USPS-FY08-19 

FY 2008 DELIVERY COSTS BY SHAPE
I.  PREFACE
A.  Purpose and Content
USPS-FY08-19 documents the development of FY 2008 attributable delivery costs by rate category for First-Class, Periodicals, Standard, Bound Printed Matter, and Media Mail.  
B.  Predecessor Documents
In Docket No. ACR2007, PRC-ACR2007-LR7 and USPS-FY07-19.
C.  Methodology
The unit delivery costs in Table 1 are a ratio of attributable FY08 delivery costs to FY08 originating volume.  Delivery costs are defined as all attributable costs (including collection costs) from cost segments 6 (city in-office), 7 (city-street), and 10 (rural), including city and rural delivery’s share of ‘final adjustment costs’.  
An important principle in the derivation of unit delivery costs by rate category is that the sum of attributable costs for all rate categories within a specific product must equal the attributable delivery (cost segments 6, 7, and 10) costs at the product level from the Cost Segments and Components Report (USPS-FY08-NP12).  Note, however, that because of the CRA Final Adjustment for the ECR High Density and Saturation products, one needs to incorporate delivery’s share of the D Report Adjustment (approximately $21 million) for the sum of disaggregated delivery costs to equal their corresponding delivery costs at the product level (PCRA row).
Final Adjustment costs are included in USPS-FY08-NP13 in the ‘D Report’ (Excel workbook named FY08.DRpt.xls).  For the products included in USPS-FY08-19, a final adjustment transferred $30.7 million in attributable costs from ECR High Density and Saturation Letters to ECR High Density and Saturation Flats and Parcels.  This final adjustment is explained in the Preface to the CRA, USPS-FY08-1.   Delivery’s share of the adjustment was approximately $21 million.  Therefore USPS-FY08-19 shifts $21 million in delivery costs from ECR High Density and Saturation Letters to ECR High Density and Saturation Flats and Parcels.  Therefore the unit delivery costs displayed in Table 1 are derived in the following manner for rate categoryi :
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This attachment utilizes the PRC methodology from PRC-ACR2007-LR7 from the FY2007 Annual Compliance Determination (ACD). 
In order to maintain the underlying principle that disaggregated costs should sum to product costs (applicable rows in the Cost Segments 6, 7 & 10 of the B-Workpapers-USPS-FY08-NP14), three costing adjustments that were previously done in the delivery cost model (USPS-FY07-19) are now incorporated in USPS-FY08-NP14 (“B Workpapers”).  The methods for these adjustments are the same, but because of the different breakout of products in the FY08 PCRA (USPS-FY08-1) as compared with FY07, they needed to be moved “forward” into USPS-FY08-NP14 (“B Workpapers”)
Specifically, one method that was moved “forward” from the delivery model into USPS-FY08-NP14 (“B-Workpapers – CS06&7, CS10) was the Detached Address Label (DAL) adjustment.  The DAL adjustment, which was incorporated in Docket No. R2005-1 as part of library reference USPS-LR-K-67 and accepted as part of PRC-LR-7, shifts the ECR Saturation city street and all rural DAL costs from ECR Saturation Letters to ECR Saturation Flats. 
Second, another method that was moved “forward” from the delivery model into USPS-FY08-NP14 (“B” –Workpapers – CS06&7) was the method used to distribute the ‘Sequenced’ cost pool attributable costs to letters, flats, and parcels within ECR Saturation.

Third, the “parcel” adjustment for First Class Presort parcels was moved “forward” from the delivery model into USPS-FY08-NP14 (“B”-Workpapers – CS06&7, CS10).  The parcel adjustment for First Class Presort parcels, which was incorporated in Docket No. R2005-1 as part of library reference USPS-LR-K-67 and accepted as part of PRC-LR-7, shifts First Class Presort parcel costs to flats using the CCCS and RCCS to RPW ratios.  
One method that transferred Standard Parcel delivery costs to Standard Regular Flats within USPS-FY07-19 has not been done in FY08, either in the delivery model or in the “B” Workpapers.  The earlier justification for the shifting of parcel costs to flats was that previously some parcel shaped pieces were paying flats rates, but the implementation during FY07 of “shape” based rates eliminated this cost/rate inconsistency and, as a result, the shifting of Standard Regular Parcel costs to flats via the “parcel crosswalk” is no longer necessary and has been omitted from the FY08 unit delivery cost model.  The “parcel crosswalk” for ECR, however, is being done in USPS-FY08-19, utilizing the established methodology from PRC-ACR2007-LR7.
D.  Inputs/Outputs

