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Cap Compliance Calculations for Package Services

This Library Reference presents the Commission’s calculations to determine compliance of the Postal Service’s planned rates for Package Services.  The calculations, presented in the file “Package Services Cap Compliance 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 and do not show the division of the former Parcel Post subclass
, adjustments are applied to align volumes with current classifications.  There have only been adjustments made to single-piece Parcel Post volume weights
.  

· Inter-BMC and Intra-BMC Parcel Post billing determinants are reduced by the volume of barcoded Intra-BMC and Inter-BMC, BMC-presorted Inter-BMC, and OBMC-presorted Inter-BMC. 
· Pursuant to Docket No. R2006-1, the balloon rate was increased from 15 to 20 pounds. This resulted in the balloon-rate category gaining parcels from the 15 - 19 pound weight increments.
The Commission uses the Postal Service’s estimate that 5.85 percent of 15-19 pound Parcel Post pieces pay the balloon rate.  This estimate is not applied to 33.6 percent of the volumes, which are assumed to be post-reclassification.  The result is a 3.96 percent adjustment of 15-19lb pieces to balloon pieces, with no change in total volume. 
· The current rate weighted index for combination enclosures is pegged at a fixed percentage (0.23%) of other non-Alaska Bypass Single-Piece Parcel Post revenue.


The Library Reference also incorporates one correction to the original spreadsheets filed by the Postal Service.  This correction, which is described in the notice of errata filed by the Postal Service on February 29, 2008, has a total net effect of reducing the percentage increase in rates from 2.876 percent to 2.875 percent.
· The weighted index for planned rates of combination enclosures is increased by the same percentage as the First-Class Mail single-piece first-ounce letter rate (42/41-1= 2.44%), rather than by the average increases for Single-Piece Parcel Post.
� The former Parcel Post subclass has been divided between market dominant and competitive products.


� The volume weights used for Media/Library Mail and Bound Printed Matter are the FY 2007 billing determinants.








