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I.  PREFACE
A.  Purpose and Content
USPS-FY08-33 provides Group Specific Costs for Market Dominant products for FY 2008.   Group Specific Costs for Market Dominant products are non-volume variable costs that cannot be attributed to any single Market Dominant product, but rather can be attributed to two or more Market Dominant products as a whole.  The purpose is to provide information according to Commission Order 115, dated October 10, 2008, Proposal One. 
The Market Dominant Products Group Specific Costs are:

Headquarters Administrative and Program Costs           $17.0 million
B.  Predecessor Document 
There is no predecessor document.   This work is based on PRC Order 115, dated October 10, 2008, Proposal One.  
C.  Corresponding Public Document

USPS-FY08-NP10 Group Specific Costs (NonPublic Portion) contains Competitive Product group specific costs.

D. Methodology    
Headquarters Administrative and Program Costs were developed as per Commission Order 115, dated October 10, 2008, Proposal One, pages 4-19.  In particular, we are guided by Commission statement at page 11:  

“In identifying the group-specific costs that are to be used in estimating incremental costs, the Commission authorizes the Postal Service in advance to categorize an activity as group specific if it unambiguously supports only one product group.”   

We also took guidance from the Commission’s discussion on Proposal Four on collection boxes at page 30 of Order No. 115 which states: 

For this reason, the Commission attributes a non-volume-variable cost to an individual product only when it exclusively supports that product.  If an activity has volume-variable and fixed costs, and the volume-variable portion must be distributed to more than one product using a distribution key, the fixed-cost portion of that activity is not suitable for treatment as product specific. If the presence of products other than First-Class single-piece letters in the blue collection boxes were de minimus and accidental, their presence could be overlooked in attribution analysis. Where, as here, it is the conscious policy of the Postal Service that an activity support more than one product, the cost of that activity may not be treated as an attributable product-specific cost.

In addition, as indicated by the Commission at page 11, the results of this study were confined to Cost Segment 18 costs identified via the survey of the managers of the administrative units and programs and were further reviewed to “confirm that the exclusivity test was validly applied.”
A survey of headquarters managers for each administrative unit and program was conducted in June and July of 2008.  The Postal Service captures costs for administrative activities and programs using a cost center designation of the “Finance Number”.  Administrative organization units and programs are assigned a Finance Number and all expenses are charged to the Finance Number.  The survey gathered information for each of the headquarters Finance Numbers.  

After the survey was conducted, Finance Numbers for which a response was not received were pursued to obtain a survey or determine one was not needed (either because the Finance Number was inactive or, in the case of the OIG, because such work is by its nature not product or group specific).  Over 1100 responses were received.  

As indicated in materials provided at the technical conference, the primary questions of the survey concerned identifying work under a finance number (administrative unit or program) which deals with one or more products or one or more shapes of mail.  If so, the survey asked the respondent to check off from a list of all products and shapes, each product and/or shape that was associated with the work under the finance number.  (See Copies of Materials Distributed At The 8/27/08 Technical Conference, filed on August 29, 2008 in Docket No. RM2008-2, pages 1-2.)  Approximately 300 surveys indicated the work under a Finance Number was related to one or more products or shapes of mail.  These administrative unit and programs were the focus of further investigation.
The survey showed that most Headquarters activities and programs support the entire enterprise, but not products or shapes of mail.  Departments such as General Counsel, Labor Relations, Human Resources, Supply Management and Government Relations provide general support for the entire enterprise.  About 800 surveys that indicated the work did not relate to the products or shape of mail, but they were reviewed and a small number were determined to have work related to products and/or shapes of mail.  Those were grouped with the 300 that had indicated activities relating to products and/or shapes of mail, for further investigation.

Surveys were examined to see which of these were solely for Market Dominant products or alternatively solely for Competitive products.  Those surveys that were identified as solely for either Market Dominant or Competitive products, were further evaluated and additional information on the work done under the administrative unit or program was obtained.  This review isolated those Finance Numbers that were solely related to either Market Dominant or Competitive products.  
Additional information was obtained from operational planning to affirm that Flat Sequencing System (FSS) and letter automation equipment programs and administrative units could be considered solely related to Market Dominant products.  
Forty-six Finance Numbers (administrative units or programs) were identified to only support Market Dominant products.  The cost segment 18 costs for these Finance Numbers were obtained from accounting data.  A piggyback factor (from USPS-FY08-24) was applied to Cost segment 18.1 personnel costs to reflect cost segment 18.3 service wide benefits.  These costs totaled $17.0 million.
E.  Input/Output
Sources for determining the headquarters Finance Number costs that were group specific to Market Dominant products include:  Survey of the managers for each Headquarters Finance Number (or administrative unit and program).  Also used information on program descriptions and additional information gathered as needed from the manager of an administrative unit or program or other managers.  Accounting data was used to obtain the Cost Segment 18 costs for those Finance Numbers that were determined to be Group Specific Costs for Market Dominant Products.  
The Market Dominant Group specific costs are reported in ACR.
II. ORGANIZATION
See the Microsoft Office Excel workbook Market Dominant Group Specific HQ Costs.xls which shows the cost segment 18 costs for the 46 administrative units and programs that are Market Dominant Group Specific.
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