
COST SEGMENT 15PRIVATE 


BUILDING OCCUPANCY


15.0
SUMMARY



This segment covers expenses for renting and leasing facili​ties (space provision); fuel and utilities (space support); communications services; and improvement of facility‑related working conditions.  Space provision expenses for other than rents are treated in other segments, i.e., interest and building depreciation (Cost Segment 20).  Likewise, space support expenses for other than fuel and utilities are treated in other segments, i.e., custodial services and building equipment maintenance (Cost Seg​ment 11), space‑related supplies and services (Cost Seg​ment 16), and building security (Cost Segments 11 and 18).



The accrued costs of this segment in FY 1999 totaled $1,495,435 thousand.


15.0.1
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 42-44.


15.0.2
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

15.1  Rents 
$681,675
$680,105

15.2  Fuel and Utilities 
446,373
277,406

15.3  Communications and Other Expenses 
367,387
--


TOTAL a/
$1,495,435
$957,511



a/  Total accrued costs include Product Specific Costs which are shown in Appendix I, Table I-1.


15.1
RENTS


15.1.1
Description and Rationale for Classification


Studies indicate that the costs of providing facilities for postal operations vary with the workspace requirements of the underlying postal operating functions.
  The variable costs of space‑related building occupancy are developed through analysis of the space occupied by each functional operation and the volume‑related characteristics of the underlying work activities. 



Volume variable space provision costs for rents are based in part on current market rental costs, which reflect true economic costs.  They are developed in conjunction with other space provision costs, i.e., interest expense and depreciation expense (Cost Segment 20).  The volume variable costs for facility space are calculated using the current market rental value in place of the accrued costs for rents, interest expense, and depreciation.  Variabilities, described below, are applied to the current market rental value or imputed rents for Postal Service facilities.  To the extent these volume variable costs exceed accrued costs (in large part because current market rents often exceed actual rents which were set many years ago), volume variable costs are capped or set equal to accrued cost for rents, interest expense and depreciation.
         



The attribution and distribution discussed below involve determining the Postal Service facility space for the 53 categories listed in Appendix F, Table F-3, based on a 1992 space survey, and determining imputed rents for this space.
  Appendix F, Table F-4, shows the estimated FY99 square feet and market rents by category, which is developed using the 1992 facility space survey.


15.1.2
Accrued Costs


Accrued costs are obtained from accounts 54101, 54103, 54105, 54121, 54129, 54133, 54150, 54951, 54953, and 56920.


15.1.3
Volume Variable Costs


Current market rental costs (imputed rents) for space provisions are developed by a three‑part process.  First, total imputed rents are determined by the attribution and distribution procedures described below.  Second, the attributed and distributed imputed rent cost is apportioned to this component, interest expense and depreciation (Cost Segment 20) based upon the proportions of accrued costs of rents, interest expense, and depreciation.  Finally, if the above calculated volume variable cost for space provision exceeds the accrued cost, then the volume variable costs for this component, interest expense and depreciation are set equal to accrued cost.



Total imputed rent costs are determined by a three-step procedure:




(1)
Current year square feet of facility space are apportioned to 53 individual functions or categories listed in Appendix F, Table F-3, on the basis of a 1992 survey of space usage and information on equipment deployments since 1992, as provided in Appendix F, Table F-4;

(2) Current market rental rates for Postal Service facilities are estimated based on rental rates and acquisition costs for facilities leased and purchased during the 1981 to 1991 period.  These data are used to impute the current market rental value per square foot for different types of facilities (e.g., major processing, stations, and branches). These rental rates are adjusted using the DRI residential rental index to reflect changes in rental rates since 1992.



(3)
The results of steps 1 and 2 are combined (square feet times rental rates per square foot) to determine the imputed rents for each of the 53 categories as shown in Appendix F, Table F-4.
      



Current market rental costs or imputed rents for the 53 categories are volume variable as follows:
        



Lobby.  Current market rental costs for window service space are classified as variable to the same degree as the costs of window service in Cost Segment 3; costs for post office box space are classified as fully variable with the number of boxes rented.  Self-service postal center space is institutional.



Mail Processing.  Imputed rents for BMC and parcel sorting related categories are 70 percent variable as previously established.  These categories are identified in Appendix F, Table F-3, as follows:




18.
Parcel Sorting Machine (PSM) and Non-Machinable Object (NMO) Machine




22.
Sack Sorting Machine




23.
Small Parcel and Bundle Sorter (SPBS)




25.
Multislide




33.
Sorting to Rolling Containers



Costs for the categories Express Mail, Priority Mail, and Registry are fully variable.  Costs for the remaining mail processing categories listed in Appendix F are 80 percent variable.



Mail Delivery Space.  Current market rental costs for mail delivery space are classified separately as variable to the same degree as the respective salary costs of city delivery carriers in Cost Segments 6 and 7, special delivery messengers in Cost Segment 9, and rural carriers in Cost Segment 10.  Accountables cage variability is the salary-weighted average of city, rural and special delivery costs.



Platform.  Costs for platform are fully variable.



Administrative and Support.  Office space is as variable as the salary costs for the non-headquarters and non-area administrative personnel using the space.  Mail Processing Equipment and Other Equipment Maintenance costs are also as variable as the maintenance personnel costs for this equipment.  Employee Facilities costs are as variable as all personnel costs (excluding headquarters and area offices).  VMF space is as variable as the motor vehicle service personnel costs in Cost Segment 12.  Mail Transport Equipment Center space is also as variable as the clerks and mailhandlers working at them, which is set as the overall average mail processing labor variability.  The remaining categories are institutional.



