

USPS-FY07-31

ROADMAP 

TO ANNUAL COMPLIANCE REPORT

Purpose:  The purpose of this document is to help readers navigate the materials presented to the Postal Regulatory Commission by the Postal Service as its FY 2007 Annual Compliance Report in response to 39 U.S.C. § 3652.  Specifically, with respect to the series of associated items (each denominated as “USPS-FY07-x” or “USPS-FY07-NPx”), this document briefly describes the purpose of each item, the inputs to and outputs from that item, and any changes in methodology incorporated into that item.  The intent is to allow readers to understand the flow of information building to the summary data identified in the statute.  

Predecessor:   The most recent predecessor document was the roadmap testimony (USPS-T-47) of witness Davis in Docket No. R2006-1.

Organization:   USPS-FY07-31 is organized into two sections.  Section I presents, generally on an item-by-item basis, a brief description of each set of materials.  As applicable, this description includes an indication of the sources of the inputs used, and an indication of the downstream materials that make use of the outputs.  Section II identifies, again generally on an item-by-item basis, any material changes in methodology incorporated into preparation of the associated data.   
 Broadly speaking, there are four relatively distinct major sets of items included in the appended material.  The first set is the subclass costing material traditionally filed in omnibus rate cases and, more recently, on an annual basis in response to the Commission’s periodic reporting rules.  The focus of these materials, in terms of the ultimate output, is the domestic Cost and Revenue Analysis (CRA) report.  The second set is the comparable costing material with respect to international mail, filed in recent years in response to the Commission’s international reporting requirements.  The focus of these materials, in terms of output, is the International Cost and Revenue Analysis (ICRA) report.  The third set is material relating to intra-subclass cost analyses, generally relating to workshare cost avoidances.  In the past, such workshare information has only been provided in the context of omnibus rate cases.  The fourth set is billing determinant information which, for both domestic and international mail, has generally been filed with the Commission on an annual basis.
Therefore, all four of these major bodies of material (CRA, ICRA, workshare, and billing determinant) should be familiar to the Commission.  Moreover, they are presented in formats similar (if not identical) to what both the Commission and other parties participating in postal rate proceedings have seen and worked with in the past.  In that sense, the Postal Service has sought to minimize the burden on parties seeking to review these materials quickly and identify areas of potential interest.
Note, however, that these materials are divided into two broad sets, the public portion and the non-public annex.  Items in the public portion are labeled as “USPS-FY07-x.”  Items in the nonpublic annex are labeled as “USPS-FY07-NPx.”  The “NP” refers to Non Public.  This roadmap includes descriptions and information regarding methodological changes regarding both public and non-public items.  Presentation of such information in this document, of course, has no effect on the public or nonpublic status of the underlying set of materials.

SECTION ONE:  
DESCRIPTION OF ITEMS
Core CRA Presentation
The following items constitute the core CRA presentation for FY 2007:

USPS-FY07-1
FY 2007 Cost and Revenue Analysis (CRA) report    

USPS-FY07-2
FY 2007 Cost Segments and Components Report 

USPS-FY07-5
FY 2007 CRA Model (Cost Matrices, Reports, Control File, & Changes).

USPS-FY07-6
FY 2007 “B” workpapers. 

The purpose of the CRA is to summarize attributable costs for the United States Postal Service’s main products.  The FY 2007 CRA continues to present the same information as in previous years – costs and revenues by subclass, along with various volume statistics by subclass.  In general, inputs for the core CRA come from IOCS data, from TRACS data, from RPW/ODIS data, from City Carrier Street data, from Rural Carrier Street data, and from other rural carrier cost inputs.  Additionally, these items rely on inputs from USPS-FY07-5, FY 2007 CRA Model.  Among the primary outputs from the CRA report are the attributable costs by subclass.  These may be used for a variety of purposes.  For example, some are used in the competitive products contribution approximation exercise, presented in USPS-FY07-9.  

Item USPS-FY07-2 is an output of the FY 2007 Cost and Revenue Analysis (CRA) Model that shows product attributable costs for 18 cost segments, including Postmasters, Supervisors, Clerks and Mail Handlers, In-Office City Carrier Activities, City Carrier and Rural Carrier Street Costs, and Purchased Transportation.
Item USPS-FY07-6, FY 2007 “B” Workpapers, provides input and calculates costs by cost segment which are used by USPS FY07-5, CRA Model, to produce USPS-FY07-2, Cost Segments and Components Report.  
The following items found in this report are used as input/output to the Core CRA presentation:
Items In This Report Providing Specific Inputs for the Core CRA Presentation
(Items 1, 2, 5, & 6)
	Item Number
	Data/Information Provided

	USPS-FY07-5
	· CRA Model

	USPS-FY07-6
	· CRA “B” Workpapers

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-8
	· Facility and Equipment inputs

	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

	USPS-FY07-30
	· TRACS: Commercial Air, Network Air, Highway, and Freight Rail Statistical and Computer Documentation 


Items In This Report Utilizing Core CRA Presentation
(Items 1, 2, 5, & 6)
	Item Number
	Data/Information Provided

	USPS-FY07-2
	· Cost Segments and Components Report

	USPS-FY07-5
	· CRA Model

	USPS-FY07-8
	· Equipment and Facility Related Costs

	USPS-FY07-9
	· Competitive Products Contribution Approximation Materials

	USPS-FY07-13
	· Periodical and Standard Mail Workshare Dropship Cost Avoidances

	USPS-FY07-15
	· Parcels Workshare Cost Models

	USPS-FY07-19
	· Delivery Cost by Shape

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-NP4
	· ICRA Domestic Processing Model


USPS-FY07-3
This item is entitled:

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

The purpose of this item is to report worksharing discounts, cost avoidances and passthroughs for market dominant products for FY 2007. It consists of a CD ROM containing the electronic version, and several printouts containing the hard copy version of the worksharing discounts.  The following items found in this report provide inputs utilized in USPS-FY07-3:

Items in this Report Used as Input to USPS-FY07-3
	Item Number
	Data/Information Provided

	USPS-FY07-10
	· First  Class and Standard Mail Workshare Letter Costs Models

	USPS-FY07-11
	· First Class, Standard Mail , and Periodicals Workshare Flats Costs Models

	USPS-FY07-12
	· Standard Mail Hybrid/Parcel Workshare Cost Study

	USPS-FY07-13
	· Periodical and Standard Mail Workshare Dropship Cost Avoidances

	USPS-FY07-15
	· Parcels Workshare Cost Models

	USPS-FY07-16
	· Bound Printed Matter and Parcel Post Transportation Costs/Bulk Parcel Return Service Workshare Cost Study

	USPS-FY07-21
	· QBRM Workshare Costs


USPS-FY07-4
This item is entitled:

USPS-FY07-4
FY 2007 Market Dominant Billing Determinants

The purpose of this item is to present the FY 2007 market dominant billing determinants – the volume breakouts which correspond to individual components of the rate schedule.  The primary source of information for billing determinants is the RPW/ODIS system.  Billing determinants are used extensively throughout the materials supplied with the report, particularly the items relating to Workshare Information (Items 10-29).

USPS-FY07-7
This item is entitled:

USPS-FY07-7
Cost Segment 3 Subclass Costs by Cost Pools

The purpose of this item is to document the formation of FY 2007 C/S 3 cost pools, the development of mail processing accrued costs and volume-variable subclass costs by cost pool, and other related calculations that are inputs to the B Workpapers, the CRA model and the Special Cost Studies.  

