific about what 

you mean by overhead, including not handling? 

Q If that allows you to answer the question, make 

that inclusion. 

A Yes. 

Q Is it a fact that, under the new meth,odology, it 

is assumed that not handling tally costs for employees 

within a specific cost pool are caused by the mail sorted 

within the cost pool in proportion to direct and mixed tally 

costs by subclass? 

A Yes, subject to the qualification tha.t sometimes 

classes of mail include special services and other times 

not, as you used it there. 
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Q Say that again, please, the "subject to"? 

A In some cost pools, the overhead costs, if you 

will, are only distributed to the mail class activity codes, 

not to the special service activity codes. 

Q Now, did you perform any studies to test any of 

the assumptions that you have just described were part of 

your analysis? 

A Other than -- than the work itself? 

Q Right. 

A No. 

Q And I take it that you would agree with the 

general proposition that an analysis is only as good as the 

assumptions that go into it. 

A The assumptions that go into an analysis are 

important. 

Q And I take it -- if I could direct your attention 

to the sentence that begins at the bottom of page six and 

carries over to the top of page seven of your testimony that 

I'll read -- 

A Okay. Could you wait -- 

Q Sure. 

A -- till I get that in front of me? Okay. 

Q "That is, all activities of an employee clocked 

into a mail process MODS operation are counted as part of 

that mail processing operation, even if the data collector 
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1 observ'ad the employee working somewhere else," unquote. Did 

2 I read that correctly? 

3 A Yes. 

4 Q Is that still your testimony? 

5 A Yes, it is. 

6 Q Did you perform any studies to attempt to 

7 determine how the costs your methodology distributes are 

a causally related to the various subclasses of mail? 

9 A Well, witness Bradley's work relates the costs to 

10 the TPH, but we have not done any further studies at the 

11 subclass level. 

12 Q And -- and you didn't do that. Is that correct. 

13 You did not -- 

14 A No. 

15 Q -- perform such a study. IS that correct? 

16 A That's correct. 

.J7 Q Could such a study be done? 

18 A If I knew a way to do it, I would proposed it by 

19 now. 

20 MR. MCBRIDE: Well, with that, Mr. C!hairman, I 

21 appreciate your indulgence, and I have no further questions 

22 at this time. 

23 CHAIRMAN GLEIMAN: We're going to ta,ke a lo-minute 

24 break now, come back at 11 o'clock, and at tha,t point, we'll 

25 pick up with the National Federation of Non-Profits. 
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[Recess.] 

CHAIRMAN GLEIMAN: Before we get on with the next 

party, Mr. McBride informs me that, in his zeal to 

accommodate Mr. Koetting, he forgot to ask a question or 

two ~ so, we're going to let him finish up with his initial 

round of cross examination. 

And before you do that, just let me say that, when 

I talked about all the attorneys who come in here and of 

whom I wind up in awe as they cross-examine, it wasn't only 

the intervenor attorneys that I had in mind, it was the 

Postal Service attorneys, too, who are quite skilled. 

Mr. McBride. 

MR. MCBRIDE: We'll stipulate that they're fine 

lawyers, Mr. Chairman. 

BY MR. MCBRIDE: 

Q Mr. Degen, I wanted to ask you one last question 

about the 1994 study that we talked about earlier that you 

were one of the authors of? 

A Yes. 

Q Do you recall that your estimate of savings the 

Postal Service might achieve in mail processing and 

distribution costs was in the range of $2.5 billion? 

A I don't have that in front of me. Could I have a 

look at that? 

MR. KOETTING: Mr. Chairman, once again, since 
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1 --this was supposed to be foundation, but we'\ve now gone 

2 through the entire line of cross examination. I still fail 

3 to see how this is relevant to witness Degen's testimony on 

4 the allocation of mail processing costs, which is the scope 

5 of the testimony for which the Postal Service has offered 

6 him today. 

7 CHAIRMAN GLEIMAN: Thank you, Mr. Koetting. Let's 

a see if the witness can answer this one last question. 

9 MR. MCBRIDE: That's correct, Your Honor. 

10 THE WITNESS: I see from looking at this I was 

11 wrong in my earlier answer that it was the top 20 percent we 

12 were comparing to. You are correct. It was ~quartiles. 

13 There are several estimates of savings in this report. 

14 At the beginning of the paragraph, I talk about 

15 savings in the range of 1.9 to 2.6 billion, and in another 

16 table, I talk about it being 2.5 billion, and again, those 

17 are -- those are estimated savings, sort of, you know, best 

18 case, what you could achieve if -- if you really could get 

19 everybody up to that top quartile. They have to be taken 

20 for what they are. 

21 BY MR. MCBRIDE: 

22 Q Billion dollars, correct? 

23 A Yes, those are dollars. 

24 MR. MCBRIDE: Thank you, Mr. Chairman. 

25 CHAIRMAN GLEIMAN: Thank you, Mr. McBride, and 
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thank you, Mr. Koetting, for indulging us a bit further. 

Is there anyone here from the National Federation 

of Non-Profits? 

[No response.] 

CHAIRMAN GLEIMAN: If not, then we'll move along 

to the National Newspaper Association. 

CROSS EXAMINATION 

BY MS. RUSH: 

Q Mr. Degen, good morning. 

A Good morning. 
2bdA 

Q My name is Tondra-Rush, and I am here as counsel 

for the National Newspaper Association. 

I'd like to follow up just briefly on something I 

heard you say to Mr. Levy a moment ago. I believe you said 

that in the collection of IOCS data that you could account 

for several thousand data collectors and several hundred 

statistical coordinators. Is that correct? 

A Yes, those are ballpark figures -- 

Q I understand. 

A So don't hold me to actual digits. 

Q During the base year of 1996, would the numbers in 

both of those categories have risen or fallen from the base 

year of '93? Do you have any idea? 

