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The undersigned Consolidated Carriers (“Carriers”) hereby Answer various Comments and Responses of the United States Postal Service, Arctic Transportation Services and Peninsula Airways with respect to Linehaul mail rates for Intra-Alaska Bush Service as set in Orders 2004-3-34, 2004-6-3 and 2004-6-4.  To the extent that this Answer may not be specifically authorized within the text of each Order, the Carriers request leave to file an otherwise unauthorized document.  This unified Answer addresses all issues of interest to the Carriers pertaining to linehaul rates raised by the various parties, and is filed in a timely fashion.  This Answer is vital to the complete analysis of the linehaul rates, and addresses several issues raised for the first time by the Comments of other parties.

INTRODUCTION
The rates set in the referenced Orders represent the first effort since the passage of the Rural Service Improvement Act to set linehaul mail rates for all categories of carriers defined in the Act.  Many of the complaints about the new rate structure relate to the application of the new techniques involved in setting three separate linehaul rates using a pool of carriers that sometimes operates more that one type of service.  Others relate to whether the data used are accurate and sufficient to support to conclusions reached by the Department.  To a great extent these comments reprise issues raised in Order 2003-10-10 concerning the implementation of the provisions of the Act.  As was the case in 1982, implementing a new rate raised some questions about data and application and method.  As time passed these issues were clarified.  In 2003, the Carriers warned about the difficulty of applying market shares based on data before the passage of the Rural Service Improvement Act, and also suggested delaying setting a new rate until there was more experience with the T-100 reporting process and the expenses reflected the new distribution methods.  The Postal Service argued against each of these concerns, and pressed for the most rapid schedule of activation possible.  Now the Postal Service questions the accuracy of some of the elements of some carriers, and argues that key parts of historic rate making methodology should therefore be ignored.

The Carriers agree that the most accurate data should be used, but believe a more than acceptable level of accuracy has been achieved.  Moreover, thanks to the yeoman efforts of the Bureau of Transportation Statistics, air carrier reports are becoming ever more accurate and consistent.  The concerns raised by the Postal Service are the same that were raised in 1982 after the first proposed multi-level, multi-element intra-Alaska service mail pay rates were proposed.  It must also be stressed that within a group of 25 disparate carriers there will be significant differences in accounting and operation.  In some cases it is not even clear whether it is the data or the analysis that is in error.  All of the issues of data accuracy and correct methodology have been thoroughly discussed, and with these filings the Department has a sufficient basis to set fair and equitable mail rates.  While all parties have suggested different areas of additional study, the Department has a solid basis to apply each and every element of traditional mail ratemaking methodology.

It must also be stressed that the new bush mail rate methodology is patterned after the well proven mainline mail rate structure.  In the mainline case, the statistics are taken from T-100 segment and market data, and the expenses from a breakdown in costs similar to the F-2 organization.  In the mainline case, the Department ordered additional data to address specific cost causative issues, and additional reporting could well help answer some of the remaining questions in the bush rate.  The most essential point is that the Department should follow the ratemaking methodology used in the mainline rate, and include all elements used therein.

The Consolidated Carriers herein answer the Comments of the Postal Service and various air carriers.  Rather than file multiple Answers, this unified Answer address all issues raised in the linehaul rate Comments.  The Postal Service addresses three elements in two or more of their responses, and these will be addressed first.  Specific elements unique to a particular Answer will be addressed in turn.

RATE OF RETURN

The rate of return element consists of a profit margin based on equity, an allowance for interest on debt, and provision for taxes.  This element does NOT include any reflection of change in costs over time, or projection to future levels.  Like all other input expenses, it is a snapshot of a past period.  

As it did in 1982, 1986 and 1988, the Consolidated Carriers continues to believe that the rate of return allowance set by the Department is inadequate and does not fairly compensate carriers for their risks and expenses.  There is, however, no new evidence to indicate that the rate of return allowance should be changed as a result of the Rural Service Improvement Act.  While the Department is free to reinvestigate the correct level for the rate of return, it cannot alter the rate until factual findings have been made.

CIRCUITY

The Postal Service argues against the use a circuity factor to adjust the mail rate calculation from as operated mileage for each carrier to nonstop mileage (on which rates are paid).  These arguments fail on the basis of consistency, and because the arguments about circuity being a “business decision” are clearly false.

