
COST SEGMENT 16PRIVATE 



SUPPLIES AND SERVICES


16.0
SUMMARY



This segment covers salaries, benefits, and related costs of supply personnel work; the costs of purchased stamps and accountable paper (e.g., money orders and stamped cards); and the procurement costs of supplies and commercial services (other than costs for contract cleaners in Cost Segment 11).  The work covered in this segment also includes the activities of postal personnel at Postal Supply Centers.



The accrued costs of this segment in FY 1999 totaled  $3,600,998 thousand.


16.0.1
Segment Costs


The accounts and booked costs analyzed in this segment are found in the Fiscal Year 1999 Cost Segments & Components Reconciliation to Financial Statements and Account Reallocations, pages 45-50.


16.0.2
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

16.1  Stamps and Accountable Paper 
$189,597
$189,196

              Stamps and Dispensers
169,071
168,670

              Money Orders
8,500
8,500

              Postal Cards & Embossed Stamped Envelopes
12,026
12,026

16.2  Supply Personnel
18,137
--

16.3  Other Supplies and Services
3,393,264
1,711,814

          16.3.1  Custodial and Building
128,006
79,552

          16.3.2  Equipment
417,572
231,156

          16.3.3  Computerized Tracking/Tracing
792
796

          16.3.4  Other Miscellaneous 
2,605,204
1,400,089

          16.3.5  Advertising 
241,469
--

          16.3.6  Remote Encoding
221
221


TOTAL a/
$3,600,998
 $1,901,010

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


16.1
STAMPS AND ACCOUNTABLE PAPER


16.1.1
Description and Rationale for Classification


The costs of this component are incurred for procurement of postage stamps, money orders, stamped cards, embossed stamped envelopes, aerogrammes, migratory bird hunting and conservation stamps, and miscellaneous philatelic items.



The costs incurred for postage stamp procurement vary directly with the number of stamps purchased.  If the pro​portion of stamped mail to nonstamped mail is held constant, the costs of postage stamps will vary directly with volume.  Thus, these costs are classified as fully variable.



Like postage stamp costs, the costs for money orders, stamped cards and aerogrammes vary directly with the volumes of these articles.  These costs are also classified as fully variable with volume.



Conversely, costs incurred for philatelic items such as stamp albums, migratory bird hunting and conservation stamps exhibit no relation​ship with volumes of mail and are classified as institu​tional.


16.1.2
Accrued Costs


The accrued costs for stamps and accountable paper are the sum of the costs shown in accounts 52100, 52140, 52441-52443, and 52449.


16.1.3
Volume Variable Costs


The costs associated with the procurement of postage stamps, money orders, stamped cards and aerogrammes are fully volume variable.  To obtain volume variable costs, the costs of  miscellaneous philatelic items and migratory bird hunting and conservation stamps are sub​tracted from the accrued costs.


16.1.4
Distribution of Costs


The costs of money orders (account 52449) are directly distributed to that special service.  The costs associated with stamped cards and aerogrammes are directly distributed to First-Class (single piece) cards and international airmail letters and cards categories, respectively.  The remaining volume variable costs are distributed to classes and subclasses of mail and special services in the same proportions as the volume variable portion of window service costs for stamp sales (Cost Segment 3). 


16.1.5
Incremental Costs
The costs in this component are either fully volume variable or fully non-volume variable.  Incremental costs equal volume variable costs.
16.2 SUPPLY PERSONNEL


16.2.1
Description and Rationale for Classification


Supply personnel are stationed at the Western Area Supply Center in Topeka, Kansas, and at the Eastern Area Supply Center in Somerville, New Jersey.  The two supply centers maintain and distribute to smaller post offices the numerous supplies, forms, and items of equipment used by these offices.



Supply personnel select, pack, ship, and inventory supplies that are mainly classified as institutional (see discussion in section 16.3).  The quantities of these supplies are largely unaffected by changes in mail volume; similarly, the number of personnel required to distribute these supplies is insensitive to mail volume changes.  Therefore, the costs of these per​sonnel are classified as institutional.


16.2.2
Accrued Costs


The accrued costs of supply personnel are obtained from subaccount .147.


16.2.3
Volume Variable Costs


Because the costs of supply center personnel are classified as institutional, no accrued costs are volume variable.


16.2.4
Incremental Costs


There are no incremental costs for supply personnel.

16.3
OTHER SUPPLIES AND SERVICES


16.3.1
Description and Rationale for Classification


Costs are grouped into five subcomponents for classification analysis: custodial and building supplies and services, equipment supplies and services, other miscellaneous supplies and services, advertising, and remote encoding supplies and services.