A I want to say they've risen, but I'm not sure. 

Q What about from the base year that was used in 
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A I really don't know. 

Q Do you have any idea whether the instances of 

observations taken for the base year in the instant case 

have risen or fallen from the base year in R-94? 

A I've certainly seen those numbers, but I don't 

recall them. 

Q My questions to you relate in large measure to the 

testimony that you've referred us back to in your response 

to T-12-3 to NNA, where you've referred us back to your 

testimony in R-94, in which you did some validation of the 

methodology used for within-county tallies. And I believe 

you told us in T-12-3 that the methodology used in this 

current base year was the same as had been used in past 

years. Is that correct? 

A Yes, that is correct. 

Q And you're familiar with how that process has been 

conducted, because you've done an audit of the methodology; 

is that correct? 

A I'm not as familiar as I was in '94. 

Q Okay. 

A But I recall it pretty well. 

Q Okay. When a worker is observed holding a piece 

of mail, is it correct to say that the first decision that 

has to be made before the tally is recorded in the code 
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software is to determine generally the class that it would 

belong into and not the subclass? 

For example, let me give you a hypothetical. If 

you have a worker who's holding a piece of mail that is 

printed on newsprint, for example, does the tally taker have 

to initially decide whether this is a piece of periodicals 

mail or a Standard A class mail? 

A Yes, because the recording rules are different for 

those two. 

Q Would you accept subject to check that it would be 

possible for a mail piece printed on newsprint that carries 

a substantial amount of advertising to be eligible either 

for the periodicals class or the Standard A class? 

A I don't know how I'd check that. I ‘mean, it seems 

like a subjective determination. 

Q Would you accept that the eligibility standards 

for periodicals mail permit a periodical to carry a great 

deal of advertising in some issues and lesser ,amounts in 

others? 

A Yes. I'm not a real expert on rates, but it 

sounds reasonable to me. 

Q Okay. So the first question that would be raised 
;A, 

is as this tally is recorded*which class it actually would 

be recorded in, as opposed to which subclass? 

A Well, as I've already said, specific,ally with 
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respect to periodicals, I mean, that is the first 

determination -- 

Q That's the first determination! 

A I mean, because periodicals subclass is not a 

determination that's made by the data collectors. 

Q And as you try to refine this categorization to 

get down to the subclass level, if I have understood the 

methodology used, the tally taker looks at the mail piece to 

determine whether there is an international standard serial 

number or an ISSN; is that correct? 

A That's correct. 

Q And that is what's actually recorded in the codes 

software? 

A That's correct. 

Q And then is it true that a later examination of 

that ISSN number assigns that mail piece further down to a 

subclass, or is that done at the tally-taking time? 

A No, the determination of subclass for periodicals 

tallies is done by computer programs, not by data collectors 

at any point in time. 

Q So the ISSN numbers entered in the code software 

7 determine where it goes after that. 

A That's correct. 

Q Is that correct? It's true, isn't it, that the 

ISSN number is a designation that is not issueId by the 
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Postal Service but by the Library of Congress? Is that 

correct? Or at least we know it doesn't come from the 

Postal Service. 

A Yes, I don't think it comes from Library of 

Congress, either, but it does not come from the Postal 

Service. 

Q Is it possible that ISSN numbers are issued to 

publications that would not be eligible for periodicals 

mail? 

A Yes, I believe that's true. 

Q So is it possible that the tally taker that 

initially enters that ISSN number could be entering 

something as a periodical that in fact is not a periodical? 

A Yes. 

Q And the code software would then do what with that 

ISSN number? Do you know? 

A It would record it and associate it with the 

tally. 

Q Okay. 

A But subsequent programs would identify that that's 

not an ISSN that would be mailed at periodicals rates, and 

that tally would then be associated with Third Class -- or 

Standard A mail. 

Q When you did your audit of this methodology to 

determine the validity of it, as you looked at the total -- 
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A Excuse me -- 

Q I’m sorry. 

A We didn't audit a methodology, we just -- we 

developed the methodology. 

Q You developed the methodology? 

A Right. 

Q Okay. Thank you for that correction. When you 

developed the methodology for it, you took the total tallies 

in periodicals and examined them to determine the accuracy 

with which they were then assigned to subclass'es; is that 

correct? 

A That's a pretty good characterizatio:n; yes. 

Q And can you recall whether within-county tallies 

were involved going through a substantial amou:nt of 

investigation to determine the circulation sizes, for 

example? That you had to find those numbers out in order to 

decide whether it was a within-county piece? 

A Yes. The in-county eligibility requires that you 

have circulation I believe less than 10,000 pieces or that 

something like 50 percent of your circulation occur within 

the county where you originate the mail. And so one of the 

things we did to determine whether a piece ide:ntified as in 

county should in fact 

circulation was above 

Q And can you 

be in county was whether or not its 

10,000. 

recall going back and researching in 
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periodicals like the Gale's Directory to make that 

determination? 

A If I -- I remember looking at some of: those 

directories, but I think ultimately it came down to looking 

at information we had on the bulk mail transactions for 

particular periodicals. 

Q If you -- 

A From the permit system. 

Q If you looked at a tally that was recorded as a 

within-county tally, did you go back and look at permit data 

to determine whether there were in-county volumes recorded 

at the entry post office? 

A Yes, we did. 

Q What would have happened to that tally in the 

circumstance in which that entry office was not on the 

permit system? 

A If that -- if the entry office was not in the 

permit system -- well, could I back up a little bit? If a 

tally was in the permit system and if we were sure that we 

had all the entry post offices for that publication in the 

permit system, and none of them showed any in-county 

volumes, then we determined it was not an in-county tally. 

If the permit system were deficient in that we didn't know 

for sure that we had all of the volumes, we made calls to 

individual post offices of origin to determine whether 
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1 particular publications were mailed at in-county rates. 

