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PREFACE

This is a category 2 library reference sponsored by Witness Kelley (USPS-T-15).  The purpose of this library reference is to describe the methodology used to develop Alaska Highway Costs.  This is an update to USPS-LR-K-40 from Docket No. R2005-1.

Alaska Highway Costs are in their own cost pool in Cost Segment 14.  Historically, surface transportation in Alaska has been classified as intra-BMC highway.  The contracts, however, are much more like freight rail and inter-BMC highway.  Therefore, we subtract the cost of these contracts from intra-BMC highway costs and distribute them based on the combined cost distributions of inter-BMC highway and freight rail.

The excel workbook, AKHWY2005.xls, has multiple worksheets.  Each AP a report from the office that handles contracts for Alaska is received and placed in this workbook.  APs are still used in highway contracting, so the ‘Summary’ worksheet collects the AP information and converts it to months.  Column F of the worksheet computes the fraction of each AP expense that falls into calendar months that corresponds to the postal calendar.  These amounts are aggregated by quarter and divided by 1000 because the transportation model is quarterly and its costs are reported in thousands.

Page 2 of the hardcopy has the costs that are used in the cost segment 14 model.  The output of USPS-LR-L-40 is used as part of the CRA Workpapers (USPS-LR-L-5) sponsored by witness Milanovic (USPS-T-9).
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