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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 1997 Docket No. R97-1 

DESIGNATION OF INTERROGATORY RESPONSES 
PROVIDED BY INDIVIDUAL WITNESSES 

m 
Norma B. Nieto (T02) 

lnterroqatories 

Office of the Consumer Advocate UPS/USPS-T02-10 
Written responses to questions during oral 
cross-examination at Tr. 7/3507, 3531 

Ralph J. Moden (T04) 
Office of the Consumer Advocate ABA,EEI&NAPM/USPS-T25-10, 12 redirected 

to TO4 
NAA/USPS-T04-20 
UPS/USPS-T04-10 

Joe Alexandrovich (T05) 
Office of the Consumer Advocate 

George S. Tolley (T06) 
Office of the Consumer Advocate 

Gerald L. Musgrave (T08) 
Office of the Consumer Advocate 

William P. Tayman (T09) 
Office of the Consumer Advocate 

DFCIUSPS-TO5II-16 
POIR No. 3, Question 17 
POIR No. 4, Question 8a 
POIR No. 6, Question 4 
Written response to OCA’s question during oral 
cross-examination at Tr. 13/7176 

POIR No. 7, Questions 6-8 
Written response to Presiding OFficer’s question 
during oral cross-examination at Tr. 13/6939 

POIR No. 5, Question 1 

DMAIUSPS-T09-35-38 
POIR No. 5, Questions 15-16 
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Carl G. Degen (T12) 
Office of the Consumer Advocate 

Postal Rate Commission 

Michael D. Bradley (T14) 
Office of the Consumer Advocate 

Richard L. Patelunas (T15) 
Office of the Consumer Advocate 

United Parcel Service 

Peter D. Hume (T18) 
Office of the Consumer Advocate 

Michael A. Nelson (T19) 
Office of the Consumer Advocate 

David E. Treworgy (T22) 
Oftice of the Consumer Advocate 

Paul M. Lion (T24) 
Office of the Consumer Advocate 

TW/USPS-5 redirected to T12 
l-W/USPS-T12-41 
POIR No. 5, Question 20 
Written responses to questions during oral 
cross-examination at Tr. 1216637, 6642 (lines 4-6 
and 6-l I), 6643, 6644, 6660 

Written response to Presiding Officer’s questions 
during oral cross-examination at Tr. 18/8268, 8337, 
6354 

POIR No. 7. Questions 1-5 

ABPIUSPS-T15-3 (revised) 
DFCAJSPS-6 redirected to T15 
DFCLJSPS-T24-1-2 redirected to T15 
MMAAJSPS-T05-6a redirected to T15 
NDMSIUSPS-T15-1 (attachment revised 10/31) 
OCAIUSPS-4-6 redirected to T15 
OCA/USPS-T05-3-6, 9, 28-29 redirected to T15 
OCAAJSPS-TOS-2la-b redirected to T15 
OCA/USPS-T24-25, 60b, 74b (revised) redirected 
toT15 
UPS/USPS-T33-58 redirected to T15 (revised) 
POIR No. 5, Question 14 

UPS/USPS-T33-15 redirected to T15 (revised) 

NNAIUSPS-TIE-1 

OCAAJSPS-TO515 redirected to T19 

OCAAISPS-T22-12, 20b, e, g 
POIR No. 5, Question 17 
Written response to OCA’s questions during oral 
cross-examination at Tr. 3/1295, 1296-8 

OCAIUSPS-T24-96 (revised), 97, 98 (revised), 
99-101 
Written response to OCA’s question during oral 
cross-examination at Tr. 3/l 192-3 
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Leslie M. Schenk (T27) 
Office of the Consumer Advocate OCAIUSPS-T27-1-6 

Charles L. Crum (T28) 
Advertising Mail Marketing Association 

Office of the Consumer Advocate 

RIAAIUSPS-T28-5 

POIR No. 4, Question 6c 
Written response to AMMA’s qu’estion during oral 
cross-examination at Tr. 17/805,4-7, 6967, 8068 

Sharon Daniel (T29) 
Advertising Mail Marketing Association 

Office of the Consumer Advocate 

AMMA/USPS-1 (revised) redirected to T29 

AMMAIUSPS-1 (revised) redirected to T29 
OCAIUSPS-T12-43 redirected to T29 

Donald J. O’Hara (T30) 
Office of the Consumer Advocate ABA,EEI&NAPMIUSPS-T30-2-4, 6 

David R. Fronk (T32) 
Office of the Consumer Advocate ABA/USPS-T25-2-5 redirected tie T32 

POIR No. 5, Question 18 
Written response to OCA’s question during oral 
cross-examination at Tr. 411686-7 

Thomas M. Sharkey (T33) 
Office of the Consumer Advocate 

Altaf H. Taufique (T34) 
Office of the Consumer Advocate 

Joseph D. Moeller (T36) 
Office of the Consumer Advocate 

Virginia J. Mayes (T37) 
Office of the Consumer Advocate 

Mohammad A. Adra (T38) 
Office of the Consumer Advocate 

DBPIUSPS-8r, 1 la-b, 12a-b redirected to T33 
POIR No. 7, Question 20 

POIR No. 6. Question 2 

Written response to RIAA’s question during oral 
cross-examination at Tr. 6/3094-6 

DBPLJSPS-391, 82 redirected to T37 
OCA/USPS-T37-1 (partial) 
POIR No. 5, Question 13 
POIR No. 6, Question 3 

POIR No. 5, Question 12 
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Susan W. Needham (T39) 
Office of the Consumer Advocate 

Michael K. Plunkett (T40) 
Office of the Consumer Advocate 

DBPIUSPS-16a-d, 21m-p, r, v, y-aa, cc, 37, 
supplemental response to 371, 
54a-z, aa-jj, uu-zz, aaa-ddd, 62a-g, l-s, 
60, 84, 101 redirected to T39 
OCAIUSPS-T24-88. 89, 92b-d, ,f redirected to T39 
POIR No. 5, Questions 2-7 
POIR No. 7, Question 19 
Written response to Mr. Popkin’:; question during 
oral cross-examination at Tr. 3/697-99 

DBP/USPS-29 (revised), 73-78, 83, 85-87, 90 
redirected to T40 
OCA/USPS-T40-40 (revised) 
POIR No. 5. Questions 8-l 1 
POIR No. 6, Questions 5-6 
Written response to Mr. Popkin’s question during 
oral cross-examination at Tr. 3/971 
Written response to OCA’s question during oral 
cross-examination at Tr. 3/l 047 

William M. Takis (T41) 
Office of the Consumer Advocate Written response to question during oral 

cross-examination at Tr. g/4790 

John V. Currie (T42) 
Postal Rate Commission OCAIUSPS-T42-2 

Michael R. McGrane (ST44) 
Office of the Consumer Advocate POIR No. 7, Questions 15, 18 

Marc A. Smith (ST45) 
Office of the Consumer Advocate POIR No. 7, Questions 9-14, 16-17 

Marc A. Smith (ST46) 
Nashua Photo Inc., District Photo Inc., 
Mystic Color Lab, and Seattle 
Filmworks, Inc. 

NDMSIUSPS-T28-38d, 41i redirected to ST46 

Respectfully submitted, 

ylfY&?~uL;’ 

Margaret P. Crenshaw 
Secretary 
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Designated Interrogatory Responses 
of 

Norma B. Nieto (T02) 



RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES . 
9609 

OF UNITED PARCEL SERVICE 

UPS/USPS-TZ-10. Please confirm that NASS, and thus TRACS, does not include 
emergency highway contracts. If confirmed, please explain how the construction of the 
highway sample frame accounts for these contracts for developing dijstribution keys. If 
not confirmed, please explain your answer. 

Response to UPS/USPS-TZ-10: 

Confirmed. TRACS does not sample emergency contracts since the s,chedule 

information for these contracts is not available at the time of sampling. The TRACS 

distribution key for regular highway contracts is applied to all the costs in a particular 

account. 
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RESPONSE OF POSTAL SERVICE WITNESS NIETO TO QUESTIONS POSED 
DURING ORAL CROSS-EXAMINATION 

Tr. 7/3507 (Florida Gift Fruit Shippers Association) 
“Mr. Chairman, I would request that the Postal Service identify the four TRACS tests 
and the two TRACS tests and the one TRACS test that are referred ‘to by the witness in 
answer to our interrogatory T-2-41 .” 

Response: 

Please refer to the attachment to this question. 



RESPONSE OF POSTAL SERVICE ~VI (NESS NIETO TO QUESTIONS POSED 
DURING ORAL CROSS-EXAMINATION 

Response to question posed at Tr. 7/3507, lines 2-5. 

There were four Intra-BMC TRACS tests is which a portion of the truck was vertically used up to 96”: 

TESTID ACCT FTYPE UNLOAD EWE f3Ef.w~ WHEELE$ PALLET; SACICC EXPRES; OTIS; WHEEL; NPALLET; FwlG~~ PZHElGHT “SACKS “EXPRESS “OTHER A”G-“T 
02196BM 53127 SCF 11 106.00 0 72.77 
05138JS 53127 BMC 2 15 0 50 15 0 16 11 3 49 0 “’ 9: 72.13 
OWZZXX 53127 BMC 100 
06532CP 53127 SCF 100 

: i ii 50 
: 

11 72 
:i zi 

67.50 
0 20 

i :; 1: 
0 0 0”: gfj.w 

: :: 
81.60 

There were two Intra-BMC TRACS tests in which the entire truck was vertically used up to 96”: 

There was one Inter-BMC TRACS test in which a portion of the truck was vertically used up to 96”: 

Variable deflnltlons: 
TESTID Test ID 
ACCT ACCCWl?l 
FTYPE Test Facility Type 
UNLOAD Percent of truck which was unloaded 
EMPTY Percent of truck which was already empty 
REMAIN Percent of truck whiih was not unloaded 
WHEELED Percent of truck which contained wheeled containers which were unloaded 
PALLETSPercent of truck which wntained pallets which were unloaded 
SACKS Percent of truck which contained loose sacks which were unloaded 
EXPRESS Percent of truck which contained loose Express items which were unloaded 
OTHER Percent of truck which contained other kwse items which were unloaded 
NWHEELED Number of wheeled containers unloaded 
NPALLETS Number of pallets unloaded 
PIHEIGHT Height of the first of up to two sampled pallets 
PZiEIGHi Heighi oi ihe second of up io two sampied paiieis 
HSACKS Height of the loose sacks 
HEXPRESS Height of the loose Express items 
HOTHER Height of the other loose items 
AVG-HT Average height. which is calculated as the weighted average of the above heights (the two pallet heights are first straight-averaged together: a standard height of 

72” is used for wheeled containers), weighted by floorspace percentage for each itemgroup (Wheeled. Pallets. Express. Sacks. Other). 

* Note that a height of greater than 96’ (e.g.. 100. or 106) reflects a DCT’s visual estimation of a height which was too high to actually reach with a tape measure. For the purposes 
of this identification of tests in which a portion of the truck or all of the truck was filled to the ceiling. these measurements are assumed to be indicative of a true height of 96”. This 
is not a reason for concern as heights are not used in the expansion process except in the c+ulation of the cubic feet of pallets. 
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RESPONSE OF POSTAL SERVICE WITNESS NIETO TO QUESTIONS POSED 
DURING ORAL CROSS-EXAMINATION 

Tr. 713531 (American Business Press) 
“I was wondering if it would be possible for the witness or for the Postal Service to 
provide some written substantiation of her estimate that in quarter 4 of 1995 the 
periodical density factors were updated, and if so, what factors were IJsed?” 

Response: 

The density factor for PQs l-3 was 17.543 Ibslcuft, from the Form 22 Density Study of 

PQ4. FY92. Updated density factors for periodicals were used,in PQ4- of FY96 with the 

implementation of the new mail classifications into the data collection systems. The 

density used in PQ4 of FY96 was 18.262 Ibslcuft. A description of the study and 

methodology used can be found in Docket. No. MC95-1, LR-MCR-13. This study was 

conducted in PQ4 of FY94. 

9612 
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Designated Interrogatory Responses 
of 

Ralph J. Moden (T04) 



RESPONSE OF POSTAL SERVICE WITNESS MODEN TO 
INTERROGATORIES OF ABA, EEI, AND NAPM 

REDIRECTED FROM WITNESS HATFIELD 

ABA&EEl&NAPM/lJSPS-T-25-10. Explain the function of and how each of the 
following operates: 

(4 MLOCR K-33, and 

(b) MPBCS OSS. 

RESPONSE: 

(a) The MLOCR-ISS is a modified MLOCR than can “lift” an image of a 

mailpiece’s address, The address information is subsequently processed by the 

Remote Computer Reader (RCR) and/or a keyer at a Remote Encoding Center (REC) 

to determine the appropriate ZIP+4/Delivery Point Barcode. A flourescent ID tag is 

applied on the back of the mailpiece at the time of the image lift, so the mailpiece can 

be matched up with the information returned by the RCR or REC site. 

(b) The MPBCS-OSS is a modified barcode sorter that can read the ID tag and can 

spray a barcode on a mailpiece that was initially processed across the MLOCR-ISS 

Information that was returned by the RCR or a REC is matched to the fl’ourescent ID tag 

on the back of the mailpiece and a barcode is applied to the mailpiece. 

9614 



RESPONSE OF POSTAL SERVICE WITNESS MODEN TO 
INTERROGATORIES OF ABA, EEI, AND NAPM 

REDIRECTED FROM WITNESS HATFIELD 

ABA&EEI&NAPM/USPS-T-25-12. You state that “finest depth of sort can mean either 
a 5-digit. g-digit, or 1 l-digit barcode.” (Testimony at 12). Please explain the criteria 
used by the Postal Service to determine which depth of sort is to be employed. 

RESPONSE: 

See sections A800.2.0 and C840.1.4 of the DMM for the criteria used by the postal 

Service to determine which depth of sort is to be employed. 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE WITNESS MODEN 
9616 

TO THE INTERROGATORIES OF THE NEWSPAPER ASSOCIATION OF AMERICA 

NAAIUSPS-T4-20. Please refer to your response to NAAIUSPS-T84-5(f). You note 
that letters are not eligible for the automated Carrier Route rate for DCBS [sic] zones, 

a. Are letters eligible for the ECR high density letter rate for DCBS [sic] zones? 
Please explain why or why not. 

b. Are letters eligible for the ECR saturation high density letter rate for DCBS [sic] 
zones? Please explain why or why not. 

Response: 

a. - b. Yes, as long as they meet the preparation requirements for that rate 

category. The zone’s processing category does not figure into the equation. Also, 

letters may also be eligible for the basic carrier route rate if they meet the 

preparation requirements for that rate category. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MODEN 
TO INTERROGATORIES OF UNITED PARCEL SERVICE 

UPS/USPS-T4-10. Please refer to the attachment to your response to interrogatory 
APMUIUSPS-T33-13(b), redirected from witness Sharkey. The first page of that 
attachment states, “On April 7, I provided you with seven initial steps to improve Priority 
Mail performance.” Are the seven initial steps set forth in writing? If so, please produce 
a copy of the document listing those steps. 

Response: 

I have been unable to locate a copy of the April 7 memo that is referenced. 

9617 
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Designated Interrogatory Responses 
of 

Joe Alexandrovich (T05) 



Response of United States POStal Service Witness Alexandrovich 
to 

Interrogatories of Douglas F. Carlson 

DFCIUSPS-T5-11. Please refer to your response to DFC/USPS-T5-5(c). 

a. If necessary, could the Postal Service, using a reasonable expenditure of 
time and resources, train IOCS data collectors to distinguish between 
stamped cards and other cards? Please answer to the best of your 
knowledge. If your answer is anything other than an unqualified yes, 
please explain your answer fully. 

b. Using a reasonable expenditure of time and resources, is the Postal 
Service unable to train IOCS data collectors to distinguish between 
stamped cards and other cards? Please answer to the best of your 
knowledge. If your answer is anything other than an unqualified no, 
please explain your answer fully. 

C. Please define “other agency cards.” 

Response to DFCIUSPS-TS-1 

a-b. Setting aside, for the moment, what you would consider a “reasonable 

expenditure,” it may be safe to assume that additional training designed to 

improve data collectors’ ability to distinguish stamped cards from private 

postcards would result in fewer coding errors, but some errors may still 

occur. Moreover, my response to DFCIUSPS-T%(c) also sta,tes that the 

Postal Service plan to make the treatment of postal cards conzsistent with 

that of stamped envelopes made the distinction between stamped and 

private cards irrelevant. Since eliminating this distinction made lt 

unnecessary for a data collector to differentiate between stamped and 

private cards, any amount of money spent to improve their ability to do so 

might be considered unwarranted and unreasonable. 

9619 



Response of United States Postal Service Witness Alexandrovich 
to 

Interrogatories of Douglas F. Carlson 

C. “Other agency cards” refers to U.S. Government cards that bear a 

“Postage and Fees Paid” indicia in the upper right corner of the address 

side of the card. 

9620 



Response of United States Postal Service Witness Alexandrovich 
to 

Interrogatories of Douglas F. Carlson 

DFClUSPS-T5-12. Please refer to your response to DFCIUSPS-T5-5(d). Please 
confirm that no studies or other analyses have concluded that the reliability of 
the cost data for postal cards that you presented in Attachment 1 to Response to 
DFCIUSPS-T5-2(b) has been affected in any significant way by the 
misidentification of stamped cards and other cards by IOCS data collectors. If 
you do not confirm, please explain fully and provide relevant documents. 
of any such changes. 

Response to DFCIUSPS-T5-12 

Confirmed, 

9621 



Response of United States Postal Service Witness Alexandrovich 
to 

Interrogatories of Douglas F. Carlson 

DFCIUSPS-T5-13. Please refer to your response to DFCIUSPS-T&S(b). 

a. 

b. 

Please confirm that errors in properly coding stamped cards, private post 
cards, and other agency cards might have caused the attributable cost for 
stamped cards that you provided in Attachment 1 to Response to 
DFCIUSPS-T52(b) to be overstated. If you do not confirm this possibility, 
please explain fully and provide copies of relevant documents or studies. 

Please confirm that errors in properly coding stamped cards, private post 
cards, and other agency cards might have caused the attributable cost for 
private post cards that you provided in Attachment 1 to Response to 
DFCNSPS-T52(b) to be understated. If you do not confirm this 
possibility, please explain fully and provide copies of relevant documents 
or studies. 

Response to DFCIUSPS-TS-13 

a-b. Coding errors could cause costs to be either overstated or understated 

There is also the possibility that coding errors could more or less cancel 

out, leaving costs relatively unaffected. Please note that if data collectors 

are identifying postal cards as belonging to the larger category of private 

postcards, then postal card costs could be understated 

9622 



Response of United States Postal Service Witness Alexandrovich 
to 

Interrogatories of Douglas F. Carlson 

DFCIUSPS-TS-14. Please answer DFCAJSPS-T5-9(c) using the definition of 
“public interest” that the Postal Service used when it determined, under 39 
USC. § 3622(a), that a stamped-card fee would be in the public interest. 

Response to DFCIUSPS-TS-14 

I am still not sure what criteria you would use to define the public interest. I also 

am not sure that the Postal Service is required to make a determination that 

changes in data collection methods are in the public inferest, or that the 

definition of “public interest” would be the same for purposes of determining 

whether to recommend a change in classification and for purposes of making a 

change in data collection methods. Nevertheless, it seems to me that if the 

Postal Service determined to change the data collection method for cards 

because of coding errors and to make the treatment of postal cards more 

consistent with stamped envelopes, this could be said to be in the public interest. 
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Response of United States Postal Service Witness Alexandrovich 
to 

Interrogatories of Douglas F. Carlson 

DFCIUSPS-T5-15. Please refer to Attachment 1 to DFCIUSPS-T5-15. This 
attachment depicts four cards, numbered one through four. Assume that these 
cards are consistent with the requirements of DMM § C100.2.1 and any other 
applicable regulations defining a First-Class Mail card. (Note that the image of 
each card has been reduced so that the four cards will fit on one sheet of paper.) 

For each card, please state, to the best of your ability, whether the card is 
(i) a stamped card or (ii) a private post card. To the extent that you have doubt 
about the categorization of each card, please provide your best determination 
and specify the factors that prevent you from making a definitive determination or 
the additional information that you would need to make a definitive 
determination. 

Response to DFCIUSPS-T5-15 

Please note that I have never been trained as a data collector. To the best of my 

ability, however, I would identify Cards #I, #3, and # 4 as private postcards and 

Card #2 as a stamped card. 

3624 



Attachment 1 to DFWSPS-T5-15 
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Response of United States Postal Service Witness Alexandrovich 
to 

Interrogatories of DFC 

DFCIUSPS-Tk16. 

a. Do you believe that stamped cards are less expensive to process than 
private post cards? (Note that this question does not ask you to agree that the 
cost differential is any particular number of cents; I am asking only for 
confirmation that the cost of processing stamped cards is lower than the cost of 
processing private post cards.) If your answer is anything other than an 
unqualified yes, please explain your answer folly, reconcile your answer with the 
data provided in Attachment 1 to Response to DFCIUSPS-T5-2(b), and provide 
copies of all data, studies, and documents that support your position. 

b. Please refer to your response to DFCIUSPS-T5-13, where you stated, 
‘Please note that if data collectors are identifying postal cards as belonging to 
the larger category of private postcards. then postal card costs could be 
understated.” Please provide a complete explanation, using a numerical 
example if necessary, of why postal-card costs would be understated in the 
situation that you described. 

c. Assume that the cost of processing stamped cards is lower than the 
cost of processing private post cards. If a stamped card, with its lower cost 
characteristics, were mistakenly identified as a private post card, please explain 
why assignment of the processing costs for this stamped card to the private- 
post-cards category would not cause the processing costs for private post cards 
to be understated. 

Response to DFCIUSPS-T5-16 

a. 

b. 

CRA unit mail processing costs for postal cards have historically been 

lower than those of private postcards, on average. 

The costs for postal cards would be understated in the circumstance 

described because it would reduce the cost pool associated with postal 

cards. Unit costs are developed by dividing total volume variable costs by 

volume. For example, IOCS tallies are used in the development of certain 

volume variable costs for a particular class, subclass, or special service- 

the numerator in the equation. Volume data from the Revenue, Pieces, 
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Response of United States Postal Service Witness Alexandrovich 
to 

Interrogatories of DFC 

C. 

and Weigh! (RPW) report is used in the denominator to calculate unit 

volume variable costs. If an IOCS data collector mistakenly identifies a 

postal card as a private postcard, then the cost pool for postal cards will 

be reduced and the unit cost for postal cards will be understated. : 

Conversely, the cost pool for private postcards will be increased in this 

situation, thereby overstating the unit costs for private postcards. 

Your question indicates a misunderstanding of how unit costs are 

developed. As explained in subpart (b) above, unit costs are developed 

by dividing total volume variable costs by volume. Misidentifying a postal 

card as a private postcard reduces the costs associated with postal cards 

and increases the costs associated with private postcards. However, this 

IOCS coding error has absolutely no effect on the volume associated with 

either of these subclasses. RPW data, which are used to determine 

volumes, are collected independently of IOCS data. In the situation 

described in the question, an additional IOCS tally for private postcards 

would increase the costs associated with private postcards (numerator), 

while having no effect on the volume (denominator). As such, the unit 

costs of private postcards would increase. 
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Response of United States Postal Service Witness Alexandrovich to Presiding 
Officer’s Information Request No. 3, Question 17 

17. In Docket No. R90-1, the Commission recommended a new treatment for 
Eagle network distribution keys. In Docket No. R94-1, witness Barker stated that 
the Eagle network keys shown in Worksheet 14.0.7, pages 14, reflected the 
Commission’s R90-1 method. The adjustments were documented in Library 
Reference G-l 15, the TRACS Eagle Estimation Programs Overview. See 
Docket No. Rg4-1, Tr. 26E/14480-82. 

In MC97-2, witness Patelunas confirmed that the Service used the 
Commission’s methodology in the development of FY 1995 Eagle Network 
TRACS distribution keys shown in USPS-T-5, Workpaper B, Worksheet 14.0.3. 

Do the Eagle network TRACS distribution keys shown in USPS-T-5, 
Workpaper 14.03, reflect the Docket No. R94-1 methodology? If yes, what 
adjustments were made in light of the change from cubic foot-miles to pound- 
miles as noted by witness Nieto, USPS-T-2, page 6. 

RESPONSE 

The Eagle network TRACS distribution keys shown in Workpaper 14.0.3 are 

used to distribute only nonpremium costs. The methodology used to distribute 

these nonpremium costs is consistent with the Commission’s R94-1 distribution 

of nonpremium costs except for the fact that the TRACS network distribution 

keys in Workpaper 14.0.3 are based on pound-miles while the Commission’s 

R94-1 keys use cubic-foot miles. The keys shown in Workpaper 14.0.3 do not 

include the Commission’s R94-1 reallocation of premium cost to Priority and 

Express Mail, as premium costs are treated as incremental costs to the 

subclasses for which the networks exist as discussed in witness Takis’ 

testimony. 

-. 



Response of United States Postal Service VVrtness Alexandrovich 
to 

Presiding Officer’s Information Request No. 4 

POIR No. 4: 

8. Alaska Bypass Mail 

a. Witness Mayes identifies the 1996 Intra-BMC Alaska Bypass volume 
(USPS-T-37, Workpaper l.A, page 1) and revenues (USPS-T-37, Workpaper 
1 .D, page 7). 

(1) Please provide the Bypass transportation costs which are included 
in the Alaskan nonpriority air costs. 

(2) Please identify and provide any clerk and mailhandling costs for 
processing Bypass mail. 

RESPONSE 

(1) Total Parcel Post Bypass Transportation costs: 

58.88% l 82,495 = 48,573 

(2) There are no clerk and mailhandling costs for processing Bypass 
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Response of United S!ates Postal Service Witness Alexandrovich 
to 

Presiding Offrcet’s Information Request No. 6 

4. WS 7.0.4.2, tine 75, “Summary - Accrued Costs, Load” is the sum of lines 
50d, “Total Distributed Load Costs Minus Time at Stop,” 33h, “Accrued Reg. Box 
Load,” and 33i, “Load - EM Box.” Please confirm that it should be the sum of 
lines 50d, 33h, and 339, “Accrued EM Box Load.” 

Response 

Not confirmed. The following explanation may reduce any confusion. Line 33h, 

“Accrued Reg Box Load,” does not include fixed time at a stop, whereas line 

339, “Accrued EM Box Load” does include fixed time at a stop. Line 33i, “Load - 

EM Box” does not include fixed time at a stop. Line 75, “Summary - Accrued 

Costs, Load,” is the sum of all accrued load cost elements minus time at a stop 

(which is pat-l of access costs); therefore, line 75 correctly equals the total of 50d, 
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Answer of Joe Alexandrovich to Questions Posed by 
Office of the Consumer Advocate 
During Oral Cross-Examination 

963 

OCA Oral Cross-Examination: Tr. 13/7176 refers to workpaper A-3, page 20.1. The 
questions are on pages 7176-7177. The first question is: what is “the source of those 
percentages and those volume variabilities” found in workpaper A-3, page 20.1? The 
second question is: “if one of those percentages were manually changed, or we 
wanted to change that, a percentage, would that change be made at this point, from 
this point on in your workpapers, or do you have to go back to an initial program? 

OCA Oral Cross-Examination Response: 

1. Please refer to Attachment I that accompanies this response. Column (2) shows 

the footnotes on page 20.1 of-workpaper A-3 that are the basis for the questions. 

Column (3) shows the source referenced in the footnotes. Column (4) shows the 

footnotes referenced in column (3) and the sources for column (4) appear in column 

(5). Likewise, column (6) shows the footnotes referenced in column (5) and the 

sources for column (6) appear in column (7). Afler walking through the series of 

footnotes, the source of all the percentages is USPS Library Reference H-24. 

2. Any change to theavolume variabilities that appear on page 20.1 of workpaper A- 

3 would be made in workpaper A-l, Manual Input Requirement. This is the initial step 

in the Postal Service’s cost model; thus, all the subsequent workpapers would be 

impacted accordingly 



.,-,nmenl I 

Component 

(1) 

CFS 
OCR Pref 

Non-pref 
MPBCS 
CSBCS 
DBCS 
XiM 

WP A-3 
20.1 

Footnote 

(2) 

source 

(3) 

A-3, pp 5-6. col 1 

A-3, pp 5-6. co12 
A-3, pp 5-6, co! 4 

WP A-3 
Page 

Footnote 

(4) 

Source 

(5) 

Witness Alexandrovich Response 
to OCA Oral Cross-Examinalion 

WP A-i 
Page 

Footnote 

(‘3) 

Source 

(7) 

A-l, p. 108.1, flnl5 
A-l, p. 120.1, ftnt 1 
A-l, p. 108.1, fin1 6 
A-l. p. 110.1, flnt 2 
A-l. p. 110.1, flnt 1 

Page 1 
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Designated Interrogatory Responses 
of 

George S. Tolley (T06) 
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RESPONSE OF POSTAL SERVICE WITNESS TOLLEY 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 7 

6. Please provide the formula used to calculate the following TYBR discounts: 

Before-Rates 
Mail Cateaoq Discount 

Standard A Nonprofit 
Presort Nonletters 4.476295 
Automation Basic Flats 2.107374 
Automation 3/5-Digit Flats 6.919693 

These discounts appear in USPS-T-7, “Direct Testimony of Thomas E. Thress,” Table 
IV-I, page 221, and LR-H-295, “Diskette Relating to Revisions of Dr. Tolley, USPS- 
T-6,” Spreadsheets SF-R97.WK4 and SFwR97AR.WK4, page PAF Params. Cells 
AW30, AY30, and BB30. 

RESPONSE: 

These discounts are calculated in the file, D3N-NL.WK4, which is contained in 

Library Reference LR-H-312, and is being filed with this response. 

-. 



9635 

RESPONSE OF POSTAL SERVICE WITNESS TOLLEY 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 7 

7. Refer to LR-H-172, “Derivation of After-Rates Fixed Weight Price Indices,” 
Spreadsheet STASP96A.WK4, “Standard A Single Piece.” Please confirm that the 
following changes should be made in FY 1996 Billing Determinants and fixed weight 
price indices (FWls) for Standard A Single Piece mail: 

a. Cells SGL-PC:ClG and UNIFIED:CB. figure 0.343 should. be changed to 0.686. 

b. Cells BULK:B17 and BULK:C17, figure 2.828 should be changed to 2.282. 

c. Cells BULK:C29 and UNIFIED:CS, figure 145.667 should be changed to 
145.121. 

d. Cell UNIFIED:Cll, figure 146.010 should be changed to 145.807. 

e. Cell UNIFIED:E2, figure 1.022448 should be changed to 0.97804.5 (l/1.022448). 

f. Cells UNIFIED:E172 through UNIFIED:E181, figure 0.976318 should be 
changed to 0.928992. 

g. Cells UNIFIED:E183 through UNIFIED:E193, figure 1.024883 should be 
changed to 0.975477. 

RESPONSE: 

(a) - (g). Confirmed 
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RESPONSE OF POSTAL SERVICE WlTNESS TOLLEY 
TO PRESIDING OFFICERS INFORMATION REQUEST NO. 7 

8. Refer to LR-H-295, “Diskette Relating to Revisions of Dr. Tolley, USPS-T-6,” 
Spreadsheet SFmR97AR.WK4. Please provide the source of the before-rates Standard 
A single piece FWI entry of “$0.974030” in cell FWls:AC8. 

RESPONSE: 

This figure is obtained from the file 3S96.WK4, in cells UNIFIED:E119 - E193. This 

file differs from the before-rates fixed-weight index spreadsheet as filed in LR-H-171 in 

that single-piece keys and IDS weighing two ounces or less are combined (as has been 

done historically) into a single row, rather than being separated into keys and IDS 

weighing less than one ounce and those weighing between one and two ounces, as is 

necessary in order to calculate the after-rates fixed-weight price index for Standard A 

single-piece mail. If the errors identified in questions 7.b & 7.e. of this P.O.I.R. are also 

corrected in the file 3S96.WK4, the before-rates fixed-weight index for Standard single- 

piece mail, as calculated in this file, will be equal to $0.928992, as identified in question 

7.f. of this P.O.I.R. In other words, the before-rates fixed-weight price index for 

Standard A single-piece mail calculated in the file 3S96.WK4 (if corrected) is exactly 

equal to the before-rates fixed-weight price index for Standard A single-piece mail as 

calculated in the file STASP96A.WK4 in LR-H-172 (if corrected). 

The spreadsheet 3S96.WK4 is contained in Library Reference LR-H-312, filed with 

this response. In order to show the source of the $0.974030 figure cited in this 

question, the errors identified in question 7 of this P.O.I.R. have not besen corrected in 

this spreadsheet. As noted above, correcting these errors would result: in the file 

3S96.WK4 yielding the same before-rates fixed-weight price index as the file 

STASP96A.WK4 filed in LR-H-172. 



WRITTEN RESPONSE OF POSTAL SERVICE WITNESS TOLL.EY TO 
QUESTION POSED BY THE PRESIDING OFFICER AT TR. 13/6939 

QUESTION: Your revised volume forecast that we were discussing a moment ago that 
you submitted on October 9’ did not, to the best of my understanding, 
account for Witness Mayes’ revised revenue adjustment fac,tors. And my 
question is, do you plan to revise your volume forecast for tlound printed 
matter and parcel posts to account for Ms. Mayes’ revised revenue 
adjustment factors? 

RESPONSE: 

. Although the before- and after-rates values of the fixed weight indices do 

respond to changes in Ihe revenue adjustment factors, the volume forecasts for all mail 

categories are independent of these revenue adjustment factors. Therefore, no 

revisions to the volume forecasts are necessary to account for Witness Mayes’ revised 

revenue adjustment factors. 

The rate effecl multiplier is the component of the volume forecasting equation 

which contains the fixed weight indices. For each price included in the rate multiplier, 

there is a price ratio having the following form: 

(1) 

where: 

P, is the deflated price in the projection quarter t 

PO is the deflated price in the base year, and 

e is the price elasticity. 

The deflated price can be represented as follows: 

P, = 
ARP, * RAF 

PC, 

where: 

ARP, 

RAF 

PC, 

is the calculated average revenue per piece in quarter t 

is the revenue adjustment factor, and 

is the price deflator in quarter t. 
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The numerator of the deflated price term in equation 2 is simply the fixed weight index, 

which is obtained by taking the calculated average revenue per piece for each rate 

category and multiplying by the revenue adjustment factor. 

If one were to change the revenue adjustment factor used in calculating the fixed 

weight index, it would change both the numerator and denominator of the price ratio 

shown in’equation 1 by the same proportion. This implies that the price ratio, and as a 

consequence the rate multiplier and the volume forecast itself, remains’ unaffected by 

changes in the revenue adjustment factor. 
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Designated Interrogatory Responses 
of 

Gerald L. Musgrave (T08) 



RESPONSE OF POSTAL SERVICE WITNESS MUSGRAVE 
‘ TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 5 

1. Please refer to the following table which presents witness Musgrave’s volume 
forecasts for Priority Mail and the annual growth rates implied by those forecasts. 

Explain why the forecast growth rate for Priority Mail drops from 13.08 
percenkn GFY 1997 to 6.72 percent in TYBR (GFY 1998). 

b. Also explain the low Priority Mail growth rates of 3.31 percent and 3.71 
percent forecasted for TYAR (GFY 1998) and GFY 1999 respectively. 

Priority Mail Volume Forecasts and 
Annual Growth Rates 

Volume Percent 
Item (Thousands) Change 

GFY 1996 (Base Year) 937,273 g 
GFY 1997 (Before Rates) 1,059.882 z 13.08% 
GFY 1998 (TYBR) 1,131,156~ 6.72% 
GFY 1998 (TYAR) 1,094,946 2 3.31% 
GFY 1999 (After Rates) 1,135,5633, 3.71% 
2 FY 1996 RPW 
z USPS-T-8, Table 1 (Revised 808197) 
x LR-H-125, “Before Rates and After Rates Forecasts 

for Priority Mail and Express Mail,” page 9 
(Revised 8/l 8/97) 

RESPONSE: 

1. While the forecasted growth in Priority Mail depends on the values of each of the 

individual Postal quarterly multipliers, combining the multipliers into annual1 values for 

Postal rates, UPS rates, Economic, and Demographic impacts can be used to answer the 

question. The answer is based on the multipliers presented in Library Reference H-125. 

The accompanying spreadsheet (Library Reference H-306) shows the det:ailed 

calculations. The calculations I cite, in this response, are color coded in the spreadsheet. 

Multipliers are based on Postal quarters and it should be remembered that the total 

annual effect is obtained by multiplying the multipliers together. Converting the impact of 

the multipliers from Postal Fiscal Years to Governmental Fiscal Years results in rounding 

and averaging differences in the range of 0.02 to 0.05 (0.0002 to 0.0005) :percent. The 
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Base Year used to produce the forecasts in the testimony are Postal quarters 96:3 

throdgh 97:2 equaling 991.286 million pieces, (See USPS-T-8, Table 1, F:evised 8/18/97) 

rather than the PFY 1996 equaling 937.273, presented above in the POIR. 

la. Government Fiscal Years 1998 to 1997 Before Rates Volume 

From the Base Year used in the testimony to GFY 1997 before rates, lower 

real Postal rates (Priority Mail and Parcel Post) resulted in increased volume of’l.09 

percent. Short-run and long-run economic conditions resulted in a 2.51 percent increase 

in volume with population adding an additional 0.70 percent. UPS price increases 

resulted in a 1.86 percent increase in volume. The net result is an increase of 6.95 

percent in GFY 1997 volume over the actual Base Year period used to produce forecasts 

in the testimony. The difference in Base Year periods accounts for the drfference 

between 13.08% and 6.95%. 

GFY 1997 Before-Rates to GFY 1998 (TYBR) Volume 

The volume growth in the before-rates environment is approximately the same 

at 6.74 percent. From GFY 1997 before rates to GFY 1998 before rates, lower real 

Postal rates (Priority Mail and Parcel Post) would result in an increase in ‘volume of 1.77 

percent. Short-run and long-run economic conditions would result in a 2.05 percent 

increase in volume with population adding an additional 0.82 percent. UPS price 

increases would resulted in a 1.59 percent increase in volume. The net result would be a 

6.74 percent increase in 1998 volume over 1997, if Postal rates did not increase. 

1 b. GFY 1997 Before-Rates to 1998 After-Rates Volume 

From GFY 1997 before-rates to GFY 1998 after-rates, higher real Postal rates 

(Priority Mail and Parcel Post) would result in a decrease in volume of 138 percent. 
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Short-run and long-run economic conditions would result in a 2.01 percent increase in 

volume with population adding an additional 0.78 percent, Combining the economic and 

demographic impacts would result in a 2.81 percent impact, UPS price increases would 

result in a 1.55 percent increase in volume. The net result would be a 3.3 percent 

increase in GFY 1998 after-rates volume over GFY 1997, if rates proposed by the Postal 

Service were adopted. The decrease in growth is primarily the result of the proposed 

Postal rate increases. 

GFY 1998 After-Rates to 1999 After-Rates Volume 

From GFY 1998 after-rates to GFY 1999 after-rates, lower real Postal 

Rates (Priority Mail and Parcel Post) would result in an increase in volume of 0.47 

percent. The small net impact results from the lagged effect of the previouls price 

increases. Short-run and long-run economic conditions would result in a 1.19 percent 

increase in volume with population adding an additional 0.94 percent. Combining the 

economic and demographic impacts would result in a 2.14 percent impact. UPS price 

increases would also result in a 1.08 percent increase in volume. The net result would be 

approximately the same growth, at a 3.72 percent increase in GFY 1999. 

In summary, the growth of GFY 1997 over the Base Year Period is 6.95 percent 

and is approximately the same as the GFY 1998 before-rates over GFY 1997 growth of 

6.74 percent. The difference from 13.08 %, results from using the Base Yt?ar Period in 

the testimony rather than GFY 1996, as listed in the POIR. The reduced volume growth in 

the after-rates environment at 3.3 percent for GFY 1998 and 3.7 percent in GFY 1999 is 

primarily due to the proposed increase in Postal rates. 

3 
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RESPONSE OF WITNESS TAYMAN TO INTERROGATORIES OF 
THE DIRECT MARKETING ASSOCIATION 

DMAIUSPS-TS-35. Please confirm that the Postal Service’s FY 1997 fiscal year ended on 
September 30, 1997. If not confirmed, please list the date that the Service’s fiscal year 
1997 ended. 

RESPONSE: 

Confirmed. 
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RESPONSE OF WITNESS TAYMAN TO INTERROGATORIES OF 
THE DIRECT MARKETING ASSOCIATION 

DMAIUSPS-TS-36. Please provide total cost data (including all relevarlt reports or studies) 
for the Postal Service for fiscal year 1997. 

RESPONSE: 

The Postal Service’s FY 1997 revenues, expenses, and net income have not yet 

been finalized. Accounting records are currently undergoing a year end audit. 

Following the completion of the audit, and approval of the audited financial statements 

by the Board of Governors at their December meeting, the Postal Service’s accounting 

records will be provided to the Postal Rate Commission. 
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RESPONSE OF WITNESS TAYMAN TO INTERROGATORIES OF 
THE DIRECT MARKETING ASSOCIATION 

DMAIUSPS-TS-37. Please provide total revenue data (including all relevant reports or 
studies) for the Postal Service for fiscal year 1997. 

RESPONSE: 

See my response to DMAIUSPS-TS-36 
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RESPONSE OF WITNESS TAYMAN TO INTERROGATORIES OF 
THE DIRECT MARKETING ASSOCIATION 

DMAIUSPS-TS-38. Please provide total net income data (including all relevant reports or 
studies) for the Postal Service for fiscal year 1997. 

RESPONSE: 

See my response to DMA/USPS-TS-36 
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RESPONSE OF WITNESS TAYMAN TO PRESIDING OFFICER 
INFORMATION REQUEST NO. 5 

15. Please provide all workpapers showing formulae and calculations for the cash 
flow forecasts for FY 1997, Test Year Before Rates, and the Test Year Afler Rates as 
shown in USPS Exhibit 9-F, revised 9104197. If the workpapers are on a spreadsheet 
or other computerized format, please provide the workpapers on a diskette or a 
CD-ROM. 

RESPONSE: 

The spreadsheets used to calculate the cash flows shown in US’PS Exhibit 9-F, 

revised g/4/97, are provided as Library Reference H-310, 

_ .___ -_. --- --_ - . .--.. 
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RESPONSE OF WITNESS TAYMAN TO PRESIDING OFFICER 
INFORMATION REQUEST NO. 5 

16. Please provide all workpapers showing formulae and calculations for the 

estimates of investment income for FY 1997, Test Year Before Rates, and Test Year 

Afler Rates as shown in USPS Exhibit 9-G. The workpapers should show the 

derivation of the estimated average investment balance and how these estimates are 

tied to the estimates of the estimated cash flows. If the workpapers are on a 

spreadsheet or other computerized format, please provide the workpapers on a diskette 

or a CD-ROM. 

RESPONSE: 

The spreadsheets used to calculate the investment income shown in USPS 

Exhibit 9-G are provided as Library Reference H-310. 
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Designated Interrogatory Responses 
of 

Carl G. Degen (Tl2) 



Response of United States Postal Service Witness Drgen 
to Interrogatories of Time Warner, Inc. 

(Redirected from the Postal Servlce) 

TWIUSPS-5. In his response to TWIUSPS-12-288, witness Degen filed data 
sets tw28emod, tw28ebmc. and tw28enmd, which show the volume 
variable costs allocated to subclasses and special services based on counted 
mixed mail items, by item type and cost pool. One of the item types 
sometimes counted by the IOCS clerks was international sacks. At the 
MODS cost pool called INTL, presumably dealing with international mail, 
29.8% of the volume variable costs allocated based on counting 
international sacks was allocated to the Periodicals subclasses. 40.7% was 
allocated to Express Mail, 3.6% to Priority, 13.6% to Registry and 11.1% to 
First Class. None was allocated to international mail. A number of other 
item types were also counted at the INTL cost pool, and international sacks 
were also counted at other cost pools. However, only at BMC’s did any of 
these counts show international mall. At the BMC’s, it appears that all mail 
counted in international sacks was identified as international mail, versus 
none in MODS offices. 

a. Please confirm that periodicals sent abroad are classified as International 
mail and not as part of the Periodicals subclass. If not confirmed, please 
explain. 

b. Do the Periodicals volumes shown in the billing determinants and used 
for domestic fate design purposes include any periodicals mailed to other 
countries? If yes, please explain. 

c. Is it likely that mail found in international sacks at the INTL cost pool is in 
fact international mail? If no, please explain. 

d. Does the Postal Service have any explanation for why mail counted in 
international sacks at BMC’s was always classified as international mail, 
but never classified as international mail when the count occurred in 
MODS offices? 

e. Has any adjustment been applied, either by Degen or others ,using his 
results, to correct the apparent misclassification described above? If 
yes, please describe those corrections and provide references to the 
part(s) of the Postal Service’s filing where such adjustments were made. 

TWNSPS-5 Response. 

The data cited in the question reflect a misclassification that affects the 

response to TW/USPS-T12-28 but not the Base Year 1996 input,s. The 

misclassification is not of the contents of counted sacks sampled in IOCS, 
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Response of United States Postal Service Witness De,gen 
to Interrogatories of Time Warner, Inc. 

(Redirected from the Postal Service) 

but rather of IOCS tallies for ‘counted” items versus other IOCS item tallies 

with direct activity codes. Records for counted item tallies may be 

identified by the presence of an alphabetic code In variable F92538, which 
. 

corresponds to question 24 responses. Prior to July 1, 1996, the valid 

range of values for F9253B was ‘A’-‘X’; for the rest of FY 1996, the valid 

range was ‘A’-‘N’ (see the LR-H-23 hardcopy documentation). The latter 

range reflects a reduction in the number of question 24 mail cat,egories, 

which was intended to mitigate potential mail identification protllems related 

to reclassification (see my response to OCAIUSPS-T12-39). When the 

tw28emod, tw2Benmd, and tw28ebmc data sets ware produced, counted 

item tallies were identified as tallies with F9253B values betweeln ‘A’-‘N.’ 

Tallies with F9253B values between ‘Of-‘X’ were considered to be other 

(non-counted) direct item tallies, and were not represented in the data sets. 

In particular, F9253B values ‘S’-‘X’ corresponded to International Mail 

categories in question 24 prior to July 1, 1996. The data sets understate 

the counted item costs for several item types. However, the 

understatement is most severe for international sacks, which would, 

naturally, be expected to contain primarily international mail. Additionally, 

In the tw28emod data set, costs for activity code 5461 (mlxed International 

Mail) are classified as mixed-mail costs. Corrected data sets tw.ZBemdr, 

tw28bmr. and tw28nmr will be filed in LR-H-296. Again, since ,the cost 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner, Inc. 

(Redirected from the Postal Service) 

distribution programs do not make use of F9253B data, the error is 

irrelevant to the mixed-mail distribution procedure. 

a. Confirmed. 

b. My understanding is that the specified volumes are for domestic 

Periodicals, 

c. Yes. Using data in tw28emdr, 85.6% of counted international sack 

costs are associated with IOCS records that have International Mail 

activity codes. 

d. In the BMC data set, counted item tallies with activity code 5461 were 

classified as counted item tallies (with an International Mail ;activity code) 

rather than as mixed-mail tallies. Also see the explanation albove. 

e. Invariably, some sacks are used to transport mail other than the primary 

subclass with which they are associated. Our finding that the 

international sacks in the MODS INTL cost pool are 85.6% International 

Mail does not indicate a mail identification problem. No adjustment has 

been made. 
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Response of United States Postal Service Witness Degen 
to Interrogatories of Time Warner, Inc. 

