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July 21, 2008

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 second annual report, covering
items 1 through 6 for the period June 2007 — May 2008, is attached.

Sincerely,

Scott L. Reiter
Attorney
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Bookspan NSA Data Collection Report
June 2007 — May 2008

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

See Appendix.
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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
85,000,001 110,000,000 $ 0.020 $ 357,156.00
100,000,001 150,000,000 $ 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.
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5. An evaluation of the impact of the Agreement on contribution.

In the time period June 2007 — May 2008, Bookspan solicitation Standard Mail letter-
size volume increased approximately 27.86 million pieces above Before Rates
forecast resulting in total new contribution of $2.86 million less discounts paid of
$357,156.00 resulting in a total value to the USPS of $ 2.5 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.
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Bookspan Negotitated Service Agreement

Data Collection Plan
June 2007 - May 2008
Item #1
Regular Standard Mail
Mail Category
Letter-size
Mixed AADC Auto
AADC Auto
3-Digit Auto
5-Digit Auto

Mixed AADC Auto
AADC Auto

ECR Basic

Total Letter-size Volume

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

Mixed AADC
AADC
3-Digit
5-Digit

ECR Basic

Total Flat-size Volume

Source: PostalOne

Jun-07

273,947
350,560
7,508,342
1,387,084

39,176
360

99,874

9,659,343

658

1,124
1,355,601
2,103,373

82

339

17,742
13,619
11,039,579

14,532,117

Jul-07

236,677
217,014
1,695,158
2,415,753

11,182

4,575,784

572
2,256
274,805
950,688

45

198

373

756
809,125

2,038,818

Aug-07

297,483
273,156
6,091,378
2,436,146

9,188
655

9,108,006

170

147
340,283
2,479,078

8

113

2,568
7,216
4,891,182

7,720,765

Sep-07

224,248
223,191
6,051,851
3,496,118

55,361
34,796

10,085,565

460

1,098
239,220
1,823,809

41

9

2,439
6,385
1,584,664

3,658,125

Oct-07

253,028
281,301
7,173,883
3,513,443

79,197
26,383

11,327,235

370

265
417,864
2,742,861

121

119
12,575
29,011
6,137,751

9,340,937

Nov-07

188,531
109,962
182,200

11,417
1,608

493,718

67
62
121,579
629,727

16

80

6,309
13,643
2,560,319

3,331,802

Dec-07

13,167
314,106
150

327,423

[eNeNeoNe}

[N eNeNe)

o

Jan-08

83,283
376,780
12,316,587
13,298,042

76,502
38,120

26,189,314

155

104
428,743
1,895,157

23

0

14,956
34,114
17,742,474

20,115,726

Feb-08

34,442

132,809
2,707,869
1,754,250

33,093
7,357

4,669,820

320
200
184,690
755,434

255

162

4,259
9,555
3,015,075

3,969,950

Mar-08

2,410
22,959
5,516,838
9,030,390

46,362
40,363

14,659,322

266
392
169,796
683,121

56

155

6,053
13,475
2,515,188

3,388,502

Apr-08

66,950
347,829
5,572,532
3,498,125

63,780
8,146

9,657,362

192

85
233,612
1,243,782

211

0

8,613
17,978
9,341,784

10,846,257

May-08

2,956
36,959
1,626,846
531,069

1,130
5,949

2,204,909

74

30
123,744
624,050

76

0

5,756
13,801
4,333,711

5,101,242

Page 1 of 5

TOTAL

1,663,955
2,385,687
56,757,590
41,360,570

426,388
163,737

99,874

102,857,801

3,304
5,763
3,889,937
15,931,080

934

1,175
81,643
159,553
63,970,852

84,044,241



Bookspan Negotitated Service Agreement

Data Collection Plan

June 2007 - May 2008
Iltem #4

Standard Mail Regular Letter-size Revenue per piece

| Bookspan Actual

Mail Category Revenue per piece (1)

Auto Mixed AADC $ 0.232
Auto AADC $ 0.220
Auto 3-digit $ 0.199
Auto 5-digit $ 0.180
NonAuto MADC $ 0.255
NonAuto ADC $ 0.216

Total
Revenue per piece

Standard Mail ECR Letter-size Revenue per piece

Mail Category
Basic Letters $

Revenue per piece
0.190

Total
Revenue per piece

Average Revenue per piece

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

Volume (2) Revenue (3)
1,663,955 $ 385,324
2,385,687 $ 524,998
56,757,590 $ 11,286,413
41,360,570 $ 7,430,197

426,388 $ 108,735
163,737 $ 35,436
102,757,927 $ 19,771,104
s 0.192 |

Volume Revenue
99,874 19,007
99,874 19,007
|s 0.190 |
s 0.192 |

102,857,801 $

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

@ @0*E)

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

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

19,790,110.88

4)
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Bookspan Negotitated Service Agreement
Data Collection Plan

June 2007 - May 2008
Iltem #4

Standard Mail Regular Letter-size Cost per piece

| Bookspan Actual |
Mail Category Cost per piece (1) Volume (2) Cost (3)
Auto Mixed AADC $ 0.113 1,663,955 $ 188,246
Auto AADC $ 0.100 2,385,687 $ 237,903
Auto 3-digit $ 0.096 56,757,590 $ 5,465,516
Auto 5-digit $ 0.081 41,360,570 $ 3,331,159
NonAuto MADC $ 0.116 426,388
NonAuto ADC $ 0.095 163,737
Total 102,757,927 $ 9,222,824
Cost per piece B 0.090 |

Standard Mail ECR Letter-size Cost per piece

Mail Category Cost per piece Volume Cost
Basic Letters $ 0.119 99,874 $ 11,835
Total 99,874 11,835
Cost per piece B 0.119 |
Average Cost per piece B 0.090] 4

102,857,801 $  9,234,659.33

(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 1)*®?)

(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 2007 - May 2008

Item #5

(1) Revenue per Piece: $ 0.192
(2) Cost per Piece: $ 0.090
(3) Contribution per piece $ 0.103
(4) Before Rates Forecast Volume 75,000,000
(5) Actual Stardard Mail letter-size volume 102,857,801
(6) New Standard Malil letter-size volume 27,857,801

(7) Total New Contribution $ 2,858,817
(8) Total Discounts Paid $ 357,156
(9) Total Net Value to USPS $ 2,501,661

(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 2007 - May 2008

ltem #6
Total Volume: 102,857,801
Revenue per Piece: $ 0.192
Cost per Piece: $ 0.090
Marginal Discount: $ 0.020
Standard Mail Regular Elasticity: -0.368
Net Value to USPS: $ 60,692
Discounts Paid to Bookspan $ 357,156



