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E B Q c E B P I N E S  

(9:34 a.m.) 

CHAIRMAN OMAS: Good morning. Today we 

continue to receive testimony of the Postal Service 

witnesses in support of Docket No. R2006-1, Request 

for Rate and Fee Changes. 

Does anyone have any procedural matters to 

discuss before we begin this morning? 

(No response. ) 

CHAIRMAN OMAS: There are three witnesses 

scheduled to appear today. They are Cutting, Mitchum 

and Smith. 

Our first witness is Samuel T. Cutting. A 

ruling was issued yesterday granting the Postal 

Service’s motion to excuse Witness Cutting from 

appearing before the Commission. 

Ms. McKenzie, will you proceed, please? 

MS. MCKENZIE: Yes, Mr. Chairman. 

At this point I would like to move into 

evidence the Direct Testimony of Samuel T. Cutting on 

Behalf of the United States Postal Service, USPS-T-26. 

Accompanying the testimony I have two 

original signature declarations from Mr. Cutting that 

attest that the testimony was prepared under his 

direction, and if he were to give the testimony orally 

Heritage Reporting Corporation 
(202) 628-4888 
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today it would be the same. 

CHAIRMAN OMAS: Is there any objection? 

(No response. ) 

CHAIRMAN OMAS: Hearing none, I will direct 

counsel to provide the reporter with two copies of the 

corrected direct testimony of Samuel T. Cutting. 

That testimony is received into evidence. 

However, as is our practice, it will not be 

transcribed. 

(The document referred to was 

marked for identification as 

Exhibit No. USPS-T-26 and was 

received in evidence.) 

CHAIRMAN OMAS: MS. McKenzie, have the 

answers to the designated written cross-examination 

been reviewed and corrected? 

MS. MCKENZIE: Yes, Mr. Chairman. 

CHAIRMAN OMAS: Please provide two copies of 

the corrected designated written cross-examination of 

Witness Cutting to the reporter. 

That material is received into evidence and 

is to be transcribed into the record. 

MS. MCKENZIE: Also I would like to note 

that I have two original declarations from Witness 

Cutting that also attest to the accuracy of these 

Heritage Reporting Corporation 
(202) 628-4888 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 



3876  

7 L. 

B 

9 

10 

I1 

12 

13 

14 

15 

16 

17 

18 

19 

2 0  

21 

2 2  

23 

2 4  

2 5  

answers. 

CHAIRMAN OMAS: Thank you. 

(The document referred to was 

marked for identification as 

Exhibit NO. USPS-T-26 and was 

received in evidence.) 
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POSTAL RATE COMMISSION 

DECLARATION OF SAMUEL T. CUTTING 
DOCKET NO. R2006-1 

I, Samuel T. Cutting, hereby declare under penalty of perjury that: 

I prepared the interrogatory responses which were filed under my name 
and which have been designated for inclusion in the record of this docket, 
and 

If I were to respond to those interrogatories orally, the responses would be 
the same. 

I prepared the Presiding Officer's Information Request responses which 
were filed under my name and which have been designated for inclusion 
in the record of this docket, and 

If I were to respond to those Presiding Officer's Information Request 
questions orally, the responses would be the same. 

c 

&due l  T. Cutting / 

Date 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON. DC 20268-0001 

Postal Rate and Fee Changes, 2006 Docket No. R2006-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS SAMUEL T. CUTTING 
(USPS-T-26) 

Party 

Postal Rate Commission 

Valpak Direct Marketing Systems, 
Inc and Valpak Dealers' 
Association Inc 

Interroqatories 

DFC/USPS-T26-1 
MMAIUSPS-T26-1 
PostCorn/USPS-T26-1 a 
PRCIUSPS-POIR No.9 - Q07. 08. 09-10, 11, 12 
redirected to T26 
VP/USPS-T26-1-7 
VP/USPS-T40-lb. 2c redirected to T26 

VP/USPS-T26-1-7 

VP/USPS-T40-1 b. 2c redirected to T26 

Respectfully submitted, 

A/. 
Steven W. Williams 
Secretary 
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INTERROGATORY RESPONSES OF 
UNITED STATES POSTAL SERVICE 

DESIGNATED AS WRITTEN CROSS-EXAMINATION 
WITNESS SAMUEL T. CUTTING (T-26) 

Interroqatory 

DFC/USPS-T26-1 
MMAIUSPS-.T26-1 
PostComiUSPS-T26-1 a 

PRUIJSPS-POIR No 9 - 007 redirected to T26 
PRCLSPS-POIR No 9 ~ 008 redirected to T26 
PRUUSPS-POIR No.9 - QO9 redirected to T26 
PRCiUSPS-POlR No 9 - 010  redirected to T26 
PRCiUSPS-POIR No 9 - 0 1  1 redirected to T26 
PRC'USPS-POIR No 9 - 0 1 2  redirected to T26 
VP/USPS-T26-1 
VP.'USPS-T26-2 
VPIUSPS-T26-3 
VP/USPS-T?6-4 
VPIUSPS-T26-5 
VP;USPS-T26-6 
VP;USPS-T26-7 
VP/USPS-T?O-l b redirected to T26 
VPiUSPS-T40-2c redirected to T26 

Desiqnatinq Parties 

PRC 
PRC 
PRC 
PRC 
PRC 
PRC 
PRC 
PRC 
PRC 
PRC. Valpak 
PRC, Valpak 
PRC, Valpak 
PRC, Valpak 
PRC, Valpak 
PRC. Valpak 
PRC, Valpak 
PRC, Valpak 
PRC. Valpak 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTTING TO 
INTERROGATORY OF DOUGLAS F. CARLSON 

DFC/USPS-T26-1 

Please refer to your testimony at page 12, lines 1-4. Please explain how the 4-state 
bar code will allow PARS to identify letters that require an electronic notice. 

RESPONSE: 

Once PARS is fully deployed with the ability to read and process 4-state barcodes, it is 

my understanding that PARS-enabled sorting equipment will identify machinable UAA 

letters that require an electronic address correction notice (Le., Address Change 

Sewice (ACS) letters) by reading customer- and mail piece-specific ACS codes which 

will be embedded in the barcode itself. Processing computers will then match this 

information to the appropriate mailer and send an electronic address correction notice. 

This process will apply to all types of machinable UAA letters, whether initially 

intercepted by PARS-enabled sorting equipment or identified by carriers and other 

personnel at the delivery unit. associated with the original address on the UAA mail 

Diece. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTTING TO 
INTERROGATORY OF MAJOR MAILERS ASSOCIATION 

MMAIUSPS-126-1 

Please refer to Table 1 on page 5 of your direct testimony where you provide the 
percentages of mail that are undeliverable-as-addressed (UAA) by subclass. It appears 
that within First Class, single piece (2.5%) has the lowest percentage of UAA mail, 
followed by Automation mail (4.1%) and then Presorted mail (6.9%). Please provide 
specific explanations as to why single piece mail has the lowest UAA percentage, why 
the UAA percentage for Automation mail, which is subject to frequent, stringent move 
update requirements, is so much bigher than that of single piece, and why Presorted 
mail has the highest UAA percentage of all. 

RESPONSE: 

Although the FY 2004 UAA study does not explicitly address the reasons for differences 

in UAA percentages across mail categories. there are some plausible explanations for 

the percentage differences. The First-class Single-Piece mail stream includes several 

types of mail that are likely to have lcwer UAA occurrences relative to the workshare 

categories Most notably, Courtesy Reply Mail (CRM) and Business Reply Mail 

(BRM)-which. taken together. represent a sizable portion of the single-piece mail 

stream-are likely to have a low amount of UAA mail since they are based on pre- 

addressed, printed envelopes and cards designed to quickly and accurately route 

payments and responses to offers back to the businesses which provided the envelopes 

and cards for the customers' use. There are reasons that may explain why other 

segments of the single-piece mail stream may also have fewer UAA occurrences 

relative to the workshare categories. For instance, household-to-household personal 

correspondence mail may have a low UAA percentage since households are more likely 

to know the addresses of friends and family with whom they correspond. Business-to- 

business single-piece office mail may have a low UAA percentage since businesses 

move less often. on average. than households 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTTING TO 
INTERROGATORY OF MAJOR MAILERS ASSOCIATION 

Response to MMA-T26-1 continued 

It IS also important to note the impact of advertising mail within the First-class 

workshare categories. Some proportion of workshare mail is used for business-to- 

customer advertising. Without an existing business relationship between the business 

generating the letters and the individuals to whom the letters are addressed, the 

address lists used for such campaigns may include incorrect or outdated addresses. 

This could tend to increase the percentage of UAA mail in the workshare categories 

compared IO single-piece. 

The FY 2004 UAA study provides some tabulations for the reasons that mail becomes 

undeliverable These tabulations can be used to help to explain the higher UAA 

percentage of First-class Presoeed mail (Le., non-automation mail) relative to First- 

Class Automation mail. Consider tne table below 

______ - ~ ~~~ ~~ ~~ 

Response to MMAIUSPS-T-26-1 
UAA First-Class Workshare Mail U A A  Volumes (000) and Percentages 

FY 2004 
Ifil 161 IC1 ID1 [El IF1 [GI 

LIAA VDlUme (000) (2) UAA Percentage 
hl.i,l RPW Volume Move Nan-Move Move Non-Move 
C J t e p r y  1000) ( 1 )  Related (3) Related (4) Total Related (5) Related (6) Total (7) 

Ill Presaileil 7,553,516 88.292 88,823 177,115 3 5% 3.5% 6.9% 
121 A"l"ma!,on 47,685143 1,254,052 689.997 1.944.048 2 6% 1 4 %  4 1 % 
131 T O l a l  50,738 719 1.3.12.344 778.820 2,121,164 2 7% 1 6 %  4 2% 

Notes 
( ! I  Source USPS-LR-I-61. Table 2 3 
121 Sotiice IISPS-LR.L-61. Table 5 I 
13) UAP mail based O n  change-01-address orders on file 
I41 UAA mail based on bad address elements. expired change-&address orders. vacant addresses. 

( 5 )  Column E i Column A 
161 Column C i Column A 
i i  I Column D I caiumn A 

no "lalllng receptacles. etc 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTTING TO 
INTERROGATORY OF MAJOR MAILERS ASSOCIATION 

Response to MMA-T26-1 continued 

UAA reasons are divided into two general groups: move-related and non-move-related. 

As shown in columns E and F, presorted mail has a higher UAA percentage than 

automation mail both for pieces that are UAA due to move-related reasons as well as 

non-move-related reasons. 

