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Major Mailer Association’s Notice 
Of Corrections To Testimonv And Exhibits 
Of Witness Richard E. Betniev (ERRATA) 

Major Mailers Association hereby submits corrected pages that reflect the 

following corrections to the testimony and exhibits of its witness Richard E. Bentley: 

MMA-T-1, p. 20 Add quotation mark after “conversions” on line 27. 

MMA-T-1, p. 26 Insert parenteses around record citation on line 20. 

MMA-T-1, p. 32 Change “2” to “2%” on line 21. 

Ex. MMA-1 B, pp. 3A &B Correct revenues shown in Column 4 for Rows 

labeled Box/Caller Service and Other. 

Ex. MMA-1 B, pp. 4A &B Correct revenues shown in Column 4 for Rows 

labeled Box/Caller Service and Other. 

Respectfully submitted, 

Dated: Round Hill, VA 
July 3, 2000 

34693 Bloomfield Road 
Round Hill, Virginia 20141 
540-554-8880 
Counsel for 
Major Mailers Association 
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I hereby certify that I have this day served the foregoing document upon all parties to 
this proceeding in accordance 

Dated this 3rd day of July 2000. 
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Initially, when workshare discounts were modest, growth in presorted mail came 

from those mailers that could change their mailing practices at relatively low cost, Logic 

dictates that the cleanest mail, sent out in bulk quantities (i.e., mail like BMM) was 

among the first type of mail to migrate to presorted mail status. 

But BMM letters cannot possibly account for the tremendous growth in workshare 

letter volume that ensued. In fact, as presort discounts became more attractive, mailers 

were induced to spend more upgrading their remaining mail volumes that theretofore 

had not been economic to convert to presorted mail. In other words, mail that migrated 

from single piece to workshare rates in the early years was mail that cost less for the 

Postal Service to process than the mail that migrated to workshare rates in later years. 

With the passage of time, presort categories began to mature and the 

Commission increased discounts further. Concomitantly, the type of letters migrating to 

presort letter status originated from a subset of First-Class single piece that was more 

costly for the Postal Service to process.‘5 Clearly, the letters migrating in recent years 

are not “clean” BMM letters. Even the Commission has recognized that, as the First- 

Class presort mailstream matures, additional presort volumes are “more likely to come 

either from average-cost nonpresort mail that requires more extensive change in order 

to convert, or from new mail.” See PRC Op. MC951 at IV-102, fn 37. 

The rapid growth of the presort bureau industry provides further evidence that 

over the years there has been an evolution in the type of mail migrating to workshare 

rates. In FY 98, presort bureaus accounted for approximately 42% of all First-Class 

workshared letters.16 See TR 21/9240-44. Mail proffered to the postal service by 

presort bureaus today more than likely would have been deposited in collection boxes if 

mailed at single piece rates. The Commission recognized this phenomenon 16 years 

ago in Docket No. R84-1 when it stated, “[T]he presort bureaus have extended their 

markets to some smaller volume users whose mail probably showed a wider variety of 

cost characteristics prior to conversions.” See PRC Op. R84-‘I at 364. Thus, for all 

practical purposes, in the current environment the “typical” mail piece migrating from 

‘5 I provided similar testimony on this subject 13 years ago. See Docket No. R87-1, CPUMIARF-T-l at 
15. 
l6 According to USPS witness Tolley, the number of presort bureaus listed on the Postal Sewice’s web 
site has increased 50%. from 166 to 276. in just 2 years. See UPSP-T-6 at 41. 
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I It strengthened this view by stating, 

Notwithstanding the extensive supporting material the Service has filed, 
a glaring omission is information addressing the cost support for the 
First-Class mail additional-ounce rate. The Service’s failure to devote 
attention to this long-requested review has hindered the Commission’s 
ability to review the additional-ounce issue. See PRC Op. R97-1 at 271 
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The Daniel weight study presents some new data on the relationship between 

weight and postal costs. Her study distributes total costs by shape to various half- 

ounce weight increments on the basis of IOCS tallies and other distribution keys 

including pieces, weight and cube. However, this study still fails to address the 

Commission’s desire for reliable information regarding the specific cost impact of the 

second ounce of a letter. 

Initially, USPS witnesses Fronk and Daniel both claimed that the Daniel study 

addresses the Commission’s concerns about the effect of the second ounce on mail 

processing costs (See TR 4/1255, TR 12/4751), and maintained that the Daniel study 

“support[s] conclusions that are contrary” to those espoused by the Commission. See 

TR 4/1255, TR 12/4755-6. Subsequently, USPS witness Daniel reversed herself when 

she conceded that “[t]he cost study reflects all the characteristics associated with the 

average piece in each weight increment” and that “since [her studies] do not completely 

isolate for the impact of weight, they do not provide the ‘specific impact of weight on 

costs’ . ...” See TR 411262. 

Witness Daniel admits that, in addition to weight, her study reflects many other 

factors that affect costs. These factors include (1) local/nonlocal mix, (2) origin/ 

destination pattern, (3) degree of presortation, (4) prebarcode vs. no prebarcode, 

(5) machinability, (6) delivery to a p.0, box vs. delivery by carrier, (7) likelihood of being 

undeliverable-as-addressed, and (8) likelihood of being barcoded. See TR 411263-64. 
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I The proposed revenue reduction of $250 million from the Service’s revenue 

2 target is not insignificant. However, this revenue reduction is a maximum potential 

3 loss, since any new volumes attracted by the lower (and still very profitable) First-Class 

4 presorted rates will reduce the revenue shortfall. This is even more apparent for presort 

5 

6 

7 

8 

9 

IO 

II 

12 

I3 

I4 

IS 

I6 

I7 

I8 

I9 

20 

21 

22 

23 

24 

volumes since such pieces make such a disproportionately large contribution to 

recovery of institutional costs as a result of the extremely high cost coverage for 

presorted letters. 

I also suggest that this revenue shortfall not be made up by other mailers, but by 

reducing the Postal Service’s contingency allowance. The contingency was established 

to provide a reserve for expenses that can neither be foreseen nor prevented. As 

proposed, the Postal Service has requested an extraordinary amount in contingency 

“costs” compared to the amount of additional revenues required to cover actual costs. 

For example, the Postal Service’s entire rate request raises about $3.6 billion in 

additional contributions to institutional costs. Of this amount, $1.9 billion represents 

anticipated cost increases and $1.7 billion represents contingency costs. Therefore, the 

Postal Service’s anticipated cost increases could be too low by 85% and its requested 

contingency would still enable it to break even. This contrasts to the 33% “cushion” the 

Postal Service requested and the Commission approved in Docket No. R97-I. I believe 

the 2.5% contingency costs, which is two-and-a-half times the contingency allowance 

from Docket No. R97-1, should be lower.” 

For illustrative purposes, I have determined that a contingency allowance of 2% 

would enable the Postal Service to break even with MMA’s rate proposals for more 

equitable First-Class rates. 

‘a Witness Lawrence But provides convincing testimony to support maintenance of the contingency at the 
Docket No. R97-1 level of 1%. 
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Summary of Estimated Tat Year Before Rates Finances 
(Includes MMA’s Proposed 2% Contingency) 

(PRC Cm, Methodology) 
(Thousands Except For Units) 

EXHIBIT MM&IB 
Pam 48 





Summary of Estimated Test Year Before Rates Finances 
(Includes MMA’s Proposed 2% Contingency) 

(USPS Cost Methodology) 
(Thousands Except For Units) 

EXHIBIT MMA-,I? 
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