COST SEGMENT 13PRIVATE 

MISCELLANEOUS LOCAL OPERATIONS


13.0
SUMMARY



This segment covers certain miscellaneous local operations expenses.  They are placed together here for convenience of presentation; for development of volume variable costs they are considered separately as unrelated components.  Included are operating costs incurred for contract stations; carfare and drive‑out agreements; tolls and ferriage; Federal Reserve Bank and commercial bank charges; employee awards; mail equipment shop; rental allowances for CAG L offices; and other local operations costs, including costs of Purchasing Field Service Centers and Facilities Field Offices.



The accrued costs of this segment in FY 1999 totaled $325,457 thousand.


13.0.1
Segment Costs


The accounts and booked costs analyzed in this segment are shown in the Fiscal Year 1999 Cost Segments & Components Reconciliation to Financial Statements and Account Reallocations, pages 31-36. 


13.0.2
Component Costs


Costs of this segment are classified by component as described below; amounts are summarized in the following table (detail may not add to total due to rounding).

PRIVATE 


FY 1999 Costs (Thousands)


Component

         Total


        Accrued

          Volume


          Variable

13.1  Contract Stations 
$68,081
--

13.2  Carfare, Driveout, Tolls, and Ferriage 
66,287
$8,144

               Carfare
59,150
4,928

               Driveout
5,301
3,216

               Tolls and Ferriage
1,836
--

13.3  Federal Reserve and Commercial Banks 
27,195
--

13.4  Employee Awards 
68,151
--

13.5  Equipment Shops 
37,114
--

13.6  CAG L Rental Allowance 
25
--

13.7  Other Local Operations 
58,604
--

TOTAL  
$325,457
$8,144


13.1
CONTRACT STATIONS


13.1.1
Description and Rationale for Classification


Contract stations are a special kind of small office oper​ated by a nonpostal individual under a contract with the Postal Service.  These stations sell stamps and accept mail at times and places convenient to the public and provide services similar to the window service available at postal stations, branches, and smaller post offices.  Contract stations usually consist of a special counter occupying a part of a small retail store and open for part or all of the store's business hours.  The volume of business is normally insufficient to justify a separate postal facility.



The contracts for contract stations are negotiated individu​ally to cover all aspects of the station and its operation under a single stated price.  The price typically includes provision of the space and its associated utilities, tele​phone service if required, and the time and effort for oper​ating and maintaining the postal services.  No breakdown of price among these items is required by the contract.



Contract stations vary widely in the hours of business, the volume of business, the amounts and kinds of mail, and the revenue taken in.  No data are available to determine a relationship, if one exists, between contract price and the volume of mail.  In many cases it is likely that the owner considers it advantageous to have customers enter the store for postal matters, a factor that may affect the price accepted for the contract.  Accordingly, the costs associ​ated with contract stations are classified as institutional.


13.1.2
Accrued Costs


The accrued costs of contract stations are obtained from account 52301.


13.1.3
Volume Variable Costs


Because the costs of this component are classified as insti​tutional, no accrued costs are volume variable.


13.1.4
Incremental Costs


There are no incremental costs for contract stations.


13.2
CARFARE, DRIVEOUT, TOLLS, AND FERRIAGE


13.2.1
Description and Rationale for Classification


This component covers the costs of carfare, drive‑out agree​ments, tolls, and ferriage. Carfare and drive‑out agree​ments are made with city delivery carriers, expedited delivery personnel, and postmasters for reimbursement of certain transportation expenses.  Carfare represents costs of reim​bursement for employees' use of public transportation while serving their routes.  Drive‑out agreements represent amounts paid to city delivery carriers for using their per​sonal vehicles to travel between their offices and routes.  Carfare and drive‑out costs are developed for the affected crafts on the basis of data recorded on Form 30.  The accrued costs are considered variable to the same degree as the costs of city delivery carriers and expedited delivery personnel.  Thus, they are volume variable separately based on the costs developed for the city delivery carriers (Cost Segments 6 and 7) and expedited delivery personnel (Cost Segment 3).



Costs for tolls and ferriage are incurred from reimburse​ments of vehicle service drivers for bridge, ferry, and highway tolls paid during the local transportation of mail.  These costs are a consequence of the particular trips and routes over which mails are transported, which are primarily service factors.  These factors reflect postal services as a whole rather than the volume of mail carried or the costs of the vehicle service drivers involved.  Thus, costs of tolls and ferriage are classified as institutional.


13.2.2
Accrued Costs


The accrued costs of carfare, drive‑out agreements, tolls, and ferriage are obtained directly from accounts 52451, 52453, and 52455.  The amounts for carfare and drive‑out incurred by city delivery carriers as distinct from expedited delivery personnel are determined on the basis of Form 30 data.  These costs are then apportioned among functions corresponding to carrier costs in Cost Segments 6 and 7 (office, route, access, and elemental load) on the basis of the foot route related costs for these components.


13.2.3
Volume Variable Costs


The accrued costs of carfare and drive‑out associated with city delivery carriers are volume variable to the same degree as costs of the associated carrier work (Cost Segments 6 and 7).



The accrued costs of carfare and drive‑out associated with expedited delivery personnel are volume variable to the same degree as expedited delivery work costs (Cost Segment 3).