A partial explanation for the higher UAA percentages of presorted mail may involve 

machinable pieces that fail the barcode quality standards of the Coding Accuracy 

Support System (CASS). It is my iunderstanding that this mail would have been eligible 

fcr automation rates but for the quality of the addresses on the pieces. Because the 

addresses on these pieces fail CASS. the pieces are mailed at 

presortedhonautomation rates. This phenomenon may tend to increase the UAA 

percentage of non-move-related oresorted mail In addition, because the addresses on 

these pieces fail CASS. they are precluded from NCOALink Move-Update processing, 

the predominant Move-Update tool. With no check against the NCOA database, such 

addresses would tend to increase move-related UAA volume. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTTING TO 
INTERROGATORY OF THE ASSOCIATION FOR POSTAL COMMERCE AND THE 

MAILING AND FULFILLMENT SERVICE ASSOCIATION 

POSTCOMIUSPS-T26-1 

In your testimony at p. 11, line 3 you state that unit cost differences in the processing of 
electronic notices "are primarily driven by shape." Witness McCrery states in USPS-T- 
42 at 18 that PARS will be implemented for flats at all processing plants that handle flat 
mail and the delivery units they service beginning in February 2008. 

a. How will the implementation of PARS for flats affect the unit-cost differences by 
class for Address Correction Service notices in the test year? 

b.  Please provide any and all studies and data related to the implementation of 
PARS for flats and its effects on the test year costs of Address Correction 
Service. 

RESPONSE: 

a I did not consider PARS implementation for flats when calculating test-year unit 

costs by class for Address Correction Service electronic notices. If I had, the 

overall effect on unit costs would likely have been small. This is because most of 

the implementation period for this program occurs after the test year, meaning 

that most of the cost savings would likely occur after the test year as well. 

b Redirected to the Postal Service 
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RESPONSE OF POSTAL SERVICE WITNESS CUmING 
TO POlR NO. 9. QUESTION 7 

7. Please refer to USPS-LR-L-62, Appendix A, PARS08 BaseTabs.xls, UAA Baseline 
Cost Model Tables, PARS Environment, TY2008. Table 3.29, Derivation of UAA Mail 
in Mail Processing and Transportation Unit Costs. The return cost for machinable 
parcels is identified as zero Please explain the rationale for this. 

RESPONSE: 

The unit cost for returned machinable parcels in Table 3.29 is intended to be blank not 

zero According to USPS Handbook PO-441, Rehandling of Mail Best Practices. all 

returned-to-sender parcels are manually processed once they have been redirected 

from the originating delivery unit oi CFS unit. Even returned machinable parcels are 

manually processed. The unit cest estimate reported in Table 3.29 is based on manual 

processing of both machinable and non-machinable returned parcels, meaning that it 

represents the average across bo!h types of returned parcels. For forwarded parcels, 

separate unit costs are reported iri the table because the mail processing practices for 

machinable parcels differ from those for non-machinable parcels. Please see Section 

3 6 of USPS-LR-L-61 for more details 
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RESPONSE OF POSTAL SERVICE WITNESS CUTTING 
TO POlR NO. 9. QUESTION 8 

8. Please refer to USPS-LR-L-61, Appendix C, Tables, PrePARS OthTabs-v.xls, Table 
5.5, Direct Cost ( I ) ,  Volume, and Unit Cost of UAA Other Mail By UAA Reason (2), 
Pre-PARS Environment, FY 04. 
a Please discuss why the "incorrect [address] number" costs for Priority Mail are 

high relative to other categories of mail, and when compared with other reasons 
for undeliverability of Priority Mail. 

b. Please explain why USPS Penalty Mail exhibits a high "vacant" UAA figure 
(8.292 million pieces) relative to other categories of mail. 

c.  In USPS-LR-L-61, Appendix C, Tables, PrePARS OthTabs_v.xls, Table 5.10, 
Total UAA Cost (1). Volume, and Unit Cost of UAA Packages Services Mail By 
UAA Reason (2). Pre-PARS Environment, FY 04, please explain why the cost for 
a missing apartment number on Media Mail is so high ($9.63) as compared with 
other categories of mail. 

RESPONSE: 

a For each UAA reason, tho unit cost estimates in Table 5.5 are aggregated over 

all mail shapes within a zategory. The measured volume mix over shape (as 

recorded in the Delivery llnit Route Survey of the 2004 UAA study) is a principal 

driver of the unit cost for any particular UAA reason. The unit cost for "incorrect 

number" is comparatively high because only parcel-shaped Priority Mail pieces 

were found in the mail stream associated with this UAA reason, most likely due 

to small sample size. On a per-unit basis, parcels are generally more costly to 

process than letters or flats. If Priority Mail letters or flats had been found in the 

mail stream associated with this UAA reason, the unit cost would have been 

lower because these shapes are generally less costly to process than parcels. 

This principle applies throughout all tables in USPS-LR-L-61 that report volumes 

and costs by UAA or PKR reason @e.. Tables 5.1 - 5.12, 5.15 - 5.20) 

b~ It is conceivable that a substantial portion of UAA pieces for this category would 

be based on vacant addresses. When an individual, family, or business submits 
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RESPONSE OF POSTAL SERVICE WITNESS CUTTING 
TO POIR NO. 9. QUESTION 8 

a change-of-address order, the Postal Service's National Customer Support 

Center sends a validation letter to the old address to help guard against fraud. 

These letters are sent as USPS Penalty Mail. The recipient portion in the 

address block of these letters contains two elements: "Current Resident Or" as 

well as the name of the individual, family, or business who submitted the order. 

In cases where an individual, family, or business has moved away but the old 

address is yet to be re-occupied (Le., there is no current resident at the old 

address), the letters are marked as vacant and returned to the local CFS unit as 

UAA mail. These validation letters compose most of the USPS Penalty Mail 

vacant-address mail pieces recorded in the 2004 UAA study. 

c .  As noted in the response to 8.a., volume mix over shape is a principal driver of 

the unit cost for any particular UAA reason. Because only parcel-shaped 

MediaiLibrary pieces were found in the mail stream associated with this UAA 

reason (most likely due to small sample size), the unit cost is comparatively high. 

Final disposition is also an important factor. In Table 5.10, note the relatively low 

unit cost of processing BPM mail with a missing apartment number ($0.060 per 

piece). USPS UAA regulations allow BPM mail to be wasted at the delivery unit, 

a relatively inexpensive process. In contrast, non-move related MedialLibrary 

mail must be returned to the sender (unless otherwise specified by the 

regulations associated with the ancillary service endorsement on the mail piece), 

which requires more costly processing steps (e.g.. mail mark up activities, mail 

processing and transportation activities, and postage due activities). 
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RESPONSE OF POSTAL SERVICE WITNESS CUTTING 
TO POlR NO. 9, QUESTION 9 

9. The fraction of UAA and waste from certain types of mail in 2004 (as given in the 
Direct Testimony of Samuel Cutting (USPS-T-26, page 5, Table 1) has increased 
markedly since the 1998 data provided in the September 1999 
PriceWaterhouseCoopers (PWC) UAA Study, page 12, Table 4.2 (submitted in 
R2000-I). For example: 
a The Cutting testimony presents an overall weighted volume average of 6.4 

percent for Standard UAA mail compared with a 2.48 percent UAA figure for 
Standard mail in 1998, froin the 1999 PWC study. Please describe any known 
causes or explanations for the increase. 

b. In 2004, 9 7 ~ 9  percent of UAA Standard mail was waste, according to the Cutting 
testimony. increased from the figure of 91.6 percent of UAA Standard A mail was 
waste, according to the PWC report, page 14, Table 4.3.3. Please explain. 

c The UAA rate for international mail in 2004 is 3.5 percent, up from 0.49 percent 
in the 1999 PWC study. Please explain any known causes or explanations for the 
large increase in the percentage of international mail that is undeliverable. 

RESPONSE: 

a -b.  Because of differences in sampling protocols and inflation techniques, a direct 

comparison of Standard Mail volumes and percentages between the 1999 and 

2004 UAA studies is not meaningful. That being said, the Standard Mail volumes 

from the 2004 study were carefully cross-checked as explained below, 

First. there was evidence at the outset of the 2004 study that the UAA mail 

stream contained a high proportion of UAA Standard Mail waste. During the pre- 

survey field work at various delivery units, carriers and box clerks were observed 

processing many more pieces of waste mail relative to non-waste mail per route 

per day. Based on these observations, the sampling skip rate for waste mail 

(Form 5D) was set higher than for non-waste mail (Form 4D) in order to avoid 

inundating the sample with unendorsed Standard Mail 
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RESPONSE OF POSl-AL SERVICE WITNESS CUTTING 
TO POlR NO. 9, QUESTION 9 

Next, the waste mail results of the 2004 UAA study were close to what was 

expected by experienced field personnel. Referring to the top panel of Table 2.2 

in USPS-LR-L-61. the intlated amount of Standard Mail waste measured in the 

2004 UAA study was 5.9 billion pieces. This translates to about 70 pieces of 

waste mail per route per delivery day (after adjusting P.O. box sections to route 

equivalents). Following the completion of the survey portion of the UAA study, 

an informal questionnaire was sent to the managers of the delivery units that 

participated in the UAA surveys asking for an estimate of the average amount of 

UAA waste mail processed per route per delivery day for all routes in the unit. 

The average response was about 76 pieces per route per delivery day, a value 

close to the weighted estimate irom the UAA survey. 

c Because of differences in sampling protocols and inflation techniques, a direct 

comparison of international mail volumes and percentages between the 1999 

and 2004 UAA studies is not meaningful. That being said, it is important to note 

that the 2004 study followed standardized IOCS mail identification rules to 

determine the class, rate category. and other applicable characteristics of all 

sampled mail pieces, including international mail. Furthermore, photocopies 

were made of all sampled mail pieces and sent from each participating delivery 

unit to the offices of Christensen Associates. These photocopies were used to 

determine mail characteristics of the sampled pieces in a controlled environment 

where mail identification rules were applied consistently and accurately. 
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RESPONSE OF POSTAL SERVICE WITNESS CUTTING 
TO POlR NO. 9. QUESTION 10 

IO .  Please refer to Tables 1 and 2 of the Cutting Testimony (USPS-T-26). Please 
also refer to USPS-LR-L.-61, Table 5.13, Cost, Volume, and Unit Cost of UAA 
Mail By Ancillary Service Endorsements and Class (I),  Pre-PARS Environment, 
FY 04. According to these tables, 95.6 billion pieces of Standard mail were sent 
in 2004. Of that number, according to Table 2, only a tiny fraction, 53.8 million 
pieces, had Return Service Requested ancillary service endorsement. Only 17.5 
million pieces had Forwarding Service Requested ancillary endorsement. If these 
numbers are generally accurate, please explain how the total Return to Sender 
(RTS) figure for Standard mail was as high as 93.9 million, according to Table 1 
Please explain how the total Forwarded figure was as high as 32.9 million, 
according to Table 1 

RESPONSE: 

Standard Mail pieces containing the "Address Service Requested" ancillary service 

endorsement are included in the volumes for the forwarded and returned-to-sender 

dispositions reported in Table 1 of the Cutting testimony. Please refer to DMM 

507 1 5.3 for a description of the Postal Service's treatment of Standard Mail bearing 

this endorsement. 

Some Standard Mail pieces with no ancillary service endorsement are also included in 

the reported volumes for these dispositions. Examples of these pieces were identified 

during the Delivery Unit Route Survey of the 2004 UAA study. These pieces should 

have been wasted but were unintentionally directed from the carrier to the nixie unit for 

additional redirection processing. The mail flow assumptions in the UAA model allow 

for such misdirected pieces 

Finally. the reported volume for the returned-to-sender disposition contains a small 

number of pieces bearing an old or invalid ancillary service endorsement. 
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RESPONSE OF POSTAL SERVICE WITNESS CUTTING 
TO POlR NO. 9, QUESTION 11 

11. Does the UAA cost model account for costs due to First-class Mail that is 
misdelivered to the old address despite a proper forwarding order, and relabeled 
by the recipienthew occupant (or new business recipient) and returned to the 
mailstream for reprocessing and redelivery? Can you supply any data on the 
degree to which such "new occupant forwarding" occurs for a typical household 
move, and the presumptive costs such additional forwarding activity would incur? 

