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�I.	Introduction

	

	This document is a continuation of the Base Year cost model documentation presented in OCA library reference 4, OCA-LR-4, of this docket.  The information in this document, OCA-LR-6, describes the steps to roll forward the cost model.

In the Base Year, component 2177 is used to allocate PESSA costs.  The Commission’s cost model does not roll forward the Base Year PESSA cost distribution file and component 2177 is not needed.  In FY 97, a distribution key is needed for International Mail, therefore, the component  2177 is changed in the roll forward files to be a distribution key for International mail.  Therefore, to maintain the integrity of the Base Year files, copy FY 97 files into a separate subdirectory. 

�II.	UpdatE titles tO MATCH pOSTAL sERVICE FY 97 Mail Class Headers



	Using a DOS text editor, the information in TITLES is updated to incorporate the Postal Service’s mail class and subclass name changes for FY 97.  The file changes are highlighted below to facilitate identification.

TITLES

1-LETTERS&PARCELS

  -PRESORT LET&PAR

  -SINGLE PC CARDS

  -PRESORT PRI CDS

 PRIORITY

 EXPRESS

 MAILGRAM

 PERIODICAL-IN CNTY

  -REGULAR RATE

  -NONPROFIT

  -CLASSROOM

 STD A-SINGLE PIECE

  -REG ENH CAR RTE

  -REG STD OTHER

  -NP ENH CAR RTE

  -NP STD OTHER

 STD B-PARCELS ZONE

  -BND PRNTED MATTER

  -SPECIAL RATE

  -LIBRARY RATE

 USPS PENALTY

 FREE FOR BLIND

 INTERNATIONAL MAIL

 SS-REGISTRY

   -CERTIFIED

   -INSURANCE

   -COD

   -SPECIAL DEL

   -MONEY ORDERS

   -STAMPED ENVLPS

   -SPECIAL HNDLG

   -POS OFFICE BOX

   -OTHER

 TTL VOLUME VAR.

 OTHER 

 TOTAL COSTS

III.  rolling forward the base year to fy 97

	In testimony, USPS witness Patelunas (USPS-T-15) describes the Postal Service’s process for estimating the two years following the Base Year.  For brevity, his descriptions are not repeated in this document.  The updated Commission cost model incorporates the same factors as the Postal Service.  Those factors are (a) cost level factors, (b) changes in mail volume, (c) changes in the non-volume workload, (d) changes in the number of workdays (additional workday), (e) cost reductions, (f) other programs and (g) adjustments.�

A.	Update The Commission's Cost Model PESSA Factors 



	The FY 97 PESSA factors are based upon Postal Service components 569 (square footage), 570 (total rental value), 1294 ( parts and supplies), 1295 (maintenance labor), and 1296 (capital factors).  USPS-T-15, WP C, Table B at 1-4.  As a means of verifying the Postal Service's distribution keys, the Commission's model builds its own distribution keys.  Therefore, each of the above Postal Service components (569, 570, 1294, 1295, and 1296) is input into the model as a percent of the total component.  The Postal Service's data for components 569, 570, 1294, 1295, and 1296 is input into an EXCEL spreadsheet DISKY97.XLS�, worksheet Calculating_Pessa_factors at columns A98..H166.  The EXCEL spreadsheet (DISKY97.XLS, worksheet -- Calculating_Pessa_factors at columns E9..M70) calculates the percent each Postal Service “space category” is to the component total.  Beside each calculated factor is a number, ranging from 1�170, representing a factor.  See DISKY97.XLS,  worksheet "Calculating_Pessa_factors", columns D9..L70.  The assigned factor number appears in red to facilitate user identification. 

Each of the 170 factors is input into the FY97CP.FAC file.  FY97CP.FAC is discussed below.  The order each factor is input into FY97CP.FAC is important.  Therefore, the EXCEL file DISKY97.XLS has a worksheet named "Factor_file_base."  Columns A1..F38 of "Factor_file_base" automatically load the data from columns E9..M70 of "Calculating_Pessa_factors" in a specific order. 

B.	Building The FY97CP.FAC Factor File

Much of the data in the cost factor file FY97CP.FAC is in decimal format.  FY97CP.FAC contains the higher level supervision factor, the Commission’s segment 9 fixed attributable cost factor, a unit cost factor and the factors needed by the LRCOST and COSTMOD programs to distribute PESSA costs.  The Commission’s cost model programs require that titles of other factors be included in FY97CP.FAC.  For program identification purposes, each title is preceded and followed by two asterisks (**).  A copy of the OCA’s FY97CP.FAC file is provided  below.

