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 PROPOSAL FOUR:  Proposed Changes to the Reporting Methodology for the 
Treatment of Non-NSA International Priority Airmail (IPA) 

And Non-NSA International Surface Airlift (ISAL) 

OBJECTIVE: 

The Postal Service proposes to change the costing methodology for the 

treatment of the non-negotiated service agreement (NSA) portions of IPA and ISAL.  As 

described below, the genesis of this proposal comes from a recommendation made in 

the FY 2018 Annual Compliance Determination (ACD).  Even though the focus of that 

portion of the ACD was on the IPA product, since ISAL is calculated in a parallel 

manner, the Postal Service also proposes changes to the ISAL methodology. Currently, 

the non-NSA and NSA portions of IPA and ISAL are treated as a single product (Total 

IPA, Total ISAL) in the ICRA model that generates inputs for use in the ICM Costing 

module.  The ICM Costing module calculates the NSA costs for IPA and ISAL, which 

are then subtracted from the total (non-NSA plus NSA) costs to yield the non-NSA costs 

for IPA and ISAL. 

The Postal Service proposes to separately treat the non-NSA and NSA portions 

by replacing the total IPA and ISAL SIRVO data that are input to the ICRA model with 

only the non-NSA portion.  The previous residual ICM Costing module calculations 

would be removed, the model would be rerun, and settlement costs would be re-

benchmarked to the General Ledger amounts. 

Performing separate calculations on the non-NSA and NSA portions of IPA and 

ISAL provides better cost estimates by eliminating the possibility of attributing NSA 

settlement expenses to the non-NSA portion of IPA and ISAL.  
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BACKGROUND: 

This proposal responds to the Postal Regulatory Commission’s directive 

concerning IPA on page 107 of its Annual Compliance Determination, as quoted below 

(footnotes omitted): 

The Commission finds that IPA was not in compliance with 39 U.S.C. 

§ 3633(a)(2) in FY 2018. The Commission directs the Postal Service to report
on the following issues involving IPA within 90 days of the issuance of this 
ACD: 

 The feasibility of directly estimating the costs of the IPA product.

 The feasibility of developing country-specific information on IPA NSA
volume or, alternatively, a methodology to distribute settlement
charges more accurately.

 The estimated variance of the reported non-NSA IPA product costs
based on an analysis of the variance of each of the measurements
used to calculate non-NSA IPA product costs. This analysis should

include the variance at the cost segment and component level.

Additionally, the Commission directs the Postal Service, when it files a 
petition for the initiation of a proceeding to consider the proposed change 
in analytical principles for PRIME enhanced payments, to ensure that the 

proposed distribution does not allocate these NSA-specific costs to the 
non-NSA IPA product. 

 In response to the three specific issues listed in the bullet points, the 

Postal Service provides the following explanations. 

 It is not feasible to estimate the costs of the non-NSA portion of the

IPA product.  Postal Service data systems are not able to distinguish 

between non-NSA and NSA pieces of IPA mail.  See the responses in 

Docket No. ACR2018 to Chairman’s Information Request No. 3, 

Question 20 (January 28, 2019), and Chairman’s Information Request 

No. 6, Question 12-13 (February 8, 2019).  The nonpublic material 
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submitted in response to Chairman’s Information Request No. 6, 

Question 13, further highlights the difficulty of identifying the non-NSA 

portion of IPA, especially the small volume that exists outside of ISCs. 

 This proposal is a methodology to distribute settlement charges more

accurately. 

 Because Postal Service data systems cannot distinguish between non-

NSA and NSA IPA mail pieces, it is not possible to measure variances 

at the cost segment or cost component levels. 

PROPOSAL: 

The Postal Service proposes to replace the total IPA and total ISAL SIRVO data 

that are input to the ICRA model with only the non-NSA portion of each.  The previous 

residual ICM Costing module calculations would be removed, the model would be rerun, 

and terminal dues would be re-benchmarked to the General Ledger amounts. 

RATIONALE: 

As the Commission noted on pages 106 – 107 of its ACD, the current 

methodology attributes too many costs to the non-NSA portion of IPA: 

The Commission further notes that the greatest increase in IPA costs is in 
settlement charges. This increase was disproportionately high for the IPA 

product as compared to IPA NSAs. The Postal Service states that country-
specific information on IPA NSA volume is unavailable, resulting in the use 
of average terminal dues for IPA NSA mail. 

Finally, as part of its revisions to the ICRA, the Postal Service developed a 
new methodology to distribute PRIME enhanced payments. See section 
4.C.3.b., supra. In applying this methodology, the Postal Service 
distributed these payments to the IPA product, despite asserting that only 

IPA NSAs incur these payments. Responses to CHIR No. 14, question 
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5.b. As part of its petition to change analytical principles, the Postal 
Service should revisit the method used for this distribution. 

By isolating the non-NSA portion of SIRVO for treatment in the ICRA model, the 

Postal Service avoids the attribution of NSA settlement expenses to the non-NSA 

portion. 