RESPONSE: 

Such First-class Mail pieces are included in the sample of UAA mail. Generally, these 

pieces are marked up by the new occupant with "Please Forward" or a similar marking 

and returned to the carrier. The carrier typically directs these pieces to the CFS unit for 

redirection processing. Although such pieces are present in the sample, they have not 

been specifically isolated from other mail sent to the CFS unit. Hence, no specific cost 

or volume data are available foi this type of UAA mail 
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RESPONSE OF POSTAL SERVICE WITNESS CUTTING 
TO POlR NO. 9, QUESTION 12 

12. Please refer to USPS-LR-L-62. at page 10, and Appendix A, PARS08 
BaseTabs.xls. Tables 3.1 and 3.24. Please identify whether the cost model 
includes costs for the rifflinglverifying function for non-PARS mail, since such 
costs are located in the ClOSS segment for PARS mail, and the ClOSS segment 
is omitted from non-PARS mail. 

RESPONSE: 

The UAA cost model described in USPS-LR-L-62 includes the cost for the 

rifflinglverifying function for nori-PARS mail pieces. The cost for this function is included 

in the nixie unit cost value for wasted mail as reported in the non-PARS section of Table 

3.1. For more details about non-PARS nixie unit activities, please refer to the "all other 

letters" and "all other shapes" sections in Table 3.18 of USPS-LR-L-62 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTTING TO 
INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC. 

AND VALPAK DEALERS' ASSOCIATION. INC. 

VP/USPS-T26-1 

Please refer to your testimony at page 5, Table 1. According to Table 1 : 

the volume of presorted UAA First-Class Mail that was returned to sender in FY 
2004 was 96.4 million pieces, and 
the volume of Automation UAA First-class Mail that was returned to sender was 
819.4 million pieces, 
for a total of 915.8 million pieces of discounted First-class Mail that was returned 
to sender in FY 2004. 

For FY 2005, are comparable volume data available for the volume of discounted UAA 
First-class Mail actually returned to sender? If so, please provide. 

RESPONSE: 

Comparable volume data have not Seen calculated for FY 2005. The UAA study 

described in USPS-LR-L-61 measures costs and volumes for FY 2004. In USPS-LR-L- 

62. these FY 2004 costs and volumes are projected to TY 2008. taking into account 

anticipated changes in UAA processing procedures due to PARS. However, no costs 

and volumes are calculated or projected for the intervening years between FY 2004 and 

TY 2008 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTING TO 
INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC. AND 

VALPAK DEALERS' ASSOCIATION. INC. 

VPIUSPS-1-26-2 
Of the 915.8 million pieces of discounted UAA First-class Mail that were returned to 
sender in FY 2004, is it reasonable to infer that all of these were physical returns? If 
not, please explain. 

RESPONSE: 

All of the 915.8 million pieces of discounted UAA First-class Mail in FY 2004 were 

physically redirected back to the sender. However, keep in mind that, for the purposes 

of my testimony and library references. I use the term "physical returns" exclusively to 

mean non-Address Change Service (non-ACS) pieces that are returned to the sender. 

(These pieces are not eligible for electronic notice processing.) Some ACS pieces are 

also physically returned to the sender (i.e , ACS pieces containing the "Address Service 

Requested" endorsement that are UAA due to (1) a move with a change-of-address 

order that is 13 months of age or older, or (2) reasons other than a move). These ACS 

pieces are included in the 915.8 million pieces but are not considered to be "physical 

returns" as this term is used in Section VI of my testimony. Data from Tables 4.6 and 

4.9  of USPS-LR-L-61 can be used to distinguish ACS and non-ACS discounted UAA 

First-Class Mail pieces in the returned-to-sender mail stream. Based on data in those 

tables. 879 9 million discounted UAA First-class Mail pieces are non-ACS pieces (i.e., 

"physical returns") and 35.9 million pieces are ACS pieces. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTING TO 
INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC. AND 

.VALPAK DEALERS' ASSOCIATION, INC. 

VP/USPS-T-26-3 
a. Of the 46.0 million pieces of UAA First-class Mail shown in your Table 1 as 

wasted in FY 2004, do all of those pieces represent electronic address correction 
in lieu of physical return of UAA mail, as discussed in your testimony at page 14, 
lines 2-6? If not, please explain. 

b. What was the wastage in FY 2005? 
c. What is the projected wastage in TY 2008? 
d. Your testimony at page 14, Table 6 .  shows the unit costs of physical and 

electronic returns in Test Year 2008. What were the unit costs of physical and 
electronic returns in FY 2004? 

e. What were the unit costs of physical and electronic returns in FY 2005? 

RESPONSE: 

a. Yes, all of the 46.0 million pieces of wasted UAA First-class Mail in Table 1 

receive electronic notice processing. This can be confirmed by referring to the 

middle panel of Table 2.2 in USPS-LR-L-61 which shows that only ACS First- 

Class Mail (move-related and nixie) is wasted. These pieces are referred to as 

"electronic returns" in Section \/I of my testimony 

b. UAA wasted mail volumes have not been calculated for FY 2005. Please see my 

response to VPiUSPS-7-26-1 

c. The volume of UAA FirstbClass Mail that is projected to be wasted in TY 2008 is 

42 6 million pieces~ This value can be found in several tables in USPS-LR-L-62, 

including Tables 2.1, 2.2, 2.3, 4 11, and 5.8. 

d. The unit costs of UAA First-Class Mail physical and electronic returns in FY 2004 

are reported in the table below. Note that the activities associated with the costs 

in this table cover all activities from the ttme a mail piece is identified as UAA until 

i t  reaches its final disposition. For physical returns, this includes the costs of 

carrier preparation, nixie clerk handling, redirection processing, and postage due 

activities. For electronic returns, this includes the costs of carrier preparation, 
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Physical $499.207 1,362,652 36.6 Q 
Electronic $1 1,898 44,552 26.7 $? 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTING TO 
INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC. AND 

VALPAK DEALERS' ASSOCIATION, INC. 

Return Type ($000) (000) (Cents) 
Phvsical $59.489 64 075 92.8 d 

nixie clerk handling, redirection processing, and ACS code identification and 

recording. 

Response G-VPIUSPS-T-26-3d 
UAA First-class Mail 

Electronic and Physical Returns 
Costs and Volumes by Shape 

FY 2004 

I 
Flats 

j Unit 

1 Electronic $785 1,428 55.0 6 
I Unit Cost Difference ---> 37.9 Q I 
k o u r c e  I---_ USPS-LR-L-61. ~ _ _  Tables 6 8 and 6 12 1 

e. Unit costs of physical and electronic returns have not been calculated for FY 

2005. Please see my respunse to VP/USPS-T-26-1. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTING TO 
INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC. AND 

VALPAK DEALERS' ASSOCIATION, INC. 

VPIUSPS-T-26-4 
a. Please assume that a piece 01 First-class Mail is UAA and also is 

nonforwardable for any of tl-re reasons (or conditions) described in your testimony 
at page 4, lines 9-12, Under what conditions, if any, will the Postal Automation 
Redirection System ("PFRS") be able to intercept such pieces and return them to 
sender prior to the piece arriving at the DDU? 

b. If PARS can intercept non-forwardable UAA First-class Mail prior to reaching the 
DDU. where in the postal network will such intercepts likely occur? 

c. If PARS can intercept non-forwardable UAA First-class Mail prior to reaching the 
DDU, then. in TY 2008, how much will such early intercept reduce the unit cost of 
non-forwardable UAA First-C!ass Mail below the unit cost figures shown in Table 
6 at page 14 of your testimony? 

RESPONSE: 

a. It IS my understanding that PARS can only intercept move-related UAA letters 

(i.e.. letters that are UAA because the name and address match an active 

change-of-address order). Letters that are UAA due to reasons other than a 

move. such as those you reference in my testimony, are not eligible foi 

interception. See Section 3 in USPS-LR-L-62 for a description of PARS 

b Not applicable. Please see my response to VPIUSPS-T-26-4a. 

c Not applicable. Please see my response to VPIUSPS-T-26-4a 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTING TO 
INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC. AND 

VALPAK DEALERS' ASSOCIATION, INC. 

VPIUSPS-1-26-5 

a. In FY 2004, what was the total cost of physical returns of UAA First-class Mail? 
b. In FY 2004, what was the total cost of electronic returns of UAA First-class Mail, 

including wastage? 
c. In FY 2005, what was the total cost of physical returns of UAA First-class Mail? 
d. In FY 2005, what was the total cost of electronic returns of UAA First-class Mail, 

including wastage? 

RESPONSE: 

a. The total cost of physical returns of UAA First-Class Mail in FY 2004 can be 

derived from the table prodided above in response to VPIUSPS-T-26-3d 

(excluding parcels). Additional details can be found in Tables 6.9 through 6.12 of 

USPS-LR-L-61 

b The total cost of electronic returns of UAA First-Class Mail in FY 2004 can be 

derived from the table provided above in response to VPIUSPS-T-26-3d 

(excluding parcels). Additional details can be found in Tables 6.5 through 6.8 of 

USPS-LR-L-61 

c.  The total cost of physical returns has not been calculated for FY 2005. Please 

see my response to VP/USPS-T-26-1 

d. The total cost of electronic returns has not been calculated for FY 2005. Please 

see my response to VPIUSPS-T-26-1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTING TO 
INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC. AND 

VALPAK DEALERS’ ASSOCIATION. INC. 

VPIUSPS-T-26-6 
a. What is the projected volume of non-forwardable UAA First-class Mail in TY 

2008? 
b. Of the projected volume of non-forwardable UAA First-class Mail in TY 2008, 

how much (or what percentage) is assumed to be returned physically, and how 
much (or what percentage) is assumed to be wasted, with address corrections 
returned electronically? 

RESPONSE: 

a. The projected volume of non-forwarded UAA First-class Mail in TY 2008 is 

1,330.1 million pieces. 

b.  Of the projected 1,330.1 million pieces of non-forwarded UAA First-class Mail in 

TY 2008, 1,287.5 million pieces are projected to be returned to sender (97%) and 

42.6 million pieces are projected to be wasted (3%). These and other relevant 

delails are available in several tables in USPS-LR-L-62, including Tables 2.1, 2.2, 

2.3. and 4.1 1 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTING TO 
INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC. AND 

VALPAK DEALERS' ASSOCIATION, INC. 

VPIUSPS-T-26-7 
Please provide the volumes of UAA First-class Mail and wastage, for both: 

a. FY 2002and 
b. FY 2003. 