Attributed imputed rents exceeded accrued costs in FY 1999 and so attributed imputed rents are capped in the aggregate equal to accrued costs for space provision.  The attributed imputed rents for each of the 53 categories are reduced by the ratio of attributed imputed rents to accrued costs in order to cap imputed rents.  Rents associated with the International Business Unit are treated as a product specific cost and are discussed in Appendix I.


15.1.4
Distribution of Costs


Lobby.  Volume variable costs for window service space are distributed to classes and subclasses of mail and special services in the same proportions as the volume variable costs of window service in Cost Segment 3.  Volume variable costs for post office box service are directly distributed to that special service.



Mail Processing.  Volume variable costs for facility space for mail processing equipment are distributed to classes and subclasses of mail and special services in the proportions described in section 20.1.4 for the depreciation of these types of equipment.  Volume variable workroom space costs for Express Mail and Priority Mail are directly distributed to these classes and special services.  Volume variable costs for the other mail processing categories are distributed in the same proportions as IOCS tallies for the related work.



Mail Delivery Space.  Volume variable costs for mail delivery space are distributed to classes and subclasses of mail and special services in the same proportions as the respective salary costs of city delivery carriers in Cost Segments 6 and 7, special delivery messengers in Cost Segment 9, and rural carriers in Cost Segment 10.  Accountables cage distribution is based on the combined distribution of these delivery personnel costs.



Platform.  Platform costs are distributed in the same proportions as the platform and bulk mail acceptance unit personnel.



Administrative and Support.  Volume variable costs for mail processing equipment main​tenance space are distributed to classes and subclasses of mail and special services in the proportions described in Cost Segment 11 for USPS mail processing equipment maintenance personnel. Volume variable costs for vehicle maintenance are distributed to classes and subclasses of mail and special services in the same proportions as the volume variable costs of motor vehicle service personnel in Cost Segment 12.



Volume variable costs for administration space are distributed to classes and subclasses of mail and special services in the same proportions as the composite of all volume variable costs in Cost Segment 1 and certain volume variable costs in Cost Segment 2 (higher level supervisors) and Cost Segment 3 (clerks performing claims and inquiry, time and attendance, data collection, quality control and revenue protection, and general office and clerical work).



Employee facilities space costs are distributed based on the combined distribution of all non-headquarters and area office personnel or all volume variable personnel costs.  Mail Transport Equipment Centers costs are distributed based on all mail processing labor cost distribution.

15.1.5  
Incremental Costs


Incremental costs for rents equal volume variable costs, except for product specific costs associated with Priority and International mail.  Product specific costs are shown in Appendix I, Table I-1.


15.2
FUEL AND UTILITIES


15.2.1
Description and Rationale for Classification


Fuel and utilities costs are incurred mainly for various heating fuels, electricity, and water.  If design factors and related considerations are held constant, then fuel and utility and other space support costs will vary with facility space requirements.  Therefore, to the extent that facility space provision costs are variable with changes in mail volume, so are fuel and utility costs and other space support costs.  Fuel and utility and other space support costs are developed in the same manner, and are determined to be variable to the same degree, as space provision costs, described in section 15.1.1.


15.2.2
Accrued Costs


Accrued fuel and utilities costs are obtained from accounts 54142, 54143, 54144, 54151, 54152, 54153, 54156, and 56607.


15.2.3
Volume Variable Costs


Fuel and utility and other space support costs are appor​tioned among the 53 categories listed in Appendix F, Table F-3, on the basis of relative square footage of space usage as shown in Appendix F, Table F-4. The fuel and utility costs for each category are volume variable to the same degree as space provision costs are classified as variable in section 15.1.3.


15.2.4
Distribution of Costs


Volume variable fuel and utilities costs are distributed to classes and subclasses of mail and special services in the same proportions as volume variable space provision costs described in section 15.1.4.


15.2.5
Incremental Costs

Fuel and utilities costs are apportioned to 53 space-related categories.  35 of these categories are associated with mail processing equipment and operations.  The constant elasticity method is used to calculate the incremental costs for these categories.  The incremental costs for six categories - rural carriers, window service, city carriers, special delivery messengers, mail processing equipment maintenance and MTE - are calculated in the same manner as the incremental costs for the personnel using the space. 

The remaining space categories are either fully volume variable or fully institutional.  Incremental costs equal volume variable costs for these categories.


15.3
COMMUNICATIONS AND OTHER EXPENSES


15.3.1
Description and Rationale for Classification


These space‑related building occupancy expenses include such items as telephone and telegraphic services, Postal Service equipment and operations moving expenses, and noncapitalized facility improvements.  These requirements have not been found to be influenced significantly by changes in mail volume and are consequently classified as institutional.


15.3.2
Accrued Costs


The accrued costs of this component are the sum of accounts 52315, 52415, 52417, 54135, 54146, 54165, 54167, 54168, 54169, 54221‑54223, 54231-54234, 54251, 54404, and 54941.


15.3.3
Volume Variable Costs


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


15.3.4
Incremental Costs

A portion of the costs for communications is product specific to Priority and International mail.  Product specific costs are shown in Appendix I, Table I-1.

	  	�  See Docket No.  R76-1, USPS-T-9 and USPS-T-16.


	    	�  See PRC Opinion and Recommended Decision in Docket R90-1.


	    	�  This work is described in Foster Associates, Inc., Facility Cost Development Update, December 1993.


	    	�  Facility Cost Development Update, December 1993.


	    	�  These variabilities stem from Docket No.  R76-1, USPS-T-9 and USPS-T-16.  Variabilities for new categories stemming from the 1992 space survey were the same as the most similar former category.
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