lr=======FY97cp.fac:  convert USPS BY96LP.BIN to USPS FY97BR.BIN=======	

.06571066 .00757654 .08597817 .00589599 .00323814 1.00000000

.00693715 .00515867 .00436407 .00158048 .00342197 .00123127

.00815415 .01182794 .02338042 .00617669 .00567223 .01189098

.01124919 .00759181 .00115471 .00556527 .00843040 .01185351

.00391552 .00308469 .00143208 .00201758 .00100557 .00532082

.02145937 .02313760 .01343925 .03485792 .00136945 .00682537

.00091130 .00152979 .00828773 .11491334 .02857838 .00063391

.00254212 .11417161 .11505436 .01140820 .00229797 .07099456

.02200103 .01652043 .02044186 .01723134 .00359535 .02698109

.06986194 .00861559 .09340413 .00662204 .00376072 1.00000000

.00625431 .00502087 .00439880 .00157816 .00347311 .00130288

.00737147 .01061983 .02130704 .00656698 .00502662 .01071187

.01059271 .00682871 .00096350 .00510633 .00770304 .01025621

.00927792 .00272902 .00130370 .00184153 .00092200 .00483926

.02089864 .02294930 .01263968 .03488557 .00113113 .00701524

.00085585 .00151037 .00806749 .13187621 .02871467 .00061754

.00285680 .08390845 .11285116 .01081089 .00227829 .07256302

.02326732 .01302179 .01998034 .03026654 .00338354 .02538988

.00289674 .10926431 .02688839 .11247468 .01797327 .00225182

.03438182 .01116594 .03474871 .00033365 .00224836 .01111026

.02400921 .03733651 .00025003 .41219670 .00206401 .00852557

.02826285 .12161717 .01200421 .08005168 .12333697 .00599646

.08455334 .05146080 .02259582 .09512323 .00232887 .00530004

.01898421 .02382089 .01792864 .00184612 .23257125 .10258978

.01273123 .02727340 .01911792 .03174864 .02863650 .00508242

.01375359 .02390583 .00369129 .00743395 .00548369 .01508155

.01477120 .00025369 .00024319 .00414435 .01480485 .00370585

.00157567 .32873619 .02047231 .00217344 .00530946 .01609439

.00567813 .50760496 .46000000 .98080000 1.0000000 0

**cost level factors**					

**mail volume change**					

**nonvolume workload**					

**additional workday**					

**cost reductions**					

**other programs**					

**adjustments**					

**end**

�The FY97CP.FAC file contains six PESSA factors per row.  For consistency, and to more accurately replicate Postal Service data, each PESSA factor is input into FY97CP.FAC as a number carried out to the 8th  decimal place.  However, the last number appearing prior to the line “**cost level factors**” is “0”.  In Docket No. R97-1, there are 174 factors in FY97CP.FAC that are read into an array.  The maximum number of factors the array can handle is 190 floating point values.  When LRCOST uses the FY97CP.FAC file, the “0” acts as an end-of-data marker.  COSTMOD ignores the first 30 lines (or the 174 factors) of FY97CP.FAC and concentrates on using the data that appears after the 174 factors.

The Commission's cost model will not run if a factor in FY97CP.FAC has a value of “0”.  (End-of-file markers are excluded).  When the EXCEL file DIST97.XLS performs a calculation and the result is "0", the “0” must be replaced with a “1”.  For consistency, the “1” is input as "1.00000000".  (A factor of "0" causes the Commission's cost model programs to stop executing.  Then, an error message "direct key # = 0" appears on the screen.  Where "#" is the distribution key component number causing the error message.)  Two factors with a value of “0” occurred in the original FY97CP.FAC file.  However, the “0”s were replaced with “1”s.  To facilitate identification, the two “0”s that were changed have been highlighted in the copy of FY97CP.FAC shown earlier.

The last four factors in FY97CP.FAC are: ".46000000 .98080000 1.00000000 0".  The ".46000000" is the "Hl SUPV Factor" (higher level supervisor factor).  The amount shown in USPS-T-5, Workpaper A-1 at 145 is 46,000,000.  However, the  value is input into FY97CP.FAC  as ".46000000" (46,000,000 / 100,000,000).  The ".98080000" is the Commission's segment 9 special delivery messenger factor and is attributed to Express Mail, special delivery, and the international counterparts on the basis of piece volumes.  PRC Op. R90-1, Appendix J at 16-21 and 61.  (51,492 / (3,278 + 49,209 + 13)=0.9808.)   The "1.00000000" represents a unit factor used by the Commission's cost model.  The "0" is an end of data marker. 

C.	Verify And Update Postal Service  FY 97 And FY 98 Volumes

	The  FY 97 and FY 98 before and after rate volumes provided by the Postal Service in B.DAT (USPS library reference H-6) are compared with the volumes in components 2102, 2103 and 2104.  (See also USPS Exhibit�15A, revised 8/18/97 at 5).  Where volumes do not agree, BASEYEAR.DAT is updated to reflect those volumes shown in the USPS Exhibit�15A, revised 8/18/97 at 5.  Volumes in component 2101 are revised to include the FY 96 non-RPW volumes for stamped envelopes, special handling and P.O. Boxes.  Totals are updated to incorporate stamped envelope, special handling and P.O. Box volumes.  After all volumes are updated, XREAD is re-run by typing  “XREAD BASEYEAR.DAT”.  Each cost model command is re-executed using the batch file STARTUP.BAT to update all cost model data files.  (At the DOS prompt, type  “STARTUP”.)