RESPONSE: 

a - b ~  UAA First-class Mail volumes for FY 2002 and FY 2003 have not been 

calculated. Prior to the study of UAA mail in FY 2004 that is described in 

USPS-LR-L-61, the previous analysis of UAA mail measured FY 1998 volumes 

(Docket R2000-1, USPS-LR-1-82), 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CUTTTING TO 
INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC. AND 

VALPAK DEALERS' ASSOCIATICIN, INC., REDIRECTED FROM WITNESS MITCHUM 

VP/USPS-T40-I b 
What is the Postal Service's unit cost for physical return to sender of nonforwardable 
UAA First-class Mail? 

RESPONSE: 

Assuming you are asking for the 1'Y 2008 value, the unit cost for UAA returned-to- 

sender First-class Mail is 36.6 cents. Please see Table 4.1 1 in USPS-LR-L-62 for the 

derivation of this and other relevant unit costs for UAA First-class Mail. 
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RESPOhSE OF UNITED STATES POSTALSERVICE WITNESS CUTTING TO 
IhTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC AND 

VALPAK DEALERS' ASSOCIATION, INC , REDIRECTED FROM WITNESS MITCHUM 

VPIUSPS-T-40-ZC 
In FY 2005, what is the Postal Service's unit cost for electronic return to sender of 
relevant information concerning non-forwardable UAA First-Class Mail? 

RESPONSE: 

The unit cost for the generation of electronic address correction notices has not been 

calculated for FY 2005. Please see my response to VPIUSPS-1-26-1. 
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CHAIRMAN OMAS: Is there any additional 

written cross-examination for Witness Cutting? 

(No response.) 

CHAIRMAN OMAS: There being none, our next 

witness is Drew Mitchum 

Mr . Rubin? 

MR. PUBIN: Thank you. 

CHA1RMP.N OMAS: Excuse me. I need to swear 

him in. 

Mr. Mitchum, would you please stand and 

raise your right hand? 

Whereupon, 

DREW MITCHLJM 

having been duly sworn, was called as a 

witness and was examined and testified as follows: 

CHAIRMAN OMAS: Thank you. You may be 

seated. 

Mr. Rubin, you may proceed. 

(The document referred to was 

marked for identification as 

Exhibit No. USPS-T-40.) 

DIRECT EXAMINATION 

BY MR. RUBIN: 

Q Mr. Mitchum, do you have two copies of a 

document designated USPS-T-40 entitled Direct 

Heritage Reporting Corporation 
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Testimony of Drew Mitchum on Behalf of United States 

Postal Service? 

A Yes. 

Q Was this testimony prepared by you or under 

your supervision? 

A Yes. 

Q And if you were to testify orally here today 

would this be your testimony? 

A Yes. 

Q Are you also prepared to sponsor the 

Category I1 library reference associated with your 

testimony as revised on July 3 and August 3? 

A Yes. 

Q Is that library reference identified on page 

3 of your testimony as Library Reference L-124? 

A Yes. 

MR. RUBIN: In that case, two copies of the 

direct testimony of Drew Mitchum on behalf of the 

United States Postal Service are being handed to the 

reporter, and I ask that this testimony and the 

associated library reference be entered into evidence 

in this docket. 

CHAIRMAN OMAS: Is there an objection? 

(No response. ) 

CHAIKMAN OMAS: Hearing none, I will direct 

Heritage Reporting Corporation 
(202) 628-4888 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3 9 0 5  

counsel to provide the reporter with two copies of the 

corrected direct testimony of Drew Mitchum. 

That testimony is received into evidence. 

However, as is our practice, it will not be 

transcribed. 

(The document referred to, 

previously identified as 

Exhibit No. USPS-T-40 was 

received in evidence. 

CHAIRMAN OMAS: Mr. Mitchum, have you had an 

opportunity to examine the packet of designated 

written cross-examination made available to you this 

morning? 

THE WITNESS: Yes. 

CHAIRMAN OMAS: If the questions contained 

in that packet were posed to you orally today, would 

your answers be the same as those previously provided? 

THE WITNESS: Yes, they would. 

CHAIRMAN OMAS: Are there any corrections or 

additions you would like to make to those answers? 

THE WITNESS: No. 

CHAIRMAN OMAS: Excuse me. Is your mic on? 

THE WITNESS: Yes, it is. 

CHAIRMAN OMAS: Okay. Thank you. 

Counsel, would you please provide two copies 

Heritage Reporting Corporation 
(202) 6 2 8 - 4 8 8 8  
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1 of the corrected designated written cross-examination 

2 of Witness Mitchum to the reporter? 

3 That material is received into evidence, and 

4 it will be transcribed into the record. 

5 (The document referred to was 

6 marked for identification as 

I Exhibit No. USPS-T-40 and was 

E received in evidence.) 

9 / /  

10 / /  

11 / /  

12 / /  

13 / /  

14 / /  

1 5  / /  

16 / /  

17 / /  

18 / /  

19 / /  

20 / /  

2 1  / /  

22 / /  

2 3  / /  

24 / /  

2 5  / /  

Heritage Reporting Corporation 
( 2 0 2 )  6 2 8 - 4 8 8 8  
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 2006 Docket No. R2006-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS DREW MITCHUM 
(USPS-T-40) 

- Par& 

Maior Mailers Association 

Office of the Consumer Advocate 

Pitney Bowes Inc 

Postal Rate Commission 

Valpak Direct Marketing Systems. 
Inc and Valpak Dealers’ 
Association Inc 

I nterroqatories 

MMNUSPS-T40-1-6. 8 
PRCIUSPS-POIR N0.4 - Q3 redirected to T40 

DFCIUSPS-T40-1-3, 5-7 

OCNUSPS-T40-8-34. 35a-e. 43-44.49-51. 54-58, 
61-89 
OCNUSPS-T23-3 redirected to T40 

PB/USPS-T40-1-2 

OCA/USPS-T40-17-19. 27, 29-32. 54-58, 78, 89 
PostComiUSPS-T40-7 
PRC/USPS-POIR No.8 - Q11 redirected to T40 
VP/USPS-T40-2b. 3 

VP/USPS-T40-2b. 3 

Respeclfully submitted, 

-, 
LJ.h’&--4- 

Steven W. Williams 
Secretary 
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INTERROGATORY RESPONSES OF 
UNITED SI-ATES POSTAL SERVICE 

DESIGNATED AS WRITTEN CROSS-EXAMINATION 
WITNESS DREW MITCHUM (T-40) 

lnterroqatorv 

DFC/USPS-T40-1 
DFC/USPS-T40-2 
DFCtJSPS~T40-3 
DFC!USPS-T40-5 
DFC/USPS-T40-6 
DFCiUSPS-T40-7 
MMA'USPS-T40-1 
MMA'USPST40-2 
MMRUSPS-T40-3 
MMANSPS-T40-4 
hlMA.'USPS-T40-5 
MMAtUSPS-T40-6 
MMAilJSPS-T40-8 
OCAUSPS-T40-8 
OCNUSPS-T40-9 
OCA/USPS-T40-10 
OCA/USPS-T40-11 
OCA'USPS-T40-12 
OCNUSPS-T40-13 
OCA,'USPS-T40-14 
OCNUSPS-T40-15 
OCA/USPS-T40-16 
OCNUSPS-T40-17 
OCNUSPS-T40-18 
OCA/USPS-T40-19 
OCNUSPS-T40-20 
OCNUSPS-T40-21 
OCNUSPS-T40-22 
OCNUSPS-T40-23 
OCA/USPS-T40-24 

OCA/USPS-T40-25 
OCA/USPS-T40-26 

Desiqnatinq Parties 

OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
MMA 
MMA 
MMA 
MMA 
MMA 
MMA 
M MA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA, PRC 
OCA. PRC 
OCA, PRC 
OCA 
OCA 
OCA 
OCA 
OCA 

OCA 
OCA 



3 9 0 9  

lnterroqatory 

OCNUSPS-T40-27 
OCNUSPS-140-28 
OCAIUSPS-140-29 
OCA/USPS-T40-30 
OCAIUSPS-140-31 
OCNUSPS-T40-32 
OCAIUSPS-TJO-33 
OCAIUSPS-TJO-34 
OCAIUSPS-T40-35a 
OCAIUSPS-140-35b 
OC A/U S PST4 0-35c 
OCA/USPS-T40-35d 
OCAIUSPS-140-35e 
OCA'USPS-140-43 
OCA'USPS-T4O-44 
OCA.!USPS-140-49 
OCAUSPS-T40-50 
OCNUSPS-I40-51 
0CA:U S P S-140.54 

0cNusPs-T40-55 
OC A/U S PS -T40- 56 
OCA,'USPS-T40-57 
OCA/USPS-T40-58 
OCAiUSPS-T40-61 
OCA:USPS-T40-62 
OCNUSPS-T40-63 
OCNUSPS-140-64 
OCNUSPS-T40-65 
OCAIUSPS-140.66 
OCNUSPS-140-67 
OCNUSPS-T40-68 
OCAIUSPS-140-69 
OCNUSPS-T40-70 
OCPJUSPS-T40-71 
OCAJUSPS-T40-72 
OCNUSPS-T40-73 

Desiqnatinq Parties 

OCA, PRC 
OCA 
OCA, PRC 
OCA, PRC 

OCA, PRC 
OCA, PRC 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA, PRC 
OCA, PRC 
OCA, PRC 
OCA, PRC 
OCA, PRC 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
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lnterroqatory 

OCNUSPS-T40-74 
OCNUSPS-T40-75 
OCNUSPS-T40-76 
OCAIUSPS-T40-77 

OCNUSPS-T40-78 
OCA'USPS-T40-79 
OCNUSPS-T40-80 
OCA.'USPS-T40-8 1 

OCNUSPS-T40-82 
OCNUSPS-T40-83 
OCNUSPS-T40-84 
OCNUSPS-T40-85 
OCA/USPS-T40-86 
OCA/USPS-T40-87 
OCA.'USPS-T40-88 
OC&USPS-T40-89 
OCAiUSPS-T23-3 redirected to T40 
PBIUSPS-T40-1 
PBIUSPS-T40-2 
PostCom/USPS-T40-7 
PRCIIJSPS-POIR N0.4 - 0 3  redirected to T40 
PKCNSPS-POIR No 8 - 01 1 redirected to T40 
VPIUSPS-T40-2b 
VP/USPS-T40-3 

Desiqnatinq Parties 

OCA 
OCA 
OCA 
OCA 
OCA, PRC 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA, PKC 
OCA 
Pitney Bowes 
Pitney Bowes 
PRC 
MMA 
PRC 
PKC. Valpak 
PRC. Valpak 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 

TO INTERROGATORIES OF DOUGLAS F. CARLSON 

DFC/USPS-T40-1. Please explain why your proposal to raise the minimum fee 
from $2,000 to $5,000 for a lou-volume customer who wants to use Confirm 
service would be fair 

RESPONSE: 

The effective annual price under the $2,000 quarterly price is actually $8,000, so 

the new annual price of $5,000 is actually a reduction rather than the increase 

stated in the question. In practice many of the "Silver" level subscribers renew 

their subscriptions each quarter and are paying $8,000. 

2 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 

TO INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPST40-2. Please confirm that your proposal for Confirm fees reflects a 
decision by the Postal Service not to make Confirm readily available or 
accessible to individual postal customers who are not businesses. If you do not 
confirm, please explain. 

