USPS Reports to Congress on Public Law 108-18

Ralph Moden

Senior Vice President, Government Relations
Ralph Moden discussed legislation adjusting the potential overfunding of the CSRS pension fund.  The legislation resulted in a near-term “savings” for the Postal Service, which is being applied to debt reduction for two years and delays a rate increase in the third year.  After 2005, however, the “savings” must be captured through the rate process and be held in an escrow fund unless directed otherwise by Congress.  The legislation requires a report from the Postal Service on how the “savings” should be used.  

Concerning the escrow requirement compliance with the Act will require that the financial burden of the escrow be included in the next rate case.  Therefore, the Postal Service has recommended the elimination of the escrow requirement and the corresponding need to increase rates to cover it.  If the Postal Service must fund the escrow and pay the military retirement costs, this alone would require a rate increase of 5.4%, over and above any increases that would be related to normal operating costs and inflation .

The new law also requires the Postal Service to pay the $27 billion military service costs of CSRS covered postal employees and retirees.  The Postal Service has objected on the grounds that 90% of the military service was performed before 1971, before the Postal Service existed;  and no other federal entity is being asked to consider such a payment.  The Postal Service has offered a proposal calling for the elimination of the military service contribution by the Postal Service and redirecting payments to cover the prefunding of employee retirement health benefits.  While this proposal would have an additional rate impact of 1.5% - 2% above and beyond normal operating costs and inflation, it would address a substantial long-term financial obligation.

Under the legislation, Congress may “revisit” the new law once GAO has submitted an analysis of the Postal Service’s proposal on “savings” as well as those from the Postal Service, Treasury and OPM pertaining to responsibility for funding the costs associated with military service.  The GAO report is due to Congress at the end of November  for both the “savings” and military issue.  On the “savings” issue, the Act calls for further congressional consideration within 180 days following the submission of the GAO report.
