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USPS/MPA/ANM-T2-8. Please refer to pages 20 to 21 of your testimony, where you
discuss your model’s reliance on a cost by shape estimate for Outside County
nonletters (flats and parcels) rather than Outside County flats.

(@) Please quantify the impact that this specific modification had on the CRA
adjustment factor.

(b) Please quantify the impact that this specific modification had on your cost

estimates by rate category. In other words, what would the results have been had you
not made this modification?

RESPONSE

(@)-(b) Please see attached worksheets “CRA ADJ UNIT COSTS”,
“PRESORT LEVELS HELD CONSTANT”, and “CRA FLATS,” which | derived from a
modified version of MPA/ANM-LR-2 that uses cost by shape estimates for Outside

County flats.



Attachment USPS/MPA/ANM-T2-8

PERIODICALS OUTSIDE COUNTY FLATS MAIL PROCESSING UNIT COST SUMMARY
ACTUAL - USPS VERSION

CRA FLATS MAIL PROCESSING UNIT COSTS

Modeled Worksharing Related (Proportional) Cost Pools 7.749 1)
Non-Worksharing Related (Fixed) Cost Pools 5.428 (2)
Non-CR (Fixed) Cost Pools 0.516 (2a)
Total 13.693 (3)

CRA PROPORTIONAL ADJUSTMENT FACTOR

4 (5) (6)

BY 2005 Base Year

Base Model Costs Model Cost Volume Volume %

Basic Nonauto Presort 22.245 168,214,698 2.05%

3-Digit Nonauto Presort 15.245 172,270,322 2.10%

5-Digit Nonauto Presort 7.848 223,586,748 2.72%

Carrier Route Nonauto Presort 2.848 3,941,975,569 48.03%

Basic Auto Presort 18.111 151,367,760 1.84%

3-Digit Auto Presort 14.272 1,038,021,663 12.65%

5-Digit Auto Presort 8.096 2,511,885,335 30.61%

(7) Total Weighted Model Cost 6.975 8,207,322,096 100.00%
CRA Proportional Adjustment 1.111 (8)
ADJUSTED FLATS MAIL PROCESSING UNIT COSTS
9 (10) (1) (12)
Total
Model Proportional Fixed Mail Proc

Rate Category Unit Cost Unit Cost Unit Cost Unit Cost
Basic Nonauto Presort 22.245 24.715 6.420 31.135
3-Digit Nonauto Presort 15.245 16.938 6.420 23.357
5-Digit Nonauto Presort 7.848 8.719 6.420 15.139
Carrier Route Nonauto Presort 2.848 3.165 5.428 8.593
Basic Auto Presort 18.111 20.122 6.420 26.542
3-Digit Auto Presort 14.272 15.857 6.420 22.277
5-Digit Auto Presort 8.096 8.996 6.420 15.415

(1) Sum of proportional cost pools on page 41
(2) Sum of fixed cost pools on page 41
) (1) +(2)
(4) Model costs from respective rate category "COST" spreadsheets
(5) Base Year 2005 volumes from pages 70 and 71
(6) Rate Category (5) / Total (5)
(7) Sum [ Rate Category (4) * (6) ]
(8) (/(7)
(9) Model costs from respective rate category "COST" spreadsheets
(10) (9) * (8)
(11) (2)
(12) (10) + (11)



Attachment USPS/MPA/ANM-T2-8

PERIODICALS OUTSIDE COUNTY FLATS MAIL PROCESSING UNIT COST SUMMARY
PRESORT LEVELS HELD CONSTANT - USPS VERSION

ADJUSTED FLATS MAIL PROCESSING UNIT COSTS

Rate Category

Basic Nonauto Presort

3-Digit Nonauto Presort
5-Digit Nonauto Presort
Carrier Route Nonauto Presort
Basic Auto Presort Rev
3-Digit Auto Presort Rev

5-Digit Auto Presort Rev

(1)

Model

Unit Cost

22.245

15.245

7.848

2.848

21.060

14.110

7.618

()

Worksharing
Related
Unit Cost

24.715

16.938

8.719

3.165

23.399

15.677

8.465

©)

(4)

Non Total
Worksharing Mail Proc
Unit Cost Unit Cost
6.420 31.135
6.420 23.357
6.420 15.139
5.428 8.593
6.420 29.819
6.420 22.097
6.420 14.884

(1) Model costs from respective rate category "COST" spreadsheets

(2) (1) *[ (8) from page 39]
(3) (2) from page 39
(4) (2)+(3)



CRA PERIODICALS NONLETTERS MAIL PROCESSING UNIT COSTS

Cost
Pool
No.

