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April 11, 2007

Postal Regulatory Commission
901 New York Avenue, NW
Suite 200

Washington, DC 20268-0001

Dear Commissioners:

| am writing this letter on behalf of Time Warner, one of the Postal Service's largest
customers. Asasubstantial mailer of Standard Mail letters, Time Warner strongly
opposes the Postal Service's ‘solution’ to the significant increase in Standard Mail flat
rates. In essence, the Postal Service would like to reduce the rate impact on flat mailers
at the expense of Standard Mail letters. Thereisno justification for the Postal Service's
request to increase the rates for Standard Mail letters. What’s more, such arate increase
would result in a corresponding decrease in our Standard Mail letter volume.

Time Warner isin the subscription business, including our cable subscribers, AOL
subscribers, and magazine subscribers. Standard Mail has been our preferred medium for
generating new subscribers. In 2005, we mailed nearly 1 billion Standard | etters,
generating approximately $250 million in USPS revenue. However, direct mail is not our
only source for generating new subscriptions, and our marketers focus on one key metric,
namely cost per order. If Standard Mail |etter rates increase beyond the levels
recommended in the Commission’s R2006-1 Decision, | can guarantee that our marketing
people will re-evaluate the cost per order for direct mail and shift marketing dollars to
other sources, to the detriment of the long term viability of the Postal Service.

The Commission should reject the Postal Service's proposal to ‘rebalance’ Standard Mail
rates for flats at the expense of letters and pursue an aternative solution that will reduce
the impact on Standard flats without shifting the burden to Standard letters. One such
aternative would be to re-eva uate the demand el asticity assumptions for Standard flats.
These assumptions are subject to reasonabl e adjustment, and the PRC can reasonably
assume that with alower Standard flat rate and higher volume levels, the same amount of
revenue would be generated. Thiswould result in lower Standard flat rates without
increasing the Standard letter rates. The Commission can surely generate a variety of
similar alternatives with the goal of maintaining or increasing volume for both letters and
flats.



Time Warner looks forward to the Commission’ s response to the Postal Service' s remand
and hopes that your decision will help mailers of Standard flats without altering the
Standard letter mail rates.

Respectfully submitted,
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James R. O'Brien
Vice President
Distribution and Postal Affairs
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