2 Q And if you didn't find a validation of that from 

3 either the permit system or that telephone call, then you 

4 determined it was not a within-county tally -- 

5 A That's correct. 

6 Q Is that correct? 

7 The process that you went through for developing 

0 the methodology involved taking, if I understand you 

9 correctly, taking the initial tallies and editing them to 

10 find anomalies and check back to find out whether those 

11 belonged in that subclass; is that correct? 

12 A Well -- 

13 Q I’m talking about your study that you did in '94. 

14 A Right. I mean, I don't know about ed,iting them, 

15 but basically we looked at how they were classified and then 

16 gathered other information we knew about that particular 

,J7 ISSN. It went both ways. We looked at all periodicals 

la vis-a-vis were things in in-county that shouldn't have been 

19 and were in-county tallies elsewhere that shouldn't have 

20 been. 

21 Q You discovered it was a fairly labor-intensive 

22 exercise; is that correct? 

23 A Yes, it was. 

24 Q YOU had many eligibility questions that needed to 

25 be answered before you determined that the tally was 

6676 
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eligibls for that subclass? 

A I'm not sure what you mean by many. If for a 

particular tally we made a call to the origin post office, 

then thiat usually resolved it. 

Q Can you recall approximately how many steps you 

would h,ave to go through to settle in your own mind whether 

that tally was in the appropriate subclass between the time 

that you determined it was a periodical and the time that 

you had it properly assigned? 

A How many steps for the average tally or for -- I 

mean, in some cases we went -- 

Q The average tally, sir. 

A In the majority of cases we went right to our 

permit system data base and could identify that ISSN as 

having in-county volumes, so they only had one step. 

Q So the average tally would be one. What would be 

the ext,reme? 

A The extreme would have been the phone call, so 

that was about three or four steps, but there weren't a lot 

of thos'e relative to the total. 

Q If the mail piece that you had in your hand that 

generated this tally had turned out to be a piece of mail 

that was actually directed to a nonsubscriber of that 

publication, would that information have surfaced during 

~your phoney call to the entry office to find whether there 
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were incounty volumes there or not? 

A I'm not sure. 

Q Would you have any way of knowing from looking at 

the tally or at the mail piece itself whether that piece 

would be eligible for the within-county preferred rates 

because it would have been a copy directed to a 

nonsubscriber? 

A I don't believe so. 

Q The process you went through in R-94 was to 

develop a methodology, is that correct? 

A That's correct. 

Q The methodology as used in the base year of this 
w 

case is identical, as farAyou know, is that correct? 

A Yes, and we still do it, so I believe it is 

identical. 

Q Does that mean that each of these tal.lies for 

periodicals are examined, edited in the requisi.te number of 

telephone calls or inquiries are made to detemline that it 

falls into the proper subclass? 

A With the addition that if it was mailed at an 

in-county rate last year, we assume it was mailed at an 

in-county rate again this year. 

I mean that if we called last year and it was 

eligible for in-county rates and its circulation has not 

changed in such a way that would disqualify it, then we 
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don't make another phone call. 

Q And how would you know that? 

A That its circulation had not changed? 

Q Yes. How would you know that its el,igibility had 

not been altered? 

A Its eligibility with respect to circulation? We 

can loomk at circulation up in our database of bulk mail 

transactions. 

Q Is that done? 

A Yes. 

Q During the methodology you set up in R-94, you 

made certain percentage adjustments as you discovered errors 

in the original tallies, is that correct? 

You removed some tallies from within-county and 

assigned them to other subclasses, and vice ve:rsa? 

A Yes -- and your initial characterization was that 

we made percentage adjustments. 

We actually edited the tallies and put them where 

they belonged. I mean from that you could calculate 

percentage changes but it was not the case tha.t we estimated 

a percentage. 

We physically recoded the appropriate tallies. 

Q In base year for '93? 

A Yes. 

Q And was that also done in the base year -- for 
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base year '96? 

A Yes. 

Q That those were actually recoded manually by the 

Postal Service? 

A Yes. This operation is basically part of the 

initial tally editing process now, that before cost 

distribution proceeds, the tallies are coded properly. 

MS. RUSH: No further questions, Mr. Chairman. 

CHAIRMAN GLEIMAN: Office of the Consumer 

Advocate? 

MR. RICHARDSON: Mr. Chairman, we have no 

questions for this witness. 

CHAIRMAN GLEIMAN: Parcel Shippers Association? 

[No response.] 

CHAIRMAN GLEIMAN: United Parcel Service. 

MR. McKEEVER: Thank you, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. McKEEVER: 

Q Mr. Degen -- is that right, Dee'gun? 

A No. 

Q What is it? 

A Day'-gun. 

Q Mr. Degen, I apologize. Mr. Degen, <am I correct 

that there are, in fiscal year 1996 IOCS tallies for not 

handling mail in the Express Mail unit? 
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A You could be. I'd have to look that up. It 

sounds reasonable. 

Q All right. Let's assume that there are. 

Do you know if previously those not handling mail 

costs in the Express Mail unit were treated as a specific 

fixed cost for Express Mail were assigned to Express Mail 

exclusively? 

A My understanding is that Express is the category 

for which there were specific fixed costs, and it would have 

been the not handling tallies. 

Q So the not handling mail tallies would have been 

all assigned to Express Mail exclusively? 

A I believe that's true. 

Q Okay. How do you allocate those not handling mail 

costs in the Express Mail unit in this case, i:E you know? 

A They stay within the Express Mail cost pool and 

are allocated to subclasses of mail that are handled by the 

people clocked into the Express Mail cost pool. 

Q So they are not allocated exclusively to Express 

Mail? 