©OoWO~NOGODRWN =

Source

MODS 11
MODS 11
MODS 11
MODS 12
MODS 12
MODS 12
MODS 13
MODS 13
MODS 13
MODS 13
MODS 13
MODS 14
MODS 14
MODS 14
MODS 14
MODS 15
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 18
MODS 18
MODS 18
MODS 18
MODS 18
MODS 18
MODS 18
MODS 18
MODS 19
MODS 19
MODS 41
MODS 42
MODS 43
MODS 44
MODS 48
MODS 48
MODS 48
MODS 48
MODS 49
MODS 79
MODS 99
BMCS
BMCS
BMCS
BMCS
BMCS
BMCS
NONMODS
NONMODS
NONMODS
NONMODS
NONMODS
NONMODS
NONMODS
NONMODS

Cost Pool
Abbreviation

BCS/
BCS/DBCS
OCR/
AFSM100
FSM/
FSM/1000
MECPARC
SPBS OTH
SPBSPRIO
1SACKS_M
1TRAYSRT
MANF
MANL
MANP
PRIORITY
LD15
1CANCEL
1DSPATCH
1FLATPRP
1MTRPREP
10PBULK
10PPREF
10PTRANS
1PLATFRM
1POUCHNG
1PRESORT
1SACKS_H
1SCAN
BUSREPLY
EXPRESS
MAILGRAM
REGISTRY
REWRAP
1EEQMT
1MISC
1SUPPORT
INTL ISC
PMPC
LD41

LD42

LD43

LD44

LD48 EXP
LD48 OTH
LD48_ADM
LD48_SSV
LD49

LD79
1SUPP_F1
NMO
OTHR

PLA

PSM

SPB

SSM
ALLIED
AUTO/MECH
EXPRESS
MANF
MANL
MANP
MISC
REGISTRY

Proportional
MP
Unit
Costs

XX X X X X X X X

X X X X X

xX X X

37%

X X X X X

Fixed

Unit
Costs

X X

X X X X

XX X X X X X XX

XXX X XXX XXX

63%

Total

Unit
Costs

0.000
0.038
0.012
1.148
0.000
0.546
0.003
1.215
0.047
0.110
0.107
0.615
0.095
0.042
0.019
0.024
0.048
0.277
0.978
0.010
0.177
0.489
0.108
1.514
0.160
0.021
0.171
0.044
0.000
0.004
0.000
0.004
0.033
0.061
0.000
0.000
0.034
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.561
0.087
0.441
0.000
0.105
0.192
0.003
0.066
0.127
1.045
0.022
0.000
2.279
0.081
0.030
0.496
0.003

13.693

Proportional
MP
Unit
Costs

0.000
0.038
0.012
1.148
0.000
0.546
0.003
1.215
0.047

0.615
0.095
0.042
0.019
0.024

0.177
0.489

0.160

0.004

0.000
0.000
0.000

0.249

0.003
0.066

0.387
0.022
0.000
2.279
0.081
0.030

7.749

56.60%

Fixed

Unit
Costs

0.110
0.107

0.048
0.277
0.489
0.010

0.108
1.514

0.021
0.171
0.044
0.000

0.000
0.004
0.033
0.061
0.000
0.000
0.034
0.000
0.000

0.000
0.000
0.000
0.000
0.561
0.087
0.166
0.000
0.105
0.192

0.127
0.659

0.496
0.003

5.428

39.64%

Attachment USPS/MPA/ANM-T2-8

Fixed Non-CR
MP
Unit
Costs

0.489

0.026

0.516

3.76%
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USPS/MPA/ANM-T2-9. Please refer to lines 15 to 18 of page 23 of your testimony,
where you describe your modification to the FLATPRP cost pool. Please quantify the
impact that this specific modification had on your cost estimates by rate category. In
other words, what would the results have been had you not made this modification?

RESPONSE

Please see attached worksheets “CRA ADJ UNIT COSTS”, “PRESORT
LEVELS HELD CONSTANT”, and “CRA FLATS,” which | derived from a modified
version of MPA/ANM-LR-2 that treats the FLATPRP cost pool in the same way as

USPS-LR-L-43.