TWIUSPS-T12-41. Please refer to your answer to MPA/USPS-T12-Bd. Your 
response included the filing of a spreadsheet, Included in LR-H-277, which 
disaggregates, by activity code, the costs that were classified as Window 
Service and Admlnistrative Support costs in PY1996, but were classified as 
Mail Processing costs in BY 1996, using your new Segment 3 costing 
method. 

a. Please provide, in a format similar to that used In your response to 
MPANSPS-T12-Bd, by activity code, the costs (if any) that were 
classified as Mail Processing costs in costs if p196, but were reclassified 
as (1) Window Service costs and (2) Administrative and Sup,port costs in 
8Y96. As in your response to MPAIUSPS-T12-Bd, please separate costs 
corresponding to direct, mixed item, mixed container and not handling 
costs. 

b. Please provide, in a format similar to that requested above, bsy activity 
code, the costs (if any) that were classified as Window Service costs for 
PY96, but were reclassified as Administrative and Support costs in 
BY96. 

c. Please provide, in a format similar to that requested above, by activity 
code, the costs (if any) that were classified as Administrative and 
Support costs in N96, but were classified as Window Service costs in 
BY96. 

TW/USPS-T12-41 Response. 

a. The requested data will be filed in LR-H-296 as spreadsheet 7W-41a.xls. 

Please note that I have provided IOCS tally costs rather than volume 

variable costs (in the sense of my response to TWIUSPS-T12-,24 part a). 

b. The requested data will be filed in LR-H-296 as spreadsheet TW-41 b.xls. 

As in part (a), the spreadsheet presents IOCS tally costs. 

c. The requested data will be filed In LR-H-296 as spreadsheet TW-4lc.xls. 

As in part (a), the spreadsheet presents lOCS tally costs. 



Response of United States Postal Service Witness Degen 
to Presiding Officer’s Information Request #5 

20. Refer to LR H-146, pages IV-8 through IV-19. Please explain why IOCS 
tallies for operations unrelated to the MODS cost pool titles are included 
in the pools. For example, why are 44,877 in OCR costs found in the 
mods 11 bcs cost pool? 

20. Response. 

I believe that the question refers to pages VI-8 through VI-19 of LR-H-146, 

the crosswalk of CRA space categories to MODS-based cost pools. 

The simple explanation is that the IOCS-based CRA space categories are 

based on the sampled employee’s observed activity, while the fvlODS-based 

cost pool assignment is based on the employee’s clocked-in MODS 

operation number. The data on pages VI-8 to VI-1 9 show that im cases 

where there are IOCS space categories that correspond to the cost pool 

title, the space category and MODS cost pool are consistent the vast 

majority of the time. However, the sampled employee’s activity does not 

always correspond to the clocked-in MODS operation. Please ssle pages 6-7 

of my direct testimony, USPS-T-l 2, and Tr. 1216154 and Tr. 12!6273 for 

additional discussion. Apparent discrepancies between the space category 

and MODS cost pool titles can be the result of several phenomena: 

1. There is not a one-to-one correspondence between IOCS space 

categories and the MODS cost pools. In particular, the ‘distribution” 

space categories (OCR, sorting to letter case, etc.) are define,d such that 
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they encompass both distribution and allied labor. Employees assigned 

to allied and support operations will often be observed working in the 

vicinity of the direct operations that they support. .For instance, if the 

data collector observes an employee performing an allied labor activity, 

the type of allied labor being performed is recorded in question 1 Bd, part 

2, and the type of distri.bution operation is recorded in question 19. The 

employee may be legitimately clocked into an allied labor (LDC 17) 

MODS operation, but the logic of program PIGGYF96 (LR-H-146) assigns 

the tallies to the space category using only the question 19 response, 

i.e., to the type of distribution operation being supported. This may 

create the erroneous impression that the employee working an allied 

labor MODS operation is performing distribution work. 

2. The employee may be temporarily engaged in an activity that is different 

from the clocked-in operation. For such “incidental” activities, it may be 

inefficient for the employee to reclock. In this case, I might e,xpect 

employees to be observed working operations which are physically 

adjacent to their assigned operation, or which are under the same 

supervisor. So, for instance, en employee assigned to a BCS operation 

might temporarily monitor an adjacent OCR as needed or direc:ted. OCR 

and BCS are the only operations where this appears to be haplpening on 

a widespread basis; the effect on the cost distributions is mitigated by 
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the similarity of the operations-i.e., both are letter automation 

operations. 

3. The employee may have switched operations for a more extended period 

of time but not reclocked. 

4. A few MODS operations simply do not have corresponding IOCS-based 

space categories. For instance, there is not an ‘accountables cage” 

space category to correspond to the Registry cost pool. 

5. The clocked-in MODS operation number may be inaccurately irecorded on 

the tally. Since entering the question 18 and 19 data invo1ve.s hundreds 

of thousands of keystrokes, some errors are inevitable. Suppose that the 

data collector keys the MODS operation number into the COClES IOCS 

software incorrectly 0.1% of the time. One would then expe’ct there to 

be about 187 errors in the MODS mail processing tallies (0.1% of 

167,036). Note that there are only 1,287 cells in the MODS portion of 

the crosswalk matrix (39 MODS cost pools by 33 non-BMC space 

categories). Thus, the error rate would only have to be 0.77% 

(1,287/l 67,036) for there to be one tally with an erroneous MODS 

operation number for every cell in the matrix. Some errors in entering 

the MODS operation number will be innocuous. If the data collector 

mistakenly enters operation 211 instead of 210, the tally will still be 

assigned to the ‘1 Platform” cost pool. However, transposing digits of 
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the MODS operation number is likely to result in the assignment of a 

valid MODS number in a different cost pool, since there are hundreds of 

valid three-digit codes. While attention has focused on the entry of the 

MODS operation number, it also may be the case that the em,ployee’s 

observed activity was recorded incorrectly in questions 18 and 19. I 

would expect the actual error rates to be small. The effect of these 

types of errors, combined with a low error rate, would be to assign small 

amounts of cost to many space category/cost pool combinations “at 

random.” 

6. The RBCS keying operation is not sampled in IOCS. RBCS keying costs 

account for approximately 98% of LDC 15. Thus, the distribution of 

LDC 15 costs to IOCS space category should be disregarded. 

Examining the data at pages VI-8 to VI-19 of LR-H-146, I conclucle that the 

space categories and cost pool titles are generally consistent in the letter 

and flat distribution operations where the closest correspondences would be 

expected to be found. Excluding the overhead-related space categories 

(6521-6523, plus ‘00 Not Used” and ‘999999”1, I observe that the ‘worst 

case” MODS distribution operation, OCR, has 76.7% of its costs assigned 

to the OCR space category, and 95.5% of its costs are assigned ‘to letter 

automation (OCR plus 8CS) space categories. The other letter and flat 

Page 4 of 5 

-. 



Response of United States Postal Service Witness Degen 
to Presiding Officer’s Information Request #5 

distribution cost pools are significantly more homogeneous, with 87.4% 

(BCS) to 95.8% (LSM) of the costs assigned to the corresponding space 

category. For the purpose of cost distribution, where homogeneous cost 

pools are desirable, the MODS-based cost pools are greatly superior to 

previous cost pools based on the IOCS CAG stratum and basic function, 

used in the LIOCATT process. The MODS-based cost pools also avoid tally 

cost weighting problems that would arise with a purely IOCS-based 

approach to operational cost pools (please see my responses to DMAIUSPS- 

T12-13 and DMANSPS-T12-18 for further discussion). 
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Written Response of United States Postal Service Witness Degen 
to Oral Questions of Alliance of Nonprofit Mailers 

Q. 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... Do you have any idea of how the F-45 
handbook would call for the disposition of such a tally? (Tr. 121’6637 lines 
14-!7; 21-22.) 

A. The F-45 handbook (LR-H-49) contains no specific instructions for the 

disposition of such a tally. Mail class is recorded in question 2:3b. The 

question 23b instructions indicate that the Third-ClassKtandarcI Mail (A) 

categories apply to mailpieces weighing less than 16 ounces. Weight is 

recorded in question 239. The instructions to question 239 (LFI-H-49, p. 

131) are simply to record the weight in pounds and ounces, rounded to the 

nearest ounce, for mailpieces weighing more than 4 ounces. It cannot be 

determined from the hypothetical whether the mail class was misidentified 

or the weight was incorrectly entered. 
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0. Would you accept, subject to check, that the rate schedule for Standard 
A letters doesn’t go beyond 3.3 ounces? (Tr. 12/6642 lines 4-6.) 

A. Upon checking the Standard Mail (A) rate schedules, my understanding is 

that eligibility for Standard Mail (A) letter rates is limited to letter-size 

.mailpieces weighing less than 3.3 ounces. Heavier Standard M,ail (A) 

mailpieces could still be considered letters under DMM CO50, and for the 

purposes of shape identification in IOCS, but would not be eligible for the 

letter-size rates. 



Written Response of United States Postal Service Witness Degen 
to Oral Questions of Alliance of Nonprofit Mailers 

0. Now, when IOCS clerks distinguish between letters and non-letters, do 
they consider only the outside dimensions of the piece, or do they also 
consider the weight of the piece? (Tr. 12/6642 lines 8-l 1.) 

A. Shape data are collected in IOCS question 22. The instructions to 

question 22 (please see LR-H-49, pages 92-93, and Appendix A) indicate 

that the data collector should consider the outside dimensions of the piece, 

but not the weight of the piece, in determining whether the piece is letter- 

sized. This approach is consistent with the definition of the letter-size mail 

processing category in DMM CO50. 
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Cl. Suppose at the... moment of data collection the Postal Service employee 
is handling a bundle... of mail. Is the... tally supposed to reflect the weight 
of the entire bundle or the weight of a single piece in the bundle. (Tr. 
12/6643, lines 21-25.) 

A. The tally is supposed to reflect the weight of the mailpiece selected (per 

the Top Piece Rule) for the question 22 and 23 responses. More generally, 

weight will only be recorded for an item tally if the tally contains identical 

mail or is subject to the Top Piece rule, in which cases the employee again 

selects a single piece upon which the question 22 and 23 responses are 

based. No weight will be recorded in other cases, i.e., mixed-mail item 

tallies subject to counting in question 24 and ‘uncounted” iterr tallies. 
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Written Response of United States Postal Service Witness Degen 
to Oral Questions of Alliance of Nonprofit Mailers 

0. Suppose that... at the point of data collection the employee is working 
on a container that... contains a number of items... What would the tally- 
taker record, the weight of the container, the weight of an individual item, 
or the weight of a representative piece? (Tr. 12/6644 lines 4-6; 9-l 1.) 

A. If the contents of the container are identical mail, then the weight of the 

representative piece selected for the question 22 and 23 responses is 

recorded. Otherwise, no weight is recorded for the container. 
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Written Response of United States Postal Service Witness Degen 
to Oral Question of Dow Jones & Company, Inc. 

Q. Is it a fact that under the new methodology you assumed th,at loose 
letters and flats in containers have the same subclass composition as all 
individually-handled letters and flats at each MODS cost pool. r:Tr. 12/6660, 
lines 2-5.) 

A. No. Loose letters in containers and loose flats in containers are separate 

mixed-mail categories under the new methodology. Correct statements 

would be as follows. Loose letters in containers are assumed to have the 

same subclass composition as all individually handled letters in the same 

MODS cost pool. Loose flats in containers are assumed to have the same 

subclass composition as all individually handled flats in the same MODS cost 

pools. Please see Docket No. R97-1, Tr. 12/6173, for a general summary of 

mixed-mail distribution rules under the new methodology. 



Written Response of United States Postal Service Witness Degen 
to Oral Questions of the Presiding Officer 

0. Do you know how many times and at what times Headquarters may have 
approved changes in conversion factors, and what percentages of mail... 
may have been impacted by this establishment of... local conversion 
factors? (Tr. 18/8268 lines 4-8) 

A. To the extent that the transcript (at Tr. 18/8267-8269) might have left 

the impression that there is some-although “very limited”-authorization of 

local conversion factors including those applied to Scale Weight System 

(SWS) transactions, my current understanding is somewhat diffserent. I 

have been informed that Headquarters has not approved any changes in 

SWS conversion factors that convert weiqht to pieces. The use of national 

conversion factors for SWS has been the policy of the USPS over time. My 

understanding is that the SWS conversion factors are hard-coded into the 

system, so they cannot be overwritten by local units. Note that the section 

on MODS data in the Inspection Service workload audit makes no mention 

of sites using locally developed SWS conversion factors. Rather than my 

recollection of very limited local deviations from SWS conversion factors, 

there have actually been none. 

With respect to conversion factors based on inputs other than weight, I am 

aware of one situation in which sites may be authorized to use locally 

developed conversion factors. Recall that parcel FHP volumes are 

determined by conversions from containers to pieces or by direct piece 

counts. Sites are allowed to develop local container to piece conversion 
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to Oral Questions of the Presiding Officer 

factors for manually processed Priority mail, for which mixed shapes are 

commonly included in the same container. For example, a site processing 

mostly parcel-shaped Priority mail because of a local originator of parcel 

shipments such as a catalog retailer would have a different count of pieces 

~per container than a site processing Priority mail for an area with many small 

non-manufacturing businesses, where there would be a higher concentration 

of flat-shaped Priority. In such cases, use of locally~developed plieces per 

container conversion factors would improve the accuracy of Priority FHP 

volumes. If a site develops its own pieces per container factor for manually 

processed Priority FHP, it must have on hand documentation as to how that 

conversion factor was developed, in case of an audit. Machine counts are 

used at all sites processing Priority mail of mixed shapes on mechanized 

equipment (e.g., Small Parcel and Bundle Sorters). I am not aware of the 

extent to which this type of local conversion factor is used in the field; such 

information would have to be obtained from the field units themselves. I 

believe this is consistent .with my earlier statement that the use of local 
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Written Response of United States Postal Service Witness Degen 
to Oral Questions of the Presiding Officer 

Q. Can you give me a sense of what the range is and the standard 
deviations are of the changes that result in these average percentage 
revisions [reported in response to DMA/USPS-Tl2-9, Tr. 121’6160-6161 I? 
(Tr. 18/8337 lines 14-l 6) 

A. The requested statistics are reported in the table below. Please note that 

the maximum and minimum percentage changes appear to be outliers, as 

they are 8.9 and 10 standard deviations away from the mean. 

Summary statistics related to response to DMANSPS-Tl2-9. 
Statistic Value 

Mean -0.09% 
Median 0% 
Standard Deviation 1.30% 
Maximum 11.48% 
Minimum -13.11% 

N 335 
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to Oral Questions of the Presiding Officer 

Q. Could you please provide some specific examples of the activities that 
compose these $17 million in IOCS administrative costs that are 
performed while clocked into BCS operations [and migrated costs for 
other operations]? (Tr. 18/8354 lines 7 3-l 6) 

A. I provided a breakdown by cost pool and IOCS activity code of the 

migrated costs in spreadsheet DMA-12.xls, USPS-LR-H-296. This 

spreadsheet indicates the IOCS activities actually observed of employees 

who were recorded as clocked into MODS mail processing operations. Four 

activity codes account for the vast majority of costs migrating .from the 

administrative component to mail processing. These are 6521 

(breaks/personal needs), 6522 (clocking in/out), 6523 (empty equipment), 

and 6630 (general administrative). In the old methodology, the 6522 costs 

were redistributed among components in the worksheets, and 6523 costs 

were reassigned to mail processing. Most of the activity code 6630 costs 

are in catch-all categories: “General Administrative Activities” in IOCS 

question 18G, and “None of the above” in the selections for question 18G 

“Other.” See USPS-LR-H-49, pages 76-77 and 80. The next largest 

categories for activity code 6630 are the “union business” and “talking to 

supervisor” categories in question 18G. The 6521 tallies have MODS mail 

processing operation numbers, but the data collector did not indicate in 

question 18G that the employee was on break from mail processing. 
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Response of United States Postal Service Witness Bradley 
to 

Presiding Officer’s Information Request #7 

1. In his oral testimony, in response to questions from the bench, witness Bradley stated 
that he would like to examine “each of the individual mail processing sites to see how 
volume and hours are related, once other factors are controlled for.” Tr. ‘I 115582. Witness 
Bradley indicated that he had not done so. Tr. 1115584. 

a. For the cost pools listed in Table 7 of USPS-T-i4, please provide the facility-level 
variabilities that would be obtained with the model given on page ‘36 of USPS-T-14. 
Specifically, estimate this model, including the serial correlation correction, for each 

facility separately, using only the time series data on that facility. This will yield a 
unique variability estimate for each facility from the time series variation of the 
dependent variables and regressors. Please report these results in a table 
containing the facility specific variability, its standard deviation, and the sample 
average over time of In(TPH,) for that facility. 

b. Please note the range of facility specific variabilities obtained in “a.” for each cost 
pool and discuss whether it supports the assumption that a single cost pool 
variability can be validly estimated for the MODS facilities as a whole. 

C. Please test the hypothesis that, for each cost pool, all of the facility-level variabilities 
obtained in “a.” are equal versus the unrestricted alternative that the true facility- 
level variabilities “are statistically significantly different from one another.” Tr. 
11/5586 at lines 11-12. 

d. Please discuss whether the results obtained from “c” support the assumption that 
a single cost pool variability can be validly estimated for the MODS facilities as a 
whole. 

1. Response: 

a. This question requests site-specific variabilities and describes one procedure for 

generating them, a procedure which implies a daunting task. Specifically, the 

suggested procedure requires the estimation and interpretation of 2,369 

regressions, each corrected for serial correlation. While the estimation of the 

regressions can be done by a computer, the review and interpretation of them 
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cannot. The proposed procedure envisions reviewing each estimated equation for 

statistical reliability, obtaining the estimated variability from each equation, 

calculating its standard deviation, collecting all such variabilities in a table, and 

combining this information with the mean In(TPH) for the relevant site. If this 

procedure takes only 5 minutes per regression, it would require no less than 11,845 

minutes, which is approximately 197 hours or 24.67 workdays, If this procedure 

ended up taking 10 minutes per regression, the time requirement would double to 

nearly 50 workdays.’ 

Despite the magnitude of the task involved, I began the procedure with the Bar 

Code Sorting (BCS) cost pool. Recall that the estimated variability for this activity 

from Table 7 of my testimony is 94.5%, and that the TPH for this activity are 

generated by machine counts. I then began the procedure of estimating the 287 

individual regressions as specified in the question. Attachment 1 to this response 

shows the econometric output for the first 8 of the regressions, which I reviewed. 

Examination of that attachment shows immediately that the proposed procedure for 

estimating site-specific variabilities will not work, because of multicollinearity in the 

1 A review of ten minutes per regression equation seems quite brief. 
Econometric equations that are presented before the Commission am typically reviewed 
for hours. not minutes. 
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data.at the site level. In the case of the first site, IDNUM 9810. there is not a single 

statistically significant estimated coefficient, despite the fact that the R* is over 94%. 

In addition, the estimated coefficient on TPH has an implausible negative 

coefficient. As described by Greene, these are the classic symptoms of 

9.2.3. The Symptoms of Multicollinearity 
When the regressors are highly correlated, we often observe 
the following problems: 

1. Small changes in the data can produce wide swings in 
the parameter estimates. 

2. 

3. 

Coefficients may have very high standard errors, and 
low significance levels in spite of the fact that the:y are 
jointly highly significant and the R* in the regression is 
quite high. 

Coefficients will have the wrong sign or implaLlsible 
magnitude.’ 

This last characteristic of multicollinearity is particulady noteworthy because it 

means that use of site-specific data to generate site-specific variabilities will lead to 

variabilities of the wrong sign or implausible magnitude. For example, 

2 S&e William H. Greene, mAnalvsis, Macmillan, New York, 1993 
at 267. 
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multicollinearfty would explain the sitespecIfic variabilities for the manual letter and 

flat activities with the wrong signs and implausible magnitudes cited by the 

Presiding Officer in his questioning of me. Tr. 1 1/55S4.3 Finally, the procedure 

proposed in this question for calculating site-specific variabilities does not work, 

even if mechanically applied, because the estimated coefficients for TPH are 

unreliable.4 

Remember that multicollinearity is a data problem, not a specification problem. It 

is not caused by any infirmities in the model or the panel data, per se, but rather by 

the severe reduction in data set size when one goes from the large panel data set 

to the quite small site-specific data sets. In particular, it has been noted in the 

econometrics literature that a single time series of data may not have sufficient 

variation to estimate flexible functional forms like the translog. The prescribed 

remedy for this problem - indeed, the remedy I employ in USPS-T-14 - is to 

employ panel data. A panel data set: 

3 The sources or methods of calculation of the variability numbers used by the 
Presiding Officer were not discussed. 

. Please note that the sum of the TPH and lagged TPH coefficients from these 
equations is not the estimated variability. Because these are site-specifc equations, they 
are not globally mean centered and the variability would have to be calculated by inserting 
the site-specific means for hours and TPH. 
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[Glives the researcher a large number of data points, 
increasing the degrees of freedom msrity 
amona - hence improving the efficiency : 
of econometric estimates. (Emphasis added)’ 

Fortunately, despite the intractability of the proposed approach, there is a method 

available for calculating the site-specific variabilities requested by the Presiding 

Officer. A feature of my analysis in USPS-T-14 is that the variabilities are not 

constrained to be equal for all sites. The translog function forrr cannot provide a 

second order approximation to a general cost function while restricting, a priori, the 

site-specific variabilities to be equal. 

Moreover, one should understand that in estimating the cost equations with mean- 

centered data and presenting a single variability estimate for each cost pool, one 

does not impose any such constraint. Mean-centering the data :simply implements 

the widely adopted procedure for calculating the system variability, which is 

equivalent to the variability formula being evaluated at the sample means of the 

right-hand-side variables. However, the model given on page 36 of USPS-T-14 

can be used to estimate site-specific variabilities as follows: A non-mean centered 

version of the equation is used to evaluate the elasticity formula given by:: 

5 a. Cheng Hsiao, &sly.&, of Pan&Rata, Cambridge University Press, 
Cambridge, 1986, at 1-2. 
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6ln(HRS) I aln(TPH) . In the case of the model given on page 36, the explicit form 

of this formula is: 

- El = (8, + 8,) + (?I3 + 8,) Id-‘&f, 

+ 6,, InMAiR, + 6,2 TIM?f, + 6,s T6E2, 

The 2,369 site-specific variabilities, along with their standard errors and associated 

mean In(TPH) are presented in Attachment 2. Please keep in mind that the fact 

that one can produce them does imply that ,these site-specific variabilities are 

important or even meaningful, because the variability analysis applies to the 

aggregate cost pool. One can, of course, find the average of the site-specific 

variabilities and the averages are presented in Attachment 3. Even though this 

averaging of the site-specific variabilities produces results quite close to those 

presented in USPS-T-14. and thus serves as a verification of those results, I do not 

recommend it. In fact, I agree with the Commission that such a disaggregated 

approach is fraught with difficulty and should not be used: 

When an econometric analyst estimates functional forms which 
provide variabilities as functions of output, like the quadratic, 
Higinbotham, and translog models, he is faced with the . 
decision of selecting a level of output at which the variability 
will be evaluated. For his model, witness Higinbotham 
computed the ‘overall variability” as a cost-weighted average 
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of the variabilities estimated at all sample values of output. 
Witness Lion, on the other hand, computed the variabilities for 
the five models at the sample mean value of output. We 
accept Witness Lion’s method for several reasons. In the first 
place, the sample mean is an estimate of the population mean 
and reflects the central tendency of data. Its significance can 
be measured statistically. Additionally, under normal 
conditions, cost functions behave better around the mean 
values. 

Moreover, it is standard practice in econometric cost studies of 
transportation industries to report elasticities at the sample 
mean, particularly when the translog cost function is used. 

However, witness Higinbotham’s weighted average variability 
has no such antecedent in the econometric literature. Finally, 
deviating from the standard practice by moving to a weighting 
scheme introduces ambiguity as to the final result. For 
example, witness Higinbotham has weighted variabilities bythe 
cost of each contract, although other reasonable weighting 
schemes could also be chosen which would yield a different 
result. Thus, choosing a weighted variability in lieu of the 
standard sample mean introduces an arbiiry element, which 
one could manipulate according to the desired result.6 

b. The ranges of the site-specific variabilities are provided in Attachment 3. It is 

obvious that the calculated site-specific variabilities are not identical, but to interpret 

this finding, one must keep in mind that the fact that site-specific variabilities are not 

identical does not bear on the appropriateness of specifying a single variability for 

each MODS cost pool. Recall that the aim of the analysis is to estimate the system 

6 See, PRC Op., R87-1. App. J, CS XIV. at 28-27 
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response to small sustained changes in the volume of mail. Thus, a single 

variability is ultimately required. Nevertheless, a review of the site-specific 

variabilities validates the estimated equations presented in USPS-T-14, in that the 

range of site-specific variabilities is quite small relative to the variation in the sizes 

of activities. For example, there is tremendous variation in the sizes (as measured 

by TPH) of the manual letter activities. The smallest averages 652 thousand TPH 

per accounting period and the largest averages 52.633 million TPH per accounting 

period. This means that the largest site is 8,000 percent larger than the smallest 

site. Nevertheless, the range in the site-specific variabilities is a few percentage 

points. Attachment 4 presents the frequency distribution for the site-specific 

variabilities for the manual letter activity. This shows that the site-specific 

variabilities are closely clustered around 80%. 

If the econometric results were fragile, one would expect to find many sites with 

economically meaningless variabilities, such as negative variabilities or variabilities 

greatly in excess of 100 percent. Of the 2,369 site-specific variabilities, only one is 

negative and none exceed 116 percent. This indicates that the econometric 

equations are very robust. In addition, the site-specific variabilities strongly reject 

the old assumption that the volume variability of mail processing labor is 100 

percent. Of the 2,369 site-specific variabilities, only 11 of them are 100 percent or 
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greater. Moreover, the variabilities of 100 percent or more are in only two activities 

and there are M variabilities of 100 percent or more for the manual letter, manual 

flat, OCR, LSM, BCS, FSM or SPBS activities. 

Finally it is important to recognize that the use of single variability for a cost pool 

does not require the assumption that the evaluated variability at each site is the 

same. One does not have to assume that the variabilities are identical across sites 

as the old 100 percent methodology implicitly did. Rather, one can directly estimate 

the system response to a small sustained increase or decrease in volume. For the 

four important reasons given at Tr. 1 l/5494-5496, the best way to calculate the 

system response is with a single fixed effects equation. 

C. The transcript cite does not relate to assumptions about equality of variabilities. 

Rather, it relates to hypothesis tests on specific estimated coefficients.: 

One could use the Chow test to estimate whether or not 
individual betas estimated for facilities are significantly different 
from one another. Tr. 1115586. 

The “betas” referred to in the quotation are estimated parameters, not variabilities. 

As shown in my answer to part a, the individual site-specific betas cannot be reliably 

estimated, so that in this particular case, the Chow-type test is not relevant. 
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Nevertheless, the results provided in parts a. and b. above indicate that the 

calculated site-specific variabilities are not identical. 

d. The results support two things, First, they show that the single, system-wide 

variabilities presented in USPS-T-14 are accurate and appropriate for calculating 

volume variable costs for each of the MODS cost pools. It is thus appropriate to 

have a single system variability for each MODS cost pool. Second, the results 

show that at both the system level and the site level, variabilities are less than 100 

percent and are different across MODS cost pools. The results thus show that it is 

not appropriate to assume a single facility-wide variability of 100 percent across 

MODS cost pools. 
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Attachment 3 to Response to POIR 7-I 
DISTRIBUTION OF THE CALCULATED SITE SPECIFIC VARIABILITIES 

ACTIVITY 
USPS-T14 MEAN OF THE 
TABLE 7 SITE SPECIFICS STD. DEVIATION LOWER BOUND UPPER BOUND 

MANUAL LElTERS 79.7% 

MANUAL FLATS 86.6% 

OCR 78.6% 

BCS 94.5% 

LSM 90.5% 

FSM 91.8% 

SPBS PRIORITY 80.2% 

SPBS NON PRIOITY 46.9% 

MANUAL PRIORITY 44.8% 

MANUAL PARCELS 39.5% 

CANCEUMTR. PREP 65.4% 

77.2% 

85.9% 

75.9% 

92.3% 

91.6% 

87.1% 

80.9% 

48.5% 

59.8% 

52.4% 

66.8% 

4.6% 

5.1% 

1.7% 

2.6% 

0.6% 

3.4% 

6.7% 

10.6% 

24.8% 

20.4% 

4.1% 

67.7% 

76.3% 

71.2% 

84.1% 

90.6% 

77.7% 

71.1% 

21.8% 

1.6% 

-15.4% 

57.1% 

89.8% 

98.1% 

80.6% 

96.8% 

93.7% 

94.4% 

95.2% 

72.9% 

115.8% 

100.1% 

77.2% 
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Page 1 of 7 

Response of United States Postal Service Witness Bradley 
to 

Presiding Officer’s Information Request #7 

2. In response to POIR No. 4, question 3, pages 9 and 10, witness Bradley assumes 
that the fixed effects a, variables in his mail processing models reflect non-volume 
factors. Witness Bradley also asserts that it is unimportant that ai may be 
correlated with volume. 

a. .~ Please list the estimated fixed effects (a,) implied by the fixed-effect models for the 
cost listed in Table 7 of USPS-T-14. 

b. To help evaluate the assumption that the ai variables reflect only non-volume 
effects, for the cost pools in “a.,” please perform a linear regression of ai on a 
constant term and the mean over time of In(TPH,) for facility i. 

C. If the coefficient of the mean over time of In(TPH,) in the regression in “b” is positive 
please discuss why it is reasonable to assume that the ai reflects only non-volume 
factors. 

2. Response: 

There are a couple of misconceptions in the preamble to these interrogatories that should 

be cleared up. First, although this may not be immediately obvious, one does not actually 

assume that the fixed effects are non-volume effects. Rather, this characteristic is 

guaranteed because it is a mathematical result generated by the structure of the fixed 

effects regression. Second, I have never suggested that it is unimportant that the site- 

specific effects may be correlated with volume. Just the opposite. It is quite important that 

these effects are correlated with volume. In fact, I present statistical evidence in my 

testimony that demo&&s that the correlation exists. Please see Table 5 on page 46 

of my testimony which is entitled ‘Tests for The Correlation of Site-Specific Effects and 
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Response of United States Postal Service Witness Bradley 
to 

Presiding Officer’s Information Request #7 

Right-Hand-Side Variables.” Moreover, as I explain in my response to POIR #4, this 

correlation is a reason that estimated coefficients from the pooled model ‘are biased 

upward. It is also important not to forget that correlation does not imply causation. For 

example, age and the level of education are correlated in young men, but education does 

not cause age. Similarly here, the fact that the fixed effects and volume are correlated 

does not imply that volume causes the fixed effects. 

a. Estimating an accurate fixed effects model for variabilities does not require 

estimation of the 2,369 site-specific coefficients referred to in the question and thus 

I have not estimated them. Moreover, because the instant request is based upon 

a misunderstanding of the issue, there is no need to estimate the 2,369 ai. now. As 

I have already provided evidence that the site-specific effects are correlated with 

volume, there is no need to estimate those additional 2,369 coefficients now to 

again demonstrate the same point. 

b. Because I have already established that the site specific effects are correlated with 

volume it is unnecessary to run this auxiliary regression. Moreover, the existence 

of a positive, statistically significantly coefficient in the proposed auxiliary regression 

in no way would indicate that the ai variables would include volume-effects. In fact, 

this type of auxiliary regression is used to explain why the ai could not contain 
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Response of United States Postal Service Witness Bradley 
to 

Presiding Officer’s Information Request ##7 

volume effects. Recall that regression coefficients in a multiple regression are 

actually partial regression coefficients and thus correspond to partial derviatives. 

That means that the coefficients are interpreted as the effect of a given right hand 

side variable on the dependent variable, holding the values of all other right-hand- 

side variables constant. 

This characteristic of multiple regression coefficients can be explained and derived 

mathematically by use of an auxiliary regression of the type posed in the question. 

This is clearly explained in a well known econometrics book: 

Consider the three variable multiple regression model 

y, = P, + I&, + I& + E, 

Our task here is to discuss in some detail how one might 
interpret the partial regression coefficient, say p,, in Eq. (A4.3). 
We argued in the text that Sz measures the effect of X2 on Y, 
with the effect of X, controlled or held constant. In theory, it 
makes sense to hold X, constant while increasing X2, but how 
is this concept actually applied when we obtain least-squares 
estimates for S2 (as well as f3J? mnswer 

iTegm&my ho-varw 
m (This result generalizes to any multiple regression 
model.) The first regression adjusts the variable X, to”hold X, 
constant,” while the second regression estimates the effect of 
this adjusted variable on Y. The procedure occurs in the 
following steps. 

(A4.3) 
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Response of United States Postal Service Witness Bradley 
to 

Presiding Officer’s Information Request #7 

Step 1 Regress X, on X,, When the equation has been 
estimated, we can calculate the fitted values and residual of ’ 
the model. To simplify we will work with the data in deviaticlns 
form, so that the model is 

X2/ = &x,,+P, and X2/ = &,+P, 

where X2/ = ox,, p, = x2, - crx,, = x*, - I?*, 

and 

Our interest lies in p&he residuals, since p, represents the 
portion of X, which is uncorrelated with X,. (Recall that the 
regression residuals are uncorrelated with the right-hand 
variable. In fact, holding X, constant means eliminating from 
X, that component that is correlated with X,. 

Step 2 Regress Y on p . If we work with the data in deviations 
form, the model is 

Y/ = VP, + v, 

When it is estimated, we find that 

Q,P, p = - 

CP: 

p represents the effect of “adjusted X,” on Y and according to 
our argument should measure the effect of X, on Y holding X, 

__ 
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Response of United States Postal Service Witness Bradley 
to 

Presiding Ofticer’s Information Request #7 

constant. If we are correct, it must be true that p = j&To see 
this we need only perform a few algebraic calculations. 
(Emphasis added)‘. 

This mathematical exercise shows that in multiple regression, the individual 

coefficients are estimated by controlling for the effect of other included variables on 

the the dependent variable. Thus, because the variability equations include volume 

(in the form of TPH) it is by mathematical construction that the a, tzpture only non- 

volume effects. Indeed. it is impossible for them to capture volume effects in this 

specification. 

The mathematical exercise is precise but a bit technical. An intuitive understanding 

of this point can be gained by considering the following example.” Suppose one is 

estimating an econometric regression for incomes of young men and trying to 

measure the effect of education on income. One could start with a regression of 

income on education and would expect to find a positive coefficient because higher 

levels of income are associated with higher levels of educatioln. However, the 

coefficient on education would be biased because it ignores the non-education 

7 See, Robert Pindyck and Daniel Rubinfeld, Economl&LMod&Models_and 
m, McGraw Hill, New York, 1981 at 97. 

8 This example is taken from William Greene, l&r13metric~, 
Macmillan, 1993 at 170. 
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Response of United States Postal Service Witness Bradley 
to 

Presiding Officer’s Information Request #7 

effect coming from the fact that men earn higher income when they are older, 

irrespective of their education. Given that age and educatkn are’ correlated, 

omitting age from the equation will cause education’s coefficient to be biased 

upward as it is also capturing the age effect. Once one adds age to the regression, 

however, the bias disappears, the education coefficient captures ,iust the education 

effect, and the age coefficient captures the “non-education” effect. Please note that 

despite the fact that they are correlated, education in no way causes age, and age 

cannot contain “education effects.” It is this intuition which helps LIS understand why 

omitting the site-specific effects causes a biased regression coefficient for volume 

variability and why the site-specific effects do not contain any “volume effects” in the 

regressions in USPS-T-14. 

In sum there is no inconsistency between agreeing that the site-specific effects are 

correlated with volume and recognizing that the site-specific effects in the 

regressions, the ai, contain no volume effects. 

C. It is reasonable to “assume” that the ai contain only non-volume factors because , 

as shown above, they simply do not contain volume factors. In a fixed effect model, 

the ai can be represented as: 
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Response of United States Postal Service Witness Bradky 
to 

Presiding Officer’s Information Request #7 

0, = 7,. - b’F,. 

where the familiar dot subscript notation reflects site-specific values. Note that in 

the variability equations, the x, include the volume terms. This equation thus proves 

mathematically that the ai cannot include the effects of volume on hours as those 

effects are subtracted from hours before the ai are calculated. 



9744 

Page 1 of 1 

Response of United States Postal Service Witness Bradley 
to 

Presiding Officer’s Information Request #7 

3. The form of the econometric model used to estimate the mail processing variabilities 
in USPS-T-14, page 36, equation (2) is not a full-form trans log equation in that 
products involving lagged variables are not included. Please discuss the reasons 
for not using the full-form of the model. 

3. Response: 

Equation (2) is known formally in the econometrics literature as an augmented 

translog. It is common practice to include a vector of control variables without their 

(cross) products such as the seasonal dummies or lag variables in an otherwise 

“complete” translog. These control variables do not add any information to the 

identification of the cost surface, but do add to the accuracy of the estimation of the 

regression coefficients. They are thus used to augment thse basic translog 

specification. 
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Response of United States Postal Service Witness Bradley 
to 

Presiding Officer’s Information Request #7 

4. In USPS-T-14, at page 40, witness Bradley states “in previous work I found that 
non-volume variations in facility characteristics have an important impact on productivity.” 
The referenced paper is Michael D. Bradley and Donald Baron, ‘Measu:ring Performance 
in A Multi-Product Firm: An Application to the U.S. Postal Service,” published in 
Operations Research, Vol. 41, No. 3., May-June 1993. At page 452, the paper states 

This leads to the next step in our analysis: detenining ‘why 
some plants are more efficient than others. The answer to this 
question is also found through regression analysis; but now the 
regression is attempting to explain operating efficiency, not 
measure it. Operating efficiency is therefore regressed on all 
variables thought to influence it. These variables might 
include factors like mail volumes processed and delivered 
(to measure scale economies) . . . . [Bold supplied] 

On page 454, the referenced paper describes Table 1 as a list of “the primary 
factors that determine operating efficiencies at individual MPCs [Mail Processing Centers], 
based on the MPCs’ vector of factors.” Table 1 lists “total piece handlings” among these 
factors. The paper estimates that for each ten percent increase in total piece handlings, 
operating efficiency increases by 2.51 percent. 

a. 

b. 

C. 

d. 

Does this estimate of the effect of increases in total pieces handled on productivity, 
in part, “explain why operating efficiency varies across different locations and over 
time?” See page 453. 

If the answer to “a.” is yes, is this conclusion consistent with witness Bradley’s 
assumption in USPS-T-14 that the facility-specific effects on costs (represented by 
the variable ai) are only non-volume effects? 

Please discuss why, or why not, each of the ‘primary factors that determine 
operating efficiency at MPCs” listed in Table 1 should, or should not be, included as 
explanatory variables in the models of mail processing labor variability proposed in 
USPS T-14. 

The referenced paper observes, at page 454, that: 

crude labor productivities, like total pieces per labor hour, may 
be misleading because they ignore important differences in the 
compositions of mail volumes (letters, flats, parcels) handled 
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Response of United States Postal Service Witness Bradley 
to 

Presiding 0ffice1’s Information Request #7 

by different MPCs. 

Please discuss why, or why not, facility differences in the composit:ion of mail sorted 
should, or should not, be included as an explanatory variable in the models of mail 
processing labor variability proposed in USPS-T-14. 

e. At page 452, the referenced paper lists ‘[d]etermine the marginal costs of the 
firm’s outputs” as the first step in measuring performance by the operating 
efficiency approach. At page 453, it observes that sorting the mail is one of 
the two primary functions performed at an MPC for which marginal cost must 
be calculated. 

(1) Was a marginal cost for sorting the mail estimated to support the 
conclusions in the referenced paper? 

f. 

(2) If the answer to “(I)” above is yes, please provide ,that estimate. 

At page 457, the referenced paper states that complete regression results 
are available from the authors upon request. Please provide them. 

4. 

a. 

Response: 

For many mail processing activities, the piece-handling variabilities are less than 

one. This means that, holding all other factors constant, as volume changes in a 

mail processing activity, productivity will also change. Thus, if volume is rising for 

a variety of activities in a facility, its operating efficiency will be influenced. 

Presumably volume rises and falls through time, so changes in volume would be a 

factor which causes operating efficiency to change through time. 

-- 
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b. Absolutely. As I demonstrated in my answer to question 3 above, the ai do not 

contain volume effects. In similar fashion, the other control variables discussed in 

this paper capture the non-volume effects. That is why the results discussed in the 

published paper represent the verification of the volume variabilities that the 

Presiding Officer was requesting. Tr. 116577. The published paper contains a 

pooled model, but that pooled model contains the proper variables to control for the 

site-specific effects in contrast to the naive and thus biased pooled model presented 

at Tr. 1 l/5579 as a cross examination exhibit. When non-volume, site-specific 

effects are important, they must be accounted for in the regression equation. One 

approach, which I took in my earlier, published paper, was to estimate a pooled 

model with variables included to account for non-volume site specific effects. This 

was appropriate because I was estimating a facility-wide equation for total cost. 

In USPS-T-14, I am estimate activity level equations, not facility l,evel equations for 

labor cost. Therefore, the appropriate way to account for site-specific effects is the 

alternative approach, through the use of the fixed effects model, or heuristically, the 

inclusion of the site-specific effects (ai). It is well known that omission of these 

dummy variables will lead to biased coefficient estimates. For example, I am 

attaching a graph from a well known econometric text book that Idemonstrates why 
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it is wrong to simply plot the data and draw a straight line through it.’ If it does not 

account for the dummy variables, that straight line will be biased and erroneous. 

The graph contains a plot of points which would appear to have a steeply sloped 

regression line running through them, a regression line that runs through the origin. 

However, that regression line ignores the fact that the points in the plot are really 

generated by a much flatter regression line, one that shifls with, variations in the 

values for the dummy variables. Failure to recognize the heterogeneity in the data 

generating process would cause one to mistakenly overstate the slope of the 

regression line. This is why the econometrics literature contains strong prohibitions 

against using simple pooled models in the face of unit-specific effects:” 

Obviously, in these cases, pooled regression ignoring 
heterogenous intercepts shoulder be used. (Emphasis 
added) 

9 &e, G.S. Maddala, &onom&&, McGraw-Hill, New York, 1977, at 139. 

IO a, Cheng Hsiao, Analysis of Pan&Q&a, Cambridge University Press, 
Cambridge, 1986 at 6. 
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C. Table 1 below contains the factors from Table I of the published article and their 

disposition in USPS-T-14. Recall that there are four main differences between the 

analyses. First,, the Qperatio article included analysis done at the 

facility level but USPS-T-14 includes analysis done at the level of the mail 

processing activity. Second, the ODerations article included both mail 

processing costs and delivery costs but USPS-T-14 focuses solely on mail 

processing costs. Third, the v article features a pooled 

equation with appropriate control variables whereas USPS-T-14 features panel data 

with a fixed effects model. Because the fixed effects in the panel data model serve 

the same purpose - controlling for site-specific non-volume (effects - as the 

control variables in the pooled model, it is not necessary to include control variables 

in the fixed effects model. Fourth, the ODerations analysis investigates 

total costs; USPS-T-14 investigates only labor cost. 
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Factor 

Degree of 
automation 

Volume of mail 

Age of facility 

Degree of 
support costs 

Space utilization 

Degree of flex 
labor 

Delivery network 

Number of 
locations 

Table 1 

Disposition in USPS-T-14 

Included in USPS-T-14 through the MANR 
terms. 

Included in USPS-T-14 through the TPH 
terms. 

Included in USPS-T-14 through thle fixed 
effects and time effects. (All facilities age 
at the rate of I year per year.) 

Not relevant for USPS-T-14 because it 
focuses on costs at the activity level. 

Not relevant for USPS-T-14 because it 
focuses only on labor costs. 

To the extent this varies across facilities, it 
would be included in USPS-T-14 in the 
fixed effects. To the extent is rises or falls 
through time it would be included in 
USPS-T-14 in the time trends. 

Not relevant for USPS-T-14 because it 
does not include delivery costs. 

Included in USPS-T-14 in the fixed 
effects. 

The factors that are important for an activity level analysis of variability are included 

in USPS-T-14. These include volume (as measure by TPH), the effect of 

automation (as measured by MANR), the site specific effects and the time trends. 
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d. Differences in the composition of mail (letters, flats, parcels) should not be included 

as explanatory variables in USPS-T-14 because the equations are at the activity 

level not the facility level. In my m article, the analysis was at 

the facility level, so a different mix of letters, flats and parcels could imply a different 

workload for the same number of TPH. In USPS-T-14, the manual letter activity 

contains only letters, the manual flat activity contains only flats and the manual 

parcel activity contains only parcels. Variations in the mix of mail are captured 

directly by virtue of the fact that separate equations are estimated for individual 

shape/technology mail processing activities. That is, not only are separate 

equations estimated for letters, flats, and parcels, but separate equations are also 

estimated different sorting technologies (e.g., manual letter processing, mechanized 

letter processing, and automated letter processing). 

e.(l) Yes. 

e.(Z) The regressions for this article were run some six years ago. Unfortunately, neither 

of the coauthors can locate them. Thus, the marginal cost estimates are not 

available. 

f. The regressions for this article were run some six years ago. Unfortunately, neither 

of the coauthors can locate them. Thus, the results are no longer available. 



and dummy variables. Some further examples of analysis from grouped data will 
be given later. 

As mentioned earlier, dummy variables are not necessarily (0,I) variables. 
As an illustration, consider the joint estimation of the demand for beef, pork, 
and chicken on the basis of data presented in Table 7-S. Waugh estimates a set 
of demand functions of the form 

(9-a) 

P, = retail price of chicken 
x, = consumption of beef per capita 
x, = consumption of pork per capita 
x, = consumption of chicken per capita 
y =disposable income +I capita 

x,, x2, x3 can be obtained from Table 7-5. The prices in Table 7-5 are, however, 
retail divided by a consumer price index. Hence we multiplied them by the 

-umer price index p to get p,, p2, and p3. This index p and disposable income 
as follows:’ 
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5. In USPS-T-14, at pages 80-84. witness Bradley performs an analysis to demonstrate the 
likely impact of measurement error in TPH on the estimated variabilities, using a first- 
difference estimator of equation (2) on page 36. He computes the first-difference estimator 
only. Differences in equation (2) estimated for longer lengths would also be useful in 
determining the likely impact of measurement error. For example, differencing equation (2) 
with its value lagged 13 accounting periods would help confirm the impact of measurement 
error and eliminate the accounting period dummy variables in the differenced model. 

a. Please compute the ordinary least squares estimate of the 13’h difference version 
of equation (2). including all regressors that are not eliminated by the differencing 
process, for the cost pools listed in Table 7. As described on page 36, lines 10 
through 12, please mean center the data before differencing. 

b. Please compare the variability estimates obtained in “a.” with those obtained from 
the first-difference and fixed-effect model estimates given in Table 7 of USPS-T-14. 

C. Please comment on the degree to which the estimates from ‘a.” confirm those 
reported in Table 7 and discuss the extent to which divergence between the two 
sets of estimates can be explained by the presence of measurement errors in TPH. 

5. Response: 

a. The requested results are presented in Attachment 1 to this response. 

b. The variability estimates for the 13” differences, like the results for I” differences, 

are similar to but a bit lower than the fixed effects presented in Table 7. 

C. The results certainly confirm the result that the variability for the mail processing 

activities is less than one. I don’t think the differences between the two results can 
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be explained by measurement error for TPH for two reasons. First, the errors-in- 

variables analysis presented in my testimony showed that measurement error did 

not have a big effect in the manual letter and flat activities. Second, measurement 

error is not an issue for the mechanized and automated activities because the TPH 

for these activities come directly from machine counts. Nevertheless, the 13’” 

difference variabilities are lower to the same extent for these activities as they are 

for those activities for which measurement error might be an issue. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PATELUNAS 
TO 

INTERROGATORIES OF THE AMERICAN BUSINESS PRESS 
(Revised 10/31/97) 

ABP-T15-3 

9757 

a) Please explain in detail why you project that purchased 
transportation costs for regular-rate periodicals will increase 11.45% between 
1996 and 1998, as compared with the 14.8% increase shown for periodical 
transportation between 1995-l 996. 

b) How much did private sector, national long-haul freight (provide 
separate answers for truck and rail) carriers on average increase their over-the- 
road rates between 1995 and 1996 for non-postal freight customers? 

