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Technical Conference

On Wednesday, January 23, 2008, at 2 p.m. in the Commission’s hearing room, a technical conference was held to provide further opportunity for the Postal Service and interested parties to discuss modifications made to the Periodicals cost avoidance models filed as part of the FY 2007 Annual Compliance Report.


During a brief introduction, Mr. Waller (Postal Regulatory Commission), responded to a written question that had been posed by Magazine Publishers of America (MPA) in advance of the conference.  Mr. Waller explained that the change made in Docket No. R2006-1 in delivery cost proxies used to estimate the cost avoidance of carrier route Periodicals was deliberate and based on record evidence.  He then offered an opportunity for representatives of MPA and Time Warner to discuss their previously filed written questions and comments.


Mr. Glick (MPA) recapped the substance and reasoning behind MPA’s pre-filed questions, and asked if the Postal Service had developed a response.  Mr. Taufique (Postal Service) explained that it had attempted to follow the Commission’s method from Docket No. R2006-1 as closely as possible in the initial filing of its Annual Compliance Report for 2007.  He believed that the revisions filed on January 22, 2008 included delivery cost proxies taken from Standard Mail which make a distinction between non‑carrier route and carrier route pieces.  A discussion followed addressing the ambiguity of whether delivery costs were included in the avoided cost estimates provided on January 22, 2008.  The Postal Service indicated that it would verify that the delivery costs were included, and add them if necessary when filing a revised version of the spreadsheets with formulas replacing pasted values.

Mr. John (Government Accountability Office) asked if the most recently filed passthroughs, calculated including delivery cost savings based on Standard Mail proxies, are the official Postal Service estimates.  Mr. Taufique said that they are.  Mr. Waller suggested that parties should indicate in their comments which methodology they prefer and why.

A discussion followed about the different treatment of direct piece costs and allied costs.  This led Mr. Loetscher (Postal Service) to go through an example of the changes in costs that can result based on the way that mail is prepared, and to discuss the uncertain meaning of cost avoidance in the context of the new Periodicals rate design.  Mr. Loetscher stated that he would provide a spreadsheet version of his numerical example for the Commission to publish on its website.  The example resulted in a brief exchange about the merits of setting rate differences equal to cost differences and where that might conflict with other rate design considerations.

Mr. Stralberg (Time Warner) briefly summarized his further written comments with a discussion of the adjustment factors and how the changes in the cost pools related to flats preparation may have changed the relationship of the modeled costs to the actual costs of the modeled operations.  An exchange between Mr. Stralberg, Mr. Glick and Mr. Walsh (Postal Service) focused on the movement of some functions (including some that had been performed in the “flats prep” pool) to the 140 pool, which contains automated induction costs for the new automated flats sorting machine (AFSM 100).


Mr. Klingenberg (Postal Regulatory Commission) asked about the relevance of some of the modifications to the cost avoidance models of First-Class and Standard Mail.  Ms. Mayes (Postal Service) replied that many aspects of the models were developed for different classes at different times, and that the attention paid to each differed in intensity and focus based on adversarial processes of the old law.  In response to follow up, the Postal Service indicated that it had not fully considered whether the bundle density adjustment made in the Periodicals model would be an improvement if applied to the First-Class and Standard Mail models.


Mr. Stralberg raised a concern about the assumption regarding breakage of carrier route bundles that receive their second bundle sort at the delivery unit.  He stated that he believed the assumption made was not consistent with the Docket No. R2006-1 models.  Mr. Loetscher replied that he believed that the Postal Service was following the Docket No. R2006-1 assumption, but that he would investigate to make sure that is the case.


Mr. Stralberg also commented on the absence of keyers for the Automated Package Processing System (APPS) operation.  He asserted that this invalidated the assumption about 3/7th of the time being spent keying.  Mr. Walsh replied that there is a person in that operation who works to reposition barcodes that would otherwise be unreadable.


Mr. Waller concluded the conference by reiterating the Postal Service’s intention to respond to several questions with materials provided in time for parties to consider them in their comments.  He also encouraged parties to comment on what changes they would like to see made now, as well as those that may require further study to be resolved in a future proceeding.
