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Package Services Cap Compliance 

A. Overview of the Workpapers 

The Package Services workpapers consist of two Excel workbooks, FY2009SPParcelPost.xls and CAPCALC-PSVC-FY2009.xls. For purposes of calculating the percentage change in prices, the Package Services class includes Single-Piece Parcel Post, Inbound Surface Parcel Post (at UPU rates), Bound Printed Matter Flats, Bound Printed Matter Parcels, and Media/Library Mail. 

Workbook FY2009SPParcelPost.xls contains the FY 2008 Single-Piece Parcel Post billing determinants used to calculate the Single-Piece Parcel Post revenue components for the Package Services price change calculation. FY2009SPParcelPost.xls also contains the current and new prices for Single-Piece Parcel Post and calculates the Single-Piece Parcel Post revenues at current and new prices. 

Workbook CAPCALC-PSVC-FY2009.xls performs all the other revenue calculations required to determine the overall average price increase for Package Services resulting from the prices in this announcement. No adjustments to the billing determinants are required for the other products in Package Services; the FY 2008 billing determinants are used directly. However, an adjustment is made to the BPM Flats revenue calculation based on the billing determinants volumes for Presorted BPM Flats. This adjustment is explained in subsection B, below. 

The calculations in CAPCALC-PSVC-FY2009.xls are arranged by product and are summarized as follows: 
• Inbound Surface Parcel Post (at UPU rates): The revenue calculations are contained in three worksheets. The first worksheet, “Inbound Surface Parcel Post BD,” contains the billing determinants; the second, “Inb. Surface Parcel Post Prices,” has the 2008 and 2009 prices; and the third, “Inb. Sur. PP @Cur&New Prices,” calculates the revenues at both sets of prices. 
• BPM Flats: This section consists of nine worksheets. The first, titled “BPM Flats,” is a description of the content of the other worksheets in the BPM Flats section. The first two worksheets following “BPM Flats” contain the single piece and presorted BPM Flats billing determinants. The BPM presorted flats billing determinants worksheet also calculates a volume adjustment to account for the revenue impacts of the Intelligent Mail Full Service Program incentive. A detailed explanation is given in subsection B. The next four worksheets contain prices: the first two have the current prices for single piece and presorted BPM Flats, followed by two that contain the new prices for single piece and presorted BPM Flats. The final two worksheets contain the calculations of single piece and presorted BPM Flats revenues at current prices and at the new prices. Details of the content and calculations are contained below in section C, and in the CAPCALC-PSVC-FY2009.xls workbook in the “BPM Flats” worksheet, and in the individual worksheets themselves. 

• BPM Parcels: This section consists of nine worksheets. The first, titled “BPM Parcels,” is a description of the content of the other worksheets in the BPM Parcels section. The next two contain the single piece and presorted BPM Parcels billing determinants. The next two contain the current prices for single piece and presorted BPM Parcels followed by two worksheets with the new prices for single piece and presorted BPM Parcels. The final two worksheets contain the calculations of single piece and presorted BPM Parcels revenues at current prices and at the new prices. Details of the content and calculations are contained below in section C, and in the CAPCALC-PSVC-FY2009.xls workbook in the “BPM Parcels” worksheet and in the individual worksheets themselves. 
• Media Mail and Library Mail: This section consists of five worksheets. The first, titled “MM-LM,” is a description of the content of the other worksheets in the section. The second worksheet contains the Media Mail and Library Mail billing determinants, as well as the current prices. The next worksheet has the new prices for Media Mail and Library Mail. The final two worksheets contain the calculations of revenues at current prices and at the new prices. Details of the content and calculations are contained below in section C, and in the CAPCALC-PSVC-FY2009.xls workbook in the “MM-LM” worksheet and in the individual worksheets themselves. 
• The final section of CAPCALC-PSVC-FY2009.xls is the “All Package Services Summary” worksheet. This worksheet contains the price change calculation for all Package Services. It adds up the revenues at current prices from the current prices revenue sheets in the workbook, plus those from FY2009SPParcelPost.xls to obtain total Package Services revenue at current prices. It adds up the revenues at new prices from the new prices revenue sheets in the workbook plus those from FY2009SPParcelPost.xls to obtain total class revenue at the new prices. It then calculates the percent change in the Package Services average price. This worksheet also calculates the new unused price change authority for Package Services. Details are supplied in section C, below, and in the “All Package Services Summary” worksheet. 

