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The Postal Service is pleased to respond to the matters raised by the Department of Transportation in its April 21 Request for Comments and to address outstanding concerns related to the new law and the creation of bush mail rates.  For ease of reference, we set out each of the Department’s eight enumerated topics followed by our comments.

First, paragraph (k)(4) [39 USC § 5402(k)(4)] requires that: 

“(4) Carriers qualified to be tendered non-priority bypass mail shall submit to the Secretary the number and type of aircraft in the carrier's fleet, the level of passenger insurance covering its fleet, and the name of the insurance company providing such coverage.”  

Consistent with this paragraph, we have prepared an attachment, as a sample of what we would tentatively require carriers to report monthly.  We request comments on the sample report, particularly comments on whether there are alternative reporting requirements that would meet the statutory requirements in less burdensome ways.
The Postal Service views this issue as primarily a Department concern regarding a carrier’s certification and eligibility and will defer to the carriers to assess the reporting burden.  It would be helpful if the Department could provide greater detail concerning how the data will be used to meet the statutory requirements. (For example, the Department could use the data to verify that carriers have insurance for any aircraft for which they claim either passenger of freight traffic on their T-100 reports.)  

Second, the law requires that the Postal Service tender mail to bush carriers based on the outbound passengers and freight the carriers transport in individual city pairs, relying on T-100 On-Flight O&D statistics.  The Department’s Bureau of Traffic Statistics (BTS) states that the T-100 will give different results depending on how carriers depict their flight schedules.  For example, for the same multi-stop route, if one carrier chose to assign two flight numbers and another only one, the results of the T-100 on-flight report would be inconsistent and carriers could manipulate the new system to receive more mail than appropriate. We ask the carriers for comments about how to address this problem.  As an interim solution, we will tentatively require that beginning 60 days after the issuance of this notice carriers wishing to participate in the tender of mail assign flight numbers such that single-plane operations between hubs be assigned only one flight number in the T-100.  That does not resolve what to do for the data from July 1, 2002, until the tentative solution above is implemented.  The law says that for the first tender of mail under the new system, the Postal Service will rely on an annual pool of data, and we anticipate the YE 6/30/03 will be that period.  It must thus be decided whether mail tender in the initial period will be determined on less than a full year of data, on the basis of potentially inconsistent annual data, thereby delaying the implementation of the new tender system, or by requiring the carriers to resubmit prior data in a consistent format as discussed above.  We request that the parties comment on this issue.  

The Postal Service would first note that 39 USC § 5402(g), which requires that mail be tendered to bush carriers based on their outbound passengers and freight relates only to the tender of bypass mail, and that the references here to the tender of mail under the law relate only to bypass mail. Further, the Postal Service would note that 39 USC § 5402(h)(5)(B) provides that only “passengers carried along any point of the route between the route's origination point and the final destination point…on regularly scheduled flights and…on flights being flown in a direction away from the hub point” are to be used to determine the carrier’s percentage of passenger service. 

The goals of the Postal Service are to be compliant with the law and to provide accurate and equitable tender of bypass mail to the appropriate carriers. To these ends, because the law dictates the use of one year of data, the Postal Service believes the best solution is for the carriers to resubmit their data so that a complete year of corrected data is available for YE 6/30/03. While the law does not specify how subsequent updates are to be performed, the Postal Service is considering quarterly adjustments based on the previous 12 months of data. Using potentially inconsistent annual data would be unsatisfactory since any unresolved errors would directly affect the carriers’ fair shares of bypass mail. Given the time constraints involved, we request that the Department make a determination as to whether it is possible to have corrected data resubmitted and audited in time for the November 2 effective date. If it is not possible, the Postal Service suggests that the Department hold discussions with concerned parties to determine if less than a full year of corrected data is acceptable to them. To allow for the problems inherent in deploying a new computer system, the Postal Service will require the final T-100 data 30 or more days in advance, i.e., by October 1, to have enough time to test the mail tender and payment systems and allow for market share and tender determinations to be made available to the carriers in advance of November 1.  

Because the Postal Service is not responsible for data reporting or auditing, it cannot be responsible for mistakes in tender arising from erroneous data.  Because passenger service on charter flights is not to be included as qualifying passenger data (39 USC § 5402(h)(5)(B)) the Department must continuously monitor and audit incorrectly included charter flight data which improperly increases passenger volume to influence mail tender allotments. The Postal Service will endeavor to call to the Department’s attention data issues that it discovers independently.