D.	Use The Last Base Year “BIN” File To Start The Cost Model Roll Forward Process 



The roll forward process starts by using the last Base Year data file ending with a “BIN” extension.  In this docket, the last base year file is “BY96LP.BIN”.  Beginning with the last “BIN” file eliminates the PESSA distributions. 

1.	Building The Roll Forward Cost Factors In  FY97CP.FAC 

	The cost level  factors from FY96CP.FAC are replaced in the FY97CP.FAC file with cost level commands similar to those found in TYAR96P.FAC from Docket No. MC96-3, PRC-LR-5.  However, the instructions used to update FY97CP.FAC come from USPS library reference H-4 and H-6 (subdirectory \PSMAND03).  The cost level command factors are changed to reflect the factors provided in USPS Exhibit-15A at 1.  See also USPS library reference H-6, subdirectory \PSMAND03\FY97RCR\STAT, filename VBL1 and subdirectory \PSMAND03\FY97RCR\CONTR0L, and filename BEN2FACT.  A copy of the OCA cost level factor commands is provided on the next page.

�**COST LEVEL FACTORS**

cl,3,101,.000691

cl,25,201,.001193

cl,17,301,.030108

cl,1,401,.033535

cl,4,601,.030664

cl,13,701,.030664

cl,1,801,.027132

cl,2,901,.028808

cl,1,1003,.044291

cl,2,1001,.023891

cl,1,1101,.031032

cl,1,1102,.022853

cl,1,1103,.024209

cl,1,1104,.029700

cl,11,1201,.024744

cl,11,1212,.006200

cl,9,1223,.033700

cl,1,1301,.024113

cl,2,1303,.029700

cl,1,1305,.055800

cl,1,1306,.029100

cl,1,1307,.033700

cl,1,1308,.029100

cl,1,1302,.004966

cl,14,1309,.055800

cl,1,1401,.066300

cl,1,1402,.066300

cl,1,1403,.035100

cl,1,1404,.011900

cl,1,1405,.033700

cl,1,1406,.023568

cl,1,1501,.029700

cl,1,1502,.106281

cl,1,1503,.001300

cl,2,1504,.011900

cl,1,1506,.033700

cl,1,1507,.011900

cl,1,1601,.017672

cl,4,1602,.006200

cl,4,1606,-.058200

cl,1,1609,-.058200

cl,1,1611,.006200

cl,1,1616,.006200

cl,1,1801,.008569

cl,1,1802,.025612

cl,1,1803,.006071

cl,1,1804,.022180

cl,1,1805,.003418

cl,1,1821,.006200

cl,4,1823,.029100

cl,1,1902,.012669

cl,1,1903,.029100

cl,3,2014,.029100



Each “cl” statement represents an instruction to COSTMOD.  For example, the first “cl” statement (“cl,3,101,.000691”) informs COSTMOD that three sequential components (101, 102 and 103) are impacted.  The costs for each class and subclass of mail within cost components 101, 102 and 103 are to be multiplied by the factor “.000691.”  (The Postal Service factors are highlighted to facilitate their identification.)  The Postal Service’s cost level factor instructions are provided in USPS library reference H-4 at 526-530.  (The report header is “Member Name VBL1”.) 

2.	Building The FY 97 Roll Forward “Ripple” Files

	During the roll forward process,  COSTMOD uses the “ripple” file RIPDAT1 to produce the following cost effects: mail volume, non-volume workload and additional workday.  In this docket, the USPS instructions used in the OCA’s  RIPDAT1.DAT file come from USPS library reference H-4 at 531-538, report header “MEMBER NAME VBL2”, “op code” 21 and 18.  RIPDAT1.DAT is renamed RIPDAT1 prior to its use in the Commission’s updated cost model.  A copy of OCA’s FY 97 RIPDAT1.DAT  file is provided on the following page:

�RIPDAT1.DAT



20

3,201,216,302,1,301

1,202,1,304

8,204,602,706,1201,1212,1223,1309,1317,1,601

7,205,707,1202,1213,1224,1310,1318,1,701

7,207,710,1204,1215,1226,1312,1320,1,704

7,209,712,1205,1216,1227,1313,1321,1,713

1,208,5,706,707,708,710,712

1,211,1,901

1,212,1,902

1,217,12,304,601,602,603,701,704,706,707,708,

   710,712,713

4,1208,1219,1229,1315,2,901,902

1,1611,1,1102

1,220,1,316

1,221,2,1002,1002

1,222,1,801

1,223,1,312

1,224,1,301

1,225,28,301,302,303,304,306,307,308,309,310,311,312,313,314,315,316,

   317,601,602,603,604,701,704,706,707,708,710,712,713

3,215,203,307,79,101,102,103,201,202,204,205,206,207,208,209,210,211,

   212,214,216,217,218,219,220,221,222,223,224,225,

   301,302,303,304,305,306,308,309,310,311,312,313,314,315,316,317,

   401,601,602,603,604,701,702,703,704,705,706,707,708,709,710,711,712,

   713,801,901,902,1001,1002,1101,1102,1103,1201,1202,1203,1204,1205,

   1206,1207,1208,1209,1210,1211,1804

4,1806,1807,1809,1813,67,101,102,103,201,202,203,204,205,206,207,

   208,209,211,212,214,215,216,217,218,301,302,303,304,306,

   307,308,401,601,602,603,701,704,706,707,708,710,

   712,713,801,901,902,1001,1002,1101,1102,1103,1201,1202,1203,1204,

   1205,1208,1211,1301,1302,1601,1801,1802,1803,1804,1805,1806,1807,

   1809,1813,1901,1902



The first line of the RIPDAT1.DAT  file tells COSTMOD how many rows of instructions follow.  The “20” represents the total number of distinct rows in the RIPDAT1.DAT file.  A comma at the end of a line denotes that the series of instructions continues to the next line.  The first row of numbers “3,201, 216,302,1,301” indicates that 3 components 201, 216 and 302 are affected by 1 component -- 301.  Similar logic applies to the remaining 19 rows.

In USPS library reference H-6, \PSMAND03\FY97RCC\STAT\VBL5 (hereafter, FY97RCC-VBL5)  indicates that the volume mix and workyear mix adjustments use a different ripple file.  The four  Postal Service “op code” 21s in FY97RCC-VBL5 are replicated in the OCA’s VOLRIP1.DAT file.  The VOLRIP1.DAT file is used to incorporate the Postal Service’s adjustments.  VOLRIP1.DAT  is renamed RIPDAT1 prior to its actual use as explained in the program instructions provided later in this document. 

3.	Executing The Roll Forward Commands

	At the DOS prompt, type:

COPY RIPDAT1.DAT RIPDAT1�

COSTMOD BY96LP.BIN FY97CP.FAC 2101 2102 FY97BR.BIN.

The 2101 tells the computer the location of the Base Year volumes in BY96LP.BIN; 2102 represents the location of the volumes for FY 97.  When COSTMOD is run, screen prompts appear.  The first screen prompt is “Write file BY96LP.CL?”  Respond “Y” to save the results of the cost level effect to be viewed and printed later.

There are eight screen prompts.  Responding “Y” to each query creates a unique data file that provides a “snap shot” view of each cost impact.  The “snap shot” files are used to compare Postal Service data with that generated by the Commission’s updated cost model.  The final screen prompt is “Write file FY97BR.BIN?”  A “Y” response saves the FY 97 roll forward results prior to incorporating the volume and workyear mix adjustments.

The following is a list of file extensions for each cost effect: cost level factors (*.CL), mail volume changes (*.MV), non-volume workload (*.NV), additional workday, (*.WD), cost reductions (*.CR), other programs (*.OP) and adjustments (*.AD).

4.	Verify Cost Level Factors

	Using the PRMAT program to print the file, the results of BY96LP.CL are compared with those of USPS-T-15, WP-A. Pt. 1 and 2.  A copy of BY96LP.CL is provided at the end of this documentation (See tab BY COST LEVEL).

5.	Building The Cost Model Mail Volume Effect Commands

The mail volume effect (mv) commands from the Commission’s factor file in Docket No. MC96-3, PRC-LR-5, serve as the template for the instructions used in the OCA’s FY97CP.FAC file.  FY97CP.FAC is updated so that the cost model can replicate Postal Service data.  The source for updating FY97CP.FAC is the Postal Service data found in USPS library reference H-4, VBL2 at 531-539.  The “1” highlighted below comes from USPS library reference H-4 at 533, op code 24 --“0048 0001”.  A copy of the FY97CP.FAC mail volume effect instructions follow:

mv,

95,1, 101,301,304,305,401,601,604,701,713,801,901,902,903,904, 1001, 1002,

  1102, 1401, 1403, 1404, 1405, 1406, 1607, 1608, 2014, 2015, 1609,

  2105,2106,2107,2108,2109,2110,2111,2112,2113,2114,2116,2117, 

  2118,2119,2120,2121,2122,2123,,2124,2125,2126,2127,2128,2129,2130,

  2131,2132,2133,2134,2135,2136,2137,2138,2139,2140,2141,2142,2143,2144,

  2145,2146,2147,2148,2149,2150,2151,2161,2162,2180,2181,2182,2183,2184,

  2185,2186,2187,2188,2189,2190,

  309,310,311,312,313,314, 315,316,704.



