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UNITED STATES OF AMERICA
POSTAL REGULATORY COMMISSION
WASHINGTON, D.C. 20268-0001



Modification of Analytical Principles	Docket No. RM2010-12
in Periodic Reporting
(Proposals Three through Eight)



CHAIRMAN’S INFORMATION REQUEST NO. 1


(Issued October 14, 2010)


	To clarify the basis of Proposals Four through Eight, the Postal Service is requested to provide a written response to the following questions.  Answers should be provided on or before October 25, 2010.

Proposal Four
Proposal Four would change the way In-Office Cost System (IOCS) distributes retail window service acceptance costs when mail bears non-retail indicia and includes Extra Services such as Certified or Return Receipt.  The material supporting Proposal Four includes a table which shows the cost impact of the proposal on the market dominant products, but does not show its cost impact on the associated Extra Services.  Please provide the impact of the proposal on the costs for the following Extra Services:
Certified;
Insured;
Return Receipt;

Delivery Confirmation;
Signature Confirmation;
COD; and
Registered.

The background section of the proposal states “[c]urrently in IOCS, when a mailpiece is accepted at a retail window and includes an Extra Service, that acceptance cost is assigned to the Extra Service to the host mailpiece….”
1. Please explain the rationale for assigning the entire acceptance cost to the Extra Service rather than allocating the cost between the host piece and the Extra Service.
Restricted Delivery is not identified as one of the Extra Services included in this proposal.  Please explain why Restricted Delivery is not included among the identified Extra Services.

Please describe any changes to the IOCS questionnaire necessary to implement Proposal Four.  If no changes are anticipated, describe fully the methodology that would be used to ensure that costs are assigned to the host mailpiece rather than the Extra Service.

What changes, if any, would have to be made to the “B” workpaper for Segment 3, specifically worksheet 3.2.1, to effectuate the change in costing described in Proposal Four?


Proposal Five
Proposal Five would change the distribution key used to assign collection costs on rural routes to products.  The proposal is intended to better align the distribution of collection costs with the manner in which rural carriers are compensated by assigning to letters/flats the relevant collection costs of prepaid parcels that weigh less than 2 pounds.
1. Please identify where the revenue from these prepaid parcels that weigh less than 2 pounds is recorded. 
Please confirm that under this proposal collection costs related to parcels that weigh less than 2 pounds will be attributed to letters/flats.
If so, please confirm that there will be a misalignment between the attribution of revenue and costs for parcels.

Proposal Six
Please refer to the Excel file, ICRA09_ib-bycgrp_v.xls, and worksheet tab CS 6 Attrib Cost, which shows CS 6 – City Carriers Office Activity costs for Canada, Industrialized Countries (ICs) and Developing Countries (DCs) for the five categories of inbound mail:  Surface AO, Air LC, Surface Parcels, Air Parcels, and Express.  Also, please refer to Library Reference USPS-RM2010-12/NP1, the Excel file, Reports (Booked).xls, and worksheet tab Pivot1b, which allocates CS 6 – City Carriers Office Activity costs for Canada, ICs and DCs by inbound mail category between “Delivery ($000)” and “Other Domestic ($000).”  For each of the subparts below, show all calculations in electronic form, and provide citations to all sources used.
1. Please show how CS 6 – City Carriers Office Activity costs are allocated between “Delivery” and “Other Domestic.”
Please show how “Delivery” costs are allocated among Canada, Industrialized Countries (ICs), and Developing Countries (DCs).
Please show how “Other Domestic” costs are allocated among Canada, ICs, and DCs.
Please show how the costs developed in response to subpart b., above, are allocated to the inbound mail categories.
Please show how the costs developed in response to subpart c., above, are allocated to the inbound mail categories.

Proposal Seven
Please refer to Docket No. ACR2009, USPS-FY09-11 (Flats Cost Model) worksheet “STD_Reg_flts.xls” tab “CRA Flats.”  Several cost pools that are categorized as Piece Sorting, Unexpected, or Allied Support in the Flats Cost Model appear as fixed in worksheet “Prop.7.STD PARCEL-NFM MP MODEL.xls” tab “Cost Pool Data.”  Consequently, these cost pools do not receive proportional or piggyback (i.e., fixed and proportional) treatment.  For each cost pool that is not categorized as fixed in the Standard Mail Flats Cost Model, but would receive fixed treatment in Proposal Seven, please provide a rationale for the different treatment.

Proposal Eight
Proposal Eight would distribute empty equipment transportation costs using a new distribution key based on aggregate pound-miles.  The Postal Service provided a table identifying the cost impact of this proposal.  Please provide the pound-miles distribution key used to estimate the impact on product costs and its derivation.


The Summary Description of USPS Development of Costs by Segments and Components, FY 2009, filed with the Commission on July 1, 2010, indicates that the intra-Alaska and intra-Hawaii volume variable costs are distributed on the basis of pound-miles developed by special studies.  Please compare and contrast the development of the intra-Alaska and intra-Hawaii pound-miles distribution key with that proposed for the distribution of empty equipment transportation costs.


By the Chairman.



							Ruth Y. Goldway
