APPENDIX C

FORMATION OF MAIL PROCESSING DISTRIBUTION KEYS

General Approach
The mail processing distribution keys indicate the proportions of the volume-variable costs associated with each cost pool to be assigned to each rate element in the CRA.  Therefore, the individual subclass entries for any cost pool’s distribution key sum to one.  The distribution keys are formed for each mail processing cost pool using the associated IOCS tallies.  The distribution key entry for any subclass ([image: image1.wmf]ij
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, where i indicates the cost pool and j indicates the subclass) is the ratio of the tally costs associated with that subclass (TCij) to the total tally costs of the tallies associated with the cost pool (TCi):
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All tallies are used to form the distribution key, so the sum of TCij over all subclasses is TCi, and thus the sum over all subclasses of the distribution key entries [image: image3.wmf]ij

d

 is one.

The tally costs for a particular cost pool and subclass combination, TCij, are the sum of the direct tallies (DTCij), distributed mixed-mail tallies (MTCij), and distributed not-handling mail tallies (NTCij) for the cost pool and subclass: 
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Direct tallies, by definition, have an activity code that identifies the tally with a class or subclass of mail.  Direct tally costs are assigned directly to the appropriate subclass.  The IOCS activity codes and corresponding subclasses are listed in Appendix B, Table B-2.  Certain class-specific mixed-mail codes, listed in the section Class-Specific Mixed-Mail Codes below, are also treated as direct activity codes for the purposes of distributing mixed-mail and not-handling tallies.

Mixed-mail tally costs (MMik) are divided into a large number of categories (indexed by k) corresponding to different mixed-mail item and container types.  The categories for mixed items and containers are described in the section Specific Mail Codes Related to Mixed-Mail Codes below.  For each mixed-mail category, a set of “distributing” tallies is identified.  For categories corresponding to mixed-mail items (including empty items and items in “identified” containers,
 the distributing set consists of direct tallies for the same cost pool and item type.  For categories corresponding to “unidentified” and empty containers, the distributing set consists of direct tallies for the same cost pool and container type, plus distributed “identified” container tallies for the same cost pool container type.  Thus, the distributed mixed-mail tally costs are:
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The additional subscript k on the distributing tally costs (DTC) indicates that the distributing tallies are partitioned by mixed-mail category.  If the distributing set for a given category is empty, the distribution is carried out over all cost pools.

For non-allied cost pools, not-handling tally costs are distributed in proportion to the direct and distributed mixed-mail tallies in the same cost pool:
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For allied cost pools, not-handling tally costs are distributed in proportion to the direct and distributed mixed-mail tallies aggregated across a set of i distribution and allied cost pools
:
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Finally, any direct, mixed-mail, and not-handling tally costs assigned to the class-specific mixed-mail codes are distributed to subclass in proportion to the total distributed direct, mixed-mail, and not-handling tally costs for the associated activity codes listed in the following section.

Specific Mail Codes Related to Mixed-Mail Codes

The following table shows the codes for mixed items and containers.  For discussion, details, and exceptions, see Docket No. R2000-1, USPS-T-17, and USPS-LR-I-106, part II.

Mixed-mail codes
Related activity codes
Tallies used for distribution

“Uncounted” mixed items:

F9214 = ‘A’-‘P’ and no direct activity code (including class-specific codes)
1000-4950

5340, 54XX

selected 0010-0300 tallies (see LR-I-106 at II-41)
Direct tallies for same item type and cost pool

“Identified” mixed containers:

F9219 = ‘A’-‘J’, no direct activity code (including class-specific codes), positive sum of F9901-F9919, F9420, F9421
1000-4950

5340, 54XX

selected 0010-0300 tallies (see LR-I-106 at II-41)
Direct tallies in same cost pool for shapes and/or item types identified in container

“Unidentified” mixed containers:

F9219 = ‘A’-‘J’, no direct activity code (including class-specific codes), sum of F9901-F9919, F9420, F9421 less than or equal to zero or error
1000-4950

5340, 54XX

selected 0010-0300 tallies (see LR-I-106 at II-41)
Direct and “filled” identified container tallies for same container type and cost pool

Class-Specific Mixed-Mail Codes

Activity codes that identify the mail class (e.g., Periodicals) but not the CRA rate element (e.g., Regular Rate Periodicals) are redistributed according to the following table.

Mixed-mail codes
Related activity codes

5300
10XX,20XX,30XX,40XX

5340
13XX,23XX,33XX,43XX

5430
163X,164X,173X,174X,263X,264X,273X,274X,363X,364X,373X,374X,463X,464X,473X,474X

5440
167X,168X,177X,178X,267X,268X,277X,278X,367X,368X,377X,378X,467X,468X,477X,478X

5450
1810,1820,1880,2810,2820,2880,3810,3820,3880,4810,4820,4840,4880

5460
1850,1860,1890,1895,2850,2860,2890,2895,3850,3860,3890,3895,4850,4860,4870,4890,4895

5470
1810,1820,1880,2810,2820,2880,3810,3820,3880,4810,4820,4840,4880

5431
163X,164X,1655,1656,173X,174X,1755,1756

5432
263X,264X,2655,2656,273X,274X,2755,2756

5433
363X,364X,3655,3656,373X,374X,3755,3756

5434
463X,464X,4655,4656,4660,473X,474X,4755,4756,4760

5441
1650-1653,167X,168X,1750-1753,177X,178X

5442
2650-2653,267X,268X,2750-2753,277X,278X

5443
3650-3653,367X,368X,3750-3753,377X,378X

5444
4650-4653,467X,468X,4690,4750-4753,477X,478X,4790

5451
1810,1820,1880

5452
2810,2820,2880

5453
3810,3820,3880

5454
4810,4820,4840,4880

5461
1850,1860,1890,1895

5462
2850,2860,2890,2895

5463
3850,3860,3890,3895

5464
4850,4860,4870,4890,4895

�  The distribution of tally costs for items in identified containers sampled in the MODS and BMC Platform cost pools are carried out across multiple cost pools, since the direct items handled in the Platform cost pools are not necessarily representative of the items in containers.  See Docket No. R2000-1, LR-I-106 (Part II) for details.


� For further details on which i cost pools are included in the distribution key, see Docket No. R2000-1, PART II of USPS-LR-I-106.
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