Third, section (k)(5) [39 USC § 5402(k)(5)] of the law provides that:

“(5) Not later than 30 days after the last day of each calendar month, carriers qualified or attempting to be qualified to be tendered non-priority bypass mail shall report to the Secretary the excise taxes paid by city pair to the Department of the Treasury and the weight of and revenue earned by the carriage of non-mail freight.  Final compiled data shall be made available to carriers providing service in the hub.”

We have discussed this issue with BTS and the Postal Service.  Some carriers have informally stated that quantifying excise taxes by market would prove difficult, if not impossible.  It is not clear from the legislative history what the purpose is of carriers reporting excise taxes by route. We thus request comments on the best method to meet the requirements of the law.

The Postal Service believes the law to be clear in requiring it to compare the excise tax information to primary market share data (via the T-100). Specifically, 39 USC § 5402(h)(5)(A)(ii) provides:

“(ii) To ensure accurate reporting of market share the Postal Service shall compare the resulting percentage under clause (i) to the lesser of--

(I) the amount of the passenger excise tax paid by or on behalf of a carrier, as determined by reviewing the collected amount of base fares for passengers actually flown by a carrier from the origination point to the destination point, divided by the value of the total passenger excise taxes, as determined by reviewing the collected amount of base fares paid by or on behalf of all passenger carriers providing service from the hub point to the bush destination point; or

(II) the amount of half of the passenger excise tax paid by or on behalf of a carrier, as determined by reviewing the collected amount of base fares for passengers actually flown by a carrier on the city pair route, divided by the value of the total passenger excise taxes, as determined by reviewing the collected amount of base fares paid by or on behalf of all passenger carriers providing service between the origination point and the destination point.”

To conform to these requirements, the Postal Service suggests two additions to the proposed format depicted in Attachment A regarding excise tax reporting. First, the data must be reported by city pair route (which corresponds to passenger and freight movement, similar to T-100 market data, not T-100 segment data). Second, because the Postal Service must review the “base fares paid by or on behalf of all passenger carriers,” to ensure the proper allocation of bypass mail, the amount of excise taxes attributable to each individual carrier must be clearly reported separately, even if another carrier (for example, a prime code-sharing carrier) pays the excise taxes on behalf of another carrier. In addition, it will not be an acceptable solution to have either the Department or the Postal Service audit paper records instead of insisting that the carriers meet the reporting requirements of the law.

The Postal Service is concerned that anything less than market-based excise tax reporting will skew the comparison statistics that the law intends. Specifically, statewide aggregation ignores the particulars of a market, making any comparison with passenger or freight traffic meaningless. Even less than statewide aggregation (if, for example, data were collected at the hub level, but not on a market basis) would make validation of carrier assignments to pools impossible. 

Fourth, in paragraph (d) [P.L. 107-206, Title III, § 3002(d), 116 Stat. 923], the law provides that:

“(d) Actions of Air Carriers To Qualify--Beginning 6 months after the date of enactment of this Act, if the Secretary determines, based on the Secretary's findings and recommendations of the Postal Service, that an air carrier being tendered non-priority bush bypass mail is not taking actions to attempt to qualify as a bush passenger or non-mail freight carrier under section 5402 of title 39, United States Code (as amended by this title), the Postal Service shall immediately cease tender of all non-priority bypass mail to such carrier.”

Carriers making no effort to carry traffic other than mail are to be excluded from mail tender, but the law does not state how the Department is to determine whether the carrier is making an effort to become a passenger or freight carrier.  This provision also raises the question as to whether carriers must carry passengers or freight in all markets to receive mail.  Conversely, if a carrier carries only one passenger in one market, should it be eligible to carry mail in all markets it serves?  An option would be to require the mail-only carriers to demonstrate to the Department the steps that they have taken to begin carrying passengers or freight.  We request comments on this issue.
The Postal Service will work with the Department to determine whether steps taken by the bush carriers demonstrate an effort to attempt to qualify under the new law. The Postal Service wants to ensure that the Department, the primary auditor, presents its findings to the Postal Service, allows the Postal Service to make recommendations, and then makes the ultimate decision. The Postal Service view is that mail-only carriers will have to take specific measurable actions to qualify as a passenger or non-mail freight carrier to be considered to have demonstrated compliance. Since it may be unreasonable to expect carriers to take actions in every market in which they operate, the Postal Service would like to see an upward trend in the carriage of passengers and/or freight demonstrated in the carrier’s T-100 reports. This trend could be defined as a measurable increase in overall passenger or freight transported on a hub-by-hub basis for the first 6 months of 2002 compared to 2003 in order to avoid seasonal changes in traffic. The Postal Service requests that the Department establish a simple, measurable standard for compliance that can be agreed upon by the concerned parties.