The linehaul rates are based the division of linehaul related expenses by units related to the amount of traffic that generate those expenses.  Mail rates are paid on the basis of the nonstop miles in a market, regardless of how air carriers actually transport the mail.  The Department, following long established practice, determines the average cost per revenue ton mile based on actual routings from segment data reports.  This results in the relevant costs being divided by a higher factor than the number used for payment purposes.  Anything that increases the value of the denominator (traffic) reduces the unit costs.  The circuity factor simply adjusts the rate computed with a larger denominator for the application to the lower mileage payment method.

The adjustment makes the method of cost calculation consistent with the method of payment.  Another way to assure consistent treatment of expenses and revenue is to divide the linehaul related expense by weighted revenue ton miles based on the nonstop origin and destination distances, and then apply those rates to the nonstop miles in the market.  Because multiplication is commutative, the resulting mail rates would be the same, but perhaps the use of consistent market mileages would be more palatable to the Postal Service.  The circuity adjustment factor is required because the method of calculating the expenses is inconsistent with the application of the rates.  As is the case with the Capacity Related Expense markup, the Postal Service favors computing the rate using the largest possible denominator, but using a much smaller multiplier to apply the rates.  The circuity factor is applied “for the first time” (Postal Service Comments on Order 2004-6-3, page 13) because in previous rate cases the nonstop mileage base was used to determine costs because bush carriers did not provide segment data at that time.

The Postal Service has argued that multi-stop, multi-destination flights are a “business decision”, and now adds two new arguments.  The Postal Service claims that carriers operate circuitous routings because that is what is preferred by other categories of traffic, and therefore increases mail rates.  This argument does not withstand even superficial examination.  The characteristics and market preferences for freight are virtually identical to mail, and freight is a much smaller portion of the traffic.  The argument that mail routing is controlled by freight is fatuous.

This leaves the argument that passenger traffic prefers multistop routings to nonstop routings.  This argument does not even pass the basic “laugh” test.  Indeed, airlines that carry a lot of passengers have lower circuity factors than carriers that carry fewer passengers.  One answer to the Postal Service complaint is to use weighted revenue ton miles based on nonstop market mileages rather than on-board segment mileages.  This is consistent with previous bush rate methodology, and eliminates the question of circuity.

The Postal Service argues that the wide variation in circuity factors should preclude using any circuity factor.  The Postal Service notes that there are two carriers with factors that “seem excessive” and three carriers having circuity factors that are impossibly low.  Because there are data that the Postal Service thinks are too high or too low, they request that no circuity factor be assigned.  As stated above, the Consolidated Carriers agree that reporting can be improved, particularly in the area of identifying expenses related only to the handling of mail or unique requirements of the Postal Service.  This is not a reason to exclude the effects of circuity.

The Postal Service arguments, however, are an ironic echo of arguments made by the Carriers even before the implementation of the new mail distribution methods and mail rates.  The Carriers argued that implementation of the R.S.I.A. should be delayed until carriers had one year of experience subsequent to the passage of the law.  This would give all carriers an equal footing in competing for market share, and would not rely on traffic share data for periods prior to the passage of the Act.  Similarly, the Carriers argued that the rate adjustments should be delayed because they would be based on the T-100 reports which were new and untested during the data test period.  The suspicious data argument of the Postal Service is disingenuous.  The Postal Service alone pushed for rapid application of R.S.I.A. distribution methods, and insisted that the Department develop new mail rates even if those rates were based on costs and operations before the Act was implemented.  Reporting accuracy may need to be improved, but having some carriers with higher than average circuity and some having lower than average circuity is not a justification for eliminating the class rate correction for circuity.  Again, the simple way to eliminate any question of conflict between segment and market data is to use market data alone for establishing unit costs.  The segment data would only be used to portion of total hours and costs for each aircraft type were used in each type of scheduled service.

The Postal Service says, “[it] is not convinced by the Department’s explanation of the trade off between circuity and load factor.”  It calls the explanation conceptual and impossible to know empirically.  It questions whether circuitous routings are more beneficial to the Postal Service [in terms of costs] than direct, turnaround service.  This is the old tobacco company scientist argument that we cannot assume that smoking is detrimental to health because we cannot quantify and perfectly explain how smoking is bad in each and every individual case.  