“Mv” tells COSTMOD what instructions to execute.  There are 95 direct components; 1 component, the final component, “704” is handled differently than the other 94.  The Postal Service instruction “0048 0001” indicates that the component impacted is USPS component 48 (Commission’s component 704).  See USPS-LR-4 at 532-533.  The instructions given to COSTMOD do not change total component costs; the intent is to redistribute existing costs.

6.	Verify Mail Volume Changes

	Using the PRMAT program to print BY96LP.MV, compare the results of BY96LP.MV with USPS-T-15, WP-A. Pt. 1 and 2.  A copy of BY96LP.MV is provided at the end of this documentation (See tab BY MAIL VOLUME).

7.	Building The Cost Model Non-Volume Workload Commands

The non-volume workload (nv) commands in the Commission’s Docket No. MC96-3, PRC-LR-5, factor file serve as the template for the instructions appearing in the OCA’s FY97CP.FAC file.  FY97CP.FAC is updated with information from USPS library reference H-4, VBL3 at 539-543 and USPS Exhibit 15-A at 1.  A copy of the updated non-volume workload instructions appearing in FY97CP.FAC follows:

nv,1,101,-.00304

nv,2,704,713,.008000

nv,1,1001,.03000

nv,1,1003,.022000

nv,3,1101,1103,1104,-.00923

nv,1,1303,.03452

nv,1,1304,-.04764

nv,2,1502,1503,-.00923

nv,1,1501,.054050

nv,1,215,0

nv,1,221,0

nv,1,225,0



“Nv” tells COSTMOD what instructions to execute.  The first instruction, “nv,1,101,-.00304” indicates that 1 component, Commission component 101 receives a non-volume workload effect of “-.00304”.  The source of the “-.00304” is USPS Exhibit-15A at 1.  A description of the components impacted by the Postal Service’s non-volume workload is provided in USPS library reference H-4, VBL3 at 539-543.  The final three “nv” statements highlighted above, “nv,1,215,0”, “nv,1,221,0” and “nv,1,225,0” are added to zero out the cost effects that occur in components 215, 221 and 225, thereby allowing the Commission’s cost model to replicate the Postal Service data.

8.	Verify Non-Volume Workload Changes

	Using the PRMAT program to print BY96LP.NV, compare the results with USPS-T-15, WP-A. Pt. 1 and 2.  A copy of BY96LP.NV is provided at the end of this documentation (See tab BY NON VOLUME).

9.	Building The Cost Model Additional Workday Commands

The additional workday (ps) commands from the Commission’s factor file in Docket No. MC96-3, PRC-LR-5, serve as the template for the instructions used in the OCA’s FY97CP.FAC file.  The source of the commands in FY97CP.FAC comes from USPS library reference H-4, VBL4 at 544-549.  The source of the additional workday factors is USPS Exhibit 15-A at 1.  A copy of OCA’s updated additional workday instructions appearing in FY97CP.FAC follows:

ps,39,101,303,218,301,304,308,401,601,603,701,702,704,713,801,

 901,902,903,904,1001,1002,1003,1101,1102,1103,1104,1211,1222,

 1231,1307,1316,1401,1403,1404,1405,

 1502,1503,1504,1611,604,1,35,-.00043

ps,1,306,1,35,-.00043

ps,1,310,1,1,-.00043

ps,1,310,1,9,-.00043

ps,1,310,1,13,-.00043

ps,1,310,1,14,-.00043

ps,1,310,1,21,-.00043

ps,1,310,1,35,-.00043

ps,1,1802,1,29,-.00043

ps,1,1610,1,35,.000000

ps,4,215,221,222,225,1,35,.000000

ps,1,224,1,35,.000000



“Ps” tells COSTMOD what instructions to execute.  The first “ps” instruction tells COSTMOD  that 39 components are going to be affected.  The first component is 101; the last is component 604.  The 1 following the 604 indicates that one subclass or category in each component is impacted.  The 35 identifies the name of the subclass or category in TITLES (shown earlier) that is multiplied by the Postal Service’s additional workday factor.  To determine the line number referenced, count each line in TITLES.  The first line in TITLES is “1-LETTERS & PARCELS”;  the 36th line is “TOTAL COSTS.”  In this docket the additional workday factor for the 39 components in the first COSTMOD instruction is “-.00043.”  The source of the ”�.00043” is USPS Exhibit 15-A at 1.  (For example:  The “Other” costs for component 101 in BY96LP.BIN is 1,329,975, 1,329,975 * �.00043 = -571.8  rounded.  The “Other” costs for component 101 in BY96LP.WD file is -571.).

10.	Verify Additional Workday Changes

	Using the PRMAT program to print BY96LP.WD, the results compare with USPS-T-15, WP-A. Pt. 1 and 2.  A copy of BY96LP.WD is provided at the end of this documentation (See tab BY ADD. WORKDAY).