Inputs:
USPS-FY08-NP13-FY2008 CRA Model

USPS-FY08-NP14-“B” Workpapers
USPS-FY08-14 -Mail Characteristics Study

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

USPS-FY08-NP21 -In-Office Cost System (IOCS) Statistical and Computer

Documentation 

USPS-FY08-NP22 -City Carrier Cost System (CCCS) Statistical and Computer Documentation 
USPS-FY08-NP23 -Rural Carrier Cost System (RCCS) Statistical and Computer Documentation 

Outputs
USPS-FY08-3  Discounts and Passthroughs of Workshare Items

USPS-FY08-10 -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 UDCInputs08.xls consists of the necessary cost and volume inputs required to derive the unit delivery costs.  The workbook VolAdj08.xls contains all of the volume adjustments needed to calculate the unit delivery costs.  Lastly, the workbook UDCModel08.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), including the calculations needed because of the ‘D Report Adjustment’ for rate categories within the product ECR High Density and Saturation.  These calculations are included in worksheet ‘1a.DAdjustment.’ 
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 – FY08 Unit Delivery Costs
	

	Rate Category
	Unit Delivery Cost (Cents)

	First Class Single Piece
	

	Letters
	8.396

	Flats
	15.623

	Parcels
	33.788

	First Class Presort
	

	Non-automation Nonmach Mixed AADC
	17.843

	Non-automation Nonmach AADC
	17.843

	Non-automation Mach Mixed AADC
	4.235

	Nonautomation -- Mach AADC
	4.235

	Nonautomation -- Nonmach 3-Digit
	17.843

	Nonautomation -- Nonmach 5-Digit
	17.843

	Nonautomation -- Mach 3-Digit
	4.117

	Nonautomation -- Mach 5-Digit
	4.117

	Automation Mixed AADC
	4.502

	Automation AADC
	4.245

	Auto 3-Digit Letters
	4.225

	Auto 5-Digit Letters CSBCS/Manual Sites
	9.588

	Auto 5-Digit Letters Other Sites
	2.952

	Auto 5-Digit Letters
	4.020

	Auto CR Letters
	9.412

	Presort Letters (Avg)
	4.159

	Presort Flats
	14.221

	Presort Parcels
	26.651

	First Class Cards
	

	Single Piece
	10.688

	FC Nonautomation Cards
	3.610

	Auto Mixed AADC Cards
	3.839

	Auto AADC Cards
	3.619

	Auto 3-Digit Cards
	3.603

	Auto 5-Digit Cards
	3.428

	Auto CR Cards
	-

	Auto 5-Digit Cards CSBCS/Manual Sites
	8.180

	Auto 5-Digit Cards Other Sites
	2.516

	Presort Cards (Avg)
	3.553

	Periodicals
	

	Letters
	5.752

	Flats
	10.288

	Parcels
	33.036

	Package Services – Bound Printed Matter
	

	Flats
	17.699

	Parcels
	38.105

	
	

	Table 1 – FY08 Unit Delivery Costs
	

	Package Services – Media Mail
	

	Flats
	25.316

	Parcels
	43.347

	Standard Regular
	

	Nonautomation -- Nonmach Mixed ADC
	17.040

	Nonautomation -- Nonmach ADC
	17.040

	Nonautomation -- Mach Mixed AADC
	4.068

	Nonautomation -- Mach AADC
	4.068

	Nonautomation -- Nonmach 3-Digit
	17.040

	Nonautomation -- Nonmach 5-Digit
	17.040

	Nonautomation -- Mach 3-Digit
	-

	Nonautomation -- Mach 5-Digit
	-

	Automation Mixed AADC
	4.339

	Automation AADC
	4.077

	Automation 3-Digit Letters
	4.058

	Automation 5-Digit Letters
	3.862

	Std. Reg. Ltrs. (Avg)
	4.009

	Regular Flat Subtotal
	12.796

	Not Flat-Machinable*
	17.326

	Regular Parcel Subtotal
	35.473

	Enhanced Carrier Route
	

	ECR Carrier Route Letters
	9.525

	ECR High Density Letters
	3.620

	ECR Saturation Letters
	3.943

	ECR Carrier Route Flats
	9.058

	ECR High Density Flats
	6.347

	ECR Saturation Flats WITH DAL
	4.623

	ECR Saturation Flats WITHOUT DAL
	4.481


*New for FY08
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