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	The Office of the Consumer Advocate hereby gives notice of the filing of the following corrections to the testimony of James F. Callow (OCA-T-100), filed on February 8, 1999.  The changes to the testimony are set forth below.  The corrected pages of the testimony are attached.





OCA-T-100


Page�
Line�
Correction�
�
24�
6�
Change “postage charge” to “discount rate”�
�
24�
9�
Change “charge” to “rate”�
�
25�
1�
Change “greater” to “lesser”�
�
25�
15�
Insert “of” between “number” and “mailpieces”�
�






27�
Table 1�
Eliminate “3/5B” Presort Level and Rates from tables A.1, A.2, B.1, B.2, BJ.1 and BJ.2.  Eliminate “5B” and “3B” Presort Level and Rates from tables A.48, B.48 and BJ.48, and change rates in row 48.  Reorient tables, with job-types horizontally and page-counts vertically.�
�
29�
Footnote 59�
In the seventh line, delete “Tr. 8/1770”�
�






Respectfully submitted,








					EMMETT RAND COSTICH


					Attorney


					Office of the Consumer Advocate�
	Two practical results are obtained from this pricing formula.  First, it ensures that all Mailing Online mailpieces, at a minimum, receive the discount rates for which the mailings would qualify if entered as hardcopy directly with the Postal Service.  Second, the formula automatically adjusts postage charges to reflect the actual batching experience of the Postal Service during the course of the experiment.


	My pricing formula produces a blended discount rate consisting of the proposed Automation Basic discount rate and an experience-based weighted average rate based upon Postal Service volume data from batching and presorting.  During the first period of the experiment, the postage rate is the same for all mailings—the assumed single average (i.e., Automation Basic) discount rate proposed by the Postal Service.  Cumulative depth of sort data is collected for each possible job-type/page-count category.�  At the end of the period, a weighted average rate for each job-type/page-count category is calculated based on the actual depth of sort achieved for that category.�  During the second and subsequent periods, each customer is offered the lesser of its “stand-alone” rate or a blended discount rate consisting of the assumed single average discount rate and the experienced-based weighted average rate for the submitted job type.  The specific blended discount rate offered is adjusted by a weighting factor applied to each formula component during each period.  The weighting factor increases gradually as the experiment progresses, resulting in more “weight” assigned to the discount derived from Postal Service experience and successively less “weight” to the assumed single average discount rate.  At the conclusion of the experiment, postage charges are entirely experience-based.


	The derivation of an experience-based weighted average rate is commonplace in the determination of postage charges, and a familiar process to the Postal Service.  In the case of hardcopy mail entered directly with the Postal Service, where a mailing exceeds the minimum volume requirements, it will qualify for some or all of the various presort discounts available.  The mailer’s total postage charge, then, is the sum of the presort discount rates times the number of mailpieces that qualify at each presort level.  In effect, the mailer’s total postage charge for the mailing is nothing more than an experience-based weighted average discount rate specific to the mailing.


	In the case of Mailing Online, the derivation of the experience-based weighted average rate requires the collection of volume data showing the extent of �
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MAILING ONLINE "LOOK-UP" TABLES FOR FIRST CLASS MAIL CONTAINING PERIODIC AND CUMULATIVE VOLUME DATA BY JOB TYPE BY PAGE COUNT BY PRESORT LEVEL�
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Table I.59  The first set consists of Mailing Online volume data by presort level during the current period for each job-type/page-count category (the “Period n” volume column).  The second set consists of the cumulative volume data for each job-type/page-count category as presorted for all periods other than the current period (the “All Prior Periods” volume column).  The cumulative volume data and rate information are used to derive the experience-based weighted average rates shown in each “look-up” table.  The experienced-based rates are used in the formula to calculate the blended discount rates in the current period.


	Consequently, for each job-type/page-count category, if x represents the experience-based weighted average rate, and y the assumed single average discount rate proposed by the Postal Service, the blended discount rate (D) for any mailing of the job-type/page-count category is





D = xw + y(1-w)						Equation 1
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March 3, 1999





� The Postal Service states that there are 62 Mailing Online job-types, and a maximum of 48 pages for each job-type, resulting in nearly 3,000 job-type/page-count “batches.”  Tr. 6/1354 (Garvey, OCA/USPS-T1-45(f)).  However, during the operation of Mailing Online, not all job-type/page-count combinations are likely to be “commingled” or “batched,” Tr. 7/1721-22 (Garvey); that is, “aggregated into a single file.”  Tr. 2/194 (Garvey, OCA/USPS-T1-19(a)(ii)).  The Postal Service identifies “co-mingled batches,” as well as “separate batches,” which consist of mailpieces that have not been batched at all.  Tr. 6/1353 (Garvey, OCA/USPS-T1-45(b)).  I use the term “job-type/page-count category” to describe the nearly 3,000 job-type/page-count combinations prior to batching, since all job-type/page-count volume data is relevant to my proposal, whether a result of batching or not.  By contrast, I reserve the term “job-type/page-count batch” or “batch” to mean a single file of like mailpieces (i.e., the same job-type/page-count) that have been batched.


� “Depth of sort” and “level of presort” are defined as “a vector of integers whose elements are the volumes of a mailing that qualified for the various available presort discounts (as shown on a Qualification Report), the order of the elements being from greatest discount to no discount.”  See Tr. 8/1773 (Plunkett, OCA/USPS-T5-51(d)).


59 The Mailing Online system will produce the presort-level volume data to derive the experience-based weighted average rate for each job-type/page-count category.  As currently configured, the Postal Service’s processing center computer will require job-type, page-count, address list ZIP+4 Codes and print site ZIP Code tables to permit distribution to print sites, batching, and the presortation of batches.  Tr. 8/1774 (Plunkett, OCA/USPS-T5-51(a)-(c)).  Moreover, the Mailing Online system is currently being modified to enable a Mail.dat reporting option.  (Garvey, OCA/USPS-T1-72(c)(i)).  This option would permit reporting on the association of mailing statements on presort qualification with batch information.  Id.  “With the eventual advent of the Mail.dat utility, depth of sort information for non-qualifying mailings will also become available.” Tr. 8/1770 (Plunkett, OCA/USPS-T5-48(a)-(c)).
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