Cl Does USPS compare its annual surface (or air) purchased 
transportation costs with national transportation industry data to evaluate if its 
costs are comparable to freight costs for other large national shippers? If it does 
make this comparison, please provide all studies, reports and analyses covering 
time periods since January 1988, since the current transportation cost allocation 
method derives from the decision of the Governors in Docket R87-1. 

RESPONSE 

a) The 14.8 percent increase is an overstatement of the cost increase from 

19951996. Additionally, see my response to ABP-T15-1. 

With regard to the increase from base year to test year after ratesin this 

docket, please refer to Attachment I to this response. Lines 1 - 10 in columns (l- 

5) show the cost changes that appear in the rollfolward model from Base Year 

1996 through Fiscal Year 1997. Lines 12 - 19 in columns (l-5) show the cost 

changes that appear in the rollforward model from Fiscal Year 1997 through Test 

Year 1998 After Rates. Line 11 of columns (l-5) is’the total change between 

Base Year 1996 and Fiscal Year 1997 and line 12 of the same columns is the 

percent change for that period. Line 21 of columns (l-5) is the total change 

between Fiscal Year 1997 and Test Year 1998 After Rates and line 22 of the 

same columns is the percent change for that period. Columns (6-10) show the 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PATELUNAS 
TO 

INTERROGATORIES OF THE AMERICAN BUSINESS PRESS 
.(Revised 10131197) 

RESPONSE continued: 

individual impacts in terms of the total change. For example, line 3 of column (6) 

shows the 1.84% of the total base year to test year change that was the result of 

the FY 1996 to FY 1997 cost level effect in the rollforward model, 

The development of the factors used in the rollforward model to calculate 

the amounts referenced in Attachment I can be found in USPS Library 

Reference H-12. 

b) I have not studied this matter. 

cl It is my understanding the Postal Service does not make this comparison. 

Also, the current transportation “cost allocation method” does not derive from the 

decision of the Governors in Docket R87-I. While it is fair to say that our 

econometric-based volume variability methodology was adopted at that time, 

and updated and improved in this case, the distribution methdology for Cost 

Segment 14 was initiated in Docket No. R90-1 with the development and 

implementation of TRACS. Passenger rail TRACS data were added in Docket 

No. R94-1, and new air distribution keys were added in this case. The Postal 

Service’s transportation costing improvements are a matter of record in the rate 

and classification proceedings over the last decade. 
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.nent I 
ABPR, v, &Tl!X(a) 

Revised I O/31/97 

,.,..,.,,..,,,,.,...... ~ ,..,........................... 
PeriodIcal Regular Rate 

Absolute Total Change 

water Total 
(4) (5) 

3.108 248,294 

i Percent Change of Total 

Column=> 
Line 

1 96MODS 
2 
3 CL 
4 MV 
5 NV 
6 AD 
7 CR 
8 OP 
9 

10 97RCR 
11 Change 
I2 % Change 
11 
I2 CL 
I3 MV 

,I4 NV 
I5 AD 
I6 CR 
17 OP 
I8 
I9 98RCB 
20 
21 Change 
22 % Change 

Air Highway 

(1) (2) 

13,515 158.791 

Rail 

(3) 

Air 

(6) 
Highway 

(7) 

Rail 

(‘3) 
water T&l 

(9) (10) 

72.880 

896 5,574 867 105 7,442 1.84% 11.43% 1.78% 
307 3,497 1,569 68 5,441 0.63% 7.17% 3.22% 

0 0 0 0 0 0.00% 0.00% 0.00% 
0 0 0 0 0 0.00% 0.00% 0.00% 

-676 0 0 0 -676 -1.39% 0.00% 0.00% 
1,043 7.044 0 0 6,087 2.14% 14.45% 0.00% 

15.085 174,906 
1,570 16,115 

11.62% 10.15% 

-443 2,449 
30 365 

0 0 
0 0 

-31 -2,393 
1,096 4,671 

17,307 196,113 

75,316 
2,436 

3.34% 

3,281 268,588 
173 20,294 

5.57% 8.17% 

94 4,254 
7 562 
0 0 
0 0 
0 -2,424 
0 5,767 

3,555 297,041 

3.22% 33.06% 5.00% 

2,154 
160 

0 
0 
0 
0 

-0.91% 5.02% 4.42% 
0.06% 0.75% 0.33% 
0.00% 0.00% 0.00% 
0.00% 0.00% 0.00% 

-0.06% -4.91% 0.00% 
2.25% 9.58% 0.00% 

80,066 

4,750 
6.31% 

7.78% 76.56% 14.74% 

2,222 21,207 
14.73% 12.12% 

274 28,453 
8.35% 10.59% 

Cols(I-5)Lines(I-IO)USPS-TI5WP-A 
Cols (i-5) Lines (11-20) USPS-T15 WP-F 
Cd (5) Lines (I-19) = Sum cols(i-4) 
Cols(I-5) Line II = Line 10 -Line I 
Cots (I-5) Line I2 = Line 11 I Line I 
C&(1-5)LineZI =LineIS-Line10 
Cok (l-5) Line 22 = Line 21 / Line IO 
Cok (6-10) = relevant change portion I total change 

0.22% 15.27% 
0.14% 11.16% 
0.00% 0.00% 
0.00% 0.00% 
0.00% -1.39% 
0.00% 16.59% 

0.35% 41.63% 

0.19% 8.73% 
0.01% 1.15% 
0.00% 0.00% 
0.00% 0.00% 
0.00% -4.97% 
0.00% 11.83% 

0.92% 100.00% 
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Response of United States Postal Service Witness Patelunas 
to Interrogatories of 
Douglas F. Carlson 

(Redirected from the United States Postal Service) 

DFCIUSPS-S 

Please refer to Attachment I to Response to DFCIUSPS-T5-2(b) and explain why 
the costs attributable to postal cards are significantly lower than the costs attributable 
to private single-piece post cards. In the response, please indicate whether witness 
Patelunas’ explanation in Docket No. MC963 (OCAIUSPS-T5-11; Tr. 2/252)‘still 
applies. 

DFCIUSPS-6 

I know of no reason why my speculative reasons discussed in Docket No. MC95 

3 (OCAJUSPS-TS-11, Tr. 2/252) would no longer apply, but I have not studied the 

matter. 
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Response of United States Postal Service Witness Patelunas 
to Interrogatories of 
Douglas F. Carlson 

(Redirected from Witness Lion USPS-T-24) 

DFCIUSPS-T24-1 

Are the costs of delivering mail to post-office boxes lower than the costs of 
carrier or rural delivery? Please explain your answer. 

DFCIUSPS-T24-1 Response: 

Although no similar presentation appears in Docket No. R97-1, I presented an 

analysis of this topic in Docket No. MC96-3. See my direct testimony,USPS-T-5, 

Appendix 6. In that appendix, I develop the cost differences between post office box 

delivery and street delivery and under the assumptions in that appendix, the costs of 

delivering mail to post office boxes was lower than the costs of carrier or rural delivery 

I have no reason to doubt the continuing existence of those relationships. 
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Response of United States Postal Service Witness Patelunas 
to Interrogatories of 
Douglas F. Carlson 

(Redirected from Witness Lion USPS-T-24) 

DFCIUSPS-T24-2 

Please identify the mechanism by which the costs of delivery to post-office boxes 
are reflected in the fees for post-office boxes. In doing so, please direct me to the 
appropriate portions of the Postal Service’s direct case where I would find this 
information. 

DFCIUSPS-T24-2 Response: 

The “costs of delivery to post office boxes” are not “reflected in the fees for post 

office boxes.” The “costs of delivery to post office boxes” are borne by the classes of 

mail being delivered to those post office boxes. Specifically, if the “costs of delivery to 

post office boxes” are defined as “sorting mail to boxes”, the costs are a portion of the 

costs shown in column (3.1) Mail Processing Direct Labor. The costs for Mail 

Processing Direct Labor (3.1) can be found in the following exhibits: 

Fiscal Year 1997 USPS Exhibit-l 58 
Test Year 1998 Before Rates USPS Exhibit-15Ei 
Test Year 1998 After Rates USPS Exhibit-15H 
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Response of Untied States Postal Service Witness Patelunas 
to Interrogatories of 

Major Mailers Association 
-iRedirected from Witness Alexandrovich USPS-T-5) 

MMAIUSPS-T5-6 

What percent of clerkand mailhandler direct labor costs are overhead costs in 
the test year 1) under the Postal Service’s cost methodology and b) [under the 
Commission’s cost method- 

MMPJUSPS-T54 Response: 

a. There are no clerk and mailhandler direct labor overhead costs in the test year 

under the Postal Service’s cost methodology. 
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Response of United States Postal Service Witness Patelunas 
to Interrogatories of 

Nashua Photo, District Photo, Mystic Color Lab and Seattle Filmworks 
(Revised 1 O/l 6/97) 
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NDMSIUSPS-T15-1 

Please refer to your response NDMSIUSPS-T33-24 (redirected to you from 
witness Sharkey), and to LR-H-12, page 100, referred to in your answer. The wlumn 
‘Incremental FY 98” shows an entry on the ninth row for $100,000 thousand described 
as Priority Redesign (98) and charged to Account 53599Komp 142. In the same 
column, on the penultimate row before “Subtotal Trans. Programs” is another entry for 
$100,000 thousand, also labeled Priority Redesign and charged to Account 
53131Komp 143. The subtotal for transportation programs, $252,447 thousand, would 
appear to include a total of $2gO,OOO thousand in FY 98 for Priority Mail Redesign. 

a. Are the two $lOO,OO thousand entries for “Priority Mail Redesign” duplicative? 

b. What do Account 53599/Camp 142 and Account 531311Comp 143 stand for? 
Are they for air or surface transportation? If either component is for air transportation, 
please explain what it represents; e.g., expansion of the Eagle Network., special 
“charter” flights not part of the Eagle Network to transport Priority Mail, etc. 

Please confirm that the subtotal for Transportation Programs in FY 98 includes 
t200,OOO thousand for Priority Mail Redesign, If you do not confirm, or if the two 
figures cited above are not additive, please explain. 

d. Your answer notes that LR-H-12 includes “a cost reduction in air transportation 
costs due to Priority Mail Redesign.” That does not explain the $50,164 thousand 
increase in Priority Mail air transportation costs between the Base Year and Test Year 
Before Rates. In fact, when the cost reduction of $82 million is taken into account, 
other unexplained factors are causing an increase of $132,164 thousand in air 
transportation costs for Priority Mail, which is an astounding increase of 34.5 percent 
over base year air transportation costs. Please explain what is causing both the 
ground and air transport costs for Priority Mail to increase so sharply. 

NDMSIUSPS-T15-1 Response: 

a. No, one of the $100,000 is Highway service costs for component 143 and the 

other $100,000 is Domestic Air service costs for component 142, 

b. In the Postal Service’s cost model, “Comp 142” stands for component 142, which 

is Domestic Air transportation and “Comp 143” stands for component 143, which is 

Highway transportation, Component 142 is air and component 143 is surface. These 



Response ‘bf United States Postal Service Witness Patelunas 
to Interrogatories of 

Nashua Photo, Distrid Photo, Mystic Color Lab and Seattle Filmworks 
(Revised 10/16/97) 

NDMSIUSPS-T15-1 Response continued: 

costs are further described in USPS Library References H-l (Section 14.1 .I) and H-9 

(Pages 123-I 25). 

C. Part c. is confirmed. 

d. Please refer to Attachment I to this response. Lines 1 - 19 in column; (2-5) 

show the cost changes that appear in the rollforward model from Base Year 1996 

through Test Year 1998 Before Rates. Column (1) reflects the correction discussed in 

my second revised response to UPS/USPS-T33-36 redirected from Witness Sharkey. 

Line 21 of columns (l-5) is the total change between the base year and the test year. 

Line 22 of columns (1-5) is the percentage change; it is line 21 divided into line 1. 

Columns (6-10) show the individual impacts in terms of the total change. For example, 

line 3 of column (6) shows the 9.52% of the total change that was the result of the FY 

1996 to FY 1997 cost level effect in the rollforward model. 

As can be seen on line 22 of column (I), the total change in Priority Mail Air 

Transportation costs from the base year to the test year is 31.4% Most of the increase 

is the result of the other programs in Test Year 1998, of which, $100,000 is Priority Mail 

Redesign. Likewise, most of the 104.4% increase for Priority Mail Highway 

Transporlation costs from the base year to the test year is the result of Priority Mail 
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Answer of Richard Patelunas to the Interrogatories of 
Office of the Consumer Advocate 
to United States Postal Service 

(Redirected from United States Postal Service) 

OCNUSPS-4. The following interrogatory refers to Postal Service library 
reference H7, data filename FY96modsdat. Within the data file FY96mods.dat 
there are non-numeric characters. 

a. Please confirm that each of the following characters found in the data file 
converts to a numeric value as follows: 

Character 

,I 1, 
1 

‘A” 

“6” 

“C” 

“D” 

“E” 

“F” 

“G” 

“H” 

,I >I 

I/ 8, 
1 

“J” 

“K” 

“L” 

“M” 

“N” 

“0” 

“P” 

“Q” 

“R” 

converts to Numeric Value Confirmed 

0 

1 

2 

3 

4 

5 

6 

7 

8 

9 

-0 

-1 

-2 

-3 

-4 

-5 

-6 

-7 

-8 

-9 

Not Confirmed 

; and 
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Answer of Richard Patelunas to the Interrogatories of 
Office of the Consumer Advocate 
to United States Postal Service 

(Redirected from United States Postal Service) 

b. For each conversion that was not confirmed in part “a” of this interrogatory, 
please state the correct interpretation of each non-numeric character. 

OCAIUSPS-4 Response: 

a. Not confirmed. It is not correct to think in terms of converting the 

characters in the first column to the numeric values in the second column. The 

positive sign associated with the first ten symbols should not be assumed, rather 

the positive sign should be displayed. For example, the first character, “c, is 

synonymous with “+O”. Keeping these two points clearly in mind, the symbols 

in the first column have the identical meaning as the numeric values in the 

second column, as shown in part b below, 

b. The positive sign should be displayed for the first ten characters, resulting 

in the following: 

+o 
+I 
+2 
+3 
+4 
+5 
+6 
+7 
+8 
+9 
-0 
-1 
-2 
-3 
-4 
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(Redirected from United States Postal Service) 

OCAIUSPS-4 Response continued: 

“N” -5 
“0” -8 
“P” -7 
“Q” -8 
“R” -9 
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Answer of Richard Patelunas to the Interrogatories of 
Office of the Consumer Advocate 
to United States Postal Service 

(Redirected from United States Postal Service) 

OCANSPS-5. The following interrogatory refers to the Postal Service’s Base Year 
data file format in USPS library reference H-7. 

Please explain why the Postal Service provides base year da,ta 
TPY95modsdat) that includes non-numeric data. 

b. Please explain why the Postal Service does not provide a base year data file 
containing only numeric characters. 

OCNUSPS-5 Response: 

a. The fields that contain these characters are not “non-numeric”. COBOL 
defines these fields as “signed numeric”. 

b. See the response to part a of this question 
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Answer of Richard Patelunas to the Interrogatories of 
Office of the Consumer Advocate 
to United States Postal Service 

(Redirected from United States Postal Service) 

OCAIUSPS-6. Please identify the Postal Service library reference that 
provides the base year data file format specifications and any required 
character conversion algorithm. Include in your response section 
identifiers and page numbers as appropriate. If there is no such library 
reference, please provide one. 

OCAlUSPS-6 Response: 

These base year data file format specifications can be found in Docket 

No. R94-1, USPS Library Reference G-5, Costs and Revenue Analysis I Roll 

Forward, Listings of Programs, Job Control Language, and Command 

Procedures, Section 20, page 4. As explained in the response to OCAIUSPS-4, 

there is no “character conversion algorithm” to be documented beczause there is 

no conversion. Nonetheless, in an effort to further explain the representation of 

the characters, the Postal Service searched its COBOL manuals, but was not 

able to find documentation of the character definition. These data file format 

specifications and character meanings are the same that have been filed in 

previous rate cases in which the base year/rollforward model data files have 

been filed. The character interpretations described in question 4, part a are 

common knowledge to any casual user of COBOL and thus further 

documentation, if such even exists, is not necessary 

9771 



Response of United States Postal Service Witness Patelunas 
to 

Interrogatories of 
Office of the Consumer Advocate 

(Redirected from Witness Alexandrovich USPS-T-5) 

OCAAJSPS-T5-3. The following interrogatory refers to Postal Service library reference 
H-6, subdirectory”PS41ODOI/FY96MODS” data file ‘IDAT”, USPS-T-5 workpapers A 
and B and USPS library reference H-9. In each of the following instances, the data file 
appears to disagree with the workpapers and the library reference cited in USPS-T-5 
workpaper 9. Please indicate which information is correct and provide corrected library 
references, workpapers, and a data file as appropriate. (Trailing zero’s have been 
omitted from the data.) 

a. 

b. 

C. 

d. 

e. 

The Postal Service’s library reference H-6, data file I.DAT, indicates that the 
segment 18, cost component 199, “Repriced Annual Leave” total “other’ is 
“46,427.” Both workpaper A at 80 and Postal Service library reference H-9 at 159 
indicate that cost component 199 is “47,300.” Please indicate what the correct 
amount is. 

The Postal Service’s library reference H-6 data file LDAT, indi&es that the 
segment 18, cost component 200, “Holiday Leave Variance” total ‘lothe< is 
“2,650.” Both workpaper A at 80 and Postal Service library reference H-9 at 157 
indicate that wst component 200 is “2,706.” Please indicate wha,t the correct 
amount is. 

The Postal Service’s library reference H-6 data file LDAT, indicates that the 
segment 18, cost component 201, “CS Ret Fund Deficit Cur” totall “other” is 
“223,898.” Both, workpaper A at 80 and Postal Service library reflerence H-9 at 159 
indicate that cost component 201 is “228,108.” Please indicate what the correct 
amount is. 

The Postal Service’s library reference H-6 data file LDAT, indicates that the 
segment 18, cost component 202, “CS Ret Fund Deficit Pri” total “othe? is 
“408,080.” Both workpaper A at 80 and Postal Service library ref’erenw H-9 at 159 
indicate that cost component 202 is “928,521 .‘I Please indicate what the correct 
amount is. 

The Postal Service’s library reference H-6 data file LDAT, indicates that the 
segment 2. cost component 9, ‘Time 8 Attend Supervision” total “other” is 
“61,056.” Both workpaper A at 6 and workpaper B-2, worksheet 2.0.1 wlumn 9, 
line 4, indicate that wst component 9 is “62,231 _‘I Please indicate what the WrreCt 
amount is. 
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OCAIUSPS-T5-3 Response: 

There are two attachments that accompany this response. Atta,chment I is a list 

of all the directories, subdirectories and file names found in Library Reference H-6, 

OCANSPS-T5-3 Response continued: 

Columns A through E are the subdirectories and Columns F through 0 are the file 

names. File name \ps41OdOl\fy96mods\ contains the base year file i.dat. File name 

\ps420dOl\fy96mods\ contains the base year file names a.dat, b.dat a,nd d.dat. File 

name \ps460d03\ contains all of the rollforward files. 

Attachment II is a flowchart detailing how the files are used from Base Year 1996 

to Fiscal Year 1997 Before the Volume and Workyear Mix Adjustments. The Base Year 

1996 B Workpapers are the source of the Manual Inputs used in the I File. Distributing 

the volume variable less PESSA costs produces the A File. The A File is then the input 

for the B File in which the PESSA costs are distributed and the D Report, which 

contains the Final Adjustments, follows the B File. 

The A File is also the input matrix to the next rollforward year. The Cl through 

C6 Files are each of the discreet adjustments in the rollforward model. These are then 

summed into the TY File and it is similar to the A File in the base year. The lY File is 

used as the input to the B File and the TY File is also the input to the next rollforward 

year. 

A more detailed explanation of these steps can be fou~nd in the testimony Of 

Witness Patelunas, USPS-T-15, pages 6-15. The technical explanation is available in 
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the following library references: Docket No. R94-1, LR-G-5, Costs and 

RevenuelRollForward, Listings of Programs, Job Control Language, and Command 

Procedures and Docket No. R97-1, LR-H-5, Cost and Revenue Analysis, Roll Forward, 

Processing Documentation. 

Response a%: 

All of the amounts cited to USPS-T-5, Workpaper A and USPS Library 

Reference H-9 are correct. All of the amounts cited to USPS LibratyR,eference H4 

cannot be found in file I.DAT. All of the relevant amounts in LDAT match the 

Workpaper A and USPS Library Reference H-9 amounts. Affer browsing the files in an 

effort to clear-up the confusion, all the amounts cited to LDAT were found in B.DAT. 

The original sourca CD ROM that was provided as USPS Library Reference should be 

reviewed for the amounts in LDAT; it is possible that a copy made from the CD ROM 

has been mislabeled. 
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Response of United States Postal Service Witness Patelunas 
t0 

Interrogatories of 
Office of the Consumer Advocate 

(Redirected from Witness Alexandrovich USPS-T-5) 

OCANJSPS-TS-4. The following interrogatory refers to Postal Service library 
references H-6 and H-7. Both library references include diskettes. Library Reference 
H-6 states, “Eight computer tapes contain[] data files used in the Base Year I 
RollForward . . . . To facilitate use of these tapes, printouts of the job control language 
(JCL) used to create the tapes, and associated processing messages are also 
provided. ” Library Reference H-7 states ‘This library reference contains one diskette 
that includes the cost matrices for the following years:...” 

a. 

b. 

C. 

d. 

e. 

f. 

Please explain why the-data file I.DAT in library reference .H$, subdirectory 
“PS41ODOl/FY9SMODS” differs from the data file FYgSMODS.,DAT provided in 
library reference H-7. Which data tile I.DAT or FYSSMODS.DAT is correct? If 
neither file is totally correct, please submitted a corrected data file. 

In library reference H6, subdirectory “PS420DOIIFY95MODS” there are three 
data files, A.DAT, BDAT and C.DAT. Please explain the purpose of each data 
file. 

Please explain the difference between the data tile FY97RCC.DAT in library 
reference H-7 and the data files in library reference H-6, subdirectory 
“PS460D03/FY97RCC”. What data file accurately reflects the cost matrix data? 
If neither library reference contains a data file that accurately reflects the cost 
matrix data, please provide a corrected data file. 

Please explain the difference between the data file FY97RCM, DAT in library 
reference H-7 and the data files in library reference H6, subdirectory 
“PS46OD03/FY97RCM”. What data file accurately reflects the cost matrix data? 
If neither library reference contains a data file that accurately reflects the cost 
matrix data, please provide a corrected data file. 

Please explain the difference between the data file FY97RCR.DAT in library 
reference H-7 and the data files in library reference H-S, subdirectory 
“PS46ODO3/FY97RCR”. What data file accurately reflects the cost matrix data? 
If neithar library reference contains a data file that accurately reflects the cost 
matrix data, please provide a corrected data file. 

Please explain the difference between the data file FY98RCA. DAT in library 
reference H-7 and the data files in library reference H6, subdirectory 
“PS4SOD03/FY98RCA”. What data file accurately reflects the cost matrix data? 
If neither library reference contains a data~file that accurately reflects the cost 
matrix data, please provide a corrected data file. 



Response of United States Postal Service Witness Patellunas 
to 

Interrogatories of 
Office of the Consumer Advocate 

(Redirected from Witness Alexandrovich USPS-T-5) 

9. Please explain the difference between the data file FY98RCAM.DAT in library 
reference H-7 and the data files in library reference H8, subdirectory 
“PS460D03/FY98RCAM”. What data file accurately reflects thle wst matrix 
data? If neither library reference contains a data file that accurately reflects the 
cost matrix data, please provide a corrected data file. 

h. Please explain the difference between the data file FY98RCB.DAT in library 
reference H-7 and the data files in library reference H-6, subdirectory 
“PS460D03EY98RCB”. What data file accurately reflects the cost matrix data? 
If neither library reference contains a data file that accurately reflects the cost 
matrix data, please provide a corrected data file. 

i. Please explain the difference between the data file FY98RCBM.DAT in library 
reference H-7 and the data files in library reference H-6, subdirectory 
“PS460D03EY98RCBM”. What data file accurately reflects the cost matrix 
data? If neither library reference contains a data file that accurately reflects the 
cost matrix data, please provide a corrected data file. 

OCANSPS-T5-4 Response: 

For each of these responses, please refer to Attachments I and II to the 

response to OCANSPS-TS3 for further assistance. 

a. The I. DAT in Library Reference H-6 is the I File in Base Year 1996 and the 

FY96MODS.DAT file is the D File in Base Year 1996. Both files are wrrect. 

b. There is no CDAT File; it is assumed that this should be D.DAT. The 

explanation provided at the beginning of the response to part a of OCANSPS-TS-3 and 

the two attachments to that response explain the purpose of each data file. 

c-i. The files found in Library Reference H-7 are the D Files for each of the years 

listed. The two attachments to the response to OCAAJSPS-TS-3 describe the files 

contained in Libary Reference H-6. The two attachments and the explanation at the 
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to 
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(Redirected from Witness Alexandrovich USPS-T-5) 

beginning of that response provide the detail necessary to understand the different 

files. All the files reflect the cost matrices that they are intended to reflect. 
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Office of the Consumer Advocate 
TRedirected from Witness Alexandrovich USPS-T-5) 

OCAIUSPS-T5-S. The following interrogatory refers to Postal Service library 
reference H-S, data file “IDAT’ and your workpaper A-l, base year 1996, manual 
input requirement. 

a. Can the “I.DAT datafile provided on diskette in Postal Service library 
reference H-6, subdirectory “PS41 ODOl IN96MODS” be useId in the Postal 
Services CRA roll-forward program to replicate workpaper A-l, manual input 
requirement for the base year 19967 

b. If your response to part “a” of this interrogatory is negative, please indicate 
what Postal Service library reference and data file could be us,ed to replicate 
the workpaper A-l, manual input requirement for the base yeair 1996. 

C. If no data file has been submitted on a diskette that could be used to replicate 
the workpaper A-l, manual input requirement for the base year 1996, please 
provide one. The tile provided on a diskette should be in a format similar to the 
file format used in the Postal Service library reference H-6 data file YDAT.” 

OCAIUSPS-TB5 Response: 

a. The LDAT data file provided on CD ROM in Postal Service Library Reference 

H-6, subdirectory “ps4l0dOl/fy96mods” is the same file as USPS-T-5, Workpaper A-l, 

Manual Input Requirement. 

b. Not Applicable. 

C. Not Applicable 
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OCA/USPS-T5-6. The following interrogatory refers to Postal Service library 
reference at 62. Please confirm that op code 12 takes the sum of components 427 
and 21 distributes the total to component 528 on the basis of component 527. If you 
unable to confirm, please explain fully and include cites. 

OCAIUSPS-T56 Response: 

Not confirmed. In addition to Postal Service library reference H-4, please refer 

to Docket No. R94-1, USPS Library Reference G-5, Costs and Revenue/Roll Forward, 

Listings of Programs, Job Control Language, and Command Procedures and Docket 

No. R97-1, Library Reference, H-5 for further explanation. 

Briefly, control string 12 (this is not an op code), distributes the total amount of 

component 29, Supervision of E & LR, on component 527, All Salaries. This amount is 

stored in component 528. Component 427 is the PESSA portion of the E & LR 

component that is distributed in the B control strings and this amount is stibtracted from 

component 29 to eliminate double counting. That is why components 427 and 29 can 

be added together to yield the same total as component 528. 

9781 



Response of United States Postal Service Witness Patelunas 
to Interrogatories of 

Office of the Consumer Advocate 
(Redirected from Witness Alexandrovich USPS-T-5) 

OCAIUSPS-T5-9. Your response to OCAIUSPS-TS-1, indicates that Postal Service 
library reference H-4 at 59-72 is a description. However, the Postal ‘Service library 
reference H-4 at 59-72 is primarily a series of numbers. For example, the following 
appears on page 59, 

04 CALCULATE SUBTOTAL ALL SALARIES 
0525,008O 
0680...; 

on page 61, 

04~ CALC TOTAL C/S 16 CUSTODIAL & BUILDING 
0297 
0176 
0177...; 

and on page 62, 

12 DISTRIBUTE C/S 18 PESSA CSC RETIREMENT CURRENT 
0528,0432,0201,0433 ._._ 

For each line on pages 59-72, please provide an English translatiorl of the program 
operation. Please explain all mathematical calculations that are being performed. 

UCAIUSPS-T5-9 Response: 

Please refer to Docket No. R94-1, USPS Library Reference G-5, Costs and 

Revenue/Roll Forward, Listings of Programs, Job Control Language, and Command 

Procedures for an English explanation of the program operations and the arithmetic 

involved. Additionally, Docket No. R97-1, Library Reference, H-5 provides further 

documentation 
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9783 

OCANSPS-T-5-28. Please list all BY 1998 cost segments and components (other than 
segment 3) for which the attributable costs are distributed (in tiole or in part) to the 
classes and subclasses according to the distribution of costs for segment 3 totals. 

OCAIUSPS-T-5-28 Response: 

See my response to OCAIUSPS-T5-27, redirected from Witness Alexandrovich, 

USPS-T-5. 
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to Interrogatories of 

Office of the Consumer Advocate 
(Redirected from Witness Alexandrovich, USPS-T-5) 

OCANSPS-T-5-29. Please list all BY 1996 cost segments and components (other than 
segment 3) for which the attributable costs are distributed (in whole or in part) to the 
classes and subclasses according to the distribution of costs for one of the segment 3 
components. In each case, indicate which component is used to distribute the 
attributable costs. 

OCAIUSPS-T-5-29 Response: 

See my response to OCNUSPS-T5-27, redirected from Witness Alexandrovich, 

USPS-T-5. 

9704 

. 



b’ev 

1’9P 
L’QV 
L‘ZV 
L’ZV 
C’OE 
1’91 
L’BL 
1’91 

L’QZL 

L’VZL 

1711 

L’VZl 
l’Z9 
l’Z9 ’ 

, 

L’OE 

L’OE 
L’9Z 

1’92 

L‘OZ 
!‘a!. 
1.81 

1’ 13 S/M 

E-V dM 

E-V dM 
E-V dM 
E-V dM 
E-V dM 
E-V dM 
E-V dM 
E-V dM 
E-V dM 

Z-V dM 

Z-V dM 

Z-V dM 

Z-V dM 
C-V dM 
Z-V dM 

Z-V dM 

Z-V dM 
Z-V dM 

Z-V dM 

Z-V dM 
Z-V d.k4 
Z-V dM 

BdM 

SklOJ”OS 

O* iuauodwo~ uo pelnqpls!a 

zsol wemt 
‘PWI ‘0101’1ooc :sdwm f%wwu! urns 

SE luauodwo3 uo palnqulya 
Lt6 lUaUodwo3 Uo Palnq!Jls!Cl 
w6 iueudww uo painquis!a 

99 iuauodum uo painquis!a 
o* iuauodwo3 uo wiwwa 

uo@au 9 OH 3xa ‘Aay saye[eS ~fv uo palnqys!a 

Jaw0 pue mtl ‘U!WPV E SD uo Qle!ped wiww!a 
61 PUe 91 ‘91 ‘EL S!J UJOJ) SlSO3 lWUOSJ+J PUS 

hi swws iw 9zs iuauodwo3 uo wiwuina 
61 Pus 91 ‘91 ‘El S3 WOJl SlSo3 IaUUOSJad PUe 

hi sewes w 9zs wuodwo3 uo peinquis!a 
61 PUS 91 ‘91 ‘EL S3 WOJl SlSo3 PUUOSJOd PUS 

hen -w-w ev 9zs iumdwo3 uo winquwa 
6L pue gt ‘91 ‘El SD WOJl SlSo3 lauuoved pue 

Aan sawes w QZS iueuodww uo winqwa 
SC iuauodwo3 S! eszt 1uauodw03 10 UO!tIOd 

IJ'Jd S! 9SZt W!W 10 6SZl lUaUodwo3 Uo Palnq!Jls!Cl 
n 3~3 Wwwe Lv9 s3 

we wl fWpw~a c s3 uo painquis!a 
la101 pax! j oypads pue Bu!ssmoJd I!ew 

s6z iueu~wo3 uo painquisfa 
M 9v3 3xa L49 s3 put! ot iuaudwo3 uo painqutva. 

(vu cs3 ‘a83 we wi zs3 ‘oxa) 
W series Ilv szs iuauodwo3 uo painquva 

(~52 ES~ ‘MSZI w v-281 zs3 3xa) 
60~ seuws IIV szs iuauodwo3 uo pamquis!a 

SE wxmdwo~ uo painqgista 
SE iuauodwo3 uo painquis!a 

SE iueuodwo3 uo pemqgis4p sassepqng 

b4 uu!inquis!a 

(gi-sdsn ‘q3AoJpuexalv naUl!M WOJJ papaJ!patl) 
6Z U6noJql LZ-Sl-SdSfl/V30 
1 luawq3ellv 

ieiuaM 6gy~eg mopu!~ 

Aan mds ieioi 
gave3 d!nbg UodsueJl l!eyy 

e3edS seyl(pej eeholdwq 
e3edS e31yjo 

weds h!nbul B sw!elD 
aaedS acy~eS mopu!l(l( 

Joioe j se!l!lpej eaAoidw3 

JoPad aXI40 

dww ,S’aYJOM 

Jo!Jd SklS3 

iuwn3 ws3 

eheq lenuuv pcnpde~ 

iuewdfnb3 6Wl8JedO lapd 

sle!.uaa 0 mpelz~ .AdnS lu!oy 

uo!Palwd Aeimb 'Adns 
kIeA!laa 4 uo!pello3 ‘AdnS ua~ 

muepuei&t 9 ew!l .AdnS 
saop~a~ mopuy~ ‘Adns 

peeLpeA pue Joqel paJ!a .AdnS 

COlL 

6601 
zso 1 
LWOL 
VWL 
OlOL 
toot 
Lb6 
H-6 

VOZ 

tot 

OOZ 

BBC 

SL 

BLQ 

QL9 
ZE 

6Z 

B 
: 
t 

ZV 

luauodwo3 



1'02 w-v dM 

L'OZ t-V dM 

1'02 V-V dM 
1'81 9-V dM 

1'91 V-V dM 

i-V dM 
tV dM 
+\I dM 
t-V dM 
t-VdM 
+V dM 
tV dM 
+V dM 

1.8 tV dM 

1'9" 9-V dM 

1'9 
L'OB 
1'06 
tze 
L'ZQ 

W dM 
E-V dM 
E-V dM 
C-V dM 
E-V dM 

L'QQ E-V dM 
L'QQ E-V dM 
1'29 E-V dM 
L‘ZQ C-V dM 
l'Q* E-V dM 

saoJ”og 

J 

44 swws tw m lueu~uw~ uo wiw.ww vss3d 
6 1 PUS Q L ‘91 ‘E I S3 LUOJJ SlSO3 lENJUOSJ+, PUS 

Aax sayem Ilv EEP 1uauuduJw uo Palnq!Jls!P VSS3d 
61 PIJE Q I ‘QL ‘E 1 SrJ IUOJJ SW3 lWUOSJOd PUS 

Ken sewies IIV EEL luauoduw uo palnwls!P vss3d 
Ep pue 7.w siueuodwo~ sepnpul 

61 pue gL ‘9b ‘EL SD WOJJ siso:, IeuuosJed pue 
hi wales IW EEP iueucdwo3 uo winws!P vss3d 

61 PUB 81 ‘91 ‘El S3 UJOJJ SlSo3 l%JUOslOd pUl3 

hen seuvs tiv EC* iueuodww uo wwuisw vss3d 
660 1 iueuoduw uo painquis!p vss3d 
66OL 1uau~uKI ua PalW!Jls!P VSS3d 
661 L iu-amJwo3 uo winwwp vss3d 
6611 iuamJwo3 uo wivwp vss3d 
660 t iumdwo3 uo wiwois!p vss3d 
660 t iuaudwo3 uo wiwuis!p vss3d 
660 t iuauodw3 uo winquwp vss3d 

v91 Es3 we 8193 we v981 z 53 3x8 
sewvs iw ~zs iueudwo3 uo painwv vss3d 

v91 Es3 pus m93 pun km91 z s3 ‘3xa 
wmss iiv Lzs iueuodwo3 uo wnww vss3d 

v91 c33 we a193 we vm z so 3x3 
sews [IV L~S iueuodwo3 uo peinqwa 

oezt iueuoduw sepnpui 
sc iuaudwo3 uo peinqwa 

ogzl iuauoduJo3 sepnpul 
sc iuau~uw uo winquis!a 

zsotwemt 
‘t)(ll ‘OIIJL ‘LM)L :sdwm Bu!pnpu! urns 

SC iueuodwo3 uo painqys!a 
Lr6 iueuodwo3 uo Palnwls!a 
wt3 iueuoduto3 uo painquisja 

99 yeuoduro~ uo pelnquls!a 

Aan uo!lnq!Jls!cl 

ladPuudkflo3 tuei!nuuv 

ameJnsuf em lue)!nuuv 

swuea wew ewgetl 
uowwwns stls3 

Jo!Jd S&IS3 

iuew stls3 
WJ’Jd uu!PaloJd SdSn 

Wva 9 iwoisn3 
wuinn 9 lend 

WW 
iuewd!nb3 Bu!pl!ng B lueld 

sJaueel3 pkuiuo~ 
~~UUOSJ~d UOQ?JOlOJd 9 6U!U&?Jl~ 

suo!ieleu Joqel put3 eeAo@u3 

suoqeleti JOq8-l pus eeAo~lu3 

uowwJns v 9 I 
Aen ieioi 

s~aiua3 d!nb3 ~odsuw~ 1~ 

hen iwi 
ue)ueD dyb3 wdsuw~ I!ew 

Aan iewati iawl 
lalueu sJegIe:, d!nb3 wdsue~l l!ew 

IelueH seq!lne j aeAo1dur-j 
ieiuatl mds wuo 

laluetl rCl@ul 9 sup313 

all!1 1uau~uw 

SEtl 

IL 

eoz 
SW 

VW 

ZCV 
PBC 
L6Z 
86Z 
SQl 
6L 
te 
tL 

6Zt 

LZt 

ezt 
68ZI 
OQZL 
BSZL 
OSZL 

Bell 
ZSLL 
LWL 
WlC 
OLll 

luauodwo~ 

(Sl-SdSll ‘W!AolPu~alV =aul!M loC’JJ PaPaJ!PaM) 
61’46nuJW LZ-Sl-SdSMV’30 
I iUew-w 



C’ZE 
L’ZE 

WV dM 
W-V dM 

l.ZE tV dM 
L’OE t-\l dM 
1’0-2 tW dM 
L’OE t-V dM 

L’zz P-V dM 

rzz W dM 

i’zz V-V diV\ 

L’OZ V-V dM 

Se3J”OS 

903 pue ~8s sweuoduw sewiw 
sapales IIV EEC luauodwo3 uo palnwwa 

961 lueuodtuo3 uo palnqulsta 
~6z lueuodluo3 sapnpul 
Q~Z luauodu~o~ sepnpul 

66 1 I iuauodu~o3 uo palwwa 
t31 pus Qc 'Q~'cL SD WOJJ sisn leuuosled pue 

&en seueles uv cw iuaudwoa uo wlnq!JwP VSS3d 
61 Pus 81 ‘91 ‘EL S3 UIoJJ s1so3 lauuoslad Pus 

Aen sawes IIV EEP luauoduw uo pelnwls!p vss3d 
6L Pus 81 ‘91 ‘EL 53 uJoJJ slso3 lauuwad Pus 

.‘.e;i sesyeps fly EC: :UaUd*se3 Uo pa;!qy:s!p vSS3d 
6~ pus QL '91 ‘~1 SD WOJJ slso3 lauuosled pue 

Aen sa!JalaS IIV EEP luauduo uo Palnq!Jls!P vSS3d 
61 PWJ 81 ‘QL ‘El S3 WoJj slso.2 IauuosJad Pus 

Aan uowwJls!a 

(sl-Sdsn ‘uwoJpuexaiv ssaul!~ UIOJJ papaJ!pa& 
61 u6noJw LZ-SI-SdSnltl30 
I luauwwlv 

tsemi ielol pelsn!pv 
)saJelul luetueJ!leM 

sep!qeA 9 Bplglpuq ‘d!nb3 JOJ ISBJ~IUI 
uo!lepaJdea let01 

plowseel 9 6~113 iawl ww!Pv 
wweseei 9 6~19 pelndw 

all!1 1uaudwo3 

6Et 

ES9 

BE* 

1ueuodw03 



Response of United States Postal Service Witness Patelunas 
to Interrogatories of 

Office of Consumer Advocate 
(Redirected from Witness Tayman USPS-T-g) 

OCNUSPS-T-9-21. Please refer to Library Reference H-12, Chapter Illa, 
Roll Forward Model Factors and Chapter XII, Rollforward Model Change 
Reports. 

a. Two different line headings, ‘Interest on Debt, cost component 217,” 
for three periods (FY97, FY98, and FY98 After Rates) in Chapter llla and 
“Imputed Interest Land/Building and Equip., cost component 587,” in 
Chapter XII, Sections a, d, and fare used to refer to identical dollar 
amounts. Please indicate which designation is correct, where any 
conforming adjustments are required, and provide revised schedules as 
appropriate. 

b. Please explain why the “Interest on Debt, cost component 2!17,” of 
$82,152,000 in the “Roll Forward Model Factors for FY 1998,” referenced in 
a, above, differs from those in a similar table sponsored by witness 
Patelunas (Exhibit 15A, FY 1998 page 4) which cites to LR H-12 iand lists 
$113,192,000 as “Interest on Debt, cost component 217.” Please indicate 
which amount is correct, where any adjustments are required, and provide 
revised schedules as appropriate. 

OCNUSPS-TS-21 Response: 

a. The component headings “Interest on Debt” and~“Imputed Interest 

Land/Building and Equip.” are synonymous and can be used 

interchangeably. In the CRA/Rollforward model, the proper cost component 

associated with these headings is 587. Cost component 217 is Total 

Interest Expense, 

b. The $82,192,000 amount shown in USPS Library Reference H-l 2, 

Section XII, part d is correct. Please see my USPS Exhibit-15A, page 4, 

revised September 2, 1997. 

9788 



Errata - Patelunas (USPS-T-15) 
9769 

Exhibit USPS-15A Change the following: 

Page 4 of 6 

Delete “Interest on Debt” line in SEG 20 section - see addition below 

Add the following row to the bottom of the page: 

FY 1997 TY 1998BR TY 1998AR 
20 Interest on Debt 587 0 82,192 26,192 



Response of United States Postal Service Witness Patelunas Revised 
to Interrogatories of 9119/97 

Office of Consumer Advocate 
(Redirected from Witness Lion, USPS-T24) 

9790 

OCAIUSPS-T24-25. Please refer to your testimony at page 20, line 7, and the 
following table, which shows the development of attributable costs for th’e “All Other’ 
category. 

DETAIL FOR “ALL OTHER” CATEGORY 
TYBR 98 

COST SEGMENT 

us 1 
c/s 2 
c/s 3 
c/s 4 
c/s 6&7 
C/S 8 
c/s 9 
c/s 10 
c/s 11 
CIS 12 
c/s 13 
c/s 14 
CIS 15 
C/S16 
c/s17 
CIS 18 
c/s 19 
c/s20 
SUBTOTAL 

TOTAL 

ACCRUED COSTS 
($1,000) 

[II 
1,714,555 

$3,514,728 
$17,707,467 

$10,053 
$11,987,730 

$452,791 
$115,083 

$3,730,577 
$1,065,756 

$648,559 
$291,673 

$4,364,702 
$423,682 

$2,121,647 
$57,201 

$4,235,424 
$38,973 

$3.211.638 
$55,692,237 

ALL C/S $60,766,222 

NOTES AND SOURCES 

11 
11 
I/ 
11 
11 
I/ 
21 
21 
31 
21 
21 
21 
41 
51 
61 
71 
91 
101 

121 

ATTRIBUTABLE 
TO PO BOXES 

($1,000) 

II 
21 
31 
41 
51 

USPS-T-15. WP E. Table D, at 2. 
USPS-T-l 5. WP E. Table D, at 4. 
USPS-T-l 5. WP E. Table D, at 36. 
USPS-T-15. WP E. Table D, at 48. 
$2,121,647 = $3,529,646 - $1,407,999 USPS-T- 
15, WP E Table D, at 52 & 54. 

61 USPS-T-15. WP E, Table D, at 6. 

PI 
$3,183 II 
$7,531 II 

$71,527 II 
$0 

$353 11 
$0 
$0 
$0 
$0 
$0 

$0 
$0 
$0 

$14,550 81 

$104,575 



Response Of United States POStal Service Witness Patelunas Revised 
to Interrogatories of g/19/97 

Office of Consumer Advocate 9791 
(Redirected from Witness Lion, USPS-T24) 

OCAIUSPS-T24-25 continued: 

71 $4,235,424 = $4,595,701 - $360,277 USPS-T-15, WP 
E, Table D, at 56 8164. 

81 $14,550= $21,804 - $7,254 USPS-T-15, WP E 
Table D, at 56 & 64. 

91 USPS-T-15, WP E, Table D, at B. 
101 $3,211,638 = $4,155,532 - ($581,680 + $362,214) 

USPS-T-15, WP E, Table C, at 32, and Table D, at 66 & 68 
1 I/ USPS-T-15, WP E, Table C, at 32. 
121 USPS-T-15, WP E, Table D, at 8. 

a. Please confirm that the figures in column [I] are correct. If you do not confirm, 
please explain and provide the correct figures, Please show all calculations and 
provide citations to any figures used. 

b. Please confirm that the figures in column [2] are correct. If you do not confirm, 
please explain and provide the correct figures. Please show all calculations and 
provide citations to any figures used. 

C. Please refer to the “Notes and Sources.” Please confirm that the citations, and 
calculation of figures based upon those citations, in the “Notes and Sources” 
accompanying the table above are correct. If you do not confirm, please explain and 
provide the correct citations and figures. Please show all calculations and provide 
citations to any figures used. 

OCAIUSPS-T24-25 Response: 

a. Part a is confirmed. 

b. Part b is not confirmed. I misunderstood the question when I originally 

responded. I interpreted the question as asking me to confirm that the Gamounts 

accompanied by a footnote could be found on the paged cited in the “Notes and 

Sources” section and that is what I did. I should have verified that not only could the 

amounts be found on the cited pages, but also that these were indeed the correct 

amounts of Post Office Box volume variable costs. There are two amounts in column 

[2] that are not correct amounts to use in this calculation: CIS 12 should be $3 and 

CIS 20 should be $7,432. As such, these two amounts are not confirmled 



Response of United States Postal Service Witness Patelunas Revised 
to Interrogatories of 9119197 

Office of Consumer Advocate 9792 
(Redirected from Witness Lion, USPS-T24) 

OCANSPS-T24-25 Response continued: 

In an effort to clarify the confusion this has caused, I am providing Attachment I 

to this response. Attachment I shows the detail and sources of the underlying Space 

Provision, Space Support and All Other costs for Test Year 1998 for both Before Rates 

and After Rates. Using the three categories as defined by Witness Lion, USPS-T-24, 

page 1 displays the detail for the Space Support and Space Provision categories, 

page 2 displays the detail for the All Other category for Before Rates an’d page 3 

displays the detail for the All Other category for Afler Rates. 

