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 PREFACE
A.  Purpose and Content
USPS-FY07-32 presents materials relating to revisions that need to be made to FY 2007 costs regarding Cost Segment 14, Purchased Transportation.
B.  Predecessor Document 
While there is no predecessor document, these materials relate closely to USPS-FY07-1, USPS-FY07-2, and USPS-FY07-6, as well as USPS-FY07-NP2.
C.  Methodology    
There is no application of any methodology, per se, involved in these materials.  Rather, based on revised inputs from the general ledger, they simply present revisions of previously presented materials, using the same methodologies applied originally.
D.  Input/Output
These materials present a revised version of the Transportation Cost model, the outputs of which (in the original filing) constitute a portion of  the B workpapers of USPS-FY07-6, and which from there would logically flow into the Cost Segments and Components (USPS-FY07-2) and the CRA (USPS-FY07-1).
For international mail, the revised inputs flow into the ICRA, USPS-FY07-NP2.  The consequences of the changes on international material are reflected in the revised versions of USPS-FY07-NP2 and USPS-FY07-NP14, filed on March 17, 2008.
ORGANIZATION
In addition to this Word preface, USPS-FY07-32 includes one Zip file, FY07.32.3.17.08.CS.14.zip.  This Zip file contains two Excel files.  The first is a replacement Excel workbook for CS14.xls, which was part of USPS-FY07-06 (“B Workpapers”).  The new workbook is still called CS14.xls, because changing the name would cause problems when the new file is plugged into the broader model.  The new workbook reflects the general ledger account changes described below, and those changes flow through the transportation model.  The resulting new Cost Segment 14 attributable product costs are located in worksheet ‘Outputs to CRA’ column K.

The second Excel file in FY07.32.3.17.08.CS.14.zip is intended to provide some context as to the significance of the changes in Cost Segment 14 costs on the broader CRA.  To that effect, fy07revisionsc.d.reports.3.17.08.xls presents revised versions of the C Report and D Report, which normally appear in USPS-FY07-5.  These were generated (after adjustment for Alaska Air Costs) using revised column K of the “Outputs to CRA” worksheet in CS14.xls, in place of the unrevised column K from the same spreadsheet in the original USPS-FY07-6.  Within the revised D report Tab in fy07revisionsc.d.reports.3.17.08.xls, the costs in Column 3 (labeled as “Adjusted Attributable Costs”) are most comparable to the costs appearing in the original CRA (USPS-FY07-1).  A third tab in fy07revisionsc.d.reports.3.17.08.xls therefore compares the Adjusted Attributable Costs in the revised D report resulting from these revisions to the Attributable Cost column of the CRA, and shows the differences.  Among domestic categories, the closest thing to a change likely to be considered material appears with respect to Express Mail.  The change in total International Mail attributable costs reflected in the CRA is not as material as, for example, the changes within the International Mail categories shown in the ICRA, USPS-FY07-NP2, as revised on March 17, 2008.     

EXPLAINATION
In the Quarterly Trial Balances in the “B Workpapers” (USPS-FY07-6) in the original ACR filing, several general ledger accounts in cost segment 14 were either: 1) improperly assigned to the FedEx Night Turn, when in fact they should have been assigned to the FedEx Day Turn, or 2) considered attributable when they should have been institutional.  The general ledger account numbers, names (original and new), accrued, and attributable costs are shown in Table 1 below.
Table 1

	Account Number
	Original Name
	New Name
	Accrued Costs (000)
	Attributable Costs (000)

	53719
	FEDEX Night Transport Bypass Linehaul
	FEDEX Day System Line Haul Charter
	15,025
	15,025

	53721
	FEDEX Night Transport

Bypass Non-Linehaul
	FEDEX Day System Non-Fuel Charter
	 1,834
	 1,834

	53722
	FEDEX Night Fuel Transport Bypass
	FEDEX Day System Fuel Charter
	 8,098
	 8,098

	53736
	FEDEX Night CTV Shuttle
	FEDEX Day System Non-Fuel Volume Below Minimum
	  401
	01

	53733
	FEDEX Standard Failures
	FEDEX Day System Service Standard Failures
	(109)
	0

	53734
	FEDEX Night Read Rate Discrepancies
	FEDEX Night System Service Standard Failures
	 (141)
	 0


1Payments made to FEDEX for failure to provide to contract minimums for both the Day Turn 

and Night Turn are treated as institutional.

The changes to these accounts also had an impact on the portion of excise taxes (general ledger account 53599) that were allocated to FedEx Day Turn and FedEx Night Turn.  The changes resulted in $71.8 M and $9.2 M in excise taxes being allocated to FedEx Day Turn and FedEx Night Turn respectively (constituting a net increase of $1.3 M for Day Turn, and a consequent $1.3 M decrease for Night Turn).
In summary, the impact of these changes on the FedEx Day Turn and FedEx Night Turn accrued and attributable costs is summarized in Table 2.