   16.3.1.1
Custodial and Building Supplies and Services.  These costs are for custodial and building supplies and services for VMFs and other postal facilities.  Because these costs tend to vary with the amount of space involved, they are developed in the manner and are determined to be variable to the degree described in section 15.1.3 for space support costs.

   16.3.1.2
Equipment Supplies and Services.  Costs included here are for spare parts and materials used for the maintenance and repair of mail processing equipment.  They are classified as variable to the same degree as the costs of the personnel that use the equipment and therefore are volume variable.  Other costs include spare parts and materials for the maintenance and repair of equipment, other than mail processing equipment, such as office machines and fur​niture, letter boxes, and other postal operations equipment.  Because these costs do not vary with volume, they are classi​fied as institutional. 

   16.3.1.3
Computerized Tracking & Tracing/Delivery Confirmation.  These costs are for printing costs of Delivery Confirmation labels.

   16.3.1.4
Other Miscellaneous Supplies and Services.  These costs are for repair and maintenance of ADP equipment, ADP programming and supplies and paper, contracted ADP services, software preparation, repair and maintenance of all other equipment except vehicles and ADP, supplies and services purchased with credit cards, contractual services other than repairs and maintenance and miscellaneous postal supplies and services, printing, inventory adjustments, and supplies and services for expedited and international mail, and other postal supplies.  These costs also include expendable equipment such as tray lids, containers, and hampers for the Priority Mail Processing Centers.  

   16.3.1.5
Advertising.  Costs for advertising are incurred to provide public information, to promote the Postal Service, and to encourage mailers to perform activities to improve postal efficiency, such as "mail early" and "use ZIP" campaigns.  With the exception of media costs for the promotion of particular products (which are treated as product specific costs toward those products), these costs represent management decision factors and are unrelated to mail volume.  As a result, these other advertising costs are classified as institutional.  Costs for promotional supplies such as posters and fliers do not vary with volume and are classified as product specific to the individual classes of mail.  

   16.3.1.6
Remote Encoding Centers.  The contracted service for remote encoding operations is considered fully volume variable.


16.3.2
Accrued Costs


Custodial and Building Supplies and Services.  Accrued costs for custodial and building supplies are obtained from accounts 52173, 52175, 52176, and 52313.



Equipment Supplies and Services.  Accrued costs for mail processing equipment supplies and services are obtained from Engineering records by equipment function and are aggregated to 21 equipment categories (e.g., optical character readers [OCRs], flat sorter machines [FSMs], and sack sorter machines), as shown in Appendix F, Table F-2.



Accrued costs for other equipment supplies and services are obtained from accounts 52103, 52106, 52107, 52108, 52120, 52131, 52152, 52190, 52230, 56810, and 56820, net of those costs identified as mail processing related (shown in Table F-2).



Computerized Tracking & Tracing/Delivery Confirmation.  Accrued costs of the delivery confirmation dedicated printing account is in account 52401.



Other Miscellaneous Supplies and Services.  Accrued costs of other mis​cellaneous supplies and services include the costs of the following: repair and maintenance of ADP equipment, ADP programming and supplies and paper, contracted ADP services, software preparation;
 repair and maintenance of all other equipment except vehicles and ADP;
 supplies and services purchased with credit cards, contractual services other than repairs and maintenance and miscellaneous postal supplies and services;
 printing, reproduction and graphics costs;
 inventory adjustments;
 supplies and services for expedited and international mail;
 and other postal supplies.



Advertising.  Accrued costs of advertising are in account 52325, 52328, and 52344.



Remote Encoding Supplies and Service.  Accrued costs of the remote encoding supplies and services are in accounts 52343, 54344, and 52180.


16.3.3
Volume Variable Costs


Custodial and Building Supplies and Services.  Accrued cus​todial and building supplies and services costs are volume variable to the degree described in section 15.1.3 for space support costs.



Equipment Supplies and Services.  Accrued costs for mail processing equipment supplies and services are volume variable to the same degree as the costs of the personnel that use the equipment as described in 11.2.3.  



Other Miscellaneous Supplies and Services.  Accrued costs for repair and maintenance of ADP equipment; ADP programming, supplies, and paper; contracted ADP services; and software preparation are not related to volume, so are not volume variable.  Similarly repair and maintenance costs of all other equipment, except vehicles and ADP, do not vary with volume, so they are institutional.  Supplies and services, that are not product specific, purchased with credit cards and contractual services other than repairs and maintenance and miscellaneous postal supplies and services, are classified as variable to the same degree as the costs of the personnel that use the services and are therefore volume variable.  Printing, reproduction and graphics costs that are not product related do not vary with volume, and are therefore institutional.  Printing, reproduction and graphics costs associated with specific products are fully volume variable.  The variability of some items is decided on a case by case basis. Inventory adjustments do not vary with volume and are therefore institutional.   