In the real, non-conceptual world, the best example of the value of circuitous routings versus direct, turnaround service for mail delivery is the Postal Service itself.  Mail delivery by the Postal Service is based on a circuitous routing covering numerous (sometimes into the thousands) of separate addresses on a single delivery route.  For example, the physical location of MTC in metropolitan Redmond, WA is in ZIP code 98052-6054.  Using the most direct street routing, the center of this ZIP code is 4.3 miles from the Redmond Post Office from which the delivery is dispatched.  Delivering mail to the specific street address for MTC requires a round trip of 8.6 miles.  

The delivery route which includes MTC’s physical address covers a total of 15 as driven miles (175% circuity) and 551 separate addresses.  As with air carriers, the Postal Service assigns larger vehicles to cover large addresses.  My neighbor Microsoft gets multiple daily deliveries with large delivery trucks, while MTC gets a single delivery in the smallest delivery vehicle.  As with bush service, the Postal Service determines its equipment and routings by the volume and most efficient routing.  Interestingly, all addresses in 98052-6054, and on the entire Letter Carrier route, are actually closer to the hub Post Office at Bellevue-Crossroads, ZIP code 98008.  That Post Office is only 2.1 miles way, or less than half the distance to the Redmond hub Post Office.  This is not a criticism of the Postal Service delivery scheme, just an illustration that there are a number of factors defining efficient distribution.  Despite the fact that my Letter Carrier drives twice as far as necessary to deliver my mail, the Postal Service still insists that I pay the full 37 cents for a one ounce letter.

Another factor in determining routings is the unique service standard imposed by the Postal Service.  For non-priority mail, a carrier must offer at least three flights a week regardless of the mail volume or size of the market.  For priority mail, daily service at a beneficial time is required.  Postal Managers in Alaska have at times even advised carriers to make all stops on their flight schedules, even if there was no mail for a point, or risk being removed from tender for unreliable performance.  This is analogous to requiring Letter Carriers to stop at every mailbox, open and close it, even if there is no mail for that address.

One hopes that the Postal Service considers itself an efficient and well managed organization.  The fact that it uses the same delivery model as the bush air carriers, even having more stops and greater circuity, undercuts the argument of inefficiency.  Finally, the well accepted and proven concept that class rates encourage greater efficiency should be proof that an entire industry is not operating less efficiently than it can.

COST ESCALATION
The Postal Service misquotes the Rural Service Improvement Act when it requests exclusion of cost escalation factors for bush carriers.  The Act does NOT direct establishing a new base rate every two years; it says the Department should consider a new rate two years as part of its annual update procedure.  The law does not require new base rates, but it specifically requires annual rate updates.  In setting the three base rates and the terminal charge, the Department excluded an escalation factor to transform historic costs into levels applicable to the period to which the rates would be applied.  The Department had always applied cost escalation in bush rates, and continues to apply cost escalation in the mainline mail rate case.

The Postal Service proposes that mail rates only be set every two years, and that historic costs should be used to set future rates without adjustment.  Clearly this is contrary to the law that requires annual updates, but it is also contrary to the rate setting method the Postal Rates Commission uses to establish postage rates.  As a part of the methodology used to set postage rates, the Postal Rates Commission uses projected costs for the duration of the application period.  The Commission doesn’t use historic costs, as the Postal Service proposes for the carriers, it doesn’t even use current costs, it uses projected costs which are based on experience combined with forecast cost level changes.

Finally, the Department is required by law to set rates that are compensatory for the costs experienced by the carriers during the applicability of the rate.  Unless the Department is willing to set retroactive rates, the only way to provide a compensatory rate is to include a reasonable cost escalation factor.

ANSWER TO “RESPONSE TO MAY 10, 2004 COMMENTS OF THE CONSOLIDATED CARRIERS”

While a four month delay is responding to Comments is possibly the most overdue document in the history of the Mail Rates Case, the Carriers have no objection to this filing.  The Response does make a number of factual errors, and those cannot be left uncorrected.

Goal of Ratemaking

The Postal Service tries to refute the point of the Consolidated Carriers history of mail ratemaking in Alaska.  The Postal Service says that there were no overlapping operations because there were only mainline carriers.  While all of the certificated carriers did operate what is now called mainline service, both Alaska and Wien also operated what is now called bush service using their own aircraft and pilots.  In the 70’s, these carriers began to transfer operations to independent air taxis.  None-the-less, when mail rates were set the costs of all operations, including the payment made to the subcontracted carriers, were included in the service mail rate for each carrier.  

