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August 14, 2007

Hon. Steven W. Williams, Secretary
Postal Regulatory Commission

901 New York Avenue, NW, Suite 200
Washington, D.C. 20268-0001

RE: Docket No. MC2005-3
Dear Mr Williams:
In accordance with the Commission's Opinion and Recommended Decision on Rate
and Service Changes to Implement Baseline Negotiated Service Agreement with
Bookspan, Docket No. MC2005-3, the Postal Service’s first annual report, covering

items 1 through 6 for the period June 2006 — May 2007, is attached.

Sincerely,

Scott L. Reiter
Attorney
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1. Monthly volume of solicitation Standard Mail letter-size and flat-size by rate
category in eligible Bookspan permit accounts.

See Appendix A.
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2. Amount of discounts paid to Bookspan for solicitation Standard Mail letter-
size by incremental volume block.

Threshold Incentive per Piece Incentives Paid
87,000,001 120,000,000 $ 0.020 $ 191,296.78
120,000,001 150,000,000 $ 0.030 $ -
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3. Monthly estimate of the amount of time spent on compliance activity and a
description of the activities performed.

Department Activity and Description Work- Time-
hours Frame

Volume Reconciliation: Process of reconciling
Pricing Strategy | USPS permit volume counts with Capital One 2 Per month
internal volume counts

NSA Data Collection Plan: Ensuring compliance

Pricing Strategy | with the Data Collection Plan 80 Per Year
Address ACS Support: Providing _ACS counts and
support for ACS related issues 4 Per month
Management
RPW Reporting: Ensuring that discounts are
Finance allocated properly in RPW reporting (one-time 1* Per year
event)
Accounting Procedures: Monitoring and
Finance developing accounting controls and procedures 2* Per quarter
for the refund process
Legal Advice: Advising on compliance and
Legal preparation of the data collection plan 18 Per Year
Pricing NSA and rate-cases: Ensuring that NSA
Financé volumes and affects are accurately reported and 80* Per Year

accounted for in rate-case filings

* These work-hours represent the total time spent on all implemented NSAs.
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4. A comparison of the estimated mailer-specific costs and revenues with the
actual-mailer-specific costs and revenues.

See Appendix A.
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5. An evaluation of the impact of the Agreement on contribution.

In the time period June 2006 — May 2007, Bookspan solicitation Standard Mail letter-
size volume increased approximately 18.6 million pieces above Before Rates
forecast resulting in total new contribution of $1.69 million less discounts paid of
$191,296.78 resulting in a total value to the USPS of $ 1.5 million (see Appendix A,
pg 4). Interms of trends, Bookspan solicitation volume is declining and therefore not

comparable to overall workshare volume trends.
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6. An evaluation of the effectiveness of the Agreement using the PRC Panzar
analysis presented in PRC-LR-1.

See Appendix A.
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Bookspan Negotitated Service Agreement

Data Collection Plan

June 2006 - May 2007

Item #1

Regular Standard Mail
Mail Category

Letter-size
Mixed AADC Auto
AADC Auto
3-Digit Auto
5-Digit Auto

Basic NonAuto
3/5 NonAuto

ECR Basic Auto
ECR Basic

Total Letter-size Volume

Flat-size
3/5 Auto
Basic Auto

3/5 NonAuto
Basic NonAuto

ECR Basic

Total Flat-size Volume

Source: PostalOne

Jun-06
113,665
417,147

10,434,963
956,568

95,417
1,386

60,134

12,079,280

6,108,678
3,556

42,555
540

8,550,788

14,706,117

Jul-06
159,939
324,156

3,845,658
450,954

20,718

45,353

4,846,778

1,858,699
855

620
0

3,716,372

5,576,546

Aug-06
124,369
181,227

4,129,847
494,932

3,187

38,698

4,972,260

7,092,446
3,519

19,751
88

8,720,256

15,836,060

Sep-06
195,266
348,936

4,597,244
1,101,605

15,584
296,921
7,856

6,563,412

3,793,828
2,185

8,395
209

2,642,494

6,447,111

Oct-06
189,711
408,519

6,435,316
835,834

28,743

166,889

9,874

8,074,886

4,935,540
1,540

23,095
309

10,225,136

15,185,620

Nov-06

214,580
188,849
250,897

11,947
696

666,969

o

o

Dec-06

452,140
304,394
156,613

24,073
811

938,031

o

Jan-07
853,227
1,627,275

15,604,477
3,364,438

88,282
372

511,417
6,016,962

28,066,450

8,683,078
2,762

37,670
494

14,504,270

23,228,274

Feb-07
408,268
373,480

2,859,317
277,398

45,037
38,542

11,829
686,915

4,700,786

1,690,350
928

3,377
48

2,220,381

3,915,084

Mar-07
524,687
666,850

6,197,873
1,590,174

39,007
348

556,079
1,238,558

10,813,576

536,358
79

1,831
19

600,548

1,138,835

Apr-07
403,315
428,443

6,150,054
1,248,088

40,868
164

102,473
2,415,307

10,788,712

3,352,585
285

10,572
8

7,046,278

10,409,728

May-07
302,325
284,960

3,020,725
385,214

17,896

42,580

4,053,700

573,961
1,525

3,721
124

56,537

635,868

TOTAL

3,941,492
5,554,236
63,682,984
10,705,205

430,759
42,319

1,832,373
10,375,472

96,564,840

38,625,523
17,234

151,587
1,839

58,283,060

97,079,243

FY 2006

593,239
1,271,466
23,007,712
3,004,059

134,906
1,386

441,106
7,856

28,461,730

Page 1 of 5

FY 2007

3,348,253
4,282,770
40,675,272
7,701,146

295,853
40,933

1,391,267
10,367,616

68,103,110



Bookspan Negotitated Service Agreement

Data Collection Plan

June 2006 - May 2007
Iltem #4

Standard Mail Regular Letter-size Revenue per piece

| Bookspan Actual

Mail Category Revenue per piece (1)

