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RESPONSE TO SUPPLEMENTAL COMMENTS OF
THE NEWSPAPER ASSOCIATION OF AMERICA
(March 13, 2009)

The Newspaper Association of America (“NAA”) filed Supplemental Comments dated
March 6, 2009. Valpak Direct Marketing Systems, Inc., and Valpak Dealers’ Association,
Inc. (hereinafter “Valpak™) submits this response to NAA’s Supplemental Comments

NAA'’s Supplemental Comments criticize the prices selected by the Postal Service for
High Density and Saturation flats, asserting a violation of 39 U.S.C. section 3622(¢) and its
limitations on workshare discounts. NAA disagrees with the Postal Service’s position that the
difference between High Density and Saturation mail is not worksharing, but density (and, in
the alternative, that even if it were worksharing, it was justified under subsections
3622(e)(3)(A) and (e)(2)(D)).

The Commission expressly determined that “shape” is not a matter of worksharing in
Commission Order No. 43 (Docket No. RM2007-1, Oct. 29, 2007, p. 42), but it does not
appear that the “density” issue has been litigated such that it would generate a comparable
Commission ruling. The issue was not litigated in Docket No. ACR2007, although the

Commission’s Annual Compliance Determination contained a table which reported

passthroughs by density tier, but which had no effect on rates. Docket No. ACR2007, Annual



2

Compliance Determination, Table VII-D-4, p. 96. When the matter has arisen even
peripherally, the Postal Service, Valassis, and Valpak have explained why the Postal
Accountability and Enhancement Act (“PAEA”) limitations on workshare discounts are not
relevant to price differentials based on density.'

NAA disagrees with the Postal Service, Valassis, and Valpak®, and would have the
Commission read 39 U.S.C. section 3622(e)(1) to add the word “density” where it does not
appear:

The term “workshare discount” refers to a rate discount

provided to mailers for the presorting, prebarcoding,

handling, or transportation of mail, as further defined by the

Postal Regulatory Commission under subsection (a). [Emphasis

added. ]
Needing to find cover for its position in some statutory language, NAA would have the
Commission expand the meaning of “presorting” to include “density” — even though they are
very different concepts.

NAA asserts that the “Commission for nearly 20 years repeatedly and consistently has

treated the difference between High Density and Saturation flats as a presort worksharing

1

See, e.g., Docket No. R2006-1, Valpak Comments on Notice of Inquiry Nos. 2
and 3 (Aug. 17, 2006); Docket No. ACR2008, Valpak Direct Marketing Systems, Inc. and
Valpak Dealers’ Association, Inc. Suggested Questions for Discussion At the Technical
Conference of January 26, 2009, or in the Alternative, Motion for a Commission Information
Request (Jan. 21, 2009), p. 4; Docket No. R2009-2, Comments of Valassis Direct Mail, Inc.
and Saturation Mailers Coalition (Mar. 2, 2009), pp. 5-9; Docket No. R2009-2, Postal Service
Response to Chairman’s Information Request No. 4, Question 7 (Mar. 4, 2009).

2 Although the issue has been addressed by NAA and Valassis within the context
of Saturation flats and High Density flats, an erroneous decision as to the scope of workshare
discounts eventually could spill over into Saturation letters — which are sent by Valpak.
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discount....” In support of this broad assertion concerning events of the last two decades,
NAA cites only the Commission’s Annual Compliance Determination in Docket No. ACR2007
(Mar. 27, 2008), discussed supra, and a nine word extract from Order No. 66, p. 35 (Docket
No. R2008-1, Mar. 17, 2008) which is in no way supportive of NAA’s view.

In fact, under the Postal Reorganization Act of 1970, the Commission recognized
various cost differences in its rate design, but that does not mean that “for nearly 20 years” all
of those cost differences would be associated with worksharing under the definition established
by Congress in the PAEA. NAA asserts “Congress codified those decisions in enacting the
PAEA,” but certainly NAA could not be arguing that PAEA, which was signed into law on
December 20, 2006, “codified” the Commission’s language written in March 2008, more than
a year after the current law was passed.

NAA ignores the language of PAEA which requires the Commission to first determine
that the “rate discount” is being “provided ... for” “presorting, prebarcoding, handling, or
transportation of mail.” (Emphasis added.) It has been clear for years that the Postal Service
offers lower rates for Saturation mail in part because of non-worksharing reasons — such as
the fact that Saturation mailers have mailing alternatives that High Density mailers do not
have, because of their density, and those demand factors are being reflected in rates.’

Moreover, a rate discount offered for presorting is a workshare discount, but density is

”»

not identical to “presorting.” Density correlates with cost differences not only here, but

elsewhere, but not all such differences are worksharing under PAEA. For example, a cost

} See, e.g., Postal Service Response to Chairman’s Information Request No. 4,

Question 7, at 15.
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difference exists when mailers use pallets for flats, as opposed to sacks. However, use of
pallets requires a minimum density. A Pandora’s box would be opened if the Commission
were to expand the PAEA definition of worksharing to include cost differences that can arise
only when mail reaches a certain density.

The Commission is charged with the duty to apply PAEA, and PAEA limits
worksharing to where a “rate discount” is being “provided ... for presorting, prebarcoding,
handling, or transportation of mail.” The rate discounts for Saturation and High Density mail
are not being offered for reasons of worksharing done by the mailer, density is not
“presorting,” the limitations of 39 U.S.C. section 3622(e) do not apply to pricing differences
between Saturation, High Density, and Basic flats (or letters), and objections raised by NAA
are not well founded.
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