Attachment USPS/MPA/ANM-T2-9

PERIODICALS OUTSIDE COUNTY FLATS MAIL PROCESSING UNIT COST SUMMARY
ACTUAL - USPS VERSION

CRA FLATS MAIL PROCESSING UNIT COSTS

Modeled Worksharing Related (Proportional) Cost Pools 8.057 1)
Non-Worksharing Related (Fixed) Cost Pools 6.178 (2)
Non-CR (Fixed) Cost Pools 0.000 (2a)
Total 14.235 (3)

CRA PROPORTIONAL ADJUSTMENT FACTOR

4 (5) (6)

BY 2005 Base Year

Base Model Costs Model Cost Volume Volume %

Basic Nonauto Presort 22.245 168,214,698 2.05%

3-Digit Nonauto Presort 15.245 172,270,322 2.10%

5-Digit Nonauto Presort 7.848 223,586,748 2.72%

Carrier Route Nonauto Presort 2.848 3,941,975,569 48.03%

Basic Auto Presort 18.111 151,367,760 1.84%

3-Digit Auto Presort 14.272 1,038,021,663 12.65%

5-Digit Auto Presort 8.096 2,511,885,335 30.61%

(7) Total Weighted Model Cost 6.975 8,207,322,096 100.00%
CRA Proportional Adjustment 1.155 (8)
ADJUSTED FLATS MAIL PROCESSING UNIT COSTS
9 (10) (1) (12)
Total
Model Proportional Fixed Mail Proc

Rate Category Unit Cost Unit Cost Unit Cost Unit Cost
Basic Nonauto Presort 22.245 25.695 6.178 31.873
3-Digit Nonauto Presort 15.245 17.609 6.178 23.787
5-Digit Nonauto Presort 7.848 9.065 6.178 15.243
Carrier Route Nonauto Presort 2.848 3.290 6.178 9.468
Basic Auto Presort 18.111 20.920 6.178 27.098
3-Digit Auto Presort 14.272 16.486 6.178 22.664
5-Digit Auto Presort 8.096 9.352 6.178 15.530

(1) Sum of proportional cost pools on page 41
(2) Sum of fixed cost pools on page 41
) (1) +(2)
(4) Model costs from respective rate category "COST" spreadsheets
(5) Base Year 2005 volumes from pages 70 and 71
(6) Rate Category (5) / Total (5)
(7) Sum [ Rate Category (4) * (6) ]
(8) (/(7)
(9) Model costs from respective rate category "COST" spreadsheets
(10) (9) * (8)
(11) (2)
(12) (10) + (11)



Attachment USPS/MPA/ANM-T2-9

PERIODICALS OUTSIDE COUNTY FLATS MAIL PROCESSING UNIT COST SUMMARY
PRESORT LEVELS HELD CONSTANT - USPS VERSION

ADJUSTED FLATS MAIL PROCESSING UNIT COSTS

Rate Category

Basic Nonauto Presort

3-Digit Nonauto Presort
5-Digit Nonauto Presort
Carrier Route Nonauto Presort
Basic Auto Presort Rev
3-Digit Auto Presort Rev

5-Digit Auto Presort Rev

(1)

Model

Unit Cost

22.245

15.245

7.848

2.848

21.060

14.110

7.618

()

Worksharing
Related
Unit Cost

25.695

17.609

9.065

3.290

24.327

16.299

8.800

©)

(4)

Non Total
Worksharing Mail Proc
Unit Cost Unit Cost
6.178 31.873
6.178 23.787
6.178 15.243
6.178 9.468
6.178 30.505
6.178 22.477
6.178 14.978

(1) Model costs from respective rate category "COST" spreadsheets

(2) (1) *[ (8) from page 39]
(3) (2) from page 39
(4) (2)+(3)



CRA PERIODICALS NONLETTERS MAIL PROCESSING UNIT COSTS
Source: ATTACHMENT TO MPA/USPS-T13-1

Cost
Pool
No.

©OoWO~NOGODRWN =

Source

MODS 11
MODS 11
MODS 11
MODS 12
MODS 12
MODS 12
MODS 13
MODS 13
MODS 13
MODS 13
MODS 13
MODS 14
MODS 14
MODS 14
MODS 14
MODS 15
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 17
MODS 18
MODS 18
MODS 18
MODS 18
MODS 18
MODS 18
MODS 18
MODS 18
MODS 19
MODS 19
MODS 41
MODS 42
MODS 43
MODS 44
MODS 48
MODS 48
MODS 48
MODS 48
MODS 49
MODS 79
MODS 99
BMCS
BMCS
BMCS
BMCS
BMCS
BMCS
NONMODS
NONMODS
NONMODS
NONMODS
NONMODS
NONMODS
NONMODS
NONMODS

Cost Pool
Abbreviation

BCS/
BCS/DBCS
OCR/
AFSM100
FSM/
FSM/1000
MECPARC
SPBS OTH
SPBSPRIO
1SACKS_M
1TRAYSRT
MANF
MANL
MANP
PRIORITY
LD15
1CANCEL
1DSPATCH
1FLATPRP
1MTRPREP
10PBULK
10PPREF
10PTRANS
1PLATFRM
1POUCHNG
1PRESORT
1SACKS_H
1SCAN
BUSREPLY
EXPRESS
MAILGRAM
REGISTRY
REWRAP
1EEQMT
1MISC
1SUPPORT
INTL ISC
PMPC