C. Part c is confirmed. 
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BR AODetail 
9794 

Attachment I 
OCAIUSPS-T24-25 

(Redireszted from Witness Lion) 
Revised 9/l 9197 

DETAIL FOR “ALL OTHER” CATEGORY 
l-YBR 98 

COST 
SEGMENT 

TOTAL VOLUME 
ACCRUED VARIABLE TO 

COSTS PO BOXES 

(sl,ooo) ($1 ,000) 

CIS 1 
c/s 2 
CIS 3 
CIS 4 
CIS 687 
CIS 0 
CIS 9 
CIS 10 
CIS 11 
us 12 
CIS 13 
CIS 14 
CIS 15 
CIS 16 
CIS 17 
CIS 18 
CIS 19 
CIS 20 
SUBTOTAL 

.$1.714,555 II 
WJ14.726 II 

$17,707.467 II 
$10.053 II 

$I 1;987.730 II 
$452,791 II 
$115,063 2l 

$3.730.577 2l 
$1,065,756 31 

$640.559 2l 
$291,673 Z 

$4,364.702 21 
$423.602 41 

$2,121,647 51 
$57,201 61 

$4,235,424 71 
$38,973 91 

$3,211,638 101 
$55,692.237 

$3.183 II 
$7.531 II 

$71.527 II 
$0 II 

$353 II 
$0 II 
$0 2l 
$0 2/ 
$0 31 
$3 2l 
$0 2l 
$0 2l 
$0 41 
$0 51 
$0 61 

$14,550 01 
$0 91 

$7,432 Ill 
$104,579 

TOTAL ALL CIS $60,766.222 

NOTES AND SOURCES 
II USPS-T-15, Exhibit E. at 2. 
2l USPS-T-15, Exhibit E. at 4. 
31 USPS-T-15. Exhibit E. at 36. 
41 USPS-T-15, Exhibit E. at 48. 
51 $2,121,647 USPS-T-15, Exhibit E. at 52 8 54. 
61 USPS-T-15. Exhibit E, at 6. 
71 $4,235,424 USPS-T-15, Exhibit E, at 56 B 64. 
ai $14,550 USPS-T-15, Exhibit E, at 56 8 64. 
91 USPS-T-15, Exhibit E. at 8. 
101 $3,211,638 USPS-T-15, Exhibit E, at 66 & 68. 
111 $7,432 USPS-T-15, Exhibit E. at 66 & 68. 

Page 2 



COST 
SEGMENT 

CIS 1 
c/s 2 
CIS 3 
CIS 4 
us 687 
CIS 8 
CIS 9 
CIS 10 
CIS 11 
CIS 12 
CIS 13 
CIS 14 
c/s 15 
c/s 16 
CIS 17 
CIS 16 
c/s 19 
CIS 20 
SUBTOTAL 

TOTAL 

AR AODetail 

DETAIL FOR “ALL OTHER” CATEGORY 
TYAR 90 

9795 
Attachment I 

OCAIUSPS-T24-25 
(Redirected from Witness Lion) 

Revised 9/l 9197 

TOTAL 
ACCRUED 

COSTS 
(tl,ooo) 

$1,712.615 II 
$3517,945 II 

$17,759,605 II 
.$10,073 II 

$11,960.532 II 
$448,972 II 
$114,111 2l 

$3,721,604 2l 
$1,070,905 31 

$647,994 21 
$291,625 Z 

$4,326,522 2l 
$423,682 41 

$2,123,396 51 
$57,201 61 

$4,235,424 71 
$38.973 91 

$3,210,957 101 
$55.672,136 

ALL C/S $60,690,121 

NOTES AND SOURCES 
II USPS-T-15, Exhibit H. at 2. 
2l USPS-T-15, Exhibit H. at 4. 
31 USPS-T-15, Exhibit H. at 36. 
41 USPS-T-15, Exhibit H. at 46. 
51 $2.123,396 USPS-T-15, Exhibit H, at 52 8 54. 
61 USPS-T-15. Exhibit H, at 6. 
71 Z-4.235.424 USPS-T-15, Exhibit H. at 56 & 64. 
ai $13,625 USPS-T-15, Exhibit H, at 56 B 64. 
91 USPS-T-15, Exhibit H, at 8. 
101 $3,210,957 USPS-T-15, Exhibit H, at 66 Zi 66. 
Ill $6,960 USPS-T-15, Exhibit H, at 66 & 66. 

VOLUME 
VARIABLE TO 

PO BOXES 
(tl,ooo) 

$2,721 II 
$6,465 I/ 

$61,217 II 
$0 II 

$302 II 
$0 II 
$0 2l 
$0 2l 
$0 31 
$3 2l 
$0 2l 
$0 2l 
$0 41 
$0 51 
$0 61 

$13.625 81 
$0 91 

$6,960 111 
$91,293 

Page 3 



Answer of Richard Patelunas to the Interrogatories of 
Office of the Consumer Advocate 
to United States Postal Service 

(Redirected from Witness Lion USPST24) 

OCANSPS-T24-60. Please refer to your testimony at page 20, lines 5-7, 
concerning the total cost for each of the three cost categories of Space Support, 
Space Provision and All Other. 

a. Please confirm that you assumed there would be no change in total Space 
Support and total Space Provision costs in the test year associated with the 
decrease in the total number of post office boxes. If you do no confirm, please 
explain. 

b. Please confirm that only the total of All Other costs will vary with the decrease in 
the number of post office boxes in the test year. If you do no confirm, please 
explain. 

OCANSPS-T24-60 Response: 

a. See Witness Lion’s response 

b. Part b is not confirmed. In the rollforward, in addition to the mail volume effect 

for the components comprising the “All Other” category, the components that are used 

to build the distribution keys for the PESSA costs also receive a mail volume effect. As 

such, the Post Office Box portion (component 903), receives a mail volume effect that 

causes it’s portion of the total distribution key to change slightly. For instance, the 

following changes occurred from Base Year 1996 to Test Year After Rates 1998 for 

components 1099 (Total Key of Space Components) and 1199 (Total Key of Rental 

Value Components): 

BY96 
TY98AR 

[I 099) (1199) 

USPS-T-5, WP-A-3, pp. 46 and 66 8.89% 9.67% 
USPS-T-15, WP-G, Table B, pp. 46 and 66 8.81% 9.57% 

9796 



Response of United States Postal Service Witness Patelunas 9797 
to Interrogatories of Revised 

Office of Consumer Advocate 9/19/97 

(Redirected from Witness Lion, USPST24) 

OCNUSPS-T24-74. Please refer to your testimony at page 20, line 6. 

a. Please confirm that the cost of post office boxes located in contract stations is 
not included in the NBR “Total Volume-Variable Costs” of $607,734,000. If you do 
not confirm, please explain. 

b. Please confirm that the cost of post office boxes located in contract stations is 
treated as an institutional costs. If you do not confirm, please esplain. 

OCAIUSPS-T24-74 Response: 

a. Part a is answered by Witness Lion, USPS-T24. 

b. II is confirmed that the cost of post office boxes located in contract stations is 

treated as non-volume variable. 



Response of United States Postal Service Witness Patelunas 
to Interrogatories of 

United Parcel Service 
(Redirected from Witness Sharkey USPS-T-33) 

Revised 12lO3197 

UPS/USPS-T33-58 

Please provide that portion of the total price to be paid by the Postal Service 
under the PMPC contract that relates to test year (FY 1998) operations for the PMPC 
network. 

UPS/USPS-T33-58 Response: 

My response to UPS/USPS-T33-35, redirected from Witness Sharkey, referred 

to USPS Library Reference H-12 pages: 98, 100, 122 and 127 as the sources of the of 

the PMPC Phase I contract costs. For Test Year 1998, the costs are found on pages 

100 and 122 of USPS-LR-H-12 and they are (in 000’s): 

HQ Programs Segment 16 Component 187 $101,813 page 122 
Air Transportation Segment 14 Component 142 $100,000 page 100 
Highway Transport Segment 14 Component 143 $100,000 page 100 

Summing the amounts shown above yields $301,813,000 in PMPC Contract 

costs projected for Jest Year 7 998 in USPS-LR-H-12 

9798 



Response of United States Postal Service Witness Patelunas 
to Presiding Officer’s Information Request 

Number 5. 9799 

USPS Library References H-2 and H-3 are the FY 1996 Cost and Reve&e 
i 

14. 
: , 

Analysis report and the Cost Segments and Components report. These reports are the 
Fiscal Year 1996 equivalent of witness Alexandrovich’s Exhibits 5A through 5C. 
Please provide the following workpapers and backup material that were used to 
develop the library references, above. 

a. Cost Segment workpapers, equivalent to witness Alexandrovich’s ‘B” 
workpapers. Also, please provide the electronic version of the workpapers as was 
provided for the Base Year workpapers in USPS LR-H-201. 

b. The CRA Manual Input reports, the A report, the B report, and the C 
report, These are equivalent to witness Alexandrovich’s workpapers A-l through A-4. 
Please provide an electronic version of the Manual Input report similar to that found in 
USPS LR-H6. 

14. Response: 

a. The hardcopy version of the “6” workpapers is provided in Part I of USPS 

LR-H-308. The electronic version of the “B” workpapers is provided on the disk 

found at the end of Part II of USPS LR-H-308 

b. The hardcopy version of the following reports is provided in Part II of 

USPS LR-H-308: the Manual Input report, the A report, the B report, the F report 

and the C report. The electronic version of the Manual Input report is provided on 

the disk found at the end of Part II of USPS LR-H-308. 



9800 

Designated Interrogatory Responses 
of 

Peter D. Hume (Tl8) 



9801 

Response of United States Postal Service Witness Peter Hume 
to interrogatory of NNA 

NNAIUSPS-T18-1 

Please explain in your Tables I-5, line 16 and Tables 6, line 17 what “Publications 
Service” describes and measures. 

Response 

The term “Publications Service” was used in my previous testimony, USPS-T-7 of 

Docket No. MC951, to represent the former CRA line item “Second Class Regular 

Rate” of the former Second Class. See page 32, lines 1 l-l 3 of USPS-T-7 and Tables 

B-l through B-5 of USPS-T-7B of Docket No. MC95-1. Similarly, “Nonprofit (all 

categories)” was used in my previous testimony, USPS-J-2 of Docket No. MC96-2, to 

represent the former CRA line item “Nonprofit Publications” of Second Class. See page 

27, lines 4-7 of USPS-J-2 of Docket No. MC962 Since I retained the original (MC95-1 

and MC96-2) computational formats of all my tables l-5 in my present testimony, the 

lines 16 (and line 15 in Table 6) still represent the CRA line items “regular rate 

publications” or “nonprofit publications” in my Exhibit B tables and Exhibit C tables 

respectively. 

It may be noted that the CCS data collection, which determines cost distributions for city 

carrier street time and rural carrier components, treats Second Class (periodicals) as a 

whole without differentiating among the periodicals subclasses. 



9802 

Designated Interrogatory Responses 
of 

Michael A. Nelson (Tl9) 



9803 

Response of Postal Service Witness Nelson to OCA Interrogatory 
Redirected from Witness Alexandrovich 

OCNUSPS-T5-15. Please confirm that the procedure for determining attributable costs 
for cost component 6.1 (city carriers office activity, direct labor) in the base year is the 
same as that described on page 8-4 of library reference H-l. If you do not confirm, 
please describe all deviations from the H-l methodology. 

Response: 

Not confirmed. Methodological refinements for cost component 6.1 that were 

introduced in the base year are described in the following: 

- USPS-J-19, section I.A (pages 3-5) 

- Exhibit USPS-19A, part 4.d (page 5) and 

- USPS-LR-H-161, sections I and II (pages 1-2). 



9804 

Designated Interrogatory Responses 
of 

David E. Treworgy (T22) 



9805 

U.S. POSTAL SERVICE WITNESS DAVID E. TREWORGY 
RESPONSE TO PRESIDING OFFICERS RULING NO. R97-l/40 

Page 1 of 1 

OCAIUSPS-T22-12. Please refer to your Worksheet C-l and C-2, concerning the scanning 
infrastructure capital and program costs and the distribution key for volume variable costs. 
Please update your Worksheet C-l and C-2 to reflect the $218 million contract awarded to 
Lockheed Martin. 

RESPONSE: 

Pursuant to Presiding Officer’s Ruling No. R97-l/40, updated Worksheets C-l and C-2 are 
attached. 
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U.S. POSTAL SERVICE WITNESS DAVID E. TREWORGY 
RESPONSE TO PRESIDING OFFICER’S RULING NO. R97-1/40 

Page 1 of 1 

OCAIUSPS-T22-20. At page 18 of your direct testimony, you state: “I have developed certain 
capital and program costs for the scanner infrastructure program . . . ” You al&refer to 
Worksheet C-l, Scanning Infrastructure Capital and Program Casts. 

b. Please provide all documents relating to your development of “certain capital and 
program costs far the scanner infrastructure program” that you consulted or generated, 
and that have not previously been submitted to this docket. 

e. When H-247 was first distributed within the Postal Service. were there any attachments 
to it? If so, please provide them to the extent they have not been submitted to this 
docket. 

9. Please provide all documents relating to return on investment of the proposed delivery 
confirmation. 

RESPONSE: 

b,e,g. Please see LR-H-299, Materials Responsive to Presiding Ofticer’s~Ruling No. R97-l/40 

filed under protective conditions, as specified in Presiding Officer’s Ruling No. R97-l/40. 
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RESPONSE OF UNITED STATES POSTAL SERVICE 
WITNESS DAVID E. TREWORGY TO PRESIDING OFFICER’S 

INFORMATION REQUEST NO. 5, QUESTION 17 

Page 1 of 1 

POIR No. 5, Question 17. USPS-T-22, page 18. states that “worksheet C-l. include costs 
such as scanning equipment depreciation, information systems hardware and software 
development, and training.” Please identify which of the costs in Table [sic] C-l are depreciation 
costs. 

RESPONSE: 

All costs listed under “Capital costs” in worksheet C-l are depreciation costs. 



9811 

US. POSTAL SERVICE RESPONSE TO 
ORAL CROSS-EXAMINATION OF OFFICE OF THE CONSUMER ADVOCATE TO 

WITNESS TREWORGY (T-22) 

Page 1 of 3 

QUESTION: 

Tr. 311295. Regarding the depreciation method used in USPS-T-22 Worksheet C-l: 

a. 

b. 

C. 

d. 

Over how many years is the equipment depreciated? 

Were any alternative depreciation methods considered? 

Why was the chosen method of depreciation appropriate to the equipment used? 

Please provide a general description of the depreciation method. 

RESPONSE: 

a. All equipment costs are depreciated over three years. 

b. The one alternate method considered was depreciating the equipment over five years 

instead of three. 

C. Since the actual life of the scanners is unknown, a three year straight..line depreciation 

schedule is employed, generating a conservatively high estimate thus maxim.Eing 

confidence that all costs are fully covered. 

d. The general depreciation method which is used is a straight-line method. See LR-H-299, 

page 1, tiled under protective conditions as specified in response to Presiding Officer’s 

Ruling No. R97-l/40, for a more complete description. 



9812 

U.S. POSTAL SERVICE RESPONSE TO 
ORAL CROSS-EXAMINATION OF OFFICE OF THE CONSUMER ADVOCATE TO 

WITNESS TREWORGY (T-22) 

Page 2 of 3 

QUESTION: 

Tr. 311296-98. Regarding the spreadsheet titled “Corporate Call Management Volume Variable 
Costs” from interrogatory response to OCAIUSPS-T22-24: 

a. 

b. 

C. 

To what extent are the numbers in this spreadsheet based on completled negotiations, 
with prices decided, and what percentage would be unresolved at this time? 

What is the source of the figures contained in the spreadsheet? 

Please show how the contractual services cost element in the spreadsheet was derived 

RESPONSE: 

a. The numbers in this spreadsheet are based in pat-t on actually completed negotiations 

where prices have been decided and in part on projections. One of the call centers is 

currently operating, pursuant to a contract, and these costs provide a baseline on which 

the cost of the other call centers are based. While it has not been determined how many 

more call centers will be necessary. additional call centers are the subjject of ongoing 

procurements. The currently operating call center makes up approximately 20 percent of 

call center costs with the remaining 80 percent not negotiated. Since it has not yet been 

determined how many more call centers will be necessary, there is nc way to calculate 

an exact percentage identifying the extent that numbers in this spreaclsheet are based 

on completed negotiations. The learning centers costs are based on completed 

negotiations. 
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US. POSTAL SERVICE RESPONSE TO 
ORAL CROSS-EXAMINATION OF OFFICE OF THE CONSUMER ADVOCATE TO 

WITNESS TREWORGY (T-22) 

Page 3 of 3 

b. The figures contained in the spreadsheet are based on the actual amount spent on the 

currently functional call center and learning centers, in addition to the (estimated amount 

for the remaining call centers Cost projections for future call centers are based on the 

known cost of the currently functional call center. All figures were provided by the Postal 

Service Marketing Department. 

C. The contractual services cost element is made up of fixed start-up cos.ts, fixed 

management and associated administrators costs and variable customer service agent 

costs. The customer service agent costs were derived from estimating the number of 

calls and call duration, and subsequently determining the number of agents needed. 
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Designated Interrogatory Responses 
of 

Paul M. Lion (T24) 



Response of Witness Lion to tntenogatories of the OC4 &estions 96-98, Docket No. R97-1, revised 
November 4, 1997 

OCAIUSPS-T24-96. Please refer to your response to OCAIUSPS-T24-87. 
a. Please confirm that the 1.2 [percent] annual growth rate from April 1996 to 

April 1997 represents a monthly growth rate of 0.0995 percent 
((0.012001+1)“‘*). If you do not confirm, please explain and provide the 
correct figures. 

b. Please confirm that the 1.9 percent growth factor represents th’e estimated 
growth for the 18-month period April 1997 to October 1998. If you do not 
confirm, please explain. 

C. Please confirm that the growth factor, assuming a monthly growth rate of 
0.0995 percent for an 18 month period, is 1.8056 percent (l.000995’8-1). 
If you do not confirm, please explain and provide the correct figures. 

d. Please provide the formula and all calculations used to derive the 1.9 
percent estimated growth factor from the observed growth rate between 
April 1996 and April 1997. Please provide citations to any figures used. 

9815 

RESPONSE: 

a. 

b. 

C. 

d. 

Confirmed that a monthly rate of .0995 percent, compounded over 12 

months is equivalent to 1.2 percent annual growth. 

Not confirmed. The 1.9 percent represents the estimated growiih from 

mid-1997 to mid-1998, to provide a box count that is representative of the 

test year. 

Confirmed that a monthly rate of .0995 percent, compounded over 18 

months is equivalent to 1.8056 percent sesquiannual growth. 

Please see my response to OCMJSPS-T24-22 and the revised response 

to OCAIUSPS-T24-87i. 

Page 1 of 3, OCAIUSPS-T24-96-96 



Response of Witness Lion to interrogatories of the OCA. Questions 96-g@, Docket No. R97-1 
9816 

OCAIUSPS-T2487. Please refer to your response to OCADJSPS-T24-‘57f, wherein 
you state, “The growth factor used in the rollforward model is an earlier (estimate.” 

it 
Please explain what is meant by the phrase “an earlier estimate.” 
Please provide the growth factor for post office boxes used in the rollforward 
model. 

RESPONSE: 

Redirected to witness Patelunas. 

Page 2 of 3, CGVUSPS-T24-96-98 



Response of Witness Lion to Interrogatories of the OCA, Questions 96-98, Docket No. R97-1, revised 
November 4, 1997 9817 

OCAIUSPS-T24-98. Please refer to your response to OCA/USPS-T24-87. 
Suppose that Tables 3-8 of your testimony were produced from the PO Box 
Survey data and the September 97 DSF data contained in LR-H-278,, instead of 
June 97 DSF in LR-H-188, and that the expansion factors of Table 3 are 
constructed to adjust data to the September 97 DSF. Please confirm that the 1.9 
percent estimated growth factor would still apply for Table 8, developed from LR- 
H-278. If you do not confirm, please explain. If the 1.9 percent estimated growth 
factor would no longer apply, please provide the appropriate factor and formulas 
for computing it. 

RESPONSE: 

Not confirmed. The 1.9 percent provides a representative box count for the test 

year by estimating the growth from April 1997 to the middle of the test year. One 

would need to reduce the growth rate to reflect the fact that the growth between 

April and September 1997 has already been accounted for. 

Page 3 of 3. CICAIUSPS-T24-96-98 



Response of Wdness Lion to Interrogatories of the OCA, Docket No, R97-1 
9818 

OCAIUSPS-T24-99. Please refer to your response to OCALJSPS-T24.-96b. 
a. Please give the duration of, and provide the beginning and ending dates 

for, the period over which you assumed the 1.9 percent growth factor 
would apply. 

b. Please provide the monthly growth rate associated with the 1.9 percent 
growth factor. 

RESPONSE: 

a. 

b. 

The 1.9 percent growth factor was applied to the April, 1997 box counts 

(from the Delivery Statistics File) to estimate box counts as of April, 1998, 

a representative mid-point of the test year. 

Assuming that 1.9 percent is an annual growth factor and that growth is 

steady over the year, the monthly growth rate is ,157 percent. 

Page 1 of 3,O~VuLJSPST24-99101 



Response of WdneSS Lion t0 IIIfeITOQatOries of the OCA, Docket No. R97-1 9819 

OCAIUSPS-T2C100. Please refer to your response to OCAIUSPS-T24-93d, 
which references your response to OCAIUSPS-T24-22. 
a. Please provide all studies, reports, analyses or other documents showing 

how ‘It was decided to use a more conservative factor of 1.9 percent,” if 
such documents are not already on file with the Commission. Otherwise, 
please provide page and line citations to documents already on file. 

b. If the decision to use a factor of 1.9 percent was based on discussions 
with individuals employed by, or under contract with, the Postal Service, 
please identify those individuals (including position held) and summarize 
those discussions. 

RESPONSE: 

a. 

b. 

The estimate was based on professional judgment and not on alny specific 

studies. It is a reasonable estimate, given the growth rate of 1.2 percent 

between April 1996 and April 1997 as calculated from the DSF, and the 

historical growth rate of 3.9 percent (see my response to OCALISPS-T2C 

22). 

The estimate of 1.9 percent was discussed with pricing specialists in the 

Marketing Department of the Postal Service and with colleagues at Foster 

Associates. They concurred that it was reasonable. 

Page 2 of 3,OCANSPST2699-101 



Response of Wtiess Lion lo Interrogatories of the OCA. Docket No. R97-1 
9820 

OCAIUSPS-T24-101. Please refer to your response to OCAIUSPS-T.24-96b 
(‘the ‘implementation date’ [ ] has not been determined”), and your response to 
OCAIUSPS-T24-98, where it states, ‘If the implementation date were ,to remain 
the same, one would need to reduce the growth rate to reflect the fact that the 
growth between April and September 1997 has already been accounbed for.” 
a. Please specify the implementation date alluded to in the quoted response 

to OCARISPS-T24-98 (or state your assumption with regard to the 
implementation date). 

b. Please explain how an implementation date that has not been decided 
can “remain the same.’ 

C. Please explain the logic of reducing the 1.9 percent growth rate to reflect 
growth between April and September 1997 if there is no specific 
assumption as to the implementation date. 

d. Please confirm that, in the absence of a specific assumption as to the 
implementation date, the 1.9 percent growth factor represents an arbitrary 
figure. If you do not confirm, please explain. 

e. Please confirm that, in the absence of a specific assumption a8 to the 
implementation date, the 1.9 percent growth factor is applicable to a time 
period of any duration. If you do not confirm, please explain. 

RESPONSE: 

a-e. See the revised responses to OCAAJSPS-T24-96b and OCAIUSPS-T24- 

98. 

Page 3 of 3,OCA/USPST24-99-101 



Response of Wltnass Lion to OCA Question Posed on Oral Cross Examination 
9821 

QUESTION: 

Refer to Attachment 1 to OCAIUSPS-T2442. Please confirm that thie 30 data 
points in Group A represent 30 different ZIP Codes. See Tr. 3/ 1192-I 193. 

RESPONSE: 

Not confirmed. The 30 data points represent 30 facilities, but only 213 distjnct 

ZIP Codes. They are broken down as follows: 

ZIP Codes 

1 

5 

17 

23 

Occurrences 

3 

2 

1 

Facilities 

3 

10 

17 

30 

Page 1 of l, OCA-T24-Cross Examination 
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Designated Interrogatory Responses 
of 

Leslie M. Schenk (T27) 

_. 



RESPONSE OF THE UNITED STATES POSTAL SERVICE WITNESS SCHENK 
TO THE INTERROGATORIES OF THE OCA 

OCA/USPS-T27-1. Please refer to your direct testimony on page 3 where you state 
that non-advance deposit BRM recipients do not pay the postage due and per-piece 
fees through an advance deposit account, but may have postage “deducted from a 
Postage Due account.” Please also not the postage due account explanation at 
DMM 5922.3.7. 

a. Please explain all other differences between advance deposit accounts and 
postage due accounts. 

b. Include in your discussion any differences in administration of the accounts (as 
administration is explained at page 7 of your direct testimony). 

c. For all differences discussed in response to (a) and (b) herein, explain whether 
Postal Service costs differ (e.g., different administration costs). 

RESPONSE: 

a. Advance deposit accounts are also known as trust accounts. They are accounts 

that are maintained by the Postal Service for mailers who regularly receive 

volumes of mail for which postage is due upon receipt. Postage due accounts 

are a subset of all trust accounts. Postage due accounts can be used for 

Business Reply Mail for which no accounting fee is paid, as well as for short paid 

mail (e.g., a utility receives bill payments from a customer which does not have 

sufficient postage, but the utility agrees to accept the piece and pay the postage 

due on it). Postage due accounts are established by mail recipients who receive 

pieces on a non-periodic basis for which postage is due. These accounts receive 

very low volumes of mail, and on an infrequent basis. Therefore, these accounts 

are unlikely to be debited on a daily basis. 

b. see my response to part a. 

c. Postal Service costs will differ between advance deposit accounts and postage 

due accounts, as the workhours per account will differ (because of the 

differences in the incidence of account administration). 

9823 



RESPONSE OF THE UNITED STATES POSTAL SERVICE WITNESS SCHENK 
TO THE INTERROGATORIES OF THE OCA 

OCAIUSPS-T27-2. Table 9 in LR H-179 lists “Reject Rate of ERM” on two type of 
automation sortation operations. Does this comprise the entire reject rate for BRM 
mail? Please explain. If it does not, please set forth the entire reject rate for BRM 
mail. 

RESPONSE: 

Confirmed. To my knowledge, the only two types of automation sortation operation 

in which BRM are sorted to account or mailer are BRMAS operations and other (non- 

BRMAS) sortation operations on barcode sorters. Therefore, the reject rates 

reported in Table 9 in LR H-179 comprise the entire reject rate for BRM. 

9824 



RESPONSE OF THE UNITED STATES POSTAL SERVICE WITNESS SCHENK 
TO THE INTERROGATORIES OF THE OCA 

OCAIUSPS-T27-3. Please refer to Appendix A: BRMAS Cost Survey - Data 
Collection and Processing. You state that a survey of the five sites was conducted 
in April-May, 1997. When were the tabulation of results and analysis thereof 
completed? 

RESPONSE: 

Results were tabulated and analysis done for individual test sites on an ongoing 

basis as results were received from the sites (they were instructed to fax or mail 

results in daily). On May 21, 1997 the final survey forms from the last site to 

complete the survey were sent to us. In the week after those results were received, 

the final results ware tabulated and analysis of the survey results were completed 

9825 



RESPONSE OF THE UNITED STATES POSTAL SERVICE WITNESS SCHENK 
TO THE INTERROGATORIES OF THE OCA 

OCA/USPS-T27-4. When did you discover that the Postal Service no longer 
expected to have a new version of the BRMAS program in place during the test 
year? 

RESPONSE: 

I do not recall the exact date on which I was informed by the Postal Service that 

they no longer expected to have a new version of the BRMAS program in place 

during the test year, but it was either May 22, 23 or 24, 1997. 

9826 



RESPONSE OF THE UNITED STATES POSTAL SERVICE WITNESS SCHENK 
TO THE INTERROGATORIES OF THE OCA 

OCA/USPS-T27-5. Is the Postal Service currently surveying and analyzing BRMAS- 
qualified BRM productivity at a cross-section of postal facilities (or a selection of 
such facilities have “average” efficiency)? 

a. If not, why not? 
b. How long would such a survey and analysis thereof be expected to take? 
c. Confirm that using average productivity at relatively efficient sites overstates 

BRMAS productivity. If not confirmed, please explain. 
d. If (c.) is confirmed, please provide an estimate of the magnitude of the 

overstated productivity, showing derivations for the estimate. 

RESPONSE: 

No, to my knowledge the Postal Service is not currently conducting a survey or 

analysis of BRMAS-qualified BRM productivity at a cross-section of postal facilities. 

a. By the time that it was realized that the new BRMAS program would not be 

available in the test year, there was not enough time to design and conduct a 

survey at a cross-section of postal facilities so that the data could be available 

for presentation in my testimony. 

b. The time it takes to conduct a survey and analyze the results depends on the 

design of the survey, and what questions it is supposed to address. Without 

more information, I cannot say how long such a survey would take. 

c. Confirmed. 

d. It is not possible to estimate the magnitude of the difference in productivities 

between the most efficient sites and the .“average” efficient site, without data 

on what the average productivity is. The “average” productivity for BRMAS 

operation at a cross-section of facilities is not available, so this comparison 

9827 

cannot be done. 



RESPONSE OF THE UNITED STATES POSTAL SERVICE WITNESS SCHENK 
TO THE INTERROGATORIES OF THE OCA 

OCA/USPS-T27-6. Please refer to page 8 of your direct testimony where you state: 
“The cost of BRMAS-qualified BRM was developed in part using the results of 
another survey done at selected postal facilities.” At page 10 you state: “The 
BRMAS Cost Survey is discussed in more detail in Appendix A.” Does the ‘BRMAS 
Cost Survey” exist as a separate document? If so, please supply it. 

RESPONSE: 

The BRMAS Cost Survey does not exist as a separate document. All background 

information on the survey design and how the survey was conducted are provided in 

my testimony, in either the main text, Appendix A, or in the accompanying 

spreadsheets 

9828 



9829 

Designated Interrogatory Responses 
of 

Charles L. Crum (T28) 



9830 

FUAAAJSPS-T-28-5 Please confirm that the questions and answers attached as 
Exhibit A were interrogatories put to and answered by you 
in MC97-2. 

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

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



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

RECORDING INDUSTRY ASSOCIATION OF AMERICA, INC. 

RIAAIUSPS-T7-1. Please provide (separately stated for carrier route and 
“other.“) the FYI995 IOCS LIOCATT third-class bulk rate regular mail costs, 
average weight and mail volume for IPPs and parcels by weight in one-ounce 
increments from one to sixteen ounces with the three ounce interval separately, 
providing the information for pieces weighing 3.3 ounces or less and pieces 
weighing more than 3.3 ounces in substantially the same format employed in 
Tables 1 and 2 of the answers to UPS/USPS-7 in MC95-1 (copies of those 
tables are provided for your ease of reference). 

RESPONSE 

IOCS LIOCATT costs are not available by tenth-of-ounce increment, so the 

requested breakdown at 3.3 ounces is not available. The cost data by full ounce 

increment are attached. The corresponding volume information to determine 

average costs can be found in LR-PCR-25. The requested average weight 

information is also attached. It is important to note that the cost data you are 

requesting here come from the In-Office Cost System (IOCS) only and are, 

therefore, not directly comparable to the numbers I use in my analysis 

. . . 



, 

Weight 
Increment 

0 Carrier Route Other 

1 
2 
3 
4 
5 
6 
7 
6 
9 

10 
11 
12 
13 
14 
15 
16 

$ 5,916,267 
801.828 
912,470 

1,597,738 
522.216 
262,814 

51,659 
352,316 
169,676 
202,929 
240,309 
146,069 

457,452 
159,118 
395,410 

s 0,759.141 
6,859,528 
7.076.515 

17,611,589 
0,729,425 
9,616,726 
6J44.287 

11,104.637 
7.3250453 
6,98&l 16 
4,530,676 
8,729.796 
5,547,235 
9.764.014 
7,125.985 
4.759.426 

Total 12,268.273 131,672,549 

FY 1995 IOCS LIOCATT COSTS 
STANDARD MAIL (A) IPPS i% PARCELS 



FY1995Standard Mail(A) 
Average Weight by Ounce Increment 

Fiats IPPs and Parcels 

Weight 
Increment 

@.a 
Carrier- 
m 

Carrier- 
- 

1 0.66 0.71 0.63 0.77 
2 1.56 1.52 1.74 1.57 
3 2.44 2.54 2.42 2.51 

3.3 3.17 3.15 3.26 3.13 
4 3.68 3.67 3.47 3.65 
5 4.48 4.46 4.35 4.51 
6 5.41 5.44 5.45 5.58 
7 6.45 6.47 6.40 6.57 
8 7.43 7.49 7.54 7.54 
9 8.52 8.49 8.62 a.47 
10 9.43 9.45 9.31 9.52 
11 10.48 10.49 10.48 10.57 
12 11.44 11.47 11.54 11.53 
13 12.31 12.50 12.53 12.52 
14 13.37 13.48 13.44 13.46 
15 14.32 14.42 14.56 14.38 
16 15.43 15.41 15.24 15.51 
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U. S. POSTAL SERVICE WITNESS CHARLES L. CRlJM 
RESPONSE TO INTERROGATORIES OF THE 

RECORDING INDUSTRY ASSOCIATION OF AMERICA, INC. 

RIAAIUSPS-T7-2. Please provide the information requested in RlAA4JSPS-T7- 
1 for flats. 

RESPONSE 

Please see my response to RIAA/USPS-v-1 and the attached information, 



FY 1995 IOCS LIOCAlT COSTS 
STANDARD hIAlL (A) FLATS 

Weight 
Increment 

0 Carrier Route Other 

1 $ 52,410,700 $ 114.400.377 
2 62,785,219 176,961.574 
3 47.232,659 ~27.544.701 
4 53,764,139 140,057,592 
5 l&671,314 46,241,937 
6 9,485.028 30,259.989 
7 5,755,908 19,708,740 
8 4515,059 X,855,136 
9 3,001.494 lOJ44.434 
IO 1546,606 8.031,826 
11 I ,138,837 5,685,770 
12 1 ,I99542 4,675.456 
13 915,383 2,773,355 
14 693,060 4.573,755 
15 431,245 2,728.907 
16 1,219,293 2,891.374 

264,786,366 722.943,011 



9836 

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

RECORDING INDUSTRY ASSOCIATION OF AMERIC,A, INC. 

RIAAIUSPS-T7-3. Please provide the information contained in Sections 2 (Cost 
Avoidance $/lb”) and 5 (“Delivery Cost Avoidance $/PC”) in Table 7 of Library 
Reference PCR-38 by the weight of pieces in one ounce weight increments from 
one to sixteen ounces separately stating the requested information for flats and 
parcels. 

RESPONSE 

The “Cost Avoidance $/lb” listed in Table 7 applies to all ounce increments. The 

data are not available to break out the “Delivery Cost Avoidance:s $/PC” by ounce 

increment. 



9837 

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

RECORDING INDUSTRY ASSOCIATION OF AMERICA, INC. 

RIAAIUSPST7-4. Please provide the average weight in ounce increments, from 
one to 16 ounces with the three ounce category divided between pieces that 
weigh 3.3 ounces or less and those that weigh more than 3.3 ounces of pieces 
in each of the cells in the Table C-2 “5” (“Appearance/Contents Array”), of Library 
Reference PCR-38 showing the number, average weight and average cube of 
the pieces in each weight interval. 

RESPONSE 

The requested information is attached. Please note that this information is not 

necessarily consistent with the volumes in LR-PCR-25. Refer to my response to 

DMAIUSPS-T7-24(a). 



. . 

Weight 
Ihcr. (0.4 co Box 

I - 
2 1,538 
3 14.042,257 

3.3 62,995 
4 315,131 
5 780,476 

; 2.000.156 371,423 
6 567,629 
9 652,335 

10 569,799 
11 155,091 
12 90.947 
13 626.021 
14 316.420 
15 990 
16 149,735 

VldeoBox CheckBox ouler BOX ouler 

'15,571 I 
265,620 

_ 

25,360 
50.263 

107,433 
241,245 
997,565 
219.326 
302.163 
120,034 
150,107 
457,073 
305.667 

219,911 
3,674 

10,673 
17,543 
62,296 

100.756 
25,394 
22.310 
4,036 

37.229 
395.713 

1,937.659 
3.143,166 
2.165.057 
1.765.067 

360,265 

PleCSS 
Film 

Envelope RalVTubs 

3,754 1,270.640 61.095 
59,621 1.235.431 273,346 

901,672 947,627 314,317 
13,796 1.014.092 147,061 

960,542 1,555,421 796,363 
135,964 725.602 346,276 
343,649 666.156, 315.620 
466,369 473,097 210,423 

1,656.414 503,167 161.412 
701,564 471,229 211,623 
441,696 640.211 101.238 
521.246 1.111,532 66.533 
379,400 1,066,673 62,662 
560.141 2.016.266 41.411 
602,096 1.930,662 34.756 
602,599 1.015.074 42,514 
596,365 496.742 24,746 

- 
46,446 

- 
- 
497 

3.646 
2,270 
6,150 
5,196 
1.469 

- 
14,164 

200 
3,633 

Clothing 
Baa 

5,279 
4,766 

36,579 
29,676 
63,552 

107,166 
66.002 

135,923 
163.456 
141,274 
173,360 
151,117 
154.634 
90,901 
35.616 

20.925,143 3,277,929 10,290.773 6.991.132 17.364.062 3,295.636 66,093 1,361.531 662.354 2,601,266 66.695.941 

Prescript 

DNQ Sample 

6,643 16,060 # 
71,709 604.062 # 

199,067 524,230 # 
14,292 414 # 
37,275 1,242,055 # 

166.167 232 # 
22.733 3,669 R 
66,956 490 # 
23,709 394 # 
19,119 327 # 
3,552 3.740 # 
2.725 1,725 # 
8,260 1.903 # 
2.611 706 # 
4,991 625 # 
5,156 546 # 
2,149 64 # 

Total 

1.360.212 
2.661,409 

17,270.391 
1.266.113 
4,964.929 
2.271,426 
3,561.673 
1,777.469 
3,170,940 
2.445.553 
3.163.704 
2.636.656 
4.044.267 
6.665,695 
5.373.732 
3.960.122 
1,999.426 



Weight 
hr. (02) 

1 . 

2 
3 

3.3 
4 
5 
6 
7 
a 
9 

10 
11 
12 
13 
14 
15 
16 

CD Box VideoBox 

1.8 
2.5 
3.0 
3.4 
4.8 
5.4 
6.7 
7.2 
6.5 
9.3 

10.4 
11.7 
12.5 
13.6 
14.3 
15.7 

1.3 
2.9 

5.2 
6.6 
7.5 
6.6 
9.6 

10.6 
11.5 
12.3 
13.5 
14.5 
15.3 

CheckBox OlhsrBox 

0.7 0.4 1.0 
1.3 1.3 1.7 1.8 
2.5 2.9 2.5 2.7 2.9 
3.1 3.1 3.2 3.2 
3.7 3.8 3.0 3.6 
4.5 4.5 4.5 4.7 4.2 
5.8 5.4 5.5 5.8 
6.7 6.5 6.5 6.7 6.4 
7.4 7.7 7.6 7.7 7.6 
8.2 8.6 8.4 8.6 8.8 
9.5 9.4 9.6 9.7 9.9 

10.5 10.5 10.5 10.7 10.3 
11.7 11.6 11.6 11.8 
12.5 12.5 12.6 12.6 
13.5 13.6 13.6 13.7 13.8 
14.5 14.5 14.4 14.8 14.2 
15.2 15.3 15.5 15.5 15.5 

Other 

Average Welght(Oz) 
Film 

Envelope Roll/Tubs 
Clothing Prescript 

Bag ofw 

2.9 
3.0 
3.7 
4.4 
5.6 
6.5 
7.4 
8.5 
9.5 

10.5 
11.6 
12.4 
13.5 
14.4 
15.4 

Sample Total 

1.0 1.0 0.5 
1.9 1.8 1.7 
2.6 2.3 2.5 
3.1 3.2 3.2 
3.7 3.8 3.7 
4.7 4.5 4.7 
5.6 5.5 5.5 
6.7 6.7 6.6 
7.5 8.0 7.6 
8.6 8.6 8.5 
9.9 9.8 9.6 

10.6 10.8 10.5 
11.8 11.6 11.6 
12.5 12.6 12.5 
13.5 13.8 13.5 
14.7 14.7 14.5 
15.0 15.5 15.4 



Welght 
Incr. (02) CDBox 

I 
2 '20 
3 31 

3.3 108 
4 30 
5 49 
6 44 
7 89 
8 76 
9 66 

10 67 
11 87 
I2 30 
13 75 
14 79 
15 85 
16 111 

VideoBox CheckBox Dther Box 

337 
32 

36 
113 
119 
123 
125 
341 
200 
374 
474 
279 
229 

57 
53 
54 
38 
45 
31 
37 

118 
76 

121 
56 
53 
54 
53 
54 
54 

44 
151 
73 

145 
74 
77 
98 
98 
87 

167 
203 
212 
271 
255 
312 
287 
281 

34 
.53 

190 
137 
79 

128 
212 
228 
296 
35.3 
430 
299 
386 
265 
261 
346 
444 

AverageCube ( IHz;ti,ng 
Film 

Envelope Rol!frube Bag 

77 
65 
79 

100 
96 
6.9 
75 
77 
a7 
64 

107 
91 
88 

114 
115 
101 
110 

24 76 
215 
261 

63 262 
876 

72 412 
38 1300 
75 574 
65 930 
74 762 

660 
677 

80 723 
175 699 
261 529 

Prssclipt 
DW Sample Total 

I67 12 37 
130 17 50 
132 446 57 
174 576 131 
142 78 79 
137 67 a9 
166 40 99 
I43 I76 149 
170 172 153 
217 264 188 
423 113 248 
311 183 254 
225 175 199 
423 247 155 
231 299 190 
335 383 205 
277 330 260 

4 
Pfw 3 



9841 

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

RECORDING INDUSTRY ASSOCIATION OF AMERICA, INC. 

RIAAIUSPS-T7-5. Please separately indicate for the carrier route and “other” 
categories the number of pieces characterized in Table C-2 Section 5 
(“Appearance/Contents”) of Library Reference PCR-38 as “All Other that were 
specified on the survey sheets (C-21 question 5, C-23, 24 right-most column) as 
“hazardous medial (sic) materials” (as that term is defined in USPS-T-l 1 .and 
USPS-LR-PCR-26). 

RESPONSE 

The raw data responses related to “All Other” were scanned into an electronic 

format and provided in the CD/ROM version of LR-PCR-38. See my response to 

RIAAIUSPS-T7-6 below. I briefly searched through the approximat~ely 5000 

entries where “All Other” data is listed and saw no pieces that I believe could be 

characterized as “hazardous medical materials”. Additionally, I can not imagine 

a scenario where any items characterized as such would be mailed Bulk 

Standard Mail (A), 

-. 



9842 

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

RECORDING INDUSTRY ASSOCIATION OF AMERICA, INC. 

RIAAIUSPS-T7-6. Does the content of specifications made in conjunction with 
the “All Other” characterization referred to in Interrogatory RIAAIlJSPS-T7-5 
above exist in electronically stored form? If your answer is in the affirmative, 
please provide that information. 

RESPONSE 

Yes. That information has already been provided in the CD/ROM version of LR- 

PCR-38. Look under ap-00004/data/parcel.txt, column I. 



9843 

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

RECORDING INDUSTRY ASSOCIATION OF AMERICA, INC. 

RIAAIUSPS-T7-7. You characterize data presented at Appendix D of Library 
Reference PCR-38 as “relatively consistent from year to year. . . .” USPS-T-7 at 
9. The per piece attributable cost associated with parcels increased by 45% 
between FY1993 and FY1994 ((34.4 + 23.7) - 1) and decreased by 14.5% 
between FYI994 and FYI995 ((29.4 + 34.4) - 1). By what standard did’you 
judge volatility at these levels to represent relative consistency? 

RESPONSE 

Please see my response to DMAIUSPS-T7-S(h). 



9844 

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

RECORDING INDUSTRY ASSOCIATION OF AMERICA, INC. 

RIAAIUSPS-T7-8. Table D-3 of Library Reference PCR-38 appears to show an 
inverse relationship between the annual volume of parcels and annual average 
attributable cost per piece (higher volume is associated with lower average cost 
per piece). 

a. Do you know of any other evidence tending to support or detract 
from the likelihood of the validity of this relationship? If so, please 
provide copies of all documents relating to such evidence. 

b. Did you examine this possible relationship in your analysis of the 
three years of data presented in Table D-3? If so, please describe 
your conclusion or conclusions to the extent that it or they is/are 
not fully and accurately conveyed in your response to RIAAJUSPS- 
T7-8. 

RESPONSE 

a. No. 

b. No. 



9845 

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

RECORDING INDUSTRY ASSOCIATION OF AMERICA, INC. 

RIAAIUSPS-T7-9. Please provide copies of all instructions distributed in 
conjunction with the study described in Appendix C to Library Reference PCR- 
38, and all drafts of such instructions including instructions or drafts of 
instructions associated with any testing of the instruments displayed at pages C- 

,21-24 of that Appendix. 

RESPONSE 

I have produced Library Reference PCR-53 in response to your question. 



9846 

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

RECORDING INDUSTRY ASSOCIATION OF AMERICA, INC. 

RIAAIUSPS-T7-10. Please provide: 

(4 a detailed functional mail flow for IPPs and parcels, or sub- 
categories of such mail flows to the extent that different types of 
IPPs and parcels are handled differently in any processing, 
transportation, or delivery function; and 

(b) any instructions issued to BMC’s or other postal facilities (including 
delivery offices) regarding the processing, transportation or 
delivery of IPPs and parcels. 

RESPONSE 

a. I did not produce nor do I know of any detailed functional mail flow for 

Standard Mail (A) IPPs and Parcels. 

b. City carrier instructions are listed in Handbook M-41 (Docket No. MC96-3, 

LR-SSR-138, particularly pages 25, 58-61, 83-88). Rural carrier instructions are 

listed in Handbook PO-603 (Docket No. MC96-3, LR-SSR-139, particularly 

pages 35-36, 42, 65). I am providing Handbook PO-419, Bulk Mail Processing 

at Bulk Mail Centers - Operator Instruction 2s Library Reference PCR-54. This 

is the basic document describing Bulk Mail Center processing and is the most 

recent version available. 



984-l 
U. S. POSTAL SERVICE WITNESS CHARLES L. CRUM 

RESPONSE TO INTERROGATORIES OF THE 
RECORDING INDUSTRY ASSOCIATION OF AMERICA, INC 

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

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

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

RESPONSE 

Confirmed, 

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

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

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

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

is 1996. 



Weight 
Increment 

0 Carrier Route Other 

1 
2 
3 
4 
5 
6 
7 
8 
9 

IO 
11 
12 
13 
14 
15 
16 

$ 5.671,047 
661,826 
912,470 

19533,667 
522,216 
262.614 

51,659 
81,033 

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

306,910 
97,731 

395,410 

$ 6,803,461 
6.859.528 
7.076.515 

17.675,460 
8.729,425 
9,616,726 
6.3443267 

11,375.922 
7.325.453 
6,986.116 
4.655,692 
6,729,796 
5,547,235 
9.914.548 
7,107.372 
4,759.426 

Total 11,551,860 132,388,962 

PI 1995 IOCS LIOCATT COSTS 
STANDARD MAIL (A) IPPS 8 PARCELS 



RESPONSE OF WITNESS CRUM 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 4 

8. Alaskan Bypass Mail 

c. Avoided Costs 

Please confirm that the FY 1996 Parcel Post volume entered upstream of 
BMC/ASF (112,738,474) on USPS-T-28, Exhibit C, includes the Alaskan 
Bypass volume. 

If confirmed, please explain why the Bypass volume should be included in 
calculating the outgoing mail processing costs avoided by DBMC parcel 
post at non-BMC facilities. Also, provide the processing costs incurred by 
the Bypass mail. 

RESPONSE: 

Confirmed. 

Bypass volume was included to be consistent with past studies that were 

used by the Commission and to be conservative. If one were to exclude 

Bypass volumes, my estimate of DBMC mail processing savings would 

increase by S.007. Witness Alexandrovich’s response to POIR #I4, S(a)(2) 

suggests that there are no mail processing costs associated with Bypass 

mail. This implies that the volumes should be excluded as well. 