The FY 2007 information from Part I of LR-L-55, Docket No. R2006-1, including Pay Data system LDC expenses, MODS hours, and IOCS tallies are inputs to this item.  The FY 2007 IOCS tallies in item USPS‑FY07-27 are an input.  In addition to those data systems, the webROADS LDC 15 console hours in USPS-FY07-23 are inputs to this item.   A summary of inputs and outputs contained in this report are shown below:

Items in this Report Used as Input to USPS-FY07-7
	Item Number
	Data/Information Provided

	USPS-FY07-23
	· MODS Productivity Data

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


Items in this Report Utilizing USPS-FY07-7
	Item Number
	Data/Information Provided

	USPS-FY07-2
	· Cost Segments and Components Report

	USPS-FY07-6
	· CRA “B” Workpapers

	USPS-FY07-8
	· Equipment and Facility Related Costs

	USPS-FY07-11
	· First Class, Standard Mail , and Periodicals Workshare Flats Costs Models

	USPS-FY07-13
	· Periodical and Standard Mail Workshare Dropship Cost Avoidances

	USPS-FY07-15
	· Parcels Workshare Cost Models

	USPS-FY07-18
	· ECR Workshare Analysis

	USPS-FY07-20
	· Window Service Cost by Shape

	USPS-FY07-21
	· QBRM Workshare Costs

	USPS-FY07-22
	· Bound Printed Matter Mail Processing Costs and Parcel Post Window Services

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape


USPS-FY07-8
This item is entitled:

USPS-FY07-8
Equipment and Facility Related Costs

The primary purpose of this item is to provide inputs used to determine the volume variable equipment and facility-related costs by subclass for the CRA.  USPS-FY07-8 also provides inputs for the calculation of cost pool and operations specific piggyback factors, USPS-FY07-25.

The CRA equipment-related costs are equipment depreciation (component 20.1), interest expense (component 20.5), maintenance labor (component 11.2), and parts & supplies (component 16.3.2).  This item provides these costs divided into 25 cost pools by equipment type using data from Postal Service accounting and engineering records.  Also provided is the description of the distribution keys to be used for each of these cost pools, in order to relate these costs to subclasses.  USPS-FY07-8 also provides a distribution key to be used for the costs for the Intelligent Mail Devices (IMDs) Scanners.  

The CRA facility-related costs are for space provision and space support.  The space provision costs are rents (component 15.1), depreciation (component 20.3) and interest (component 20.5).  The space support costs are fuel and utilities (component 15.2), custodial services labor (component 11.1), contract cleaners (component 11.1.2), building equipment maintenance labor (component 11.3), custodial supplies and services (component 16.3.1) and building security (component 18.1.2).  These costs are divided into cost pools (or by activity) based on the FY 2007 estimates of square feet and rents by operation.  These estimates are based on a FY1999 facility survey, updated using information on equipment deployments.  USPS-FY07-8 also provides a description of the variabilities and distribution keys for these cost pools. 
The following items found in this report are used as input/output to USPS-FY07-8:

Items in this Report Used as Input to USPS-FY07-8
	Item Number
	Data/Information Provided

	USPS-FY07-2
	· Cost Segments and Components Report

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

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


Items in this Report Utilizing USPS-FY07-8

	Item Number
	Data/Information Provided

	USPS-FY07-5
	· CRA Model

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors


USPS-FY07-9
This item is entitled:

USPS-FY07-9
Competitive Products Contribution Approximation Materials

The purpose of this item is to approximate the FY 2007 contribution from competitive products.  As noted in the text of this report, an approximation is necessary for this purpose because the reporting systems for FY 2007 were designed to track the mail categories as they existed in FY 2007, and thus do not match the new product divisions subsequently determined after the close of the fiscal year.  This approximation should at least allow some comparison between the results for FY 2007, and the corresponding results estimated by the Commission in Order No. 26 for FY 2005 and FY 2006.

The predecessor document is the Commission’s Workpapers Supporting Order No. 26, which were posted on the Commission’s webpage on August 16, 2007.

The following items found in this report are used as input/output to USPS-FY07-9:

Items in this Report Used as Input to USPS-FY07-9
	Item Number
	Data/Information Provided

	USPS-FY07-1
	· Cost and Revenue Analysis (CRA)

	USPS-FY07-15
	· Parcels Workshare Cost Models

	USPS-FY07-NP2
	· International Cost and Revenue Analysis (ICRA) Report


USPS-FY07-10

This item is entitled:

USPS-FY07-10
FY 2007 Special Cost Studies Workpapers – Letter Cost Models

The purpose of this item is to present FY 2007 First-Class Mail letters and cards,  and Standard Mail Regular Presort letters mail processing unit cost estimates, First Class Mail Presort letters worksharing related savings estimates, and nonmachinable surcharge additional cost estimates.  The outputs are used primarily in USPS-FY07-3, comparing discounts and passthroughs. The following items found in this report are used as input/output to USPS-FY07-10:

Items in this Report Used as Input to USPS-FY07-10
	Item Number
	Data/Information Provided

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-14
	· Mail Characteristics Study

	USPS-FY07-19
	· Delivery Cost by Shape

	USPS-FY07-23
	· MODS Productivity Data

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape


Items in this Report Utilizing USPS-FY07-10
	Item Number
	Data/Information Provided

	USPS-FY07-3
	· Workshare Discounts and Passthroughs

	USPS-FY07-19
	· Delivery Cost by Shape

	USPS-FY07-21
	· QBRM Workshare Costs


USPS-FY07-11
This item is entitled:

USPS-FY07-11
FY 2007 Special Cost Studies Workpapers – Flat Cost Model (First and Standard) & Periodical Cost Model
The purpose of this item is to document the development of the FY 2007 mail processing unit cost for First-Class Mail Presort flats, Periodicals Outside County flats, and Standard Mail Regular flats.  The following items found in this report are used as input/output to USPS-FY07-11:

Items in this Report Used as Input to USPS-FY07-11
	Item Number
	Data/Information Provided

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-23
	· MODS Productivity Data

	USPS-FY07-14
	· Mail Characteristics Study

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape


Items in this Report Utilizing USPS-FY07-11
	Item Number
	Data/Information Provided

	USPS-FY07-3
	· Workshare Discounts and Passthroughs

	USPS-FY07-12
	· Standard Mail Hybrid/Parcel Workshare Cost Study


USPS-FY07-12
This item is entitled:

USPS-FY07-12
 Standard Mail Hybrid/Parcel Cost Study
The purpose of this item is to document FY 2007 additional mail processing unit cost estimates for Standard Mail non flat-machinables (NFM) and parcels.  The predecessor document is Docket No. R2006-1, USPS-LR-L-115. The following items found in this report are used as input/output to USPS-FY07-12:

Items in this Report Used as Input to USPS-FY07-12
	Item Number
	Data/Information Provided

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-11
	· First Class, Standard Mail , and Periodicals Workshare Flats Costs Models

	USPS-FY07-14
	· Mail Characteristics Study

	USPS-FY07-23
	· MODS Productivity Data

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape


Items in this Report Utilizing USPS-FY07-12
	Item Number
	Data/Information Provided

	USPS-FY07-3
	· Workshare Discounts and Passthroughs


USPS-FY07-13
This item is entitled:

USPS-FY07-13
 FY 2007 Special Cost Studies Workpapers -  Drop Ship Cost Avoidances for Periodicals and Standard Mail
The purpose of this item is to document the FY 2007 destination entry cost avoidance estimates for Standard Mail and Periodicals.  The predecessor document is Docket No. R2006-1, USPS-LR-L-112. The following items found in this report are used as input/output to USPS-FY07-13:

Items in this Report Used as Input to USPS-FY07-13
	Item Number
	Data/Information Provided

	USPS-FY07-1
	· Cost and Revenue Analysis (CRA)

	USPS-FY07-6
	· CRA “B” Workpapers

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-14
	· Mail Characteristics Study

	USPS-FY07-23
	· MODS Productivity Data

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape


Items in this Report Utilizing USPS-FY07-13
	Item Number
	Data/Information Provided

	USPS-FY07-3
	· Workshare Discounts and Passthroughs

	USPS-FY07-18
	· ECR Workshare Analysis


USPS-FY07-14
This item is entitled:

USPS-FY07-14
Mail Characteristics Study 

The purpose of this item is to present FY 2007 mail characteristics of First Class Mail, Standard Mail, and Periodicals Mail.  Information is developed from the Postal One! mailing statement database, samples of small mailing for Standard Mail,  the data collected in response to POIR 19 in Docket No. R2006-1 for Periodicals, and USPS-LR-L-32 for First Class Mail. The following items found in this report are used as input/output to USPS-FY07-14:

Items in this Report Utilizing USPS-FY07-14
	Item Number
	Data/Information Provided

	USPS-FY07-10
	· First  Class and Standard Mail Workshare Letter Costs Models

	USPS-FY07-11
	· First Class, Standard Mail , and Periodicals Workshare Flats Costs Models

	USPS-FY07-13
	· Periodical and Standard Mail Workshare Dropship Cost Avoidances

	USPS-FY07-19
	· Delivery Cost by Shape

	USPS-FY07-20
	· Window Service Cost by Shape

	USPS-FY07-26
	· Mail Processing Costs by Shape


USPS-FY07-15

This item is entitled:

USPS-FY07-15
FY 2007 Special Cost Studies Workpapers - Parcel Cost Models 

The purpose of this item is to document the FY 2007 mail processing and window service cost estimates for Parcel Post, the mail processing and delivery cost estimates for Bound Printed Matter, and the mail processing cost estimates for Media Mail / Library Mail.  The predecessor document is Docket No. R2006-1, USPS-LR-L-103. The following items found in this report are used as input/output to USPS-FY07-15:

Items in this Report Used as Input to USPS-FY07-15
	Item Number
	Data/Information Provided

	USPS-FY07-1
	· Cost and Revenue Analysis (CRA)

	USPS-FY07-4
	· Market Dominant Billing Determinants

	USPS-FY07-6
	· CRA “B” Workpapers

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-15
	· Parcels Workshare Cost Models

	USPS-FY07-16
	· Bound Printed Matter and Parcel Post Transportation Costs/Bulk Parcel Return Service Workshare Cost Study

	USPS-FY07-22
	· Bound Printed Matter Mail Processing Costs and Parcel Post Window Services

	USPS-FY07-23
	· MODS Productivity Data

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape


Items in this Report Utilizing USPS-FY07-15
	Item Number
	Data/Information Provided

	USPS-FY07-3
	· Workshare Discounts and Passthroughs


USPS-FY07-16
This item is entitled:

USPS-FY07-16
FY 2007 Special Cost Studies Workpapers - Bound Printed Matter and Parcel Post Transportation Costs/Bulk Parcel Return Service Cost Study  

The purpose of this item is to document the FY 2007 Parcel Post and Bound Printed Matter transportation cost estimates and the Bulk Parcel Return Service cost estimates. The predecessor document is Docket No. R2006-1, USPS-LR-L-113.  The following items found in this report are used as input/output to USPS-FY07-16:

Items in this Report Used as Input to USPS-FY07-16
	Item Number
	Data/Information Provided

	USPS-FY07-1
	· Cost and Revenue Analysis (CRA)

	USPS-FY07-4
	· Market Dominant Billing Determinants

	USPS-FY07-6
	· CRA “B” Workpapers

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-15
	· Parcels Workshare Cost Models

	USPS-FY07-16
	· Bound Printed Matter and Parcel Post Transportation Costs/Bulk Parcel Return Service Workshare Cost Study

	USPS-FY07-17
	· Parcel Post Regression Analysis

	USPS-FY07-23
	· MODS Productivity Data

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors


Items in this Report Utilizing USPS-FY07-16
	Item Number
	Data/Information Provided

	USPS-FY07-3
	· Workshare Discounts and Passthroughs


USPS-FY07-17
This item is entitled:

USPS-FY07-17
FY 2007 Special Cost Studies Workpapers - Parcel Post Regression Analysis 

The purpose of this item is to describe and document the FY 2007 regression analyses used to estimate the cubic feet per piece for three categories of Parcel Post.   In general, Parcel Post mail pieces that are larger in size tend to weigh more.  The relationship between the average cubic feet per piece for each weight increment and the weight increment values has historically been measured using econometrics.  
The input to this analysis is the Fiscal Year (FY) 2007 Parcel Post volume, cubic feet, and weight data. The outputs from this analysis are the three regression equations for Inter-BMC, Intra-BMC, and Parcel Select Parcel Post. These equations are used to distribute the Parcel Post transportation costs in item USPS-FY07-16. The following items found in this report are used as input/output to USPS-FY07-17:

Items in this Report Utilizing USPS-FY07-17
	Item Number
	Data/Information Provided

	USPS-FY07-16
	· Bound Printed Matter and Parcel Post Transportation Costs/Bulk Parcel Return Service Workshare Cost Study


USPS-FY07-18
This item is entitled:

USPS-FY07-18
 FY 2007 ECR Mail Processing Saturation Savings 

The purpose of this item is to document FY 2007 development of mail processing cost saturation savings by shape for Standard Mail ECR.  The following items found in this report are used as input/output to USPS-FY07-18:

Items in this Report Used as Input to USPS-FY07-18
	Item Number
	Data/Information Provided

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-13
	· Periodical and Standard Mail Workshare Dropship Cost Avoidances

	USPS-FY07-14
	· Mail Characteristics Study

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape

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


Items in this Report Utilizing USPS-FY07-18
	Item Number
	Data/Information Provided

	USPS-FY07-3
	· Workshare Discounts and Passthroughs


USPS-FY07-19
This item is entitled:

USPS-FY07-19
FY 2007 Delivery Costs By Shape 

The purpose of this item is to document the development of FY 2007 volume variable delivery costs by rate category for First-Class, Periodicals, Standard, Bound Printed Matter, and Media Mail.   The Docket No. R2006-1 predecessor document is USPS-LR-L-101. The following items found in this report are used as input/output to USPS-FY07-19:

Items in this Report providing Input to USPS-FY07-19
	Item Number
	Data/Information Provided

	USPS-FY07-2
	· Cost Segments and Components Report

	USPS-FY07-10
	· First  Class and Standard Mail Workshare Letter Costs Models

	USPS-FY07-14
	· Mail Characteristics Study

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape

	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


Items in this Report Utilizing USPS-FY07-19
	Item Number
	Data/Information Provided

	USPS-FY07-10
	· First  Class and Standard Mail Workshare Letter Costs Models


USPS-FY07-20
This item is entitled:

USPS-FY07-20
FY 2007 Window Service Cost by Shape

The purpose of this item is to document the FY 2007 development of window service volume-variable costs by shape for First-Class Mail Presort, Standard Mail Regular, and Standard Mail ECR.  The following items found in this report are used as input/output to USPS-FY07-20:

Items in this Report Used as Input to USPS-FY07-20
	Item Number
	Data/Information Provided

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-14
	· Mail Characteristics Study

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape

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


USPS-FY07-21
This item is entitled:

USPS-FY07-21
FY 2007 QBRM Costs  

The purpose of this item is to present the calculations for the FY 2007 worksharing related savings estimate for QBRM letters and cards.  The following items found in this report are used as input/output to USPS-FY07-21:

Items in this Report Used as Input to USPS-FY07-21
	Item Number
	Data/Information Provided

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-10
	· First  Class and Standard Mail Workshare Letter Costs Models

	USPS-FY07-23
	· MODS Productivity Data

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape


Items in this Report Utilizing USPS-FY07-21
	Item Number
	Data/Information Provided

	USPS-FY07-3
	· Workshare Discounts and Passthroughs


USPS-FY07-22
This item is entitled:

USPS-FY07-22
FY 2007 Bound Printed Matter Mail Processing Costs and Parcel Post Window Service Costs
The purpose of this item is to document the FY 2007 development of mail processing costs for Bound Printed Matter and window service costs for Parcel Post. The following items found in this report are used as input/output to USPS-FY07-22:

Items in this Report Used as Input to USPS-FY07-22
	Item Number
	Data/Information Provided

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors

	USPS-FY07-26
	· Mail Processing Costs by Shape

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


Items in this Report Utilizing USPS-FY07-22
	Item Number
	Data/Information Provided

	USPS-FY07-15
	· Parcels Workshare Cost Models


USPS-FY07-23
This item is entitled:

USPS-FY07-23
MODS Productivity Data  
The purpose of this item is to document the FY 2007 development of MODS-based productivity data for selected operations at plants, Bulk Mail Centers (BMCs), and Remote Encoding Centers (RECs).  The following items found in this report are used as input/output to USPS-FY07-23.
Items in this Report Utilizing USPS-FY07-23
	Item Number
	Data/Information Provided

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-10
	· First  Class and Standard Mail Workshare Letter Costs Models

	USPS-FY07-11
	· First Class, Standard Mail , and Periodicals Workshare Flats Costs Models

	USPS-FY07-13
	· Periodical and Standard Mail Workshare Dropship Cost Avoidances

	USPS-FY07-15
	· Parcels Workshare Cost Models


USPS-FY07-24
This item is entitled:

USPS-FY07-24
FY 2007 Non-Operation Specific Piggyback Factors 
The purpose of this item is to provide the development and documentation of the piggyback factors for major functions (e.g., mail processing, window service, city delivery, rural delivery, vehicle service drivers, and postmasters) for each subclass for FY 2007.  Piggyback factors are employed in cost studies to augment labor cost estimates to add the costs associated with supervisors, administration, facility-related and equipment-related.  The following items found in this report are used as input/output to USPS-FY07-24:

Items in this Report Used as Input to USPS-FY07-24
	Item Number
	Data/Information Provided

	USPS-FY07-5
	· CRA Model


Items in this Report Utilizing USPS-FY07-24
	Item Number
	Data/Information Provided

	USPS-FY07-10
	· First  Class and Standard Mail Workshare Letter Costs Models

	USPS-FY07-11
	· First Class, Standard Mail , and Periodicals Workshare Flats Costs Models

	USPS-FY07-12
	· Standard Mail Hybrid/Parcel Workshare Cost Study

	USPS-FY07-13
	· Periodical and Standard Mail Workshare Dropship Cost Avoidances

	USPS-FY07-15
	· Parcels Workshare Cost Models

	USPS-FY07-16
	· Bound Printed Matter and Parcel Post Transportation Costs/Bulk Parcel Return Service Workshare Cost Study

	USPS-FY07-18
	· ECR Workshare Analysis

	USPS-FY07-19
	· Delivery Cost by Shape

	USPS-FY07-20
	· Window Service Cost by Shape

	USPS-FY07-21
	· QBRM Workshare Costs

	USPS-FY07-22
	· Bound Printed Matter Mail Processing Costs and Parcel Post Window Services

	USPS-FY07-26
	· Mail Processing Costs by Shape


USPS-FY07-25
This item is entitled:

USPS-FY07-25
FY 2007 Mail Processing Piggyback Factors (Operation Specific) 

The purpose of this item is to provide the FY 2007 the development and documentation of the FY 2007 mail processing cost pool piggyback factors and operation specific mail processing piggyback factors. Piggyback factors are employed in cost studies to augment labor cost estimates to add the costs associated with supervisors, administration, facility-related and equipment-related.  The following items found in this report are used as input/output to USPS-FY07-25:

	Items in this Report Used as Input to USPS-FY07-25Item Number
	Data/Information Provided

	USPS-FY07-5
	· CRA Model

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-8
	· Equipment and Facility Related Costs


Items in this Report Utilizing USPS-FY07-25
	Item Number
	Data/Information Provided

	USPS-FY07-10
	· First  Class and Standard Mail Workshare Letter Costs Models

	USPS-FY07-11
	· First Class, Standard Mail , and Periodicals Workshare Flats Costs Models

	USPS-FY07-12
	· Standard Mail Hybrid/Parcel Workshare Cost Study

	USPS-FY07-13
	· Periodical and Standard Mail Workshare Dropship Cost Avoidances

	USPS-FY07-15
	· Parcels Workshare Cost Models

	USPS-FY07-16
	· Bound Printed Matter and Parcel Post Transportation Costs/Bulk Parcel Return Service Workshare Cost Study

	USPS-FY07-18
	· ECR Workshare Analysis

	USPS-FY07-19
	· Delivery Cost by Shape

	USPS-FY07-20
	· Window Service Cost by Shape

	USPS-FY07-21
	· QBRM Workshare Costs

	USPS-FY07-22
	· Bound Printed Matter Mail Processing Costs and Parcel Post Window Services

	USPS-FY07-26
	· Mail Processing Costs by Shape


USPS-FY07-26
This item is entitled:

USPS-FY07-26
FY 2007 Mail Processing Costs by Shape 

The purpose of this item is to document the FY 2007 mail processing unit costs by shape. Unit costs by shape are volume variable mail processing unit cost by shape and presort level. Moreover, these costs have been developed for letter shape mail based on indicia for First-Class Mail single-piece letters. These costs are provided by cost pool and also include piggyback or indirect costs.  The following items found in this report are used as input/output to USPS-FY07-26:

Items in this Report Used as Input to USPS-FY07-26
	 Item Number
	Data/Information Provided

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-14
	· Mail Characteristics Study

	USPS-FY07-24
	· Non-Operation Specific Piggyback Factors

	USPS-FY07-25
	· Operation Specific Mail Processing Piggyback Factors


Items in this Report Utilizing USPS-FY07-26
	Item Number
	Data/Information Provided

	USPS-FY07-10
	· First  Class and Standard Mail Workshare Letter Costs Models

	USPS-FY07-11
	· First Class, Standard Mail , and Periodicals Workshare Flats Costs Models

	USPS-FY07-12
	· Standard Mail Hybrid/Parcel Workshare Cost Study

	USPS-FY07-13
	· Periodical and Standard Mail Workshare Dropship Cost Avoidances

	USPS-FY07-15
	· Parcels Workshare Cost Models

	USPS-FY07-16
	· Bound Printed Matter and Parcel Post Transportation Costs/Bulk Parcel Return Service Workshare Cost Study

	USPS-FY07-18
	· ECR Workshare Analysis

	USPS-FY07-19
	· Delivery Cost by Shape

	USPS-FY07-20
	· Window Service Cost by Shape

	USPS-FY07-21
	· QBRM Workshare Costs

	USPS-FY07-22
	· Bound Printed Matter Mail Processing Costs and Parcel Post Window Services


USPS-FY07-27
This item is entitled:

USPS-FY07-27
FY 2007 In-Office Cost System (IOCS) Statistical and Computer Documentation (Source Code and Data on CD-ROM) 
The purpose of this item is to document the FY 2007 In-Office Cost System, including statistical design for and estimation of in-office labor costs. The In-Office Cost System (IOCS) is a continuous, ongoing probability sample of work time to estimate costs of various activities performed by clerks, mail handlers, city carriers, and supervisors.  Although the Postal Accounting system tracks costs for various categories of employees, it does not identify labor costs by subclass of mail because employees are simultaneously processing more than one subclass in most operations.  The IOCS is designed to supplement the accounting system data by sampling employees at randomly selected points in time throughout the year.  When an employee is sampled, the activity of the employee at that point in time is recorded directly into a portable microcomputer using the IOCS Computerized On-Site Data Entry System (IOCS-CODES) software.