LD41

LD42

LD43

LD44

LD48 EXP
LD48 OTH
LD48_ADM
LD48_SSV
LD49

LD79
1SUPP_F1
NMO
OTHR

PLA

PSM

SPB

SSM
ALLIED
AUTO/MECH
EXPRESS
MANF
MANL
MANP
MISC
REGISTRY

Proportional
MP
Unit
Costs

XX X X X X X X X

X X X X X

xX X X

37%

X X X X X

Fixed

Unit
Costs

X X X X X X

X X X X

XX X X X X X XX

XXX X XXX XXX

63%

Total

Unit
Costs

0.000
0.038
0.012
1.153
0.000
0.550
0.003
1.370
0.050
0.118
0.111
0.623
0.095
0.042
0.029
0.025
0.048
0.299
0.990
0.010
0.184
0.502
0.111
1.596
0.173
0.021
0.196
0.044
0.000
0.004
0.000
0.005
0.033
0.063
0.000
0.000
0.036
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.566
0.087
0.461
0.000
0.119
0.207
0.006
0.067
0.139
1.063
0.022
0.009
2.294
0.084
0.067
0.505
0.004

14.235

Proportional
MP
Unit
Costs

0.000
0.038
0.012
1.1563
0.000
0.550
0.003
1.370
0.050

0.623
0.095
0.042
0.029
0.025

0.184
0.502

0.173

0.004

0.000
0.000
0.000

0.261

0.006
0.067

0.393
0.022
0.009
2.294
0.084
0.067

8.057

56.60%

Fixed

Unit
Costs

0.118
0.111

0.048
0.299
0.990
0.010

0.111
1.596

0.021
0.196
0.044
0.000

0.000
0.005
0.033
0.063
0.000
0.000
0.036
0.000
0.000

0.000
0.000
0.000
0.000
0.566
0.087
0.201
0.000
0.119
0.207

0.139
0.670

0.505
0.004

6.178

43.40%

Attachment USPS/MPA/ANM-T2-9

Fixed Non-CR
MP
Unit
Costs

0.000

0.000

0.00%
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USPS/MPA/ANM-T2-10. In your testimony on page 21, lines 7 to 8, you state,
"MPA/ANM-LR-2 also classifies the costs in letter, parcel, Priority Mail, and Express
Mail sorting cost pools as proportional.”

(@) Please list all the cost pools which were classified as "fixed" in USPS-LR-
L-43 but which you have now classified as "proportional.”

(b) Please quantify the impact that this specific modification had on your cost

estimates by rate category. In other words, what would the results have been had you
not made this modification?

RESPONSE

(@) The following cost pools were classified as "fixed" in USPS-LR-L-43

but classified as "proportional” in my testimony: 1-3, 7, 13-15, 30, 53, 58, 60-61.

(b) Please see the attached worksheets “CRA ADJ UNIT COSTS”,
“PRESORT LEVELS HELD CONSTANT”, and “CRA FLATS,” which | derived from a
modified version of MPA/ANM-LR-2 that treats the cost pools listed in subpart (a) of this

interrogatory as fixed.



Attachment USPS/MPA/ANM-T2-10(b)

PERIODICALS OUTSIDE COUNTY FLATS MAIL PROCESSING UNIT COST SUMMARY
ACTUAL - USPS VERSION

CRA FLATS MAIL PROCESSING UNIT COSTS

Modeled Worksharing Related (Proportional) Cost Pools 7.656 1)
Non-Worksharing Related (Fixed) Cost Pools 6.057 (2)
Non-CR (Fixed) Cost Pools 0.522 (2a)
Total 14.235 (3)

CRA PROPORTIONAL ADJUSTMENT FACTOR

4 (5) (6)

BY 2005 Base Year

Base Model Costs Model Cost Volume Volume %

Basic Nonauto Presort 22.245 168,214,698 2.05%

3-Digit Nonauto Presort 15.245 172,270,322 2.10%

5-Digit Nonauto Presort 7.848 223,586,748 2.72%

Carrier Route Nonauto Presort 2.848 3,941,975,569 48.03%

Basic Auto Presort 18.111 151,367,760 1.84%

3-Digit Auto Presort 14.272 1,038,021,663 12.65%

5-Digit Auto Presort 8.096 2,511,885,335 30.61%

(7) Total Weighted Model Cost 6.975 8,207,322,096 100.00%
CRA Proportional Adjustment 1.098 (8)
ADJUSTED FLATS MAIL PROCESSING UNIT COSTS
9 (10) (1) (12)
Total
Model Proportional Fixed Mail Proc