9849 



RESPONSE OF WITNESS CRUM TO QUESTIONS POSED AT HEARING 
(December 4.1997) 

At Tr. 17/8068, AMMA counsel requested that the Postal Service supply the formula 
used for calculating cubic volume for the 18 percent of the pieces where only length 
and girth was recorded in the segment of the parcel characteristics study estimating the 
density of parcels for use in the analysis described in Table 3 of USPS-T-28. At Tr. 
1718054-57 and 8067, AMMA counsel asked whether the mathematical maximum for a 
piece with a given length and girth occurs when that piece is cylindrical or “round.” 

9850 

RESPONSE: 

The formula is as follows: 

Cubic Volume = 0.148 * Length * Girth’ I 16 

For the example discussed in the transcript, the maximum theoretical volume of a piece 

with a length of 10 inches and a girth of 20 inches occurs when that piece is “round” or 

cylindrical, resulting in a volume of 318 cubic inches. 

Applying the above formula, my analysis would assign a volume of 37 cubic inches to 

that piece. To determine the implications of the difference between the maximum 

theoretical volume and the volume derived from the formula, consider the following. For 

the 82 percent of parcels for which length and width and height were recorded, if the 

formula instead of the actual measurements had been applied, the estimated cubic 

volume of the pieces would have been underestimated 99.9 percent of the time. 

Carrying this relationship through to the other 18 percent for which volume was 

estimated by the above formula suggests that the true average cubic volume of parcels 

is higher than the estimated average cubic volume used in my analysis. If it had been 

possible to use the true average cubic volume for the 18 percent, one would expect this 



RESPONSE OF WITNESS CRUM TO QUESTIONS POSED AT HEARING 
(December 4, 1997) 

to have resulted in a lower average density for parcels and a larger cost difference 

between flats and parcels in Standard Mail (A). 

Based on the above, I fully stand by my belief that use of the simplifying form,ula to 

approximate cubic volume for the 18 percent of parcels for which only length and girth 

was recorded produces quite conservative results. 
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9852 

Designated Interrogatory Responses 
of 

Sharon Daniel (T29) 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO 
INTERROGATORY OF ADVERTISING MAIL MARKETING ASSOCIATION 

Revised 1212197 

AMMAIUSPS-USPS-l The response to AMMAIUSPS-LR-H-103-3a, states, ‘There are 
no results from LR-H-105 used directly or indirectly in USPS-T-29 Appendix I pages 5, 
7, or 9.” However, LR-H-105 is referenced by Witness Daniel as the source of the mail 
entry profile (USPS-T-29: page 3 line 23; Appendix I pages 36 and 37). If LR-H-105 is 
not the source of the “Mix of Handlings” (column [1] of pages 5, 7 and 9 of USPS-T-29 
Appendix I) please provide the source of the “Mix of Handlings” including page, line, 
and column locations and any required derivations. 

RESPONSE: 

Pages 5, 7 and 9 of Appendix I are cost summaries of Standard (A) Automation 5-Digit, 

Automation 5Digit 100% DBCS, and Automation ECR letter mail flows. Because of the 

high degree of worksharing involved, the mail flows for these mail streams are simple. 

As a consequence, mail characteristics data are not needed to determine the mailflows 

for these types of mail. Below, I demonstrate why the initial mix of handlings of each of 

the three categories on pages 5, 7, and 9 is self-evident, 

. Aufomafion 5Digif. Because Automation 5-Digit letters are by definition barcoded 

and presorted to the 5-Digit level in full trays, they will be processed in an incoming 

secondary operation either on barcode sorters or manually. As stated on page 4 of 

USPS-T-29, ‘[t]he number of pieces entered on automation equipment, i.e., the BCS 

and OCR, is then usually adjusted by subclass-specific coverage factors’ (USPS 

LR-H-128) to reflect the fact that not all sites have automation equipment.” 

l Automafion 5Digif 700% DBCS. Automation 5-Digit 100% DBCS by definition will 

be processed in an incoming secondary operation on DBCSs and no coverage 

factors are needed to determine where the mail is entered. 

l Aufomafion ECR. Automation ECR letters begin processing on CSl3CSs or 

manually based on coverage factors. 

The sources of the mix of handlings in the first column appearing on pages 5, 7, and 9 

of Appendix I consists of the figures presented in the boxes of the corresponding 

operation in the mail flow diagrams on pages 6, 8, and IO of Appendix I. 

9853 

’ Coverage fadon used are found in Appendix I, pages 38 and 39 



RESPONSE OF U.S. POSTAL SERWCE WITNESS DANIEL TO 
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

REDIRECTED FROM WITNESS DEGEN 

OCAIUSPS-T12-43. Please refer to USPS-T-i, Exhibit USPS-l 6, page 4, 
Docket No. MC93-1. In the column captioned “Volume Share,” the following 
proportions were presented for Special Rate Fourth Class: 
Intra-BMC .2639 
Inter-BMC .6396 
Inter-BMC, 1 transfer .0927 
Inter-BMC, 2 transfers .0038 

W-4 [l.OO] 

a. Is it reasonable to assume that these proportions are substantially the 
same for BY 1996? 
b. If not, why not? lf this assumption is not reasonable, then please update 
the proportions presented above for BY 1996. 
C. Please present a similar set of proportions (summing to I .OO), by inter- 
BMC and intra-BMC groupings, for library rate mail for BY 1996. 

RESPONSE: 

a. In Docket No. MC93-I, Parcel Post Inter-BMC and Intra-BMC proportions 

were used as proxies for Special Rate Fourth Class Mail. Since no other special 

study has been conducted, parcel post proportions are again used as proxies for 

Special Standard Mail for BY96; however, these proportions are no! substantially 

the same as the ones used in MC93-1. 

b. Transfers, or transhipments, have been eliminated. Please see page 12 

of my testimony. The relative proportions of Inter-BMC and Intra-BMC Parcel 

Post are used as a proxy for the proportion of Inter-BMC (60 percent) and lntra- 

BMC (20 percent) in the Special Standard Mail Models, as stated in Table 5 of 

Exhibit USPS-29F. 

C. As is the case for Special Standard Mail, a special study of the 

proportions by inter-BMC and intra-BMC groupings for Library subclass mail for 

BY 1996 has not been conducted for this proceeding 
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Designated Interrogatory Responses 
of 

Donald J. O’Hara (T30) 



RESPONSE OF POSTAL SERVlCE WITNESS O’HARA TO JOINT INTERROGATORIES OF 9856 
AMERICAN BANKERS ASSOCIATION, EDISON ELECTRIC INSTITUTE, P,ND NATIONAL 

ASSOCIATION OF PRESORT MAILERS 

ABA&EEI&APM/USPS-T-30-2. For the base year and test year (before and 
after rates), please provide the following costs for First Class and ‘Standard (A) 
mail by subclass and by rate category: (a) volume variable; (b) incremental; and 
accrued (or institutional). 

RESPONSE: 

For the subclasses requested, base-year volume-variable costs can be found in 

Exhibit USPMB; test-year volume-variable costs can be found in my Exhibits 

USPS30A (before rates) and USPS3OB (afler rates). Incremental costs are in 

Exhibit USPS-41 B, column 2 (base-year), column 5 (test-year after rates); test- 

year before-rates incremental costs can be obtained by multiplying the ratio in 

column 3 of Exhibit USPS-41B by the volume-variable costs in my USPS30A. 

These costs are not available for rate categories. As far as I am aware, the term 

“accrued costs” is not applied to subclasses, but rather to cost segments, where 

it is simply the total (volume-variable plus non-volume-variable) cost for a 

segment 



RESPONSE OF POSTAL SERVICE WITNESS O’HARA TO JOINT INTERROGATORIES OF 
AMERICAN BANKERS ASSOCIATION, EDISON ELECTRIC INSTITUTE, AND NATIONAL 

ASSOCIATION OF PRESORT MAILERS 

ABA&EEl&NAPM/USPS-T-30-3. Please explain and, if possible, quantify how 
the degree of mailer preparation influenced your proposed coverages for the 
following: (a) First-Class single piece; (b) First-Class automation presort (i) basic, 
(ii) 3-digit, (iii) 5-digit, and carrier routs; and (c) Standard (A) (i) basic, (ii) 3digit, 
(iii) 5-digit, and enhanced carrier route. 

RESPONSE: 

I am proposing coverages only for subclasses, not for rate categories. I would 

note that in my discussion of increased worksharing over time on pages 8-9 of 

my testimony, I indicate that it is appropriate to assure that increased 

worksharing in one subclass does not produce unintended consequences for the 

rates of another. 
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RESPONSE OF POSTAL SERVICE WITNESS O’HARA TO JOINT INTERROGATORIES OF 
AMERICAN BANKERS ASSOCIATION, EDISON ELECTRIC INSTITUTE, AND NATIONAL 

ASSOCIATION OF PRESORT MAILERS 

A~A&EEI&NAPM/USPS-T-304. Re your example at 15. I. 1 O-17. You 
conclude this paragraph by stating: “This seems to me unfair, given that the two 
products received equal evaluations on the non-cost criteria.” 

(4 Does “This” refer to the 2 to 1 ratio or that any difference in the each 
products contribution to other costs exists? if the latter, would such a result 
“seem to you unfair” regardless of the difference in each products ‘contribution to 
other costs? if neither, please explain. 

(b) Eliminating the assumption that the products have the same cost 
coverage, at what level, if any, would the difference in each products 
contribution to other costs be deemed by you to be unfair? Please explain, 
identifying those factors which would shape your judgment. 

RESPONSE: 

(a) The latter, although the degree of unfairness would diminish as the difference 

in contribution diminished 

(b) If the products have different evaluations on the non-cost criteria, then 

differences in contribution reflecting these evaluations are not unfair. 
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RESPONSE OF POSTAL SERVICE WITNESS O’HARA TO JOINT INTERRO,GATORIES OF 
AMERICAN BANKERS ASSOCIATION, EDISON ELECTRIC INSTITUTE, AND NATIONAL 

ASSOCIATION OF PRESORT MAILERS 

ABA&EEl&NAPM/USPS-T-30-6. Re Testimony at 30, lines 16-19. 

(a) If the coverage from Docket MO. R94-1 had been used, would the 
percentage change in rates be approximately 3.8% as opposed to 3.54? (see 
Exhibit USPS-30D; revised 8/22/97.) If not, what would the percentage increase 
have been? 

(b) Explain what you mean by the phrase “only intensify the problem.” u. at 
line 19. 

RESPONSE: ’ 

(a) No; the cited lines say “nine percentage points higher,” which implies a rate 

increase of approximately 12.5% (=3.5 + 9.0) 

(b) The problem referred to is that of the effect of rate increases on Periodicals 

mailers; adjustment for the change in system-average coverage would result 

in rate increases greater than 12.5%, which would intensify the effect of rate 

increases on Periodicals mailers 
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RESPONSE OF U.S. POSTAL SERVICE WITNESS FRONK TO 
INTERROGATORIES OF THE ABA REDIRECTED FROM WITNESS HATFIELD 

9861 

ABA/USPS-T25-2. What evidence do you have that private sector worksharing 
bureaus can cover the additional cost burden that reduced discounts are 
imposing on them? Do you have any evidence concerning their cost increases 
since R94-1 that would enable you to conclude that discounts can be cut or 
frozen and enable these bureaus to still operate profitably? 

RESPONSE: In comparison to Docket No. R94-1, the 3-digit discount is 

increased from 5.6 cents per piece to 6.5 cents in my proposal. Similarly, the 5- 

digit discount is increased from 6.2 cents to 8.1 cents in my proposal. Please 

note that 3-digit and 5-digit letters are the largest categories of workshared mail, 

accounting for about 75 percent of workshared letters in the Test Year. There 

was no Basic Automation rate following Docket No. R94-1, precluding a 

comparison. I would think that these increases would enhance the ability of 

private sector workshare bureaus to operate profitably over that time frame. 

I do recognize that our proposal calls for slight reductions in the 3-digit 

and 5-digit discounts, Nevertheless, this shows the longer term tre,nd of these 

discounts. 

While my proposals are based on Postal Service costs avoided rather 

than the costs of the worksharing bureaus, given the increase in these discounts 

since Docket No. R94-1, I am unsure what additional cost burden is being 

referenced in the question. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS FRONK TO 9862 

INTERROGATORIES OF THE ABA REDIRECTED FROM WITNESS HATFIELD 

ABPJUSPS-25-3. 
a. Please confirm that the single piece mailstream that would benefit from the 
proposed discounts for Prepaid Reply Mail (PRM) and Qualified Business Reply 
Mail (QBRM) is already mostly barcoded and already generating cost savings. 
b. Please confirm that the 3 cent “incentive” proposed for PRM and QBRM mail 
is unlikely to result in many more (or any more) barcodes than now exists, being 
put on household to nonhousehold mail in the form of bill payments and the like. 

RESPONSE: 

(a) Confirmed. 

(b) I agree with this statement for the Test Year. In the future, it is possible that 

PRM could generate some new mail volume by converting some in-person 

payments to the mail (see page 38 of my testimony at lines 16-21). Also, it is 

possible that the new QBRM rate will attract new volume in the future, but this 

volume is uncertain and I have not attempted to quantify it (see page 47 of my 

testimony at lines l-3). Please see my response to ABA/USPS-T25-4 for the 

rationale underlying the discount. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS FRONK TO 9863 

INTERROGATORIES OF THE ABA REDIRECTED FROM WITNESS HATFIELD 

ABAIUSPST25-4. Is it your intention that all the 3 cents in your proposed PRM 
and QBRM rate be passed on to consumers or should the division between 
consumers and business preparers of these envelopes be divided according to 
market principles, much like the current dynamic between worksharing discounts 
and charges to those using worksharing bureaus? 

RESPONSE: My intention with both of these proposed rates is to permit a 

broader base of customers to more directly share in the benefits of automation. 

The proposed PRM rate is also designed to help address the threat of electronic 

diversion and, at the same time, to provide added convenience for the general 

public (please see pages 33-37 and 45 of my testimony). How this benefit is 

divided depends on how a business chooses to fund PRM or QBRM. If a 

business funds PRM by explicitly billing the consumer for the cost of the postage, 

then the 3 cents savings would be passed directly on to consumers. If a 

business treats PRM or QBRM as a cost of doing business and recovers the cost 

through other product or service prices (similar to current BRM), then the 3 cents 

could be divided between the business and its consumers. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS FRONK TO 9864 

INTERROGATORIES OF THE ABA REDIRECTED FROM WITNESS HATFIELD 

ABA/USPS-125-5. The benchmark used for the development of the PRM and 
QBRM automation discount is the nonpresort single piece while the benchmark 
used for the development of other automation discounts in First Class is bulk 
metered mail. If nonpresort single piece letter mail is convertible into (some) 
automation rate, as implied by the proposed PRM discount, then the supposition 
underlying the bulk metered benchmark that only the bulk metered mail stream is 
convertible is false. is it not? 

RESPONSE: No. As the Commission stated in Docket No. MC95-1 (paragraph 

4302 at page IV-136), “...the single-piece mail most likely to convert to the 

automation categories is limited to the bulk metered mail component.” Also, see 

my testimony at page 20. As such, I used this benchmark to set the worksharing 

discounts for bulk automation letters. The benchmark represents a pricing 

reference point to appropriately identify workshare cost savings; the benchmark 

is not meant to imply that every piece that converts to worksharing physically 

comes from a pool of bulk metered pieces. I believe the phrase “most likely” is 

appropriate and does not convey all inclusiveness. 

-. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS FRONK TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 5 

POIR N0.5, QUESTION 18. Response to ABA&EEI&NAPM/USPS-T32-6 states 
that bulk metered mail “has the features commonly associated with First-Class 
metered mail.” Please describe these features. 

RESPONSE: The phrase quoted above was included in my response to 

ABA&EEl&NAPMIUSPS-T32-6 because bulk metered mail costs are developed 

by starting with the costs for First-Class single-piece metered mail as a wliole, 

and then subtracting certain costs avoided when processing bulk metered mail 

(please see USPS LR-H-106, page II-lo). The costs that remain are assumed to 

apply to all single-piece metered mail, both bulk and nonbulk. 

The way the response was phrased, it may suggest that I had in mind a 

specific set of mail characteristics or features, for example, whether the address 

is handwritten. While this was not the case, I will try to respond to the question 

as posed. 

Features of First-Class metered mail include an address that is typically 

not handwritten. According to 1996 ODIS data, 11 .l percent of metered single- 

piece letters have handwritten addresses while 37.5 percent of nonmetered 

single-piece letters have handwritten addresses. In addition, single-piece 

metered mail carries a meter imprint or strip and typically originates from a 

business, Also, single-piece metered letters typically do not have a FIM; 2.5 

percent have a FIM, according to 1996 ODIS data. In general, single-piece 

metered mail is fairly homogeneous. 

9865 



9866 

RESPONSE OF WITNESS FRONK TO QUESTION POSED AT HEARINGS 

Tr. 4/l 686-87. 

Q: Can you tell me whether any Postal Service equipment at the present 
time, in particular the facer cancelers that cancel First-Class Mail, whether 
they can detect pieces that weigh more than one ounce? 

Response: 

I am informed that the AFCS does not distinguish mail pieces on the basis of 

weight. 
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Response of Postal Service Witness Sharkey to Interrogatories of David B. Popkin 

DPB/USPS-S[r]: [Referring to the mail processing of Priority Mail as distinct from the 
processing systems for “Letters and Sealed Parcels” and “Cards”:] If so, please explain 
the details of the system and the differences between it and the system used for other 
subclasses of mail. 

Response: 

For a description of First Class mail processing see the testimony of Postal Service 

witness Pajunas in Docket No. MC95-1 (USPS-T-2). See, for example, section 4 which 

describes the processing of nonautomation compatible letters and section 7 which 

describes the processing of nonbarcoded flat mail. 

For a description of Priority Mail Processing see witness Sharkey’s response to 

UPS/USPS-T33-1 and witness Moden’s responses to UPS/USPS-T4-6,31 and 32. 



Response of Postal Service Witness Sharkey to Interrogatories of David 8. Popkin 

DBPIUSPS-11 Furthermore, with respect to Express Mail Service Commitments 
performance goals, 

[a] describe the method that is utilized to establish the extent of the 
overnight delivery area. 

[b] To what extent are cutoff times made which are earlier that the closing 
time for window hours at a given office? 

Response: 

[a] An analysis is made of available transportation from originating areas 

to determine overnight delivery areas from originating areas. 

[b] At some post offices Express Mail addressed to certain destination 

ZIP Codes may have a cutoff time which is earlier than the post 

office’s window closing time in order to meet the best possible 

delivery commitment to the destination. I do not know the 

exact extent to which this occurs. 
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Response of Postal Service Witness Sharkey to Interrogatories of David 6. Popkin 

DBPIUSPS-12 Furthermore, with respect to Express Mail Service 
Commitmentslperformanca goals 

[a] Will Express Mail be delivered as expeditiously as possible or 
will it be delivered by the regular carrier so long as it will meet the 
established delivery time? 

[b] Provide copies of all regulations which describe the method of 
delivery to be utilized. 

Response: 

[a] Express Mail is delivered by the regular carrier as long as the 

commitment for the Express Mail can be met, 

[b] To my knowledge there are no regulations governing this type of delivery. 



Postal Service Witness Sharkey Response 
to Presiding Officer’s Information Request No. 7, Question No. 20 

20. Please refer to Exhibit USPS-33W (sic) (revised 10/06/97). The “net 
nontransportation cost” shown on line 8 is found by subtracting line 7 from the 
“total [adjusted] nontransportation costs” shown on line 3. The figure on line 
7, however, appears to have the character of a revenue, since it is found by 
multiplying the number of postage pounds (line 6) by marked-up cost element 
(line 5). Accordingly, please explain the meaning and the use of the “cost” 
figure on line 8. 

Response: 

The use of the word “cost” on line 8 of Exhibit USPS33N is unintentionally 

misleading. If fact, the figure represents the residual costs after subtracting the 

marked up and contingency adjusted total nontransportation weight related cost. 

The marked up and contingency adjusted nontransportation weight related cost 

per pound is added to the marked up and contingency adjusted transportation 

cost per pound to derive the pound charges by zone shown in USPS-330, 

column 14 (USPS-330, column (12)+ column (13)= column (14)). The figure in 

USPS-33N, line 8 is than used to develop the marked up and contingency 

adjusted net nontransportation cost per piece also shown on line 13. USPS- 

33N, line 8 cost is divided by the test year after rates volumes including new 

delivery confirmation volume (USPS33N, line 21), the result, net 

nontransportation cost per piece is shown on USPS-33N, line 10. This figure, in 

turn, is adjusted for the markup and contingency factor with the result shown on 

USPS-33N line 13. The development of this figure is consistent with the 

development of the marked up and contingency adjusted nontransportation cost 

per pound shown on USPS33N Line 5 and included in the pound charge in 

USPS-330, column 14. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE. 9873 

TO PRESIDING OFFICER INFORMATION REQUEST NUMBER 6 

Question 2. 

Witness Taufique (USPS-T-34) and Kaneer (USPS-T-35) propose a new 
approach to developing the pound rate for editorial (defined as non-advertising) 
matter in Regular, Nonprofit, and Classroom Periodicals. One justification for this 
new approach focuses on an interest in keeping the implicit cost coverage on 
editorial matter from being below 100 percent. This coverage, however,,is 
heavily influenced by both the editorial pound rate and the editorial per-piece 
benefit. Accordingly, please discuss the justitication for proposing to elevate this 
coverage by adjusting only the editorial pound rate. 

RESPONSE 

I agree that the implicit cost coverage on editorial matter is heavily 

influenced by both the editorial pound rate and the per-piece discount for 

editorial matter, and would acknowledge that both of these elements eventually 

may need to be adjusted to achieve a 100 percent implicit cost coverage for 

editorial matter. The proposed rate design change in the calculation of the 

editorial pound rate results not only in a straightforward methodology to 

eventually achieve 100 percent implicit cost coverage for editorial pounds, but 

also provides a better allocation of distance related transportation cost to the 

zones. This methodology avoids the additive scalar of the residual distance- 

related transportation cost as was done in the past rate design for Periodicals. 

Given the relatively low cost coverage proposed for Periodicals, and a 

desire to avoid large increases in any rate cells, the Postal Service decided to 

propose an editorial pound rate that is 90 percent of the calculated pound rate 

needed to achieve the 100 percent implicit cost coverage for editorial pounds. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TAUFIQUE 
TO PRESIDING OFFICER INFORMATION REQUEST NUMBER 6 

Question 2 Continued. Page 2 of 2 

The Postal Service also proposes to increase the editorial per-piece discount at 

the rate of the overall increase for *he class. The alternative would be a smaller 

increase, or no increase at all, in the editorial per-piece discount, which would 

bring the implicit cost coverage for editorial matter closer to 100 percent. The 

Postal Service chose to propose a change in the editorial pound rate 

methodology, but avoided a smaller piece rate adjustment to mitigate the impact 

on high editorial content pieces. The Postal Service wants to move toward the 

cost coverage goal for editorial matter but at the same time mitigate the impact of 

these changes on high editorial content pieces given the relatively low cost 

coverage proposed for Periodicals in this docket. 

Witness Kaneer has read this response and is in agreement with it, as it 

relates to Nonprofit and Classroom Periodicals. 
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RESPONSE OF U.S. POSTAL SERVICE WITNESS MOELLER 
TO QUESTION POSED AT HEARING 

Under current preparation requirements, a mailer may prefer option 2, because 

the required presort for machinable parcels is easier due to the fewer 

separations required and the fact that machinable parcels are not packaged prior 

to sacking. Thus, instead of sorting pieces to 5-digit, 3-digit, ADC, and Mixed 

ADC packages and then placing those packages in 5-digit, 3-digit, ADC, and 

Mixed ADC sacks, the mailer need only sack mail to 21 BMCs, and place 

remaining pieces in a Mixed BMC sack. Machinable parcels may also be sorted 

to 5digit sacks prior to preparing BMC sacks if the mailer desires to qualify for 

the 3/5-digit rates. Some mailers find machinable parcel preparation 

advantageous, because, as stated in the DMA Washington Report for January 

1997 (www.the-dma.org/home_pages/home-jan97wr.html) see Tr. 7/3166 and 

attachment to this response, they can avoid the higher mail preparation costs of 

flats. This Report also includes the suggestion that mailers can avoid the 

surcharge by preparing small parcels as flats. It should be noted that the DMA 

Washington Report was posted on the web in reaction to parcel classification 

reform and prior to the filing of Docket No. R97-1 that contained the clarifying 

phrase “[or] prepared as a parcel” in the classification language. Given this, it is 

evident that mailers were apparently anticipating that pieces prepared as 

machinable parcels (regardless of whether they also met the flat criteria) would 

be subject to the surcharge. 
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RESPONSE OF U.S. POSTAL SERVICE WITNESS MOELLER 
TO QUESTION POSED AT HEARING 

Since there are pieces which meet the dimensional criteria of a flat, but are 

prepared and entered as machinable parcels, the scope of the classification 

language for the residual shape surcharge includes the phrase “is prepared as a 

parcel” so that any overlapping pieces would be subject to the surcharge if they 

are entered as parcels, instead of fiats. The language as proposed will also 

simplify administration of acceptance and verification in that all pieces prepared 

as parcels would be subject to the surcharge, not just the ones that could not 

also be defined as flats. The language also makes intuitive sense in that a piece 

prepared as a parcel will be handled similarly to the “nonoverlapping” shaped 

pieces subject to the surcharge. 

Adoption of the requested classification language does not change the options 

available to mailers of overlapping-shaped pieces. Mailers of such pieces could 

continue to take advantage of the easier presortation requirements; however, if 

they do so, such pieces will be subject to the surcharge. If mailers of 

overlapping shaped pieces wish to avoid the surcharge, they can prepare 

overlapping shaped pieces as flats. In either event, the customer chooses the 

option which best suites his or her unique needs. 
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RESPONSE OF U.S. POSTAL SERVICE WITNESS MOELLER 
TO QUESTION POSED AT HEARING 

The proposed language is intended to create consistency between rate elrgrbrlrty 

and preparation requirements. DMM section CO50.4.4’ is similar in purpose in 

that pieces categorized for rate purposes as flats in order to take advantage of 

the flat barcode discounts, for example, cannot take advantage of the 

machinable parcel preparation requirements. 
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3 DMM CO50.4.4 provides that: ‘Items categorized as flats, irregular parcels, or outside parcels 
may not be prepared as machinable parcels.” _ 



ATTACHMENT TO RESPONSE OF U.S. WS’k SERVICE WITNESS MOELLER TO 
QUESTION POSED AT HERRING 
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OMA 6 sshirgton Report http:lhmw.the-dma.orgmomegageshomejan97m 

g. 
. 

dropped slightly for the accounting period (down 2.6% from the fame 
period last year), and it’s completely flat for the year. Year-to-date, 
First-Class mail is only 50% of total mail volume end 58% of total revenue. 

Standard (A) mail is up to 41% of total volume and 23% of total revenue 
for Accounting Period 3, which is an incmase over the SBme period last 
year but a drop from the year-to-date number (43% and 25% rcspectivtly). 
These numbers suggest a fohtre in which Standard mail could be forced to 
pay an ever-increasing share of postal overhead. 

PARCELS RECUSS CASE WILL CREATE SURCHARGE 
PROBLEM 

The Governors of the Postal Service have approved filing the Parcels 
Reclassification Case, which will include B ten-cent surcharge for all 
Standard (A) parcels. According to the USPS, parcels under one pound cost 
the Postal Service .30 more to process per parcel than lettm and flats, and 
the surcharge is intended to offset this differential. 

. 

Surcharge May Be Avoidable 

Some parcel mailers may, however, be able to avoid the surcharge by 
mailing their smaller parcels as !l@. Small machinable parcels can 
currently be mailed as flats, o’tit extsting physical size requirements are 
tight. For instance, “Rigid Flats” musx be able to negotiate a curved 
conveyor belt on current flats sorting machines, which means they must fit 
between two concentric arcs with radii of 15.72 and 16.72 inches: if a 
parcel is 0.75 inches thick, its length must be l&s than six inches to fit 
within the arcs -an impractical rqoiremenL 

New Flats Sorters Should Help 

However, the FSM-IWO Flats Sorting Machines now being deployed by 
the USPS reduce the minimum and increase the maximum allowable 
dimensions of flats and remove hunability and rigidity requirements as 
well. The new machine will handle pieces tiom 4” x 4” x 0.007” to I S-3/4” 
x 12” x.1-1/4”; the maximum weight ofa Flat will rise to six pounds. 
Therefore wme pieces now mailed as Standard (A) parcels will mom easily 
qualify a~ i-k. 

Avoiding a potential parcel surcharge comes at the price of higher mail 
preparation costs. Machinable parcels currently need to be sorted only to 
Bulk Mail Centers; obtaining the 3/5digit discount rcquks ti preparing 
all possible fivedigit containers. Current flats pmtion reqti a more 
complicated S-digit, 3digit, AADC, and mixed AADC sort. Consequently 
savings horn avoiding a parcel swharge may be diminished by increased 
preparation costs. 

Nonetheless, the deployment of FSM-1000 machines, scheduled for 
completion m August of 1998, is good news for mailers of heavier Standard 
(A) pieces. especially parcels. 

SMALL FL4 TS TEST RESUL7S MqSTL Y GOOD 

The Postal Service has released preliminary test results. and the results are 
cncomaging for all but slim-jims. The tests have identified a number of 
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RESPONSE OF POSTAL SERVICE WITNESS MAYES TO DBP INTERROGATORtES 
REDIRECTED FROM THE POSTAL SERVICE 

9882 

DBPIUSPS-39. [I] In an effort to avoid the necessity of follow-up interrogatories, 
please provide the logic behind and the cost data which justifies any variation in 
the various one pound changes as well as any variation in the changes 
necessitated by the requirement to keep the parcel post rates less than the 
Priority Mail rates. 

Response: 

IO The increases in rates from one weight increment to the next are not 

uniform because the increases in costs from one weight increment to the next 

are not uniform. As can be seen from the testimony of witness Hatfield (USPS- 

T-16) the transportation costs for Parcel Post are incurred on the basis of cubic 

feet utilized in the truck, rail van, or other transportation. Because the rate 

design for Parcel Post is applied on the basis of the weight of the piece, and not 

the cube of the piece, the transportation costs which were incurred on the basis 

of cube must be translated into a weight-related pricing structure. The Postal 

Service has detailed information for Parcel Post which shows that there is not a 

linear relationship between cube and weight. Thus, this translation from cube- 

related costs to weight-related rate design is performed by means of regression 

analyses which show how cube and weight are related. The results of those 

regressions are shown at page 1 of my workpaper WP I.E. 

The cube-weight relationships are used in conjunction with the transportation 

costs per cubic foot by zone in my workpaper WP I.E., pages 3 through 12 to 

develop the transportation element of the rate design. As can be seen from 

-- 



RESPONSE OF POSTAL SERVICE WITNESS MAYES TO DBP INTERROGATORIES 
REDIRECTED FROM THE POSTAL SERVICE 

these workpapers, the increase in transportation cost -which represents a large 

portion of Parcel Post costs-is not smooth from weight increment to weight 

increment. 

The unconstrained rates as developed from the underlying costs and recovery of 

revenue leakages are shown in my workpaper WP LK, pages 1 through 6. My 

workpapers WP I.L. and WP I.M. show the rate cells which were constrained in 

accordance with the precedent of the Postal Service and the Postal Rate 

Commission that the machinable inter-BMC Parcel Post rates remain at least 5 

cents below the comparable Priority Mail rates. 
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RESPONSE OF POSTAL SERVICE WITNESS MAYES TO DBP INTERROGATORIES 
REDIRECTED FROM THE POSTAL SERVICE 

DBPIUSPS-82. Your response to DBPIUSPS-47 did not explain why, since there 
were lower costs for the higher zones, that this did not result in lower rates 
[rather than no change in rates as is being proposed] for the higher zones. 

Response: 

DBPIUSPS-47 asked, “If the total transportation costs were the same andthe 

reallocation resulted in higher costs for the lower zones, why didn’t they result in 

lower&for the upper zones?” [Emphasis added.] Witness Hatfield’s 

response correctly indicated that the analysis contained in his testimony did 

result in lower unit transportation cost estimates for the upper zones, For the 

reasons that the lower transportation cost estimates for the upper zones did not 

translate into rate decreases for the upper zones, please refer to my response to 

UPS/USPS-T37-37(b), and to the transcript at 8/4259-80. Please also refer to 

my response to your interrogatory DBP/USPS43[c]. 
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RESPONSE OF POSTAL SERVICE WITNESS MAYES TO OCA INTERROGATORIES 

OCAIUSPS-137-l. In Docket No. MC97-2, the Office of the Consumer Advocate 
(“004”) submitted a number of interrogatories to which you provided replies. 
Please indicate the Postal Service’s position as to whether the responses you 
gave to interrogatories 7, 8, 9, 27, 28, 29, 30, 31, 32, 33 in Docket No. MC97-2 
are still valid. If not, please explain. 

Response: 

Redirected in part to the Postal Service. 

If you are requesting that I verify that my responses to the listed interrogatories 

from Docket No. MC97-2 remain the same, then I can verify that the responses 

to 7,8, 9, 27, 30, 32 and 33 would be unchanged. The responses to 28 would 

remain the same, with clarification of the response to part c provided in my 

response to OCAJUSPS-T37-5. The responses to 29 would remain unchanged 

except as noted in my response to OCA/USPS-T37-7. The responses to 31 

would remain unchanged except as noted in my responses to OCAJUSPS-T37-8 

and OCAIJSPS-T37-9. I would note that the quote from the Scherer text that 

you provided in your original question OCALJSPS-T13-31d misquoted the 

statement that appears in the textbook. I would also note that the quote that you 

provided in your original question OCAIUSPS-T13-31e appears in the textbook 

in the context of a discussion regarding the “coordination problem” which occurs 

as oligopolists coordinate pricing efforts to maximize profits, and that the 

discussion includes consideration of the homogeneity of the products. It is also 
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RESPONSE OF POSTAL SERVICE WITNESS MAYES TO OCA INTERROGATORIES 

worth noting, especially with respect to the interrogatories 29, 30 and 33, that 

the Postal Service is not proposing to raise the weight limit for parcels. 



Response of Witness Mayes to Presiding Officer’s Information Request No. 5 

13. Please explain why the ‘Additional Nontransportation Costs of New Volume over 108 
Inches’ (Line 5, USPS-T-37, Workpaper 1.1, page 2) should have a markup applied while 
the other adjustments to costs, such as ‘Prebarccde Cost Savings’ (Line 17) do not have a 
markup applied. 

Response: 

‘Additional Nontranspodation Costs of New Volume over 108 Inches’ appear not at line (8). but 

at line (4) of workpaper USPS-T-37, WP 1.1.. page 2. Neither the ‘Additional Nontransportation 

Costs of New Volume over 108 Inches’ nor the ‘Prebarcode Cost Savings’ adjustments to costs, 

es developed at lines (4) end (17) of workpaper USPS-T-37, WP I.I., page 2 incorporate 8 

markup. In the event that the question meant to refer to line (5), I would note that there is 

likewise no markup incorporated into the formula at line (5). The formula associated with line (4) 

refers to line (27). the per-piece rate element, which does include e markup. However, when line 

(27) is incorporated into the fonula for line (4), tt is divided by line (8). which is the markup 

factor. Thus, the markup is removed from the per-piece rate element, and is not included in the 

calculation of the ‘Additional Nontransportation Costs of New Volume over 108 Inches.’ 

9887 



9888 

Response of Wnness Mayes to Presfdirqi Ofricer’s Information Request No. 6 

3. Due in part to variations in proposed average rate increases, the base year to test year 
volume changes are markedly different for each of the three parcel post components, intra-BMC, 
inter-BMC, and DBMC. As explained in USPST-37 (in&ding Workpapem 1.0 end 1I.C). 
Alaskan Bypass ts pan of the intra-BMC component and the Ofricial Mail Accounting System 
(OMAS) is part of the inter-BMC and DBMC components. In view of the different volume 
changes. please explain why the ratios of (a) Alaskan Bypass revenue lo total parcel post 
revenue and of(b) OMAS revenue lo total parcel post revenue are each the same In the test 
year as in the base year. Also, please discuss whether tt would be approprfate. as an alternative. 
to projed the revenues of Alaskan Bypass and OMAS as Cued proportions of the parcel post 
components in which they are included. 

Response: 

The Alaska Bypass and Official Mail Accounting System (OMAS) volumes do not exhibit the 

same weight per piece or distance charaderistics as other subcategortes of Parcel Post. 

Therefore, the projeded revenue accruing from these types of Parcel Post was tied to the total 

Parcel Post revenue. In the ebsence of additional informahon regarding the behavior of these 

categories of mail, it would not be inappropriate to tie the projected Alaska Bypass revenues to 

the intra-BMC revenues, and the projeded OMAS revenues to the inter-BMC end DBMC 

revenues proportionally to the shares of inter-BMC and DBMC in OMAS. An examination 01 the 

most recent five years of data demonstrated that the Alaska Bypass revenues exhibited slightly 

higher correlation with the non-Alaska Bypass Intra-BMC revenues (0.839) than with the total 

Parcel Post revenues (0.921). Inter-BMC OMAS revenues seemed to be more closely tied to 

total Parcel Post revenues (0.552) than with non-OMAS Inter-BMC revenues (-0.117). DBMC 

,OMAS revenues were highly negatively correlated with both total Parcel Post revenues (-0.953) 

- and non-Oh4AS DBMC revenues (-0.892). 
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Designated Interrogatory Responses 
of 

Mohammad A. Adra (T38) 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS ADRA 
TO POIR NO. 5, QUESTION 12 

12. Final Cost and Revenue Adjustments 

Final cost and revenue adjustments for BPM are developed in USPS-T- 
38, Workpaper BPM31. The unit cost with contingency for unbarcoded volume 
changes from the TYAR Forecast ($0.598755) to TYAR Adjusted ($0.609916). 
Both include an adjustment for current volume presently barcoded. Two 
additional adjustments are made in the development of the TYAR adjusted unit 
cost (Cell L49 on worksheet “Final adjustments:“) 

additional barcoded volume; and 

new volume over 10 pounds. 

Please justify these two additional adjustments. If the adjustmlent for new 
volume over 10 pounds Is justified, should an adjustment be made to the unit 
cost of new volume over 10 pounds ($1.122256)? If not, why not? If so, please 
provide the correct adjustment. 

If these two adjustments are justified for BPM, please explain why similar 
adjustments are not included in developing the unit cost of unbarcoded volume 
for Library Rate (USPS-T-38, Lib 8, page 2). 

If the adjustment for the additional barcode volume is justified, please 
explain why a similar adjustment is not included in the development ‘of the unit 
cost of unbarcoded volume for Special Standard (USPS-T-38, Workpaper SR7, 

page 2). 

Please provide any revised documentation. 

RESPONSE: 

The two additional adjustments that you refer to in your question and are made 

in Cell L49 on worksheet ‘Final Adjustments:” are not justified. The unit cost with 

contingency for unbarcoded volume does not change from TYAR Forecast (i.e, 

Cell K49) to TYAR Adjusted (i.e., Cell L49). The correction has been made in 

the attached revised workpapers. However, your question led me to revise the 

estimated unit cost of new volume over 10 pounds ($1.122256) to include an 

adjustment for newly barcoded volume. I have also made the same adjustment 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS ADRA 
TO POIR NO. 5, QUESTION 12 

RESPONSE (continued) 

on the revenue side (i.e, the $1.7204 revenue per piece for new volume over 10 

Ibs, in Cell L28). All corrections are incorporated in the revised workpapers: 

WP BPM31, WP BPM32. These corrections impact the cost coverage, thus, I 

have also attached the revised workpaper WP-BPMl. 

The calculations for Special Standard and Library are correct. Thus, no similar 

9891 

adjustments and/or corrections are needed 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORY OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPAJSPS-16 (a) Confirm that the United States Postal Service issued in May 
1997 a card with a 2O-cznt Bugs Bunny stamp on the front and a picture of Bugs 
Bunny on the reverse. (b) Confirm that these were supplied in a cellophane 
wrapped book of ten cards. (c) Confirm that the price tag on the back of the 
package states, ‘BUGS BUNNY POSTAL CARD BOOK I10 POSTAL CARDS I 
ITEM NO. 8982 I PRICE: $5.95. (d) Confirm that there is a gold seal on the 
front of the package that states, READY-TO-MAIL I POSTAL CARD!;. 

RESPONSE: 

a) Confirmed. 

b) Confirmed. 

c) Confirmed. 

d) Confirmed. 



RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-21. (m) Confirm, or explain if you are unable to do so, that the 
maximum proposed cost for a Priority Mail parcel weighing ten pounds or less 
will be $14.85 and that the fee for Special Handling for parcels weighing ten 
pounds or less will be $17.25. (n) Confirm, or explain if you are unable to do so, 
that a Priority Mail parcel weighing ten pounds or less will always cost less than 
the Special Handling parcel of the same characteristics and destinati’on. (0) 
Confirm, or explain if you are unable to do so, that the fee for Special Handling 
for parcels over ten pounds will be $24.00. (p) Confirm, or explain if :you are 
unable to do so, that when the Special Handling fee is added to the Iliter-BMC . 
Standard Mail rates that Priority Mail will be less expensrve than the Standard 
Mail rate for all but the following cells: Zones 1 and 2, over 63 pounds; Zone 3, 
none; Zone 4, over 48 pounds; Zone 5, over 49 pounds; Zone 6, over 44 
pounds; Zone 7, over 46 pounds; and Zone 8, over 44 pounds. (r) Confirm, or 
explain if you are unable to do so, that when the Special Handling fee is added 
to the Intra-BMC Standard Mail rates that Priority Mail will be less expensive 
than the Standard Mail rate for all but the following calls: Local, over 60 pounds; 
Zones 1 and 2, over 61 pounds; Zone 3, over 67 pounds; Zone 4, over 43 
pounds; and Zone 5, over 46 pounds. (v) If you are unable to confirm subpart u, 
provide those categories and weight cells where Special Handling would be less 
expensive than Priority Mail. (y) Confirm, or explain if you are unable to do so, 
that the maximum weight for Bound Printed Matter will be 15 pounds and that the 
maximum postage for a 15 pound Priority Mail parcel will be $21.05. (z) 
Confirm, or explain if you are unable to do so, that a Priority Mail parcel will 
always cost less than a Bound Printed Matter parcel sent by Special Handling. 
(aa) Confirm, or explain if you are unable to do so, that when the Special 
Handling fee is added to the Special Standard Mail rates that Priority Mail will be 
less expensive than the Standard Mail rate for all but the following cells: Zones 
Local, 1,2, and 3, none; Zone 4, over 49 pounds; Zone 5, over 44 pounds; Zone 
6, over 34 pounds; Zone 7, over 30 pounds; and Zone 8, over 23 pounds. (cc) 
Confirm, or explain if you are unable to do so, that when the Special Handling 
fee is added to the Library rates that Priority Mail will be less expensive than the 
Standard Mail rate for all but the following calls: Zones Local, 1,2, and 3, none; 
Zone 4, over 53 pounds; Zone 5, over 47 pounds; Zone 6, over 38 pounds; Zone 
7, over 32 pounds; and Zone 8, over 25 pounds. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-21 (Continued) 

RESPONSE: 

m. Confirmed. 

n. Confirmed that a Priority Mail parcel weighing ten pounds or less twill always 

cost less than a parcel with special handling to the same destination from the 

same origination. However, not confirmed that Priority Mail and special 

handling have the same characteristics. 

o. Confirmed that the proposed fee for special handling for over 10 pounds is 

$24.00. 

p. Not confirmed. There are additional cells in which the rate for Priority Mail 

will exceed the inter-BMC rate plus the special handling fee. An example of 

this is a Zone 2 parcel weighing 63 pounds. 

r. Not confirmed. There are additional cells in which the rate for Priority Mail 

will exceed the intra-BMC rate plus the special handling fee. An example of 

this is a local parcel weighing 60 pounds. 

v. See my response to DBPIUSPS-21 (r). 

y. Confirmed that this is the Postal Service proposed rate. 

_. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-21 (Continued) 

RESPONSE: 

z. Confirmed. 

aa. Not confirmed. There are additional cells in which the rate for Priority Mail 

will exceed the Special Standard Mail B rate plus the special handling fee. 

