To: MTAC Nonprofit Work Group Participants

From: Amy Gotwals, Alliance

Re: Minutes of last meeting

Ashley Lyons and Joe Moeller at USPS prepared the following minutes from our 

last meeting.  They follow in the text of this e-mail.

Nonprofit Cost Meeting - MTAC - April 21, 1999

Minutes
Introduction of Participants
Review of Data
--History of Rate Changes for Commercial and Nonprofit

      --Are data available for cases prior to R94?

      --Can data be disaggregated for automation, presort, and carrier route?

--Review of Revenue Forgone Reform Act

--Nonprofit rates driven by costs and commercial markups

--Review of Attributable Costs since FY91

      --Nonprofit costs considerably lower than commercial, but difference is 

        narrowing

      --Does mail mix (variation in dropship, shape, presort, automation, 

        origin/destination, usage of special services) explain the lower cost        

        for nonprofit?

--Review of Costs by Rate Category

       --Nonprofit consistently lower, even within rate category, diminishing 

         the "mail-mix" explanation

       --Explanation of modeled costs vs. CRA costs and the "tie-back" of the 

         models to CRA (Can we have a cost expert explain the methodologies    

         involved?)

--Other Cost Observations

      --Investigation might determine that faster growth in measured costs 

        for nonprofit:

             *is due to mail mix changes

             *reflects more accurate cost measurement systems, improved 

              methods

Information Needs:
--Costing Practices

      --IOCS Sampling

      --Models for calculation value of worksharing

--Mailer Practices

      --Any changes in practices over the past few years?  (Density of 

        mailing, automation usage, etc.)

      --Does USPS Operations have any insight into mail preparation 

        particular to nonprofit?

--Operational Practices

      --Any USPS changes that would explain cost changes, differences?

Next Steps:
*Meeting scheduled for June 9 at USPS HQ,  9am-3pm, Room 1P619

*Cost representative and operations representative will be included

June 15, 1999

To: MTAC Nonprofit Issues Work Group

From: Amy Gotwals, Alliance of Nonprofit Mailers

Re: Minutes of June 9 meeting

Nonprofit Meeting - MTAC - June 9, 1999

Minutes:

Introduction of Participants

Edwin Schmidt reviewed the purpose of the group and asked for attendees to 

introduce themselves.  Ashley Lyons provided a preview of the day's activities. 

Cost Attribution Presentation

Jeff Colvin, Manager of Cost Attribution, discussed the various cost systems 

employed to determine the costs of the subclasses.  He described the cost 

segments and their components, and explained some of the methods used to 

spread these costs across the subclasses.  The participants had numerous 

questions regarding the systems, particularly the In-Office Cost System, and 

their general impact on nonprofit mail.  It was noted that the cost 

attribution exercise is a major determinant of the level of overall rate 

increase, or decrease, that a subclass might incur.  This is especially true 

in nonprofit, since the markup (the other major determinant of the rate level 

change) is guided by the Revenue Forgone Reform Act.  Jeff noted that 

although much of the costing methodology is widely accepted by most parties, 

there are a few contentious areas.  A participant made a recommendation that, 

in the time period between rate cases, the leading cost experts from the 

industry be invited to participate in an effort to reach consensus on these 

issues so as to minimize the contentiousness during the 10-month rate case 

process.  While consensus of the resulting cost figures might not be 

achieved, at least there would be a common ground on which all parties 

agreed.  

Marc Smith presented the latest cost data and compared it to previous fiscal 

years.  He offered possible explanations for the changes in costs over the 

years, and the group discussed a number of issues regarding the nature of 

nonprofit mail that could affect its costs.  Marc also fielded a number of 

questions regarding the underlying data.

Worksharing Discount - Cost Models Discussion

Sharon Daniel described the cost studies that are performed to assist in the 

establishment of worksharing discounts.   These studies do not impact the 

overall increase for the subclasses, but do influence changes by rate cell.  

As an illustration, Sharon described the mailflow model for Automation Basic 

Letters.  The model is the same for commercial and nonprofit, however, some 

of the inputs can be specific to the type of mail (commercial or nonprofit).  

For example, productivity for sortation operations in the model is not 

available separately for nonprofit and commercial since the mail is generally 

processed together.  However, inputs such as mail mix (for instance, the 

percentage of 3-digit vs. 5-digit in the 3/5-digit tier) can be distinct for 

nonprofit and commercial since mail characteristic data are available 

separately for nonprofit and commercial.  Sharon also explained the procedure 

used to tie the findings of the models back to CRA.  

Mailer Concerns

Michele Denny and John Sadler joined the meeting, and Edwin Schmidt expressed 

a number of concerns of mailers regarding acceptance and eligibility issues.  

He stressed that frustration is building, and warned that something needs to 

be done to help alleviate it.  Michele and John acknowledged some of the 

problems and outlined efforts underway to ameliorate them.  Michele also 

recommended that mailers inform her or Ken Hunter, as applicable, if there 

are particular instances that should be noted.  Michele said that there are 

procedures in place that should avoid some of the situations described, but 

unfortunately, there may be occasions when there may be lapses.         

Operations Issues

Linda Kingsley, Manager, Operational Requirements, provided insight into 

several operational issues, including mail characteristics which make pieces 

more, or less, compatible with automated processing.  She also discussed the 

future of flat mail processing.

Next Steps 

It is expected that re-establishment of the Nonprofit Advisory Panel would 

help alleviate some of the difficult eligibility and content issues.  If such 

a group is re-established, the issues could be removed from the business of 

this MTAC workgroup.  

The cost discussions helped form a general understanding of the cost systems. 

Since the FY98 data were just distributed, the participants have not had a 

chance to absorb the implications, or form questions about it.  The next 

meeting will provide an opportunity to ask these questions.

The next meeting is scheduled for July 21 at 9am at USPS Headquarters.  The 

room will be determined later.  The general MTAC session begins at noon.