These sample data, in combination with data from the accounting system and the MODS system, are used to produce detailed estimates of attributable costs for various activities. The following items found in this report are used as input/output to USPS-FY07-27:

Items in this Report Utilizing USPS-FY07-27
	Item Number
	Data/Information Provided

	USPS-FY07-6
	· CRA “B” Workpapers

	USPS-FY07-7
	· Cost Segment 3 Cost Pools & Other Information

	USPS-FY07-8
	· Equipment and Facility Related Costs

	USPS-FY07-18
	· ECR Workshare Analysis

	USPS-FY07-19
	· Delivery Cost by Shape

	USPS-FY07-20
	· Window Service Cost by Shape

	USPS-FY07-22
	· Bound Printed Matter Mail Processing Costs and Parcel Post Window Services

	USPS-FY07-NP2
	· International Cost and Revenue Analysis (ICRA) Report

	USPS-FY07-NP7
	· Cost Segment 3 International Subclass Class Costs by Volume Variable Cost Pools


USPS-FY07-28
This item is entitled:

USPS-FY07-28
FY 2007 City Carrier Cost System (CCCS) Statistical and Computer Documentation (Source Code and Data on CD-ROM) 
The purpose of this item is to document the FY 2007 statistical design of the City Carrier Cost System.  The Docket No. R2006-1 predecessor document is USPS-LR-L-11.  The City Carrier Cost System (CCCS ) is a continuous, ongoing cross-sectional statistical study, or probability sample of city carrier route-days.  For each sampled route-day, a subsample of stops is selected, and for each selected stop, the type of stop and volume of mail by shape and category of mail are recorded directly into a portable microcomputer using the Computerized On-Site Data Entry Systems (CODES) software.
The CCCS gathers data for distributing major portions of carriers’ salaries, benefits and related costs to the various classes of mail for postal rate-making and related USPS management purposes.  Accrued carrier costs, available from payroll data, are total amounts and are not generally associated with any particular class of mail or service.  Therefore, special methods are needed to determine the costs associated with the various classes of mail.
Volume estimates from the City Carrier Cost System rely on no input data from other systems.  Outputs from the City Carrier Cost System to other items in this report are shown below:
Items in this Report Utilizing USPS-FY07-28
	Item Number
	Data/Information Provided

	USPS-FY07-2
	· Cost Segments and Components Report

	USPS-FY07-19
	· Delivery Cost by Shape

	USPS-FY07-NP3
	· International Cost Segments and Components Report


USPS-FY07-29
This item is entitled:

USPS-FY07-29
FY 2007 Rural Carrier Cost System (RCCS) Statistical and Computer Documentation (Source Code and Data on CD-ROM) 
The purpose of this item is to document the FY 2007 statistical design of the Rural Carrier Cost System.  The Docket No. R2006-1 predecessor document is USPS-LR-L-12.  The Rural Carrier Cost System (RCCS ) is a continuous, ongoing statistical study, or probability sample of rural carrier route-days.  For each selected route-day, a sample of mail is selected, and for each selected mail piece, the class, subclass, and compensation category of mail is recorded directly into a portable microcomputer using the Computerized On-Site Data Entry Systems (CODES) software.

The RCCS gathers data for distributing major portions of carriers’ salaries, benefits and related costs to the various categories of mail for postal ratemaking purposes.  Accrued carrier costs, available from payroll data, are total amounts and are not generally associated with any particular class of mail or service.  Therefore, special methods are needed to determine the costs associated with the various products and services.

Rural carrier activity consists of delivering mail to and collecting mail from delivery receptacles or customers located on rural routes.  In addition it includes certain activities such as providing special services, collecting postage, and selling stamps.  A rural carrier conducts almost all of the activities of a post office.

Volume estimates from the Rural Carrier Cost System rely on no input data from other systems.  Outputs from the Rural Carrier Cost System are used as inputs to the following items found in this report:
Items in this Report Utilizing USPS-FY07-29
	Item Number
	Data/Information Provided

	USPS-FY07-2
	· Cost Segments and Components Report

	USPS-FY07-19
	· Delivery Cost by Shape

	USPS-FY07-NP3
	· International Cost Segments and Components Report


USPS-FY07-30
This item is entitled:

USPS-FY07-30
Transportation Cost Systems (TRACS)
Statistical and Computer Documentation (Source Code and Data on CD-ROM) 
The purpose of this item is to document the development of the FY 2007 estimated distribution keys for purchased transportation costs.  Predecessor documents include Docket No. R2006-1 library references USPS-LR-L-27 through USPS-LR-L-31.  USPS-FY07-30 contains documentation for the TRACS subsystems used to develop these costs. TRACS is comprised of four different subsystems. These include; 1) Highway, 2) Commercial Air, 3) Network Air and 4) Rail. Since these subsystems are so dissimilar, the program and system documentation for each subsystem is placed in separate appendices in item USPS-FY07-30. These are all continuous, ongoing statistical sampling systems used to produce quarterly distribution key estimates.
As shown below, the TRACS estimated distribution keys are used to develop purchased transportation costs in USPS-FY07-6 CRA “B” Workpapers and USPS-FY07-NP2 International Cost & Revenue Analysis (ICRA) Report.
Items in this Report Utilizing USPS-FY07-30
	Item Number
	Data/Information Provided

	USPS-FY07-6
	· CRA “B” Workpapers

	USPS-FY07-NP2
	· International Cost and Revenue Analysis (ICRA) Report


USPS-FY07-31
This item is entitled:

USPS-FY07-31
ACR Roadmap Document
The purpose of this Roadmap to the Postal Service’s Annual Compliance Report is to present the subject matter of each item, explain the interrelationship between items, and to describe changes in technical methodologies.              
This item consolidates in one place a brief description of each of the items provided, as well as the flow of inputs and outputs between items.  It includes a discussion of any methodology changes between the FY 2007 analyses included in this presentation, and the Commission’s methodologies in Docket No. R2006-1, or, if applicable, the methodologies used with respect to the data reported for FY 2006.
NONPUBLIC ANNEX

Competitive Information

USPS-FY07-NP1
This item is entitled:

USPS-FY07-NP1
Competitive Billing Determinants

This item contains the Postal Service billing determinants for competitive products in FY 2007. Billing determinants show the volume breakouts which correspond to individual components of the rate schedule.  This item consists of a CD ROM containing the electronic version, and several printouts containing the hard copy version of the billing determinants. Predecessor documents include Billing Determinants FY 2006, filed with the Postal Regulatory Commission May 22, 2007, revised and updated June 8, 2007.
The billing determinants in this item are used throughout the materials included with this compliance report.
International Information
USPS-FY07-NP2
This item is entitled:

USPS-FY07-NP2
FY 2007 International Cost and Revenue Analysis (ICRA) report (Hard copy & Excel)