The more important point missed by the Postal Service is that the Civil Aeronautics Board concluded that mixing costs and operations from disparate services was both incorrect and unlawful.  In Order 82-5-73, which set up the first multi-element multi-level rate structure, the Board stated, “This investigation, as we stated earlier, was instituted because we believed that a single, systemwide service mail rate in Alaska overcompensates carriers for providing mainline service, which could result in excessive levels of mainline service, and undercompensates them for the costs of providing bush service, which could result in insufficient levels of bush service.  This premise has not been disputed by any of the parties [including the Postal Service], and we have proceeded with our plans to implement separate rates for mainline and bush service.”  (at page 5, mimeo)  

The nexus of the entire new rate structure, indeed the reason the new rate was initiated, was to base mail service pay rates on the specific types of operation involved in mail carriage.  The Order specifically excluded mainline routes from the calculation of bush rates, and excluded bush routes from the calculation of mainline rates.  From Day 1, the Civil Aeronautics Board determined to base mail pay rates of the costs of the operations actually involved in that class of service.  Mainline routes cannot be used to determine bush rates, just as wheel plane operations cannot be used to determine seaplane rates.

The Postal Service contends that the intra-Alaska rate was set not because the operating characteristics of the service were different than lower-48 service, but that the general cost levels were higher.  Over the years, the Board and the Department have recognized several specific characteristics that affect cost structure that are unique to Alaska.  Unlike the lower-48, and substantial portion of the mail is carried on the main deck or in the passenger cabins of aircraft (both mainline and bush).  Unlike the lower-48, there is a substantial disparity between the volume of mail outbound from a hub and inbound to a hub.  Unlike the lower-48, the volume of mail in relation to passenger traffic is much higher because of the lack of surface transportation infrastructure.  Unlike the lower-48, a substantial proportion of mail transported by air is non-priority.  As a result, unique weighting factors had to be assigned and different costs established.

If the only difference was the level of costs, the Board would have done what other Federal agencies have done and apply a regional cost of living escalator.  This technique was used by the Board in adjusting Local Service Class Rate Subsidy levels.  As was the case in the separation of bush and mainline mail rates, the purpose of the rate investigation was to match mail rates to the unique operating characteristics within the State of Alaska.

Definition of Seaplane Rate

The Carriers agree that the list of points where only water landings are available is not cast in stone.  The Carriers simply want to have a list of water points maintained so that application of rates is clear.  One example of disagreement is Craig, Alaska.  As shown in the Alaska Supplement to the Airport/Facility Directory of the F.A.A., Craig is listed as a water point (Alaska Supplement effective June 10, 2004, page 69).  Postal managers, however, have argued that Craig is a few miles from Klawock, and Klawock is served by a land airport.

It must be stressed that the goal of the Rural Service Improvement Act is to insure high quality passenger and freight service.  Craig and Klawock are separate points, served by different roads.  Passengers ticketed for Craig expect to land at Craig, and freight consignees at Craig shouldn’t be forced to go to Klawock to pick up their shipments.  The proper rate for mail destined for Craig is the seaplane rate.

Computation of Seaplane Mail Rates

The argument that the R.S.I.A. only requires that rates be set based on data from carriers operating a particular class of equipment, not actual operations in scheduled mail service, is factually incorrect and has previously been rejected by the Department.  As stated above, the operating cost characteristics of scheduled mail service are often quite different from non-scheduled or non-mail operations.  

In 1991, the Postal Service argued that “the Department’s efforts to assure fair and reasonable intra-Alaska mainline mail rates were handicapped by the failure of Markair to separately account for and report its interstate and intrastate terminal expenses…” (Postal Service Reply to Answer of Markair, Inc. to Order 91-10-31).  The Postal Service argued that there were systematic differences between intra-Alaska and lower-48 operations for both Markair and Alaska Airlines, and that the two carriers had systematic differences between them as well.  When the Department ordered detailed information from Markair, it found that the intra-Alaska mail operations of Markair had lower cargo terminal costs than their system as a whole for all services.  Markair argued that all of its intra-Alaska operations should be used to set rates, not simply those involved in scheduled mail transportation.  The Postal Service argued for inclusion of only mail specific service.  The Department found in that instance, as it has consistently found, that only operations involved in the scheduled transportation of mail under a specific class should be used to determine mail rate elements.

