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Before the

POSTAL RATE COMMISSION
WASHINGTON, D.C. 20268-0001

Postal Rate and Fee Changes, 2006 ) Docket No. R2006-1

OFFICE OF THE CONSUMER ADVOCATE
MOTION FOR EXTENDED PERIOD FOR DISCOVERY
(June 15, 2006)

On June 7, 2006, the Postal Service filed a Suggestion Regarding Schedule
Dates. The suggestion was threefold — (1) an initial discovery period of 70 days, (2)
establish procedural dates first for the most immediate procedural steps, and (3) allow
comments on the proposed procedural schedule. The Office of the Consumer Advocate
finds merit in the latter two suggestions, but believes that a discovery period of 70 days
is too short, given the importance and complexity of the current rate case.

Docket No. R2006-1 has been styled the “mother of all rate cases.” This is not
hyperbole, but an accurate description of the significance of the case. The past two rate
cases, Docket Nos. R2005-1 and R2001-1 were settled cases — exceedingly rare in
ratemaking history. Because these settled cases increased rates “across the board,”
the Commission was presented with limited opportunities to apply explicit mark-ups to

thoroughly investigated incremental costs for the mail classes and services. The

! E.g., “Breaking News: ‘Mother of All Rate Cases’ Is Here: Magazines Staring At 11.4 Percent

Postal Hike,” Folio Magazine, May 3, 2006, at
http://www.foliomag.com/viewmedia.asp?prmMID=6000&prmID=249 .




Motion for Extended Period 2 Docket No. R2006-1
for Discovery

current rate case provides the first opportunity in six years to develop thoroughly
evidence on these vital matters.

In addition to the cost and mark-up issues, the current rate case includes major
classification proposals that are the culmination of the Postal Service’s Product
Redesign efforts during the years following the R2001-1 rate case. Section 3(a)(2) of
Public Law 108-18 provided that the savings resulting from not making payments into
the Civil Service Retirement fund “should be used to continue holding postage rates
unchanged.” Consequently, while Product Redesign efforts indicated that de-averaging
rates by shape would send correct signals to mailers, the fact is that de-averaging
necessarily results in higher rates for some mailers, while other mailers’ rates go down.
The Postal Service refrained from proposing such changes/increases to the
Commission during that period of time that it felt constrained by P.L. 108-18. The
Postal Service is no longer bound by P.L. 108-18 and has introduced a large set of
major classification changes in the instant case. A Postal Service press release reports
that the rates for some mail categories are proposed to increase sharply, such as First-
Class Mail parcels (28%), First-Class Mail flats (30%), and Standard Mail parcels (64%),
as a result of the re-structuring. > Participants must be given additional time to
understand the impact of these changes, investigate the development of shape-based
cost estimates, and see whether the proposed rates comport with the pricing criteria of

the Postal Reorganization Act.

2 May 3, 2006 - News Release #06-032, “Postal Service Proposes New Approach To Shape A

More Efficient Future.” http://www.usps.com/communications/news/press/welcome.htm. The
percentages shown are computed from the specific examples given in the press release.




Motion for Extended Period 3 Docket No. R2006-1
for Discovery

Another difficulty for participants in the rate case is the level of activity in other
cases that are currently open, including Docket No. N2006-1 (the END case); three
complaint cases: Docket Nos. C2004-2 (Electronic Postmark), C2004-3 (Stamped
Stationery), C2006-1 (General Delivery Service); and two classification cases: Docket
Nos. MC2006-3 (Washington Mutual Bank NSA) and MC2006-4 (Express Mail Second
Day Service). The resources of many participants, OCA included, are stretched to the
limit by litigation activity in several cases simultaneously.

Many postal observers believe that postal reform legislation is imminent, and the
rates established in the current case will serve as the platform for formulaic rate
increases in the future. The importance of getting rates into a statutorily appropriate
relationship prior to reform cannot be overstated. Discovery of the Postal Service’s
case is a key tool in this endeavor.

Discovery tends to be the single most important phase of a rate case. It lays the
evidentiary foundation for participants’ direct cases and challenges to the Postal
Service’s direct case. It frequently defines the issues that can be pursued throughout
the proceeding. Indeed, discovery is so important that expanding the period for it, even

at the expense of other time periods in the case, is warranted.
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Wherefore, OCA respectfully requests that the Commission schedule a 90-day

discovery period in the instant proceeding, with an end-date of August 2, 2006.
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