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SURVT

ING THE POSTAL SERVICE'S

FINANCIAL CRISIS

The Postal Service is facing a financial crisis
so severe that it threatens the very existence
of the 235-year-old institution.

The Postal Service's dire economic situa-
tion is caused by a mandate in the Postal
Accountability and Enhancement Act of
2006 (PAEA) that requires the USPS to
pre-fund the healthcare benefits of
future retirees — a burden no other gov-
ernment agency or private company is
forced to bear.

The PAEAS pre-funding requirement costs the
Postal Service more than $5 billion annually
for the 10-year period from 2007 to 2016, and

is driving the agency to insolvency: Before the
Postal Service sells its first stamp, it begins
every fiscal year more than $5 billion in debt.
(See Graphic A)

After enjoying modest profits from Fiscal
Years 2004 through 2006, the USPS lost $5.1
billion in FY 2007 (the first year the payments
were required); $2.8 billion in FY 2008; $3.8
billion in FY 2009, and $8.5 billion in FY 2010.
(See Graphic B.)

The USPS has announced that by Sept. 30,
2011, the end of FY 2011, it expects to run
out of funds; furthermore, the agency will
have exhausted its statutory debt ceiling,




A report by the Hay Group prepared at the
request of the USPS OIG concluded that the
actuarial methods used by the Office of
Personnel Management (OPM) to determine
the amount of the Postal Service's obligation
to the fund are flawed. The OIG report con-
cluded that an improper allocation of liabili-
ties resulted in an overpayment of $75 billion.

The report challenged the allocation of the
pension costs between the USPS and the
federal government for employees whose
service spanned the Post Office Department
and the USPS.

The USPS OIG report noted that the Postal

Service is responsible for all pension costs
under the CSRS for employees hired after

1971. However, for employees with service

both before and after 1971, the federal gov-

ernment and the Postal Service share

responsibility for CSRS pensions. The feder-

al government pays for service through 1971

(when the USPS was created as an inde-

pendent agency of the
federal government},
and the USPS pays for
setvice after 1971,

A report by the Postal
Regulatory Commission
(PRC) agreed that the
OPM approach result-
ing in overfunding,
but arrived at a lower
dollar amount — approx-
imately $50 to 55 billion
dollars.

Overpayments of approxi-
mately $6 billion also

were made to the Federal Employees
Retirement System (FERS), based on inflated
expectations of the number of employees the
USPS would have.

The Good News

Here's the good news: There is virtually unan-
imous agreement in the “postal community”
on the solution to USPS problems. Postal
unions, management associations, trade
organizations and postal executives agree:
Congressional action could reverse the USPS
financial position and set the agency on the
road to recovety.

The APWU, joined by other “stakeholders,”
is calling on Congress to repeal the onerous
pre-funding requirement of the PAEA.

In addition, the USPS OIG, the Postal Regula-
tory Commission and the Congressional
Research Service also agree that the pre-
funding requirement is the source of the
Postal Service’s current predicament. In
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bill, the Postal Service Improvements Act
(S.353), introduced by Sen. Susan Collins
(R-ME), has been introduced in the 112th
session.

S. 353 directs OPM to use its existing
authority to change the methodology it uses
for calculating the Postal Service's pay-
ments to the CSRS pension fund, consistent
with the PRC report on USPS pension fund-
ing, which found that the Postal Service
overpalid $50 to 55 billion.

The APWU supportts the provisions of S. 353
that would correct the pension overpayment
and improve USPS' financial condition;
however, the bill also contains several provi-
sions that the union must oppose.

Sen. Collin’s bill, which was introduced on
Feb. 15, 2011, includes a provision that
would require arbitrators to “consider finan-
cial health of the Postal Service” when ren-
dering decisions about collective bargaining
agreements. This provi-
sion is similar to lan-
guage in two Senate bills
introduced in the last
session of Congtess.

The APWU and all other
postal unions oppose
this requirement, which
would give the USPS an
unfair advantage in
what is supposed to
be an open, unbi-
ased process.

S. 353 also rehashes
another provision that
unions oppose, which

would convert employees on the rolls of
OWCP to a “regular” annuity once they reach
retirement age. The meaning of the term
“retirement age” varies, depending on the
injured employee’s age, but generally ranges
from age 65 to 67.

This provision would be financially devas-
tating to thousands of postal and federal
employees. Generally, after workers have
been on the OWCP rolls for one continuous
year, if they are separated, their high-three
earnings average — which is used to calcu-
late their retirement earnings — is frozen.
During the time these employees are on
the rolls of OWCP, they do not receive con-
tractual raises negotiated by the union.

As a result, if Sen. Collins' bill becomes law,
the pensions of most affected employees
would be a small fraction of the amount
they would have received if they had com-
pleted their career without sustaining a
debilitating illness or injury.
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n addition, the legislation would
have a disastrous effect on employ-
ees in the designated age group
‘ who suffer relatively minor, tempo-
rary injuries, because it would force
i them to retire.

| ] ~ Under the Occupational Safety and
" Health Act, employers are respon-
' sible for providing safe and health-
? | ful workplaces for their employees,
t yet thousands of safety violations
1 : are reported each year in the
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T) USPS. Nothing in the bill address-
ﬂ‘ es the working conditions for
i employees in an unsafe environ-

ment.
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