It should be noted that the Carriers did include the operations and costs of Iliamna, but weighted them at zero because it did not carry any class rate mail.

The Carriers are not sure of the basis of the claim that it proposes to revise the methodology of ratemaking “to scale the total linehaul cost of each carrier by their percentage of revenue block hours in mail service, as opposed to passenger service.”  Consistent with mainline decisions, as well as prior decisions in this docket, the Carriers simply excluded the operations in non-mail service, and reduced the direct operating expenses by the same amount.  In all cases system average costs were applied, and the weighting of different carrier costs was based on their share of mail transported pursuant to the bush mail rate.  This is consistent with the methodology used in the mainline case, and is consistent with the findings of the Department and Board over the years.

The issue of correcting segment data reports was not simply a matter that the appropriate suffix to the aircraft code was not used in submitting data.  The problem was that the seaplane aircraft code suffix (4) did not exist until some time after the beginning of the period used to analyze mail rate costs.  The corrections made by the Carriers are a one time correction.  Currently all carriers report their aircraft codes correctly.  As a point of clarification, the Department should direct carriers to report mail contract flights under the “L” or “P” designation, not “F” or “G”.  This will assure that future data will not need to be adjusted to remove inappropriate operations.

Arguments relating to the Capacity Related Expense markup are addressed above.

Inclusion of Taquan Air Service Cost Data

Obviously the Department should calculate on its own each of the elements used in setting the seaplane linehaul rate proposed by the Carriers.  Subpart G of 14CFR302 requires a carrier to quantify its rate arguments, and include the results for all carriers in the class.  The Carriers provided to the Department and the Postal Service a CD-ROM containing all base data, and rate calculations upon which its arguments are based.

Difference Between Creation and Application of Rates

The Postal Service contends that there is a difference in the data and methodology used to create a rate and those used to apply a rate.  Apparently this argument is made to support using non-mail service to determine the costs of mail service.  The Department and the Board before it has strictly limited data used to those operations involved in the rate or service being examined.  This applies not only to mail rates, but subsidy rates as well.  Only the operations, including revenue, service characteristics and expenses, associated with a particular point are used to determine the subsidy need for that point.  Operations of other service are irrelevant and have always been excluded.  There should be no difference between the data and methodology used to create and apply the rate.

COMMENTS ON ORDER 2004-6-4 BUSH 135 SERVICE RATES

Data Exclusion
The data excluded by the Department was for services not covered by the mail rates in question, and are of a different character from mail service.  These services were correctly excluded, and should be excluded in all future mail rate settings.

Capacity Related Markup (accounting differences, size of carrier)

The Postal Service questions the validity of the Capacity Related Expense markup methodology because of the wide variation in markup rates among the carriers.  Carriers are directed to apply costs based on the predominant application of a particular expense.  Previously the Department has tried to have carriers allocate a single expense into various categories based on carrier judgment, but that did not improve accuracy or consistency.  The difference in markups often results from owner/managers filling more than one role but have their compensation come from a single source.  If the owner is also a pilot, the relationship between flight operating expense and capacity related expense depends on which expense account gets credited.  Another element that affects many owner/managers is whether the company generates enough profit to pay a compensatory salary.  The fact that there is variation in the markup rates from carrier to carrier is not a sign that the data are unreliable.  Indeed, different operations should have different markup rates.

Return and Tax Allowance 
The Carriers have consistently argued that the risk factor (variability of profits) of bush carriers is much higher than for mainline carriers (particularly under the terms of the Rural Service Improvement Act).  The Carriers contend that the average interest rate paid by bush carriers is higher than that for mainline carriers.  The Carriers have documented that bush carriers are more highly leveraged than mainline carriers, having a larger debt to equity ratio.  If the Department wishes to reopen the issue of a compensatory rate of return and markup factor, the Carriers will be an active participant

Mileage Taper 

The Carriers agree with the Postal Service that there is no reason to apply a mileage taper rate to the Part 135 rates (wheel and seaplane).