Advertising.  Accrued costs for advertising, with the exception of media costs for the promotion of particular products (which are treated as product specific costs toward those products), represent management decision factors and are unrelated to mail volume.  As a result, these other advertising costs are classified as institutional.  Costs for promotional supplies such as posters and fliers related to specific products do not vary with volume and are classified as product specific, but not volume variable, to the individual classes of mail.  



Remote Encoding Centers.  The contracted service for remote encoding operations is considered fully volume variable.


16.3.4
Distribution of Costs
Custodial and Building Supplies and Services.  Volume variable custodial and building supplies and services costs are dis​tributed to classes and subclasses of mail and special services in the proportions described in section 15.1.4 for space support costs.



Equipment Supplies and Services.  Volume variable mail processing equipment supplies and services costs are distributed to classes and subclasses of mail and special services in the proportions described in section 11.2.4 for mail processing equipment mainte​nance service. 



Other Miscellaneous Supplies and Services.  The costs for ADP programming and supplies and paper, contracted ADP services, and software preparation are not related to volume, so are not distributed.  Similarly telecommunications repair and maintenance costs are not distributed. Supplies and services, that are not product specific, purchased with credit cards and contractual services other than repairs and maintenance are classified as variable to the same degree as the costs of the personnel that use the services and are therefore distributed based on all labor.  Printing costs that are not product related do not vary with volume, and are not distributed.  Printing costs associated with specific products are distributed fully to the specific product using the printing.  Other supplies and services for specific products are distributed either in the volume variable or the incremental costs. Inventory adjustments do not vary with volume and are therefore not distributed.      



Advertising.  Accrued costs for advertising, with the exception of media costs for the promotion of particular products (which are treated as product specific costs toward those products) are not distributed.  Advertising costs for specific products are distributed to classes of mail as a product specific, but not volume variable, cost.  The following products had advertising expenditures for this year: Priority Mail; Parcels Zone Rate; International Mail; Money Orders; and Post Office Box.



Remote Encoding Centers. The contracted service for remote encoding operations is considered fully volume variable.  RBCS supplies and services costs are distributed based on the mail processing labor in MODS operations 971-979, in which RBCS processing occurs.


16.3.5
Incremental Costs

The incremental costs for custodial and building supplies and services are calculated in the same manner as fuel and utilities incremental costs in section 15.2. The incremental costs for equipment supplies and services are calculated in the same manner as mail processing equipment maintenance incremental costs, discussed in section 11.2.

The incremental costs for miscellaneous supplies and services components are calculated in the same manner as all postal labor incremental costs, in proportion to the amount of cost in each component.  Product specific costs are shown in Appendix I, Table I-1.

Portions of advertising costs are product specific to Priority Mail, Parcels Zone Rate, International Mail, Money Orders, and Post Office Box.  Product specific costs are shown in Appendix I, Table I-1.

�  Subcomponent 174:  Accounts 52171, 52179, 52332, 52333, 52334, 52335, 52336, 52337, 54166, 54401, 54402, 54403, 54405, 54406, 54407, 54511, and 54513.


		�  Subcomponent 175:  Accounts  52130, 54512, 54518, 54521, 54523.


�  Subcomponent 177:  Accounts 52101, 52102, 52104, 52105, 52109, 52111, 52172, 52341, 52357, 52359, 52410, 52413, 52418, 52419, 52423, 52425, 52427, 52428, 52429, 52432, 52433, 52445, 52446, 52447, 52448, 52474, and 54411.


		�  Subcomponent 179:  Accounts 52174, 52431, 52435, 52436, and 52471.


		�  Subcomponent 182:  Accounts 52210, 52220, 52260, 52270, 52280, and 52290.


�  Subcomponent 187:  Accounts 52177, 52178, 52324, 52122, 52316, 56622 and portions of 52106, 52111, 52359, 52436, 52332, 52120 associated with Priority Mail, International Mail, and Delivery Confirmation.  Equipment such as Eastern Region Mail Containers (ERMCs), tray lids, etc. purchased for the contracted Priority Mail Processing Centers (PMPCs) are fully volume variable to Priority Mail.  Equipment supplies used by the International Business Unit (IBU) are fully volume variable to International Mail.


		�  Subcomponent 197:  A portion of accounts  52105, 52111, 52359, 54411 associated with International Mail.
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