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On December 18, 2008, in Docket No. RM2008-5, the Commission issued Order 

No. 151, establishing final rules to govern accounting practices and tax rules for 

competitive products.  73 Fed.Reg. 79256-65 (Dec. 24, 2008).  One aspect of the new 

rules relates to a Statement of Allocated Assets and Liabilities for Competitive Products.  

Pursuant to section 3060.31, the due date for the initial filing of the Statement of 

Allocated Assets and Liabilities for Competitive Products is 90 days after the close of FY 

2010.  The new rules, however, also require the Postal Service to submit to the 

Commission for approval a proposed methodology for the allocation of assets and 

liabilities to the theoretical competitive enterprise.  That submission is due today, six 

months after the effective date of the new rules.  Sections 3060.12(d), 3060.13(d).   

The methodology proposed by the Postal Service in response to these sections 

of the rules is reflected in the Excel file provided as USPS-RM2009-9/NP1.  For 

purposes of illustration, the proposed methodology is applied in that worksheet to 

competitive products data from FY07 and FY08.  With a few exceptions, the 

methodology tracks the methodology proffered by the Commission in PRC-LR-1 in 
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Docket  No. RM2008-5 on September 24, 2008.  (The Commission’s spreadsheet 

reflected data from FY07 which had been treated as public data in the FY07 ACR and 

FY07ACD.  The current spreadsheet being filed by the Postal Service includes 

competitive product data from FY08, which was treated as nonpublic data in the FY08 

ACR and FY08 ACD.  Therefore, the full spreadsheet is also treated as nonpublic, and 

filed under seal as USPS-RM2009-9/NP1.  Because PRC-LR-1 already presented the 

FY07 information, however, it is possible in this instance to also provide a version of the 

Postal Service’s new spreadsheet showing the FY07 data, while redacting the FY08 

data.  A hardcopy of the redacted version is attached to this pleading, and hopefully 

should provide sufficient context for any interested party to understand the Postal 

Service’s proposed allocation methodology, and, with the textual explanation below, 

how it differs from the PRC-LR-1 approach.) 

The five rows in which the Postal Service’s proposed methodology differs from 

that included in the Commission’s PRC-LR-1 approach are highlighted in the Excel files.  

In two of the five rows, Supplies, Advanced, and Prepayments in the Assets section, 

and Payables and Accrued Expenses in the Liabilities section, the Commission made 

no allocation to Competitive Products, but the Postal Service is proposing an allocation 

based on Revenue share.   In another Liability row, Outstanding Postal Money Orders, 

the Commission likewise made no allocation, but in this instance, the Postal Service is 

proposing that the distribution be based on Actual International Money Orders 

Outstanding.   For each of these three rows, the Postal Service believes that the 

available information can be used to make an appropriate allocation to Competitive 

Products. 
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In one Liability row, Customer Deposit Accounts, the Commission’s distribution 

was limited to the Expedited Mail Advance Deposit account.  The Postal Service 

believes that a broader distribution is possible for this item, based on Revenue.  This 

proposed change increases the share of the total accrued amount of this item allocated 

to Competitive Products. 

In only one Liability row is the Postal Service proposing to reduce the allocation 

to Competitive Products.  The row in question is Deferred Gains on Sales of Property.  

PRC-LR-1 used Building Depreciation as the distribution key for this item.  The Postal 

Service submits, however, that there is no basis to allocate any of this item to 

Competitive Products.  This view is supported, for example, by the fact that no 

undeferred gains from the sale of property are allocated to Competitive Products as 

revenue.  Of course, if the Postal Service had any property which was devoted 

exclusively to Competitive Products, it would be appropriate to treat any deferred gains 

on that sale of that property to a liability for Competitive Products.  In the absence of 

any such property, however, the proposed treatment of this row is to leave the entire 

amount unallocated. 

In other respects, the methodology proposed by the Postal Service matches that 

set forth by the Commission in PRC-LR-1.1   As the Commission noted in PRC-LR-1, 

much of the allocation methodology is based on Treasury’s assumption that the 

“separation of assets could be achieved with the same cost drivers currently used for 

                                            
1 One other unavoidable difference between the Postal Service’s current proposal and 
PRC-LR-1 is that certain adjustments had to be made when using FY07 data because 
data for that year were reported using PRA subclasses (e.g., one row for all of Parcel 
Post), not the new Market Dominant and Competitive products.  Since FY08 data use 
the new format, those adjustments are neither possible nor necessary.   
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depreciation and other expenses in the USPS postal classes and subclasses costing 

system”.  Treasury Report, at 26.  Using costs from the FY 2008 Cost Segments and 

Components Report (PRC Lib. Ref. 2, Docket No. ACR2008), the ICRA (Docket No. 

ACR 2008, USPS-FY08-NP3, FY08IPRC CRpt.xls), and the Commission’s Annual 

Compliance Determination Report, allocation keys, consisting of the following, were 

developed for FY08: 

Total Revenues 
Equipment Depreciation 
Vehicle Depreciation 
Building Depreciation 
Leasehold Depreciation 
Repriced Annual Leave 
Workers Compensation 
Volume Variable Interest Expense 
Total Labor Costs 

 
Within USPS-RM2009-9/NP1, allocation factors for these keys are located in the 

spreadsheet tab “FY08 Distribution Keys.”  The allocation factors are the FY08 

competitive products’ share for the above revenues and costs.  

