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�I.	Introduction

	

	This library reference is a continuation of the Base Year and FY 97 cost model documentation presented in OCA-LR-4 and OCA-LR-6, of this docket.  After the Commission’s updated cost model is run to generate the FY 97 data, the steps described in this document may be used to continue rolling forward the Commission’s updated cost model to FY 98 – the Test Year.  To maintain consistency in the directions provided the user, copy all data files provided on the diskette in this library reference, OCA-LR-7, into a DOS subdirectory that differs from that used to develop the Base Year and FY 97 data.

�II.  rolling forward the data from fy 97 To FY 98 

	In his testimony, USPS witness Patelunas (USPS-T-15) describes the Postal Service’s process for estimating future year costs.  As stated in OCA-LR-4 and OCA-LR-6, 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 98 PESSA cost 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 and WP E, Table B at 1-4.  The Factor Report data appearing in USPS-T-15, WP-E, Table B at 1-4 is compared with the data in OCA’s DISKY97.XLS file to verify whether or not the Postal Service made changes when rolling forward the FY 97 data to FY 98.  There are no changes in the factors, therefore, the FY97CP.FAC file serves as the template for FY98CP.FAC.  

B.	Use The FY97VBR.BIN File To Roll Forward FY 97 Data To FY 98



Rolling forward the FY 97 data to FY 98 begins with the FY97VBR.BIN file. The FY 97 file, FY97MBR.BIN, is not part of the roll forward process.  The FY97MBR.BIN workload adjustment file is used to confirm that the updated Commission’s cost model replicates USPS data.  However, continuing the roll forward process with FY97VBR.BIN eliminates the workload adjustment and the FY 97 PESSA distributions. 

1.	Building The Roll Forward Cost Factors In FY98CP.FAC 

	The file instructions used to update FY98CP.FAC are found in USPS library reference H-4.  The instructions are also available in USPS library reference H-6, subdirectory  \PSMAND03.  The FY 98 cost level (cl) command factors reflect the factors provided in USPS Exhibit-15A at 3 and USPS Exhibit-15A, revised 9/2/97 at 4.  See also, USPS library reference H-6, subdirectory  \PSMAND03\FY98RCB\STAT\ filename VBL1 and subdirectory \PSMAND03\FY98RCB\CONTR0L\ filename BEN2FACT.  A copy of the cost level factor commands used in the OCA’s file is provided on the next page.

�**COST LEVEL FACTORS**

**cost level factors**					

cl,3,101,.024837

cl,25,201,.02198

cl,17,301,.023762

cl,1,401,.025916�

cl,4,601,.0249

cl,13,701,.0249

cl,1,801,.020939

cl,2,901,.022232

cl,1,1003,.021357

cl,2,1001,.011845

cl,1,1101,.024126

cl,1,1102,.020587

cl,1,1103,.022347

cl,1,1104,.0319

cl,11,1201,.022015

cl,11,1212,.00190

cl,9,1223,.0288

cl,1,1301,.023822

cl,1,1302,.019577

cl,2,1303,.0319

cl,1,1305,.0442

cl,1,1306,.0261

cl,1,1307,.0288

cl,1,1308,.0261

cl,14,1309,.0442

cl,1,1401,-.0294

cl,1,1402,-.0294

cl,1,1403,.014

cl,1,1404,.0286

cl,1,1405,.0288

cl,1,1406,-.009726

cl,1,1501,.0319

cl,1,1502,.001438

cl,1,1503,.001600

cl,2,1504,.0024

cl,1,1506,.0288

cl,1,1507,.0024

cl,1,1601,.021353

cl,4,1602,.0019

cl,3,1606,.0288

cl,1,1609,.0288

cl,1,1611,.0019

cl,1,1616,.0019

cl,1,1801,.018537

cl,1,1802,.021889

cl,1,1803,.020294

cl,1,1804,.020771

cl,1,1805,.019025

cl,1,1821,.0019

cl,1,1823,.0261

cl,1,1824,.0261

cl,1,1825,.0261

cl,1,1826,.0261

cl,1,1902,.203484

cl,1,1903,.0261

cl,3,2014,.026100



Each “cl” statement represents an instruction to the program COSTMOD.  For example, the first “cl” statement (“cl,3,101,.024837”) 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 is multiplied by the factor “.024837.”  (The Postal Service factors are highlighted to facilitate their identification.)  The Postal Service’s cost level factor instructions are also provided in USPS library reference H-4 at 982-986.  The report header is “Member Name VBL1”.  