Rate Category Unit Cost Unit Cost Unit Cost Unit Cost
Basic Nonauto Presort 22.245 24.417 7.061 31.478
3-Digit Nonauto Presort 15.245 16.734 7.061 23.794
5-Digit Nonauto Presort 7.848 8.614 7.061 15.675
Carrier Route Nonauto Presort 2.848 3.127 6.057 9.184
Basic Auto Presort 18.111 19.880 7.061 26.941
3-Digit Auto Presort 14.272 15.666 7.061 22.727
5-Digit Auto Presort 8.096 8.887 7.061 15.948

(1) Sum of proportional cost pools on page 41
(2) Sum of fixed cost pools on page 41
) (1) +(2)
(4) Model costs from respective rate category "COST" spreadsheets
(5) Base Year 2005 volumes from pages 70 and 71
(6) Rate Category (5) / Total (5)
(7) Sum [ Rate Category (4) * (6) ]
(8) (/(7)
(9) Model costs from respective rate category "COST" spreadsheets
(10) (9) * (8)
(11) (2)
(12) (10) + (11)



Attachment USPS/MPA/ANM-T2-10(b)

PERIODICALS OUTSIDE COUNTY FLATS MAIL PROCESSING UNIT COST SUMMARY
PRESORT LEVELS HELD CONSTANT - USPS VERSION

ADJUSTED FLATS MAIL PROCESSING UNIT COSTS

(1) () ©) (4)

Worksharing Non Total

Model Related Worksharing Mail Proc
Rate Category Unit Cost Unit Cost Unit Cost Unit Cost
Basic Nonauto Presort 22.245 24.417 7.061 31.478
3-Digit Nonauto Presort 15.245 16.734 7.061 23.794
5-Digit Nonauto Presort 7.848 8.614 7.061 15.675
Carrier Route Nonauto Presort 2.848 3.127 6.057 9.184
Basic Auto Presort Rev 21.060 23.118 7.061 30.178
3-Digit Auto Presort Rev 14.110 15.488 7.061 22.549
5-Digit Auto Presort Rev 7.618 8.363 7.061 15.423

(1) Model costs from respective rate category "COST" spreadsheets
(2) (1) *[ (8) from page 39]

(3) (2) from page 39

(4) (2)+(3)



Attachment USPS/MPA/ANM-T2-10(b)

CRA PERIODICALS NONLETTERS MAIL PROCESSING UNIT COSTS
Source: ATTACHMENT TO MPA/USPS-T13-1

Proportional Fixed Total Proportional Fixed Fixed Non-CR

Cost MP MP MP MP MP MP
Pool Cost Pool Unit Unit Unit Unit Unit Unit
No. Source Abbreviation Costs Costs Costs Costs Costs Costs

1 MODS 11 BCS/ X 0.000 0.000

2 MODS 11 BCS/DBCS X 0.038 0.038

3 MODS 11 OCR/ X 0.012 0.012

4 MODS 12 AFSM100 X 1.153 1.153

5 MODS 12 FSM/ X 0.000 0.000

6 MODS 12 FSM/1000 X 0.550 0.550

7 MODS 13 MECPARC X 0.003 0.003

8 MODS 13 SPBS OTH X 1.370 1.370

9 MODS 13 SPBSPRIO X 0.050 0.050

10 MODS 13 1SACKS_M X 0.118 0.118

11 MODS 13 1TRAYSRT X 0.111 0.111

12 MODS 14 MANF X 0.623 0.623

13 MODS 14 MANL X 0.095 0.095

14 MODS 14 MANP X 0.042 0.042

15 MODS 14 PRIORITY X 0.029 0.029

16 MODS 15 LD15 X 0.025 0.025

17  MODS 17 1CANCEL X 0.048 0.048

18 MODS 17 1DSPATCH X 0.299 0.299

19 MODS 17 1FLATPRP 0.990 0.495 0.495
20 MODS 17 1MTRPREP X 0.010 0.010

21 MODS 17 10PBULK X 0.184 0.184

22 MODS 17 10PPREF X 0.502 0.502

23 MODS 17 10PTRANS X 0.111 0.111

24 MODS 17 1PLATFRM X 1.596 1.596

25 MODS 17 1POUCHNG X 0.173 0.173

26 MODS 17 1PRESORT X 0.021 0.021
27 MODS 17 1SACKS_H X 0.196 0.196
28 MODS 17 1SCAN X 0.044 0.044
29 MODS 18 BUSREPLY X 0.000 0.000
30 MODS 18 EXPRESS X 0.004 0.004
31 MODS 18 MAILGRAM X 0.000 0.000
32 MODS 18 REGISTRY X 0.005 0.005
33 MODS 18 REWRAP X 0.033 0.033
34 MODS 18 1EEQMT X 0.063 0.063
35 MODS 18 1MISC X 0.000 0.000
36 MODS 18 1SUPPORT X 0.000 0.000
37 MODS 19 INTL ISC X 0.036 0.036
38 MODS 19 PMPC X 0.000 0.000
39 MODS 41 LD41 X 0.000 0.000
40 MODS 42 LD42 X 0.000 0.000