RES P 0 N S E : 

Not confirmed. There has been no decision made regarding how to offer Confirm 

service on an individual basis. My testimony merely re-aligns the prices for the 

existing Confirm product 

3 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 

TO INTERROGATORIES OF DOUGLAS F. CARLSON 

DFC/USPS-T40-3. Please provide the percentage of customers who purchase 
insurance who also purchase Delivery Confirmation for the same item. 

RESPONSE: 

According to POS data from December 2003 and June 2004, the most recent 

data available at the time of my analysis, 17 percent of items mailed with 

insurance also had Delivery Confirmation. 

A 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO 1NTERROGP.TORIES OF DQUGLAS F. CARLSON 

DFC/USPS-T40-5. Please confirm that postal employees have access to the 
date and time of delivery of insured items, and yet the Postal Service does not 
provide this information to the public. If you do not confirm, please explain. 

RESPONSE: 

Not confirmed. Postal employees do not have access to the date and time of 

delivery of unnumbered insured items, as these data are not collected. In the 

case of numbered insured items the Postal Service does keep records of date 

and time of delivery, and this information can be accessed by postal employees 

Customers can obtain the dat? and time of delivery of numbered insured items, 

as well as the recipient's signature. by purchasing return receipt service or 

Signature Confirmation 

5 
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RESPONSE OF FOSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORIES OF DOUGLAS F. CARLSON 

DFC/USPS-T40-6. Please refer to your testimony at page 26, lines 21-24 
Please define "General Insuraiice." 

RESPONSE: 

General Insurance, as distinguished from Express Mail Insurance. is defined in 

DMCS 943.21 

6 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 

TO INTERROGATORIES OF DOUGLAS F. CARLSON 

DFC/USPS-T40-7. Please refer to your testimony at page 26, lines 21-24. 
Please confirm that a record showing the date and time of delivery will, in fact, be 
retained by the Postal Service for all insured items, including those valued under 
$200. If you do not confirm, please explain. 

RESPONSE: 

Confirmed. A data record will be retained for all pieces delivered, but a record of 

delivery, which includes a signature, will only be retained for those pieces insured 

in excess of $200, as only these pieces will receive a signature at the time of 

delivery 

7 



RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE MAJOR MAILERS ASSOCIATION 

2 
10 
11 
50 

100 
101 
250 
500 

1,000 
2,000 
5,000 
7.500 

10,000 

MMAIUSPS-T40-1 
Please refer to page 18 of your direct testimony where you discuss your 
proposed new fee structure and fees for Confirm Service. 

A. Please confirm your proposed annual charges shown in the table below 
for First Class Confirm Service users with one ID code. If you cannot 

5,070 
5.630 
5,665 
7,030 
8.780 
8,798 

11,405 
15,780 
24.530 
42.030 
94,530 

138.280 
182,030 

confirm, ple, make corrections. 

Chame 
Cost Per 

Million 
Scans ($) 

5.000.00 
2.535.00 

563.00 
515.00 
140.60 
87.80 
87.10 
45.62 
31.56 
24.53 
21 -02 
18.91 
18.44 
18.20 

6. Please confirm the annual charges shown in the table below for a platinum 
First-class Confirm Service user with one ID code under the current fees and 
fee structure. If you cannot confirm, please make corrections and explain. 

of First- 
Class Total 

Annual 
(Millions; I C h a r 2 1  

1o.ooo 
1o.ooo 
1 o . m  
1o.ooo 

1 .ooo 10,ooo 
2.030 1o.ooo 
5,000 10,ooo 
7,500 10,000 

10,000 1o.ooo 

Cost Per 
Million 

Scans ($) 
10,000.00 
5,000.00 
1 .000.00 
909.09 
200.00 
100.00 
99.01 
40.00 
20.00 
10.00 
5.00 
2.00 
1.33 
1 .00 

3917 



RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE MAJOR MAILERS ASSOCIATION 

MMAIUSPS-T40-1, Page 2 of 3 

C. Please confirm that, for current platinum level Confirm Service users who 
have one ID code and purchase the number of First Class scans shown in 
Column 1 of the following table, your proposed rates will increase or 
reduce their total charges by the percentages shown in Column 2. If you 
cannot confirm, please make corrections 

First-Class 

[Millions) I increase 
11 -50% 

4 9 %  

4 3 %  
-30% 
-12% 
-12% 
14% 
58% 

1,000 145% 
2 . m  320% 
5.000 845% 

and explain. 

D. Is it your belief that a Confirm User who used 1 billion First Class scans in 
BY 2005 will purchase the same number of scans in TY 2008 even if the 
Confirm User's total cost increases by 145%? Please explain your 
answer. 

E. Is it your belief that a Confirm User who used 10 billion First Class scans 
in BY 2005 will purchase the same number of scans in TY 2008 even if 
the Confirm User's total cost increases by 1720%? Please explain your 
answer. 

RESPONSE: 

a. Confirmed 

b. Confirmed 

c. Not Confirmed. The proposed change for the user of 7.5 billion scans 

would be a 1286 percent increase, not 1283 percent, in this hypothetical 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE MAJOR MAILERS ASSOCIATION 

MMNUSPS-T40-1, Page 3 of 3 

example. However, to date, no subscriber has used even one-seventh of the 

scans in this example. 

d-e. To date there are no subscribers that use even 1 billion scans, so these 

hypotheticals appear to be unrealistic. Specifically. in the 10 billion scan 

example, assuming 2.37 scans per piece (see my response to OCNUSPS- 

T40-24). the subscriber would be monitoring more than 4.2 billion pieces, or 

over 4 percent of all First-class Mail mailpieces. Even at the lowest proposed 

price (a 5-digit automation letter), this would entail over $1.3 billion in 

postage, compared to the $182,000 Confirm charge (or 0.01% of the 

postage). Despite the high percentage increase (which is based on the 

current price of $10,000). this seems like a small price to pay to monitor over 

4 percent of all First-class Mail. 
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MMAIUSPS-140-2 

Please refer to Library References USPS-LR-L-124 W P 4  Confirm, where you 
derive test year revenues for Confirm Service at your proposed fees, and 
USPS-LR-L-75. page 32. 
A. Please confirm that, for base year 2005, 180 Confirm subscribers provided 

the Postal Service total revenues of $1,159,500, If you cannot confirm. 
please provide the correct number of subscribers and total revenue. 

Platinum subscribers for the test year before rates, the same number as in 
base year 2005. If you cannot confirm, please provide the correct number 
of subscribers and explain. If you can confirm, please explain the bases 
for this projection. 

C. Please confirm that you project that there will be 180 Confirm users in the 
test year afler rates and explain the bases for your projection. If you 
cannot confirm, please state the number of Confirm Subscribers you do 
project and explain the bases for your projection. 

$1,517,295, a rate increase of 49%, from the Same number of subscribers 
that you expect would generate $1,018,250 in the test year before rates. 
If you cannot confirm. please correct these figures and explain. 

E. Please explain why the Confirm Service FY 2005 revenues of $1,159,500, 
as shown in Library Reference USPS-LR-L-75, are $141,250 higher than 
the Test Year Before Rates revenues of $1,018,250, as shown in Library 
Reference USPS-LR-L-124. W P 4 .  

F .  Please provide the total number of First Class Mail scans performed for 
(1) Silver Subscribers, (2) Gold Subscribers, and (3) Platinum Subscribers 
during base year 2005. Please provide the sources for your answers. 

G. Please provide the total number of Standard Mail scans performed for (1) 
Silver Subscribers, (2) Gold Subscribers, and (3) Platinum Subscribers 
during base year 2005. Please provide the sources for your answers. 

8. Please confirm that you project that there will be 180 Silver, Gold and 

D. Please confirm that your proposed rates are expected to generate 

RESPONSE: 

a. confirmed 

b-c. Confirmed. See my response to question 3 of Presiding Officer’s Information 

Request (POIR) No. 4 

d. Not confirmed. There would be a revenue increase of 49 percent (to 

$1.517.295), not a rate increase of 49 percent. Under the proposed pricing 

structure, the resulting price increase depends on individual usage. Some 
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TO INTERROGATORY OF THE MAJOR MAILERS ASSOCIATION 

MMAfUSPST40-2, Page 2 of 2 

existing subscribers may experience a decrease in the amount they pay for 

Confirm service under the new pricing structure. 

e. The number of additional 10s purchased by existing subscribers has 

decreased significantly as Confirm users determined that there were other ways 

to uniquely identify individual mailpieces. Combining this with the expanded 

number of characters available for use if customers use a 4-state barcode, I 

determined that mailers would be unlikely to buy additional IDS when they were 

no longer necessary, resulting in a reduction in the number of additional IDS. 

f-g These data are not available. See my response to OCNUSPS-T40-24. 
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MMNUSPS-T40-3 

Please refer to Library Reference USPS-LR-L-I24 WP-4 Confirm where you 
derive test year revenues for Confirm Service at your proposed fees. 
A. Please confirm that from the 180 Confirm Service users in TY 2008, you 

project sales of (1) 919 blocks of 1 million units to users requiring 1-9 
additional blocks of 1 (Tiillion units, (2) 4,365 blocks of 1 million units to 
users requiring 10-89 additional blocks of 1 million units, and (3) 22,868 
blocks of 1 million units to users requiring more than 99 additional blocks 
of 1 million units. If you cannot confirm, please explain. 

6. Pleese provide the derivation and sources for the number of additional 
blocks of 1 million units referenced in part (A) of this interrogatory. 

C. Please confirm that, of the $1,517,295 total revenues projected for 
Confirm Service, $900,000 or 59.3% originates from the user fee of 
$5,000 per year and $617,295 or 40.7% originates from users based on 
the number of units purchased. If you cannot confirm, please explain. 

D. Please confirm that, in TY 2008, you project no revenues from Confirm 
subscribers who require additional ID codes. If you cannot confirm, 
please provide the total estimated for TY 2008 revenues from Confirm 
users who require additional ID codes and explain. If you do confirm, 
please explain why Confirm Subscribers who purchased additional ID 
codes during FY 2005 will not have a need to purchase additional ID 
codes during Tf 2008. 

RESPONSE: 

a. Confirmed. 

b. See my response to question 3 of Presiding Officer’s Information Request 

No. 4. 

c. Confirmed. 

d. Confirmed. See my response to MMNUSPS-T40-2(e). 
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MMNUSPS-T404 

Please refer to Library Reference USPS-LR-L-124 WP-4 Confirm where you 
derive test year revenues for Confirm Service at your proposed fees. 
A. Please confirm that, where you have indicated 'NA" in the column under 

percent increase, you did not compute the anticipated percent increase. If 
you cannot confirm. please explain. 

for representative users of Confirm Service? If not, why not? If so, please 
provide those computations. 