In addition, carriers are required by 39 USC § 5402(h)(3) to begin the process of conversion from Part 135 to 121 within a specified timeframe. The Postal Service would like to take this opportunity to express its understanding of this requirement for the concerned parties. According to § 5402(h)(3)(A), a 135 passenger carrier must begin the process of conversion when a 121 passenger carrier operating a 121 passenger aircraft becomes qualified for tender in a market. 39 USC § 5402(a)(5) defines a bush passenger carrier (both 121 and 135) as a passenger carrier that meets the requirement of § 5402(g)(1)(D)(i), that is, that it provide at least 20% of the passenger service in a given market for the previous six-month period. Consequently, the conversion requirement applies only to 135 bush passenger carriers who transport at least 20% of the passenger traffic in a given market. The Department will be responsible for monitoring this progress to ensure that carriers meet the required deadlines.

The Postal Service would also like to offer its understanding of the requirements for tender. Non-priority bypass mail tender is considered on a market-by-market basis.  Transporting passengers or freight in one market will not qualify a carrier for bypass mail in other markets.  Initially, however, carriers will not need to carry passengers or freight in a specific market to receive bypass mail in that market because if they do not carry enough passengers or freight to qualify for that market’s 70% or 20% pools, they would still be eligible to receive a share of the remaining 10% of bypass mail in that market.  39 USC § 5402(i)(2) (The 10% pool will be phased out under § 5402 (i)(3) and (4) at which point carriers will need to transport a significant amount of passengers and/or freight in order to be entitled to receive bypass mail.)

Fifth, the law provides for preferential tender to carriers providing service under an FAA certificate issued under 14 CFR Part 121, large aircraft operations.  Carriers cannot operate under Part 121 unless the FAA approves such operations under the carrier’s own operation specifications.  The USPS has taken the position that if an airport is certificated for Part 121 aircraft and if a Part 121 carrier is serving the market, it would pay the (lower) Part 121 rate, even if the service were actually provided with small Part 135 aircraft.  We tentatively propose to require all carriers to report on a monthly basis, in Attachment A, any airports listed on their operation specifications certificated for Part 121 service.  In addition, to report all aircraft in their fleet that are Part 121 certified should they wish to qualify for such preference.  

Due to the overlap of issues between this item and the next, the Postal Service provides comments responsive to both in the following section.

Sixth, in paragraph 18, [39 USC § 5402(a)(18)] the law defines as a “121 bush passenger carrier a bush passenger carrier providing passenger service on bush routes under part 121.”  Elsewhere, under Section 5(h)(2)(B), [39 USC § 5402(h)(2)(b)(i) the law provides that 19-seat Part 121 aircraft are to receive preferred tender compared to part 135 aircraft.  Finally, the law provides that the Department shall establish three bush mail rates:  for Part 121, Part 135, and amphibious aircraft. 

“6(B) [39 USC § 5402(h)(6)(B)] The Secretary shall establish a bush rate based on data collected under subsection (k) from 121 bush passenger carriers. Such rates shall be paid to all bush passenger carriers operating on city pair routes in the State of Alaska where a 121 bush passenger carrier is tendered non-priority bypass mail.”

Some aircraft types operating under Part 121 are not 19-seat aircraft, and might not receive the favored treatment explicitly contemplated under Section 5(h)(2)(b).  We ask for comment on whether the Department should only include the costs of 19-seat Part 121 aircraft in determining the Part-121 rate?  If so, what is to be done with the costs of Part 121 aircraft certificated for fewer than 19 seats?  Should they be assigned to the Part 121 cost pool, the Part 135 cost pool, disregarded, or should they be used to establish yet a fourth bush rate, i.e., a Part 121 rate for aircraft with fewer than 19 seats?

