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House Passes HR 22 ─ House Honors McHugh
Standing Ovation for McHugh, Davis, Waxman and Davis as Debate Moves to Senate

Pinch me.  It has been a patriotic day in a very steamy Washington, DC, as citizens gathered around the TV to watch the space shuttle Discovery take flight earlier this afternoon.  It was a beautiful takeoff that left us all with soaring spirits.

Postal watchers then gathered together again around dinnertime to follow the debates, discussion and deliberation of the first postal reform bill to be discussed on the House floor in over one-third of a century.

It is an important date in the postal world.  On July 26, 1775, the first American Post Office  was established by the Continental Congress and the Hon. Ben Franklin was appointed the first Postmaster General.  It is an appropriate date for the House of Representatives of the 109th Congress to approve HR 22, the Postal Accountability and Enhancement Act.

The House voted 410 to 20 to approve HR 22 after hearing debate on three separate amendments (see page 5).  The outcome was never really in doubt.

“Is this bill perfect?  No,” said Chairman Tom Davis (R-VA) of the House Committee on Government Reform.  “But there’s no magic legislative potion that will cure the Postal Service of its ills.”

However, invoking the memory of Postmaster General Ben Franklin, Chairman Davis reminded us,  “A penny saved is a penny earned.  Rates are set to go up two cents.  If we act today, we can stave off that increase off ─ delay that increase ─ and bring savings to the Postal Service.”
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We join with others in celebration over the House passage of postal reform.  The August recess will provide Members, staffers and others with much needed rest.  After Labor Day, the action will heat up again quickly as we prepare for Senate floor action and approval of S.662, the Senate counterpart bill crafted by Chairman Susan Collins (R-ME) and Sen. Tom Carper (D-DE).  

Perhaps more importantly, we await further discussions with White House representatives on the fate of postal reform.  No deal has been reached with the Administration on the remaining two sticking points involving the two VERY IMPORTANT fiscal issues. The White House has insisted that any postal reform legislation must be revenue neutral to get Administration support. The White House opposes the provisions in HR 22 and in S.662 that would funnel CSRS escrow fund savings back to mailers to ensure rate relief and also opposes the return of $27 billion in military service obligations to the Treasury.
In a White House Statement on HR 22 released today, the Administration “looks forward to the passage of postal reform legislation that the President can sign reflecting his five reform principles and to working with Congress to address these issues. However, the bill ultimately presented to the President must not contain provisions that would have an adverse impact on the Federal budget, either by releasing funds from escrow without devoting them to pre-fund liabilities or by transferring the military service obligation from USPS to taxpayers. Should the final bill have such an adverse impact on the Federal budget, the President's senior advisers would recommend that he veto the bill.” [Original underlining from the White House statement.]
In sending your congratulations to Hill friends this week, be certain to remind them that we stand by the sponsors of HR 22 ─ Chairman Davis (R-VA), Ranking Member Waxman (D-CA), Rep. McHugh (R-NY) and Rep. Davis (D-IL) ─ and the sponsors of S.662 ─ Chairman Collins (R-ME) and Sen. Carper (D-DE) ─ in holding to a version of postal reform that protects mailers from an unfair stamp tax and returns escrowed savings back to mailers for rate relief and returns the $27 billion military service obligation to the Treasury.


Notes from the House Floor
· There were several subplots woven into the floor deliberations today.  But even the most casual observer would have gleaned from Floor discussions that Members of the House of Representatives have the deepest respect for Chairman John McHugh (R-NY) of the House Special Panel on Postal Reform and Oversight and his tireless efforts to enact postal reform. 