B. Did you perform any computations of the proposed percentage increase 

Scans Used 

1.000,000,000 
750,000,000 
500,000,000 
250.000,OOO 
100,000,000 
50,000,000 
25,000,000 
10,000,000 
1,000,000 

RESPONSE: 

a. Confirmed. Footnote 2 of WP-4 Confirm explains the content of the 

percentage change column. For those rows with an "/A" it was not possible 

to calculate a percentage change, as there was either no current fee or no 

proposed fee, since the new and old pricing structures are not completely 

comparable 

b. I did develop computations on the percentage change for levels of Confirm 

usage. The table is provided below 

Current 
Price to 

Customer 
$10,000 
$10,000 
$10,000 
$10.000 
$10,000 
$4.500 
$4,500 
$4,500 
$4,500 

Confirm 

Impact of Different Cost Levels for Selected Levels of 
Scan Usage 

Proposed 
Price to Percent 

Customer Increase 
$56,048 460% 
$43,798 338% 
$31,548 215% 
$19,298 93% 
$11,948 19% 
$9.498 111% 
$7,730 72% 
$6,260 39% 
$5,140 14% 
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MMNUSPS-140-5 

Please refer to Library Reference USPS-LR-L-124 WP-4 Confirm. 
A. Please confirm that, during FY 2005, Silver Confirm subscribers did not 

purchase any additional ID codes. If you cannot confirm, please provide the 
number of Silver subscribers who purchased additional ID codes and the total 
number of 3-month (or lesser time period) ID codes they purchased. 

B. Please confirm that, during FY 2005. Gold Confirm subscribers did not 
purchase any additional ID codes. If you cannot confirm, please provide the 
number of Gold subscribers who purchased additional ID codes and the total 
number of 3-month (or lesser time period) ID codes they purchased. 

purchased a total of 292 additional 3-month ID codes. Whether you confirm 
or not, please provide the total number of Platinum Confirm subscribers who 
purchased additional ID codes and the number of additional 3-month (or 
lesser time period) ID codes each user purchased. 

subscribers who used (1) only one of the 3 ID codes included in their basic 
subscription package, (2) two of the 3 ID codes included in their basic 
subscription package, and (3) all of the 3 ID codes included in their basic 
subscription package, 

C. Please confirm that, during PI 2005, Platinum Confirm subscribers 

D. Please provide, for FY 2005. the total number of Platinum Confirm 

RESPONSE: 

a-c. Unfortunately, the data for FY2005 do not allow for allocating the additional 

ID revenue to subscription tier. As mentioned in my response to MMAJUSPS- 

T40-2(e). the revenue from additional IDS is not a major portion of the total 

revenue, and in the test year I have assumed it is even less important. (In fact, it 

IS assumed to be zero.) So while these data would be interesting, and it is my 

understanding that future data reports will enable such a calculation, the relative 

use of additional IDS is not significant in my fee design. 

d. As we do not retain scan data beyond a period of 120 days, we have no way 

of determining how many ID codes were used by Platinum subscribers in FY 

2005 
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MMA/USPS-T40-6 

For each fiscal year or portion thereof that Confirm service has been offered, 
please provide the following information: 

A. 

B. 

C. 

D. 

The total number of Silver. Gold, and Platinum subscribers at the end 
of the fiscal year; 
Total Subscription Fee revenues received from (1) Silver, (2) Gold and 
(3) Platinum subscribers for the period: 
Total additional ID code revenues received from (1) Silver, (2) Gold 
and (3) Platinum subscribers for the period; and 
Total revenues derived from sales of additional scan blocks to (1) 
Silver and (2) Gold subscribers. 

RESPONSE: 

The only fiscal year for which these data are available is FY 2005, which is 

presented in LR-L-77, page K-14. 
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MMAIUSPS-T40-8. 
Please refer to your response to Interrogatory MMNUSPS-T40-3 (A) and (B). 
where you were asked to provide the source of your test year projections of 
additional blocks of one million units that would be purchased for Confirm Service. 
In your answer, you referred to a previous response to question 3 of Presiding 
Officer's Informato n Request (POIR) No. 4. 
A. While we understand that this may be your best estimate of the test year 
billing determinants, please confirm that your methodology uses a considerable 
amount of judgment in order to obtain your test year projections. If you cannot 
confirm, please explain how confident you are in your projections and specifically 
point out which portions of your analysis are based on historic data and which 
portions are based on judgmental considerations. 
6. Please confirm that Interrogatory MWUSPS-T40-3 (B) requested that you 
provide the derivation and sources for the number of additionalblo cks of 1 
million units that you show in Library Reference USPS-LR-L-124 WP-4 Confirm, 
namely (1) 919 blocks of 1 million units to users requiring 1-9 additionalblo cks of 
1 million units, (2) 4,365 blocks ot 1 million units to users requiring 10-89 
additionalblo cks of 1 million units, and (3) 22,868 blocks of 1 million units to 
users requiring more than 99 additionalblo cks of 1 million units. If you cannot 
confirm, please explain. 
C.  
(B). by reference to your answer to POIR No. 4, Question 3, provides a "process" 
by which these volumes were determined as well as an "example of the 
computations. If you cannot confirm, please explain. 
0. Please confirm that it is not possible to replicate your projections of 
additional blocks of 1 million units that Confirm Service will purchase from data 
already available in the record. If you cannot confirm, please point out 
specifically where in the existing record the derivations of the numbers 919, 
4,365 and 22,868 additional Slocks of 1 million units are provided. 

RESPONSE: 

Please confirm that your original answer to Interrogatory MMNUSPS-T40-3 

a. Confirmed. Some judgment was needed to determine the best method to use 

the available historical data in my analysis 

b. Confirmed 

c. Confirmed. Incidentally, my "original" answer to MMNUSPS-T40-3(b) is the 

only answer filed 

d. As my reference to the response to the Presiding Officer's Information 

Request No. 4. Question 3 explains, the derivation of the number of blocks was 
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MMAIUSPST40-8, Page 2 of 2 

based on estimates of the number of scans actual subscribers would use in a 

subscription period. To make it possible for my projections to be replicated on 

the record. each user's usage pattern over a period of time would have to be 

made available on the record. which could place those subscribers at a 

competitive disadvantage. I also note that moderate changes to the estimates of 

block usage would not have a substantial impact on the revenue results 
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OCA/USPS-T40-8. 
rates revenue for the test year 2008 is $43,606,295 as shown in your Library 
reference LR-L-124, WP-8. :f you do not confirm, please explain. 

Please confirm that the estimated Registered Mail before 

RESPONSE: 

Confirmed 
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TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T40-9. Please confirm that a comparison of the Postal Service's 
base year before rates Registered Mail revenue to the base year before rates 
cost is a part of the basis for your conclusion in your testimony at page 41 that 
Registered Mail has been priced below its costs for the past few years. If you do 
not confirm, please explain. 

RESPONSE: 

Confirmed 
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OCNUSPS-T40-10. 
after rates costs are estimated at $59,696,000. If you do not confirm, please 
explain 

RESPONSE: 

Confirmed 

Please confirm that for the test year 2008, Registered Mail 
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OCAILISPS-T40-11. 
Registered Mail after rates revenues of $60,606,732 as shown in your Library 
reference LR-L-124. WP-8. If you do not confirm, please explain. 

RESPONSE: 

Please confirm that for the test year 2008, you estimate 

Confirrned 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/IJSPS-T40-12. Please confirm that, for registry, the ratio of the estimated 
test year after rates revenue of $60,606,732 to the estimated test year after rates 
costs of $59,696,000 as indicated by witness Waterbury (T-10). Exhibit No. 
USPS-TIOM, page D-I ,  (101.526 percent) reflects the application of your 
propo:jal for 102 percent cost coverage for Registered Mail. If you do not 
confirm, please explain. 

RESPONSE: 

Confirmed 
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OCNUSPS-T40-13. This interrogatory seeks to clarify the proposed pricing of 
Confirm service for First-Clss Mail and Standard Mail. Please refer to your 
testimony at page 17, lines 7-10. 
a. I’lease confirm that for two mailpieces that are identical in every way (i.e., 

!size. shape, weight, addressing quality, etc.), except that one mailpiece is 
inarked First-class Mail and the other Standard Mail, the cost per scan to 
the Postal Service is identical. If you do not confirm, please explain. 
IPlease explain the circumstances under which the cost per scan to the 
IPostal Service might be different for First-class Mail and Standard Mail 
pieces of different size, shape, weight, addressing quality, etc. 

b.  

RESPONSE: 

a, -b .  C,onfirrned. Despite ve,y similar mail piece characteristics (aside from 

markings and postage), cost per passive scan is the same. First-class Mail and 

Standard Mail letters have significantly different unit revenue, cost coverages 

and selvice standards 
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OCNCISPS-T40-14. This interrogatory seeks to clarify the proposed pricing of 
Confirm service for First-class Mail and Standard Mail. Please refer to your 
testimony at page 17. lines 7-10, 
a. Please confirm that under your proposed fee schedule (see Table 4 in 

your testimony), the price per scan for a First-class mailpiece in the 1'' to 
9Ih block of one million units will be $0.00007 ((1 * 1 )  I 1,000,000 ' $70). If 
you do not confirm, please explain. 
Please confirm that under your proposed fee schedule, a First-class 
mailer purchasing 1,000.000 units in the 1" to 9Ih block will receive 
1,000,000 scans. If you do not confirm, please explain. 
Please confirm that mder your proposed fee schedule, the price per scan 
for a Standard Mail piece in the 1'' to 9Ih block of one million units will be 
$0.00035 ((1 * 5) I 1,000,000 ' $70). If you do not confirm, please explain. 
Please confirm that under your proposed fee schedule, a Standard mailer 
purchasing 1,000,000 units in the 1'' to 9'h block will receive 200.000 
scans. If you do not confirm, please explain. 
Please explain the rationale for the difference in price per scan for these 
two classes of mail. 

b. 

c. 

d 

e 

RES PON S E : 

a-d Actually, the Confirm subscriber that purchases the units does not identify 

itself as a "First-Class mailer" or a "Standard mailer"; the customer is purchasing 

units. and the average number of units per scan depends on the class-mix of the 

mail that the customer wishes to monitor with Confirm. However, the math in the 

question IS correct. 

e The difference in price is consistent with the long-standing practice of treating 

First-class Mail and Standard (formerly third-class) Mail differently. First-class 

Mail has features that are different from Standard Mail, and it is my 

under5,tanding that the pricing reflects these differences 
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OCA/lISPS-T40-15. This interrogatory seeks to clarify the proposed pricing of 
Confirm service. Please refer to LR-L-124, spreadsheet tab "WP-4 Confirm." 
a. Please confirm that under your proposed fee schedule (see Table 4 in 

your testimony), the price per block of one million units for the I" to 9Ih 
block of $70 is not based on the actual cost per scan or per unit to the 
Postal Service. If you do not confirm, please explain and provide all 
calculations showing the cost per scan or cost per unit on which your 
proposed prices are based. 
Please confirm that under your proposed fee schedule (see Table 4 in 
your testimony), the price per block of one million units for the IO"' to 99Ih 
block of $35 is not based on the actual cost per scan or per unit to the 
Postal Service. If you dcI not confirm, please explain and provide all 
calculations showing the cost per scan or cost per unit on which your 
proposed prices are based. 
Please confirm that under your proposed fee schedule (see Table 4 in 
your testimony), the price per block of one million units for the 100th or 
more block of $17.50 is not based on the actual cost per scan or per unit 
to the Postal Service. If you do not confirm, please explain and provide all 
calculations showing the cost per scan or cost per unit on which your 
proposed prices are based. 
Please explain on what cost per unit basis to the Postal Service your 
proposed prices for each block of one million units are based, and show 
all calculations that develop your cost per unit. 
Please confirm that your proposed 1) price per block of one million units 
for the 1" to 9Ih block of $70; 2) price per block of one million units for the 
lo th  to 99Ih block of $35; and, 3) price per block of one million units for the 
100'" or more block of $17.50 represents "value pricing." If you do not 
confirm, please explain. 

b. 