COMMENTS ON ORDER 2004-6-3 BUSH 121 SERVICE RATES

Relating to the Postal Service arguments concerning circuity, return and tax markup and cost escalation, the comments above apply to the Part 121 linehaul rate as well.  

The Postal Service says it believes in the value of a class rate structure with equal payments for all members of the class in a given market.  Like some other parties, however, it proposes to eliminate certain elements of the class rate, exclude data, or alter analytic methods.  Some members of the class, it seems, are more equal than others.

Most of the arguments raised by the Postal Service simply repeat arguments made earlier.  The Carriers stands by its previous positions.  There are some new contentions raised that are incorrect.

The contention that Peninsula Airways is the most efficient Part 121 carrier in Alaska is probably untrue.  The Postal Service comparison is made between the cost per revenue ton mile for Frontier Flying Service and Penair.  The cost for Frontier is based on a much shorter average length of hop than Penair, however.  If the cost curve shape defined in Order 2004-6-3 was adjusted to cross Penair’s system average costs at its system average hop, the entire curve for Penair would be above the cost curve for Frontier.  Market for market, Penair has higher costs than Frontier.

The Postal Service raises the issue that the Part 121 operations over which Penair transports 75% of its mail are excluded from the rate base.  Aside from the fact that these are not bush operations, it is noteworthy that this 75% of the mail in question is not actually tendered to Penair.  This mail is actually tendered to Alaska Airlines, for whom Penair is the code-sharing partner.  If Penair operated this service solely under its own designator, it would be specifically excluded from mail tender pursuant to the provisions of the Rural Service Improvement Act.  Compensation for this mail is paid to Alaska Airlines at mainline mail rates.  Compensation paid to Penair by Alaska Airlines is subject to their code-sharing agreement.

The Postal Service complains that the Part 121 mail rates are set on the basis of the cost of a single carrier in each case.  That fact is inevitable when there is no head to head competition by Part 121 carriers.  No 121 carrier competes with Era at Bethel.  No Part 121 carrier competes with Frontier at Fairbanks, Galena, Nome or Kotzebue.  There is no Part 121 competition for Penair over its bush routes out of Anchorage.  The argument, however, illustrates the basic fallacy of nearly all of the Postal Service objections.  The Rural Service Improvement Act anticipates and strongly supports competitive Part 121 bush service.  The rate methodology must coincide with these goals, even if there is no competitive service today.  The Postal Service has demanded new rates; it just doesn’t like the rates that result from the current reality.  While the current Part 121 rates for non-STOL service are significantly lower than Part 135 rates, apparently they are not low enough to satisfy the Postal Service.  The alternative is to restore the single bush rate level for Part 121 service and wait until there are more 121 carriers and direct head-to-head competition.

THE PURPOSE OF A CLASS RATE
The Postal Service appears to support the concept of a class rate on the grounds that it encourages the most efficient operations within an industry.  There is a second justification for a class rate that is increasingly important under the terms of the R.S.I.A.  In Order 82-5-73, the Board stated, “We felt that the [Airline Deregulation] Act’s strong procompetitive mandate required the establishment of a more cost-oriented rate structure which would close gaps between rates and costs and make bush markets more attractive to actual and potential competition.” (at page 2)  In short, the Board determined that establishing class rates closely based on the actual costs of service in a particular category of operation is pro-competitive.  

Some parties have praised the concept of the class rate, while asking for specific dispensations forom the applicable class rate to advance their own ends.  The Postal Service loves the class rate, as long as certain costs for certain carriers are excluded, and some of the historic ratemaking elements are ignored.  Penair wants a separate rate for itself because it has suffered significant reductions in its mail revenue.  Arctic Transportation Services even wants to have its costs added to the bush rates, although its operations are excluded from the ratemaking base by the R.S.I.A...  The Department must maintain its historic policy on setting class rates, and reject these various arguments.

THE PROPOSED RATES WERE SET USING THE SAME CRITERIA AS THAT USED BY THE POSTAL RATE COMMISSION TO SET POSTAGE RATES

The standards used by the Postal Rate Commission to set postage rates closely parallel that standards and procedures historically used by the Department.  The Rate Commission projects cost level to the period during which the rates apply, for example.

In addition, the Rate Commission rate setting factors are very similar in scope and method to the mail rate making procedures of the Department.  

