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R2000-1 cost pools classification.   The total worksharing related proportional mail processing cost is shown to be 2.797 cents and the worksharing related fixed cost is shown to be 0.761 cents.
  These numbers are used to estimate the R97-1 rate category.

Reproduced in “Col1” through “Col4” in Table 3a are the R97-1 model costs obtained from R97-1, Exhibit USPS-25A.  The model costs are shown in “Col1.”  The corresponding TY98 volumes, the volume weights and the volume weighted unit costs are shown in “Col2” to Col4.”  The average model cost is 3.341 which is used to obtain the proportional adjustment factor needed to reconcile the average model cost to the CRA cost.

The proportional adjustment factor, 0.837 “Col5,” is obtained by dividing the total worksharing related proportional costs (2.797) found in Table 3b by the average model cost (3.341).  The adjusted CRA proportional unit costs reported in “Col6” in Table 4a are obtained by multiplying this adjustment factor (0.837) by each model cost in “Col1.”  Adding this to the fixed adjustment unit cost (4.185-2.797=1.388) yields the total unit cost for each rate category shown in “Col8” in Table 3a.
II.4.
Tables 4a and 4b: R2000-1 Rate Category Unit Mail Processing Cost Estimation Using R97-1 Methodology
Cost pool data for First-Class Automation Non-Carrier Route Presort is obtained from R2000-1 LR-I-162, appi.xls, p.  I-9 and is presented in “Col1” in Table 4b.  These R2000-1 cost pools are separated into worksharing related proportional (“Col2”) and worksharing related fixed (“Col3”) unit costs based on the R97-1 methodology presented in R97-1, USPS-T-25.  In R97-1 there was a single NONMODS aggregate cost whereas in R2000-1, this is disaggregated into 8 NONMODS items.  For R2000-1 to be consistent with R97-1, the NONMODS unit costs in “Col1” in Table 4b are summed.  The aggregate NONMODS cost is split by 88.63% into worksharing related proportional and 11.37% into fixed costs.
  These percentages are applied to the R2000-1 total NONMODS costs, and shown in Table 4b.  As a result, the worksharing related proportional and fixed costs for R2000-1 based on the R97-1 methodology are found to be 3.599 cents and 0.462 cents.  These are shown in Table 4b in columns “Col2” and “Col3,” respectively.  These values are used in Table 4a to estimate the rate category unit costs based on R2000-1 model costs.

Reproduced in “Col1” through “Col4” in Table 4a are the R2000-1 model costs from R2000-1, LR-I-162, appi.xls, p. I-5 using TY BR volumes rather than BY volumes to be consistent with the R97-1 method.  The average model cost is calculated to be 2.871.  This is used to calculate the proportional adjustment factor.

The proportional adjustment factor, 1.254, in “Col5” is obtained by dividing the total worksharing related proportional cost (3.599) found in Table 4b by the average model cost (2.871).  The adjusted model unit costs reported in “Col6” in Table 4a are obtained by multiplying this adjustment factor (1.254) by each model cost in “Col1.”  Adding this to the fixed adjustment unit cost calculated in Table 4b yields the total unit cost for each rate category in “Col8” in Table 4a.

II.5.
Tables 5a and 5b:  R97-1 Rate Category Unit Mail Processing Cost Estimation Using R97-1 Methodology
Cost pool data for R97-1 First-Class Automation Non-Carrier Route Presort is taken from “Col 7” in Table 3b.  (These cost pools were created in Table 3b by netting out the nonautomation unit costs from the R97-1 FC Non-Carrier Route Presort cost pool unit costs.  See section II.4.)  These unit costs are separated into worksharing related proportional and worksharing related fixed unit costs based on the R97-1 methodology presented in R97-1, USPS-T-25.  Results are shown in “Col2” and “Col3” in Table 5b.  To be consistent with R97-1, the 8 NONMODS unit costs are aggregated and then split into worksharing related proportional and fixed costs, 93.07% and 6.93%, respectively.  The total unit costs for proportional and fixed costs for R97-1, are shown in Table 5b in columns “Col2” and “Col3,” respectively.  These values are used in Table 5a to estimate the rate category unit costs based on R97-1 model costs.

Reproduced in “Col1” through “Col4” in Table 5a are the R97-1 model costs from R97-1, Exhibit USPS-25A.  The average model cost is calculated to be 3.341 which is used to calculate the proportional adjustment factor.

The proportional adjustment factor, 1.166, shown in “Col5” is obtained by dividing the total worksharing related proportional cost (3.895) found in Table 5b by the total volume weighted model cost (3.341).  The adjusted model unit costs reported in “Col6” in Table 5a are obtained by multiplying this adjustment factor (1.166) by each model cost in “Col1.”  Adding each of these to the fixed adjustment unit cost calculated in Table 5b (0.290) yields the total unit cost for each rate category.  These are shown in “Col8” in Table 5a.







� It should be noted that in this procedure some of the unit cost items reported in column “Col 7” for R97-1 automation Presort (MODS FSM, MODS 1SACKS M, and MODS REGISTRY) become negative.  However, since they are very small (less than 0.001 cents), they are ignored.





� The non mods costs have been split between proportional and fixed based on the split of the aggregate of all mods cost pools.  See footnote 1/ in R97-1, USPS-T-25, Appendix V, Page 3. 


� It should be noted that in R2000-1 model cost table there are two values for automation 5-digit, one for automation 5-digit presort and one for the automation 5-digit CSBCS.  A single unit cost for Automation 5-Digit is obtained using a volume weighted average of these two unit costs.








PAGE  