C 

d 

e 

RESPONSE: 

a-d. The prices for the blocks of units are based upon, but are not directly tied to, 

the average cost per scan in that there is not a "markup" of the scan cost to 

obtain the prices. However, enough revenue must be obtained by the prices for 

Confir'm service to cover its total cost. I have proposed that the revenue be 

obtained in part from a fixed participation fee, and in part from an element that 

varies according to how much information the participant gains from the service. 

Total cost for this product with contingency is $1,200,890. USPS-T-40, page 19. 

I f  one were to divide all of these costs by the estimated total number of blocks to 
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OCA/USPS-T40-15, Page 2 of 2 

be purchased in the test year (28,152), the average cost per block of units is 

$42.66 (or $1,200,890 /28,152). 

e. Not confirmed. The prices I propose for this product are designed to minimize 

the impact on all users while still managing to generate sufficient revenue to 

cover the costs of the product. As this product has a cost that varies very slightly 

with increases in volume, it is necessary to develop a pricing structure that 

covers costs, while maintaining some consistency with the existing pricing 

structure. The prices developed for this product have a moderate cost coverage 

of 126 percent. USPS-T-40, page 19. The prices for the blocks of units, along 

with the annual user fee, are designed Lo be fair and equitable. and allow the 

Postal Service to offer the Droduct. 
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OCNUSPS-T40-16. This interrogatory seeks to determine the impact of the 
proposed fee schedule on Confirm subscribers. Please refer to your testimony at 
page 17, lines 11-13. Please explain the rationale for eliminating the three 
subscription tier levels. 

RESPONSE : 

The ral:ionale for the elimination of the three subscription levels is to allow the 

product to better meet the pricing criteria as noted in my testimony on page 20 

As my testimony states, this pricing structure is more fair and equitable than the 

three-Per system, and is less complicated. Additionally, the proposed pricing 

structure is intended to generate revenue adequate to cover Confirm costs, 

which would not have been accomplished under the current pricing. With the 

new approach the Postal Service can continue offering Confirm service 
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OCNlJSPS-T40-17. This interrogatory seeks to determine the impact of the 
propo:;ed fee schedule on Confirm subscribers. Please refer to LR-L-124, 
spreadsheet tab "WP-4 Confirm." 
a. Comparing the "Silver" subscription service fee with the proposed fee 

schedule, please confirm that the current 16 subscribers of the "Silver" 
subscription service will pay higher total fees under your proposed fee 
schedule. If you do ncf confirm, please explain and show all calculations 
supporting your answer. 
Comparing the "Silver" Subscription service fee with the proposed fee 
schedule, please confirm that you are assuming that the current 16 
subscribers of the "Silver" subscription service will all become subscribers 
at the proposed higher user fee. If you do not confirm, please explain. If 
you do confirm, please explain the basis for your assumption. 
Please explain how you have adjusted your revenue model to account for 
the fact that not all 16 subscribers of the "Silver" subscription service will 
become subscribers under your proposed higher fee schedule. 

b. 

C 

RESPONSE: 

a Not confirmed. There are sixteen subscriptions, rather than subscribers. In 

soiiie cases, individual subscribers have purchased four sequential 

sulxcriptions. a new one each quarter. In such an instance, a subscriber is 

likr:ly to pay less as a result of the new pricing structure. Giventhat the 

current prices are not cov2ring costs, as the revenue in FY 2005 was 

$1 159.500 (LR-L-77, page k-1.4) and the costs were $4,479,006 (LR-L-59. 

Confirm XIS sheet, cell H71). increases overall are required to meet the 

statutory requirement that revenues cover costs 

b -c. Not confirmed. I am assuming that if the proposed pricing structure goes 

into effect that the number of subscriptions will be the same as in the base 

year. I a m  not assuming that the 180 subscribers in the test year will be the 

saine as those in the base year. It is quite possible that some existing 

subscribers will choose to no longer use the Confirm product, or may choose 

to contract with another direct subscriber to receive the service. At the same 
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OCNUSPS-T40-17, Page 2 of 2 

tirne it IS expected that nefl  subscribers will sign up, since the product is still 

relatively new and IS becomirig better known 
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OCNLISPS-T40-18. This interrogatory seeks to determine the impact of the 
proposed fee schedule on Confirm subscribers. Please refer to LR-L-124, 
spreadsheet tab "WP-4 Confirm.'' 
a. Comparing the "Gold subscription service fee with the proposed fee 

schedule, please confirm that the 119 subscribers to the "Gold" 
subscription service will pay higher total fees under your proposed fee 
schedule. If you do not confirm, please explain and show all calculations 
supporting your answer. 
Coniparing the "Gold" subscription service fee with the proposed fee 
schedule, please confirm that you are assuming that the current 119 
subscribers of the "Gold'' subscription service will all become subscribers 
under your proposed tee schedule. If you do not confirm, please explain. 
If you do confirm, please explain the basis for your assumption. 
Please explain how you have adjusted your revenue model to account for 
the fact that not all 11 9 subscribers of the "Gold" subscription service will 
become subscribers under your proposed higher fee schedule. 

b. 

c .  

RESPONSE: 

a Confirmed 

b -c Not confirmed See the response to OCA/USPS-T40-17(b-c). 
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OCA/IJSPS-T40-19. This intarrogatory seeks to determine the impact of the 
proposed fee schedule on Confirm subscribers. Please refer to LR-L-124, 
spreadsheet tab "WP-4 Confirm." 
a. Comparing the "Platinum" subscription service fee with the proposed fee 

schedule, please confirm that ihe 45 subscribers of the "Platinum" 
subscription service will pay higher total fees under your proposed fee 
schedule. If you do not confirm, please explain and show all calculations 
supporting your answer. 
Comparing the "Platinum" subscription service fee with the proposed fee 
schedule, please confirm that you are assuming that the current 45 
subscribers of the "Platinum" subscription service will all become 
subscribers under your proposed fee schedule. If you do not confirm, 
please explain. If you do confirm, please explain the basis for your 
assumption. 
Please explain how you have adjusted your revenue model to account for 
the fact that not all 45 subscribers of the "Platinum" subscription service 
will become subscribers under your proposed higher fee schedule. 

b. 

C 

RESPONSE: 

a Not Confirmed. First of all. I am not assuming that the exact same entities will 

be subscribers in the lest year. But. in any event, the total expenditure will 

depend on usage level. It is quite possible that some current "Platinum" 

subscribers will see a price decrease given their level of usage 

b -c. Not confirmed. See the response lo OCA/USPS-T40-17(b-c). 
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OCAfUSPS-T40-20. This interrogatory seeks information on the uses of Confirm 
information by the Postal Service, Please refer to Postal Service Publication 197, the 
Confirm User Guide, at page 29, where it states "Preshipment notification enables the 
Postal Seivice to use Confirm information to measure, diagnose, monitor, and improve 
mail processing and delivery service performance." 

Please explain how the preshipment notification "enables the Postal Service 
to use Confirm information to measure, diagnose, monitor, [or] improve" 1) 
mail processing or 2) delivery service performance. Please describe and 
explain the actions taken (if any) and the results achieved (if any) to improve 
mail processing and delivery service performance as a result of any 
preshipment notification(s). If no actions have been taken, please discuss the 
reasons. 
Please provide any reports, studies, analysis or other documents in the Postal 
Service's possession involving Confirm information that were used by the 
Postal Service to measure, diagnose, monitor, or improve 1) mail processing 
or 2) delivery service performance. Please describe and explain the actions 
taken ( i f  any) and the results achieved (if any) to improve mail processing and 
delivery service perforinance as a result of these reports, studies. analysis or 
other documents If no actions have been taken, please discuss the reasons. 

a .  

b 

RESPONSE: 

a-b As the question notes, the Postal Service originally expected to rely upon 

prtshipmenl notifications as a tool lo improve the utility of Confirm scans 

Publication 197 was accordingly written to emphasize the importance of 

preshipment notifications. However, as explained further in response to 

OC:NUSPS-T40-23. 25-26. that expectation was not borne out operationally 

The use of Confirm as an analytical tool today involves seeding by the Postal 

Service of the mail with lest pieces and analyzing the sequence of scans from 

thclse pieces. Similarly, some Confirm customers have relied upon their own 

scan data when approaching the Postal Service to discuss service issues 

Regardless of the source of Confirm scan data, its use "to measure, diagnose, 

monitor, or improve" mail ;Jrocessing is essentially ad hoc since the data are 

uslzd to highlight specific problems and resolve them. While the Postal Service 
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has concluded that Confirm is ill-suited to evaluation of system performance, 

some Confirm customers do use it for that purpose by, for example, showing the 

Postal Service reports on that customer's scan data. The Postal Service has 

responded by developing reports that permit isolation of each customer's scan 

data; the purpose of these reports is to help in the evaluation of a customer's 

claims abovt what its scan data show. Because preshipment notifications have 

not been a success, Confirm is not suited to performance management, hence 

Confirm Service scans are generally not used to evaluate service or delivery 

performance 
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OCA/USPS-T40-21. This interrogatory seeks information on the uses of Confirm 
information by the Postal Service. Please refer to Postal Service Publication 197, the 
Confirm Llser Guide, at page 29, where it states "Preshipment notification enables the 
Postal Service to use Confirm information to measure, diagnose, monitor, and improve 
mail processing and delivery service performance.'' 

Please confirm that the Postal Service is proposing to eliminate from section 
991 31 of the Domestic Mail Classification Schedule (DMCS) the requirement 
that mailers provide "electronic notice of entering Confirm prior to or 
contemporaneous with mail entry." If you not confirm, please explain. 
Given the importance of preshipment notification to the Postal Service to 
"measure, diagnose, monitor, and improve mail processing and delivery 
service performance," please explain why the Postal Service is proposing to 
eliminate the requirement of prior electronic notice from section 991.31 of the 
DMCS. 
Please explain what the Postal Service intends to use as a substitute for 
preshipment notification to enable "the Postal Service to use Confirm 
information to measure, diagnose, monitor, and improve mail processing and 
delivery service performance." 

a 

b. 

c 

RESPONSE: 

a Confirmed 

b-c See my response to OCNUSPS-T40-20 
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OCA/USPS-T40-22. This interrogatory seeks information on the uses of Confirm 
information by the Postal Service Please refer to Postal Service Publication 197, the 
Confirm User Guide, at page 38, where it states 

"A I'ostal Service representative scans the Shipment ID barcode with a 
harid-held scanner at the point when the Postal Service takes final 
possession of the confiim mail shipment-prior to inducting the shipment 
into the mail processing stream. This entry scan serves to "start the clock 
on Confirm mail and generates entry scan data." 

a Please confirm that the Shipment ID barcode for a Confirm mailing is to be 
provided on PS Form 8125 by Standard mailers, and PS Form 3152-A by 
First-class mailers. If you do not confirm, please explain. 
Please identify and describe means and methods other than PS Form 8125 
and PS Form 3152-A that may be used by First-class and Standard mailers, 
respectively, to provide the Snipment ID barcode. 
Please discuss 1) why First-Class and Standard mailers would or would not 
choose to provide Shipment ID barcodes on the forms identified in subpart a,, 
above, versus the rneaiis and methods identified in subpart b., above; and 2) 
the Postal Service's preferred method, either the forms identified in subpart 
a,. above, or the means and methods identified in subpart b., above. 
Please provide 1) the number of First-class and Standard mailers that 
provide Shipment ID barcodes on PS Form 8125 and PS Form 3152-A, 
respectively. and, 2) the number of First-class and Standard mailers that 
provide Shipmenf ID barcodes by means and methods identified in subpart b., 
above. 

b. 

