Postal Reform Conference

Issues of Primary Importance

As a companion to this list, the side by side comparison of the House and Senate versions of H.R. 22 outlines the differences between the bills and states the Postal Service’s position on each issue.  

Escrow/Military Service Obligation

It is essential to retain the financial relief embodied by either S. 662 or H.R. 22; S. 662 is preferable due to the steady payment stream.  

See page 17 of side by side 

Management Authority/Complaint Process 

Both bills allow the PRC to hear complaints and order remedies regarding issues arising from chapters 1, 4, or 6 of title 39 or specific sections of those chapters, which provide the basic authority of the Postal Service to operate.  Allowing the PRC to hear complaints and order remedial action on any matter arising from the specific or general powers of the Postal Service will eliminate the Postal Service’s ability to operate the Postal Service without continual second guessing.  The complaints could range from the deployment of equipment, to operational changes, to employee issues.  

The Postal Service amendments would limit the complaints to specific subsections of Chapters 1, 4 or 6, which would still allow any interested party to file a complaint.  

See page 5 of side by side 

Exigent Rate Case Standard 

The PRC Chairman has testified that “unexpected and extraordinary” includes only an event like the 9-11 terrorist attacks.  The Postal Service is subject to significant loss of volume, arbitrated wage increases larger than increases in CPI, and increases health benefit payments for employees and retirees far in excess of the rate of inflation, all of which are not “unexpected” but are beyond the ability of the Postal Service to control.    

See pages 2 and 3 of side by side 

Accounting Rules 

Both bills require the Postal Service’s products to cover the costs attributable to that product.  The report from the Treasury is an effort by Postal Service competitors to increase the costs allocated to specific products to make them less attractive to our customers and to achieve an arbitrary standard of allocation.  

H.R. 22/S. 662 - Page 55, line 18 – delete “Secretary of the Treasury” so the subsection reads “The Postal Service shall develop recommendations regarding…”; page 56, line 21 – delete “Secretary of the Treasury” and replace with “the Postal Service”.

H.R. 22 – Pages 50, line 13 -- delete “Secretary of the Treasury” so the subsection reads “The Postal Service shall develop recommendations regarding…”; page 51, line 21 -- delete “Secretary of the Treasury” and replace with “the Postal Service”.

Attributable cost

H.R. 22 leaves the mechanism by which costs are attributable undefined.  S. 662 defines the method of attributable costs as causation, which is the current method agreed upon by the USPS and PRC. 

See pages 2 of side by side

Last Rate Case
S. 662 gives the PRC 12 months to develop new rate making regulations; H.R. 22 provides 24 months.  S. 662 provides the Postal Service with a one-year window in which to file for a rate increase under the current cost of service rules.  H.R. 22 also has a transitional provision but it is less explicit.    

See pages 2 and 3 of side by side 

Fair and Equitable/Just and Reasonable

H.R. 22 elevates “fair and equitable” to an objective in rate-making.  S. 662 makes a “just and reasonable schedule” an objective.  “Fair and equitable” ensures that the Postal Service is tied to the current rate relationships that have been developed under the current “cost of service” rate system, and will not be able to use the flexibility under the new rate cap system to change prices under the cap to maximize volume and revenue.  Based on case law developed in other industries it appears that the “just and reasonable schedule” language will likely have the same result.  The Postal Service amendment would change “schedule” to “system”. 

See page 2 of side by side 

Workshare discounts 

Both bills contain new restrictions on the use of workshare discounts, which would apply to discounts currently in use.  This could increase the rates paid by workshare mailers, even though these mailers cover their attributable costs and contribute significantly to overhead.  Language in S. 2468 (108th Congress, discussion draft) would have provided the authority to the PRC to control workshare discounts.  The PRC has, in the past, understood that workshare discounts significantly influence mailer behavior in a positive manner.  

See page 18 of side by side 

Negotiated Service Agreements (NSAs) 

Neither bill expands the Postal Service’s ability to enter into NSAs for market-dominant products.  (We interpret both bills as permitting the Postal Service to negotiate innovative service agreements for competitive products, although they will still be subject to the non-discrimination requirement.)  Both bills continue the prior review by the PRC of an NSA agreement.  The PRC has repeatedly voiced concerns about its ability to approve a pure volume discount NSA.  Language included in S. 2468 (108th Congress) would have allowed volume discounts and other innovative NSAs and required after-the-fact review of an NSA.  

See page 18 of side by side 

International Postal Arrangements

Both bills significantly alter the way in which the Postal Service participates in, and is treated by, international postal agreements.  As between the current versions, the Senate language is preferable.  The Postal Service has worked with the State Department to develop improved language.  Our first choice would be to insert this new language; our second choice would be to use the Senate language.  

See page 9 of side by side

