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Development of Asset and Liability Allocation to Competitive Products

This library reference provides an explanation of the Commission’s allocation of the Postal Service’s assets and liabilities from its FY 2007 audited balance sheet to the theoretical competitive products enterprise.  The library reference includes a narrative description of the method used to allocate the balance sheet and an Excel spreadsheet (asset.valuation.competitive2007.XLS), which contains the estimated theoretical competitive products enterprise balance sheet, the distribution keys used in the allocation, and a listing of the accounts from the books of account that groups the assets and liabilities as shown in the balance sheet.

Methodology of Allocation

The allocation methodology is based on Treasury’s assumption that the “separation of assets could be achieved with the same cost drivers currently used for depreciation and other expenses in the USPS postal classes and subclasses costing system”.  Treasury Report, at 26.  Using costs from the FY  2007 Cost Segments and Components Report (PRC Lib. Ref. 2, Docket No. ACR2007) and  Table IV-A-1 in the Commission’s Annual Compliance Determination Report,
 the Commission developed allocation keys, consisting of the following:

Total Revenues

Mail Processing Equipment Depreciation

Vehicle Depreciation

Building Depreciation

Leasehold Depreciation

Repriced Annual Leave

Workers Compensation (is it possessive & if so, plural possessive?)

Total Labor Costs

These allocation keys are located in the spreadsheet tabs assets and liabilities.

Adjustments to Costs:  The FY 2007 Cost Segments and Components (CSC) Report did not report costs separately for competitive and market dominant products.  While all of Express and Priority Mail are part of the competitive group of products, parcel post and international mail consist of both competitive and market dominant products.  Therefore, a method of allocating the costs between competitive and market dominant products for parcel post and international mail was used.


Using Table IV-A-1 in the Commission’s Annual Compliance Determination Report, ratios of competitive products attributable costs and revenues to total Postal Service costs and revenues are used to allocate the component costs from the CSC Report to competitive parcel post and international mail.  For example, the equipment depreciation costs for competitive parcel post are based on the ratio of total competitive parcel post attributable costs to total attributable costs multiplied by the total parcel post attributable cost for equipment depreciation, or in equation form as:

((426104+32135)/348628) * 19317 = 7572. 

This approach is used for each of the allocation keys shown in the spreadsheet tabs assets and liabilities.


Allocation of Assets and Liabilities:  After the development of the allocation keys, the asset and liability accounts from the USPS Chart of Accounts were analyzed to determine if any specific assets or liabilities were directly related to the provision of competitive products.  If a particular asset or liability was determined to be specific to competitive products, it was assigned as such.  For example, the liability customer deposit accounts include an account for expedited mail advance deposit.
  The value of this account was assigned directly to the competitive products.  The remainder of the assets and liabilities were allocated to competitive products using the allocation keys described above.  
�  Docket No. ACR2007, Annual Compliance Determination, March 27, 2008, at 24.


� Account number 25311.055 , Handbook F-8, USPS Chart of Accounts