McHugh and his Chief of Staff, Robert Taub, have long been friends and supporters of the nonprofit mailing community.  They are deserving of all of the accolades delivered by each of the Members on the floor this evening.
· “After working on this bill for more than 10 years, I feel fairly certain that occasionally I do run the risk of sounding like a broken record,” said McHugh.  “But there is no doubt in my mind that passage of this bill is critical, and not just for the solvency of the Postal Service.  The American taxpayer ─ individual, small business, nonprofit, or corporate ─ can ill afford the tax increase that would come in the form of increased postal rates without HR 22.  What these taxpayers do need is the $6 billion tax cut that this bill essentially provides, which will, in turn, support investments in the economy and in job creation.”

· We liked the colloquy between Rep. Danny Davis (D-IL) and Chairman Davis (R-VA) to clarify some confusion in Section 404 regarding the fairness in USPS rulemaking proceedings and the role of the Postal Regulatory Commission in reviewing USPS rulemaking complaints.  We have some good friends in Chicago who will be pleased to hear this clarification.
· Chairman Davis (R-VA) gets our applause for most aggressive uses of the phrase, “death spiral,” and multiple references to the reality that stamp increases are tax increases on postal ratepayers.   His powerful response to Rep. Jeb Hensarling (R-TX) in order to protect against “unfair stamp taxes” brought us to our feet!  Davis and his colleagues also noted that the passage of HR 22 is proof that a bipartisan approach to crafting public policy can work in Washington.
· While we appreciate that Chairman Davis (R-VA) acknowledged the Alliance of Nonprofit Mailers as one of the many architects of postal reform ─ we all must thank our friends and colleagues in the 21st Century Coalition for Postal Reform for their leadership over the last several weeks.  Without Ben Cooper and the Coalition, we wonder if we might have seen a different fate for HR 22.
· The only real partisan bickering came from Rep. Mike Pence (R-IN) who offered some of the more pointed opposition to HR 22.  He offered an amendment to remove the requirement that the first vacant slot on the Board of Governors be filled by an individual with unanimous backing by the labor unions.  Pence reminded House Members of the White House Statement on HR 22 released today and appeared to scold Republicans supporting provisions in the Bill that are opposed by the White House.  While Pence acknowledged that Minority Whip Steny Hoyer (D-MD) supported the measure, he offered confusion why some Republicans were supporting HR 22.
· Rep. Mike Pence (R-IN), Rep. Jeff Flake (R-AZ) and Rep. Jeb Hensarling (R-TX) joined together in lock-step in offering three proposed amendments aimed at altering the delicate balance of HR 22 (see listing of amendments on page 5).   Chairman Davis and Ranking Minority Member Waxman should be proud of their carefully choreographed and impassioned opposition to the attempts of Pence, Flake and Hensarling to scuttle the strong bipartisan flavor of HR 22.  Watching Davis, Waxman, McHugh and Davis swat away at the spurious arguments offered by opponents to HR 22 was inspiring.
· Rep. Sheila Jackson-Lee (D-TX) was going to offer an amendment to establish a Civil Rights and Civil Liberties Board Pilot Program within the Postal Service to monitor and enforce claims of abuse that will call for Congressional review after three years.  While she declined to propose the amendment today, she is likely to promote the concept on a different legislative vehicle. 
· Other Members, supporters and sponsors of HR 22 jumped in with some strong arguments in favor of passage of the Bill.  We were very impressed with the bearing of Rep. Candice Miller (R-MI), Rep. Lacy Clay (D-MO), Rep. Chris Shays (R-CT), Rep. Earl Blumenauer (D-OR) and others in support of HR 22.
· Besides the important fiscal issues surrounding the disposition of the escrow fund savings and the military service obligations, there is one other issue that must still be resolved in the postal reform process.  Several Members acknowledged that the provisions affecting single piece parcels must still be addressed in order to ensure a strong parcel shipping industry.   PMG Jack Potter has warned mailers that significant losses in the packages business may result in $2.5 billion lost revenue.
· One of the provisions in HR 22 allows for salary increases for senior USPS officials.  Historical note:  Postmaster General Ben Franklin was awarded a salary of $1000.00 per year in 1775.  A bargain by any standards!