The Postal Service would like to clarify the position that this notice attributes to it regarding payment of the 121 rate. As the Postal Service has previously indicated to the Department and the carriers at various general meetings, it views the statute as allowing “class-based rates,” that is, statewide rates based on carrier certification and assigned to a carrier wherever it operates. These rates are paid on a market-by-market
 basis according to whether or not the market is served solely by Part 135 carrier(s) or (in whole or in part) by Part 121 carrier(s).  Where at least one Part 121 carrier serves that airport with Part 121 aircraft, the Postal Service believes it is permissible, under the law, to pay all carriers serving that market at the Part 121 rate, without further regard to the type of aircraft that a given carrier uses in that market.  
The Department’s request for comments appears to contemplate “aircraft-based rates,” that is, rates based on aircraft certification (Part 121 or Part 135) that are applied to each carrier individually in each market depending on the aircraft used.  To the extent that the Department assumes that rates must be based on aircraft types, it is assuming a conclusion that is not explicitly stated in the law and which, contrary to the law’s clear intent, creates a disincentive for carriers to convert from Part 135 to Part 121 operations.

Aircraft-based rates present difficulties for rate calculation, bypass mail tender, and prompt payment.  In order for aircraft-based rates to yield consistent payments to the carriers, they must reflect the actual aircraft used in a given market for a given flight. No auditable system to collect such data is currently available. Aircraft-based rates will require that T-100 data requirements be changed to require day-by-day reporting which can be audited by DOT. At the very least, mandatory reporting of flight-by-flight tail numbers will need to be a component of T-100 data.  Without tail numbers, there will be no way to know which aircraft, of what class, actually flew.  If the Department decides to implement aircraft-based rates, it must ensure that the necessary daily flight data are reported and subject to an adequate audit mechanism so the Postal Service can make accurate payments to the carriers.

Aircraft-based rates will also significantly delay payment to carriers, since the T-100 data necessary to accomplish it is collected only monthly and is provided by the Department to the Postal Service substantially in arrears. (Daily performance data collected by the Postal Service cannot be used for payment because it is self-reported and lacks an audit mechanism.  Self-reporting presents the possibility for carriers to report one aircraft type and actually use another, affording carriers an impermissible opportunity to manipulate the system.) While the new computer system that the Postal Service is implementing is designed to speed up and automate the pay process, if aircraft-based rates must be implemented, the new system’s benefits will be effectively nullified.

The Postal Service strongly favors class-based rates to avoid the need to rely on airport capabilities and the vagaries of flight-by-flight operations as determinations of the prevailing rate in a market. Class-based rates will also ease tender decisions, make prompt payment to the carriers possible, and, as noted, align the incentives to increase the efficiency of operations by using larger aircraft consistent with the law’s intent.  

The Postal Service recommends class-based rates using operational distinctions similar to those currently used to distinguish mainline and bush costs and rates. A division of the current bush rate into two class rates for 121 and 135 certified carriers will reflect the differences in aircraft size and operational costs. The Postal Service advocates rates established such that the 121 class rate would include all relevant costs of aircraft (including 135 aircraft, but excluding amphibian) operated by carriers with Part 121 certification. Likewise, the 135 class rate would include all relevant costs of aircraft (excluding amphibian) operated by carriers with Part 135 certification. (The costs relevant to aircraft operations may exclude some currently included costs as discussed further in response to the seventh question.) These cost pools would be logically consistent with payment to the carriers since tender would be based on the carriers’ certification, regardless of the aircraft used on a given day. 

If the Department decides it must implement aircraft-based rates, determinations of Part 121 airport capabilities will be necessary. The airport capability determination should be based on whether a given airport can accept Part 121 bush aircraft of the sort normally used in Alaska service. The data that the Department is requesting could be helpful in making these determinations, but monthly reports may not be necessary absent changes in certification status or facility capabilities.

With respect to the categorization of Part 121 aircraft, the Postal Service believes that the Department has overstated the significance of the seat requirement. The Postal Service understands § 5402(h)(2)(B) not as impacting rate issues, but as only concerning carriers’ placement in tender pools and the circumstances that trigger the process of a carrier’s conversion from 135 to 121. In no case should the costs of Part 121 aircraft certified for fewer than 19 seats be disregarded in establishing the 121 rate. All bush carriers who transport any mail on any route must be included in the appropriate bush rate pools in order to get the best representation of the actual cost of transporting mail. Regardless of the routes a carrier operates on or the type of mail they transport, what matters is the type of carrier they are as determined by the law.
 Indeed, since there only four bush carriers currently hold Part 121 certificates, there may not be enough data to make two meaningful rates for Part 121 aircraft.  