The purpose of this item is to present the hardcopy ICRA report and the Excel model that produced the ICRA report.  This item has traditionally been filed as Exhibit 1, International Cost and Revenue Analysis – PRC Version, in response to the Commission Rule 103 (39 C.F.R. Section 3001.103), in connection with the Commission’s Annual Report to Congress on the costs, volumes and revenues associated with international mail (39 U.S.C. Section 3663).
The inputs to this item are presented and documented in a supporting files folder.  
USPS-FY07-NP3
This item is entitled:

USPS-FY07-NP3
FY 2007 International Cost Segments and Components Report (Hard copy & Excel)
The purpose of this item is to present the hardcopy International Cost Segments and Components Report and the electronic version contained in the Excel file, FY07IPRC.Crpt.xls. This item is the International Cost Segments and Components Report, or C Report, output of the Domestic Processing Model, USPS-FY07-NP4.
This item has traditionally been filed as Exhibit 2, International Cost Segments and Components Report—PRC Version, in response to the Commission Rule 103 (39 C.F.R. Section 3001.103), in connection with the Commission’s Annual Report to Congress on the costs, volumes and revenues associated with international mail (39 U.S.C. Section 3663).
USPS-FY07-NP4

This item is entitled:

USPS-FY07-NP4
FY 2007 ICRA Domestic Processing Model (Cost Matrices, Reports, Control File, & Changes)
The purpose of this item is to present the FY 2007 Excel ICRA model that produces the international category cost detail associated with the domestic processing, delivery and piggyback cost segments.  This shows all international costs except domestic transportation, international transportation and settlement charges.  The cost matrices, reports and control files to execute the model are contained here.

This item has traditionally been filed as Volume II, Domestic Processing Model, in response to the Commission Rule 103 (39 C.F.R. Section 3001.103), in connection with the Commission’s Annual Report to Congress on the costs, volumes and revenues associated with international mail (39 U.S.C. Section 3663).  
The following items found in this report are used as input/output to USPS-FY07-NP4:

Items in this Report Used as Input to USPS-FY07-NP4
	Item Number
	Data/Information Provided

	USPS-FY07-5
	· CRA Model

	USPS-FY07-6
	· CRA “B” Workpapers

	USPS-FY07-NP6
	· International Cost Segment Spreadsheets

	USPS-FY07-NP7
	· Cost Segment 3 International Subclass Class Costs by Volume Variable Cost Pools


Items in this Report Utilizing USPS-FY07-NP4
	Item Number
	Data/Information Provided

	USPS-FY07-NP2
	· International Cost and Revenue Analysis (ICRA) Report


USPS-FY07-NP5

This item is entitled:

USPS-FY07-NP5
FY 2007 ICRA Overview/Technical Description
The purpose of this item is to provide narrative descriptions and documentation of the ICRA production process in two parts.  Part 1 is a summary and functional description of the six areas which constitute the development of the ICRA report: domestic processing, domestic transportation, international transportation, settlement charges and foreign origin mail, with example pages of the FY 2007 ICRA Report.  Part 2 contains technical descriptions and computational details of the same six development areas, technical descriptions of the SIRVO-IODIS and SIRVI data systems, and the final chapter is a user’s guide to the Excel ICRA model.

This item has traditionally been filed as Volume I, Overview/Technical Description, in response to the Commission Rule 103 (39 C.F.R. Section 3001.103), in connection with the Commission’s Annual Report to Congress on the costs, volumes and revenues associated with international mail (39 U.S.C. Section 3663).

USPS-FY07-NP6

This item is entitled:

USPS-FY07-NP6
FY 2007 International Cost Segments Spreadsheets
The purpose of this item is to present the workpapers used as inputs to USPS-FY07-NP2 (FY 2007 International Cost and Revenue Analysis report) and USPS-FY07-NP4 (FY 2007 ICRA Domestic Processing Model (Cost Matrices, Reports, Control Files, & Changes)).  These spreadsheets are also contained in those items and USPS-FY07-NP6 is analogous to the domestic FY 2007 “B” workpapers in USPS-FY07-6.
Items in this Report Used as Input to USPS-FY07-NP6
	Item Number
	Data/Information Provided

	USPS-FY07-2
	· Cost Segments and Components Report

	USPS-FY07-5
	· CRA Model


Items in this Report Utilizing USPS-FY07-NP6
	Item Number
	Data/Information Provided

	USPS-FY07-NP2
	· International Cost and Revenue Analysis (ICRA) Report

	USPS-FY07-NP4
	· ICRA Domestic Processing Model


USPS-FY07-NP7
This item is entitled:

USPS-FY07-NP7
Cost Segment 3 International Subclass Costs by Cost Pools (Volume Variable Cost Pools)
The purpose of this item is to document the FY 2007 international volume-variable subclass costs by cost pool that are inputs to the ICRA model. This item has traditionally been filed in Volume II, Domestic Processing Model, in response to the Commission Rule 103 (39 C.F.R. Section 3001.103), in connection with the Commission’s Annual Report to Congress on the costs, volumes and revenues associated with international mail (39 U.S.C. Section 3663).  

A summary of inputs and outputs contained in this report are shown below:

Items in this Report Used as Input to USPS-FY07-NP7
	Item Number
	Data/Information Provided

	USPS-FY07-23
	· MODS Productivity Data

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


Items in this Report Utilizing USPS-FY07-NP7
	Item Number
	Data/Information Provided

	USPS-FY07-NP4
	· ICRA Domestic Processing Model


USPS-FY07-NP8

This item is entitled:

USPS-FY07-NP8
FY 2007 International Billing Determinants 

The purpose of this item is to present the FY 2007 International Billing Determinants, showing the revenue, pieces and weight for each rate cell with a mail product.   The predecessor document is International Billing Determinants, most recently filed as Exhibit 5, Docket No. IM2006-1.  

Inputs come from sources such as MIDAS or International Accounting Branch (IAB) pieces and weight.  Outputs are used throughout the ICRA development process.
USPS-FY07-NP9

This item is entitled:

USPS-FY07-NP9
FY 2007 Miscellaneous International Data
This item is just miscellaneous international data, not included in other items, coming from various sources and used in various ways.   

USPS-FY07-NP10

This item is entitled:

USPS-FY07-NP10

ICM Data
The purpose of this item is to present the FY 2007 aggregated revenue, piece and weight information for international customized agreements with customers.  Information is provided on the Global Package Discount, Global Expedited Package Services, Global Direct, Global Plus and International Business Reply Service customized agreement groupings.  The information is aggregated by certain of the “groupings” presented in the Postal Service’s proposed Mail Classification Schedule (MCS). Cost information by grouping is not available.  Excel spreadsheets show the aggregated information as well as disaggregated international mail product or category level data for a grouping, where applicable.  This information has no predecessor document; revenue, piece and weight information by customized agreement grouping has not previously been developed. 

The inputs for USPS-FY07-NP10 were derived from Postal One!, the Express Mail Reporting System, Global Shipping Solutions, and data from destination post offices.  See item USPS-FY07-NP10 for more details.

SECTION TWO:  METHODOLODGY CHANGES

This section identifies the material changes in methodology reflected in the associated materials.  Compared with the types of changes introduced in past omnibus rate changes, there are no major changes in methodology, except that the basic structure of the costing presentation adheres to what in the past was known as the PRC version, as opposed to the USPS version.  With respect to the changes identified below, in some instances, more detailed discussion can be found in the individual items references. 