41  MODS 43 LD43 X 0.000 0.000

42 MODS 44 LD44 X 0.000 0.000

43 MODS 48 LD48 EXP X 0.000 0.000
44 MODS 48 LD48 OTH X 0.000 0.000
45 MODS 48 LD48_ADM X 0.000 0.000
46 MODS 48 LD48_SSV X 0.000 0.000
47 MODS 49 LD49 X 0.566 0.566
48 MODS 79 LD79 X 0.087 0.087
49 MODS 99 1SUPP_F1 X 0.461 0.249 0.186 0.027
50 BMCS NMO X 0.000 0.000
51 BMCS OTHR X 0.119 0.119
52 BMCS PLA X 0.207 0.207
53 BMCS PSM X 0.006 0.006
54 BMCS SPB X 0.067 0.067

55 BMCS SSM X 0.139 0.139
56 NONMODS  ALLIED 37% 63% 1.063 0.393 0.670
57 NONMODS  AUTO/MECH X 0.022 0.022

58 NONMODS EXPRESS X 0.009 0.009
59 NONMODS  MANF X 2.294 2.294

60 NONMODS  MANL X 0.084 0.084
61 NONMODS  MANP X 0.067 0.067
62 NONMODS MiISC X 0.505 0.505
63 NONMODS  REGISTRY X 0.004 0.004

14.235 7.656 6.057 0.522

53.79% 42.55% 3.66%
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USPS/MPA/ANM-T2-11. In your testimony on page 21, lines 7 to 8, you state,
"MPA/ANM-LR-2 also classifies the costs in letter, parcel, Priority Mail, and Express
Mail sorting cost pools as proportional.”

(@) Please confirm that the issue you describe would affect the costs studies
for all classes and shapes of mail. For example, the flats cost pools are not classified
as proportional in the letters cost models. If you do not confirm, please explain.

(b) Please indicate whether you think such modifications should be made to
the cost studies depicting other classes and shapes of mail. If you do not think these
changes should be made to the cost studies depicting the other classes and shapes of
mail, please explain why this change should be made to the Periodicals Outside County
cost study only.

RESPONSE

(@) Confirmed.

(b) | have not studied all of the Postal Service’s cost studies, but my
reasoning for treating these cost pools as proportional (which | discuss on pages 21 and
22 of my direct testimony) would seem to apply to other classes and shapes of mail as

well.
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USPS/MPA/ANM-T2-12. On page 22 of your testimony you describe a modification
that you have made to the NonMODS "allied" cost pool. The basis for your adjustment
is an IOCS tally analysis indicating that 37% of the costs attributed to that cost pool
were for bundle sorting tasks.

@) Please confirm that there are some costs pools that are classified as
"proportional” in your cost model which also contain costs for activities that are not
contained in the mail flow model. For example, the "OPBULK" and "OPPREF" cost
pools, which represent the opening units, reflect costs for bundle sorting tasks (which
are actually modeled) and container sorting tasks (which are not actually modeled). If
you do not confirm, please explain.

(b) For the cost pools such as those described in part (a), did you make any
attempt to modify those cost pools to remove activities that are not actually included in
the mail flow model? If not, why not?

(©) Please quantify the impact that the NonMODS allied cost pool modification
had on your cost estimates by rate category. In other words, what would the results
have been had you not made this modification?

RESPONSE

€)) Not confirmed. The manual bundle sorting productivities in USPS-
LR-L-43 are from Docket No. R2000-1, USPS-LR-I-88, which defined the bundle sorting

operation broadly to include related container-handling tasks:

For purposes of modeling the costs of handling bundles, the
productivities used should include all cost incurred in bundle
handlings. All bundles sorted in an operation incur a share
of the time needed to prepare the operation for sortation, the
time associated with cleanup of the operation, the dispatch
of the containers created in the operation, and the time
needed to prepare the bundles and containers of bundles for
sortation.

Docket No. R2000-1, USPS-LR-I-88, Report.doc at 6.