If aircraft-based rates must be used, a much more reasonable approach is to base mail payment on the scheduled aircraft rather than the aircraft actually flown. Instead of a flight-specific rate of pay, a market specific payment could be paid to carriers who agree to blanket equalizations ahead of time. The rate paid in a given market would be based on the aircraft scheduled for use, which obviates the need for flight-by-flight data, since scheduled aircraft are reported. The Postal Service will establish the rate of pay for a market for each one week period (the current pay period and schedule frequency) based on the lowest rated scheduled aircraft in that market for the week. Carriers will have to agree to accept the lowest active rate of pay for the market in advance (a sort of blanket equalization) in order to get mail. (Without blanket equalizations, a carrier might receive mail to which it was not entitled.) If carriers size-up to a lower rate aircraft, there would be an adjustment after the fact; however if carriers size-down to a higher rate aircraft, there would be no adjustment. To close a potential loophole that conflicts with the intent of the law, the available seat capability of the scheduled aircraft should be based on the manufacturer-rated capacity such that carriers cannot modify their aircraft to reduce the seating capacity so as to receive a higher mail rate.

However rates are to be calculated, a number of ratemaking issues must also be considered. Whether air-craft-based rates or class-based rates are implemented, it is essential that all aircraft and carrier costs be included in the calculation of the rates and that they are consistent with the aircraft or carrier receiving the rate payment. In the next section, the Postal Service discusses the need for new base rates and update procedures and other carrier cost issues to be considered in the base rate investigation.

Seventh, a number of new ratemaking issues will arise under the base rate investigation we are to conduct.  There will be a narrow window between when the final data is submitted and when the Department issues an order.  Because this will be an investigation rather than a simple update, we encourage the parties to submit preliminary comments about any potential ratemaking issues before the show-cause order issues.  To assist the parties in their comments and to expedite matters, we will provide a quarterly profile of the bush industry when the data becomes available.

Despite the short time between when the data will be available and when the rates will need to be implemented, completely new base rates must be established using the data the carriers are currently reporting. De-averaging the existing rates or any other method that relies heavily on the existing rates is not acceptable.  New independent rates and an update methodology are essential to make the transition to the tender and payment system possible by the law’s November 2 effective date.  The Postal Service would like to be able to review the proposed methodology once it has been established in order to assist the Department in establishing new base rates and update procedures. The Postal Service stresses the importance of basing the new rates on available ton-miles. If there is going to be a large difference between the new rates and the existing rates, the Postal Service is willing to discuss the possibility of phasing the rates in over time.

Rate Update Based on ATMs

The Postal Service has continually urged that rates to be based on and updates to be performed on cost per unit of capacity, namely available ton-miles for linehaul and tons for terminal, rather than the current block hour and weighted departure methodology. The Department agreed in Order 2001-9-10, stating that if the carriers submit ATM and RTM data in the T-100, it “would be able to update the rate for the bush carriers more accurately and on a basis much closer to how [they] currently update the rate for the mainline carriers.” The Postal Service agrees that the rate should reflect the volume carried (weighting by RTM’s and RT’s), mirroring the way the rates were established for the mainline carriers. However the Postal Service renews its long-standing objection to weighting by aircraft type as done on the mainline side. Given the wide variation within carriers’ fleets, aircraft weighting affords a significant and impermissible opportunity for rates to be manipulated. Weighting unit costs by revenue ton-miles by carrier reduces that possibility, while still accounting for the size of operations of the carriers.

The law requires the Department to review the need for a bush mail rate investigation at least once every 2 years in conjunction with annual updates.  The Postal Service believes that an investigation must be conducted before the November 2 effective date to implement new rates based on cost per available ton-mile.  If rates and updates are not established on a cost per ATM basis, which will allow lower rates for more efficient aircraft, two of the purposes of the Rural Service Improvement Act will not be met. If block hour based rates are retained, the law’s intent to “reduce costs for the Postal Service” (P.L. 107-206, 166 Stat. 910 3002(g)(1)(12)(E)) will be thwarted, and (since it will result in a 121 rate that is higher than the 135 rate), there will be a disincentive for the Postal Service to tender mail to 121 carriers, discouraging the transition to 121 certification and the use of more efficient aircraft. As the Department has acknowledged, that updating the bush linehaul element on the basis of block hours “do[es] not account for changes in size and speed of aircraft used to move the mail,”  and  “continuing to update the linehaul rate by the unit cost per block hour…overstate[s] the rate by ignoring the increased size of aircraft.” (Order 2001-9-10) 
Base Rate Considerations

In terms of the base rate calculation, the Postal Service feels that several cost elements that should be reviewed to ensure that the rates reflect the true cost of transporting mail. First, significant differences between priority and non-priority mail in terms of delivery requirements and boarding priority affect carriers’ costs. Despite that evident fact, the priority weightings established in the last base rate investigation gave both priority and non-priority mail the same weighting (1), while freight received a lower (.75) boarding priority. In the new rates, the boarding priority of non-priority mail must be lowered to that of freight to reflect more accurately the way carriers actually board different types of mail. Separate rates for priority and non-priority mail for bush carriers, as is already the case for mainline rates, will appropriately account for differences in the service that these classes of mail receive.