An example of this is a Zone 4 parcel weighing 49 pounds. 

cc. Not confirmed. There are additional cells in which the rate for Priority Mail 

will exceed the Library rate plus the special handling fee. An example of this 

is a Zone 4 parcel weighing 51 pounds. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-37 [a] Confirm, or explain if you are unable to do so, that prior to 
Docket MC96-3 a mailer desiring Registered Mail service for an article with a 
declared value of up to $25,000 could mail the article both with or without postal 
insurance. [b] Confirm, or explain if you are unable to do so, that as a result of 
Docket MC96-3, the maximum value for making the choice of purchasing postal 
insurance or not was reduced to $100. [c] Confirm, or explain if you are unable 
to do so, that in this Docket, it is proposed to reduce that amount to $0, namely, 
for an article having a declared value of one cent or more, it is required to 
purchase postal insurance [I understand that the maximum insurance liability is 
limited to $25,000). [d] In the preparation for Docket MC96-3 was it the 
intention of dropping the limit from $25,000 to $100 only because the Postal 
Service wanted to eliminate non-postal insurance in two steps rather than doing 
it all at once? [e] Confirm, or explain if you are unable to do so, that with 
respect to the Registered Mail service that there are some costs which are 
independent of the value of the article, there are some costs which are only 
slightly related to the value of the article, and those costs which are directly 
related to the declared value. [f-J Confirm, or explain if you are unable to do so 
as well as provide any other additional items, that the following costs are the 
same regardless of the declared value of the article: preparation, storage, and 
utilization of forms; training of employees, publicity of the service, acceptance of 
the article, and processing [not the payment of] any inquiries and claims. [g] 
Confirm, or explain if you are unable to.do so as well as provide any other 
additional items, that the following costs are only slightly related to the declared 
value of the article: security and transportation of the article from the time it is 
accepted until it is delivered to the addressee. [h] Confirm, or explain if you are 
unable to do so as well as provide any other additional items, that the following 
costs are directly related to the declared value of the article: payment of any 
claims for damage or loss. [i] Provide the cost per article for all of the items that 
are listed in response to subpart f. [i] Provide the cost per article for all of the 
items that are listed in response to subpart g. This should be shown for each of 
the 27 or 28 rate categories. [k] Provide the cost per article for all of the items 
that are listed in response to subpart h. This should be shown for each of the 27 
or 28 rate categories. [I] Provide a table over a period of a recent 12-month 
period showing the number of articles mailed in each of the 27 rate categories, 
the number of claims that were filed in each of the 27 rate categories, and the 
average value paid out per claim in each of the 27 categories. [m] Confirm, or 
explain if you are unable to do so, the requirement, and provide the appropriate 
reference, that a mailer must declare the full value of an article for which 
registration is desired. [n] Confirm, or explain if you are unable to do SO, that 
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RESPONSEOFWITNESSNEEDHAMTO 
INTERROGATORIES OF DAVID 8. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-37 Continued 

the mailer will communicate the declared value to the acceptance clerk at the 
time of mailing the article. [o] Confirm, or explain if you are unable to do so, that 

.~for any other postal employee to know the declared value of an article, that 
information must be specifically communicated to them from the original 
acceptance clerk. [p] Confirm, or explain if you are unable to do so, that if this 
communication chain between any two postal employees is broken, it will not be 
possible to accurately determine the declared value of the article. [q] Confirm, 
or explain and provide specific information if you are unable to do so, that no 
record of the declared value is transmitted as a matter of course as the article 
moves through the mail system. [r] Confirm, or explain if you are unable to do 
so, that it is not possible to accurately determine the declared value of an article 
by just looking at the article. Note: This may be due to the overpayment of 
postage or part or all of the postage falling off. (s] Confirm, or explain if you are 
unable to do so, that the likelihood of any given postal employees looking at a 
registered mail article, determining the postage paid on the article, and 
calculating the registry fee by weighing the article and subtracting the postage 
for that weight along with the fees for any other services, such as Return Receipt 
or restricted delivery, and then converting that registry fee just to determine the 
declared value will be extremely small. [t] Confirm, or explain if you are unable 
to do so, that for articles with a declared value of $25,000 or less that it will be 
unlikely that the value of the article will be specifically communicated from 
employee to employee. [u] If you are unable to confirm subpart 1, are there any 
regulations or directives indicating a specific value for which the communication 
of the declared value of the article must be communicated between employees. 
If so, specify the value, provide copies of the directive or regulation, and 
enumerate the way the communication will take place. [v] If there are no 
regulations or directives in your response to subpart 1, provide the values at 
which you believe 25%, 50%, 75%, and 100% of the employees will resort to 
communicating the declared value as the article moves through the system and 
the method that will be utilized to pass such information. [w] In light of your 
responses to subparts n through v, explain how it is possible to justify any higher 
costs for the transportation and security of articles with a declared value of 
$25,000 or less and provide a breakdown between the costs for each of the 27 
or 28 different value steps. [x] Confirm, or explain if you’are unable to do SO, 

that Registered Mail may only be utilized for First-Class Mail. [y] Confirm, or 
explain of you are unable to do so, that First-Class Mail is sealed against postal 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBP/USPS-37 Continued 

inspection. [z] If a mailer does not file a claim for loss or damage, how will it be 
possible for the Postal Service to know the contents or actual value of an article 
which is registered? [aa] If a mailer does not file a claim for loss or damage, 
what sanctions can be applied to the mailer for failing to declare the full value’? 
[bb] How will it be possible for the Postal Service to determine the existence of 
such a condition? [cc] Isn’t such a rule unenforceable with respect to articles for 
which the mailer is not interested in obtaining postal insurance. [dd] If not, 
explain. [eel Because of the inability to enforce this rule, doesn’t it fall into the 
same category as the Postal Service’s change of the rule with respect to Return 
Receipt for Merchandise where the use of First-Class Mail under 11 ounces was 
no longer authorized as of Docket MC96-3 because of the inability of the Postal 
Service to determine that the article actually contained merchandise. [ffj If not, 
explain. [gg] Confirm, or explain if you are unable to do so. that there are 
customers who, for whatever reason they may have, do not want to purchase 
postal insurance for their registered articles. [hh] Confirm, or explain if you are 
unable to do so, that some of the reasons a mailer might not want to purchase 
postal insurance would be: they already have their own insurance, they are only 
interested in obtaining the secure handling that registered mail provides, or the 
cost vs. value ratio was low enough to assume the risk. [ii] Provide any other 
reasons in addition to those in subpart hh. fjj] What is the logic for requiring a 
mailer to purchase a service that do not want or need? [kk] Is postal insurance 
primary or secondary to any other insurance that a mailer may have? [II] If it is 
secondary, then explain why a mailer should be required to purchase it. [mm] 
Confirm, or explain if you are unable to do so, that the only article for which no 
postal insurance is required is one which has a value of $0.00 [as opposed to 
one which has a value of $0.01 for which postal insurance must be purchased]. 
[nn] If a registered article is completely lost, may the claim include not only the 
value of the contents but any or all of the following: the value of the container or 
envelope that the contents were in, the postage paid for mailing the article [not 
including any fees], the registration fee, the postage paid for any other special 
services such as Return Receipt or restricted delivery? Indicate which, if any, of 
the items are covered and provide a copy of the regulation supporting your 
responses. [oo] If any of the items 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-37 Continued 

specified in subpart nn are covered, wouldn’t that automatically provide a value, 
albeit only perhaps a penny, which would preclude declaring a value of $O.OO., 
[pp] If not, explain. [qq] Refer to POM Section 811.22 and confirm, or explain if 
you are unable to do so, that if I purchase stock at a cost of $1,000 and at the 
time of mailing it has a market value of $5,000, and if I mail the stock certificate 
endorsed in blank, I must pay for a declared value of $5,000. [rr] Same as 
subpart qq, except that if I purchase jewelry for $1,000 and it now has a market 
value of $5,000, I would be permitted to pay for a declared value of only $1,000. 
(ss] If you confirm both subparts qq and rr, explain why the two articles are 
treated differently. [tt] Refer to POM Section 811.22 and confirm, or explain if 
you are unable to do so, that if I mail a negotiable instrument, such as a bearer 
bond, I must declare a value which is the replacement value of that article, which 
just happens to be its market value. [uu] Same as subpart tt, except that if I mail 
a nonnegotiable instrument, I am given the option of whether or not I want to 
declare a value equal to its replacement cost or to declare no value even if there 
is a replacement cost. [vv] If you confirm both subparts tt and uu, explain why 
the two articles are treated differently. [ww] Refer to POM Section 811.22 and 
confirm, or explain if you are unable to do so, that any of the articles listed under 
nonnegotiable instruments or nonvaluables will, in fact, have at least a minimal 
intrinsic value, albeit perhaps only a penny for the intrinsic value for a sheet of 
paper. [xx] If you are able to confirm subpart ww, explain why these categories 
are treated differently than those under other categories which it is required to 
declare the market value or cost. [yy] Are there any articles which are normally 
being registered that have an intrinsic value of $0.00 as opposed to $0.01 or 
more? [zz] If so, specify examples. [aaa] Refer to POM Section 811.24 and 
explain where the authority comes from to inquire about the contents of First- 
Class Mail. 

RESPONSE: 

a) Confirmed. 
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b) Confirmed that the maximum level for uninsured registered mail was 

decreased from $25,000 to $100 as a result of Docket No. MC96-3. 

c) Confirmed that the proposal in this docket is to reduce the maximum level for 

uninsured registered mail from $100 to $0.00. 

d) In the preparation of Docket No. MC96-3 the Postal Service only considered 

proposing the reduction of the maximum value level for uninsured registered 

mail from $25,000 to $100, and did not consider any further dec,rease. 

e) Not confirmed. There are costs both independent of the declared value and 

related to the declared value, but not necessary only slightly related to the 

declared value. 

f) Not confirmed. Registered items with very high declared values could 

require additional training of employees, particularly for those items requiring 

special circumstances to handle. 

g) Not confirmed. Registered items with extremely high declared values 

frequently require added security and alternative transportation, the costs of 

which are directly related to the declared value. 

h) Confirmed, to the best of my knowledge. 
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i) This information is not available in the breakdown you request. 

j) See response to DBP/USPS37(i). 

k) See response to DBP/USPS37(i). 

I) See the registered mail billing determinants in USPS LR H-145 for the 

number of registered articles mailed in each of the 27 fee categories for 

1997. Claims information will be provided later. 

m) See DMM S911.2.1 and my response to DBPIUSPS-38(e). 

n) Confirmed. 

o) Not confirmed. A registered mail article’s declared value can be determined 

by postal employees through calculating the postage and subtracting it and 

any ancillary service fees from the total amount paid to get the registered 

mail fee. Even if an exact calculation is not made, a general estimate of the 

item’s value can be made from the total postage and fees. 

p) Not confirmed. See the response to DBPIUSPS37(o). 

q) Confirmed. 

r) Not confirmed. In the majority of situations, postage has not fallen off or 

postage has been neither underpaid nor overpaid. Consequently, it would be 
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r) Continued 

very possible to accurately determine the declared value of an article by 

looking at the article. 

s) Not confirmed. No data exists on the number of times postal employees 

would calculate or estimate the declared value of a registered article based 

on the affixed postage and fees 

1) Not confirmed. Postal employees are required to do what is necessary for 

the safe and secure transport of all registered mail; communicating the 

declared value of articles under $25,000 can be one way of ensuring this 

safety and security. 

u) I know of no regulations or directives, but I am aware that there may be 

certain circumstances in which communicating the declared value of articles 

under $25,000 may be necessary for safety and security and that this would 

be done on an individual basis. See response to DBPIUSPS-37(t). 
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v) Since communication of the declared value would be done on an individual 

basis depending upon the circumstances, I could not begin to hazard a guess 

as to the percentage of the total number of registered mailings it would be 

done. 

w) The higher the declared value of registered articles, the higher the costs for 

security and accountability. The requested breakdown of costs is not 

x) Confirmed that registered mail may only be used for articles paying First- 

Class Mail rates 

y) Confirmed. 

z) The Postal Service relies upon the declared value given by the mailer to 

determine the amount of security during the dispatch, processing, and 

delivery functions of the registered mailpiece. 

aa)-dd) It generally would not be possible. I am unaware of any attempt to 

impose penalties on mailers in the circumstances you describe. The primary 

reasons for a mailer to declare full value are to enable the Postal Service to 

provide the proper level of security, and to protect himself or herself should 

the registered item be lost or damaged, To some extent, however, the Postal 

Service relies on the integrity of its customelto declare full value when 
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aa)-dd) requested to do so. 

ee)-ff) No. See my testimony, USPS-T-8, in Docket No. MC96-3 for the reasons 

for the return receipt for merchandise classification change 

gg)Confirmed that some customers have chosen not to purchase insured 

registered mail. 

hh) Not confirmed. The Postal Service does not have information as to why 

some registered mail customers would choose not to use postal insurance. 

ii) Not applicable 

jj) There is no logic in providing a service that is not frequently used, as was 

demonstrated in the Docket No. MC96-3 Recommended Decision which 

eliminated the service offerings and fee categories for uninsured registered 

mail from $100.01 to $25,000. Further, with respect to this docket, see my 

testimony at pages 77-78. 

kk) Primary 

II) Not applicable. 
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mm) Not confirmed. A customer may choose uninsured registered mail up to 

$100 in declared value. 

nn) If a special or custom-made container were used (such as for shipping birds, 

etc.), the Postal Service would consider its cost in processing a claim. We 

do not refund the registration fee itself. We do automatically include postage 

in a claims payment. Other fees are refunded as deemed appropriate. For 

example, if the customer actually received his return receipt, we would not 

refund that fee. If he did not receive his return receipt, we would make such 

a refund 

oo)-pp) No. The declared value is not the same as the actual or fair-market 

value used for determining claims, and declaring value does not 

automatically give an item actual value. 

qq) Yes. 

rr) Yes. 

ss) Unlike stock, a wholesaler would place one value on jewelry (wholesale 

cost), while his customer.would place a higher value (retail price). 

tt) No. Market value still applies. The replacement cost is not necessarily the 

market value of the bond. 
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uu)Yes. 

vv) The issuer of a negotiable instrument probably would be reluctant to proffer a 

replacement, with the original remaining in circulation and subject to being 

cashed. Conversely, the issuer of a nonnegotiable instrument has no 

apparent risk in providing a replacement at minimal cost. 
r 

ww) Please refer to my responses to part>o) and pp) above. 

xx) See ww 

yy) Regulations require that a customer must truthfully declare only the full or 

actual value. An item’s intrinsic value would come into play only in 

adjudication. 

zz) See the response to DBPIUSPS-37(yy). 

aaa) It is my understanding that the fact that mail is sealed against inspection 

does not preclude asking the mailer about the contents. 
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DBPIUSPS-37 [I] Provide a table over a period of a recent 12-month period 
showing the number of articles mailed in each of the 27 rate categories, the 
number of claims that were tiled in each of the 27 rate categories, and the 
average value paid out per claim in each of the 27 categories. 

RESPONSE: 

I) For the requested claims information, please see the attached. 



Value Level 

60.00T0$100.00 

5100.01T0S500.00 

f5O0.01TOS1OO0.W 

S1000.01T052000.00 

S2000.01T053000.00 

S3OO0.01TOS4O00.00 

54000.01 TO $5000.00 

$5000.01T0$6000.00 

S6O00.01TOS7000.00 

67000.01T0$8000.00 

$8000.01T0$9000.00 

$9000.01TOSlOOOO.OO 

S10000.01T0W1000.00 

$1100d.OlTO$12000.00 

$12000.01TO$13000.00 

$13000.01T0$14000.00 

S14000.01TOS15000.00 

$15ooO.0110S16000.00 

S16000.01TOS17000.00 

$17000.01T0$1a000.00 

$18000.01T0$19000.00 

S19000.01T0$20000.00 

S20000.01TOS21000.00 

$21000.01TO$22000.00 

S22000.01TO$23000.00 

$23000.01TO$24000.00 

$24000.01TO$25000.00 

$25000.01ANDUP 

TOTAL 

TOM Paid Amount 
Claims Claims Paid 

(1) (2) (3) 

634 96 57,574 

738 292 ta0.366 

695 378 s226,311 

593 355 $345,915 

254 155 $279.314 

119 65 5145,967 

105 69 5194.075 

50 28 s105.166 

35 15 S61.457 

38 21 $98.283 

13 0 $52,439 

47 27 $142,089 

15 6 $35,295 

15 0 $59.167 

11 5 s48,957 

10 4 $50.360 

13 10 559.542 

5 3 515.948 

5 2 $32,910 

2 2 $13.608 

a 6 $44.856 

17 10 $137.223 

6 5 $43.809 

2 1 $22.004 

4 4 $91,726 

3 3 549.044 

38 24 e&6,531 

18 1 $24.999 

3,493 1,603 $2.835,154 

ATTACHMENT TO 

REGISTEREDCLAIMS lNTERRoGAToRY 
FY1996 

Average 
Paid Per 

Claim 
(Cd 3cOl 1) 

(4) 

511.85 

5108.92 

$325.63 

5583.33 

51.099.66 

f1.226.61 

51.646.33 

$2,103.32 

$1.755.93 

$2,586.38 

s4,033.80 

$3.023.16 

$2.353.03 

$3.944.46 

$4,450.62 

$5,035.95 

s4,580.13 

53.109.54 

$6,581.99 

f6.904.13 

55.607.05 

sa,o71.93 

$7,301.47 

$11.002.00 

$22,931.52 

$16,347.91 

$9,645.56 

S1,38&8!i 

$811.67 

9914 
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Paid I% 
Claim Paid 

(col3/col2) 

(5) 

$78.90 

$275.29 

S590.71 

t974.41 

S1,802.03 

$2,245.64 

$2.812.68 

$3.755.93 

$44.097.16 

64.680.12 

s6,554.93 

$5.262.54 

ci.ea2.58 

S7.395.67 

$9,791.36 

$12,589.88 

s5.95417 

$5.315.90 

$16,45497 

s6,904.13 

$7,476.07 

S13s722.27 

$8.761.77 

$22.004.00 

$22,931.52 

$16347.97 

$15.272.11 

$24.999.21 

$1.768.66 
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DBPIUSPS-54 [a] A rate is being proposed 500 banded stamped envelopes 
which costs 50 cents to $1 .OO more than the rate for 500 p’ain stamped 
envelopes. What are banded stamped envelopes? [b] What value does a 
purchaser of banded stamped envelopes obtain for their added 50 cents to 
$‘I.00 cost? [c] What is the added cost for the Postal Service to provide 500 
banded stamped envelopes over 500 plain stamped envelopes? [d] Confirm, or 
explain if you are unable to do so, that plain hologram stamped envelopes will 
only be available in single sales. [e] Confirm, or explain if you are unable to do 
so, that printed hologram stamped envelopes will not be available in the 6-314 
size. [fJ Confirm, or explain if you are unable to do so, that for 500 stamped 
envelopes of the 6-3/4 size, the difference between the plain and printed 
versions is $14.00 less $8.50 or a difference of $5.50 which represents the cost 
of printing. [g] Confirm, or explain if you are unable to do so, that for 500 
stamped envelopes of greater than the 6-314 size, the difference between the 
plain and printed versions is $15.00 less $11.50 or a difference of $3.50 which 
represents the cost of printing. [h] Provide the cost data for printing both the 6- 
3/4 size as well as the larger than 6-3/4 size envelopes. [i] Explain why the 
printing cost for the 6-3/4 size stamped envelopes is 57 percent more than the 
printing cost of the larger envelope. [j] Confirm, or explain if you are unable to 
do so, that the item in Fee Schedule 961, “Multi-Color Printing (500) ” refers to 
price for those plain [as opposed to printed] stamped envelopes which are 
printed in two or more colors or which are precancelled for the regular or non- 
profit Standard Mail rates. [k] Confirm, or explain if you are unable to do so, 
that the stamped envelopes which meet the criteria specified in subpart j may not 
be purchased with a printed return address. [I] Confirm, or explain if you are 
unable to do so, that for 500 stamped envelopes of the 6-314 size, the difference 
between the plain one-color and plain multi-color versions is $14.00 less $8.50 
or a difference of $5.50 which represents the cost of the added color printing of 
the stamp design. [m] Confirm, or explain if you are unable to do so, that for 
500 stamped envelopes of greater than the 6-3/4 size, the difference between 
the plain one color and plain multi-color versions is $15.00 less $11.50 or a 
difference of $3.50 which represents the cost of the added color printing of the 
stamp design. [n] Provide the cost data for printing the multi-color designs, both 
the 6-3/4 size as well as the larger than 6-3/4 size envelopes. [0] Explain why 
the printing cost for the 6-314 size stamped envelopes is 57 percent more than 
the printing cost of the larger envelope since the stamp design is the same for 
both envelopes. [p] Confirm, or explain if you are unable to do so, that the 
current 32 cent stamped envelope which was issued for regular uce [as opposed 
to a commemorative, limited issue] is printed in two colors. [q] FOI- each of the 
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regular issue, First-Class Mail rate stamped envelopes that have been issued 
since 1971, provide a listing of the face value of the stamp, the description of the 
design, and the number of colors utilized in the printing. [r] Provide a similar 
listing for all precancelled stamped envelopes. [s] Provide a similar listing for all 
other stamped envelopes, such as commemorative and special issues. [t] If the 
proposed rate is implemented, will all post offices stock single color stamped 
envelopes for sale to the public? [u] If not, explain why the public will be forced 
to buy the multi-color version at the higher price. [v] What is the justification for 
charging the higher multi-color rate for precancelled envelopes automatically 
even if they should be printed in one color only? [w] Confirm, or explain if you 
are unable to do so, that savings bond stamped envelopes will only be available 
in the printed version and will not be available in the plain version. [x] Confirm, 
or explain if you are unable to do so, that the household (50) rates relate to 
printed stamped envelopes. [y] Confirm, or explain if you are unable to do so, 
that the added cost for a hologram stamped envelope as compared to a non- 
hologram stamped envelope will be one cent for a single sale, one-half cent for 
the household fifly purchase 193.50 vs. $3.25 for 50 envelopes], and eight-tenths 
of a cent for the 500 printed envelopes [$19.00 vs. $15.001. [z.] Why is the 
added per envelope charge for fifly envelopes less than for 500 envelopes? [aa] 
Will the stamped envelope design which utilizes a multi-colored picture pasted 
on the inside of the envelope and showing through a square/rectangular cutout 
in the envelope, as has been utilized on a number of previous issues, be 
categorized as a multi-color version or as a hologram version? [bb] Confirm, or 
explain if you are unable to do so, that the single sale price of seven cents will 
apply to all plain stamped envelope sales of less than five hundred envelopes, 
including sales of precancelled envelopes for philatelic purposes, regardless of 
the type or design [other than those that have an actual hologram as part of the 
design for which the price will be eight cents]. [cc] Confirm, or explain if you are 
unable to do so, that the selling price for a single stamped envelope will be 
seven or eight cents per envelope when sold in lots of 1 to 499 stamped 
envelopes and will be only 1.7 cents to 2.3 cents when sold in a lot of 500 
envelopes. [dd] What are the added costs that accrue when stamped 
envelopes are sold in lots of 1 to 499 envelopes? [eel Are there any costs other 
than the apparent extra window sales time? [ffJ If so, enumerate and quantify 
the cost. [gg] Confirm, or explain if you are unable to do so, that the cost for 32 

-. 
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cent stamps is 32 cents each, whether a mailer purchases one stamp or a million 
stamps or any number in between, [hh] Explain the logic and justification 
behind selling single stamped envelopes at a price which is greater than the 
multiple price when the same is not justified for the sale of stamps. [ii] Is one 
reason, that 18 USC 1721 will permit it for stamped envelopes but not for 
stamps? fjj] Confirm, or explain if you are unable to do so. that a mailer desiring 
between 501 and 999 stamped envelopes would pay a fee of $8.50 or $11.50 for 
the first 500 envelopes and seven or eight cents for each of the envelopes 
above 500. [kk] Confirm, or explain if you are unable to do so, that printed 
stamped envelopes are available from one source only and that there is a 
charge by that single source over and above that which appears in the Fee 
Schedule. [II] What is that single source for printed stamped envelopes? [mm] 
What is the added charge required in ordering printed stamped enwelopes? [nn] 
What is the justification for charging this added fee when it does not appear in 
the Fee Schedule and has not been approved by the Postal Rate Commission? 
[oo] Will an added fee be required under the proposed rates? [pp] If so, 
quantify and explain. [qq] Are there any other services for which the United 
States Postal Service is proposing in this Docket which will not be available at 
the rate shown in the various rate and fee schedules? [rr] If so, quantify and 
explain. [ss] Are refunds available for those that have paid this added fee which 
was not approved by the Postal Rate Commission. [tt] If not, explain why not. 
[uu] Confirm, or explain if you are unable to do so, that if this docket is approved 
the price of a single First-Class Mail stamped envelope will go from 38 cents to 
40 cents. [vv] Confirm, or explain if you are unable to do so, that the rate 
increase for both the First-Class Mail postage and the stamped envelope will go 
into effect at the same time. [ww] Confirm, or explain if you are unable to do so, 
that it has been the practice of the Postal Service to release the new valued 
stamped envelope prior to the effective date of the rate increase. [xx] Confirm, 
or explain if you are unable to do so, that if this policy is continued that the 
selling price for a 33 cent stamped envelope purchased between the issue date 
of it and the effective date of the new rates would be 39 cents [33 cents postage 
plus the 6 cent stamped envelope fee in effect at that time]. [yy] Confirm, or 
explain if you are unable to do so, that in a similar manner, the sale of stamped 
cards would be 21 cents during the period of time between the tssue date and 
the effective date of the proposed 2 cent fee. [u] Will post offices be advised of 
the requirement of subparts xx and yy so that the proper rate may be charged? 
[aaa] If not, why not? [bbb] One of the rates being proposed is for a fee Of 
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2 cents for a stamped card. Was any consideration given to having a bulk rate 
for them similar to the one in place and being proposed for stamped envelopes? 
[ccc] If so, why wasn’t it implemented? [ddd] If not, why not? 

RESPONSE: 

a) Banded stamped envelopes are stamped envelopes sold in packs of five with 

a band around them. Banded stamped envelopes can come in 6 s/r and IO 

inch sizes and are always regular (not window) plain stamped envelopes. 

b) The question is not entirely clear. Are you referring to the “cost” as exhibited 

in USPS LR H-l 07, page 55 or the proposed fees in USPS-T-3!3 WP-15? 

The cost for 500 6 % inch banded stamped envelopes in USPS LR H-107 is 

$10.27, while the cost for 500 6 % inch aggregated stamped envelopes is 

$8.97, for a difference of $1.30. The cost for 500 IO inch banded stamped 

envelopes in USPS LR H-107 is $12.26, while the cost for 500 ‘IO inch 

aggregated stamped envelopes is $11.41, for a difference of $685. The 

proposed fee for 500 6 % inch banded stamped envelopes is $9.50, $1.30 

higher than the current fee, yet $0.77 lower than the cost. The proposed fee 

for 500 IO inch banded stamped envelopes is $12.00, $1 .OO lower than the 
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b) Continued 

current fee, and $0.26 lower than the cost. For the higher fees, customers 

get stamped envelopes which are banded into packs, and which cost more to 

produce. 

c) See the response to DBPIUSPS-54 (b). 

d) Not confirmed. See USPS-T-39, page 96, lines 4-13. 

e) Confirmed. Hologram stamped envelopes have only been available in the 10 

inch size since they were issued. 

f) Confirmed only that the proposed fees for 6 % inch stamped envelopes are 

$5.50 higher than the plain for the printed envelopes. Not confirmed that this 

$5.50 difference represents the printing cost. 

g) Confirmed only that the proposed fees for 10 inch stamped envelopes are 

$3.50 higher than the plain for the printed envelopes. Not confirmed that this 

$3.50 difference represents the printing cost. 

h) See USPS LR H-l 07, pages 45-50. 

i) See my testimony at page 95, lines 6-21, and page 96, lines 1 -,13, for a 

discussion of the development of the stamped envelope fees. 
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j) Not confirmed. Multi-color printing refers to the envelope you describe in part 

aa 

k) Not confirmed. Printing is available for all stamped envelopes. 

I) Confirmed. 

m) Confirmed. 

n) See USPS LR H-l 07, pages 45-50. 

o) See response to DBPIUSPS-54(i). 

p) Confirmed that the Liberty Bell is green and the “USA 32” is blue. However, 

these envelopes are not considered ‘multi-color’ for purposes of the multi- 

color fee. See my response to j 

q) See attached list for all stamped envelopes available from the Stamped 

Envelope Agency since 1965. 

r) See the response to DBPIUSPS-54(q). 

s) See the response to DBP/USPS54(q). 

1) All post offices that offer stamped envelopes will offer at least lone type not 

subject to multi-color fee. 

u) Not applicable. 



9921 

RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-54 Continued 

v) Customers are not charged the multi-color fee for precancelled envelopes 

w) Not confirmed. Savings bond stamped envelopes have been discontinued. 

x) Confirmed that the household stamped envelope fees are for printed 

stamped envelopes. 

y) Confirmed only that the proposed fee of a single hologram is one-cent more 

than the proposed fee for a single non-hologram stamped envelope, the 

proposed fee for household hologram envelopes is $0.25 than ‘!he proposed 

fee for non-hologram household envelopes, and the proposed fee for 

hologram 500 box lots is $4.00 higher than the proposed fee for the non- 

hologram 500 box lots. 

z) See response to DBPIUSPS-54(i). 

aa) Multi-color. The space station stamped envelope is the only hologram 

stamped envelope currently offered. 

bb) Confirmed with respect to non-philatelic sales of stamped envelopes. 

cc) Confirmed, although if a customer wished to purchase 999 stamped 

envelopes, for example, two box lots of 500 would be the wise (choice, as 

opposed to one box of 500 and 499 single sale envelopes. 
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dd) See USPS LR H-l 07, pp 47-48, for the single sale costs versus the box lot 

costs. 

ee) No. 

ff) Not Applicable. 

gg) Confirmed, assuming by ‘cost’ you mean ‘rate’. 

hh) In both cases the price of postage is the same regardless of the quantity 

purchased. Stamped envelopes, unlike stamps have a special service fee, 

which does vary based on the quantity purchased. 

ii) No. 

U See response to DBPIUSPS-54(cc). 

kk-tt) Objection filed September 29, 1997. 

uu) Confirmed only for the total price of non-hologram stamped envelopes. 

vv) To the best of my knowledge all rates and fees would be implemented at 

the same time. 

ww) Not confirmed. Post offices may receive one of each type of advance 

stamped envelope with the new postage rate prior to the implementation 

date, for display purposes. 
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xx) There is no such policy. 

yy) Not confirmed. Post offices may receive one of each type of advance 

stamped card with the new postage rate prior to the implementation date, for 

display purposes. 

u) Not applicable. 

aaa) Not applicable. 

bbb) No. 

ccc) Not applicable. 

ddd) The Postal Service first needs to see if a fee for stamped cards will be 

approved before deciding whether bulk fees are appropriate. 
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EMBOSSED STAMPED ENVE~O~ES~MANUFA~TURED ATW~UAMSINJRG~PA , 
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1 lAmcric&Eagle ‘Head’ 

Z]Liberty Bell ‘A$ Non-Profir’~~ 

31Old Ironsides ‘3rd Class’ 

4f[)ella Wing Jel ‘Aitmail’ 
- .--- 

151-152-651.652 I l/5/65 Williamsburg PA 
113.613 l/6/65 Springlield MA 

l/6/65 Sp&&eld MA 

I Liberty Bell ’ Au&Non-Profit’ 
l/8/68 Chicago IL 

8 L~!xny Bell ‘Auth Non-P&t’ 

9 Herman Melville (Moby Dick1 Commemorative 

10 White House Conference on Youth Comm 

11 Eagle 1a1-182-681-682 
12 Three Circles ‘Airmall’ 

.~-.- --.. 
13 Libert Bell ‘Auth Non-Profit’ 173.673 -...-- 
14 White tious~ Conf on Youth Revalued 

) Expositwn “Transpo ‘72” Commemorative 

19 !Svmbutic Bird in Flight ‘Airmail 
5/2/72 Washington DC 

; 134.634 1211173 Memphis TN 
20~‘Liberty Bell ‘1st Class’ 

il :Volun&r Yourself ‘Auth Non-Profit’ 

22ITen&l(10 Years-1674.1974 Commemoratwe 

The Bicentennial Era: -. 
The Seafaring Tradition Commsmorative _--~ -- 

Philadelphia PA 
8123174 Cincinwti OH 

613 1174 Forest Hills NV 

ITEM. 

,Art LOti~TlON 1 &,,,M;- i 
INK COLOR, 

NAME NUMBERS , PM!3 NUMBEA 
I 

tl Acd ..-,.- -~ 
8 Blue 12991 

-~ 8 Fled 

- 13 Red 

10 Grtten 13541 

l.a Elus (3261 -~ 
10 Blue. Yellow 

1 The American 

-ii\%-Eiicentcnnk 

The American Farmer Commemorative 

27!T~he Bicenwnniz%I Ela: _--_- 

Tlw Anwncen Doctor Camrnemorative 

2D’The Bicenlenninl Era: 

i ‘-- :- - .__ 
13 Green 15691 ---~ ~. _--, 

191.691 6/30/76 Dallas TX 

111-611~ 8/6//6 I I,,ncoch MA Ilr:d 11861 
123 643 g/10//6 Iicrnpsre;~d NY Aed (Warm) 
141 641 10/15/76 Los AII!+S CAL 13 Gren~(3551 

- 
-- 

- 
- 



I ITEM I I INK COLOR 
NAME i- NUMBERS 1 ATE -VOCATION --I -DENoM. PMS NUMBi% 

31 Gall Conmwmorative 161-162.661-662 Blue. Black, Green .~. 
32 Octagon ‘A&h NowProW 

,. ,-- 
-33 Enctgy Conservation ISpac~el issue1 Comm 

34 ~“ergy O<velopment ISpecial IssueI C&n 

35 Ew’e ‘9: __. . ._._... 
.36 Uncle Sam 

lAl-lA2-6Al-6A2 

” 37 ‘Auth NonPlofil’ thXangle 

38 16 Cent USA Revalued 

--3g Avto’kecing Commemotstive 

4&,erty Tree 13 Cent Revalued 

4, “AuthNon-&fit’ Rectangle w/rounded Corners 106-107-606-607 _ .~~ .~ ..-.- 

15 Elack.Redl1951.81ue~3001 -- 
15 Brown 

42’Veter&ry Medicine Commemorative 

43,Olympic Soccer Commemorative 

44 Bicy& Commemorative __~ ___.~_ .~ I- 
45 Violin * Auth Non-Profit’ 156-l 57-656-657 

46 Ametica’s Cup Com”MmOIetiVe .~.__ ~. 

__. 
3.1 Blue 13001 

15 Grav14041.Black.Brow”l1541 

Red&ck,Greenl3611 

.- ~~__ 
15 Red (1991 Blue 13011 

I 
47 Hwwvbee Commemorative 

48 Eagle ‘8’ 

49 New Star 
50 Blinded Veteran CommemOretlVe -. .___- ..-.. 
51 (Eagle ‘C’ 

521Capitol Dome 

53 ‘Auth Non-Profit’ 

161.182:661-662 

171-172-671-672 

124.624 

131-132-631-632 

15 ~,Yelluwll~9lGr~364~8,” (471) _~~~- .._ 
BllBl ,Purple 12581 

18 

--18 

;Blue (3011 

iRed l2OOl. Blue 13011 

Cl201 IBrown 1471) 

20 ;P”rple I2151 

5.9 ;eioE(4Zo,~. 
20 IBlue(293~Rodl200lEleck _..- -.--... 
20 I Purple 12661 Black 

?O__1Blui I2931 _-- 
,176.177-676-677 

.- 

63~oid lr&sid~& ‘Auth Non-Proiit’ ..~. ___ --___ ._ .~ - ,-_-__- 
64 Precanceled Bison 

(S& 26 U&&ermarksd - 
65 Mayllower ‘Auth Non-ProfIt’ 

._~ 

l15lPlnlll6IPndl : 3121167 Washington OC 

3/22/66 Washi”g;& OC El251 Blue. Black 

66 Tlrirlre” Sti>r HH ..~. _~ ~~~. ~~~~ 
,T,,i,,nerr St,11 500 2151-2152-2651.2652; 3/2G/66 Star MS 25 Eluo. Red 

.~ 

- 

- 



I ITEM INK COC( _. ..- 
NAME I NUMBERS OATE- LOCATIoN oEN0Ml PMS NUtit., 

69 Pcnalfy Mail (Official Maill 121 IO-2112 4llllB6 :Washington DC ( 25 Blue, Black 
%!Savings Bond f&i-embozsadlptain lop flap 2108/PInl-2109(Prld) 4/l 1 I66 Washington DC 

-71 Constellation ‘Aulh Non-Profit’ 

-- 72 Thirteen Star Double Window - Plain 

73IHolldav Snowfiake 
--.- 

.- 
74’Savings Eondlnol embossedlprtd top flap 

-751l”augulal EnvelopeI 3SxirlSet ol 6 

Postmarked with 1st Day Cilies: Greenwich CT Huntington IN - Indianapolis IN Kennebunkport ME Mil 

56‘ 13 Star Philatelic Commemorative 19 
~_. -~- 

2121.HH2120 3/10/89 lCleveland OH 

-77 DOD 13 Sta;-&I;&~~----~ 21641Pln)-2 1651Prtd) 6114189 :INo Ceremony1 

76 I3 Scar Security R9 2154 HH2155 Reg 

19 Love rs- 
~__.. 

60 VA Sta~~Loftary 13-!&r 2nd 

lone.tima 

81 AZ Security #Q lspecial window) 2156 -__... 
EZ(Space Station Hologram Y9 

~fJ3!13 starzacurity (19 
.-__ 

2159 Win 

-64fPassport 
.-~~ 

2144 ..__ 
2145 3/l 7/90 Washington DC 

2140 7/4/90 Washington DC 

2149 714190 Washington DC --.-~~ 
:2174 HH2172 : g/9/90 lGrean Bay WI I 

65 +I!% I2931 Black 

,;. _. -jEfye Blue 12931 12931 Black Black -. 

--’ Hologram Pelt h 

I +- 
--- 

Smgle Star/USE 500 

901’F’ Savings Bond lnot embossed1 .~_.~... 
91 IPenalty Mail l~llicial Maill _--. .._.~ .~~ 
92.DOD Single Star IRegularl -_ __ 
93’Savings Bond (ndt embossed) 

94 Birds On A Wire ‘Auth Non-Prolit’ 

95 Love HH 

Love 500 

96 Single Star Security U9 HH 

,Single Star Security #9 - 500 ~.~__ 
97,Arirona Security ISpecial window envelopeI 

96DOb Single S&L (Windowl 

- 99 Magazine Industry 
I --- -~..-- 

100 Country Geese 1#6-3/4l 

101 Country Geese 1UlO) 

102 slxlce st3t1un fiolnyram 
103 wcs,,:,,, ArlrHr,c;!“il 

104 :Prr>tect the Etrviro~~~nar~flll~ll~brandia flower-HII 

~--~i-2i~-2-2641-2642’ 

l/22/91 WashingIon 

1177fgl Washington DC _ -.~~ 
:lahoma Citv OK 

2176.2668 

2175 - HH2166 

12676 HH2675 11 /E/91 {Vriginia Ltaactr VA 

‘2192 HH2193 l/21/92 Uiginia Beach VA 
7176 HHZl77 i l/21/92 Vqania Beach VA 

12123 tiH2124 

12183. HH7lES 

29 Blue 12931 Red 11651 _.--. 
Fl29l Blue 12931 Black (999) 

29 Blue 12931 Black 19991 

29 Blue 12931 Red I1651 

29 Blue 12931 Black 19991 

11.1 BlueI fled (1661 
.- CarmineRosel2131Purplel259~ 

__- 
- 

29 Env - A&lope Bllie 

j .-.-- ~.... _ 
29 !Bluel26E1Red 11661 

29 .I ~-.19 ‘Blue (260) Red I1 661 

--- Blue (293) fled (1651 

I 29 BlackVellowBlueRadGreen 

- 29 Blwzl5491Yellowll221 .~. 
29 Blue(549lYellowl122~ 
29 Gree; 1369.denoml 
29 Larter&lreddish ElIPatch - 



I INK COLO I ITEM 

NUMBERS I >-Ale 7.’ LOCATION 

!143 1 5/l 7/92 !Las Vegas NV 

DENOM. 1 PMSNUtiB. 

19.8 Red(lE61Blue(26BI 

.’ 52 Red~032lBlue 10721 

75 --... Redl032lBlus~072l__ ,-_ 

.,-- _-.- 
NAME 

105:Bu1k Rate Star 

‘lOfl’%ericans wth Disabilities - HH 
_-_- 

iAmer~cans with Disabilities . 500 _ ..~ -. 
109 Kitten-. 

l-10 Foatball Iembossed) 

i 11 ‘Em Olb Glory 
-~ ._.. 

1 li Lib& Bell --HH 
..~.____... 

- 
Lib& Bell - 500 

ii3 000 L&any Bell 
--- .~-~ 

114 Graphic Eagle Bulk Race (Nondenominated) 

115 lShG;p ‘Auth Non-Pfotil’ INondenominaIed) - 

116!Penalty Mail (Ollicisl Mail1 

” 121~1996 Paralympic Games - 

!144 

L145 

7/iO/92 /Washington DC 

7/10/92 Washington DC -. ..- 

7/22/92 Waihington DC 

10/l 193 King of Prussia PA 

g/17/94 Canron OH 

!194-2679 - 

!lSl-2676 

!lS!i. HH2196 

!16B - HH2169 

1101-2102-2625-2629 

__~.. -- ___.__. .- 
29 Blue Red 

29 Purple(26jjBiuei297lCyan 81; -. 
29 Brown. Black1 

Value 10 Bluel2931Rsd11931 

Value 5 Brownl4921Green~6621 --~ 
32 Blue 1293) Black 19991 

- 
1198 - HH2106 

ti 15 - HH2105 

4/20/96 Chicago IL 

5/S/96 Atlanla GA 

--. 

i 1 , 



i/-q-T-- 1 _ NnME - - - _- -. g?!grs -. 
/ _.. - -. _ - - -. - _. - _ - __~ _ - _ _ - _ _- _ ).- .- 

-; I ‘“““““I J_y”.-L ~-~~~ 
- -~ _- _ ._ .__ J- _, _~ _ _ - _ .I -_ --, _j __ _ i- _ -. .- __ _ ._ _ _ t _ _ -. - - . 

- -1 
- - - - -- -1 _ -. . - -_-. _ _ _ ,_ _. _ ._ - - .-, -., -. - -- .- - ~-- - - I-- _ --__ i _ _ __-- _ c~ _-~- .___ - _ -.- .--~- ~--. -- -. ~i~~-~-~-ei--.-m, _ _ - _~ - -. ~- _ _ _ _ _ - - - ) 

- ADDITIONAL- i~FoRMiiTibN ONENVELOPES USED FOR PROMOTIONAL PURPOSES AND OTHER MISC INFO: _ -.- -. -.. 

- 
-. - _ I-i .-_ _ _ _ ~_ I ~_ 1 -1. _. _~ - 

(1) OCT-85: 22-CENTBISON USE0 TO ADVERTISE AVAILABILITY OF THE BISON ENVELOPE _ _ _ _ _~ _ _ ._ r~ - ~- - - -I -~ - r -~ ~_ I_ -~~-~~_~ _ I-~ _.._. ._-- .___._ - _ 
OLYMPlJ GAMES PRODUCTS 

1~1 _ -~_. 
._. _ -- .~~_ - - 

-~~-~~- ~- - _~ _.~~I 
ORDERS WER&PVAlLABLE - FIRST ORDERS _ ~_ -. _~ _ _. _ _ ,- .~.- 

(COMPVTER PROCESSING STARTED IO/891 - ~_ ,- _ -._ ,- .- _ -..- - -. ~- 

-~~~- -~-~ -“- 
L ~~_ _ _.._~ A _~~_ I- ~___ ~_~ Lo ~_,. _.L ._ .-, -~,_ - -..-~~ 

(51 199~~PRlNTED STk%D ENVELOPE CARD-PIPE ORDER FORM INCLUDED IN BANDED ENVELOPE PACKETS OF ITEMS 

~-’ -. 2159 13-ST&E A% 2i40 S~AC~STfilOr;r?rO~G6AM - --- - 
T 

- - -. - - .- 
_1 _ ~_ _~ _ -, _ _ _.~ _ ~_~ ._ __ _I __.~~_.,.-I _ - -~.-.~- .- - - 

1 (‘jl NOV 91: SAk%‘lE%-CGTLtiVk-EN%LOPES F’RINTE_D WITH WORD SAMPLE AN0 OBLITERATION BARS THROUGH _ _ - - - -..- -. - ~- - .- ~~~~-. 
D%NOtiNA-iibN:AV~iLAtiCE i‘ii Pti;iiATkIC %Li+?LLMENT SERVICE CENTER ONL? #EMS2187 c26TI) kR COLLECTOR_ _ _~ _ __ ~_ 

, 
~-, - _~ L~.I. .~_ , _ - -; - - 

- - ~-~. -a - ._ _~ _... __ ~-~ ~- - - -~ - 

-~ -. -~~ -- --- 

_ - - ~-, - .- - - 

_ -~ 
(9) 12/16/9c29-CENT SINGLE STAR USED TO . _ _~ ._ ._ _ _~ . . 

-/__ _ _ _. _ _ _ .~_~. _ .- I~. _ _ _ _ _ I-~ - .-I~ 
(101 MAR 95. 19.8.CENT SINGLE STAR BULK RATE ENVELOPES MAILED TO CURRENT 

c?- C%TOM@-SEtilCE ~~ii DATA PtiOCE%SItik F~~NCT~ON~ Tfi P!%LA?ELICfUL?lLLMENT SERVICE CENTER AND THEN ___ _ -.- - 
ADDITION oFSHIppiNG ~NL~HAN~LING CHXRGES - - 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBP/USPS62 Provide a listing for each of the following services indicate (sic), 
1. the rate being proposed; 2. the cost for providing the service for the proposed 
rate, 3. the cost coverage percentage for the proposed rate, 4. the present rate, 
5. the cost of providing the service for the present rate, and 6. the cost coverage 
percentage related to the existing rate: [a] Fee Group C - PO Box size 1, [b] 
size 2, [c] size 3, [d] size 4, [e] size 5, [fj Fee Group C-Caller Service, [g] 
Certified Mail [also provide data for pre-MC96-3 rate], [h] Return Receipt, [i] 
Return Receipt for Merchandise, b] Return Receipt issued after mailing, [k] 
individual Certificate of Mailing, [I] Special Handling, [m] Single Stamped 
Envelope, [n] Single Hologram Stamped Envelope, [o] Plain box of 500 
stamped 6-3/4 size envelopes, [p] size 10 envelope, [q] processing and 
handling a stamped card, [r] processing and handling a post card, and [s] fee 
for the stamped card itself. 

RESPONSE: 

In all but parts g, I, and s, I am providing information related to implicit cost 

coverages, rather than a cost coverage, which applies to an entire special 

service or subclass of mail 

a) 1) See USPS-T-39, page 59 

2) See response to DFCIUSPS-T39-1 

3) See response to DBP/USPS62(a)(2). 

4) See response to DBP/USPS62(a)(l) 

5) See response to DBP/USPS62(a)(2) 

6) See response to DBP/USPS62(a)(2) 

b) 1) See response to DBP/USPS62(a)(l), 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-62 Continued 

b) Continued 

2) See response to DBP/USPS62(a)(2). 

3) See re’sponse to DBP/USPS+2(a)(2). 

4) See response to DBP/USPS-62(a)(l). 

5) See response to DBP/USPS+2(a)(2). 

6) See response to DBPIUSPS62(a)(2). 

c) 1) See response to DBP/USPS62(a)(l). 

2) See response to DBP/USPS62(a)(2). 

3) See response to DBP/USPS62(a)(2). 

4) See response to DBP/USPS-62(a)(l). 

5) See response to DBP/USPS62(a)(2). 

6) See response to DBPIUSPS-62(a)(2). 

d) 1) See response to DBP/USPS-62(a)(l). 

2) See response to DBPIUSPS-62(a)(2). 

3) See response to DBP/USPS42(a)(2). 

4) See response to DBPIUSPS62(a)(l). 

5) See response to DBP/USPS62(a)(2). 

6) See response to DBPIUSPS62(a)(2). 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-62 Continued 

e) 1) See response to DBP/USPS62(a)(l). 

2) See response to DBP/USPS62(a)(2). 

3) See response to DBP/USPS62(a)(2). 

4) See response to DBP/USPS62(a)(l). 

5) See response to DBP/USPS82(a)(2). 

6) See response to DBP/USPS62(a)(2). 

f) 1) See USPS-T-39, page 59. 

2) See LR H-l 07, page 11. 

3) 181 percent 

4) See response to DBP/USPS62(f)(l). 

5) Assuming the same cost from USPS LR H-107, the current cost would be 

$304.50 per year. 

6) Assuming the same cost from USPS LR H-107, the current cost coverage 

would be 148 percent. 

g) For the pre-MC96-3 fee, see Docket No. MC96-3, USPS-T-8, p, 58. 

1) See USPS-T-39, page 26, Table 5. 



9932 

RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBP/USPS-62 Continued 

g) Continued 

2) See USPS-T-39 WP-17 (revised August 22, 1997) page 1, column 3. 

3) See USPS-T-39 WP-17 (revised August 22, 1997) page 1, column 5. 

4) See response to DBP/USPS62(g)(l). 

5) For the Test Year Before Rates the cost is 338,734,OOO 

6) For the Test Year Before Rates the cost coverage is 121 percent. 

h-k) Answered by witness Plunkett. 

I 1) See USPS-T-39, page 81, Table 14. 

2) See USPS-T-39, WP-17, page 4, column 3. 

3) See USPS-T-39, WP-17, page 4, column 5. 

4) See response to DBP/lJSPS62(1)(1). 

5) For the Test Year Before Rates the cost is 1,272,OOO 

6) For the Test Year Before Rates the cost coverage is 34.7 percent 

m) 1) See USPS-T-39, page 92, Table 16. 

2) See USPS LR H-107, page 55. 

3) See response to DFCIUSPS-T39-19. 

4) See response to DBP/USPS62(m)(l) 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SER,VICE) 

DBPklSPS-62 Continued 

m) Continued 

5) Assuming the same cost in USPS LR H-107, see response to DBP/USPS- 

62(m)(2). 

6) Assuming the same cost in USPS LR H-107,~see response to DBP/USPS- 

62(m)(3). 

n) 1) See response to DBPIUSPS62(m)(l). 

2) See response to DBP/USPS62(m)(2). 

3) See response to DBP/USPS62(m)(3). 

4) See response to DBP/USPS62(m)(l). 

5) Assuming the same cost in USPS LR H-107, see response to DBPIUSPS- 

62(m)(2). 

6) Assuming the same cost in USPS LR H-107, see response tc DBP/USPS- 

62(m)(3). 

o) 1) See response to DBP/USPS62(m)(l). 

2) See response to DBP/USPS62(m)(2). 

3) 95 percent 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS62 Continued 

o) Continued 

4) See response to DBP/USPS62(m)(l). 

5) Assuming the same cost as presented in USPS LR H-107, see USPS LR 

H-107, page 55. 

6) Assuming the same cost as presented in USPS LR H-107, g1 percent. 

p) The answers to these subparts were answered going under the assumption 

that you were referring to a plain box of 500 regular stamped 10 inch size 

envelopes: 

1) See response to DBP/USPS62(m)(l). 