Overall, the methodology reflected in the associated Excel file is the methodology 

which the Postal Service proposes to use to prepare the Statement of Allocated Assets 

and Liabilities for Competitive Products for FY 2010 at the time the filing of that 

statement is required.  Pursuant to sections 3060.12(d) and 3060.13(d), the Postal  



 - 5 -

Service at this time requests the Commission’s approval of the proposed methodology. 

 

                Respectfully submitted, 

   UNITED STATES POSTAL SERVICE 
 
   By its attorneys: 
 
   R. Andrew German 

Managing Counsel, Pricing & Product 
Development 

   
   Daniel J. Foucheaux, Jr. 
   Chief Counsel, Pricing and Product Support 
 
   ______________________________ 
   Eric P. Koetting  
 
475 L'Enfant Plaza West, S.W. 
Washington, D.C. 20260-1137 
(202) 268-2992, FAX: -5402 
July 23, 2009 



                                                                                              USPS Proposed Methodology                                                                  PRC Form CP-04       
 FY 2008 FY 2007

Total Net Assets

USPS 
Annual 
Report Competitive Products

USPS 
Annual 
Report Competitive Products Distributed on Basis of:

Competitive 
Products

Competitive 
Products Distributed on Basis of:

Cash and Cash Equivalents 1,432,000 899,000 94,836 Revenue 94,836 Revenue
Net Accounts Receivable 729,000 759,000 80,067 Revenue 80,067 Revenue
 
Supplies, Advances, and Prepayments 193,000 201,000 21,204 Revenue 0 Not Distributed
Appropriations and Receivables - Revenue Forgone 439,000 392,000 0 Non Competitive 0 Not Distributed
Total Current Assets 2,793,000 2,251,000 196,106 174,903
 
Property and Equipment
 Buildings 22,269,000 21,591,000 2,036,792 Depreciation cost for Buildings 2,036,792 Depreciated cost for Buildings
 Leasehold Improvements 914,000 842,000 79,421 Depreciation cost for Leasehold Improvements 79,421 Depreciated cost for Leasehold Improvements
 Equipment 21,544,000 21,060,000 1,516,596 Depreciation cost for Equipment 1,516,596 Depreciated cost for Equipment
 Land 2,971,000 2,914,000 274,893 Depreciation cost for Buildings 274,893 Depreciated cost for Buildings
 
Accumulated Depreciation 25,886,000 24,688,000 2,108,399 Depreciation cost for Bld/Eq/Leasehold/Vehicle 2,108,399 Depreciated cost for Bld/Eq/Leasehold/Vehicle
 
Construction in Progress 1,381,000 1,877,000 177,064 Depreciation cost for Buildings & Leaseholds 177,064 Depreciated cost for Building & Leaseholds
Total Property and Equipment, Net 23,193,000 23,596,000 1,976,367  1,976,367

Total Assets 25,986,000 2,148,630 25,847,000 2,172,473 2,127,051 2,151,270

Total Assets Determined from Section 2011(e)(5) 2,905,331 2,726,859 2,905,331 2,726,859

Total Net Liabilities

USPS 
Annual 
Report Competitive Products

USPS 
Annual 
Report Competitive Products Distributed on Basis of: Distributed on Basis of:

Liabilities:
 Current Liabilities
  Compensation and Benefits 3,466,000 3,571,000 300,881 Labor 300,881 Total Labor
  Payables and Accrued Expenses 1,744,000 2,086,000 220,053 Revenue 0 Not Distributed
  Customer Deposit Accounts 1,449,000 1,499,000 158,130 Revenue 25,046 Acct 25311.055 - Expedited Mail Advance Deposit
  Deferred Revenue-Prepaid Postage 1,689,000 1,142,000 120,470 Revenue 120,470 Revenue
  Outstanding Postal Money Orders 720,000 847,000 21,487 Actual International Money Orders Outstanding 0 Not Distributed
  Prepaid Box Rent and Other Deferred Revenue 461,000 434,000 0 Non Competitive 0 Not Distributed
  Debt 7,200,000 4,200,000 358,940 Volume Variable Interest Expense 358,940 Volume Variable Interest Expense
Non-Current Liabilities
  Workers' Compensation 7,003,000 6,800,000 658,849 Workers' Comp Expense 658,849 Workers' Comp Expense
  Employee Accumulated Leave 2,208,000 2,129,000 204,505 Repriced Annual Leave Expense 204,505 Repriced Annual Leave Expense
  Deferred Appropriation and Other Revenue 525,000 591,000 0 Non Competitive 0 Not Distributed
  Long-Term Portion of Capital Lease Obligation 587,000 618,000 58,292 Leasehold Depreciation 58,292 Leasehold Depreciation
  Deferred Gains on Sales of Property 312,000 341,000 0 Non Competitive 32,168 Building Depreciation
Contingent Liabilities and Other 294,000 455,000 0 Non Competitive 0 Not Distributed
 
Total Liabilities 27,658,000 2,317,525 24,713,000 2,101,607 1,991,465 1,759,152

PRC-LR-1 Methodology
FY2008 FY2007

Table 4
Statement of Allocated Assets and Liabilities for Competitive Products

                                                                             ($ in thousands)                                                                                 

REDACTED VERSION OF USPS-RM2009-9/NP1
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________________________ 
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