A number of other inputs used in the initial base rate investigation require updating if the same methodology is to be used to develop the new rates. Mail volumes for priority and non-priority will need to be collected in order to determine the current make-up of mail that serves as an input in the new base rate calculation and the cost of capital and corporate tax rates must be adjusted to more accurately reflect current industry conditions. 
Carrier Cost Inclusions

As the Department has demonstrated by revising the Schedule F-2 to make the reported data more accurate, the inclusion and exclusion of certain cost elements (as described below) are proper when trying to ascertain the true cost of mail carriage in Alaska. The Postal Service encourages the Department to review all inclusion and exclusion issues for all cost elements when developing the new rate structure, including the following. 

First, the cost of passenger insurance must not be included in the rate. Although bypass mail tender will now be based in part on the amount of passenger traffic transported, carrying passengers is not a requirement for mail eligibility, and costs associated with it must not be included in the calculation of the base rate as stately in 39 USC § 5402(k)(1):

"(k)(1)  . . . In determining such rates, the Secretary shall not take into account the cost of passenger insurance rates or premiums paid by the passenger carriers or other costs associated with passenger service.”

The Department has made an effort to ensure the appropriate costs are included or excluded from the calculation of the mail rate by requiring the carriers to submit a revised Schedule F-2 so that hull, liability, and third party liability insurance are listed separately. The Postal Service requests that this issue be re-examined to make certain that passenger insurance costs are not included in the mail rates.

Second, costs associated with transporting perishable freight, such as the costs of freezers and refrigerated holding facilities, must not be subsidized by mail rates. A premise of the bypass mail program is that shippers transport perishables at their own risk. As such, the shippers are responsible for instances of spoilage even though the carriers may choose to absorb that expense Because it is not clear from 14 CFR 298.63 where the costs of freezers and spoilage are to be recorded in the carriers’ Schedule F-2 financial statements, it is possible that these costs have been included in the operational costs used to develop and update the rates. A close examination of the carriers’ costs may be necessary to ensure that this is not the case. Revision of the Schedule F-2 or clarification of the reporting cost categories would ensure that these costs are not included in the future.

Third, costs associated with complying with the Department’s new data reporting and retention requirements should not be included in the rate. Specifically, the Postal Service believes no allowance should be made for the use of new computer equipment, since the use of that equipment should be a normal course of doing business, and that any costs associated with the retention of data which the Department may require is properly allocable to a carrier’s general overhead and should not be attributed solely to the transportation of mail.

Finally, in several markets in Southeast Alaska the Postal Service contracts for highway transportation to pick up the mail from the mainline carriers and deliver it to the post office. During the original rate investigation, as the Postal Service understands the issue, in the instances where the Postal Service performed this work of the air carrier, those costs were not included in the base rate. The Postal Service is unsure whether these costs have over time been worked back into the rate through the update procedure so that the Postal Service is paying for this aspect of terminal handling twice. The Postal Service asks that the Department revisit this concern. 

Eighth, paragraph k(2) [39 USC § 5402(k)(2)] requires that 

“(k)(2) In order to ensure sufficient, reliable, and timely traffic data to meet the requirements of this subsection, the Secretary shall require--``(A) the monthly submission of the bush carrier's data on T-100 diskettes, or any other suitable form of data collection, as determined by the Secretary; and``(B) the carriers to retain all books, records, and other source and summary documentation to support their reports and to preserve and maintain such documentation in a manner that readily permits the audit and examination by representatives of the Postal Service or the Secretary.”

“(3) Documentation under paragraph (2) shall be retained for 7 years or until the Secretary indicates that the records may be destroyed. Copies of flight logs for aircraft sold or disposed of shall be retained.”  