Table 2
	FedEx Mode
	Original Accrued (000)
	Revised Accrued (000)
	Original Attributable (000)
	Revised Attributable (000)

	Day Turn
	1,614,043
	1,640,702
	1,610,090
	1,636,457

	Night Turn
	   214,459
	   187,800
	   214,459
	   187,941

	Total
	1,828,502
	1,828,502
	1,824,549
	1,824,398


In addition to the changes to the attributable costs by product as a result of these adjustments, highway and rail costs by product will also change slightly due to the method used to distribute empty equipment to products.

The attributable cost impact for all purchased transportation (cost segment 14) by product is shown in the table below, in which non-unit dollar figures are ($000) and volume figures are (000) pieces.
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C/S 14 TRANSPORTATION

REVISED 3/17/2008

 CLASS, SUBCLASS, OR SPECIAL SERVICE 

 ORIGINAL 

TOTAL 

 REVISED 

TOTAL 

 VOLUME 

 (REVISED-

ORIGINAL) 

 ORIGINAL 

$/PC 

 REVISED 

$/PC 

 (REVISED-ORIG 

UNIT $ 

FIRST-CLASS MAIL:

   SINGLE-PIECE LETTERS

723,295

      

 

726,796

          

 

40,121,742

    

 

3,501

             

 

0.02

$         

 

0.02

$         

 

0.00

$                   

 

   PRESORT LETTERS

689,850

      

 

695,169

          

 

48,989,441

    

 

5,319

             

 

0.01

$         

 

0.01

$         

 

0.00

$                   

 

   SINGLE-PIECE CARDS

8,810

         

 

8,828

              

 

2,141,669

      

 

18

                  

 

0.00

$         

 

0.00

$         

 

0.00

$                   

 

   PRESORT CARDS

20,913

        

 

21,031

            

 

3,656,291

      

 

118

                

 

0.01

$         

 

0.01

$         

 

0.00

$                   

 

TOTAL FIRST-CLASS 

1,442,868

   

 

1,451,824

       

 

95,898,143

    

 

8,956

             

 

0.02

$         

 

0.02

$         

 

0.00

$                   

 

PRIORITY MAIL

1,702,372

   

 

1,718,363

       

 

896,865

         

 

15,991

           

 

1.90

$         

 

1.92

$         

 

0.02

$                   

 

EXPRESS MAIL

140,962

      

 

127,570

          

 

54,764

           

 

(13,392)

          

 

2.57

$         

 

2.33

$         

 

(0.24)

$                  

 

PERIODICALS:

-

                 

 

   IN-COUNTY

116

            

 

116

                 

 

736,458

         

 

-

                 

 

0.00

$         

 

0.00

$         

 

-

$                     

 

   OUTSIDE COUNTY

258,726

      

 

258,904

          

 

8,059,373

      

 

178

                

 

0.03

$         

 

0.03

$         

 

0.00

$                   

 

TOTAL PERIODICALS

258,842

      

 

259,020

          

 

8,795,831

      

 

178

                

 

0.03

$         

 

0.03

$         

 

0.00

$                   

 

STANDARD MAIL:

-

                 

 

    ENHANCED CARRIER ROUTE

97,892

        

 

97,897

            

 

34,847,195

    

 

5

                    

 

0.00

$         

 

0.00

$         

 

0.00

$                   

 

    REGULAR

469,865

      

 

470,028

          

 

68,668,916

    

 

163

                

 

0.01

$         

 

0.01

$         

 

0.00

$                   

 

TOTAL STANDARD MAIL

567,757

      

 

567,925

          

 

103,516,111

   

 

168

                

 

0.01

$         

 

0.01

$         

 

0.00

$                   

 

PACKAGE SERVICES:

-

                 

 

   PARCEL POST

473,435

      

 

473,516

          

 

348,628

         

 

81

                  

 

1.36

$         

 

1.36

$         

 

0.00

$                   

 

   BOUND PRINTED MATTER

85,261

        

 

85,302

            

 

637,595

         

 

41

                  

 

0.13

$         

 

0.13

$         

 

0.00

$                   

 

   MEDIA MAIL

121,159

      

 

121,223

          

 

164,088

         

 

64

                  

 

0.74

$         

 

0.74

$         

 

0.00

$                   

 

TOTAL PACKAGE SERVICES

679,855

      

 

680,041

          

 

1,150,311

      

 

186

                

 

0.59

$         

 

0.59

$         

 

0.00

$                   

 

US POSTAL SERVICE

42,115

        

 

40,600

            

 

1,008,380

      

 

(1,515)

            

 

0.04

$         

 

0.04

$         

 

(0.00)

$                  

 

FREE MAIL

5,544

         

 

5,565

              

 

68,501

           

 

21

                  

 

0.08

$         

 

0.08

$         

 

0.00

$                   

 

INTERNATIONAL MAIL

1,031,452

   

 

1,020,706

       

 

833,036

         

 

(10,746)

          

 

1.24

$         

 

1.23

$         

 

(0.01)

$                  

 

TOTAL DISTRIBUTION KEY

5,871,767

   

 

5,871,616

       

 

212,234,469

   

 

(151)

               

 

0.03

$         

 

0.03

$         

 

(0.00)

$                  

 

OTHER

630,261

      

 

630,413

          

 

152

                

 

GRAND TOTAL

6,502,028

   

 

6,502,028

       

 

-

                 

 