2) See response to DBP/USPS62(m)(2). 

3) 101 percent 

4) See response to DBPIUSPS62(m)(l). 

5) See response to DPBIUSPS62(o)(5). 

6) Assuming the same cost as presented in USPS LR H-107, 105 percent. 

q) 1) See USPS-T-32. 

2) See Exhibits USPS-30A&B. 

3) See response to DBP/USPS62(q)(2). 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SER,VICE) 

DBPIUSPS62 Continued 

q) Continued 

4) See response to DBP/USPS62(q)(l). 

5) See response to DBP/USPS62(q)(2). 

6) See response to DBP/USPS62(q)(2). 

r) 1) See response to DBP/USPS62(q)(l). 

2) See response to DBP/USPS62(q)(2). 

3) See response to DBPIUSPS62(q)(2). 

4) See response to DBP/USPS62(q)(l). 

5) See response to DBP/USPS62(q)(2). 

6) See response to DBP/USPS62(q)(2). 

s) 1) See USPS-T-39, page 87, Table 15. 

2) See USPS-T-39, WP-17, page 4, column 3. 

3) See USPS-T-39, WP-17, page 4, column 5. 

4) See response to DBPIUSPS62(s)(l). 

5) Assuming the same cost as presented in USPS LR H-107, see response 

to DBP/USPS62(s)(2). 

6) Not applicable, since there is presently no fee revenue. 
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RESPONSE OF WITNESS NEEDHAM TO 
FOLLOW-UP INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBP/USPSSCl Clarify your response to DBPIUSPS-38 subpart e. (a) Is there 
any appropriate security provided for insured mail which can have an insurance 
value of $5,000? (b) If so, explain the nature of it. 

RESPONSE: 

a&b) Given the context of DBPIUSPS-38, I assume you are referring to 

registered mail with a value of $5,000. The security can vary by office, and 

might be greater for a registered item with a $5,000 value compared to one of a 

lesser value. See Tr. 3l708-713. 
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RESPONSE OF WITNESS NEEDHAM TO 
FOLLOW-UP INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SEFLVICE) 

DBP/USPS-B4 Your response to DBPIUSPS-60 subpart e requires clarification. 
Provide examples of the security measures that may be utilized and also ,any 
reference to regulations or Headquarters memoranda [provide copies] on’the 
topic. 

RESPONSE: 

. Please see the attached institutional response to an interrogatory from Docket 

No. MC96-3. 
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ATTACHMENT TO RESPONSE TO DBPlUSPs bol 84, p.1 

PsECEIYED 9938 

BEFORE THE 
POSTAL RATE COMMISSION Nov 4 4 46 Pi-i ‘96 

WASHINGTON, D.C. 20268-0001 p35r>: fi,.ir p::: ‘.‘;:J! 
OFFICE Ci Iki CiL?llAi;l 

SPECIAL SERVICES REFORM, 1996 Docket No. MC96-3 

R.ESPONSE OF UNITED STATES POSTAL SERVICE 
TO PRESIDING OFFICER’S RULING MC96-3/22 

AND INSTITUTIONAL RESPONSE TO INTERROGATCRY 
DBPIUSPS-T3-19 SUBPARTS (e) THROUGH (i) 

AND (q) THROUGH (w) 
(November 4, 1996) 

Presiding Officer’s Ruling MC96-3122, issued on October 25, 19!36, denied three 

motions and partlally granted the fourth. This responds to the partial grant of the 

motion to compel responses to interrogatories DBP/USPS-T3-19 parts (e) through (i) 

and (q) through (w). Specifically, the Postal Service was ordered to respond “to the 

extent described in the body of this ruling.” Ruling at 9. 

The body of the Ruling more specifically states, at pages 6-7: 

Accordingly, the Postal Service is directed to provide an institutional 
response to Mr. Popkin’s request for copies of any general guidelines 
that govern the decisions of local postmasters to set hours for access to 
box sections, or to provide box holders with keys to postal lobbies. To 
minimize the burden on the Postal Service, it is directed to examine 
administrative manuals that have nationwide applicability to postmasters 
for such guidelines. It is also directed to ask the postal manager most 
directly responsible for national box rental policy and programs to 
identify any such guidelines of which he or she is aware. Finally it is 
directed to ask the Postal Inspection Service ofiicial most directly 
responsible for security policy and programs for postal lobbies 
nationwide to identify any such guidelines of which he or she is aware. 

Counsel for the Postal Service discussed this matter with the identified managers 

and other appropriate personnel, and also conducted additional research. Only two 

regulations responsive to the ruling have been identified, and they are quoted in their 

respective entireties below. 
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ATTACHMENT TO RESPONSE TO DBP/USPS-84, p.: 

-2- 

Both regulations appear in the Postal Operations Manual (POM).’ The most 

recent issue is da,ted August 1, 1996, although the distribution pipeline apparently is 

not well .tilled so copies are not yet widely available.’ 

POM section 124.2, Admission to Postal Property, has subsection 124.22, 

Idenfification, which provides in pertinent part: 

Except as otherwise ordered, properties must be closed to the public 
afler normal business hours end. 

POM section 126.4, Retail Hours, contains subsection 126.44, Lobby Hours, 

which provides in pertinent part: 

As a minimum, customers must have access to their post ofice boxes 
during all retail service counter hours. Normally, separate post office 
box lobbies should remain open when someone is on duty in the postal 
unit. At the postmaster’s discretion, when no on is on duty, lobbies may 
remain open to allow customers access to post office boxes and self- 
service equipment, provided that customer safety, security provisions, 
and polifce protection are deemed adequate by the Inspection Service. 

These sections are consistent with the Postal Service’s previous statements to 

the effect that hours of operation of postal lobbies are inherently a lotcal matter, 

’ The re-issued POM was the culmination of several years of effort begun by the re- 
writing of the Domestic Mail Manual (DMM) effective with Issue 46. Some regulations 
were moved into the Domestic Mail Manual Transition Book, with the expectation that 
they would emerge in the new POM (the next most recent version of which dates 
from 1964). The new POM thus completes the initiatives begun when the DMM was 
reorganized, It is available from Materiel Distribution Centers. 

2 Copies have been ordered, but not yet received. This response is based upon a 
review of the single copy now available in the Postal Service library. 
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Respectfully submitted, 

UNITED STATES POSTAL SERVICE 

By its attorneys: 

Daniel J. Foucheaux, Jr. 
Chief Counsel, Ratemaking 

/( 97 /L/L 
Kenneth N. Hollies 

CERTIFICATE OF SERVICE 

I hereby certify that I have this day served the foregoing document upon all 
participants of record in this proceeding in accordance with section I;! of the Rules of 
Practice. 

IPA g/L 
Kenneth N. Hollies 

475 CEnfant Plaza West, S.W. 
Washington, D.C. 20260-1137 
(202) 268-3083; Fax -5402 
November 4. 1996 



RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 9941 
INTERROGATORY OF DAVID B. POPKIN (REDIRECTED FROM THE UNITED 

STATES POSTAL SERVICE) 

DBP/USPS-101 : Refer to your response to subpart I of DBP/USPS-37. [a] It 
appears that only 46% of those claims I3493 divided by 16031 that Iwere filed 
have been paid by the Postal Service. [a] What were the reasons that the 
remaining 54% of the claims were not paid? [b] Provide a revised table showing 
the addition of the following column, “Total Amount Claimed”. [c] \nJith respect 
to a dollar amount of claims requested, what percentage were paid? 

RESPONSE: 

a. Reasons for rejection of Registered Mail claims include: 

Addressee acknowledges receipt 
Airline charges - some charges payable 
Article delivered as addressed 
Article delivered on return 
Article received/no exception 
Claim 1000 returned to customer 
Claim canceled per information submitted 
Claim filed after 1 year 
Claim previously paid 
Damage claim filed late 
Delivered on return to sender 
Delivered to authotlzed agent: business 
Formal letter created 
Inquiry only/original claim sent to Post Office 
Lost personal check/stop pay charges 
Lost securities/reissue charges 
Money order issued: variables 
No cooperation of the addressee 
No cooperation of the mailer 
No damage - customer retrieved article 
No damage without carton damage 
Official 30 day letter - no cooperation 
Official mailing - Not insured 
Properly delivered 
Properly delivered/variable 
Registered uninsured 
Replace postal money order 
Rifled/damaged article not inspected 
Wrapper and carton not examined 



RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 3342 
INTERROGATORY OF DAVID B. POPKIN (REDIRECTED FROM THE UNITED 

STATES POSTAL SERVICE) 

b-c. The Postal Service does not retain data on the amount claimed once the 

claim has been resolved. 



. 
9943 

RESPONSE OF POSTAL SERVICE WlTNESS NEEDHAM ‘TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(REDIRECTED FROM WlTNESS LION) 

OCAIUSPS-T24-88. Please refer to Docket No. MC96-3, rebuttal testimony of 
witness Taufique (USPS-RT-2) at page 14. 

a. Witness Taufique states, The Postal Service acknowledges that a ‘one price 
fits all’ approach may not be the most efficient method of pricing post office 
boxes.” Please confirm that this statement continues to reelect the views of 
the Postal Service. If you do not confirm, please explain. 

b. In Docket No. R97-1, please explain how the Postal Service has reduced its 
reliance on a “one price fits all” approach in developing fees for post office 
boxes. 

c. In Docket No. R97-1, please explain how the post ofice box fee proposal has 
taken differences in costs and demand into account. 

RESPONSE: 

Please see my response to OCAIUSPS-T39-19. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(REDIRECTED FROM WITNESS LION) 

OCA/USPS-T24-89. Please refer to Docket No. MC96-3, rebuttal te$!imony of 
witness Taufique (USPS-RT-2) at page 14. Wtness Taufique states,, 

A comprehensive consideration of the demand, supply, and cost 
difference of post office boxes could evolve into local adjustments to 
prices at each facility depending upon market factors. 

a. If “local adjustments to prices at each facility” would present administrative 
burdens to the Postal Service, what options short of local adjustmlents would 
reduce Postal Service reliance on a “one price tits all” approach to pricing 
post office boxes. 

b. For any options identified in response to part a. above, please explain 
whether and how those options were addressed in the Postal Service’s post 
oftice box fee proposal in Docket No. R97-1. 

RESPONSE: 

Please see my response to OCA/USPS-T39-20. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
lNTERROG,ATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

(REDIRECTED FROM WITNESS LION) 

OCAKJSPS-T24-92. Please refer to the supplement to LR-H-188, Workbook 
“Cost98,xls,” Sheet “Unit Costs.” 

b. Please confirm that the post office box fee for all box sizes in Fee Group E is 
$0. If you do not confirm, please explain. 

c. Assuming the same cost coverage for post office boxes in the TYEIR, please 
confirm that post office box fees in Fee Groups A, B, C and D are higher than 
they otherwise would be in order to cover the attributable allocated costs of 
Fee Group E. If you do not confirm, please explain. 

d. Please confirm that boxholders paying Fee Group E fees, i.e., $0, are 
generating costs which are paid for by boxholders paying Fee Group A, B, C 
and D fees. If you do not confirm, please explain. 

f. Would it be more consistent with the policy that mailers pay the delivery 
costs of carrier delivery (rather than recipients) if Fee Group E costs were 
paid for by all mailers and not other boxholders alone? Please explain fully. 

RESPONSE: 

b. Confirmed 

c-d) Not confirmed. The fact that a fraction of the boxes are free is taken into 

account when the appropriate cost coverage proposal is determined. I 

consider the proposed cost coverage to be low. The cost coverage without 

the Group E costs included would still be low: 

(683,362,079/(595,853,640-33,269,251)) = 121.5 percent 

f. The Postal Service believes it is indirectly making mailers, rather than 

recipients, pay Group E box costs by holding down the wst coverage for post 

office box and caller service below what it would be absent these costs. See 

my response to OCAIUSPS-T24-92 (cd). 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAhil TO 
PRESIDING OFFICERS INFORMATION REQUEST NC. 5 

2. Please rec,oncile the FY 1996 volume for Certified Mail (269,730,120 
transactions) listed in USPS LR-H-145, “FY 1996 Billing Determinants,” 
Section K, Table I, with the FY 1996 volume for Certified Mail (270,832,OOO 
transactions) listed in FY 1996 RPW (revised 4/18/97). 

RESPONSE: 

The FY 1996 billing determinant volume for certified mail includes incoming 

certified pieces (260,108,209), incoming certified agency pieces (7,706,567), 

incoming certified congressional franked pieces (0), and certified USPS pieces 

(1,915,344), equaling 269,730,120. The FY 1996 RPW Report does not include 

the USPS pieces, but does include return receipt for merchandise v’olume 

(3,017,237). 

-. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 5 

3. Please identify the source of the FY 1996 COD transactions shown in column 
1, WP-5, USPS LR-H-206, “Diskettes of Witness Needham’s (U!jPS-T-39) 
Testimony and Workpapers.” 

RESPONSE: 

The “FY 1996 C.O.D. transactions” in WP-5 are from the FY 1993 C.O.D. billing 

determinants. Please see the attached revised workpaper which uses the FY 

1996 billing determinants. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
PRESIDING OFFICER’S INFORMATION REQUEST ND. 5 

4. Refer to USPS LR-H-206. “Diskettes of Witness Needham’s (USPS-T-39) 
Testimony and Workpapers,” WP-15, “Stamped Envelopes Test Year 
Volumes and Revenues.” 

a. Please explain why the TYAR volume (25605,102 envelopes) for Printed 
6 % Regular, Window, Precanceled Regular and Precanceled [sic] 
Window [sic] is different from the TYBR volume (26,033,975 envelopes). 

b. Refer to column 4. Please explain why the number of Test Year box lots 
for Plain 6 % banded (62,713 boxes) and Plain 10 banded (87,699 boxes) 
envelopes are calculated by dividing the number of total env’elopes by 50, 
rather than 500. 

c. Refer to column 1, which lists FY 1996 total envelope sales adjusted to 
account for the difference between GFY 1996 and PFY 1996 workdays. 
Please explain why Plain 10 inch Hologram FY 1996 total erivelope sales 
(11,889,500 envelopes) is the only number in this column that has not 
been multiplied by the ratio of GFY 1996 workdays to PFY 1996 
workdays. 

RESPONSE: 

a. The test year after rates volume was incorrectly calculated by multiplying the 

test year before rates volume by the before rates volume factor (test year 

before rates volume divided by the base year volume). The calculation 

should have been the base year volume multiplied by the test year after rates 

volume factor (test year after rates volume divided by the base year volume). 

The resulting test year before rates volume and test year after rates volume 

are the same, as presented in the attached revised workpaper. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
PRESIDING OFFICER’S INFORMATION REQUEST ND. 5 

4. Continued 

b. The total number of banded stamped envelopes for the 6 % inch and 10 inch 

sizes should have been divided by 500 instead of 50 to calculate the number 

of box lots. The attached revised workpaper reflects the corrections. 

c. When the plain hologram volume was extracted for purposes of a proposed 

separate fee, the adjustment from PFY to GFY was inadvertently omitted. 

The correct volume is 12,363,357, as presented in the attached revised 

workpaper. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 5 

5. Refer to USPS LR-H-206, “Diskettes of Witness Needham’s (USPS-T-39) 
Testimony and Workpapers, “WP 9, “Parcel Airlift Test Year Volumes and 
Revenues,” column 5. Please explain why the Library Rate TYAR volume 
(28,728 units) is excluded from the total TYAR volume for Primary Services 
(1,009,913 units) used to forecast Parcel Airlift Mail TYAR volumes. 1 

RESPONSE: 

The test year after rates Standard Mail B volumes used in calculating the test 

year after rates parcel airlift volume were entered into WP-9 one line below 

where they should have been entered. Since the library rate volume is the last 

entry in this group of volumes, the addition of this volume was omitted in the 

equation for the total Standard Mail B volume. The revised total Standard Mail B 

volume is 1038.64053 which represents the 1009.91296 total without the library 

rate volume plus the 28.728 library rate volume. With respect to parcel airlift, the 

Standard Mail B volume revisions result in a new total test year after rates parcel 

airlift volume of 73,283 and a revised corresponding revenue of $76,447, as 

shown in the attached revised workpaper WP 9. 

9952 
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9954 

RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 5 

6. Refer to USPS LR-H-206, “Diskettes of Witness Needham’s (U!SPS-T-39) 
Testimony and Workpapers, “WP 8, “On-Site Meter Settings Test Year 
Volumes and Revenues.” Please show, step-by-step, the calculation of the 
number (0.52932) entered in the cell named “RATIO” which is located,at 
A038 on the spreadsheet “onsmeter.wk3.” 

RESPONSE: 

No calculation of this number is available. The number 0.52932 was first used in 

Docket No. R,90-1 and was an adjustment based on an anticipated overall 

volume decline given the introduction of first and additional meter fees, as 

opposed to one fee for meter company settings. Given the available data, the 

meter setting volumes were adjusted by the same factor in Dockets No. R94-1 

and R97-1. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 5 

7. Refer to USPS LR-H-206, ‘Diskettes of Witness Needham’s (USPS-T-39) 
Testimony and Workpapers, “WP 13, “Special Handling.’ Please identify the 
source of the FY 1996 Primary Services volumes for Special Rate (190,072 
pieces) and Library Rate (30,191 pieces). 

RESPONSE: 

The source of the FY 1996 volumes for special rate and library rate underlying 

the special handling workpaper, as filed, is an early version of the FY 1996 

volumes. The special rate and library rate volumes in this workpaper were not 

updated to reflect the final numbers. I am now correcting the special rate 

volume from 190,072 to 189,793 pieces and the library rate volume from 30,191 

to 30,133 pieces, to reflect the billing determinants (LR-H-145 at H-4, H-5). The 

resulting total test year before rates special handling volume is conected from 

74,598 to 74,625, and the total test year after rates special handlinE volume is 

corrected frorn 68,899 to 68,926. The total test year before rates revenue is 

corrected from $441,631 to $441,784 and the total test year after rates revenue 

is corrected from $1,309,676 to $I,31 0,158. A revised workpaper WP 13 is 

attached. A revised summary workpaper, WP 17 (pages I, 2, and 4) reflecting 

the changes discussed in my responses to questions 3, 4, 5, and 7, is also 

attached. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS NEEDHAM 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO.7 QUESTION 19 

POIR No. 7 Question 19. Have their been any changes in the number of post 
office box renewals since the implementation of MC96-3 fees? If so, please 
provide the data disaggregated to the finest level possible. 

RESPONSE: 

No data on box renewals are available. 
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RESPONSE OF THE POSTAL SERVICE TO QUESTION OF D,AVlD B. POPKIN 
POSED AT THE OCTOBER 7,1997 HEARING 

Question (paraphrased from Tr. 3/697-699): 

Would a Standard Mail package with special handling service move cross-country 
using air transportation? 

RESPONSE: 

Generally a Standard Mail package with special handling service would not receive 

air transportation when moving cross-country. 
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Designated Interrogatory Responses 
of 

Michael K. Plunkett (T40) 



REVISED RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 
INTERROGATORIES OF DAVID B. POPKIN 

DBP/USPS-29 [a] Confirm, or explain if you are unable to do so, that Section 
822.112 of the Postal Operations Manual requires that the clearing cl’erk must evaluate 
all return receipts that have been turned in to ensure that they are properly completed. 
[b] Would it be reasonable to &xpect the clearing clerk to check to ensure that the 
Return Receipt has been properly signed? [c] Would it be reasonable to expect the 
clearing clerk to check to ensure that the Return Receipt has i:he name of the 
addressee printed in addition to the signature? [d] Would it be reasonable to expect 
the clearing clerk to check to ensure that the Return Receipt has the correct date of 
delivery entered on it? [e] If there are any instances where the relum raceipt is not 
given to the clearing clerk on the date of delivery, explain how the clearing clerk would 
be aware of the date of delivery? [fl Would it be reasonable to expect the clearing 
clerk to check to ensure that any requirements for restricted delivery have been 
complied with? [g] Would it be reasonable to expect the clearing clerk to check to 
ensure that any requirements for notifying the sender of a new address have been 
complied with? [h] Would it be reasonable to expect the clearing clerk to check to 
ensure that any requirements for notifying the sender that there is no new address 
[namely, the box has been checked to show this] have been complied with? [i] What 
corrective action should the clearing clerk take if in evaluating a return receipt it is 
noticed that 1. the card is not properly signed, 2. the name of the person signing has 
not been properly printed, 3. the correct date of delivery has not been shown, 4. the 
restricted delivery requirements have not been complied with, 5. a new address has 
not been provided when there is one, or 6. the box has not been checked when there 
is no new address. b] Confirm, or explain if you are unable to do so, that all return 
receipts must be mailed [namely, placed into the mail stream for processing and 
transporting and delivery to the sender] no later than the first workday after delivery. [k] 
Explain why POM Section 822.112 does not require that the clearing clerk mail the 
return receipt card on the date of delivery rather than allowing it to be held until the next 
workday. [I] Confirm, or explain if you are unable to do so, that the requirements 
specified in subparts b through j will apply in all instances regardless of the type of 
addressee or the number of return receipts involved. [m] Confirm, or explain if you are 
unable to do sb, that the clearing clerk referenced ‘in POM Section 822.11 is an 
employee of the United States Postal Service. 

DBPIUSPS-29 Response: 

a. Not confirmed. POM 5 822.112 states: “The clearing clerk must check all return 

receipts to make sure that they are properly signed and dated.” 

b. In general, yes. 

c. This checking would go beyond what’s required by POM § 822.112. 

d. In general, yes. 
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ixv/JSP~- 74 L p. 3 

e. The clearing employee could be informed by the delivering employee in such cases. 

f. In general, yes. 

g. In general, this checking would go beyond what’s required by POM 5 822.112. 

h. In general, this checking would go beyond what’s required by POhd 5 822.112. 

i. For subparts 7,2,3,5 and 6, the clearing clerk should notify the delivering employee. 

For subpart 4, as indicated in POM $j 822.112, a corrected return receipt should be 

obtained from the addressee. 

j. Confirmed, based on POM 5 822.112. 

k. In some cases, carriers may be cleared of their accountable items after the final 

dispatch of outgoing mail has left the delivery unit. In addition, the return receipt 

might require corrective action. 

I. Not confirmed. Please see my responses to parts b through j. The POM does not 

provide any special procedures for different types of addresses or different numbers 

of return receipts. 

m. Confirmed, to the best of my knowledge. 

2 



RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 
INTERROGATORIES OF DAVID B. POPKIN 

DBPIUSPS-73 The response to DBP./USPS-24 subparts a, c:, g, and i, 
indicates that Restricted Delivery, Return Receipt after mailing, and the ability to 
mail at other than a post office or with a rural carrier are not available for Return 
Receipt for Merchandise. [a] What is the logic of permitting Restricted Delivery 
for all types of accountable mail other than Return Receipt for Merchandise? [b] 
Since a record of delivery is made when the Return Receipt for Merchandise is 
delivered, what is the logic for not providing the Return Receipt for Merchandise 
after mailing? [c] Is a duplicate Return Receipt available for the Return Receipt 
for Merchandise service? [d] If not, what does a mailer do if the return receipt is 
not received or is received without being properly completed? [e] What is the 
logic for requiring Return Receipt for Merchandise to be mailed at a post office or 
with a rural carrier? 

DBPIUSPS-73 Response: 

a. Return receipt for merchandise has a feature, the sender’s option of waiving 

the customer’s signature, that is unique among special services, and which is 

inconsistent with provision of restricted delivery service. 

b. Return receipts are available after mailing to serve the needs of customers 

that did not anticipate the need for a return receipt at the time of mailing, 

Thus, a necessary element of return receipt after mailing is the presence of a 

delivery record independent of return receipt service. When a return receipt 

for merchandise is not purchased at the time of mailing, no delivery record is 

created, so providing a return receipt after mailing would be impossible. See 

also response to subpart c. 

c. Yes. 

d. Not applicable. 

e. Form 3804, which is used for return receipt for merchandise service, allows 

the mailer to waive the signature requirement for the return recfeipt, and 

provides the sender with a mailing receipt. Conferral of the mailing receipt 

requires acceptance either at a retail window or through a rural carrier. 
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INTERROGATORIES OF DAVID B. POPKIN 

DBP/USPS-74 Please clarify your response to DBPIUSPS-28 subpart u in 
light of the last sentence of POM 822.111. I am interested in the transaction 
between the delivering employee and the clearing clerk as opposed to the time 
that the clearing clerk must put the return receipt in the mail. 

DBPIUSPS-74 Response: 

Carriers are required to give all return receipts to the clearing clerk daily. : 
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RESPONSE OF POSTAL SERVICE WITNESS PLUNKET-T TO 
INTERROGATORIES OF DAVID 6. POPKIN 

DBPAJSPS-75 In your response to DBP/USPSQ9 subpart a, [a] explain the 
difference between “check all return receipts to make sure that they are properly 
signed and dated” vs. “evaluate all return receipts . . . to ensure that they are 
properly completed”. [b] If there are any checks or evaluations which are not 
made by the clearing clerk, indicate what effort the Postal Service makes to 
ensure that the particular item on the return receipt is properly completed. [c] 
Who is responsible for ensuring that the requirements that are referred to in 
subparts c, g, and h have been properly followed? [d] Explain your use of the 
words “In general” in your responses to subparts b, d, and f. 

DBP/USPS-75 Response: 

a. The first phrase is limited to the signature and date, while the second phrase 

might include checking other elements of the return receipt. 

b. The employee delivering the letter bearing the return receipt, a:nd the clearing 

clerk share responsibility for the proper completion of a return receipt. 

c. See response to subpart b. 

d. In each instance “in general” is used as a qualifier. While I am agreeing that 

each of the premises presented in these questions is reasonable, I am 

allowing for the fact that, among the millions of return receipt tmnsactions 

that take place in a given year, there may be some set of circumstances, 
. 

however rare, that preclude an unqualified affirmative response. 
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RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 
INTERROGATORIES OF DAVID 8. POPKIN 

DBPIUSPS-76 In your response to DBP/USPS-31 subpart b, you were 
unable to confirm my statement. [a] Are there any situations where a delivery 
office may have an arrangement which allows for the return receipt to be signed 
for at a “later”, more convenient time? [b] Are there any situations where a 
delivery office may not have the return receipts signed for at the time of delivery? 
[c] Explain and elaborate any positive response to subparts a and! b. 

DB.P/USPS-76 Response: 

a. While agreements of this kind would appear to be contrary to the letter 

referred to in DBP/USPS-31, in some cases they may exist, especially for 

large recipients of return receipt mail. The aforementioned letter was 

intended to call the attention of all district managers to the expectations of 

return receipt customers. Follow up to the letter has focused on correcting 

specific situations that have come to the attention of headquarters delivery 

operations in which return receipts used to be signed for after the time of 

delivery. See also my response to DBPAJSPS-77. 

b. Though the letter referred to in DBPIUSPS-31 does not identify any situations 

of this kind, they may exist, especially for large recipients of return receipt 

mail. See also my response to DBPAJSPS-77. 

c. See the responses to parts a and b. 
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RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 
INTERROGATORIES OF DAVID B. POPKIN 

DBP/USPS-77 In your response to DBP/USPS-32 subparts a. and b, you 
indicate that it is a goal to achieve the signing for all accountable rnail and the 
associated return receipt at the time of delivery regardless of the type of 
addressee or the number of articles involved. [a] Elaborate what you mean by a 
goal. [b] Does this goal have the support of management? [c] Does this goal 
apply to all delivery offices? [d] Do you agree that this goal should be attempted 
to be met by all delivery offices? [e] Explain any negative response to subparts 
b through d. [fj Are there any instances existing anywhere within the Postal 
Service where the signing for the accountable mail and the associ.ated return 
receipt are, by default or by design, not completed at the time of d.elivery? [g] 
Provide details of any affirmative response to subpart f including the authority for 
and the method of delivery. [h] Elaborate on your response to the statement in 
reply to subpart b, “in some cases it is possible that the signature ,takes place 
after delivery.” [i] In your response to subpart e, you indicated that it would be 
relatively rare for multiple pieces of articles requesting return receipts to be 
addressed to a single recipient. Does this apply to various government 
agencies, such as IRS and the state tax departments, as well as other 
government agencies and large commercial organizations? [j] Confirm, or 
explain if you are unable to do so, that DMM Section D042.1.7b would place the 
requirement for obtaining the signature at the time of delivery from that of being 
a goal to that of being a regulation. [k] Does DMM Section 0042.1.7 apply tog!! 
addressees within the service area of the United States Postal Service? [I] If 
not, provide a listing of any exceptions and the authority for doing so. 

DBP/USPS-77 Response: 

a. The use of the term goal was meant to distinguish from the word requirement 

used in DBPIUSPS-32 as there is no mention of a time requirement in the 

referenced POM sections, other than to specify that return receipts must be 

mailed no later than the next workday following delivery of the attached 

article. See also Tr. 3/987. 

b. Yes. 

c. Yes. The POM applies to all delivery offices. 

d. Such is the nature of organizational goals. 

e. Not applicable. 

f. See response to DBP/USPS-76. 
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g. See my response to DBP/USPS-76. In addressing the issue of authority, it 

should be remembered that, though bound by the same set of procedures 

throughout the country, field managers exercise a considerable degree of 

autonomy in managing their operations to meet the demands of local 

conditions. As a result, there may be isolated instances where deviations 

from existing policy occur. My understanding is that when such instances 

arise, they are dealt with on a case by case basis. In some cases, this has 

led to the creation of detached mail units for the processing of high volumes 

of return receipts. Such situations may also lead to refinemen’ts in official 

policies or procedures where warranted. 

h. This phrase is used as a qualifier in this instance. While I am agreeing that 

the Postal Service’s goal is to obtain the required information at the time of 

delivery, I am allowing for the fact that, among the millions of return receipt 

transactions that take place in a given year, there may be some set of 

circumstances that precludes an unqualified affirmative response. 

i. Relatively rare does not mean impossible; the instances you cite may be the 

rare instances to which I refer. 

j. The heading for DMM 5 D042.1 uses the term “standards”. My 

understanding is that the DMM is incorporated by reference into Title 39 of 

the Code of Federal Regulations. 

k. The DMM applies to all Postal Service installations. 

I. Not applicable. 
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DBPIUSPS-78 In your response to DBP/USPS-34 subpart i, /Ia] explain why 
a mailer should be required to pay for a return receipt when it was not an 
independent proof of delivery but had been completed at a point after the time of 
delivery. [b] Clarify your response to subpart o. My interrogatory related to the 
fact that if I am often required to obtain a duplicate return receipt just to get the 
information that I was supposed to be provided with in the first place, would the 
service appear to be less valuable to me because of the inconvenience caused, 

DBPIUSPS-78 Response: 

a. DMM 5 915.1 .l describes return receipt as a service that “provides a mailer 

with evidence of delivery”, which the customer would have received in this 

instance. 

b. By way of clarification, I believe you are using the word value where I would 

use the word satisfaction. To paraphrase, your interrogatory posed a 

hypothetical situation in which a customer has a negative experience with 

return receipt, and asked if that customer would then value the service less. 

In my view, and I attempted to convey this in my response, it would depend 

on the value that the hypothetical customer placed on the service prior to 

his/her negative experience. If the sender understood all of the terms and 

conditions that apply to return receipt service, and believed that there was 

some possibility that she/he would have to obtain a duplicate to receive the 

desired level of service, then the value that they perceive in return receipt 

service may be undiminished. In my opinion, the hypothetical customer 

would be unsatisfied with the outcome of the transaction, but this does not 

necessarily indicate that the customer values the service less. Hence my 

conditional response to your original interrogatory. Indeed the growth of 
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return receipt volume over the last ten years, indicates that customers, in 

general, regard return receipt service as a very good value. 



RESPONSE OF POSTAL SERVICE WITNESS PLUNKEIT TO 
INTERROGATORIES OF DAVID B. POPKIN 

DBPIUSPS-83 Your response to DBPIUSPS-53 subpart m, r, and s requires 
clarification. [a] If I were to compare two separate services and fo’r each of the 
categories chosen to evaluate, one of the services was always equal to or better 
than the other service, why would a knowledgeable mailer choose to use the 
service which was always below or equal to the other service? [b] Please 
respond to my original subparts m, r, and s. [c] Subparts bb and cc refer to the 
rates being proposed in this Docket. The always be greater or equal refers to 
the price being proposed in this Docket. Please respond to the original 
interrogatories. 

DBPIUSPS-83 Response: 

Seem hearing transcript 3/979-984. 

a. In this case I can not think of any reason, but this example is dXferent from 

the example in DBP/USPS-53 subparts m, r, and s. 

b. I have no reason to change my responses; see transcript 31979-984. 

c. Proposed rates for Priority and Express Mail are contained in the testimony of 

witness Sharkey. My understanding is that Express Mail provides a level of 

service that is at least equal to that of Priority Mail. 
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DBPIUSPS-85 In your response to DBP/USPS-62, you indicate the words 
“excluding contingency” a number of times. Explain the significance of that. 

DBPIUSPS-85 Response: 

The revenue requirement that the Postal Service presented in Docket No. R97-1 

contains a contingency equal to 1 percent of total test year costs to allow for 

unanticipated, extraordinary expenses. The unit cost estimates I provided were 

taken directly from special services cost studies and did not include this 1 

percent contingency. 
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RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 
INTERROGATORIES OF DAVID B. POPKIN REDIRECTED FROM THE 

POSTAL SERVICE 

DBP/USPS-86 In your response to DBP/USPS-73, confirm, or explain if you are 
unable to do so, that the sender’s option of waiving the customer’s signature also 
applies to Express Mail. 

DBP/USPS-86 Response: 

See Tr. 31967. 



9976 

RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 
INTERROGATORIES OF DAVID B. POPKIN REDIRECTED FROM THE 

POSTAL SERVICE 

DBP/USPS-87 In your response to DBPIUSPS-77 - subpart g, confirm, or 
explain if you are unable to do so, that a detached mail unit is an activity which is 
operated by Postal employees at ttie addressee’s location. 

DBPIUSPS-87 Response: 

Detached mail units (DMU) are units that are located “off-site” i.e. not on the 

premises of Postal Service facilities. For the instant case, the DMU is operated 

by Postal employees at the addressee’s location, though DMUs are often located 

in mailers’ facilities. 
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RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 
INTERROGATORIES OF DAVID B. POPKIN REDIRECTED FROM THE 

POSTAL SERVICE 

DBP/USPS-90 Please respond to my original interrogatory DBP/USPS-80. 

Insured mail which can have an insurance value of $5,000 refers to insured mail 

and not to registered mail as offered by the witness. 

DBPAJSPS-90 Response: 

See Tr. 3/980-982, which applies to insured mail with a value of $5,000. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS PLUNKETT TO 
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T40-40. Please refer to Response of United States Postal Service Witness 
Plunkett to Questions Posed at October 7, 1997 Hearing, filed October 15, 1997. In 
response to OCA’s question concerning the number of insurance claims made in FY 
1996, you replied: “In FY 96, 65,996 insurance claims were filed.” However, Table 1 in 
your direct testimony (see page 6) indicates that in FY 1996 a total of 50,037 “lost” 
claims were paid and 50,768 “damaged” claims were paid. Please cl.arify and reconcile 
this data. 

OCAAJSPS-T40-40 Response: 

See my revised response to question (at Tr. 3/l 047) posed at hearing on October 7, 

1997. The original response related to “lost” claims only. 
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RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 5 

8. Refer to USPS LR-H-207, “Diskette of Witness Plunkett’s (USPS-T-40) Testimony 
and Workpapers,” WP 2, “Insurance,” columns 2 and 3. Please provide the source 
of TYBR (18,000) and TYAR (17,000) transactions for indemnity of $2,000.01 - 
$5,000. 

8. Response: 

In Docket No. MC96-3 (see Commission’s Decision, Appendix D Schedule 3, p. E), the 

Commission based its recommended decision on a projection of 17,274 transactions in 

this indemnity range. Having no actual base year volumes I used this number as a 

starting point and projected the TYBR and TYAR numbers therefrom using my own 

judgement. Because the projected transaction volume in this range is too small to have 

any significant impact on cost coverage I used rounded numbers for the sake of 

simplicity. 
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RESPONSE OF POSTAL SERVICE WITNESS PLUNKEI-T TO 
PRESIDING OFFICER’S INFORMATION REQUEST NlD. 5 

9. Refer to USPS LR-H-207, “Diskette of Witness Plunkett’s (USPS-T-40) 
Testimony and Workpapers,” WP 3, “Restricted Delivery,” and WP 4, “Return 
Receipts.” Please identify the source of the Primary Service TYAR volume 
(289,956 pieces) for Certified Mail. 

9. Response: 

The TYAR Certified Mail volume used in my workpapers is the TYAR volume of 

293.118 million pieces (Ex. USPS-GA, p.7) adjusted by -3.469 million and 0.307 million 

for Delivery Confirmation and Packaging Service respectively. For the reason 

explained in the response to question 11, the adjustment for Packaging Service should 

have been 0.004 million, which would result in TYAR Certified volume of 289.653 

million pieces. Revised workpapers WP 3 and WP 4 are attached. 
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Attachment to Response to 
POIR No. 5, Question 9 



RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 5 

10. Refer to USPS LR-H-207, “Diskette of Witness Plunkett’s (USPS-T-40) 
Testimony and Workpapers,” WP-4, “Return Receipts,” columns 2 and 3. 
a. Please explain why the TYBR and TYAR transactions for Registry with 

Return Receipt are forecast using Insurance volume, instead of Registry 
volume. 

b. Also, please explain why the TYBR and TYAR transactions for’lnsurance 
with Return Receipt are forecast using COD volume, instead of Insurance 
volume. 

10 Response: 

The cell references for these forecasts are incorrect and should be corrected as follows. 

In worksheet WP 4 “Return Receipts” cells AG17, Al17, and AK17 should be changed 

to refer to X48, 248, and AB48 respectively, and cells AG21, Al21, ancl AK21 should be 

changed to refer to X49, 249, and AB49 respectively. A revised workpaper WP 4 is 

attached to my response to question 9. 

9983 



9984 

RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 5 

11. Refer to USPS LR-H-207, “Diskette of Witness Plunkett’s (USP:S-T-40) 
Testimony and Workpapers.” Please identify the source of the .adjustments for 
Packaging Service in the following workpapers: WP 1, “Certificate of Mailing” 
(2,457 transactions); WP 2, “Insurance” (427,034 transactions); and WP 4, 
“Return Receipts” (8,598 insurance and 5,118 merchandise transactions). 

11 Response: 

These adjustments were inadvertently copied from an earlier discarded version of the 

worksheets used to develop Exhibit USPS-3D in Docket No. MC97-5, USPS-T-3. The 

adjustments should have been as follows: WP 1, “Certificate of Maili@ (3,012 

transactions); WP 2, “Insurance” (523,569 transactions); and WP 4, “Return Receipts” 

(10,542 insurance and 6,275 merchandise transactions). As noted in my response to 

question 9, this resulted .in an incorrect adjustment to TYAR certified mail volumes 

which were used as inputs to WP 3 and WP 4. Revised workpapers VVP 1 and WP 2 

are attached, and revised workpaper WP 4 is attached to my response to question 9. 

As a result of these changes, workpapers WP 13 and WP 15, which summarize special 

services and adjust insurance costs respectively, have been revised and are attached. 
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Attachment to Response to POIR No. 5, 
Question 11 
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P+E) 

I/ Source: Docket No. R97-1, USPS-T-40 WP 2 
.?.I Indemnity per piece for items valued at $600 or less from Docket No. R97-1, USPS-t-40, p.6. For c’ther pieces = O.OOY(COl B) 
3/ LR H-107 
41 USPS-T-15. Exhibit USPS-15H. p. 6, Exhibit USPS-151. p.2 



RESPONSE OF UNITED STATES POSTAL SERVICE TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 6 

5. Please provide pages II-2 and II-2A of LR H-301. 

RESPONSE: 

The attachment to this response consists of the requested pages which were,printed out 

from file MPPG98MMXLS on diskette 2 included in LR H-301. 
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REVISED RESPONSE OF POSTAL SERVICE WITNESS PLUNKEl-f TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 6 

6. In USPS-LR-H-207 “Diskette of Witness Plunkett’s (USPS-T-40) Testimony and 
Workpapers,” WP-6 “Merchandise Return Permits,” witness Plunkett forecasts the 
sale of 1,307 permits for the test year, but does not present any Mferchandise 
Return transactions. Please provide the Merchandise Return transactions and the 
revenue generated by these transactions for the test year. 

6. Response: 

In the original response to this question, it was averred that Postal Service volume and 

revenue measurement systems do not capture Merchandise Return transaction data, or 

corresponding revenues. Subsequent to providing this response I discovered that 

transaction data have been captured by the RPW system, beginning in the fourth 

quarter of FY 94. The attached worksheet shows FY 96 Merchandise Return volumes 

and revenues, and projects test year before and after rates volumes based on the 

forecast growth in the mail classes with which Merchandise Return is available. It 

should be noted that these test year revenues have already been included in the Postal 

Service’s test year revenues along with revenue from other sources (Ex. USPS90A 

and B). 
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REVISED RESPONSE OF POSTAL SERVICE WITNESS PLUNKElT TO 
QUESTION OF THE OFFICE OF THE CONSUMER ADVOCATE AT THE 

HEARING ON OCTOBER 7,1997 

Question (Tr. 3/l 047): Will the Postal Service be willing to provide [the number 
of insurance claims made in FY 96]? 

RESPONSE: 

In FY 96, 122,753 insurance claims were filed. 



9996 

Designated Interrogatory Responses 
of 

William M. Takis (T41) 
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WRIT-f-EN RESPONSE OF POSTAL SERVICE WITNESS TAKIS 
TO ORAL QUESTION OF NAA 

Q. (Tr. 914790) In the workpaper section 4-A-39 that cites the source of the load 
time equations as the Commission’s Opinion and Recommended Decision in Docket 
No. R90-1, which Opinion and Recommended Decision from that docket was the 
source? 

RESPONSE: 

The load time equations come from PRC-LR-9, Docket No. R90-1. That library 

reference was issued by the Commission on January 22, 1991 (“Further Notice of 

Additional Workpapers”) in conjunction with its first Opinion and Reoommended 

Decision in that docket. I am unaware of any subsequent revisions to 

PRC-LR-9. 
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Designated Interrogatory Responses 
of 

John V. Currie (T42) 



RESPONSE OF U.S. POSTAL SERVICE WITNESS CURRlE TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADV’OCATE 

OCAIUSPS-T42-2. Please refer to your interrogatory responses to OCAJUSPS- 
Tll-l-18 in Docket No. MC97-2. 

a. Please confirm that your responses to the above-referenced interrogatories 
are true, accurate, and complete for purposes of your testimony in Docket 
No. R97-1. If you do not confirm, please explain and provide corrections, 

b. Please confirm that you hereby adopt your responses to the above,- 
referenced interrogatories as your testimony in Docket No. R97-1. If you do 
not confirm, please explain. 

RESPONSE: 

9999 

a-b. Confirmed 



x0000 

U. S. POSTAL SERVICE WITNESS CURRIE RESPONSE TO INTERROG.ATORIES 
OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-Tll-1. Your testimony at page 1 states that the proposed surcharges for 
two types of hazardous materials “recognize the special costs of handling these 
materials, [and] improve the alignment of prices with costs...” Please identify and 
provide the attributable costs associated with the two types of hazardoLts mat.erials 
subject to the surcharge. Please explain. 

RESPONSE: 

As noted in my testimony at page 16, the Postal Service has not been able to quantify 

the costs associated with these two types of hazardous materials. 
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OCAIUSPS-Tll-2. Your testimony at page 1 states that the proposed surcharges for 

two types of hazardous materials “provide a means of improving Postal Service data on 

these materials.” 

a. 

b. 

C. 

Assuming the proposed surcharges are recommended by the Commission, 
please explain how the Postal Service intends to improve Postal Service data for 
the two types of hazardous material with respect to revenues, vo’lumes, and 
Postal Service “practices and cost” identified on pages 9-13 of your testimony. 
Does the Postal Service intend to develop separate attributable costs for the two 
types of hazardous materials subject to the surcharge with respect to the Postal 
Service “practices and cost” identified on pages 9-13 of your teslimony? If 
not, please explain why not. 
Does the Postal Service plan to incorporate the revenue, volume and 
attributable cost information for the two types of hazardous materials in the 
Postal Service’s revenue, volume and cost information systems? If not, please 
explain why not. 

RESPONSE: 

a-c. I am informed that the Postal Service intends to require an endorsement on each 

piece of HMM or OMHM and that the volume and revenue for such materials will be 

included in the standard RPW information systems. While the endorsements will also 

be recorded in standard postal cost systems, it is likely that cost information will need to 

be developed through special studies (as has been the case, for example, for the non- 

standard surcharge in First-Class Mail) 

2 
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OCA/USPS-Tll-3. Your testimony at page 4 indicates that employees engaged in the 
cleanup of incidental spills and leaks involving mailed hazardous materials must be 
provided with certain personal protective equipment (PPE) and trained on how to use it. 
a. For those HMM and OMHM materials you propose a mail surchiarge, are postal 

employees currently required to wear protective gear and/or clothing while 
processing this mail? If not, why not? If so, please identify the protective 
clothing and/or gear worn. If protective gear is worn, please identify who 
currently pays for the clothing and how much it costs. If the Postal Service 
provides the clothing, are the costs of providing the protective clothing attributed 
to any class or classes of mail? Please identify the class or classes. 

b. Do other industries handling HMM and OMHM type materials for shipment 
require those employees who process hazardous materials for shipment to wear 
protective gear and/or clothing? If not, why not? If so, please identify the 
protective clothing and/or gear worn. If protective gear is worn, please identify 
who provides the clothing and how much it costs. 

RESPONSE: 

a. Postal service employees engaged in simply processing mail containing hazardous 

materials (as opposed to cleaning up incidental spills and leaks) are not required to 

wear protective gear and/or clothing because the types and quantities of such materials 

accepted by the Postal Service and the packaging requirements impos,ed make this 

unnecessary. Under conditions normally incidental to handling mail, postal employees 

do not come into contact with hazardous materials 

b. Other industries handling HMM and OMHM materials could include shippers who 

manufacture, fill, package, load, unload and otherwise prepare the type of hazardous 

materials at issue, as well as carriers who transport those materials, Employers of 

shippers who process hazardous materials for shipment are sometimes required by 

regulations of the Department of Labor, Occupational Safety and Heakh Administration 

(29 CFR Part 1910, Subpart I), by insurance carriers, or by individual c:ompany policy to 

3 
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wear specific protective clothing, gear, or equipment. The level of protection is 

predicated upon the degree of exposure and the specific hazards of each hazard class. 

Employees who encounter spills or other uncontrolled releases of materials which are 

subject to cleanup as hazardous waste are prohibited by regulatory standards of OSHA 

(29.CFR §1910.120) from performing such activities unless properly trained and 

equipped with personal protective equipment. The clothing and equipment, and 

directives for its use, are specified within the emergency response plan for each facility 

covered by such regulations and are provided by the employer. Costs fluctuate 

depending on the level of protection required. 
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OCA/USPS-Tl l-4. Your testimony at pages 7 to 9 discusses industry practices and 
costs of transporting hazardous materials. 
a. Please show the derivation of the $15.00 per hour training cost per employee 

and provide copies of all source documents relied upon that hav’e not been 
previously submitted. 

b. Please show the derivation of the 4 hour average training time per new 
employee and provide copies of all source documents relied upon that have not 
been previously submitted. 

C. You indicate that 5 percent of all materials offered for transportation are 
hazardous materials. Please explain how you derived the 5 percent figure and 
provide copies of all source documents relied upon that have not been 
previously submitted. 