A Pretty darn close. I mean, you know, the way MODS 

works, occasionally a person is clocked into an operation 

that should be Express Mail and if a piece of :Priority Mail 

is mixed in with Express and the tally taker comes while he 

is holding that, we are going to see some port:ion of those 
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costs being distributed to Priority Mail because some 

Priority Mail gets handled by the people clocked in the 

Express Mail unit, but essentially it stays in the Express 

Mail pool, which is predominantly Express Mail. 

Q But it is a fact that not all of the not mail 

handling costs in the Express Mail unit are assigned to 

Express Mail now, as they were before? 

You want me to try that again? The syntax was a 

little bit difficult. 

A But I think I can agree to it -- not every last 

penny but certainly the lion's share, and if I had the 

number in front of me, maybe darn near all. 

Q Okay. Do you have the number in front of you? Is 

that somewhere in your materials? 

A I'm sure it is. Whether I can put my hands on it 

real quick is another question. Should I have a look? 

MR. McKEEVER: Mr. Chairman, we don't need to take 

time to have that number now, as long as Mr. Degen and 

counsel for the Postal Service would agree to provide that 

number to us subsequently in writing. 

CHAIRMAN GLEIMAN: Mr. Koetting? 

THE WITNESS: Should I look for it? 

MR. KOETTING: Yes. Let's see if the witness can 

find it. 

CHAIRMAN GLEIMAN: Okay. 
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MR. KOETTING: Quickly. I don't want to belabor 

the point either. 

BY MR. McKEEVER: 

Q Mr. Degen. maybe I can help you. 

A Okay. 

Q Turn to your testimony USPS-T-12, Table 5. 

A Oh, yes. Now what I have in front of me 

unfortunately is the original version, not the revised 

version, but I don't know that these numbers will change 

substantially if at all. 

Q Yes, and I have got the revised version here so we 

can verify that. 

A Okay. 

Q Now if you look at the row for Express and in the 

column for MODS Express, what number do you have there? 

A What page number have you got there? 

Q Page 19, Table 5. 

A Okay. 

Q What number do you have for MODS Express for 

Express Mail? 

A 26,704. 

Q -- 704 -- 

A Out of a total of 35,456. 

Q Okay, so -- 

~A ~It's a little more than two-thirds. 
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Q A little bit more than two-thirds of the costs we 

have been talking about are allocated to Express Mail? 

A A little more than two-thirds of the Express Mail 

cost pool costs are allocated to Express Mail. 

Your specific question was about not handling and 

that would roughly be the relevant portion, that about 

two-thirds of the not handling -- 

Q Would go to Express Mail. 

A -- would go to Express. 

Q And roughly one-third, a little less, would go to 

other classes of mail? 

A Yes, as shown in that table. 

MR. McKEEVER: Thank you, Mr. Chairman. That's 

all I have. 

CHAIRMAN GLEIMAN: Is there any follow-up? 

[No response.] 

CHAIRMAN GLEIMAN: No follow-up. Brings us to 

questions from the bench. Commissioner LeBlanc. 

COMMISSIONER LeBLANC: Mr. Degen, we have met 

before, so here we go again. 

THE WITNESS: Greetings. 

COMMISSIONER LeBLANC: In response to Presiding 

Officer's Information Request Number 4, this Question Number 

3 -- it's the third to last page. 

THE WITNESS: I don't seem to have a copy of that. 
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I must have omitted it from my binder. 

You said Question Number 3? 

COMMISSIONER LeBLANC: POIR Number 4, Question 3, 

the third to last page. 

CHAIRMAN GLEIMAN: Counsel, do you have a copy 

that you can provide your witness? 

COMMISSIONER LeBLANC: I looked for it. I didn't 

have it either. 

CHAIRMAN GLEIMAN: Mr. McBride is trying to redeem 

himself by assisting the Postal Service. Thank you, Mr. 

McBride, on behalf of the Postal Service and the Commission 

COMMISSIONER LeBLANC: Troublemaker I am, I guess 

What can I say? Thank you, Mr. McBride. 

THE WITNESS: Okay. 

COMMISSIONER LeBLANC: You have the POIR, Number 

4. Question Number 3? 

THE WITNESS: Yes. 

COMMISSIONER LeBLANC: At the third to last page, 

just want to clarify this here. 

THE WITNESS: So third to last would be number 9? 

COMMISSIONER LeBLANC: I believe that is correct. 

THE WITNESS: Okay. 

COMMISSIONER LeBLANC: You say, and I will 

paraphrase, that you assumed that the proportion of total 

pieces handled to volume for a subclass and cost pool 
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1 remains constant over time. 

2 THE WITNESS: Okay -- I think you are looking at 

3 my response to Question Number 5 because I see Number 3 in 

4 front of my was answered by Mr. Bradley, and that sounds 

5 like a Number 5 answer. 

6 COMMISSIONER LeBLANC: Would you check it then? I 

7 may stand to be corrected here. 

8 THE WITNESS: Okay. 

9 COMMISSIONER LeBLANC: Since I don't happen to 

10 have it in front of me either. 

11 THE WITNESS: Third to last page starts with the 

12 words, "More formally." 

13 COMMISSIONER LeBLANC: Again, unfortunately I 

14 don't have it in front of me, but to paraphras'e, maybe you 

15 can rather than actually referring to that, tell me if I am 

16 wrong or right here, okay? 

.,J. 7 THE WITNESS: Okay. 

18 COMMISSIONER LeBLANC: You are saying, if I am 

19 understanding it correctly, that you assumed that the 

20 proportion of total pieces handled to volume for a subclass 

21 and cost pool remains constant over time? 

22 THE WITNESS: I don't think I am saying that. 

23 COMMISSIONER LeBLANC: Was I right? 

24 THE WITNESS: No. 

25 COMMISSIONER LeBLANC: All right. Then I may be 

6686 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



6687 

wrong on this next one also but on the second to last page 

you indicate that a proportion is likely to change over time 

due to such things as changes in mail mix and operation mix. 