13.2.4
Distribution of Costs


Volume variable costs of carfare and drive‑out are distributed separately to classes and subclasses of mail and special services with respect to those costs related to city delivery carriers and those related to expedited delivery personnel.  The city delivery carrier costs are distributed to classes and subclasses of mail and special services in the same proportions as the volume variable costs of the corre​sponding individual city delivery carrier components in Cost Segments 6 and 7.  The expedited delivery personnel costs are distributed to classes and subclasses of mail and special services in the same proportions as the volume variable costs of expedited delivery work in Cost Segment 3.


13.2.5
Incremental Costs
The incremental costs for carfare and drive-out are calculated in the same manner as the incremental costs for city carriers in Cost Segments 6 and 7. 


13.3
FEDERAL RESERVE AND COMMERCIAL BANKS


13.3.1
Description and Rationale for Classification


Federal Reserve Banks process the redemption of Postal Service bonds.
 Commercial banks maintain bank accounts for Postal Service offices throughout the country.  The charges for these banking services are not significantly related to mail volume.  Rather, they reflect other factors affecting the number of Postal Service bondholders and offices.  Thus, the costs of this component are classified as institutional.


13.3.2
Accrued Costs


Accrued costs are obtained directly from account 52424.


13.3.3
Volume Variable Costs


Because the costs of this component are classified as insti​tutional, no accrued costs are volume variable.


13.4
EMPLOYEE AWARDS


13.4.1
Description and Rationale for Classification


Costs for employee awards are related to the performance of individuals rather than to the volume of mail.  They pri​marily reflect management decisions for improving morale and efficiency.  Therefore, the costs of this component are classified as institutional.


13.4.2
Accrued Costs


The accrued costs of employee awards are obtained from accounts 51313, 51315, 51321, 51323, and 51337.


13.4.3
Volume Variable Costs


Because the costs of this component are classified as insti​tutional, no accrued costs are volume variable.


13.5
EQUIPMENT SHOPS


13.5.1
Description and Rationale for Classification


This component covers the costs of employees in the Mail Equipment Shop (MES) and supplies issued from the MES, in addition to vendor freight charges.  The MES, located in Washington, DC, is operated by the Postal Service to manufacture mailbags and related locks, keys, and miscellaneous hardware.  (Most costs are incurred from manufacturing locks and keys.)  These items provide security for mail in collection boxes, post office boxes, postal vehicles, and contract highway service vehicles in accordance with standards established by the Postal Inspection Service.  Their costs are related pri​marily to security standards governing the design of the equipment rather than the volume of mail.  Therefore, the costs of this security equipment are classified as institutional.



A portion of the costs of the MES is con​nected with manufacturing mailbags.  Anticipated require​ments for mailbags are determined by the Operations Support based on factors such as the rate of return of bags from overseas, the relative use of alternative forms of mail‑carrying equipment, and current inventory levels.  Because these factors are not a function of mail volume, this cost is classified as institutional.


13.5.2
Accrued Costs


Accrued costs for MES are obtained directly from accounts 52155, 52156, and 52801 and subaccount .142.


13.5.3
Volume Variable Costs


Because the costs of this component are classified as insti​tutional, no accrued costs are volume variable.


13.6
CAG L RENTAL ALLOWANCE


13.6.1
Description and Rationale for Classification


Postmasters at CAG L post offices are reimbursed for facili​ties used for Postal Service business in two different ways.  Costs incurred under one system, which was established in 1973, are included in the "rents" component of Cost Segment 15.  Costs for the other system of reimbursement are treated in this component of Cost Segment 13.



Prior to March 3, 1973, all postmasters at CAG L offices received an amount equal to 15 percent of their base pay as reimbursement for the provision of space and related items for the transaction of Postal Service business.  Under the new system established on that date in 1973, annual reimbursements are based on prevailing rental rates in local communities for facilities provided.



At the time of conversion, each postmaster had the option of continuing to be reimbursed at 15 percent of base pay for his or her grade level but was permitted to convert to the new system at any time.  However, amounts to be paid under the old system are fixed at 15 percent of the base amount of pay for each grade level as of that date.  Subsequent changes to higher grade levels cause no change in the allow​ances; changes to lower levels result in lower reimburse​ments.



These costs have declined substantially since 1973 and will continue to do so as postmasters paid on a percentage basis retire, resign, or convert to the new system.  Because the terms under which these reimbursements are provided insulate these costs from the effects of changes in mail volume, they are classified as institutional.


13.6.2
Accrued Costs


The accrued costs for CAG L rental allowance are obtained directly from account 54127.


13.6.3
Volume Variable Costs


Because the costs of this component are classified as insti​tutional, no accrued costs are volume variable.


13.7
OTHER LOCAL OPERATIONS


13.7.1
Description and Rationale for Classification


The remaining costs in this segment are personnel costs for Purchasing Field Service Centers and Facilities Field Offices.  Purchasing Field Service Centers are responsible for such matters as vehicle hire and maintenance contracting, food service and cleaning services contracting, and supply management.  Facilities Field Offices are responsible for matters such as facility planning, engineer​ing specifications, and the acquisition and disposition of owned and leased properties.  The costs in this component are unrelated to mail volume and therefore are classified as institutional.


13.7.2
Accrued Costs


The accrued costs for other local operations costs are obtained directly from subaccounts .146 and .148.


13.7.3 
Volume Variable Costs


Because the costs of this component are classified as insti​tutional, no accrued costs are volume variable.

		�  Postal Service bonds were called in 1992; however, some bonds remain outstanding.
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