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UNITED STATES OF AMERICA

POSTAL RATE COMMISSION

WASHINGTON, DC 20268-0001

Postal Rate and Fee Changes 



          Docket No. R2006-1
PRESIDING OFFICER’S INFORMATION REQUEST NO. 11
(Issued August 17, 2006)


The United States Postal Service is requested to provide the information described below to assist in developing a record for the consideration of the Postal Service’s request for a recommended decision on proposed rates, fees and classifications.  To facilitate inclusion of the required material in the evidentiary record, the Postal Service is to have a witness attest to the accuracy of the answers and be prepared to explain to the extent necessary the basis for the answers.  The answers are to be provided by August 31, 2006.

1. Questions 1.a-f pertain to appropriate Excel SISQ and SIMQ calculations for each of the products listed in Response of the United States Postal Service to Presiding Officer’s Information Request No. 7, Questions 3-9, file: Calculating Variabilties.xls, Sheet “Variability Calculation,” Step 2:
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a. Please confirm that an appropriate Excel Calculation for cell G3 in the above table would be:  =IF(AND(F3=1,E3=1),1,"").  If not, please provide an appropriate Excel formula to make this calculation.

b. Please confirm that an appropriate Excel Calculation for cell H3 in the above table would be: =IF(AND(F3=1,E3>1),1,"").  If not, please provide an appropriate Excel formula to make this calculation.

c. Please provide an Excel version of the above table that includes the variables listed in Row 2, all 7,896 values for each variable listed in Calculating Variabiltiesxls, Sheet “Variability Calculation,” Step 2, along with the SISQ and SIMQ values for all these variables using an appropriate Excel formula.  Please do not hard-code the SISQ and SIMQ values into the table.  Instead rely upon the appropriate Excel formula to produce the appropriate SISQ and SIMQ value for each of the 7,896 observations used in your proposed regression.

d. Please sum the SISQ and SIMQ values across all observations for each product listed in Calculating Variabilties.xls, Sheet “Variability Calculation,” Step 2.

e. Please use these summed SISQ and SIMQ values to populate Calculating Variabilties.xls, Sheet “Variability Calculation, Steps 2 and 3 (using the product specific times filed in Calculating Variabilties.Addendum.xls to calculate the overall stamp variability.

f. Please file a revised version of Calculating Variabilties.xls, along with all other Postal Service files that depend on window service variabilities, if the variabilities that now appear in steps 2 and 3 differ from the values shown in Calculating Variabilties.Addendum.xls.
2. Cell D56 of, “Calc_Variabilties.Add.POIR_7_Q6c.xls,” filed as an attachment to Response of the United States Postal Service to Presiding Officer's Information Request No. 7, Questions 3-9, calculates a variability for Stamps equal to 50.7%.  The table on page 38 of witness Bradley’s testimony (USPS-T-17), and USPS-LR-L-5 Papers, B_Workpapers, CS03.XLS, relies upon a Stamp variability of 33.50%.

a. Please explain whether 50.7% or 33.50% is the correct stamp variability.

b. If 33.50% is the correct stamp variability, please identify its derivation and explain why 50.7% was not utilized.

3. Please refer to library reference USPS-LR-L-48, page 44 and the proposed rates tab of USPS-LR-L-36, WP-STDREG-R0621.

a. Please explain why the unit mail processing cost for a nonautomation machinable letter is lower than the unit cost for an automation letter.

b. Please explain the rationale for a 4 cent rate differential between an automation MADC letter and a nonautomation machinable MADC letter when the cost differential is a negative .091 cents.

c. Please explain the rationale for a rate differential of 4.5 cents between an automation ADC letter and a nonautomation machinable ADC letter when the cost differential is .881 cents.

d. Page 13 of USPS-T-36 states,
[m]achinable letters that are not eligible for automation rates will have two presort rate options based on whether they are presorted to the Mixed AADC or AADC level… .  Because the Postal Service barcodes machinable letters at the AADC, a finer level of presort has little or no value.  For this reason, no discount will be offered for finer presorting.

Page 44 of library reference USPS-LR-L-48 shows the modeled unit cost of both MADC and ADC machinable nonautomation letters to be 5.546 cents and the unit cost of both 3-Digit and 5-Digit machinable nonautomation letters to be 5.074 cents.  This would seem to indicate that presorting to the 3- and 5- digit level saves the Postal Service .472 cents.  In light of this, please explain the basis for your statement “a finer level of presort has little or no value.”

4. POIR 5, Question 1 asked the Postal Service to provide a generalized description of the flow of Standard Mail through the Postal Service from entry to delivery for, among other categories, each hybrid category.  Witness McCrery responded, “[t]he flows can not be mapped out until the preparation is finalized.”  Please provide the flows the mail that will be moved into these new categories currently follow.
5. In response to POIR 9, Question 6a, witness Bozzo states that “[t]he discussion of subclass cost changes in USPS-T-46, Section IV.C (pages 31-41) is largely applicable both to the Postal Service and Commission costing methods.”  He then identifies several major differences and claims that such differences appear to stem from the Commission’s methodology for distributing mixed tallies.  Please provide a revised version of USPS-LR-L-100 employing the Postal Service methodology of distributing mixed tallies using IOCS item and container information.  Please show the impact of changing this methodology on test year subclass unit cost.

6. As provided in response to Docket R2005-1, POIR 4, Question 8, please provide a matrix showing a breakdown of allied cost pools showing the number of direct tallies, their associated dollar values, and their percent share of total by piece shapes, item types, and container types for each cost pool as described in direct testimony of witness Van-Ty-Smith, USPS-T-11 at section B.2.3.  The breakdown should include uncounted and empty items, identified containers by loose pieces and items, and unidentified and empty containers.  Also, identify cells where the recorded direct tally is not used and a broader set of tallies is used to form a distribution key for mixed and not-handling tallies including a description of what is used to create the proxy distribution key.

7.
Please refer to the revised version of USPS-LR-L-82, workbook “WP-ParcelPost-REVISED.xls,” sheet “Inputs.”  The source listed for items 17 (all except a and k) and 19 is “USPS-LR-L-46 (Revised).”  The source for the costs listed for these items appears to be the original version of USPS-LR-L-46, not the revised version.  Please clarify which library reference is used.
George Omas

Presiding Officer