THE WITNESS: Yes. 

COMMISSIONER LeBLANC: Okay. You say that such 

changes are not a problem in the long-run, however, because 

mail processing distribution keys are updated every year 

based on IOCS data. Is that a fair characterization of what 
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you said? 

THE WITNESS: Well, I think it will :be every year 

if you adopt this methodology but right now we are using '96 

for the '96 base year, so yes, we are using current year 

tall 

that 

,ies to distribute the costs. 

COMMISSIONER LeBLANC: So you would agree with 

thlen? 

THE WITNESS: Yes. 

COMMISSIONER LeBLANC: Okay. Then attributable 

mail processing labor costs are distributed to subclasses 

according to relative time spent handling piec,es as 

indicated by the IOCS then, right? 

THE WITNESS: That's correct. 

COMMISSIONER LeBLANC: Okay. Is the ultimate 

relationship of interest how volume drives costs then? 

THE WITNESS: Well, I mean the ultimate relation 

is -- relationship is what is the marginal cost of a piece 
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1 in each of these subclasses. 

2 COMMISSIONER LeBLANC: so -- so, in Iyour case, 

3 it's the marginal cost, then. 

4 THE WITNESS: Yes. I mean I think, :by 

5 construction, our -- our application of the tally 

6 proportions to the estimated variable cost pool is -- is an 

7 estimate of the marginal cost. 

8 COMMISSIONER LeBLANC: Okay. 

9 Then, at the subclass level, should rates be 

10 charged based on the additional cost that volume causes? 

11 THE WITNESS: I really didn't come prepared to 

12 talk about how things should be priced. 

13 COMMISSIONER LeBLANC: Can you, in your capacity, 

14 then, as an expert -- would you -- would you wager yes on 

15 that one? In other words, should rates charge,3 be based on 

16 the additional cost the volume causes or not? You want to 

.,17 take a gander at it? 

18 THE WITNESS: I think that's certainly one of the 

19 important factors in the consideration. 

20 COMMISSIONER LeBLANC: Mr. Degen, then how does 

21 updating the distribution key based on piece handlings 

22 overcome the problem of the disproportionality between piece 

23 handlings and volume if volume is the ultimate cost driver? 

24 THE WITNESS: Well, whatever number of piece 

25 handlings required for a given piece of a specific subclass 
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wpet that will appear in the form of higher costs as 

inferred from the higher proportion of time. 

That is, the IOCS tallies measure proportions of 

time, and so, within a given cost pool for a -- for a 

certain number of pieces in a subclass, the proportions of 

time per piece will be larger if the pieces in that subclass 

have a higher average number of piece handling;; associated 

with them. 

COMMISSIONER LeBLANC: So, time is your driving 

factor? 

THE WITNESS: Well, it -- it's -- it's the 

distributing factor. The proportion of time spent is -- is 

used to distribute the costs to subclass. 

COMMISSIONER LeBLANC: Okay. 

Moving right along, as they say, then, if you 

wanted to measure the degree to which operation mix and mail 

mix have changed over the lo-year period -- ex'cuse me -- 

modeled by witness Bradley, is the necessary d,ata available 

for it? 

THE WITNESS: Well, one of the pluses of -- of the 

new costing methodology that we put on the table here is 

that we now have a lot more operational information 

associated with our costing information. We c,an identify 

the operational cost pool from -- of which the total costs 

are comprised. 
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1 One could implement this methodology back through 

2 time, at least -- I don't know about 10 years, because I'm 

3 not quite sure how long MODS operation has been recorded, 

4 and I know there's an answer to that in this pile somewhere, 

5 but it's back there. 

6 COMMISSIONER LeBLANC: I understand how the piles 

7 can get. 

8 THE WITNESS: Yes. 

9 COMMISSIONER LeBLANC: But is the -- 

10 THE WITNESS: So the -- so the operational mix 

11 --you know, the data aren't readily available to do it, but 

12 you could construct it for some time series back in time. 

13 The -- the mail mix would be a little tougher, you know, 

14 because mail characteristic studies are not done for all 

15 subclasses of mail, and even when they are done, they're 

16 done at different points in time. so -- 

.17 COMMISSIONER LeBLANC: So, if you were -- if you 

18 were going to do it, you would use what? 

19 THE WITNESS: Boy. I'd have to look around. You 

20 know, I would use -- I would try to implement this 

21 methodology going backward in order to get the operational 

22 mix, and you know, I'd have to try to gather u:p mail mix 

23 data wherever I could. I don't think I'm really answering 

24 that very well, but I hadn't thought about it coming in 

25 here, and I'm just not prepared. 
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COMMISSIONER LeBLANC: Well, I think you've 

answered this for me, but let me just take it :just one step 

further and make sure that you don't have any answer for 

this, I think is what you just said. 

Another way of saying it may be, if isomebody 

wanted to measure the degree to which the ratio of TPH -- 

excuse me -- to volume has changed over the lo,-year period, 

either by operation, by facility, or in total, would that -- 

would that data be available for us? 

THE WITNESS: Okay. In -- in total, you might be 

able to do that, because I assume, when you ta:Lk about the 

relationship to volume, you're talking like RPW volumes. 

COMMISSIONER LeBLANC: Right. 

THE WITNESS: But anything less than total, I'm 

not aware of RPW volumes by -- 

COMMISSIONER LeBLANC: -- operation, facility, or 

anything like that. 

THE WITNESS: Yes. Not facility, definitely -- 

COMMISSIONER LeBLANC: Any breakdown -- 

THE WITNESS: -- not operation. 

COMMISSIONER LeBLANC: -- other than in total, 

then. 

THE WITNESS: That's right. 

COMMISSIONER LeBLANC: Okay. I think that will do 

me. Thank you very much, Mr. Degen. 
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Thank you, Mr. Chairman. 