2.	Building The FY 98 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.  For FY 98, there is no additional workday effect.  See USPS-T-15, Exhibit-15A at 3 and Exhibit-15A, revised 9/2/97 at 4.

In this docket, the USPS instructions used in the OCA’s RIPDAT1.DAT file are from USPS library reference H-4 at 987-993A,  report header “MEMBER NAME VBL2”, “op code” 21 and 18.  The instructions for FY 98 and FY 97 are the same.  Therefore, a copy of the FY 97 RIPDAT1.DAT file serves as the template for the FY 98 file.  RIPDAT1.DAT  is renamed RIPDAT1 prior to its use.  For more information on RIPDAT1.DAT, see OCA-LR-6.

3.	Executing The Roll Forward Commands

	At the DOS prompt, type:

COPY RIPDAT1.DAT RIPDAT1�

COSTMOD FY97VBR.BIN  FY98CP.FAC 2102 2104  FY98BR.BIN.

The 2102 tells the computer the location of the FY 97 volumes in the  FY97VBR.BIN file; 2104 represents the location of the FY 98 volumes.  When COSTMOD is run, screen prompts appear.  The first screen prompt is “Write file FY97VBR.CL?”  Respond “Y” to save the results of the cost level effect.

A total of eight screen prompts appear.  Since there are no additional workday factors in FY 98,  respond “N” to the screen prompt “Write file FY97VBR.WD?”   Also, there are no additional adjustments, therefore, respond “N” to the screen prompt “Write file FY97VBR.AD?”  Responding “Y” to the other 5 cost effect queries 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 eighth and final screen prompt is “Write file FY98BR.BIN?”  A “Y” response saves the COSTMOD FY 98 roll forward results.

The following list indicates the 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 FY97VBR.CL, compare the results with those of USPS-T-15, WP-G.  A copy of FY97VBR.CL is provided at the end of this documentation (See tab TY COST LEVEL).

5.	Building The Cost Model Mail Volume Effect Commands

The mail volume effect (mv) commands from the OCA’s FY 97 FY97CP.FAC serve as the template for the instructions used in the OCA’s FY98CP.FAC file.  The source for updating FY98CP.FAC is the Postal Service data found in USPS library reference H-4, VBL2 at 987-993A.

The “1” highlighted below is derived from USPS library reference H-4 at 989, op code 24 --“0048 0001”.  A copy of the FY98CP.FAC mail volume effect instructions follows:

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 program 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.

6.	Verify Mail Volume Changes

	Using the PRMAT program to print FY97VBR.MV, compare the results with USPS-T-15, WP-F, Pt. 1 and 2.  A copy of FY97VBR.MV is provided at the end of this documentation (See tab TY MAIL VOLUME).

7.	Building The Cost Model Non-Volume Workload Commands

The non-volume workload (nv) commands in the OCA’s FY97CP.FAC file, from OCA-LR-6 serve as the template for the instructions appearing in the OCA’s FY98CP.FAC file.  FY98CP.FAC is updated with information from USPS library reference H-4, VBL3 at 994-998 and USPS Exhibit-15A at 3 and USPS Exhibit-15A, revised 9/2/97 at 4.  A copy of the updated non-volume workload instructions from FY98CP.FAC follows:

nv,1,101,-.00315

nv,2,704,713,.008000

nv,1,1001,.03000

nv,1,1003,.022000

nv,3,1101,1103,1104,.02038

nv,1,1303,.033337

nv,1,1304,-.05003

nv,2,1502,1503,.02038

nv,1,1501,.01164

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,-.00315” indicates that 1 component, Commission component 101 receives a non-volume workload effect of “-.00315”.  The final three “nv” statements, “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 Postal Service data.

