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	The Continuity Shippers Association submits the following reply in support of its proposed schedule for the complaint relative to the rate for the Bulk Parcel Return Service.


	The Office of Consumer Advocate (OCA) does not contest the need to review the BPRS rate.  The OCA’s sole objection is the timing of that review, i.e. whether it should be done now or as part of the next omnibus rate case whenever that may occur.


	In support of its position that the review of the BPRS rate should wait for the next (as yet unscheduled) omnibus rate case, the OCA states that (1) rates should not be reviewed in between omnibus rate cases because “costs and revenue are in constant flux”  (OCA p. 4), and (2) special circumstances do not exist with BPRS to take it out of the general rule.  OCA p. 5.  The OCA adds that a review of the BPRS rate will occur in the next omnibus rate case anyway.  OCA p. 6.  The OCA’s reasoning is flawed in several fundamental respects.


�
	A.	BPRS is Not Being Reviewed Between Omnibus Rate Cases


	This is not a situation involving the normal “flux” of costs and revenue of a rate between omnibus rate cases.  BPRS was a new class of service that was created outside of an omnibus rate case in order to remedy a gross injustice.  The Postal Service filed MC97-4 to create BPRS in response to a complaint filed by the Advertising Mail Marketing Association.  Now, the CSA filed a complaint in response to the 1998 BPRS cost study to refine the BPRS rate.  In between, there was an omnibus rate case which did not impact BPRS because the BPRS cost study was in progress.  Thus, a review now would not constitute a repetitive review between omnibus rate cases.


	B.	The History Leading to the Creation of BPRS 


		Supports a Review of the BPRS Rate Now_____	





	When BPRS was created, the Postal Service and mailers negotiated a rate of $1.75 for each return.  Everyone understood that the $1.75 rate would more than cover the costs and provide a hefty contribution for institutional costs.  The $1.12 of costs and use of the system average of 156% for the cost coverage were mere backwards accounting to reach the negotiated $1.75 rate.  


	At the OCA’s insistence, the Postal Service agreed to conduct a cost study to determine the costs, and presumably lead to a review of the rate.  Although not formally designated as an “experimental rate,” the purpose of the cost study was to determine the costs and see if the rate was too high, too low or just right.  The Postal Service presented that cost study in October 1998.  The time is more than ripe to review the rate.


	The history of returns for Standard A parcels cries out for rate relief now.  Even assuming the 1998 BPRS cost study is correct, Standard A mailers overpaid for the return service they are now receiving under BPRS.  For over 1000 days (from January 1, 1995 through October 12, 1997), these mailers paid $2.95 per return (which had a cost coverage of 283%) before the Postal Service finally agreed to remedy the situation.  Even under the 1998 BPRS cost study (and without considering any reduction in the cost coverage), BPRS users have been overpaying by $0.13 ($1.04 x 156% = $1.62 versus $1.75) for two years now.  These mailers are entitled to any justified rate relief now.


	C.	No One Knows When the Next Omnibus Rate Case May Occur


	The OCA asserts that review now is less needed because the “Commission will soon be reviewing the cost coverage for this service in the next [omnibus] rate case.”  OCA p. 6.  Despite Postal Service indications, no announcement has been made if a omnibus rate case will be filed at all, and whether it may occur “soon.”  There is no reason to wait for something that may not happen, or may happen “not soon.”


	Further, contrary to the OCA’s suggestion (OCA p. 4), rate reduction for improper rates under these circumstances is appropriate no matter how temporary.  If the rate is reduced to $1.48 (using year 2000 costs) as proposed by the CSA, one mailer alone will save around $100,000 per year.  Thus, immediate relief will have a significant impact on BPRS mailers.  Under the CSA’s proposal, BPRS will continue to provide a significant contribution of 136% to cover institutional costs.


	The OCA’s statement that the BPRS cost study will have only an insignificant impact because the costs are only $0.08 lower than the original cost estimate (OCA p. 5) misses the point.  The OCA’s analysis does not consider the cost coverage issue.  As explained in the CSA’s brief dated October 1, 1999, it makes no sense to keep the BPRS cost coverage at system average of 156%.  The CSA proposes that the BPRS cost coverage should be 136%, and not 156%.


Conclusion


	For the reasons stated herein, the Continuity Shippers Association requests that the Postal Rate Commission maintain the schedule as originally proposed by the CSA.
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