THE WITNESS: Okay. 

CHAIRMAN GLEIMAN: Mr. Degen, the first question 

that Commissioner LeBlanc asked you -- he -- he paraphrased 

your response to question number five at the third page from 

the end. 

THE WITNESS: Yes. 

CHAIRMAN GLEIMAN: And he asked you -- he said you 

assumed that the proportion of total pieces handled for 

volume -- to volume for a subclass and cost pools remained 

constant over time, and you said that that's not what you 

say there? 

THE WITNESS: No, I don't think it is. Can -- can 

you point me to it? 

CHAIRMAN GLEIMAN: Well, I'm -- I'm kind of 

curious now. One, two, three, four, five, six, seven,'eight 

lines up from the bottom. 

THE WITNESS: Last page? 

CHAIRMAN GLEIMAN: Of the third-from-the-last 

page. 

THE WITNESS: Of the third-from-the-last page. 

CHAIRMAN GLEIMAN: Maybe it's the second -- 

second-.from-the-last page. Unfortunately the pages are not 

numbered. The second-to-the-last page, on the assumptions, 

it says there is an implicit assumption that inter-year 
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changes in mail mix and operation mix are small. Operation 

mix differences can cause differences in A-sub-Y -- the 

A-sub-Y parameters across facilities. This does not 

conflict with the assumption of proportionality per se. 

THE WITNESS: Yes. 

CHAIRMAN GLEIMAN: That -- that doesn't mean to 

imply that the cost pools -- the proportionality of total 

piece -- pieces handled to volume for a subclass of cost 

pools remain constant over time? 

THE WITNESS: I was specifically ans,wering Mr. 

LeBlanc's question with respect to a distribution analysis. 

I mean if you read that entire paragraph, it makes it clear 

that, with respect to distribution, we're usinsg current year 

proportions, and so, any changes over time are not an issue. 

CHAIRMAN GLEIMAN: Okay. Thank you. 

Is there any followup as a consequence of 

questions from the bench? 

MR. McKEEVER: Mr. Chairman, I do -- do have a 

questions of followup on Commissioner's LeBlanc's questions. 

FURTHER CROSS EXAMINATION 

BY MR. McKEEVER: 

Q Mr. Degen, as I understand it, the csosting process 

the Postal Service uses is a two-step process. One is to 

address the overall -- how -- how much of mail processing 

costs are volume variable, and the other is to then 
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determine distribution keys for whatever those volume 

variable costs turn out to be. Is that correct? 

A Essentially. 

Q And you address the distribution key part of that 

process. 

A Well, you know, they're not independent steps in 

that the -- the structure of the cost pools was developed in 

such a way so that it was -- would facilitate estimates of 

variability that could then be applied to those cost pools 

and distribution keys applied there. so -- 

Q There's interplay between the two. 

A Exactly. 

Q But if the variability calculation turned out to 

be different, you could still use the MODS data to develop 

distribution keys? 

A You could use the MODS data to develop the 

distribution keys. 

Now, it depends on what you mean by "turned out to 

be different." You know, if we're going to -- we can't just 

assume everything's going to be one, because part of the new 

methodology is that the variability assumption comes from 

Mr. Bradley. 

You know, there are certain categories, like 

specific fixed and an example would be not handling -- or 

overhead time in the bulk mail acceptance unit are costs 
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that were -- were made institutional under the old 

methodology. The new cost distribution to subclass 

methodology doesn't include those kinds of adjustments, 

because the variability estimation is done by witness 

Bradley. 

So, yes, I mean to the extent you want to tweak 

the variability estimates, you know, that can be done 

somewhat independently of the -- the cost distribution 

structure. If you wanted to do something radical like, say, 

set them all equal to one, you've got to do some more 

thinking, you know, because -- because that's actually a 

more variable assumption than was in the previous 

methodology. 

Q But is the problem created by the specific fixed 

cost element? Is that what I understood you to say? 

A No, I think I was -- I think I was headed the 

wrong way there. I think it's more things that were made 

institutional, and -- and also, in our methodology, 

administrative costs are brought into the mail processing 

cost pool under our new definition that were formerly 

allocated to sub-class in the work sheets, and before that 

allocation was done, there was a variability assumption 

applied to them. That -- that wouldn't happen if you just 

set all the variabilities equal to one and turned the crank 

on the new distribution methodology. 
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Q So, you would have to make certain adjustments, 

but if you made those adjustments, then is it correct that 

the variability calculation could change and you still could 

use the MODS distribution keys? 

A I think that's essentially true, but I actually 

haven't worked through everything you would want to do if 

you were going to go back to the, you know, non-estimated 

variabilities. 

MR. McKEEVER: That's all I have, Mr. Chairman. 

CHAIRMAN GLEIMAN: Is there any further followup? 

[No response. 1 

CHAIRMAN GLEIMAN: If not, that brings us to 

redirect. 

Would you like some time with your witness? 

MR. KOETTING: Please, Mr. Chairman, if we could 

have -- 

CHAIRMAN GLEIMAN: Ten minutes? 

MR. KOETTING: -- 10 minutes. 

CHAIRMAN GLEIMAN: Certainly. 

[Recess.] 

CHAIRMAN GLEIMAN: Mr. Koetting? 

MR. KOETTING: Thank you, Mr. Chairman. We will 

have redirect. You can only go to the well so often. 

CHAIRMAN GLEIMAN: I've got all these folks lined 

up here at the counsel tables waiting to recross from your 
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redirect. May we won't get out of here before lunch. Who 

knows? We'll see. 

MR. MCBRIDE: This is not a row of buzzards. 

REDIRECT EXAMINATION 

BY MR. KOETTING: 

Q Mr. Degen, in your discussion with Counsel McBride 

for Dow-Jones, you were asked a series of questions to 

essentially summarize some of the major points of -- of your 

methodology. Into that line a bit, you identified some 

confusion with the phrase "identical/identified" or 

something along those lines. Do you recall that? 

