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b.
Letter/Nonletter Differential 


As in its commercial counterpart, in NECR the Basic tier rate design helps to establish a rate relationship between the Basic and 5-digit automation rates that favors 5-digit automation.  Thus, following the recommendation of the Commission in Docket No.R2000-1, a zero percent letter-flat passthrough is proposed.  

The High Density and Saturation shape passthroughs are proposed at 115 percent (0.8 cent) and 80 percent (0.9 cent), respectively.  Although these percentages are lower than the Commission’s recommendation in Docket No. R2000-1, the measured cost passthroughs are each 0.1 cent higher, because the Commission calculated its passthroughs from a different base.  These proposed shape passthroughs illustrate a basic tenet of the proposed rate design in this docket: to preserve or increase the measured cost passthroughs wherever feasible, without unduly raising the overall rate increases or changing established rate relationships.



4.
Automation 


The proposed passthrough for the Automation discount is 50 percent.  This results in a discount of 1.5 cents, an increase from the current level of 1.3 cents.  (In Docket No. R2000-1, the Commission recommended a 24 percent automation passthrough, which translated to a discount of 1.3 cents.)

5.
Density Tiers

Given the shape passthroughs described above, the resulting density passthroughs for nonletters are 47.2 percent between Basic and High Density, and 72.2 percent between High Density and Saturation.  

This translates into measured cost passthroughs for nonletters of 1.6 cents for the High Density tier and 0.6 cent for the Saturation tier.  (These figures can be compared to the Commission’s recommendations in Docket No. R2000-1, of 44.1 percent, or 1.6 cents, for the High Density tier, and 118.2 percent, or 0.5 cent, for the Saturation tier.)



6.
Destination Entry

Destination entry discounts are determined for this subclass in the same manner as the other standard subclasses.  The cost study presented by Witness Mayes (USPS-T-23), which was discussed above in the Section III.D.7, measures savings for all subclasses combined.  Discounts do not vary by subclass, since the passthroughs selected are the same for each:  85 percent.27
27 See discussion of Destination Entry discounts in ECR, Section III.D.7.






