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PREFACE 

A. Overview of the Workpapers

USPS-R2009-2/3 contains the workpapers necessary to demonstrate

that the percentage change in Periodicals prices complies with the annual Available Price Change Authority. It contains this preface and an Excel file: CAPCALC-PER-FY2009.xls.

After the cover page and index, the next three tabs in this file are, Regular Rate BD08, Nonprofit BD08, and Classroom BD08 Pieces. These three sheets provide the FY08 billing determinants for all of Outside County Periodicals including Science of Agriculture (SOA). SOA volume is combined with Regular Rate volume except for the advertising pound volume rate cells in the Delivery Unit, SCF, ADC, and Zones 1 &2 entries. These rate cells receive preferential treatment under the statute. These sheets provide the volume data and also calculate the postage based on current and adjusted prices. The three adjustments that are made to the billing determinants data are discussed in section B. These adjustments relate to annualizing the Limited Circulation discount affecting the Regular Rate billing determinants, and recalculation of preferred rate discounts affecting both the Nonprofit and Classroom billing determinants. 
The next sheet IM FS Incentive calculates the dollar amount for the Full Service IMb incentive for qualifying pieces.  
The Outside County sheet calculates the postage using the current prices as well as the adjusted prices. The Limited Circulation discount dollar amount cannot be calculated for the adjusted prices because the billing determinants for these pieces are not available. Since this discount applies to the same rate cells as the preferred rate discount, the percent change in the calculated ‘preferred rate discount’ dollar amount is used to calculate the Limited Circulation discount dollar amount for the adjusted prices. 
Determining Within County revenue is relatively simple. The FY2008 billing determinants are used to calculate the postage revenue for cap compliance, as provided in the tab labeled WithinCounty.

Passthroughs - OC Pcs provides in a summary form the presort and automation passthroughs (discounts divided by avoided costs) for Outside County piece rates. 
Price % of Cst-Bundle- Contnr provides in tabular form the percent of costs that are recognized in the various bundle, sack, and pallet prices. 

Tab Passthroughs Within County provides the presort, automation and dropship passthroughs for Within County pieces.

B. Adjustments to the Billing Determinants

Minor adjustments were needed to make the billing determinants useful for calculating Periodicals revenue and complying with the Available Rate Change Authority rules. 

Preferred Revenue Discount

The dollar amount for the preferred revenue discount was recalculated for both the Nonprofit and Classroom portions of Outside County Periodicals mail. The dollar amount calculated as a part of the billing determinants is partially based on Docket No. R2006-1 rates. Since the base revenue calculation applies the current rates to the annual volume, it makes sense to re-estimate this dollar amount using the current rates and the annual volume provided in the billing determinants. 

Limited Circulation Discount

The Limited Circulation Discount went into effect on May 12, 2008, so the dollar amount in the billing determinants reflects only a partial year. This number was annualized using the ratio of the number of days this discount was in effect to the number of days in the fiscal year.
Implementation of Intelligent Mail Full Service Program Incentive
Certain categories of letter- and flat-shaped mail will become eligible for an Intelligent Mail® Full Service option incentive, planned to begin on November 29, 2009. The revenues calculated using the new prices have been adjusted to account for a reasonable estimate of the number of mail pieces that are expected to participate in the program and receive the planned 0.1 cent per piece incentive.
Worksheet IM FS Incentive. provides the details of this calculation. Full Service Adoption Fractions are provided in row 3 for automation letter-shaped pieces, automation flat-shaped pieces, and Carrier Route Basic as well as High Density and Saturation for Outside County eligible pieces. Within County eligible pieces are assumed to have the same Full Service Adoption Fraction that is provided in row 29.
The Full Service Adoption Fraction is the percentage of eligible volume by major pricing category that the Postal Service expects will adopt the Full Service Program. Only automation Letters and Flats, Carrier Route Basic, High Density, and Saturation pieces will be eligible to participate in the program. Based on interactions with mailers and other information, the Postal Service has estimated the percentages of eligible mail that it reasonably expects will participate in the Intelligent Mail Full Service Program following implementation on November 29, 2009. 

The Full Service Program Implementation Fraction is the fraction of annual volume that is expected to be eligible for the program incentive. It is calculated as the percentage of the year that the incentive program will be in effect: 23 weeks out of 52 weeks, or approximately 44.2 percent. 

The Full Service Implementation Fraction is used to estimate the volume that is eligible for this discount. This volume is multiplied by $0.001 to estimate the revenue included in the revenue calculation for cap compliance purposes.  

C. The Revenue Calculations

The last tab, Summary, shows the revenue under current and new rates, along

with the overall percent change and the percent that is labeled ‘Unused Pricing Authority Available Following this Price Change’ for Periodicals.