In addition, under this provision, it would appear necessary that all flight logs would have to indicate the aircraft type, the pilot, the entire routing, the day of the flight.  In addition, in order to document the reported traffic, it would appear that carriers would have to retain copies of invoices of passenger tickets and freight bills.  We also request comment regarding other documents that carriers normally produce and can readily retain, as well as less burdensome means for carriers to document their schedule integrity and traffic reported.
The Postal Service supports the Department in its effort to encourage carriers to keep all the records as required by law, but will defer to the carriers to comment on the documentation they normally produce and the least burdensome methods for its retention. The Postal Service will mention, as has been described to the carriers at various general meetings, that for the determination of schedule adherence, data will be collected on a daily basis from the carriers through an electronic data exchange. It may be possible to combine that reporting or share results in an effort to ease the burden on carriers.

We encourage comments on these tentative positions as well as any other issues that the carriers, USPS, or any other party would like to comment on.

Although it was not mentioned in this notice, the Postal Service understands that the Department is considering establishing a new report or procedure for attributing fuel costs. This would seem to have an impact on the base rate investigation and the new rate update procedures being discussed as a result of the change in the law. The Postal Service is open to discussions with concerned parties on the best way to approach the attribution of fuel costs. This would also present an opportunity for the Postal Service to introduce and get feedback on the potential for a new fuel purchasing strategy which makes fuel costs a pass-through separate and apart from the rate-making process. 

Another concern for the Postal Service is the application of composite rates in the presence of multiple bush rates as prescribed under the new law. 39 USC § 5402(a)(8)(B) includes “the lowest bush rate paid to bush carriers in the State of Alaska for the distance traveled from the hub point to the destination point” as one component of any composite rate. In a market where one carrier receives a composite rate (a combination of the mainline rate and the lowest bush rate, either the 121 or 121-19 rate) other bush carriers in that market will have to equalize to that rate regardless of their certification or the aircraft types they are operating in that market. The Postal Service has previously stated that if the composite carrier were already receiving the lowest bush rate, the reduction of costs prescribed by the law would come from eliminating the bush terminal handling payment. However, if the other bush carriers in the market have to equalize to the level of the composite rate, it would not be fair to deny them the cost of terminal handling. A clear solution to this scenario has not yet been determined, but the Postal Service will work with the Department and carriers to resolve this issue. 
The Postal Service looks forward to reviewing the responses of the other interested parties as well as the conclusions and determinations of the Department.  Since all comments will be posted on the Department’s DMS website with respect to these dockets, of which affected parties may receive email notification by signing up for the DMS List Serve (http://dms.dot.gov/emailNotification/index.cfm), absence of other notification will be an inadequate justification for further requests for further extensions.  The Postal Service asks the Department not to grant any further extensions for filing comments beyond the 30-day response period, as delay will compromise the ability of the Department to create new rates and the Postal Service to implement new mail tender as required by law.

Appended hereto are revised lists of postal personnel and their email addresses for use in connection with this docket as requested in the notice extending the date for receipt of comments posted May 16, 2003, and served May 21, 2003.

A courtesy copy of this filing has been sent by email to each address on the list used by the Department for email communications on this docket.
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Sam Young

Transportation Section

St Louis ACT SVC CTR

PO Box 80193

St. Louis MO   63180-9434

Sam.G.Young@usps.gov

Phone 314 436-5259 

Fax 314 436-5283
#345611

James Nawrot

James Nawrot

Transportation Specialist

Commercial Air Operations

U.S. Postal Service Rm 7912

475 L’Enfant Plaza SW

Washington DC 20260-7137

James.A.Nawrot@usps.gov

Phone  202 268-4373

Fax 202 268-5327


#276222

Steve Deaton

Steve Deaton

US Postal Service

4141 Postmark Drive

PO Box 199781

Anchorage, AK 99519-9871

Phone 907-266-3352 

Fax: 907-266-3153

Add:

Manager, Commercial Air Operations

U.S. Postal Service Rm 7912

475 L’Enfant Plaza SW

Washington DC 20260-7137

Phone 202 268-4320 

Fax 202 268-2419

Mara Johnson

Accounting Specialist

St. Louis ACT SVC CTR

PO Box 80193

St. Louis MO  63180-9434

Mara.A.Johnson@usps.gov

Phone: 314-436-6843 

Fax: 314-436-5283



Mainline email list

Replace

James Nawrot (E-mail) 
JNawrot@email.usps.com

with

James Nawrot (E-mail) James.A.Nawrot@usps.gov

John. P. Pickett (E-Mail)
JPickett@email.usps.gov

with

John P. Pickett (E-Mail)
John.Picket@usps.gov (email only; no hardcopy)