Core CRA

Consistent with the Postal Accountability and Enhancement Act, the CRA report for FY 2007 conforms to the Postal Regulatory Commission (PRC) methods in the following ways: (1) Whereas the Postal Service included product specific costs in the incremental costs of products, the PRC adds product specific costs to volume variable costs to arrive at Attributable Costs.  (2) The PRC does not use incremental costs at this time, so the FY 2007 CRA does not have incremental costs.  Instead, the FY 2007 CRA shows volume variable, product specific, and attributable costs.  
The Cost Segments and Components Report uses the PRC methodology most recently reflected in their Docket No. R2006-1 Recommended Decision, except for the following updates and/or improvements to Cost Segments 3, 7, 8, 10, 13, 14, 16, and 18.  See item USPS-FY07-2 for details on these cost segment refinements.

Also, consistent with the Postal Accountability and Enhancement Act, the “B” Workpapers for FY 2007 conform to the Postal Regulatory Commission (PRC) methods.  The USPS-FY07-6, “B” Workpapers, include changes from FY 2006.  In Cost Segment 7, City Carrier Street Labor, the non-volume variable costs associated with Express Mail collection boxes were assigned to Express Mail as product specific, adding about $5 million to its attributable cost.  The non-volume variable costs associated with collection boxes were assigned to First-Class Single Piece Mail as product specific, adding about $60 million to its attributable costs.   The costs of a delivery confirmation scan were assigned to Special Services, Other, where other identifiable delivery confirmation costs are shown.  In Cost Segment 8, Vehicle Service Drivers, the International densities were changed to reflect the new RPW international categories due to the International Re-branding Redesign.  In Cost Segment 10, Rural Carriers, tallies for delivery confirmation were available by shape, so that new information has been incorporated. No major methodological changes were made to Cost Segment 14 in FY 2007 except the Transportation Cost System (TRACS) provided an improved distribution key for the Christmas network using operational data. The Alaska Air Adjustment Factor is now contained within the CS 14 workbook.  In Cost Segment 16, Supplies and Services, a new general ledger expense account for eBay fees was generated, and these costs were attributed based on the contract fees and the classes of mail that paid the contract fees.
USPS-FY07-3
FY 2007 Discounts and Passthroughs of Workshare Items

The PRC cost methodology from the Docket No. R2006-1 case is used.  There have been no changes in methodology.  See item USPS-FY07-3 for more details.
USPS-FY07-4
FY 2007 Market Dominant Billing Determinants

The methodologies used to produce the FY 2007 Billing Determinants follow the methodologies used in the FY 2006 and earlier versions of the billing determinants. Modifications were made to the structure of the billing determinants as necessary to reflect changes to postal product classifications that were implemented as a result of Docket No. R2006-1 and the PAEA.

USPS-FY07-7
Cost Segment 3 Subclass Costs by Cost Pools

USPS-FY07-07 uses the PRC mail processing methodology, most recently reflected in their Docket No. R2006-1 Recommended Decision, but incorporates the updates/improvements to determination of BMC cost pools,  MODS 1&2 LDC 48 cost pools, LDC 15 cost pools, Express Mail out-of-office costs, and NonMods subclass costs.

In Docket No. R2006-1, the formation of the BY 05 BMC cost pools relied on IOCS tallies.  Since FY06, the PRC methodology used for the MODS 1&2 facilities has been extended to the BMCs, bringing all ‘function 1’ cost pools under the same methodology

In Docket No. R2006-1, MODS hours were still used to partition the LDC 48 operations into cost pools in the MODS 1&2 facilities.  As separate finance numbers are assigned to ‘function 4’ post-offices, stations and branches, the great majority of them no longer report to the MODS system.  Thus the ‘function 4’ hours in the MODS file may no longer represent all post-offices, stations and branches in the MODS 1&2 facilities group.  By contrast, IOCS has continued to retain these post-offices, stations and branches in the sample. Consequently, since FY06 (and in FY07),  the LDC 48 MODS operations associated with IOCS tallies are used to disaggregate the LDC 48 costs into the same cost pools as those shown in Docket No. R2006-1.   

Previous to FY07, MODS hours were used to partition the LDC 15 costs into letter- keying and flat keying operations. The proxy distribution keys for these two groupings were based on IOCS subclass tallies in OSS operations and at the AFSM100 machine.  In FY07, the LDC 15 costs are allocated to various image streams based on the percents of webROADS keying hours logged at consoles set up to receive those various image streams. 

Previous to FY07, out-of-office clerk Express Mail delivery costs in the PRC version were grouped with not-handling costs and distributed to subclasses based on the in‑office subclass handling costs.   In FY07, out-of-office Express Mail delivery costs are identified separately using tally information available since the 2005 IOCS redesign.  

Previous to FY07, the mail processing nonMODs input subclass costs to the B worksheets included the mail processing break time, but not the clocking in/out time – which was subsequently allocated to the subclass costs in the B workpapers. In FY07, those input costs include their share of the clocking in/out time using the same methodology displayed in the B workpapers. 

For additional details on methodology changes see USPS-FY07-7.

USPS-FY07-8
Equipment and Facility Related Costs

USPS-FY-8 uses the PRC cost methodology from Docket No. R2006-1, as described in the testimony of witness Marc Smith, USPS-T-13.  The methodology was updated to add a new equipment category, due to deployment of Intelligent Mail Devices (IMDs) Scanners.  This equipment category had been included in the test year costs for Docket No. R2006-1, as discussed in USPS-T-13.  The method for determining the variability and distribution of IMD Scanner costs is the same as used in Docket No. R2006-1. 
USPS-FY07-9
Competitive Products Contribution Approximation Materials

The methodology, to the extent possible, is that used in the Commission’s Workpapers Supporting Order No. 26.

USPS-FY07-10
FY 2007 Special Cost Studies Workpapers – Letter Cost Models
In past dockets, the Commission employed a “hybrid” cost methodology that used both Cost and Revenue Analysis (CRA) mail processing unit costs and model-based mail processing unit costs to estimate the worksharing related savings. Consequently, this document relies on a hybrid cost methodology. 
The workbooks utilize the PRC methodology from PRC-LR-12 for First-Class Mail and PRC-LR-15 for Standard Mail Regular from Docket No. R2006-1.  However, due to some new data elements being captured by WebEOR, the acceptance rate for First-Class Mail Presort Letters and Standard Mail Regular Presort Letters is updated. 

USPS-FY07-11
FY 2007 Special Cost Studies Workpapers – Flat Cost Model (First and Standard) & Periodical Cost Model

The current flats cost models have been changed in two primary ways: 1) Changes have been made to the Periodicals cost model to conform to the PRC methodology consistent with Docket No. R2006-1 Opinion and Recommended Decision with corrections, and  2) Adjustments have been made to First-Class Mail, Periodicals, Standard Mail cost models to incorporate future Flats Sequencing System deployments.  For additional details see item USPS-FY07-11.
USPS-FY07-12
 Standard Mail Hybrid/Parcel Cost Study
The Standard Mail Hybrid/Parcel Cost Study relies on the PRC cost methodology from Docket No. R2006-1.  There have been no methodology changes.
USPS-FY07-13
 FY 2007 Special Cost Studies Workpapers -  Drop 
Ship Cost Avoidances for Periodicals and Standard Mail
USPS-FY07-13 relies on the PRC cost methodology from Docket No. R2006-1. While the overall estimating methodology is the same as that relied upon in USPS-LR-L-112, three modifications have been made to the cost studies since the last rate case. Data have been revised to reflect FY 2007, the Standard Mail cost study has been combined into one workbook and the redundant pages have been removed, and the non-transportation cost estimates in the Standard Mail cost study have been restructured.  For more details see item USPS-FY07-13.
USPS-FY07-14
Mail Characteristics Study

There have been no changes in the methodology used to develop the Mail Characteristics Study since Docket No. R2006-1.  

