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Cap Compliance Calculations for First-Class Mail

This Library Reference presents the Commission’s calculations to determine compliance of the Postal Service’s planned rates for First-Class Mail.  The calculations, presented in the file “FCM cap calculations.xls,” use a consistent set of billing determinants to create a weighted index of the current and planned rates, and then calculate the percentage change in the index that results form the implementation of the planned rates.  


Because the most recently available billing determinants (FY 2007) include volumes that predate classification changes, adjustments are applied to align the pre-R2006-1 volumes with post-R2006-1 classifications.  
· The volumes of automation carrier route presort letters and cards are included with the volumes of automation 5-digit presort letters and cards, respectively.  

· The percentage of eligible letters that paid the redefined nonmachinable surcharge from the post-R2006-1 implementation period is applied to the eligible letter volumes from the pre-R2006-1 implementation period to estimate the volume of nonmachinable letters for the pre-R2006-1 implementation period.  (Separate percentages are developed and applied for single-piece letters and nonautomation presort letters.)
· The pre-R2006-1 implementation volumes of parcels (single-piece and nonautomation presort) and parcel additional ounces are redistributed to the post-R2006-1 implementation parcel categories (single-piece, ADC, 3-digit and 5-digit) on the basis of the post-R2006-1 implementation volume distribution.
· The nonmachinable parcel surcharge volume for the pre-R2006-1 implementation period is estimated by applying the percentage of post-R2006-1 implementation business parcels that paid the surcharge to the estimated volume of pre-R2006-1 business parcels.
· The heavy-piece discount volumes (pre-R2006-1 implementation) are not used.

The Library Reference also incorporates three corrections to the original spreadsheets filed by the Postal Service.  These corrections, which are described in the notice of errata filed by the Postal Service on February 29, 2008, have a total net effect of reducing the percentage increase in rates from 2.889 percent to 2.886 percent.
· A cell in the ‘adjustments’ tab was corrected to link to the volume of additional ounces for parcels for the 3rd quarter after-rates period, instead of the erroneous link to the volume of pieces.

· A cell in the ‘adjustments’ tab was corrected to link to the appropriate cells to calculate additional ounces for single-piece flats for the 3rd quarter after-rates period.
· Cells in the ‘adjustments’ tab that contained hard-coded figures for single-piece nonmachinable pieces for the after-rates 3rd quarter and 4th quarter (one of which contained an incorrect value) were revised to link to the mail characteristics study input data sheet.