B. Adjustments to the Billing Determinants 

The volume weights used to determine the price change calculations for Single Piece Parcel Post, BPM, Media Mail and Library Mail are taken directly from the FY 2008 Single Piece Parcel Post, BPM, Media Mail, and Library Mail billing determinants. No adjustments were made to the basic billing determinants. However one adjustment was made using billing determinants data to reflect the implementation of the Intelligent Mail Full Service Program adoption incentive. It is described here.

The adjustment is contained in the workbook CAPCALC-PSVC-FY09.xls, worksheet “FY2008 BDs BPM Presort Flats” in lines 73-82. The IM 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 fraction of the pricing year that the incentive program will be in effect: 23 weeks out of 52 weeks, or approximately 44.2 percent. 

The Full Service Program Adoption Fraction is the percentage of eligible presorted BPM Flats volume that the Postal Service expects will adopt the Full Service Program. Based on interactions with mailers and other information, the Postal Service management has estimated that approximately 64 percent of eligible presorted BPM Flats will participate in the Intelligent Mail Full Service Program following implementation on November 29, 2009.

Adjusted Volumes

The item labeled “Eligible BPM Flats Volume” on line 79 represents the total billing determinants volume for all BPM pieces eligible to participate in the Full Service Program. The line item below this number labeled “Volume Assumed to Adopt Full Service Program” is calculated by multiplying the Eligible BPM Flats Volume by the IM Full Service Program Implementation Fraction and the BPM Flats Full Service Program Adoption Fraction. This number is the Postal Service’s expectation of the number of BPM mail pieces that will participate in the Full Service Program for purposes of calculating revenues for cap compliance determination.

Revenue Adjustment

The revenue adjustment for the Full Service Program is calculated in the “BPM Flats Revs.@New Prices” worksheet (line 110). The revenue adjustment is the product of the adopting volume from worksheet “FY2008 BDs BPM Presort Flats” and the pricing differential (0.1 cent per piece) from worksheet “New BPM Presort Flats Prices” (line 37). The adjusted revenue for presort flats is shown in worksheet “BPM Flats Revs.@New Prices” on line 112.
The FY 2008 billing determinants for Inbound Surface Parcel Post were included in the FY 2008 International Cost Revenue Analysis (ICRA). No adjustments were made to those billing determinants. 

C. The Revenue Calculations 

1. Single-Piece Parcel Post 

The billing determinants, current and new prices, and revenue calculations for Single-Piece Parcel Post are presented in workbook FY2009SPParcelPost.xls. Revenues for Single-Piece Intra-BMC Parcel Post are calculated in worksheet “New Intra-BMC Prices” and revenues for Single-Piece Inter-BMC Parcel Post are calculated in “New Inter-BMC Prices.” Details are presented in the worksheets themselves. 
2. Inbound Surface Parcel Post (at UPU rates) 

The billing determinants and prices for Inbound SPP are contained in workbook CAPCALC-PSVC-FY2009.xls. Billing determinants are in worksheet “Inbound Surface Parcel Post BD” with references to where the data are found in the ICRA. Worksheet “Inb. Surface Parcel Post Prices” contains the prices we charge for delivery of Inbound SPP. For all countries except Canada, which has a negotiated agreement for provision of Inbound Surface Parcel Post, there is one per-item and one per-kilogram charge. The prices are denominated in Special Drawing Rights (SDRs). Price changes take place on a calendar year basis so the price change is the difference in the rates from December 31, 2008 to January 1, 2009. 

Worksheet “Inb. Surface Parcel Post Prices” also contains data on the conversion of the item charge from SDRs to US$. The conversion factor used was the January 5, 2009 exchange rate of 1 SDR equals $$1.519413. Worksheet “Inb. Surface Parcel Post Prices” also contains data on the conversion of the kilogram charge to pounds. As with the item charge, the January 5, 2009 exchange rate was used to convert SDRs to US$. In addition, kilograms were converted to pounds by using the conversion factor of 1 kilogram equals 2.2046 pounds. 