· We smiled to see some of our staff friends rise out of the background during the floor discussions today and share in the spotlight.  We honor those dedicated public servants like Robert Taub, Melissa Wojciak, Jack Callendar, Phil Barnett, Naomi Seiler, and Denise Wilson have dedicated large portions of their professional careers to the urgent call of postal reform.  We wish them a relaxing and peaceful August recess!

· Class Act Award goes to Chairman John McHugh (R-NY).  McHugh took the time to share this victory with former colleagues and former Chairmen.  His warm remarks about his Chief of Staff and friend, Robert Taub, demonstrate why both men have earned the respect of the postal community throughout this process.  We’re proud of you both.

Reaction from the Nonprofit Community
“We strongly support the enactment HR 22 in time to mitigate the damage of the next rate case and the harmful impact of postal rate hikes on America’s nonprofit community.  Nonprofits sincerely appreciate the passage of this measure on behalf of the nation’s mail delivery network.  Postal lawmakers have our continued support and cooperation as we move forward in the process.”  Michael Stroud, American Cancer Society and Chairman of the Legislative Committee of the Alliance of Nonprofit Mailers.

“Nonprofit mailers urgently support the fiscal reforms included in HR 22.  America’s charitable missions rely upon the mail to raise funds and disseminate information that serves our country and our communities.   Nonprofits look to Congress to protect and strengthen the Postal Service so that we may continue to rely upon mail as an affordable and reliable communications network for all segments of the nonprofit community —religious, charitable, educational, scientific and philanthropic groups.  
“For nonprofit mailers, postal reform is all about postal rates.   Every dollar saved from excessive postal rate increases is a dollar spent on the mission of the nonprofit organization.  The Postal Service has requested a 5.4% postal rate increase to be effective in 2006.  With the passage of postal reform, Congress can mitigate the damage of such an increase.  That is good public policy to us.  Chris Cleghorn, Easter Seals and President of the Alliance of Nonprofit Mailers.

What is HR 22?

The legislation just approved by the House is considered the culmination of a decade of hard work. Unlike the Senate version (S. 662), HR 22 changes the ratesetting process by empowering the Postal Regulatory Commission to determine the methods of ratemaking to be applied to market-dominant service.   HR 22 adopts the language used in S.662 concerning worksharing and leaves the issue of rate caps to the Postal Regulatory Commission's discretion.  HR 22 returns to the Treasury the responsibility to pay for the military portion of postal retiree benefits and eliminates the CSRS (P.L. 108-18) escrow. 

The key provisions within the bill:

· Universal Service: First and foremost this bill preserves the Postal Service's commitment to universal service: the guaranteed delivery six days a week, to every address in the United States…In rain, sleet, snow, or hail

· Pension responsibility: Second, it returns responsibility for funding the military cost of Postal retirees' pensions to the Treasury Department….

· Escrow account: This bill frees up the $73 billion in civil service retirement savings that have been held in escrow for USPS allowing the Postal Service to use this money - which rightly belongs to USPS - to defray rate increases, among other options. 

· Modern Rate Regulation: This legislation shifts the basis of the Postal Rate Commission from a costly, complex scheme of rate cases to a modern system designed to ensure that rate increases generally do not exceed the annual change in the Consumer Price Index. This applies only to market-dominant products (letters, periodicals, and advertising mail) because the Postal Service is provided with different pricing freedom for its competitive products (Express Mail Priority Mail, etc.). 

· Strengthening of the Commission: This Act gives the Postal Rate Commission teeth by granting it subpoena power and a broader scope for regulation and oversight. The PRC would be renamed the Postal Regulatory Commission.

· Limitations on Postal Monopoly and Nonpostal Products: The Act requires the Postal Service to offer only postal services and for the first time defines exactly what this means. The bill also revises the authority of the Postal Service to regulate competitors.