DOCKET NO. R2006-1 RESPONSE OF MPA/ANM WITNESS GLICK
OCTOBER 17, 2006 TO USPS/MPA/ANM-T2-12
PAGE 2 OF 2

This broad definition of bundle sorting appears consistent with the

activities performed in opening units according to USPS-LR-L-1:

Opening unit activities include manual distribution of letter
and flat bundles, breaking down containers of mail, and
preparing letters and flats for processing in piece sorting
operations by cutting bundles and traying mail.

| assume that the costs in the Opening Unit cost pools for preparing Periodicals Outside
County flats for piece sorting operations are small since there is a separate Flat

Preparation cost pool.

(b) No. See my response to subpart (a) of this interrogatory.

(c) Please see attached worksheets “CRA ADJ UNIT COSTS”,
“PRESORT LEVELS HELD CONSTANT”, and “CRA FLATS,” which | derived from a

modified version of MPA/ANM-LR-2 that treats the NonMODS allied cost pool as fixed.



Attachment USPS/MPA/ANM-T2-12(c)

PERIODICALS OUTSIDE COUNTY FLATS MAIL PROCESSING UNIT COST SUMMARY
ACTUAL - USPS VERSION

CRA FLATS MAIL PROCESSING UNIT COSTS

Modeled Worksharing Related (Proportional) Cost Pools 7.663 1)
Non-Worksharing Related (Fixed) Cost Pools 6.050 (2)
Non-CR (Fixed) Cost Pools 0.522 (2a)
Total 14.235 (3)

CRA PROPORTIONAL ADJUSTMENT FACTOR

4 (5) (6)

BY 2005 Base Year

Base Model Costs Model Cost Volume Volume %

Basic Nonauto Presort 22.245 168,214,698 2.05%

3-Digit Nonauto Presort 15.245 172,270,322 2.10%

5-Digit Nonauto Presort 7.848 223,586,748 2.72%

Carrier Route Nonauto Presort 2.848 3,941,975,569 48.03%

Basic Auto Presort 18.111 151,367,760 1.84%

3-Digit Auto Presort 14.272 1,038,021,663 12.65%

5-Digit Auto Presort 8.096 2,511,885,335 30.61%

(7) Total Weighted Model Cost 6.975 8,207,322,096 100.00%
CRA Proportional Adjustment 1.099 (8)
ADJUSTED FLATS MAIL PROCESSING UNIT COSTS
9 (10) (1) (12)
Total
Model Proportional Fixed Mail Proc

Rate Category Unit Cost Unit Cost Unit Cost Unit Cost
Basic Nonauto Presort 22.245 24.440 7.054 31.493
3-Digit Nonauto Presort 15.245 16.749 7.054 23.803
5-Digit Nonauto Presort 7.848 8.622 7.054 15.676
Carrier Route Nonauto Presort 2.848 3.130 6.050 9.179
Basic Auto Presort 18.111 19.898 7.054 26.952
3-Digit Auto Presort 14.272 15.681 7.054 22.734
5-Digit Auto Presort 8.096 8.895 7.054 15.949

(1) Sum of proportional cost pools on page 41
(2) Sum of fixed cost pools on page 41
) (1) +(2)
(4) Model costs from respective rate category "COST" spreadsheets
(5) Base Year 2005 volumes from pages 70 and 71
(6) Rate Category (5) / Total (5)
(7) Sum [ Rate Category (4) * (6) ]
(8) (/(7)
(9) Model costs from respective rate category "COST" spreadsheets
(10) (9) * (8)
(11) (2)
(12) (10) + (11)
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PERIODICALS OUTSIDE COUNTY FLATS MAIL PROCESSING UNIT COST SUMMARY
PRESORT LEVELS HELD CONSTANT - USPS VERSION

ADJUSTED FLATS MAIL PROCESSING UNIT COSTS

(1) () ©) (4)

Worksharing Non Total

Model Related Worksharing Mail Proc
Rate Category Unit Cost Unit Cost Unit Cost Unit Cost
Basic Nonauto Presort 22.245 24.440 7.054 31.493
3-Digit Nonauto Presort 15.245 16.749 7.054 23.803
5-Digit Nonauto Presort 7.848 8.622 7.054 15.676
Carrier Route Nonauto Presort 2.848 3.130 6.050 9.179
Basic Auto Presort Rev 21.060 23.139 7.054 30.193
3-Digit Auto Presort Rev 14.110 15.503 7.054 22.556
5-Digit Auto Presort Rev 7.618 8.370 7.054 15.424

(1) Model costs from respective rate category "COST" spreadsheets
(2) (1) *[ (8) from page 39]

(3) (2) from page 39

(4) (2)+(3)
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CRA PERIODICALS NONLETTERS MAIL PROCESSING UNIT COSTS
Source: ATTACHMENT TO MPA/USPS-T13-1

Proportional Fixed Total Proportional Fixed Fixed Non-CR

Cost MP MP MP MP MP MP
Pool Cost Pool Unit Unit Unit Unit Unit Unit
No. Source Abbreviation Costs Costs Costs Costs Costs Costs

