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USPWRIAA et al.-Tl-32. Please refer to your response to USPS/RNA et al.- 

Tl-7. Table 3 in Exhibit K of witness Crum’s testimony (USPS-T-28) shows the 

estimated actual cost per piece for Standard Mail (A) flats and parcels in fiscal 

year 1996. As repeated on page 11 of USPS-T-28 and referenced in your 

testimony, the cost difference between parcels and flats is 40.3 cents. To 

compare costs to revenues, you adjust the cost difference to 33.4 cents. (See 

page 4, lines 19-20 of your testimony). Your response states that you do not 

make any similar adjustment to average revenues because “[b]y relying on the 

actual data from the 1996 Revenue, Pieces and Weight (“RPW”) to compute 

average revenues, the actual mix of dropshipping and presortation and its impact 

on revenues has been considered.” 

a. Please confirm your understanding that the actual mix of dropshipping and 

presortation is reflected in actual 1996 revenue data. If you cannot confirm, 

please explain. 

b. Please confirm that the estimated costs used by witness Crum to calculate 

the 40.3-cent cost difference reflect actual 1996 cost data. If you cannot 

confirm, please explain. 

c. Please confirm that your rationale for making the adjustment to costs traces 

back to page 12. lines 9-10 of witness Crum’s testimony, where he states: 

“Standard Mail (A) flats are somewhat more finely presorted and deeply 

dropshipped than parcels.” If you cannot confirm, please explain. 

d. Please confirm that one of the reasons that parcels cost more than flats is 

that they are less finely presorted and less deeply dropshipped. If you cannot 

confirm, please explain. 

e. Please confirm that one of the reasons that parcels bring in more revenue 

than flats is that they are less finely presorted and less deeply dropshipped. If 

you cannot confirm, please explain. 

f. Please confirm that you make no adjustment to revenues because you 

believe that the actual mix of dropshipping and presorting is reflected in 

actual 1996 revenue data, while you do make an adjustment to costs 



because you believe that the actual mix of dropshipping and presorting and 

its impact on costs is not reflected in actual 1996 cost data. If you confirm, 

please explain the logic of making an adjustment to actual cos,ts without 

making an equivalent adjustment to actual revenue. If you do not confirm, 

please explain fully. 

USPWRIAA et al.-Tl-33. Please refer to your response to USPS-RIAA et. al.- 

Tl-24 and the response of witness Bradley to OCANSPS-T14-I, Tr. 1 l/5357 

referenced in that question. Your response states that witness Bradley’s 

“procedure simply applies the system average of variability for MODS offices to 

all non-MODS cost pools.” You criticize this approach for “mask[ing] any mix 

differences in the use of resources with differing variabilities.” 

a,. Please confirm that witness Bradley’s interrogatory response breaks the non- 

MODS activities down by cost pool and applies the cost-pool specific 

variabilities from the MODS analysis. If you cannot confirm, please explain. 

b. Please refer to witness Bradley’s response cited above and confirm that 

when the volume variable costs for the non-MODS offices are combined, one 

gets virtually the same result as the MODS system variability. ,(77.9% vs. 

78.6%). If you cannot confirm, please explain. 

c. Please confirm that this negates the notion that the mix of costs in the non- 

MODS offices are different from MODS offices and thus the relative 

magnitude of the cost pools are different. If you cannot confirm, please 

explain fully. 

d. In light of the additional analysis presented by witness Bradley in the cited 

interrogatory response, please explain fully why the “system” variability from 

MODS offices cannot be accurately be applied to the non-MODS offices. 



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 12 of the Rules of 

Practice. 

Scott L. Reiter 

4’75 L’Enfant Plaza West, SW. 
Washington, D.C. 20260-I 137 
February 13, 1998 