A Yes. 

Q Do you know whether or not that same confusion 

might have existed in some of the questions that preceded 

your identification of that confusion? 

MR. MCBRIDE: I find that question 

incomprehensible. 

MR. KOETTING: Well, let me try it again, then. 

CHAIRMAN GLEIMAN: I always thought it was the 

witness and the attorney for the witness who had to 

understand the question. But try it again if you want, Mr. 

Koetting. 

BY MR. KOETTING: 

Q Do you recall whether or not the same phrase that 

created --~that you identified as creating some confusion in 
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Mr. McBride's question had also been used confusingly in 

previously questions? 

A At the first point where I -- I realized he was 

saying identical/identical, I raised the issue. He may have 

said that in previous questions and I didn't catch it and I 

was hearing identified -- or identical/identified. YOU 

know, I'd almost have to go back and look at the record to 

see where that -- where that happened, because I -- I can't 

for sure say that he didn't do it in other instances, but if 

he did, I would certainly want to amend my answer there to 

say identical/identified, if it happened. 

Q Are you aware of anyplace else in the record that 

somebody could look to for a perhaps less confusing 

discussion of these issues? 

A Well, I think the attachment to MPA interrogatory 

T-12-1 has a tabular presentation of -- of distribution of 

item and container costs that -- that basically summarizes 

the kinds of things he was asking me there. 

Q Mr. McBride also asked you about the assumptions 

made regarding the distribution of mixed mail overhead cost, 

and assumptions was -- was his term. Can you talk a little 

bit about on what basis those assumptions were made? 

A Well, there was considerable discussion among my 

associates at Christensen Associates and Postal Service 

people, witness Bradley, some other consultants, as well, I 
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mean that -- that were part of this work. They weren't a 

separate study, but there was considerable discussion and -- 

in -- in arriving at the reasonability of the assumptions 

that underlie the new costing methodology. 

Q Finally, you had some discussion with Mr. McKeever 

from United Parcel Service regarding the distribution of 

overhead costs in Express Mail operations under what we can 

either call the Fiscal Year 1996 methodology cr, perhaps 

somewhat less confusingly, the old methodology, as opposed 

to the base year '96 or new methodology. Do you recall that 

discussion? 

A Yes. 

Q Can you tell us whether or not, under the old 

methodology, all of the not handling mail cost in the 

MODS-based new Express Mail MODS cost pool -- under the old 

methodology, would all of those costs have been assigned to 

Express Mail-specific cost in, for example, the Fiscal Year 

'96 CFA? 

A No, they would not have, and -- and in particular, 

I misspoke when he asked me whether all overhead costs in 

mixed mail would have been in specific fixed even under the 

old methodology, and -- and that's not true. There's a 

particular activity for specific fixed Express Mail costs 

and that defined specific fixed, things -- portions of 

overhead in the break and personal needs, clocking, moving 
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1 empty equipment would not have been assigned a specific fix 

2 for Express Mail and would have been part of the general 

3 overhead. 

4 So, in particular, if, as comparing the old and 

5 new methodology, where the new methodology shows that about 

6 two-thirds of the overhead costs stay in Express Mail, I 

7 haven't researched the comparable dollars under the old 

8 methodology, but it's not obvious that that's significantly 

9 different than the old methodology. 

10 MR. KOETTING: That's all the redirect we have, 

11 Mr. Chairman. 

12 CHAIRMAN GLEIMAN: Recross? 

13 MR. MCBRIDE: Yes, Mr. Chairman. 

14 RECROSS EXAMINATION 

15 BY MR. MCBRIDE: 

16 Q Mr. Degen. I'm informed that I stand corrected, 

$7 that I should have said identical/identified when I asked 

18 you those questions earlier. With that correction, would 

19 your answers be the same as they were previously, had I used 

20 the correct phrase? 

21 A It might be worth rereading them just -- just to 

22 clear that up. 

23 Q Is it a fact that, under the new methodology, you 

24 assumed that the items in unidentified/empty containers of a 

25 specific container type and cost pool are in the same 
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proportion as items in the identical/identified containers 

of the same type in the same cost pool? 

A That's generally true. 

Q Is it a fact that, under the new method, you 

assume that identical/identified containers of a specific 

container type and cost pool are representative of all 

containers of the same container type and cost pool in terms 

of the items contained? 

A That's generally true, although not true for every 

cost pool. 

Q Do you recall any other questions where I used the 

wrong phrase, Mr. Degen? 

A No. 

MR. MCBRIDE: Thank you, Mr. Chairman. 

CHAIRMAN GLEIMAN: Mr. McKeever? 

BY MR. McKEEVER: 

Q Mr. Degen, in his redirect, Mr. Koetting sometimes 

used the term -- with respect to the Express Mail costs -- 

sometimes used the term "overhead" and sometimes used the 

term "not handling mail." Are those terms identical to you? 

They have identical meanings, I should ask. 

A I hate to say yes. Overhead is sort of an old 

system term and -- and not handling is sort of how we're 

thinking of it in terms of the new methodology, and I'm 

tempted to say there's -- they are the same, but you know, 
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1 there -- there may be some minor difference that's escaping 

2 me at this point. 

3 Q Now, you indicated on redirect that there was an 

4 IOCS code under the old methodology for specific fixed 

5 costs, I think, if I heard you correctly. Is that right? 

6 A Yes. 

7 Q Do you know if that's IOCS code 6231? 

8 A I can look, and it shouldn't take too long. 

9 That appears to be correct. 

10 Q Okay. And were those specific fixed costs under 

11 6231, are they the Express Mail unit not handling mail 

12 costs? 

13 A I don't think so. I think there's some things 

14 that are -- that don't involve handling mail that don't go 

15 in there. 