1 MODS 11 BCS/ X 0.000 0.000

2 MODS 11 BCS/DBCS X 0.038 0.038

3 MODS 11 OCR/ X 0.012 0.012

4 MODS 12 AFSM100 X 1.153 1.153

5 MODS 12 FSM/ X 0.000 0.000

6 MODS 12 FSM/1000 X 0.550 0.550

7 MODS 13 MECPARC X 0.003 0.003

8 MODS 13 SPBS OTH X 1.370 1.370

9 MODS 13 SPBSPRIO X 0.050 0.050

10 MODS 13 1SACKS_M X 0.118 0.118

11 MODS 13 1TRAYSRT X 0.111 0.111

12 MODS 14 MANF X 0.623 0.623

13 MODS 14 MANL X 0.095 0.095

14 MODS 14 MANP X 0.042 0.042

15 MODS 14 PRIORITY X 0.029 0.029

16 MODS 15 LD15 X 0.025 0.025

17  MODS 17 1CANCEL X 0.048 0.048

18 MODS 17 1DSPATCH X 0.299 0.299

19 MODS 17 1FLATPRP 0.990 0.495 0.495
20 MODS 17 1MTRPREP X 0.010 0.010

21 MODS 17 10PBULK X 0.184 0.184

22 MODS 17 10PPREF X 0.502 0.502

23 MODS 17 10PTRANS X 0.111 0.111

24 MODS 17 1PLATFRM X 1.596 1.596

25 MODS 17 1POUCHNG X 0.173 0.173

26 MODS 17 1PRESORT X 0.021 0.021
27 MODS 17 1SACKS_H X 0.196 0.196
28 MODS 17 1SCAN X 0.044 0.044
29 MODS 18 BUSREPLY X 0.000 0.000

30 MODS 18 EXPRESS X 0.004 0.004

31 MODS 18 MAILGRAM X 0.000 0.000
32 MODS 18 REGISTRY X 0.005 0.005
33 MODS 18 REWRAP X 0.033 0.033
34 MODS 18 1EEQMT X 0.063 0.063
35 MODS 18 1MISC X 0.000 0.000
36 MODS 18 1SUPPORT X 0.000 0.000
37 MODS 19 INTL ISC X 0.036 0.036
38 MODS 19 PMPC X 0.000 0.000
39 MODS 41 LD41 X 0.000 0.000
40 MODS 42 LD42 X 0.000 0.000

41  MODS 43 LD43 X 0.000 0.000

42 MODS 44 LD44 X 0.000 0.000

43 MODS 48 LD48 EXP X 0.000 0.000
44 MODS 48 LD48 OTH X 0.000 0.000
45 MODS 48 LD48_ADM X 0.000 0.000
46 MODS 48 LD48_SSV X 0.000 0.000
47 MODS 49 LD49 X 0.566 0.566
48 MODS 79 LD79 X 0.087 0.087
49 MODS 99 1SUPP_F1 X 0.461 0.261 0.174 0.027
50 BMCS NMO X 0.000 0.000
51 BMCS OTHR X 0.119 0.119
52 BMCS PLA X 0.207 0.207
53 BMCS PSM X 0.006 0.006

54 BMCS SPB X 0.067 0.067

55 BMCS SSM X 0.139 0.139
56 NONMODS  ALLIED X 1.063 1.063
57 NONMODS  AUTO/MECH X 0.022 0.022

58 NONMODS EXPRESS X 0.009 0.009

59 NONMODS MANF X 2.294 2.294

60 NONMODS  MANL X 0.084 0.084

61 NONMODS  MANP X 0.067 0.067

62 NONMODS MiISC X 0.505 0.505
63 NONMODS  REGISTRY X 0.004 0.004

14.235 7.663 6.050 0.522

53.83% 42.50% 3.66%
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USPS/MPA/ANM-T2-13. On page 22 of your testimony you describe a modification
that you have made to the 1SUPPF1 cost pool. Please describe your understanding as
to what tasks are "mapped" to that cost pool and explain how they are related to
worksharing.

RESPONSE

USPS witness Van-Ty-Smith’s testimony (USPS-T-11 at pages 18-19) and
response to MPA/USPS-T11-1 indicates that this cost pool includes quasi-
administrative operations related to mail processing. These quasi-administrative
operations relate to worksharing in the same “indirect” manner that administrative and
other piggyback costs (which, through the use of piggyback factors, are assumed to
vary proportionally with mail processing costs) relate to worksharing. This piggyback
approach is consistent with Van-Ty-Smith’s method for distributing costs in this pool to

subclasses of mail.



