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RESPONSE OF OCA WITNESS JAMES F. CALLOW
TO INTERROGATORY WMB/OCA-T1-7
WMB/OCA-T1-7.
Please refer to your response to WMB/OCA-T1-1(f) where you provide a Panzar
Analysis for the WMB NSA using a price-difference elasticity of -.8538 and to the
worksheet “Year 1” in the spreadsheet entitled Response_ WMB-OCA-T1-1(f).xIs.

(@) Please insert -.35 into Cell D11 of the referenced Excel worksheet and confirm
that, according to the resulting Panzar Analysis, if WMB'’s price-difference
elasticity is -.35, then the WMB NSA will increase USPS contribution in Year 1 of
the NSA at WMB's After-Rates volume forecast of 713 million First-Class Mall
pieces. If not confirmed, please explain fully.

(b) Please insert -.39 into Cell D11 of the referenced Excel worksheet and confirm
that, according to the resulting Panzar Analysis, if WMB'’s price-difference
elasticity is -.39, then the WMB NSA will increase USPS contribution in Year 2 of
the NSA at WMB’s After-Rates volume forecast of 750 million First-Class Mall
pieces. If not confirmed, please explain fully.

(c) Please insert -.44 into Cell D11 of the referenced Excel worksheet and confirm
that, according to the resulting Panzar Analysis, if WMB'’s price-difference
elasticity is -.44, then the WMB NSA will increase USPS contribution in Year 3 of

the NSA at WMB's After-Rates volume forecast of 785 million First-Class Mail
pieces. If not confirmed, please explain fully.

RESPONSE TO WMB/OCA-T1-7

For purposes of answering this interrogatory, | have used the unrevised Excel
file, “Response_ WMB-OCA-T1-1(f).xls,” referenced in this interrogatory. See the errata
notice filed this date concerning the revised response to WMB-OCA-T1-1(f).

(&) Not confirmed. Inserting the price-difference elasticity of -0.3400, rather than
the provided price-difference elasticity of -0.35, into Cell D11 of the unrevised Excel file,
“Response_ WMB-OCA-T1-1(f).xls, worksheet “Year 1,” will generate USPS contribution
at the after-rates volume estimate of 713 million in Year 1 of the agreement.

(b) Not confirmed. Inserting the price-difference elasticity of -0.3875, rather than

the provided price-difference elasticity of -0.39, into Cell D11 of the unrevised Excel file,



RESPONSE OF OCA WITNESS JAMES F. CALLOW
TO INTERROGATORY WMB/OCA-T1-7

“Response_ WMB-OCA-T1-1(f).xls, worksheet “Year 2,” will generate USPS contribution
at the after-rates volume estimate of 750 million in Year 2 of the agreement.

(c) Not confirmed. Inserting the price-difference elasticity of -0.4330, rather than
the provided price-difference elasticity of -0.44, into Cell D11 of the unrevised Excel file,
“Response_ WMB-OCA-T1-1(f).xls, worksheet “Year 3,” will generate USPS contribution
at the after-rates volume estimate of 785 million in Year 3 of the agreement.

See the Excel file, “Response_ WMB-OCA-T1-7(a)-(c),” accompanying this

response.