Michael W. Mumbach Esq. (E-mail) 
MMumbach@email.usps.gov

with

Michael W. Mumbach Esq. (E-mail) 
Michael.W.Mumbach@usps.gov

Steve Deaton (E-mail) 
sdeaton@email.usps.gov

with 

Steve Deaton (E-mail) 
Steven.R.Deaton@usps.gov

William J. Jones (E-mail)
WJones8@email.usps.com
with

William J. Jones (E-mail)
William.J.Jones@usps.gov

Add:

Sam Young (E-mail)

sam.g.young@usps.gov

Mara Johnson (E-mail)

mara.a.johnson@usps.gov

Debra Castignetti (E-mail)
Debra.J.Castignetti@usps.gov  (email only, not hardcopy)

Docket OST-2003-14694 Bush service list

Delete entirely:

#46434

W P Bennett

#325099

Mike Vandamn

#253920

E Miller

Add:

William J. Jones, Esq.

Senior Counsel

U S Postal Service Rm 6437

475 L’Enfant Plaza W SW 

Washington DC 20260-1136

William.J.Jones@usps.gov

Phone 202 268-3022

Fax 202 268-5389

Michael W, Mumbach, Esq.

Attorney

U.S. Postal Service Rm 6433

475 L’Enfant Plaza W SW 

Washington DC 20260-1136

Michael.W.Mumbach@usps.gov

Phone 202 268-2974

Fax 202 268-5389

Mara Johnson

Accounting Specialist

St. Louis ACT SVC CTR

PO Box 80193

St. Louis MO  63180-9434

Phone: 314-436-6843 

Fax: 314-436-5283
Update:  :

# 342650

Sam Young

Sam G. Young

Transportation  Section

St. Louis ACT SVC CTR

PO Box 80193

St. Louis MO   63180-9434

Phone 314 436-5259 

Fax 314 436-5283
#46435

Manager,  Air Trans Ops

Manager, Commercial Air Operations

U.S. Postal Service Rm 7912

475 L’Enfant Plaza SW

Washington DC 20260-7137

Phone 202 268-4320 

Fax 202 268-2419

#345611

James Nawrot

James Nawrot

Transportation Specialist

Commercial Air Operations

U.S. Postal Service Rm 7912

475 L’Enfant Plaza SW

Washington DC 20260-7137

James.A.Nawrot@usps.gov

Phone  202 268-4373

Fax 202 268-5327

#276222

Steve Deaton

Steve Deaton

US Postal Service

4141 Postmark Drive

PO Box 199781

Anchorage, AK 99519-9871

Phone 907-266-3352 

Fax: 907-266-3153

Bush email list

Delete (duplicate):

Jim Nawrot
JNawrot@Email.usps.gov

Replace:

James Nawrot (Email)
 JNawrot@Email.usps.com 

with

James Nawrot (Email
James.A,Nawrot@usps.gov

John. P. Pickett (E-Mail)
JPickett@email.usps.gov

with

John P. Pickett (E-Mail)
John.Picket@usps.gov  (email only; no hardcopy)

Michael W. Mumbach Esq. (E-mail) 
MMumbach@email.usps.gov

with

Michael W. Mumbach Esq. (E-mail) 
Michael.W.Mumbach@usps.gov

William J. Jones (E-mail)
WJones8@email.usps.com
with

William J. Jones (E-mail)
William.J.Jones@usps.gov

Add:

Sam Young (E-mail) Sam.G.Young@usps.gov

Mara Johnson (E-mail) Mara.A.Johnson@usps.gov

Steve Deaton (E-mail) Steven.R.Deaton@usps.gov

Debra Castignetti (E-mail) Debra.J.Castignetti@usps.gov (email only; no hardcopy)

� Citations to the relevant statute (39 USC § 5402, as amended by Section 3002 of P.L. 107-206, 116 Stat. 910, Rural Service Improvement Act of 2002, and uncodified portions of that Act) have been inserted for ease of references.  The portions of § 5402 subsequent to subsection (g)(i.e., subsections (h) through (s)) become effective on November 2, 2003.   


� Here and elsewhere, the Postal Service uses the term “market” interchangeably with “city-pair” to denote a specific origin to destination route.


� According to § 5402(a), mainline and bush carriers are defined as meeting the payload capacity requirements of subsection (g)(1)(D) of up to 7500 pounds for bush and over 7500 pounds for mainline.