11.	Building The Cost Reduction Commands

a.	Allocating The Segment 2 Cost Reduction

	Postal Service cost reductions are shown in USPS witness Patelunas’ testimony, Exhibit-15A at 1-2.  The segment 2 cost reduction amount is 513 million (-513).  The amount can also be found in USPS library reference H-6 in \PSMAND03\FY97RCR\CONTROL\BEN2FACT. (Hereafter, BEN2FACT.)  The distribution key is described in USPS library reference H-4, Member Name VBL5 at 550.  The applicable four lines are:



0023 0216

0004 0007 …0025

0026 0029 …0675

0676 0677 …0000



Each segment 2 component receives a proportion of the 513 million cost reduction based upon the component’s proportion to total segment 2 costs.  For example, the component 201 total costs in BY96LP.BIN are 1,018,294.  Total segment 2 costs are 3,280,972.  Total component 201 costs are 1,018,294. (1,018,294/3,280,972 = 31 percent, rounded.  513 million * 31 percent  = 160 rounded.)  The cost reduction proportion for segment 201 (160 ) is allocated back to the classes and subclasses of mail on the basis of the costs in segment 201 BY96LP.BIN.  The same calculation is performed for each of the remaining segment 2 components.  The commands used to perform the above calculation in the Commission’s cost model is “cl,25,201,-513”. The commands tell the computer to start with component 201, continue for a total of 25 consecutive components and distribute the 513 million cost reduction on the basis of the pre-existing distribution keys.  See also USPS-T-15, WP-A, Pt. 1 and 2.

b.	Allocating The Segment 3 Cost Reduction

	USPS Exhibit-15A at 1 indicates that the segment 3 cost reduction amount is 575,665.  USPS library reference H-6, BEN2FACT indicates that the total segment 3 cost reduction amount is 535,627 (-72,121 - 39,983 - 4,953 - 3,712 - 11,062 - 14,866 - 368,353 = -535,627 -- trailing zero’s omitted).  USPS-T-15, WP-A at 1 indicates the total segment 3 cost reduction amount is 450,568.  This documentation reproduces the cost reduction amount of 450,568.  USPS-T-15, Appendix A at 10, provides information on a cost reduction of 449,581 distributed to component 301 by class of mail.  Commission component 2209 (OCR distribution key) does not receive a mail volume effect, while the other components do.  See Postal Service witness Patelunas’ response to Presiding Officer’s Information Request (POIR) No. 3.  The Postal Service omission is repeated in the OCA’s documentation to facilitate Postal Service data verification.  See also component 963 in USPS�T�15, Appendix A at 10.  The distribution key used by the Postal Service is built in the Commission’s cost model using the following commands:

di,2202,-11062,2119

di,2203,-368354,2118

di,2204,-5788,2174

di,2205,-863,2123

di,2206,-3712,2125

di,2207,-14866,2133

di,2208,-4953,2151

di,2209,-39983,2143

ds,301,8,2202,2203,2204,2205,2206,2207,2208,2209.





(The command “di,2209,-39983,2143” could be replaced with the following two commands: 

va, 1,2115,0.786

di,2209,-39983,2115



 to reflect USPS witness Patelunas’ POIR 3 response.)



	The cost reduction amount of 988 for component 304 (USPS component 1418) requires building a new distribution key.  See USPS-T-15, Appendix A at 10.  To create the new distribution key, use a DOS text editor to edit BASEYEAR.DAT.  Component 2174 contains zeros.  Edit component 2174 to add 100 to the following fields: STD B-PARCELS ZONE, TTL VOLUME VAR. and TOTAL COSTS.  The addition of 100 allows amounts to be properly distributed to STD B-PARCELS ZONE when the cost reduction commands are executed.  In FY97CP.FAC add the following instructions to distribute the cost reduction of 988:

	di,2201,-988,2174

	ds,304,1,2201.



Prior to executing the preceding two commands, the Commission’s cost model data files are updated to reflect the component 2174 change.  The cost model data file update process is described below.

USPS-T-15, Appendix A at 9,  indicates that a new distribution key is needed to accommodate Postal Service component 1419.  Commission component 2177 is used in the Base Year to distribute PESSA costs.  Since the roll forward process does not depend on the Base Year PESSA data file, component 2177 is edited to add 100 to the following fields: “INTERNATIONAL MAIL, TTL VOLUME VAR. and TOTAL COSTS.”  The change allows INTERNATIONAL MAIL to be properly distributed. 

After updating Commission components 2174 and 2177 in BASEYEAR.DAT, re-read the file into the Commission’s cost model matrix.  At the DOS prompt, the  command “XREAD BASEYEAR.DAT” is typed.  After XREAD finishes executing, each previously executed Base Year command is re-executed.  The task of re-executing each command is simplified by using the batch file STARTUP.BAT.  At the DOS prompt, the following command is typed “STARTUP”.  After STARTUP.BAT executes, each Base Year data file is updated to reflect the changes in Commission components 2174 and 2177.  No other segments or components are impacted.  