16 Q That don't involve not handling mail that go in 

-17 there? Is that what you're saying? 

18 A Well, things like breaks and personal needs I 

19 don't believe is in there. 

20 Q Do you have any way of checking that now? 

21 A No. I mean, that could eat up a while. 

22 MR. McKEEVER: Mr. Chairman, I'd like to request 

23 that the breakdown of the costs in IOCS Activity Code 6231 

24 be provided by the Postal Service. 

25 THE WITNESS: When you say breakdown, could you be 
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more specific, please? 

MR. McKEEVER: Well, I thought YOU indicated to me 

that there were things in there other than not handling 

mail; am I wrong on that? 

THE WITNESS: Yes. I thought you were asking me 

is all not handling mail in 6321, and I was saying no to 

that. I didn't mean to imply there were things in 6321 that 

did involve handling mail. 

BY MR. McKEEVER: 

Q Oh. Okay, I see. Now let's make sure we're 

clear. When -- I’m talking about not handling mail. The 

whole discussion has been in the context of Express Mail 

unit not handling mail costs. Is that how you understood my 

questions? 

A Yes, it is. 

Q Okay. So that all of the Express Mail unit not 

handling mail costs would not be in activity code 6231? 

A That's my understanding, that things like breaks 

and personal needs I consider not handling mail, but I don't 

believe they're reported as specific fixed for Express Mail. 

Q Under the old methodology? 

A Under the old methodology. 

Q Can you tell me what other activity codes those 

costs are in? 

A 6521 would be breaks and personal needs; 6522 
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would be clocking in and out; 6523 would be moving empty 

equipment. 

Q Anything else? 

A Possibly, but not in my head right now. 

MR. McKEEVER: Okay. That's all I have, Mr. 

Chairman. 

CHAIRMAN GLEIMAN: Does that take care of the 

requests that you are making, it obviates the need? You 

were asking for a breakout. 

MR. McKEEVER: Yes, it does. 

CHAIRMAN GLEIMAN: Okay. Thank you. 

MR. KEEGAN: Mr. Chairman, thank you. 

I'd like to conduct a brief followup based on Mr. 

Koetting's redirect examination. 

RECROSS EXAMINATION 

BY MR. KEEGAN: 

Q Mr. Degen, I'm Timothy Keegan, representing Time 

Warner Inc. I believe Mr. Koetting asked you about the 

basis for your assumptions concerning mixed mail, and your 

response was that there had been extensive discussions 

between yourself and your associates, Witness 13radley, and 

Postal Service personnel; is that correct? 

A That's correct. This new methodology has been 

very much of a team effort. 

Q Does Witness Bradley to your knowledge have any 
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specialized knowledge about the content of the mail stream? 

A He's definitely better than the average lay 

person. I mean, he's worked on postal matters for a long 

time. 

Q Okay. Mr. McBride asked you at one point as I 

recall whether you had conducted any studies to validate 

your assumptions, and I believe your answer was that if you 

could heave thought of a way to do that, you would have done 

so. Is that right? 

A I really think you're mixing the question and the 

answer there. 

Q Well -- 

A I thought when I said if I could have figured out 

how to do it, he was specifically asking me about a study 

that involved volumes by subclass by operation group, and, 

you know, we should go back in the record and look at that 

I'm not comfortable with your characterization of it. 

Q Right. I accept that. I accept that correction. 

A Okay. 

Q Would it be possible to have done studies to 

verify your assumptions concerning mixed mail, for example, 

concerning the proportionality between counted items and 

uncounted items, identified and unidentified containers and 

so on? Would a new study in the way of a stati.stical sample 

of mixed mail have shed any light on the validi.ty of those 
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assumptions in your view? 

A Actually, I thought what I had just said was that 

identifi.cation of the universe of mixed mail is the 

fundamental problem in such a study. 

I mean if one could say this is what is in mixed 

mail, one could learn, you know, whether or not the 

identified containers are representative of it. 

The problem would be to a priori identify what 

particular container was going to be mixed mail, because 

that is not just a function of the characteristics of the 

container but of the individual data collector, the 

particular facility and exactly what is happening to that 

container at any point in time. 

So would something that I think we can't do help 

us? Yes, if we could do it, but I hate to say yes to your 

question because I don't see how you do it. 

Q Well, could you do it, for example, tfy having an 

item examined after a data collector had identified it as 

mixed mail to see what is actually in it? 

A You could try that, but if the time were available 

to do that, I would like to think it wouldn't have been 

mixed mail to begin with. 

You know, a lot of the mixed mail tallies I think 

are coming because it is very difficult or time or logistics 

are not permitting complete identification of the item, and 
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so what you are proposing is to look at those things that we 

haven't been able to look at. That is the hurdle there I 

see _ 

MR. KEEGAN: Thank you, Mr. Degen. Thank you, Mr. 

Chairman. 

CHAIRMAN GLEIMAN: Is there any further recross? 

[No response.] 

CHAIRMAN GLEIMAN: If not, Mr. Degen, I want to 

apologize for mispronouncing your name earlier, for 

starters, and to let you know that we appreciate your 

appearance here today and your contributions to the record, 

and if there is nothing further, you are excused. 

THE WITNESS: Thank you, Mr. Chairman. 

[Witness excused.] 

CHAIRMAN GLEIMAN: That concludes today's 

hearings. We will reconvene tomorrow, Wednesday the 22nd, 

at 9:30 to receive testimony from four Postal Service 

witnesses -- Thress, Tolley, Alexandrovich and Patelunas. 

With any luck, tomorrow will end this round of 

hearings from Postal Service witnesses, so thank you all for 

your cooperation. 

[Whereupon, at 12:11 p.m., the hearing was 

recessed, to reconvene at 9:30 a.m., Wednesday, October 22, 

1997. I 
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