 IMPACT: 

The differences that arise from the distribution changes discussed below in the 

Mechanics section are presented in two non-public Excel files: “Attachment1.xls” and 

“Attachment2.xls,” both filed under seal within USPS-RM2019-9/NP1.   Relative to the 

previous procedures employed in FY 2018, the proposed procedures would have 

reduced unit costs and improved cost coverage for the non-NSA portions of both IPA 

and ISAL.  In fact, had the proposed procedures been in effect in FY 2018, revenues 

from IPA (the non-NSA portion) would have more than covered its costs, reversing the 

circumstances for that product noted by the Commission in the FY 2018 ACD. 

Attachment1 consists of 18 tabs: 

 three section separator sheets with brief descriptions of what follows,

 five ICRA summary tables from USPS-FY18-NP2 (Rev. 2/11/19) (brown

color tabs), 

 five tables for the proposed methodology (green color tabs), and

 five tables showing the differences calculated as the Proposed

methodology minus the USPS-FY18-NP2 (Rev. 2/11/19) methodology 

(pink color tabs). 
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The last five tables show that, had the new procedures been applied in the FY 

2018 ICRA, costs would have been shifted away from non-NSA IPA and ISAL to Priority 

Mail International, Priority Mail Express International, First-Class Package International 

Service, Outbound Single-Piece First-Class Mail International and associated Outbound 

Negotiated Service Agreements.  

Both IPA and ISAL are letter post products.  Products other than letter post are 

included in the shift because the other products are included in total settlement 

expenses in Account 53299, INTERNATIONAL-FOREIGN POST EXPENSE (AIR). 

Total settlement expenses in the ICRA tie to total settlement expenses in the General 

Ledger, and when a product’s settlement cost declines, an off-setting increase is 

required in some other product(s).   A similar impact happens with international 

transportation costs.  The totals in Account 53201, INTERNATIONAL AIR 

TRANSPORTATION-CIVILIAN include air products, but not ISAL.  Once again, totals 

are tied to the General Ledger, and any changes to one product will be reflected in other 

products in the same cost pool. 

Attachment2 consists of 3 tabs: 

 one tab showing the NSA Summary from USPS-FY18-NP2 (Rev. 2/11/19)

(brown color tab), 

 one tab showing the NSA Summary using the Proposed methodology

(green color tab), and 

 one tab showing the differences calculated as the Proposed methodology

minus USPS-FY18-NP2 (Rev. 2/11/19) (pink color tab). 
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MECHANICS: 

Changes have been highlighted in the pink-shaded cells on the sheets indicated below, 

and those sheets are filed also under seal within USPS-RM2019-9/NP1. 

SIRVO Files: 

Adjust SIRVO files to reference SIRVO Server instead of SIRVO Server 2 (which 

includes RPW ReportCode 6800 – the NSAs/ICMs).  Relink model.  This affects 

all of the IPA columns in SIRVO Revenue USD, SIRVO Pieces, SIRVO Net Lbs 

and SIRVO Gross Lbs (a total of 6 columns in each file).  This dramatically 

reduces the magnitude of the IPA and ISAL data going to Inputs.xls directly from 

SIRVO because the proportion of NSA mail dominates the proportion of non-NSA 

mail.  The remaining IPA and ISAL data will now come into the ICRA through the 

ICM costing module, and there will no longer be a need to subtract the NSA 

amounts to develop the “residuals” that are reported on the A and B competitive 

pages of Reports. 

Reports (Unified): 

Competitive A and B Pages – Adjusted row 34 (IPA) and 35 (ISAL), to change 

formulas for IPA and ISAL to remove the NSA deductions (the deductions are no 

longer needed). 

Benchmark Controls tab – Reorganized the columns to eliminate much of the 

“legacy” blank space.  Added IPA and ISAL ICMs to the NSA controls in rows 56 

and 57. 

Unit Cost Staging tab – Added benchmarking to PRIME amounts in column AD 
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CRA Staging tab; Added IPA NSAs to rows 120 and 121 in columns AI (ISAL) 

and AJ (IPA).  Previously, these additions were not needed because the NSAs 

were included in the SIRVO data going to Inputs.  Adjusted cells AT69 and AT70 

to add small amounts of unaccounted for Mail Processing costs (16k IPA and 11k 

for ISAL) that may be due to incomplete de-averaging in the data going to the 

ICM Costing Module.  Also adjusted AU 69 to use as a divisor the non-NSA plus 

ePacket volumes, because the NSA IPA volumes avoid delivery costs by 

dropshipping at the ISCs.  Adjusted AU70 for ISAL because the NSA ISAL 

volumes also avoid delivery costs by dropshipping. 

Outbound Calcs: 

Trnadj tab – Added NSAs for IPA in rows 144 and 145 and NSAs for ISAL in 

rows 151 and 152 in column R. 

Domestic Tran Calcs: 

WCUF tab – Reflected NSA amounts in cells D17 and D18 to add estimated 

gross weight. 

Annual tab – Reflected IPA NSA amounts in row 73 column I.  Adjusted cell H73 

for applying to net pounds in the ICM Costing Module. 


