USPS-FY07-19 

FY 2007 DELIVERY COSTS BY SHAPE
I.  PREFACE
A.  Purpose and Content
USPS-FY07-19 documents the development of FY 2007 volume variable delivery costs by rate category for First-Class, Periodicals, Standard, Bound Printed Matter, and Media Mail.  
B.  Predecessor Document 
Docket No. R2006-1, USPS-LR-L-101.
C.  Methodology
The unit delivery costs in Table 1 are a ratio of volume variable FY07 delivery costs to FY07 originating volume.  Delivery costs are defined as all volume variable costs (including collection costs) from cost segments 6 (city in-office), 7 (city-street), and 10 (rural).  Therefore the unit delivery costs displayed in Table 1 are derived in the following manner:
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An important concept in the derivation of unit delivery costs by rate category is that the sum of volume variable costs for all rate categories within a specific subclass must equal the volume variable delivery (cost segments 6, 7, and 10) costs at the subclass level from the Cost Segments and Components Report (USPS-FY07-2).

This attachment utilizes the PRC methodology from PRC-LR-11 from Docket No. R2006-1.  However, due to some new data elements being captured by the Carrier Cost Systems (CCS), the current delivery cost model differs from PRC-LR-11 from Docket No. R2006-1 in the following respects:


1) Detached Address Label (DAL) volume is estimated from data collected as part of the City Carrier Cost System (CCCS) and Rural Carrier Cost System (RCCS).  Previously, in Dockets Nos. R2005-1 and 2006-1, DALs were estimated and distributed to their respective cost systems on the basis of an industry estimate multiplied by its respective ECR Saturation Letter distribution factor.

2) The proportion of ECR Saturation letters and flats on city letter routes that are Sequenced (taken directly to the street) are now estimated using data from CCCS.  Previously, this was estimated using IOCS direct costs in conjunction with Shipe’s saturation casing productivities.

3) Rural Boxholder volume is distributed to shape based on new information collected as part of RCCS.  Previously, boxholder volume was distributed to shape within rate category based on RPW proportions.
D.  Inputs/Outputs

Inputs:
USPS-FY07-6-“B” Workpapers
USPS-FY07-14 -Mail Characteristics Study

USPS-FY07-24 -Non-operation specific piggyback factors

USPS-FY07-27 -In-Office Cost System (IOCS) Statistical and Computer

Documentation 

USPS-FY07-28 -City Carrier Cost System (CCCS) Statistical and Computer Documentation 
USPS-FY07-29 -Rural Carrier Cost System (RCCS) Statistical and Computer Documentation 

Outputs
USPS-FY07-3  FY 2007 Discounts and Passthroughs of Workshare Items

USPS-FY07-10 -FY 2007 Special Cost Studies Workpapers -Letter Cost Models.
II.  ORGANIZATION
This attachment contains three Excel Workbooks along with this Word document.  The Excel workbooks perform the calculations necessary to calculate the unit delivery costs by rate category.  The workbook UDCInputs071211.xls consists of the necessary cost and volume inputs required to derive the unit delivery costs.  The workbook VolAdj071211.xls contains all of the volume adjustments needed to calculate the unit delivery costs.  Lastly, the workbook UDCModel071211.xls takes the inputs and volume adjustments and performs the calculations to get the final unit delivery costs by rate category which are found in Table 1 (reproduced on next page).
Documentation of the content of each worksheet within each workbook is included in the worksheet called ‘NOTES’ within each of the three workbooks.  The ‘NOTES’ worksheet lists all of the worksheets within each workbook along with a brief description of its function.
	Table 1 – Test Year Unit Delivery Costs
	

	Rate Category
	Unit Delivery Cost (Cents)

	First Class Single Piece
	

	Letters
	8.328

	Flats
	15.295

	Parcels
	37.949

	First Class Presort
	

	Non-automation Letters
	4.379

	Automation Letters
	4.105

	Presort Letters (Average)
	4.113

	Flats
	13.368

	Parcels
	29.170

	First Class Cards
	

	Single Piece
	9.645

	Non-automation
	3.935

	Automation
	3.717

	Presort Cards (Average)
	3.736

	Periodicals
	

	Letters
	4.995

	Flats
	9.364

	Parcels
	26.921

	Package Services – Bound Printed Matter
	

	Flats
	16.630

	Parcels
	35.335

	Package Services – Media Mail
	

	Flats
	29.672

	Parcels
	37.744

	Standard Regular
	

	Non-automation Letters
	4.613

	Automation Letters
	3.833

	Standard Regular Letters (Average)
	3.870

	Regular Flats
	11.136

	Regular Parcels
	33.248

	ECR
	

	ECR Basic Letters
	5.793

	ECR High Density Letters
	3.798

	ECR Saturation Letters

	3.708

	ECR Basic Flats
	8.250

	ECR High Density Flats
	5.779

	ECR Saturation Flats
	4.957


� The unit cost for ECR Saturation Letters is calculated after all volume variable delivery costs from DAL (Detached Address Labels) are transferred to ECR Saturation Flats.





PAGE  
1

_1259308100.unknown