8.	Verify Non-Volume Workload Changes

	Using the PRMAT program to print FY97VBR.NV, compare the results with USPS-T-15, WP G.  A copy of FY97VBR.NV is provided at the end of this documentation (See tab TY NON VOLUME).

9.	Building The Cost Reduction Commands

Postal Service cost reductions are shown in USPS witness Patelunas’ testimony, Exhibit-15A at 3 and Exhibit-15A, revised 9/2/97 at 4. The amounts are also on diskette in USPS library reference H-6 in subdirectory  \PSMAND03\FY98RCA, filename BEN2FACT.  (Hereafter, BEN2FACT.)  The distribution key is also described in USPS library reference H-4, Member Name VBL5 at 1005-1006.  For more details on the OCA commands used to replicate the Postal Service’s cost reductions, see OCA-LR-6. 

10.	Verify Cost Reduction Changes

	Using the PRMAT program to print the results of FY97VBR.CL, compare the results with USPS-T-15, WP G.  A copy of FY96VBR.CL is provided at the end of this documentation (See tab TY COST REDUCTION).

11.	Building The Other Programs Commands

	The source for the other program commands is USPS library reference H-4, Member Name VBL6 at 1007-1011.  The factor numbers and other program amounts are in USPS library reference H-6.  For more detail on the OCA commands used to replicate other programs, see OCA-LR-6.

12.	Verify Other Program Changes

	Using the PRMAT program to print FY97VBR.OP, compare the results with USPS-T-15, WP G.  A copy of FY97VBR.OP is provided at the end of this documentation (See tab TY OTHER PROGRAMS).

�III.	Replicating Postal Service Workyear mix Adjustments

The Postal Service’s workyear mix adjustment between FY 97 and the Test Year is incorporated into the factor file called FY98WCP.FAC.  The Postal Service identifies the workyear mix adjustments as cost reductions.  The instructions for the workyear mix adjustment are in USPS library reference H-4 at 1033.  The commands input into FY98WCP.FAC are:

cl,17,301,-39628

cl,4,601,-7491

cl,13,701,-17685



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

COSTMOD FY98BR.BIN FY98WCP.FAC 2104 2104� FY98WBR.BIN

When COSTMOD runs, screen prompts appear.  When the screen prompt “Write file FY97BR.CR?” appears, respond “Y” to save the results of the workyear mix adjustment.  When the screen prompt “Write file FY98WBR.BIN?” appears, respond “Y” to save the file results.  Respond “N” to all other screen prompts.  A copy of the workyear mix adjustment file, FY98WBR.CR, is provided at the end of this document (See tab FY 98 MIXADJ).

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

	

	The FY 98 PESSA factors appear in the first 30 lines of the FY98CP.FAC file.  To distribute the PESSA costs, a copy of the PESSA97P.FAC file used in this docket serves as the template for PESSA98P.FAC.  The Postal Service did not change the PESSA allocations when the data was rolled forward from FY 97 to FY 98.  The PESSA costs are allocated using the following command:

LRCOST FY98WLP.LR  PESSA98P.FAC  FY98CP.FAC FY98LP.LR

The results comparable to Postal Service data, USPS-T-15, WP G, Table C at 1-3 are provided in exhibit OCA 105.  Exhibit OCA 106 provides results comparable to Postal Service data, USPS-T-15, WP G, Table D at 1-8.  For a description of how the data comparison is prepared, see OCA-LR-4.  Exhibit OCA107 presents a comparison of OCA’s results with Postal Service FY 98 data.

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

� The files in USPS library reference H-6, \PSMAND03\FY98RCB\STAT\VBL1  and \PSMAND03\FY98RCA\CONTR0L\BEN2FACT indicate that the factor is 0.025922.  However, USPS Exhibit-15A  at 3, indicates the factor is 0.025916.  Both factors were run in the OCA’s updated version of the Commission’s cost model.  The 0.025916 appears to be the factor that more closely replicates USPS data.

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

� The same two columns for volumes appear because the mail volume adjustment has already been incorporated into the data file.
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Footnote Continued From Previous Page.
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