· Direction for future reforms: Finally, the Act sets the stage for future reform by mandating several studies, including a comprehensive assessment of the scope and standards for universal service AND a study of Cooperative Mail done at the nonprofit, preferred postal rates.

To allay some fears of the strict House Budgeteers, Chairman Davis said in April, "I know that some of you may be concerned about the cost of this bill. Although the bill generates on-budget savings and does not violate the Budget Act, the bill does not have an off-budget cost.  This cost comes from allowing the Postal Service to cut rates."


Amendments Proposed to HR 22

Only three amendments to HR were proposed on the House floor:  And, while all three did fail, it is important to note that postal reform is a “process.”  There will be more opportunities for each of these ideas to gain support before the final version of the reform bill is completed.

Rep. Mike Pence (R-IN) offered an amendment to remove the requirement that the first vacant slot on the Board of Governors is to be filled by an individual with unanimous backing by the labor unions. Currently, the Board of Governors consists of 9 members (with no more than 5 from the same party). (Failed 82-345.)

Rep. Jeff Flake (R-AZ) offered an amendment to establish a domestic pilot program to empower local postmasters to employ their experience and management expertise, absent the restrictions of the Postal Service’s monopolies on First Class mail delivery and the use of postal mailboxes, to test certain fundamental assumptions relating to the provisions of universal mail service in the United States. (Failed 51-379.)

Rep. Jeb Hensarling (R-TX) offered an amendment to reduce the bill’s cost by ensuring that 100% of the Civil Service Retirement System (CSRS) savings released under HR 22 will be directed to pay the USPS’s unfunded healthcare liability, instead of allowing it to flow to the USPS for its own use. In addition, the responsibility for paying the CSRS costs associated with military service credits is to remain with the Postal Service instead of reverting back to the Treasury. (Failed by voice vote.)

And Finally…
· Wax up the surfboards, dude. The Board of Governors of the U.S. Postal Service will meet in Newport Beach, CA, at the Balboa Bay Hotel on August 1-2, 2005.  Tubular!  The public is welcome to observe board deliberations that are scheduled to begin at 8 am in the Grand Ballroom on August 2.  Check out the Board agenda items. 

· We're very pleased that the USPS has filed for a Negotiated Service Agreement with a Standard mailer. The Bookspan Negotiated Service Agreement is based solely upon a declining block rate volume discount available to qualifying Standard Mail letter pieces. The declining block rate volume discount feature provides Bookspan with a per-piece discount for Standard Mail letter volumes that exceed specified volume thresholds. Discounts are payable only after certain specified minimum volume commitments have been reached. The Postal Rate Commission has established Docket No. MC2005-3 to consider the NSA. A settlement conference will likely take place August 8-10. The deadline for filing notices of intervention is August 5, 2005. A prehearing conference will be held August 11, 2005 at 10:00 a.m. in the Commission's hearing room. 

· The Alliance has filed an Interrogatory to ValPak Witness Robert Mitchell in the ongoing postal rate case, R2005-1. The ValPak witness has been suggesting that rates proposed for Nonprofit ECR Standard Mail should be higher than those recommended by the USPS.
· The Alliance Board of Directors meets in Chicago next week, Thursday, July 28. If you would like to send a communication to the Board prior to the meeting, send an email to the Alliance office.

· Breakfast in Chicago next week?? FairringtonThanks to our friends at , we are pleased that the Alliance will be conducting a timely breakfast briefing for Chicago area members and friends at 9:30 on Friday, July 29, at the Wyndham Chicago. Join Members of the Alliance Board of Directors in discussing current developments with postal reform on Capitol Hill, the latest on the postal rate case now before the Postal Rate Commission and the final word on the June 1 USPS eligibility restrictions affecting nonprofit fundraisers. If you'd like to attend, please contact the Alliance office now!
FOR INFORMATION ABOUT THESE OR OTHER POSTAL ISSUES, contact the Alliance at 202-462-5132 or alliance@nonprofitmailers.org. 
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