Nonauto Basic $ 0.283
Nonauto 3/5-Digit $ 0.286
Auto Mixed AADC $ 0.220
Auto AADC $ 0.209
Auto 3-digit $ 0.192
Auto 5-digit $ 0.176

Total
Revenue per piece
Standard Mail ECR Letter-size Revenue per piece

Mail Category Revenue per piece

Nonauto Basic Letters  $ 0.180
Auto Basic Letters $ 0.156
Total

Revenue per piece

Average Revenue per piece

(1) PostalOne, Bookspan NSA actual revenue per piece, June 2006 - May 2007

(2) PostalOne, Bookspan NSA actual volume, June 2006 - May 2007

@ ®*E)

(4) Bookspan (Standard Mail Regular Revenue + Standard Mail ECR Revenue) /

(Standard Mail Regular Total Volume + Standard Mail ECR Total Volume)

Volume (2) Revenue (3)
430,759 $ 121,731
42,319 $ 12,107

3,941,492 $ 868,485
5,554,236 $ 1,158,455
63,682,984 $ 12,203,109
10,705,205 $ 1,882,196
84,356,995 $ 16,246,082
s 0.193 |

Volume Revenue

10,375,472 1,870,514
1,832,373 285,383
12,207,845 2,155,898
s 0.177 |

s 0.191 |
96,564,840 $ 18,401,979.79

4)
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Bookspan Negotitated Service Agreement
Data Collection Plan

June 2006 - May 2007
Iltem #4

Standard Mail Regular Letter-size Cost per piece

| Bookspan Actual |
Mail Category Cost per piece (1) Volume (2) Cost (3)

Nonauto Basic $ 0.132 430,759 $ 56,892
Nonauto 3/5-Digit $ 0.124 42,319 $ 5,231
Auto Mixed AADC $ 0.120 3,941,492 $ 472,694
Auto AADC $ 0.106 5,554,236 $ 588,318
Auto 3-digit $ 0.100 63,682,984 $ 6,398,818
Auto 5-digit $ 0.085 10,705,205 $ 905,415
Total 84,356,995 $ 8,427,367

Cost per piece B 0.100 |

Standard Mail ECR Letter-size Cost per piece

Mail Category Cost per piece Volume Cost
Nonauto Basic Letters $ 0.097 10,375,472 $ 1,009,375
Auto Basic Letters $ 0.102 1,832,373 $ 187,160
Total 12,207,845 1,196,535
Cost per piece I's 0.098 |
Average Cost per piece s 0.100 | 4)

96,564,840 $  9,623,901.92

(1) Postal rate Commission (PRC) PRC-LR-22 April 27 2007 (Changed to reflect volume shift of Carrier route volume from ECR to Regular 5-digit Presort)
FinAdj2008-PRC-PRCREM1 (Adjusted using full piggybacks instead of finial adjustment piggyback.)

(2) PostalOne, Bookspan NSA actual volume, June 2006 - May 2007

3 WO

(4) Bookspan (Standard Mail Regular Cost + Standard Mail ECR Cost) /
(Standard Mail Regular Total Volume + Standard Mail ECR Total Volume)
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Bookspan Negotitated Service Agreement
Data Collection Plan

June 2006 - May 2007

Item #5

(1) Revenue per Piece: $ 0.191
(2) Cost per Piece: $ 0.100
(3) Contribution per piece $ 0.091
(4) Before Rates Forecast Volume 78,000,000
(5) Actual Stardard Mail letter-size volume 96,564,840
(6) New Standard Malil letter-size volume 18,564,840
(7) Total New Contribution $ 1,687,608
(8) Total Discounts Paid $ 191,297
(9) Total Net Value to USPS $ 1,496,311

(1) Average Revenue per Piece (Appendix A, pg. 2, (4))

(2) Average Cost per Piece (Appendix A, pg. 3, (4))

e 1-©

(4) Docket No. MC2005-3, Bookspan T-2, p11

(5) Docket No. MC2005-3, Data Collection Plan, Requirement #1, (Appendix A, pg. 1)
6 (5)-4)

(7) (6)*(3)

(8) Docket No. MC2005-3, Data Collection Plan, Requirement #2

© @)-®
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Bookspan Negotitated Service Agreement
Data Collection Plan

June 2006 - May 2007

ltem #6
Total Volume: 96,564,840
Revenue per Piece: $ 0.191
Cost per Piece: $ 0.100
Marginal Discount: $ 0.020
Standard Mail Regular Elasticity: -0.296
Net Value to USPS: $ 92,118
Discounts Paid to Bookspan $ 191,297



