UNITED STATES POSTAL SERVICE
 NOTES TO PUBLIC COST AND REVENUE ANALYSIS

Fiscal Year 2010
1.   Public Cost and Revenue Analysis
The U.S. Postal Service (Postal Service) has annually prepared the Domestic Cost and Revenue Analysis (CRA) and International Cost and Revenue Analysis (ICRA) covering the period October 1 through September 30.  The CRA and ICRA were created to aid in determining that the statutory requirements under Title 39 U.S. Code are met, that “each class of mail or type of mail service bear the direct and indirect costs attributable to that class or service….”  
As a result of the enactment of Public Law 109-435 on December 20, 2006, the Postal Service continues to produce cost and revenue information by product but using methods approved by the Postal Regulatory Commission (PRC).  The PRC methods are described in the PRC’s Annual Compliance Determination Report.  The Fiscal Year 2010 Public Cost and Revenue Analysis Report (PCRA) combines revenue and cost data from both the domestic and international CRAs.  It represents the PRC’s method when presenting each category’s estimated attributable and unit costs. The PCRA also displays revenue, pieces and weight information from the Revenue, Pieces and Weight (RPW) report.  The Public CRA differs from the Non-Public CRA by not detailing costs for products defined by the PRC as “Competitive.”
The postal system of accounts is the basis for PCRA data; however, the postal system of accounts generally does not accumulate financial data by categories of mail.  Apportionment factors, derived from various postal operational and statistical information sources, are required for development of the data for PCRA purposes.  Some of these sources (e.g., In-Office Cost System and Origin-Destination Information System -Revenue, Pieces and Weight (ODIS-RPW) system) are dedicated to this purpose and involve extensive statistical sampling of postal activity during the year.  We compare and scale calculated amounts to actual data in the postal system of accounts, as appropriate.  
2.  Definitions
Volume Variable Cost – The change in unit costs that results from a change in its volume alone, when the volumes of other subclasses or mail categories remain constant.  That change in unit costs is multiplied by the total volume of the subclass or mail category to get total volume variable costs.
Product Specific Cost – Product specific costs, not included in volume variable costs, represent a portion of the attributable cost of certain subclasses of mail.

Attributable Cost – The sum of volume variable plus product specific costs.

Contribution – Revenue per piece minus attributable cost per piece.  

Cost Coverage – Revenue per piece as a percentage of attributable cost per piece (unit revenue/attributable cost.)

Fees – Fees associated with a specific class or subclass of mail are included in the reported revenue for that class or subclass.

International Mail – International mail detail is provided in the International Cost and Revenue Analysis report.  
Other Domestic  Ancillary Services includes identifiable costs for the following domestic services:  return receipts, signature confirmation, certificate of mailing, merchandise return service, merchandise return receipt, restricted delivery, business reply, address correction services, bulk parcel return service, parcel airlift, shipper paid forwarding, premium stamped stationary, premium stamped cards and that portion of delivery confirmation not transferred to Priority Mail and Parcel Select.  The volume and revenues are the sum of the RPW Report’s Delivery Confirmation, Return Receipt, and Other Domestic Ancillary Services.
International Ancillary Services  includes identifiable costs for certificate of mailing, outbound registered mail, inbound registered mail, outbound return receipt, inbound return receipt, outbound restricted delivery, inbound restricted delivery, outbound insurance, inbound insurance and customs clearance and delivery fees. These are fees for additional services related to mail products that have been already counted in other sections of this report.

Negotiated Service Agreement Mail (NSA) - Where there are negotiated service agreements, their costs are shown in separate rows within each class.  The details for both domestic and international NSAs are provided in the Annual Compliance Report.
Miscellaneous Items –  Miscellaneous items Include philatelic sales, fees, fines, unclaimed money from dead letters, sales of services performed for government agencies and private contractors.  They do not include the $1.3 million in interest earned from the money order float, which is included in domestic and international money orders.  

Combined Mail Categories 


“Parcel Select” contains destination entry, BMC and OBMC presort, and barcoded intra and inter-BMC/ASF.
The following mail categories include more than one subclass due to the enactment of Public Law 106-384 (October 27, 2000):


“Outside County” contains Nonprofit Periodicals, Classroom Periodicals and Regular Periodicals.


Standard Mail “Letters, Flats, and Not Flat-Machinables and Parcels” contains Standard Mail Nonprofit and Standard Mail Regular mail.


Standard Mail Enhanced Carrier Route “High Density and Saturation Letters, High Density and Saturation Flats & Parcels and Carrier Route” 

 contains Standard Mail Nonprofit Enhanced Carrier Route and Standard Mail Regular Enhanced Carrier Route mail.


“Media and Library Mail” contains Library Rate and Media Mail (formerly known as Special Standard).
3.  Cards

Volume variable costs are the printing costs related to stamped cards.

4. Change of Address Credit Card Authentication
Revenue for Change of Address Credit Card Authentication represents total revenue from Change of Address Credit Card Authentication service, and the Expenses include credit card fees, payment switch fees, and call center support.  Cost coverage does not equal Revenue divided by Expense because third party agreement reduces both Revenues and Expenses.

5.   Miscellaneous Adjustments
A) Mortgage and escrow income is included with interest income in the Annual Report and is reported as miscellaneous revenue in the CRA.








           (in millions)




            


  Operating Revenue per Annual Report

$67,052



   Interest Income per Annual Report


         25

   


  
  Annual Report Revenue


              $67,077

PCRA Report Revenue

$67,077
B) Interest expense on borrowings shown separately in the Annual Report is reported as part of the total CRA Report Expenses.









(in millions)




            

  Operating Expenses per Annual Report

 $75,426




    Interest expense on borrowings


        156

 


  
  Annual Report Expenses


 $75,582 
 PCRA Report Expense 

$75,582*

* Beyond the item "Interest expense on borrowings," the remaining minor difference between Annual Report Expenses and PCRA Expense is a consequence of the difference between the attributable cost amount shown for International Mail in the aggregate in the Cost Segments and Components Report, versus the total attributable cost amount for International Mail produced by the ICRA (and disaggregated into individual International mail products in the ICRA and the CRA). Please see Note 4 of the FY 2010 ICRA, Booked Version.
6.   Other

All figures in the CRA are rounded and may not add to totals. Percents are rounded to the nearest decimal.

 -     Denotes zero values.

( )    Denotes negative values.
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