Worksheet “Inb. Sur. PP @Cur&New Prices” contains the volume and weight data contained in “Inbound Surface Parcel Post BD” and the 2008 rates for Inbound SPP in “Inb. Surface Parcel Post Prices.” Multiplying the volume and weight by the CY 2008 rate equals the revenue at “current” prices. Using the same volume and weight as in the above calculation and multiplying these by the new rates that went into effect on January 1, 2009, equals the revenue at new prices. “Inb. Sur. PP @Cur&New Prices” then shows the percent change by dividing the revenue at new prices by the revenue at “current” prices. The total percent change of Inbound SPP is 5.03 percent. 
3. BPM Flats 

The billing determinants, current and new prices and revenue calculations for Bound Printed Matter Flats are all contained in workbook CAPCALC-PSVC-FY2009.xls in nine worksheets. The worksheet “BPM Flats” with the red tab contains a description of the BPM Flats section of the workbook. 

The billing determinants for BPM Flats are in the two worksheets “FY2008 BDs BPM SP Flats” and “FY2008 BDs BPM Presort Flats.” The current prices are in the worksheets “Current BPM SP Flats Prices” and “Curr. BPM Prsrt. Flats Prices” and the new prices are in worksheets “New BPM SP Flats Prices” and “New BPM Presort Flats Prices.” Sources for these data are given in the individual worksheets. Revenues are calculated using current and new prices by multiplying the volumes from the billing determinants by the current and new prices. Details are presented in worksheets “BPM Flats Revs.@Curr. Prices” and “BPM Flats Revs.@New Prices.” 
4. BPM Parcels 

The billing determinants, current and new prices and revenue calculations for Bound Printed Matter Parcels are contained in workbook CAPCALC-PSVC-FY2009.xls in nine worksheets. The worksheet “BPM Parcels” with the red tab contains a description of the BPM Parcels section of the workbook. 

BPM Parcels billing determinants are in the next two worksheets “FY2008 BDs BPM SP Parcels” and “FY2008 BDs BPM Presort Parcels.” Current BPM Parcels prices are in the worksheets “Current BPM SP Parcels Prices” and “Curr. BPM Prsrt. Parcels Prices” and the new prices are in worksheets “New BPM SP Parcels Prices” and “New BPM Presort Parcels Prices.” Sources for data are given in the individual worksheets. Revenues are calculated using current and new prices by multiplying the volumes from the billing determinants by the current and new prices. Details are presented in worksheets “BPM Parcels Revs.@Curr. Prices” and “BPM Parcels Revs.@New Prices.” 
5. Media Mail and Library Mail 

The billing determinants, current and new prices and revenue calculations for Media Mail and Library Mail are contained in workbook CAPCALC-PSVC-FY2009.xls in four worksheets. The worksheet “MM-LM” with the red tab contains a description of the Media Mail and Library Mail section of the workbook. 

The billing determinants and current prices for both Media Mail and Library Mail are in the worksheet “FY 2008 MM & LM BDs.” The new prices are in the worksheet “MM & LM New Prices.” Sources for data are given in the individual worksheets. Revenues are calculated using current and new prices by multiplying the volumes from the billing determinants by the current and new prices; details are presented in worksheets “MM & LM Revs. @ Current Prices” and “MM & LM Revs. @ New Prices.” 
6. All Package Services 

Worksheet “All Package Services Summary” in CAPCALC-PSVC-FY2009.xls contains the percent change calculation for the Package Services class. Single-Piece Parcel Post revenues (at current and new prices) are input from workbook FY2009SPParcelPost.xls and revenues at current and new prices for the other products in Package Services are read directly from their respective worksheets in CAPCALC-PSVC-FY2009.xls. Specific sources and details are contained in worksheet “All Package Services Summary.” The new prices in this announcement increase the average Package Services class price by 3.800 percent. This is below the Package Services 3.825 percent overall price adjustment authority (including unused price change authority from 2008). This worksheet also calculates the new unused price change authority from the cap and the class percentage increase at 0.000 percent. 
� The incentive is planned to be implemented November 29, 2009.
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