RESPONSE: 

a. All employees who are responsible for safety in the transportation of hazardous 

materials, including drivers, supervisors, terminal employees who load and unload 

cargo, and clerical employees who prepare documents, must be traine,d by the 

employer in general awareness of and familiarity with hazardous materials at that 

workplace. Those who perform job functions requiring regulatory compliance must 

receive function-specific training. Based upon my experience, the $l.%per-hour cost 

estimate reflects an average hourly rate for employees engaged in transportation- 

related occupations in the United States as listed above. This hourly rate is 

conservative because it includes only the employee receiving the training and does not 

include the costs of paying the worker who replaces the trainee during the training 

period or the costs of training materials and recordkeeping required to verify such 

training. I have personally spoken with a training supervisor employed by a major 

motor carrier in the United States who reported that its total costs for providing the 

mandated training are approximately $50 per hour. 
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b. For the past 15 years I have personally developed and provided training to 

employees who prepare, ship, handle, and transport materials regulated as hazardous 

materials in all modes of transportation. My opinion, as a recognized expert in 

developing and implementing training which meets the minimum standards of the 

federal government, is that each employee requires at least four hours of initial training. 

c. Based upon statistical data I compiled while in the employment of the New York 

State Police, I can state with confidence that approximately 5% of all m.aterials offered 

for transportation at that time were regulated as hazardous materials within the 

definition at 49 CFR s171.8. Further, through my employment with the American 

Trucking Associations and my affiliation with the National Academy of Sciences, 

Transportation Research Board (TRB), I had access to data compiled in a study 

conducted by the Office of Technology Assessment (OTA) which was c,onsistent with 

my previously stated experience. Through continuing personal contact with individuals 

employed by common carriers engaged in the transportation of all cargoes, and based 

upon consulting, training, and auditing work that I have performed, I know that these 

percentages have not changed significantly. 

G 
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OCAIUSPS-Tll-5. Your testimony at page 11 discusses an increase in pilots and 
airlines refusing to carry mail containing hazardous materials. For 1994, 1995 and 
1996, please identify each instance USPS mail was refused by an airline or a pilot due 
to hazardous material content. For each instance reported, include in your response 
the type of hazardous material involved, the intended destination, the airline refusing 
transportation, the date refusal occurred, the stated reason of refusal, the mail class 
and volume of mail pieces refused, the weight of the mail refused, and the final method 
of transportation. 

RESPONSE: 

The statement in my testimony reflects a trend I have observed which is true 

generally of carriers, including the Postal Service, which transport hazardous materials. 

I understand, however, that the Postal Service does not routinely collect information of 

the type or in the form requested. But the Postal Service has contacted Air 

Transportation Specialists at many airport dispatch points as a means of providing 

some insight into the scale of airline/pilot refusals. The results of those contacts are 

reported in Exhibit 1, which begins on the following page. As summarized on the third 

page of Exhibit 1, refusal rates range widely, from 0 percent to 100 percent, depending 

in part upon the mailers and delivery customers served by a particular facility. 



AMF/AMC AND OThcR AIRPORT DISPATCH POINTS 
(MARCH 11, 1997) 

ALPHA TYPE OF 
CODE OFFICE ADDRESS AIRLINE/PILOT REFUSAL RATE OF HAZARDOUS MATERIALS 
===========I=======================================================================~==================== 
ALB AMF ALBANY COUNTY AIRPORT 

ALBANY, NY 12211-9732 approximately IO pkgs refused per year 
===I======I==================:==========================================~=================--------------- 

BDL AMF BRADLE? INT’L. AIRPORT 
WINDSOR LOCKS, CT 06199-0001 one or hvo refused pkgs per month 

BOS AMC LOGAN INT’L. AIRPORT 
139 HARBORSIDE DR. 
EAST BOSTON, MA 02128-9740 once or twice per month refused 

=============================1=====11====================================================================== 

BWI AMC P.O. BOX 9998 , 

BALTIMORE, MD 21240-9998 four or five times per week refused 
====================:====3=====1=========================================================================== 

CAE AMF 3501 AIR COMMERCE DR. will not attempt air because of high refusal rate; re- 
COLUMBIA, SC 29228-9998 route all hazmats to Greensboro AMC. 

=========:===3===:1=======1========3===================~================================================== 

CID AMF 2401 WRIGHT BROTHERS BLVD W 
CEDAR RAPIDS, IA 52404-9063 <I par month refused 

m ================================I=====================~================================================== 

CLE AMC 5801 POSTAL RD. rarely attempt to fly hazmats because of high refusal 
CLEVELAND, OH 44181-9998 rate; re-route all hazmats via surface 

================e========I=============================================================================== 

CMH AMF 4299 SAWYER ROAD 
PORT OF COLUMBUS AIRPORT 
COLUMBUS, OH 43236-9741 average one refusal per week 

----------------------================================-------------------------------------------------- ___--__--------------- 

DAY AMF 10350 FREIGHT RD. 
DAYTON, OH 45490-9998 all hazmats via air are refused 

===============:======================================================================================== 

DEN AMC 25630 E. 75 AVE. 
DENVER, CO 80249-9741 about 10 refused out of 20 per day (50% refusal rate) 

--------===============r================================================================================= 

DFW AMC 2300 W. 32ND STREET 
DALLAS, TX 75261-9741 approximately 99% are refused; re-route all by surface 

----------====================---------================================================================= 



ALPHA TYPE OF 
CODE OFFICE ADDRESS AIRLINE/PILOT REFUSAL RATE OF HAZARDOUS MATERIALS 
DSM AMF 6010 FLEUR DRIVE 

DES MOINES, IA 50321-9741 100% refusal rate; route via surface 
==3============1======2============================================~====~================================ 

DTW AMC METROAIRPORT. BLDG. 515 majority do not accept hazmats. re-route via surface; 
DETROIT, MI 48242-9741 of few airlines who accept, about 2-3 per week refused 

______-__---_~---_---------~~~--~~---~---~---~~-~~~~~------------~~---~~---~~----~~---~~~~-~~~-~~~~-~~~- _-____-___--__---_-------------------------------------------------------------------------------------- 

EWR AMC 345 BREWSTER ROAD 
NEWARK, NJ 07114-0941 >90% refusal rate 

=======I=====================================================~========================================== 

GRR AMF 5500 44TH ST. SE 
P.O. BOX 888600 
GRAND RAPIDS, MI 495888600 usually accept; however l-2 per month are refused 

===========I==============- -============================================================================= 

GSO AMC P.O. BOX 27425 no problem, airlines are begging for business and will 
GREENSBORO, NC 27425-9419 accept all properly processed hazmats 

------------- 

IAD AMC DULLES IN’TL APT 
19 WEST SERVICE RD. 100% refusal by TWA, AA, UA. All other airlines 
DULLES, VA 20102-9998 refuse bewteen 5%.10% of hazmats 

___--__------------ =========================================~===========================================------------------- 

IAH AMC P.O. BOX 60998 
ID HOUSTON, TX 772059998 2-3 per year refused 

_-__-------------------======-------==================================================================== 

ICT AMF 7117 W. HARRY 
WICHITA, KS 67276-9930 about 5% refusal rate = IO pieces per week refused 

__________-==================--------------------------==========~====================================== 

LAX AMC 5800 CENTURY BLVD. 
LOS ANGELES, CA 900098998 5%-10% refusal rate 

=================================================================~=========~============================ 

MCI AMC 156 PARIS ST. no longer attempt to fly biomeds due to 100% refusal: 
KANSAS CITY, MO 64195-9998 IO% refusal rate on all other hazmats 

------------------------=====================~======================= =====================r==============------------------------ 

MSP AMC TWtN CITIES INT’L. AIRPORT 
ST PAUL, MN 5511 I-9998 80%-90% refusal rate 

=====___--_------:--------================----------------============================================== 

OKC AMF 7100~AAIR CARGO RD. 
P.O. BOX 25998 
OKLAHOMA CITY, OK 73125-9741 10% refusal rate 

-__---__---_-------_~~~~--~-- ----- -====================----- 

2 



AL, 0 IA TYPE OF 
CODE OFFICE ADDRESS ‘AIRLINE/PILOT REFUSAL RATE OF HAZARDOUS MATERIALS 
I===============P=========================================================================~================ 
ORD AMC 11600 W. IRVING PARK RD. 

CHICAGO, IL 60666-9998 75% refusal rate 
=======================================================~=======================================-------== 

PDX AMF 7640 NORTHEAST AIRPORT WAY 
P.O. BOX 55598 
PORTLAND, OR 972385598 4%-5% refusal rate = 2-3 pieces per month refused 

==1======1=1==========================================================================================~= 

PHX AMC 1251 SOUTH 25TH PLACE 
SUITE 32 
PHOENIX, AZ 85034-9998 50% refusal rate 

===================:======================================~============================================= 

RIC AMF 5251 AIR EXPRESS RD. 
RICHMOND, VA 23250-2000 90% refusal rate = 10 pieces per month refused 

=============I==============================~=============~============================================= 

SEA AMC 16601 AIR CARGO RD. 
SEATTLE, WA 98158-9741 5% refusal rate 

===========I-=====I==I=-====I===================~=========================================================== 

SLC AMC 320 NORTH 3700 WEST 

G 
SALT LAKE CITY, UT 

84122-9998 IO%-15% refusal rate = 1-2 per day refused 
=:==================I==================================================================================== 

STL AMC 9855 AIR CARGO RD. 
ST. LOUIS, MO 63155-9740 90% refusal rate 

----------------------=====--------------======--------------===========--------------------------=~==== -_---_---------------- 

TUL AMF 2601 NORTH CARGO ROAD 
TULSA, OK 74141-0001 very few hazmats, l-2 per week, none refused 

Note: The refusal rate annotated for each facility (AMFIAMC) is an estimate only. Each Air Transportation Specialist was contacted by phone survey and 
asked for an estimated refusal rate, by airlines/pilots, of properly processed mail pieces containing hazardous materials. 

The variance in refusal rate, by airlines/pilots, of property processed mail pieti.r --s con!aining hazardous materials among facilities, ranqes between 0% 
to 100%. This variance is partly due to the customer market base to which a given USPS facility serves. For example: the Kansas Cky AMC serves a E 
Bio-Med Tech customer, who mails a greater quantity and/or degree of risk of hazmats than does the dry cell battery company served by another E 
USPS facility. Another contributing factor to this variance is the relative choice of airlines (or lack thereof) available to each USPS facility. Obviously 
USPS facilities engaged exclusively in air contracts with known refusers of hazmats will experience a 100% refusal rate (e.g.: Columbia, SC). 

E 

f 
All facilities re-route hazmats via surface after attempting to ship by air. Some airlines are known to refuse all hazmats as part of their standing policy -I 
(e.g.: United Airlines, TWA, American Airlines, Southwest Airlines, Emery Freight); therefore, in some cases the USPS does not attempt to make a 
request, and automatically routes hazmats via surface. Columbia, SC re-routes all hazmats via surface to Greensboro because Greensboro contracts 

% 

with air carriers who are “begging for business” and will accept hazmats. .2 
L 

3 =: 
UJ 
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OCAIUSPS-Tll-6. Your testimony at 12, footnote 6, indicates that private sector costs 
of specialized hazardous materiel training has [sic] become substantial over the past IO 
years. 
a. For the past 10 years to which you refer, please provide all information you used 

to determine the private sector costs of specialized training. 
b. Are training costs for the safe handling of hazardous material increasing more 

rapidly than the training costs for hazardous material clean-up? Please cite all 
source documents used in preparing your response. 

C. Are the training costs you refer to primarily for specialized hazardous material 
clean-up? 

d. Are the training costs you refer to primarily for specialized hazardous material 
handling procedures? 

RESPONSE: 

a. Private sector costs for training carrier employees who handle hazardous 

materials have, since 1986, been driven by a proliferation of regulations promulgated 

by the Department of Labor (DOL), the Department of Transportation (DOT), and the 

Environmental Protection Agency (EPA). Prior to that year the regulations were vague 

in identifying those employees who had to be trained, merely stating that “the carrier 

must train their employees to make the regulations effective” (49 CFR, s177.800, April 

5, 1967). In November of 1986, both OSHA and the DOT released rulemakings which 

extended the application of the “employee right to know” and the “hazard 

communication in the workplace” requirements to the transportation industry, and 

required employers in transportation-related industries to provide training to employees 

who worked in the proximity of hazardous materials. The regulations required that 

shippers provide a material safety data sheet (MSDS) or its equivalent to users of its 

products. Carriers were required to maintain the information if it was provided to them 

and to instruct their employees on the use of such information in the event of a spill or 

leak. In 1992, the DOT published Docket HM-126F, which required all transportation 

workers who meet the definition of a “hazmat employee” (defined at 49 CFR, 5171.8) 

and employed after July 1, 1993 to be trained in general awareness and familiarization, 

11 
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function-specific regulatory responsibility, and safety in handling and transporting 

hazardous materials. The initial training was required to be completed by October 1, 

1993 or within 90 days of hiring a new employee or assigning an existing employee to a 

new job with new duties. In addition all employees must receive recurrent training to be 

provided at least everytwo years. Due to the significant impact the two year re-training 

rule had on carrier resources, including financial costs and training resources, DOT 

subsequently extended the recurrent training requirement in October 1996 to at least 

every three years (49 CFR, Part 172, Subpart H). The EPA exercises dual jurisdiction 

with DOT over transportation of hazardous wastes and defines when a material spilled 

or released during transportation becomes a waste. Title 40 CFR further requires that 

a specific document be provided (EPA 8700-22) when transporting these wastes 

following a response to an emergency. In addition Title 29 CFR defines emergency 

response personnel and requires that these individuals must receive minimum levels of 

training based upon their response activities, including clean up of spill:s and leaks (29 

CFR, Subpart I, ~1910.120). Private sector carriers who transport or store hazardous 

materials incidental to transportation are required by OSHAto develop written 

emergency action plans, and emergency response plans and to provide minimum 

levels of employee training at scheduled intervals to ensure the effectiveness of these 

plans. Under the Federal Motor Carrier Safety Regulations (FMCSR), amended in 

1987 with an effective date of April 1, 1992, drivers of commercial vehicles who 

transport certain threshold quantities of hazardous materials are required to possess a 

commercial drivers license (CDL) with an endorsement authorizing them to transport 

hazardous materials (FMCSR, 49 CFR, Part 383). Carriers are required to monitor 

their drivers to ensure compliance, and many also provide company-specific training to 

these drivers in order that they may pass the knowledge and skill examinations 

required for such a CDL with the endorsement. In addition to the minimum training 

requirements of 49 CFR s177.800, applicable to all hazmat employees of motor 

carriers, §I 77.816 has, since May 15, 1992, required that carriers train drivers 

12 
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regarding the regulations in 49 CFR Parts 390 through 397 of the FMCSR. All of these 

-regulations which have developed over the past ten years, with subsequent 

amendments to meet industry changes, have resulted in substantial increases in the 

cost of employee training. 

The costs experienced in the private sector in association with this train,ing are also 

borne by the USPS. Management Instructions (Ml) have been issued by the USPS 

Human Resources Department to provide guidance on compliance with these 

requirements (see, e.g., MI-EL-810-96-1). These MIS address Response to Hazardous 

Materials Releases and include USPS initiatives for preventing accidents and cleaning 

up hazardous materials spills including standard operating procedures (SOPS), 

emergency action plans (EAPs) and emergency response plans (ERPs). Specific 

instructions are provided for responding to injuries or exposures resulting from OMHM 

or HMM. The type of training which is required for each employee of the USPS and the 

materials which are to be used for providing this training are included in the Ml. All 

employees must receive periodic training on the facility EAP. Acceptan,ce personnel 

must receive annual training on hazardous materials mailability standards in the DMM 

and Pub 52. Mail handlers, supervisors, and other employees who frequently handle 

HMM or OMHM must receive HAZWOPER First Responder Awareness Level training. 

Maintenance or custodial staff and their supervisors who manage and clean up spills 

must receive HAZWOPER First Responder Operations Level training. Safety and 

health personnel receive Hazardous Materials Specialist level training and police 

personnel must receive First Responder Awareness training with annual refreshers. 

The regulations require that each facility maintain records to verify compliance with the 

training rules. 

13 
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b-d. Due to increased requirements for employee training, the training costs have 

increased. The level of required training varies throughout the transportation industry 

based’on the type and quantity of hazardous materials encountered in ‘each workplace. 

Employees who handle any and all hazard classes of hazardous materials are required 

to receive training as a condition of employment. There are more employees who 

would be subject to the safe handling training than the clean-up training since, in most 

cases, only specified individuals are authorized to conduct clean-up activities as a 

designated emergency responder. Although fewer employees are qualified to conduct 

clean-up activities, their training is more comprehensive. I am not able to determine if 

the costs associated with one type of training have increased more rapidly than 

another, or if some types of training costs have increased more rapidly than others. 

14 
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OCAIUSPS-Tll-7. Your testimony at 14 indicates that the National Motor Freight 
Classification Conference of the American Trucking Association is conducting research 
on establishing “a unique classification and rate which would be recommended for 
hazardous materials and would reflect these additional transportation expenses.” 
a. Please provide any materials, data, published articles that identify the type of 

research they are conducting. Include in your response any recomme’ndations, 
status reports or other information they have written or presented on the topic. 

b. When was the research begun? 

S: 
When is the research expected to be concluded? 
When are the research results expected to be published? 

RESPONSE: 

a.-d. This testimony is based upon oral communications with employees of National 

Motor Freight Traffic Association (NMFTA), American Trucking Associations (ATA), 

National Tank Truck Carriers Conference (NTTC), and various common carriers. The 

research has been ongoing since shortly after the accidental release oi methyl 

isocyanate in Bhopal, India. Following this accidental release, DOT amended the 

hazard communication requirements, the packaging authorizations, and the financial 

responsibility requirements for carriers transporting certain high-hazard materials or 

environmentally hazardous substances, The increase in handling costs, including the 

insurance premiums paid by carriers, generated consensus that rates should be 

adjusted to enable carriers to recoup some of the additional costs. In 1981 the 

Interstate Commerce Commission (ICC) deregulated the trucking industry, and many of 

the rate tariffs (although still published) are not followed by carriers, which are now free 

to discount their rates to customers. Although many carriers initiated surcharges for 

hazardous materials, the competitive and proprietary discounting programs of these 

carriers since deregulation has made it difficult for NMFTA to prepare reliable rate and 

surcharge data. NMFTA still expects to be able to recommend a unique classification 
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for shipments of hazardous materials with an accompanying rate that reflects the 

additional costs, although no specific action date has been set. 
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OCAIUSPS-TII-8. In your autobiographical sketch, you indicate that you served as 
Corporate Manager of Hazardous Materials Transportation for Digital Equipment 
Corporation (hereafter, Digital). 
a. During your tenure as manager, were hazardous materials shippled to Digital via 

the Postal Service? If so, approximately what percentage of ha:zardous 
materials received by Digital were shipped to them via the Postal Service? 

b. During your tenure as manager, were hazardous materials shipped to Digital via 
United Parcel Service? If so, approximately what percentage of the hazardous 
materials received by Digital were shipped to them via United Parcel Service? 

C. During your tenure as manager, were hazardous materials shipped to Digital via 
Federal Express? If so, approximately what percentage of the hazardous 
materials received by Digital were shipped to them via Federal Express? 

d. During your tenure as manager, were hazardous materials shipped to Digital via 
hazardous material vendors? If so, approximately what percentage of the 
hazardous materials received by Digital were shipped to them via the vendors? 

RESPONSE: 

Based upon contractual restrictions and ethical constraints, I am unable to provide 

confidential statistical data underlying the unique business operations of my former 

employer, Digital Equipment Corporation. I can however, make the following 

statements which reflect the general management position I fostered while employed 

as Corporate Manager of Hazardous Materials Transportation. The majority of 

hazardous materials within the scope of my management were purchased from various 

vendors and were received at manufacturing and distribution facilities operated by 

Digital or its subsidiaries, Some materials were received in bulk in cargo tanks and 

transferred to bulk holding tanks for use at a particular facility. Other materials were 

received in cylinders, drums, and small packages. All hazardous materials were 

immediately placed in a limited-access, locked storage area provided at each facility 

(called the “red label room”) to enhance safe storage. Packaged hazardous materials 

received from vendors in bulk purchase quantities were accepted and stored in the “red 

label room” at several distribution centers strategically located throughout the world. 

17 
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These materials then were requisitioned and distributed to various manufacturing or 

research facilities as needed. Shipping and receiving personnel were trained to 

identify regulated materials and to ensure regulatory compliance when ‘offering such 

materials for transportation. All packages shipped in commerce were required to be 

taken to shipping and receiving personnel for preparation for transporta,tion and for 

selecting the most efficient carrier. Small packages containing hazardous materials 

sometimes were shipped via courier services if shipping and receiving personnel 

determined that to be the most efficient means of transport. Use of the postal system 

of the United States or other countries for the purpose of distributing regulated 

hazardous materials was discouraged because access to the mail created an 

undesirable means of avoiding the oversight and control of shipping departments. The 

policies outlined here were instituted at my direction. 
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OCA/USPS-Tl l-9. Your testimony at page 18 and 20 indicates that the current 
volumes of First-Class clinical diagnostic specimens may be 10 million pieces annually, 
with perhaps another 500 thousand pieces of Priority mail containing medical materials. 
Please show the derivation of each figure and provide copies of all source documents 
relied upon that have not been previously submitted. 

RESPONSE: 

I am informed that these volume estimates were generated judgmentally, based on 

knowledge of mailers and recipients of diagnostic specimens and other medical 

materials 

19 
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OCAIUSPS-TII-10. Your testimony at page 20 indicates that the Postal Service has 
assumed a price elasticity of -0.8 for HMM. Please explain the considerations that 
entered into the determination of an elasticity of -0.8 for HMM. Specifically, what 
features of hazardous medical material are most like Priority Mail that would justify a 
determination of -0.8 as the most appropriate elasticity to use? 

RESPONSE: 

I am informed that the Postal Service assumed a “round-number” elasticiity close to that 

of Priority Mail because, although most HMM volume is expected to be First-Class Mail, 

HMM is significantly different from the overwhelming majority of First-Class pieces, 

which are letters weighing less than an ounce. Priority Mail appeared to provide the 

closest available match to the shape, weight, and service characteristics of HMM mail. 
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OCA/USPS-Tll-11. Your testimony at page 21 indicates that the Postal Service has 
assumed a price elasticity of -1.0 for OMHM. Please explain the considerations that 
entered into the determination of an elasticity of -1 .O for OMHM. 

RESPONSE: 

As also noted on page 21, this elasticity is roughly equal to that of Parcel Post; I am 

informed that the Postal Service made this assumption because most OMHM is 

expected to be mailed as Parcel Post. 

21 
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OCAIUSPS-Tl l-12. Refer to your testimony at page 20, line 24 and page 21, line 23 
which states “Volume ratio=price ratio”elasticity.” Please show the derivation of, and 
provide assumptions for, this relationship. 

RESPONSE: 

I am informed that this is simply a representation of a standard constant-elasticity 

demand function. The character “*” is used in spreadsheets to indicate “raised to the 

power,” so that quoted phrase simply indicates that the volume response (new 

volume/initial volume) to a change in price is equal to the price ratio (new price/initial 

price) raised to the power of the price elasticity. 

22 
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OCAIUSPS-Tll-13. Your testimony at page 14 states that “the Postal Service is the 
only [major carrier] that does not currently charge extra for processing these 
[hazardous] items.” 
a. Please identify other major carriers, or carriers of any size, that transport 

and deliver hazardous materials in small parcels, other than USPS and, 
Federal Express. 

b. Please provide the surcharges associated with the transport of hazardous 
materials for any of the carriers identified in a. above. 

RESPONSE: 

a. Carriers other than UPS and Federal Express that I am aware of which transport 

and deliver hazardous materials in small parcels include Roadway Package Service 

(RPS), Airborne Express, DHL, Burlington Air Express, and Emery Worlldwide. 

b. The carriers listed in response to subpart a have implemented the following 

surcharges and/or restrictions on small packages containing hazardous materials 

According to a current accessorial schedule, RPS charges an additiona’ fee of $10.00 

per shipment, regardless of the hazard class. 

Airborne Express imposes a hazardous materials surcharge of $12.00 per shipment -- 

$17.00 if the shipment is packed in dry ice. Diagnostic specimens or infectious 

substances in Class 6.2 are required to be packaged properly, then placed in a Lab 

Pack, an outer packaging available for $0.75 from Airborne Express. 

DHL will not accept hazardous materials unless prior authorization has been granted by 

DHL headquarters. Hazardous materials are only accepted when offered by an 
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approved account and in pre-approved packaging. Additional charges are based upon 

any additional handling required. 

Burlington Air Express imposes a surcharge of $0.10 per pound for hazardous 

materials, with a minimum surcharge of $30 per shipment. Diagnostic specimens are 

only accepted if they are shipped as hazard class 6.2 infectious substances, even if 

they do not contain any such substance. 

Emery Worldwide imposes a $50.00-per-shipment hazardous materials surcharge, 

regardless of the size of the package. All packages must be prepared for air 

transportation. Infectious substances are subject to the same surcharge as other 

hazards. Diagnostic specimens not known to contain any infectious substance must 

be packaged in special packaging approved by Emery Worldwide to avoid the 

surcharge. Emery Worldwide only accepts diagnostic specimens under the terms of 

contractual agreements with pre-approved accounts. 

21 
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OCA/USPS-Tll-14. Your testimony at page 14 states that UPS and Federal Express 
impose surcharges of $10 or more for the transport of hazardous materials. 
a. Please explain the consideration given to the hazardous material surcharges 

imposed by UPS and Federal Express in the Postal Service’s determination 
to use an elasticity of -0.8 for HMM and -1 .O for OMHM. 

b. In light of the surcharges imposed by UPS and Federal Express, please explain 
why there would be any decline in the estimated volume of HMM and OMHM 
handled by the Postal Service as a result of the proposed surcharge. 

RESPONSE: 

a.-b. I am informed that there was no explicit consideration of other carriers’ hazardous 

materials surcharges in selecting the elasticity assumptions for HMM arnd OMHM. As 

with any goods or services, a price increase (or surcharge) may lead to a reduction in 

the use of the goods or service, not just a shift to alternative suppliers. 

25 



10025 

U. S. POSTAL SERVICE WITNESS CURRIE RESPONSE TO INTERROGATORIES 
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OCA/USPS-Tl l-l 5. Your testimony at page 20 indicates postage for HMM at a First- 
Class 8 ounces rate and a Priority Mail rate of 5 pounds. Please explain how you 
determined these postage weights were the most appropriate weights to use. 

RESPONSE: 

I am informed that these weights are believed to be representative of HMM in 

First-Class and Priority Mail. They are used only in calculating the pre-surcharge 

postage rate paid by such mail in order to calculate the price-ratio (or percentage price 

increase) resulting from the surcharge. 
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OCALJSPS-Tll-16. Your testimony at page 21 indicates postage for an estimated 
parcel volume of 1 .I million pieces subject to the OMHM surcharge. 
a. Please explain the considerations that entered into the Postal Service’s 

determination that about 0.5 percent of Parcel Post volume would be 
subject to the surcharge. 

b. Please explain how you determined that two-pound and ten-pound piekes 
constituted the mailing weights for OMHM. 

C. Please explain how you determined the volume split between two-pound and 
ten-pound pieces. 

d. Please explain how you determined that the postage based upon the Zone 3 
Inter-BMC plus the non-machinable surcharge was the most appropriate 
postage to use. 

RESPONSE: 

a-d. As noted on page 21, these are judgmental assumptions. The 2-pound and 

IO-pound weights are be!ieved to be representative of OMHM, as is the pre-surcharge 

postage level; no detailed information, however, is available. The assumptions are 

used only in calculating the pre-surcharge postage rate paid by such rrail in order to 

calculate the price-ratio (or percentage price increase) resulting from the surcharge. 
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OCAIUSPS-TII-17. Refer to your testimony at page 20 and 21 concerning the 

development of hazardous mail volumes. Please provide any information about the 

mailers subject to the proposed surcharge or recipients of hazardous materials, 

including whether such mailers are individuals, businesses or nonprofits: if business or 

nonprofit mailers, are such mailers large or small; the general business activity of 

businesses and nonprofits mailing and receiving such hazardous materials; the 

geographic location or concentration of individual, business or nonprofit mailers or 

recipients, etc. 

RESPONSE: 

As noted in my testimony at page 18, the Postal Service does not have detailed 

information on hazardous materials mail volumes. Please refer to LR-FCR-34, Section 

VI, pp. 402-450. 
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OCAIUSPS-Tll-18. Refer to your testimony at pages 20 and 21 concerning volumes 
for HMM and OMHM after imposition of the surcharge. 
a. Please confirm that the Postal Service is estimating a decrease in HMM 

First-Class and Priority Mail volume of 1,683,112 and 31,014, respectively. 
If you do not confirm, please explain. 

b. Please confirm that the Postal Service is estimating a decrease in two-pound 
and ten-pound pieces of 144,404 and 43,668, respectively. If you do not 
confirm, please explain. 

C. If the surcharge for HMM and OMHM were increased to $0.60 and $1.20, 
respectively, please confirm that the after rates volumes for HMM and 
OMHM would be 8,516,140 and 881,833, respectively. If you do not 
confirm, please provide the correct volumes and show their derivation. 

RESPONSE: 

a-c. Confirmed 
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DECLARATION 

I, John V. Currie, declare under penalty of perjury that my response to in#terrogatory 
OCAWSPS-T42-2, which confirms my adoption of the answers to interrogatories 
OCAAJSPS-Tl l-l-18 (Docket No. MC97-2) as my testimony in Docket No. R97-1, is 
true and correct to the best of my knowledge, information and belief, and that were I to 
testify orally, my testimony would be the same. 

Date: ‘z/1/s J _ 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MCGRANE 10031 

TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 7 

POIR No. 7, Question 15. Please provide the source (worksheet, column, line number) 
in LR H-106 for Exhibit 44A, Table 1, column, on pages 4, 5, 6, and 7, variable mail 
processing costs. 

RESPONSE: 

Column 6 on pages 4, 56, and 7 of Exhibit USPS44A is the product of the adjusted 

cost from LR H-106, the premium pay factor from LR H-106, and the piggyback factor 

from LR H-106. For pages 5 and 7, non-letter shape mail for commerc:ial ECR and 

Nonprofit ECR, the columns are the sum of these calculations for flat and parcel mail. 

The following table contains the sheet and cell references used from LR-H-106. Please 

note that the “Adj. Letter” sheet and the ‘Adj. Flatcst” sheet are missing the row for the 

“MAILGRAM” costpool which appears in the “Adj. Parcelcst” sheet and the “Pigbkfactrs” 

sheet, 

Page in Exhibit 
44A 

Page 4, Comm. 
ECR Letters 
Page 5, Comm. 
ECR Flats 
Page 5, Comm. 
ECR Parcels 
Page 6, Nonprofit 
ECR Letters 
Page 7, Nonprofit 
Et% Flats 
Page 7, Nonprofit 
ECR Parcels 

Source of Adjusted Source of 
costs Premium Pay 

Factor 
Sheet “Adj. Letter”, Sheet “PremPay”. 
Column K Cell K14 
Sheet “Adj. Flatcst”, Sheet “PremPay”, 
Column K Cell K14 
Sheet “Adj. Sheet “PremPay”, 
Parcelcst”, Column H Cell K14 
Sheet “Adj. Letter”, Sheet “PremPay”, 
Column I Cell 114 
Sheet ‘Adj. Flatcst”, Sheet “PremPay”, 
Column I Cell 114 
Sheet “Adj. Sheet “PremPay”, 
Parcelcst”, Column J Cell I14 

Source of 
Piggyback Factors 

Sheet “Piobkfctrs”. 
Column t-i 
Sheet “Pigbkfctrs”, 
Column H 
Sheet “Pigbkfctrs”, 
Column H 
sleet “Pigbkfctrs”, 
Column H 
sleet “Pigbkfctrs”, 
Column H 
sleet “Pigbkfctrs”, 
Column H 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MCGRANE 10032 

TO PRESIDING OFFICERS INFORMATION REQUEST NO. 7 

POIR No. 7, Question 18. Exhibit 44A, shows the separation of mail processing cost 
for enhanced carrier route (ECR) and nonprofit enhanced carrier route (NPECR) 
between walk-sequence direct tally cost and nonwalk-sequence direct i,ally cost. Why 
didn’t the Postal Service further separate the walk-sequence tally cost between high 
density and saturation which would have provided a basis for computing mail 
processing cost for each rate category in ECR and NPECR? 

RESPONSE: 

Until the implementation of Classification Reform on July I”’ of 1996, the endorsements 

for high density and saturation mail were the same, so the separation of costs between 

high density and saturation could not be made for all of FY 1996. 



10033 

Designated Interrogatory Responses 
of 

Marc A. Smith (ST45) 



10034 
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9. Please provide the detailed calculations and sources used to derive the figure 
shown at LR H-106, page VI-8, column 6, for the line entitled “1st Pr. -NCarr-Rt & 
Car. Rt. The amount shown is 1,999,683. Please also confirm that this is in 
thousands of dollars. 

Response: 

I confirm that 1,999,683 is in thousands of dollars. This is the total test year mail 

processing costs for First-Class presort letters, flats and parcel!; (presort and carrier 

route presort) computed using the unit costs from pages II-5 111-5, and IV-5 prior to the 

application of the reconciliation factor (which is contained in column 7 of page VI-8). 

This calculation is shown in Table 1 below. This amount differs from the test year 

before rates mail processing costs based on witness Patelunas testimony, USPS-T-15, 

which is $1,982,973 (in thousands) as shown in column 5 of page VI-8. This difference 

is reconciled by the application of the reconciliation factor which is 1,962,973/l ,999,683 

= .99164 as shown in column 7 of page VI-8 for this category. All the results contained 

on pages 11-5, 111-5, and IV-5 for the columns for “I’ Pr. Carr-Rt” and “I“ Pr. NCarr-Rt” 

have been multiplied by the factor .99164, consequently the mail processing costs for 

all shapes for these two columns sum to the test year costs of $1,982,973 (in 

thousands) as shown in Table 2 below. 

The calculation of $1,999,683 is based on the unit costs on pages 11-5, 111-5, and 

IV-5 prior to the application of the factor .99164. The unit costs prior to the application 

of the reconciliation factor are obtained from the spreadsheet “CSTSHAPE.XLS” by 

going to the spreadsheet page “PremPay” and setting the cell E25 to 1. Multiplying the 

-. 
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(response to question 9 continued) 

resulting unit costs times the test year before rates volumes leads to $1,999,683, as 

shown below. 

Table 1: Total First-Class Presort Costs With Unreconciled Unit Costs 

Test Year 
Unit Costs Pn’or to Before Rates 
Reconciliation Volumes Total Costs 

,d Pr.NCam-Rt, (ce”ts’piece) 
(in thousands) (in thousands) 

Letters 4.637335 39297,407 I -822.352 
Flats 20.91005 630,595 131,858 

Parcels 38.212386 26,432 10,100 
1st Pr.Carr-Rt. 

Letters 2.27829 1,552.574 35.372 

Total 1,999.683 

Table 2: Total First-Class Presort Costs With Reconciled Unit Costs 

Unit Costs Afler Test Year Before 
Reconciliation Rates Volumes Total Costs 

,st Pr,NCarr-Rt, (cents/piece) (in thousands) (in thousands) 

Letters 4.598585 39,297,407 1,807.125 
Flats 20.735323 630,595 130,756 

Parcels 37.893077 26,432 10,016 
1st Pr.Carr-Rt. 

Letters 2.259257 1.552.574 35,077 

Total 1.982,973 
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10. LR-H-106, page VI-2, column 1, spbs Oth, shows a figure of 20,,237. This 
amount comes from LR H-77, page 194, column 4, line 17. According to the electronic 
spreadsheet version, the amount is calculated as follows: 20,237 = 192,529 ,times 
[(194.5/176)-l]. 

a. Please provide an explanation for what the numbers, 194.5 and 176, 
represent. 

b. Please provide the source for these numbers. 
C. Please discuss the rationale for the calculation. Interestingly, the 20,237 

is the only number in column 4 of page 194 that is based on column 3. All the other 
cost reduction amounts and other program costs come from USPS-T-l 5, Appendix A, 
page 6 for FY 1997 and page 10 for FY 1996. Please be sure to include in your 
discussion of the rationale an explanation for the different treatment accorded spbs 
0th. 

a. The figures 194.5 and 176 are the mid-year number of Small Parcel and Bundle 

Sorters (SPBS) for the fiscal years 1997 and 1996 respectively. 

b. These figures are calculated as shown at page V-5 of LR-H-127, based on 

information from Engineering and Operations 

c. The rationale is to reflect the additional labor costs associated with the SPBS, given 

the additional deployments of SPBS. The $20.237 million is the estimated 

additional costs for SPBS staffing, 

The difference in treatment for the “SPBS 0th” cost pool is necessary to obtain 

the total changes in the costs for this cost pool and the cost pools lOPbulk and 

1 OPpref as discussed in response to questions 12 and 13. The savings from the 

SPBS deployments of $27.274 million as shown at LR-H-77 page 195 line 5 (as per 

witness Patelunas, USPS-T-l 5, Appendix A) is the @ savings. It is the net of the 
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(response to question IO continued) 

increased stating costs for SPBS and the savings in opening units (or “Sorting to 

Rolling Containers”) which perform ma;lual bundle and parcel sorting. If staffing 

costs grow for the SPBS by $20.237 million, then the savings in opening units (or 

“Sorting to Rolling Containers”) due to the additional SPBS which is, consistent with 

the net savings of $27.274 million is the sum of these two figures: $20.237 plus 

$27.274 equals $47.511 million. In this case, as well as for FSM & FSM 1000 

programs (see pages 195-196 of LR-H-77) it was necessary to estimate the 

additional costs and corresponding savings that would be associated with the 

budgeted net savings provided by witness Patelunas. 



10038 

RESPONSE OF USPOSTAL SERVICE WITNESS SMITH 
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 7 

11. The 192,529 referenced in question 10 is calculated as follows. First, calculate 
mail processing overhead factors for each mods group, each BMC group, and the 
nonmods offices. Second, for each mods, BMC, and nonmods group, multiply the 
FY 1996 volume variable mail processing cost for small parcel and bundle sorting 
(SPBS) by the overhead factors from the first step. The SPBS costs come from 
LR H-146, pages VII-17 to VI-19 for the column with the heading ‘17 SM PCL BNDL 
SRT.” Third, sum the results from the second step yielding 176,195. Fourth, adjust the 
176,195 to include the lump sum costs resulting in 176,645. Fifth, multiply the step four 
amount by the combined wage and volume growth factors for FY 1997 and FY 1996 
producing 192,529. 

According to LR H-77, page 114, the lump sum adjustment above uses the 
volume variable lump sum costs from USPS-T-5, WP-B, W/S 3.1 .l, page 4, column 8, 
line 50. In contrast, when making the same adjustment to the mail processing costs by 
shape earlier in LR H-l 06, page VI-l, line 3, which sources the same worksheet, the 
costs reflect the accrued level not the volume variable level. Both lump sum adjustment 
factors are used in LR H-l 06 to derive test year volume variable mail processing cost 
by shape. Please discuss the rationale for using different lump sum adjustment 
methods within this cost study. 

Response: 

The two lump sum adjustments calculations which are cited are virtually identical. The 

two lump sum factors are .0025601446 from LR-H-77, page 197 and .002559941 from 

LR-H-106, page VI-l These differ by .0000002036. The ratio of lump sum payment to 

total salaries excluding lump sum is the same for both volume variable costs and total 

accrued costs since the lump sum payments are distributed proportionately to labor 

cost. The observed difference probably stems from rounding. 
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12. The 20,237, referenced in question 10, is also used as a cost reduction amount 
in LR H-77 at page 194, column 4, line 24, i.e., 20,237 is used in the calculation to 
derive (56,634) the amount in column 4, line 24. Please provide a rationale for this 
calculation. 

The savings for “Sorting to Rolling Containers” of $56.634 million is the sum of the 

savings of 547.511 from the SPBS deployment plus $9.122 million savings due to the 

Tray Management System (see page 195, line 10 of LR-H-77). The calculation of the 

$47.511 million savings is discussed in response to question 10. As indicated in 

response to question IO, $20.237 million is my estimate of both the costs associated 

with additional staffing for SPBS and the corresponding additional SPBS program 

savings in the activity “Sorting to Rolling Containers” in addition to the net savings of 

$27.274 million for SPBS (see LR-H-77 at page 195. line 5). 
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13. The amount in LR H-77 at page 194, column 4, line 24, (56,634) is 
subsequently used to derive the cost reduction amounts shown in LR H-,106, page VI-2, 
column 1, 1 OPbulk and 1 OPpref. The (56,634) is multiplied by 0.5 yielding (28,317). 
This amount is used both for lOPbulk and 1 OPpref. 
this calculation. 

Please provide the rationale for 

Response: 

“Sorting to Rolling Containers” costs are included in both the IOPbulk and 1OPpref 

cost pools. I have assumed that half of the total savings of $56.634 mill,ion for “Sorting 

to Rolling Containers” shown in LR-H-77 at page 194, column 4, line 24 would go to 

each of these cost pools as shown in LR-H-106 at page VI-2, wlumn 1 
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14. This question wncerns the escalation factor used to update base year level cost 
to the test year level. In Docket No. MC95-1, LR MCR-10, the Postal Service updated 
unit costs by shape using the ratio of TYAR Direct Mail Processing unit cost (excluding 
mail processing overhead) to Base Year Mail Processing unit cost. The Test.Year 
costs reflected the CRA level. The Base Year cost reflected LIOCATT level cost 
divided by volume, i.e., mail processing cost without Workpaper B adjustments, without 
overhead, and without premium pay. (See MC95-I, LR MCR-10, Table C, page 2, L.8; 
Table D, page 2; Table E, page 2, and Table F, page 2.) 

In Docket No. R97-1, the Postal Service uses the same type of test year/ base 
year ratio, but the underlying numbers reflect a different level of cost than in Docket 
No. MC95-1. The Base Year unit costs reflect mail processing overhead, the 
Workpaper B adjustments, premium pay, the savings from cost reductions in FY 1997 
and FY 1998, and the cost of other programs for FY 1997 and FY 1998. The Test Year 
unit cost reflects CRA level mail processing costs including overhead. (See LR H-106, 
pages 114, IllA, IV-l, VI-2, and VI-8.) 

Please discuss the rationale for including FY 1997IFY 1998 cost reductions and 
other program cost in the base year cost prior to the TYAR escalation factor. 

The two escalation factors which you describe differ in part because of the prior 

inclusion of the cost reductions and other programs adjustment ratio from LR-H-106 at 

page VI-2. In addition, witness Degen’s development of mail processing costs doesn’t 

rely on LIOCATT and does not have the same treatment of mail processing overhead 

costs as discussed in his testimony, USPS-T-12. 

The costs shown at pages 114, III4 and IV-4 aren’t base year costs, per se, but 

rather just an intermediate step toward getting test year costs. Applying the cost 

reductions and other programs adjustment ratio prior to the test year escalation as 

opposed to after the escalation shouldn’t lead to a difference in the results due to the 

reconciliation to test year labor and piggybacked costs as done at page VI-8, columns 

5-7 
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(response to question 14 continued) 

An important point to note in comparing the two approaches is that the overall 

reconciliation is the same. That is the benchmark costs or mail processing costs by 

shape for a given category are adjusted to have the same weighted average as the test 

year average mail processing costs. In Docket No. MC951, LR MCR-ID the 

reconciliation targets are computed in Table I and the reconciliation factor is computed 

in Table H. In LR-H-106, the reconciliation target is computed at page VI-8, column 5 

in the same way as done in LR MCR-10 in Table I. The reconciliation ratio is applied in 

the same way on page VI-9 column 7. The form of the calculations is different but the 

process and the result is the same, with the benchmark costs by shape totaling to the 

test year mail processing cost as per witness Patelunas (both labor and piggybacked 
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16. What is the purpose of the mail mix adjustment in LR H-106? 

Response: 

The mail mix adjustment is provided in LR-H-126. This library referenc,e provides the 

changes in volume variable mail processing labor costs (component grouping 3.1) in 

First-Class Mail and in Standard A categories stemming from reclassification reform 

and other mail volume mix changes occurring between FY96 and FY97. This 

adjustment reflects the changes in unit costs that would stem from the changes such as 

the growth in prebarcoding for letters and flats which occurred between FY96 and 

FY97. 

The shape/presort adjustment is done to reflect the mail mix adjustment (see pages VI- 

3 to VI-7 of LR-H-106). The shape/presort adjustment reapportions the test year costs 

by shape and presort level to reflect the changes occurring between the base year and 

test year, which are accounted for by the mail mix adjustment (see pages VI-3 to VI-7 of 

LR-H-106).’ 

’ An example of this adjustment is the reduction in costs for FtiClass carrier route presort letters. The base year 
labor costs for this categbry is $30,111,000 as indicated at page II-1 of LR-H-106. while the FY 1997 projection of 
the cost for this category is $18,220,000 see page II-5 of LR-H-126. The decline io c&s reflects the decline in 
volumes for First-Class carrier mute presort letters due to the non-eligibility of automation carrier presort in S-digit 
Zip Codes in which DPS is performed by DBCS. The factor, .595, from revised page VI-3 of LR-H-106, is 
multiplied times the First-Class carrier mute presort letter costs in page II-4 (as part of the calculations in page II-5 
to obtain test year costs) to reflect the anticipated cost change. 
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17. The mail mix costs in LR H-106 on pages VI-3 to VI-7 reference LR H-126. On 
page Ill-3 of LR H-126, the model unit cost for a nonprofit automation basic letter is 
2.5175 cents per piece. The referenced source for this cost is LR H-126, Part VI, 
Section 6, page 1; but, the cost there is 0.3012 cents. Please provide the source for 
the 2.5175 cents. If the source does not show the derivation of this figure please 
provide it. 

Response: 

The total model cost of .3012 shown in LR-H-126, Part VI, Section VI, page 1 is 

incorrect. Summing .the “Weighted Costs” of column 8 results in the 2.5175 cents per 

piece, which is relied on at page 111-3. Replacement pages for LR-H-1:26, Part VI, 

Section VI, page 1 and revised spreadsheets containing this page are being filed. 
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RESPONSE OF USPOSTAL SERVICE WITNESS SMITH TO 
INTERROGATORIES OF NDMS, REDIRECTED FROM WITNESS CRUM 

NDMSIUSPS-T28-38. 

d. Please confirm that: 

(i) the Postal Service’s costs of transporting mail to the DDU was computed by dividing 
total test year adjusted Standard Mail (A) transportation costs by total test year 
Standard Mail (A) pounds; 

(ii) in that division, pounds are used as a proxy for cube; and 
(iii) using pounds as a proxy for cube assumes, implicitly, that all Standard A Mail has 

the same density. If you fail to confirm any of the preceding, please explain fully. 

Response: 

(i) Confirmed. 

(ii) Confirmed. 

(iii) Confirmed, this assumes that all Standard Mail (A) categories will have the same 

average density. Individual mailings will of wurse differ. 



10047 

RESPONSE OF U.S.POSTAL SERVICE WITNESS SMITti TO 
INTERROGATORIES OF NDMS. REDIRECTED FROM WITNESS CRUM 

NDMSIUSPS-T2841. 
In LR-H-111 I both the transportation and nontransportation wsts avoided 

from dropshipment are presented on a per pound basis. They are presented this 
way because the drop ship discount is figured on a per pound basis and converted 
to a per-piece basis for pieces under the breakpoint that do not have weight as part 
of the rate design, At the same time, it is well established that the underlying driver 
of highway transportation costs is cube. That is, highway transportation costs are 
incurred and distributed to the classes of mail on the basis of cube. Rates, 
however, are set on the basis of pieces and pounds, not cube. With respect to 
highway transportation costs avoided, it is thus clear that pounds serve as a proxy 
for cube. Nontransportation costs avoided from dropshipment relate to dock 
handling expenses, such as loading and unloading trucks, moving rcntainers 
around on the dock and staging them for loading, etc. 

(i) Please confirm that this explanation concerning transportation costs is accurate. 
Please explain any nonwnfim7ation. 

Response: 

(i) Confirmed, with respect to your statements on highway transportation costs. It is my 

understanding that Highway costs are incurred on the basis of cubic foot-miles. 