Copy the revised BY96LP.BIN to the DOS subdirectory containing the FY 97 data files.  The new BY96LP.BIN over-writes the previous version.  Changing 2174 and 2177 does not impact the Base Year results because the results in BY96LP.BIN are not impacted by PESSA distributions.

c.	Allocating The Segment 6 Cost Reduction

	USPS-T-15, WP A, Pt. 1 and 2, and BEN2FACT indicate that segment 6 costs are reduced by 201.542 million.  See USPS library reference H-4 and H-6. The Postal Service command in VBL5 distributing the segment 6 cost reduction is “0609 0120 0043”.  Postal Service component 609 is a new “FY 97 and FY 98  DPS” distribution key.  See USPS-T-5, Workpaper A, Manual Input Requirement at 131-32 and USPS library reference H-4 at 230.  

The distribution key, Postal Service component 609, is manually input into BASEYEAR.DAT using a DOS text editor.  At this time, the Commission’s segment 21 cost model matrix does not have any unused components.  However, component 2109 (formerly a distribution key for Mailgrams) is not used in this docket.  Therefore, the Postal Service component 609 data is input into Commission component 2109.  After completing data input , BASEYEAR.DAT is re-read into the Commission’s cost model matrix.  At the DOS prompt, type “XREAD BASEYEAR.DAT” and each Base Year command is re-executed.  At the DOS prompt, type “STARTUP”.  Copy the updated BY96LP.BIN to the DOS subdirectory containing the FY 97 data files.  The previous BY96LP.BIN file is over-written.

The following commands are input into FY97CP.FAC to distribute the cost reduction amount of 201.542 million to segment 6: 

	di,2210,-201542,2109

	ds,601,1,2210

d.	Allocating The Segment 14 Cost Reduction

	USPS Exhibit-15A indicates that the segment 14 cost reduction is 64.467 million.  However,  both BEN2FACT and USPS-T-15, WP A, Pt 1 at 613-14, indicate that the total domestic air cost reduction is 92.365 million.  USPS library reference H-4, filename VBL5 (hereafter, VBL5), instruction “0142 0133 0142” indicates that  Postal Service component 142 (Commission component 1401) acts as both the distribution key and the component being acted upon.  The factor number, 0133, represents the amount in BEN2FACT to be distributed.  The Commission cost model instruction replicating this instruction is “cl,1,1401,-64467”.  

USPS-T-15, WP A, Pt 1 at 599-600, indicates that Standard Mail (B) Parcels Zone Rate gets a highway cost reduction of 27.898 million.  The instruction in VBL5 distributing the 27.898 million is “1418 0084 0143”.   (1418 is the Postal Service distribution key,  0084 is the Postal Service factor from BEN2FACT, 0143 is the Postal Service component being acted upon.)  To replicate the Postal Service’s distribution in the Commission’s cost model, use the following instructions:

di,2211,-27898,2174

ds,1403,1,2211



12.	Verify Cost Reduction Changes

	Using the PRMAT program to print the results of BY96LP.CR, compare the results with USPS-T-15, WP-A. Pt. 1 and 2.  A copy of BY96LP.CR is provided at the end of this documentation (See tab BY COST REDUCTION).

13.	Building The Other Programs Commands

	The source for the other program commands is USPS library reference H-4, Member Name VBL6 at 552-556.  The factor numbers and other program amounts are in USPS library reference H-6, BEN2FACT.  The instructions given by the Postal Service data is replicated in much the same way as described in section 13, Building The Cost Reduction Commands.  When I put Postal Service component 587 data in the Commission’s component 2026, I got an error message regarding file size.  Therefore, I put the Postal Service’s other program amount of -88,017, for component 587 (Commission component 2026) in the Commission’s component 2025.  There is no adverse impact of putting -88,017 in component 2025 versus 2026.

	This documentation replicates the Postal Service’s use of the OCR distribution key in segment 3 component 301.  In USPS library reference H-4, Member Name VBL6 (hereafter, VBL6), the Postal Service command is “0963 0174 0035”.  The commands that replicate the Postal Service data are:

di,2214,6112,2143

ds,301,1,2214



In the Commission’s cost model, incorporating the 78.6 percent volume variability requires substituting the following commands:

di,2214,6112,2115

ds,301,1,2214



A similar variability issue occurs when distributing -39,983 to segment 301.  The Commission’s 100 percent variability statement, “di,2219,622,2143” could be changed to “di,2219,622,2115” to incorporate a 78.6 percent volume variability. 

14.	Verifying Other Program Changes

	Using the PRMAT program to print BY96LP.OP, compare the results with USPS-T-15, WP. A, Pt 1 and 2.  A copy of BY96LP.OP is provided at the end of this documentation (See tab BY OTHER PROGRAMS).

