Library Reference USPS-J-40


Calculation of Alaska Air Adjustment





Rule 31(b)(2) statement: This library reference shows the calculation of the Alaska Air Adjustment factors. It underlies the testimony of witness Pickett (USPS-T-17), which explains the reason for the calculations.  The output of these calculations feeds into witness Meehan’s (USPS-T-11) Workpaper A-1. This library reference updates material presented in Docket No. R2000-1 by witness Pickett (USP-T-19) and in USPS Library Reference I-59.





Contents:	Spreadsheet workbook, electronic and hardcopy





Software:	Microsoft Excel





Methodology:	Same as used in Docket No. R2000-1.





Description of Calculations:


	


Weighted Average Cost Per CFM (Sheet 1): This spreadsheet calculates the Alaska Air Adjustment using the weighted average costs per cubic foot mile (CFM) based on data provided in witness Pickett (USPS-T-17) and in USPS Library Reference J-41 .  This calculation follows the methodology adopted by the Commission in its Opinion and Recommended Decision in Docket No. R2000-1 (p. 187, para. 3303).  The results of this calculation are included in the calculation of test year costs. The spreadsheet is divided into 7 sections:





Section  1: Converts the Alaska Nonpreferential Distribution Key which is based on pound-miles to a cubic foot-mile based key using density factors (pounds per cubic foot) used in TRACS.  Results in an overall density factor for Alaska Nonpreferential Air, which is used in Section 4 below. Hardcopy p.1.





Section 2: Displays FY 2000 Alaska Non-priority (nonpreferential) Air Accrued Costs as wells as cost per ton-mile (for linehaul) and cost per ton (for terminal handling). Hardcopy p. 1.





Section 3: Lists USDOT rates for linehaul and terminal handling for FY 2000 and takes a month-weighted average for use in Section 2 above. Hardcopy p. 2.





Section 4: Converts air linehaul cost per ton-mile to cost per cubic foot mile using overall density factor from Section 1 and the linehaul rates from Section 2. Hardcopy p.2.





Section 5: Displays the cost per CFM for various types of highway contract routes.  A weighted average of the Costs/CFM is taken, resulting in an overall cost/CFM. Hardcopy p. 2.





Section 6: Cost level changes provided by witness Patelunas (USPS-T-12). Hardcopy p. 2.





Section 7: Calculates the highway-equivalent cost of Alaska nonpreferential air by taking the ratio of highway cost per CFM (from Section 5) to nonpreferential air cost per CFM (from Section 4) and multiplying the result times mainline and bush air costs.  Cost level factors from Section 6 inflate air and highway costs to 2001, 2002, and 2003 levels.  The ratio of the highway–equivalent cost to air costs is the  Alaska air adjustment factor.  Hardcopy p. 3.





Endnotes:	Contains references and sources of data. Hardcopy p. 4.
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