The following page is taken from the website of the Postal Rate Commission, http://www.prc.gov. (emphasis added)

Ratemaking Criteria of Title 39 

39 U.S.C. section 3622(b) sets out nine factors or criteria to be considered by the Commission when recommending new rates and fees. These criteria, and the abbreviated forms by which they are often referred to, are: 

· 3622(b)(1): the establishment and maintenance of a fair and equitable schedule; referred to as "Fairness and Equity." 

· 3622(b)(2): the value of mail service actually provided each class or type of mail service to both the sender and recipient including, but not limited to the collection, mode of transportation, and priority of delivery; referred to as "Value of Service." 

· 3622(b)(3): the requirement that each class of mail or type of mail service bear the direct and indirect postal costs attributable to that class or type plus that portion of all other costs of the Postal Service reasonably assignable to such class or type; referred to as "Attributable Costs." 

· 3622(b)(4): the effect of rate increases upon the general public, business mail users, and enterprises in the private sector of the economy engaged in the delivery of mail matter other than letters; referred to as "Effect of Rate Increases." 

· 3622(b)(5): the available alternative means of sending and receiving letters and other mail matter at reasonable costs; referred to as "Available Alternatives." 

· 3622(b)(6): the degree of preparation of mail for delivery into the postal system performed by the mailer and its effect upon reducing costs to the Postal Service; referred to as "Degree of Preparation." 

· 3622(b)(7): simplicity of structure for the entire schedule and simple, identifiable relationships between rates or fees charged the various classes of mail for postal services; referred to as "Simplicity." 

· 3622(b)(8): the educational, cultural, scientific, and informational value to the recipient of mail matter; referred to as "ECSI." 

· 3622(b)(9): such other factors as the Commission deems appropriate; referred to as "Other Factors." 

World Wide Web Path- http://prc.gov, FAQ’s, FAQ’s about Postal Rates, What does the Commission consider when recommending postal rates?, Ratemaking criteria of Title 39

SUMMARY

The Postal Service has adopted a “Do as we say, not as we do” attitude toward mail ratemaking.  Costs commonly considered in setting postage rates would be excluded in bush mail ratemaking if the Postal Service prevails.  Provisions for cost escalation would be ignored.  Federal law requires the Department to set fair and compensatory rates, and the Rural Service Improvement Act clearly defines the rates pools to be used.  For the most part, Order 2004-3-34, 2004-6-3 and 2004-6-4 accomplish these goals.  The Carriers objects to certain miscalculations and exclusions from historic methodology.  After those corrections are made, the Department should continue to set rates using the most inclusive class rate data.

WHERFORE, the Consolidated Carriers request that the modifications requested herein to Orders 2004-3-34, 2004-6-3 and 2004-6-4 be applied to the linehaul rates as set.

CERTIFICATION

Pursuant to title 18 United States Code section 1001, I, in my individual capacity and as the authorized representative of the Consolidated Carriers, have not in any manner knowingly and willfully falsified, concealed or covered up any material fact or made any false, fictitious, or fraudulent statement or knowingly used any documents which contain such statements in connection with the preparation, filing or prosecution of this filing.  I understand that an individual who is found to have found to have violated the provisions of 18 U.S.C. section 1001 shall be fined no more than $10,000 or imprisoned not more than five years, or both. 

Respectfully submitted,  

The Consolidated Carriers

Alaska Juneau Aeronautics, Inc. d/b/a Wings of Alaska

Alaska Seaplane Service, LLC

Baker Aviation, Inc.

Cape Smythe Air Service, Inc.

Flight Alaska, Inc.

L.A.B. Flying Service, Inc.

Larry’s Flying Service, Inc.

Olson Air Service, Inc.

Redemption, Inc. d/b/a Island Air Service

Servant Air, Inc.

Skagway Air Service, Inc.

Smokey Bay Air, Inc.

Bidzy Ta Hot’ Aana, Inc., d/b/a Tanana Air Service

Venture Travel, Inc. d/b/a Taquan Air Service

Wright Air Service, Inc.

_________________________

By Hank Myers

September 10, 2004

CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of the Comments of the Consolidated Carriers (Seaplane) upon all parties to Docket 14694 via email.

_________________________

By Hank Myers

September 10, 2004
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