USPS-FY07-15
FY 2007 Special Cost Studies Workpapers - Parcel Cost Models 
USPS-FY07-15 relies on the Postal Regulatory Commission (PRC) cost methodology from Docket No. R2006-1. In the Parcel Post cost study, some savings estimates have been removed from page 1 because they are no longer required. In addition, a portion of the Parcel Return Service (PRS) transportation savings estimate calculations was moved to USPS-FY07-15, page 2.
USPS-FY07-16
FY 2007 Special Cost Studies Workpapers - Bound Printed Matter and Parcel Post Transportation Costs/Bulk Parcel Return Service Cost Study  

USPS-FY07-16 relies on the Postal Regulatory Commission (PRC) cost methodology from Docket No. R2006-1.   In addition, a portion of the Parcel Return Service (PRS) transportation cost avoidance estimates has been moved from the Parcel Post cost model, found in USPS-FY07-15, to page 2 of the USPS-FY07-16 Parcel Post transportation cost model.

 USPS-FY07-17
FY 2007 Special Cost Studies Workpapers - Parcel Post Regression Analysis 
There have been no changes in the methodology used to develop the Parcel Post Regression Analysis since the Docket No. R2006-1 case.  See USPS-Y07-7 for more details.

USPS-FY07-18
FY 2007 ECR Mail Processing Saturation Savings
The PRC cost methodology from the Docket No. R2006-1 case is used.  There have been no changes in methodology.
USPS-FY07-19:  FY 2007 Delivery Costs By Shape

USPS-FY07-19 utilizes the PRC methodology from PRC-LR-11, 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, 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 R2006-1, 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 witness Shipe’s saturation casing productivities.


3) Rural Box holder volume is distributed to shape based on new information collected as part of RCCS.  Previously, box holder volume was distributed to shape within rate category based on RPW proportions.
USPS-FY07-20
FY 2007 Window Service Cost by Shape
The PRC cost methodology from the Docket No. R2006-1 case is used.  There have been no changes in methodology.

USPS-FY07-21
FY 2007 QBRM Costs  
The methodology for the cost study presented in USPS-FY07-21 is unchanged from the models presented by Docket Nos. R2001-1, R2005-1 and R2006-1.  
USPS-FY07-22
FY 2007 Bound Printed Matter Mail Processing Costs and Parcel Post Window Service Costs
The PRC cost methodology from the Docket No. R2006-1 case is used.  There have been no changes in methodology.

USPS-FY07-23
MODS Productivity Data
The MODS-based productivities for plant and BMC operations employ the methodology from Docket No. R2006-1,   No changes in the methodology have occurred.

USPS-FY07-24
FY 2007 Non-Operation Specific Piggyback Factors
There have been no changes in the methodology used to develop the Non-Operation Specific Piggyback Factors since the Docket No. R2006-1 case.
USPS-FY07-25
FY 2007 Mail Processing Piggyback Factors (Operation Specific) 
There have been no changes in the methodology used to develop the Mail Processing Specific Piggyback Factors since Docket No. R2006-1.
USPS-FY07-26
FY 2007 Mail Processing Costs by Shape

There have been no changes in the methodology used to develop Mail Processing Costs by Shape since Docket No. R2006-1.
USPS-FY07-27
FY 2007 In-Office Cost System (IOCS) Statistical and Computer Documentation (Source Code and Data on CD-ROM) 

Changes have been made in how the shape of a mail piece is assigned.  Bundles of Periodicals containing multiple copies are assigned flat, rather than parcel, shape.  Large Periodicals with USPS-approved polywrap or less than 1.25 inches thick are assigned flat shape.  PostalOne data are now used to edit shape information for Periodicals.  Standard mail pieces with “NFM” markings are assigned parcel shape.
USPS-FY07-28
FY 2007 City Carrier Cost System (CCCS) Statistical and Computer Documentation (Source Code and Data on CD-ROM) 
There have been no changes in the methodology used to develop CCCS volume estimates since Docket No. R2006-1.   
USPS-FY07-29
FY 2007 Rural Carrier Cost System (RCCS) Statistical and Computer Documentation (Source Code and Data on CD-ROM) 
There have been no changes in the methodology used to develop RCCS volume estimates since Docket No. R2006-1   
USPS-FY07-30
Transportation Cost Systems (TRACS)

Statistical and Computer Documentation (Source Code and Data on CD-ROM) 
TRACS is comprised of a group of subsystems (Commercial Air, Network Air, Highway and Rail). These are all continuous, ongoing statistical sampling systems used to produce quarterly distribution key estimates.  The methodology is generally the same as the Docket No. R2006-1 case, with a few exceptions.

Beginning October 1, 2006, the purchased transportation contract for Commercial air changed from being based on pound-miles to pounds. TRACS Commercial air estimates are now based upon pounds to follow this change. In addition, beginning in FY2007 the TRACS Commercial air distribution keys are now based upon assigned pounds rather than billed pounds. As part of the Network Air subsystem, TRACS began sampling mail being transported on United Parcel Service (UPS) network air on January 1, 2007.

NONPUBLIC ANNEX

USPS-FY07-NP1
Competitive Billing Determinants

The methodologies used to produce the FY 2007 Billing Determinants for competitive products follow the methodologies used in the FY 2006 and earlier versions of the billing determinants. Modifications were made to the structure of the billing determinants as necessary to reflect changes to postal product classifications that were implemented as a result of Docket No. R2006-1 and the PAEA.

International Information

International Information uses the PRC cost methodology from Docket No. R2006-1, with any modifications defined in USPS-FY07-NP5, FY2007 ICRA Overview and Technical Description.  Additionally, the FY07 format incorporates the changes resulting from the Postal Service’s May 14, 2007, implementation of the redesign of its outbound international products.  USPS-FY07-NP7 uses the PRC mail processing methodology from Docket No. R2006-1 with all the updates/improvements that are described in the preface to USPS-FY07-7. 

On May 14, 2007, the Postal Service discontinued its outbound surface offerings and initiated an effort to re-brand outbound air products such that they would be identified with a similar, better known, domestic product.  As such, after May 14th, the outbound offerings are:

· First-Class Mail International, which includes 1) Letters, Flats, IPPs and Parcels and 2) International Cards,

· International Expedited Services, which includes 1) Global Express Guaranteed (GXG) and Express Mail International, 

· International Packages, which includes 1) Priority Mail International—Flat Rate Envelopes and 2) Priority Mail International—Flat Rate Boxes and Parcels,

· International Priority Airmail, and 

· International Surface Airlift.

The FY07 ICRA reflects these products after May 14th, but prior to that date, the previous mail categories existed.  The previous categories are mapped to the new products as follows:

· Economy Letter Packages, Air Letters & Letter Packages are mapped to First-Class Mail International Letters, Flats, IPPs and Parcels,

· Air Cards/Aerograms are mapped to First-Class Mail International Cards,

· Economy Publishers is mapped to International Surface Airlift,

· Economy CP is mapped to International Packages Priority Mail International—Flat Rate Boxes and Parcels,

· Global Priority Mail is mapped to International Packages Priority Mail International—Flat Rate Envelopes,

· Air CP is mapped to International Packages Priority Mail International—Flat Rate Boxes and Parcels, and 

· International Surface Airlift and International Priority Airmail remain the same categories.
Also note, revenue, piece and weight information by customized agreement grouping has not previously been developed, so there is no methodological baseline to apply.
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