15.	Verifying FY96LR.BIN

	Prior to adding the volume and workyear mix adjustment, there are no other adjustments to the FY 97 data.  Therefore, after executing the commands listed in section 5, “Executing The Roll Forward Commands” and responding “Y” to each screen prompt, the pre-volume and pre-workyear mix adjustment for FY 97 is summarized in the data file FY97BR.BIN.  Using the PRMAT program to print FY97BR.BIN, compare the results with USPS-T-15, WP A.

�IV.	Replicating Postal Service Workyear and volume mix Adjustments



	The Postal Service’s volume mix adjustment between the Base Year and FY 97 is incorporated into the factor file called FY97VCP.FAC.  The Postal Service’s volume mix adjustments appear in the OCA’s FY97VCP.FAC file in the section for mail volume changes.  Ripple files in the Commission’s cost model do not act upon cost reductions; therefore, the volume mix adjustments which require a ripple effect are input in the mail volume change section.  The commands added to FY97VCP.FAC are shown below. 

di,2201,-77452,2152

ds,301,1,2201

di,2202,-473,2152

ds,307,1,2202

di,2203,-5925,2152

ds,201,1,2203

di,2204,-139,2152

ds,203,1,2204

di,2205,-209,2152

ds,215,1,2205

di,2206,-7,2152

ds,216,1,2206

di,2207,-162,2152

ds,224,1,2207

di,2208,-615,2152

ds,225,1,2208



The Postal Service volume mix adjustment distribution key is USPS component 1417 (Commission component 2152).  See USPS-T-5, Workpaper A at 131-132.1.  The Postal Service volume mix adjustments appear in USPS-T-15, WP B.

	The Postal Service’s workyear mix adjustment between Base Year and  FY 97 is incorporated into the file FY97MCP.FAC.  The Postal Service identifies the workyear mix adjustments as cost reductions.  USPS-T-15 at 15.  The workyear mix adjustments do not get a ripple adjustment. See USPS library reference H-4 at 530 and 604.  In FY97MCP.FAC, the commands are input into cost reductions and are listed below.

cl,17,301,-7005

cl,17,601,21692 



	To incorporate the volume mix adjustments into the Commission’s cost model data, type the following commands at the DOS prompt, 

	COPY VOLRIP.TXT RIPDAT1

COSTMOD FY97BR.BIN FY97VCP.FAC 2102 2102� FY97VBR.BIN

When COSTMOD runs, screen prompts appear.  When the screen prompt “Write file FY97BR.MV?” appears, respond “Y” to save the results of the mail volume change to be viewed and printed later.  When the screen prompt “Write file FY97VBR.BIN?” appears, respond “Y” to save the results of the FY 97 volume mix adjustments.  A copy of the volume mix cost reduction adjustments in FY97BR.MV is provided at the end of this document (See tab FY 97 VOL & MIXADJ).  A copy of the final data file, FY97VBR.BIN, is provided at the end of this document (See tab FY97VBR.BIN).

	To incorporate the workyear mix adjustments into the Commission’s cost model data, type the following command at the DOS prompt, 

COSTMOD FY97VBR.BIN FY97MCP.FAC 2102 2102 FY97MBR.BIN

When COSTMOD runs, screen prompts appear.  When the screen prompt “Write file FY97VBR.CR?” appears, respond “Y” to save the results of the workyear mix adjustment to be viewed and printed later.  When the screen prompt “Write file FY97MBR.BIN?” appears, respond “Y” to save the final results of the FY 97 workyear mix adjustments.  A copy of the workyear mix adjustment in FY97VBR.CR is provided at the end of this document (See tab FY 97 VOL & MIXADJ).  A copy of the final workyear mix data file, FY97MBR.BIN is provided at the end of this document (See tab FY97MBR.BIN).

V.	REPLICATING THE POSTAL sERVICE’S FY 97 “B REPORT COST SEGMENT SUMMARY”	 

	

	The FY 97 PESSA factors appear in the first 30 lines of the FY97CP.FAC file.  To distribute the PESSA costs, a copy of the PESSA96P.FAC file used in this docket serves as the template for PESSA97P.FAC.  To replicate Postal Service data, differing OCR variabilities are incorporated.  The PESSA costs are allocated using the following command:

LRCOST FY97MBR.BIN PESSA97P.FAC FY97CP.FAC FY97LP.LR

The results comparable to Postal Service data, USPS-T-15, WP C, Table C at 1-5 is provided in exhibit OCA 103.  Exhibit OCA 104 provides results comparable to Postal Service data, USPS-T-15, WP C, Table D.  For details regarding preparation of exhibits OCA 103 and 104, see OCA-LR-4, sections V(G) and (H).



� Differences between the Postal Service’s results and my results are minor and appear to be due to rounding.

� When DIST97.XLS loads, it tries to re-establish links.  There are no links external to this file.

� The cost model looks for either a RIPDAT1 or RIPDAT file.

� The same two volume columns appear because the mail volume adjustment has been previously incorporated.





�



Footnote Continued From Previous Page.
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