C 

d 

RESPONSE: 

a Not confirmed The Shipment ID barcode is provided on PS Form 8125 for plant 

verified dropshipped mail, which is predominantly Standard Mail. The Shipment 

ID barcode is provided on PS Form 3152-A for mail inducted at a Postal Service 

Business Mail Entry Unit or Detached Mail Unit, which is predominantly First- 

Class Mail. 

Nc other means are available, except for First-class Mail mailers who induct mail 

continuously throughout the week while submitting an Entry Scan file in lieu of an 

aclual barcode 

b 
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c. Mailers would choose not to provide Shipment ID barcodes if they do not wish to 

comply with Confirm requirements and are not interested in receiving Confirm 

entry scan information (excepting those First-class Mail mailers cited in the 

response to part b)  

These data are not available d 
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OCNUSPS-140-23. This interrogatory seeks information on the uses of Confirm 
information by the Postal Service. Please refer to Postal Service Publication 197, the 
Confirm User Guide, at page 15. where it states 

(PS Form 8125 or PS Form 3152-A] accompanies the shipment to its drop 
site, where Postal Service personnel scan the barcode on the form. For 
Destination Confirm shipments, the Postal Service's scanning of the 
Shipment ID barcode on the induction form "starts the clock and 
generates entry scan data. This process indicates that mail has entered 
the mailstream. 

Also, please refer to the same p a ~ e  where it states: 
A stop-the-clock scan occurs for a mailpiece when it goes through any one 
of the sort operations that predict same-day delivery. The criteria for a 
stop-the-clock scan is that if the mailpiece passes through one of these 
sort operations before 1O:OO a.m., it is nearly certain that it will be 
delivered by the carrier that same day. 

a Please confirm that the entry scan provides the "start the clock" date and time 
entry data for a Confirm mailpiece, the facility name of entry, facility ZIP 
Code, and Shipment ID. If you do not confirm, please explain. 
Please confirm that the "start the clock" entry data and the stop-the-clock 
scan data provide accurate, reliable and consistent measurement of 1) in- 
transit time within the Postal Service, and 2) delivery service performance as 
a basis for determining achievement of delivery service standards for First- 
Class Mail and Standard Mail. If you do not confirm, please explain. 
Please identify and describe any and all problems that prevent the "start the 
clock" entry scan data and the stop-the-clock scan data from providing 
accurate. reliable and consistent measurement of 1) in-transit time within the 
Postal Service, and 2) delivery service performance as a basis for 
determining achievement of delivery service standards for First-class Mail 
and Standard Mail. 
For each problem identified in subpart c. above, please rank order each 
problem from most important to least important, provide any data or analysis 
as to the extent of the problem, describe the actions taken (if any) to correct 
the problem, and discuss the ;esults achieved (if any). If no actions have 
been taken, please discuss the reasons. 

h 

C 

d. 

RESPONSE: 

a The entry scan provides the Confirm mail shipment induction date and time: 

facility ZIP Code, and Shipment ID. This information can serve as a "start the 

clock" for a Confirm mailpiece. 
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b. 

c. 

See the response to OCNUSPS-T40-20. 

The following prevent Confirm service from being a service performance tool: 

i) inconsistent mail preparation and barcoding methods by Confirm mailers; 

ii) inconsistent induction procedures by mailers and the Postal Service; 

iii) 'system infrastructure limitations that limit the ability to uniquely identify 

inailpieces within a pre-shipment notification; 

iv) 'ack of integration with postal mail acceptance and verification procedures, 

.and 

v) incorrect entry of information on mail processing equipment that becomes 

associated with a Confirm scan. 

d See the response to part c. Problems are ranked equally. While the Postal 

Service continues to work on improved integration that should also improve the 

capability of measuring performance, the Postal Service does not currently view 

Confirm as a sysiern well suited lo Performance measurement. 
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OCNUSPS-140-24. This interrogatory seeks information on the shipments and 
mailpiece volume of Confirm. 

a. For Destination and Origin services separately, please provide the number of 
Confirm shipments provided by First-class and Standard mailers, 
respectively, in the base year. 
For Destination and Origin services separately, please provide the total 
volume of Confirm mailpieces provided by First-class and Standard mailers, 
respectively, in the base year. 
For Destination and Origin services, and First-class and Standard mailpieces, 
separately, please provide the average number and the standard deviation of 
scans for each Confirm mailpiece. 

b. 

c. 

RESPONSE: 

a. No1 available 

b-c. The requested data are not available for two reasons 

I. As noted in my response to OC.AIUSPS-T40-14(a-d), Confirm users are 

not exclusive mailers of either First-class Mail or Standard Mail 

Subscribers often use mdtiple classes of mail 

The data are not available for the base year as the data are stored for just 

a limited time 

ii. 

Huaever, based on analysis of the data conducted prior to implementation of the 

new policy that limits how lorig data are stored, the following results were 

developed for the period from October 2003 to July 2005 
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Whle the data presented above are likely representative of the volume of scans 

and mailpieces during that time period, they are not necessarily 100 percent 

accurate 
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OCA/USF'S-T40-25. This interrogatory seeks information on the accuracy of mailpiece 
records for Confirm. Please refer lo Postal Service Publication 197, the Confirm User 
Guide, at page 46, where it states "the Postal Service cannot guarantee that every 
Confirm mailpiece with a PLANET Code will receive a scan." Please provide the 
percentage of Confirm mailpieces with PLANET Codes that do not receive a scan. 
Please describe and discuss tne source of the problem, the actions taken (if any) to 
correct the problem, and discuss the results achieved (if any). If no actions have been 
taken. please discuss the reasons. 

RESPONSE: 

The Posta Service does not know how many mailpieces with PLANET Codes do not 

receive si:ans. and the Postal Service does not even know how many mailpieces have 

PLANET Codes. A mailpiece with a PLANET Code will receive a scan only if it happens 

to pass through a machine thsr is equipped lo scan the mailpieces. Below is a partial 

list of situations in which a piece of mail bearing a PLANET Code might not receive a 

scan 

I Origin Confirm courtesy envelopes have PLANET Codes placed on them, and 

many of them will not be entered in the mail stream; 

M;-rilpieces that are sorted to the 5-digit level; 

Mailpieces that are sorted lo the destination delivery unit; or 

Mailpieces that have unreadable PLANET Codes; 

II 

111 

iv.  

It may be financially advantageous for a mailer to place PLANET Codes on all of its 

mailpieces. including those that will never receive a scan, as this process allows them to 

produce only one type of mail label. thereby reducing complexity. The Postal Service is 

not aware of any specific problems with scan failures for mail that passes through a 

suitably equipped piece of equipment 
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OCA/USPS-T40-26. This interrogatory seeks information on the accuracy of mailpiece 
records for Confirm. Please refer to Postal Service Publication 197, the Confirm User 
Guide, at page 46, where it states "the Postal Service cannot guarantee that every 
Confirm mailpiece with a PLANET Code will receive a scan." 

a IPlease confirm ihat a mailpiece scan record provides the facility ZIP Code, 
inail sortation operation code, date and time a mailpiece was processed, the 
IPOSTNET code, and the PLANET code. If you do not confirm, please 
lexpl ai n . 
For each separately, please provide the percentage of mailpiece scan records 
.lhat 1 j lack a facility ZIP Code, or 2) have an inaccurate facility ZIP Code. If 
Postal Service-prepared percentages, or estimates thereof, are unavailable, 
have the requested percentages been estimated by any Confirm subscribers 
and provided to the Postal Service? Without identifying any Confirm 
subscriber(sj, please provide the requested percentages, as estimated by 
Confirm subscribers. 
For both data elements identified in subpart b. above, please describe and 
discuss the source of the problem, the actions taken (if any) to correct the 
problem, and discuss the results achieved (if any). If no actions have been 
taken, please discuss the reasons. 
1 j For each separately, please provide the percentage of mailpiece scan 
records that have i) dates that pre-date when a mailing was entered, or ii) 
dates for scans that span more than three days. If Postal Service-prepared 
percentages, or estimates thereof. are unavailable, have the requested 
percentages been estimated by any Confirm subscribers and provided to the 
Postal Service? Without identifying any Confirm subscriber(s), please provide 
lhe requested percentages. as estimated by Confirm subscribers. 2) IS the 
Postal Service aware of n,ailpiece scan records that have dates for scans that 
are "future dates;" for example, the entry scan for a Confirm shipment occurs 
on June 6Ih, but the mailpiece scan record shows processing scans on June 
9Ih or beyond? Please explain. 
For both data elements identified in subpart d ~ l  j, above, please describe and 
discuss the source of the problem, the actions taken (if any) to correct the 
problem, and discuss the results achieved (if any). If no actions have been 
taken, please discuss the reasons. 
For each separately, please provide the percentage of mailpiece scan records 
that have 1) no operation codes, or 2) inaccurate operations codes. If Postal 
Service-prepared percentages, or estimates thereof, are unavailable, have 
the requested percentages been estimated by any Confirm subscribers and 
provided to the Postal Service? Without identifying any Confirm 
subscriber(s), please provide the requested percentages, as estimated by 
Confirm subscribers 
For both data elements identified in subpart f. above, please describe and 
discuss the source of the problem, the actions taken (if any) to correct the 
problem, and discuss the results achieved (if any). If no actions have been 
taken, please discuss !he reasons. 

b. 

c. 

d 

e. 

f 

g. 
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h. For each separately, please provide the percentage of mailpiece scan records 
Lhat have missing 1) POSTNET barcodes, or 2) PLANET codes. If Postal 
Service-prepared percentages, or estimates thereof, are unavailable, have 
the requested percentages been estimated by any Confirm subscribers and 
provided to the Postal Service? Without identifying any Confirm 
subscriber(s), please provide Ihe requested percentages, as estimated by 
Confirm subscribers. 
For both data elements identified in subpart h. above, please describe and 
discuss the source of the problem, the actions taken (if any) to correct the 
problem, and discuss the results achieved (if any). If no actions have been 
taken, please discuss the reasons. 

I 

RESPONSE: 

a.  Confirmed 

b. The Postal Service does not have data regarding the lack of facility ZIP Codes or 

invalid facility ZIP Codes. Confirm mail industry organizations and specific 

mailers have reported instances of scans that they believe contain invalid 

information. One particular Confirm user does provide the Postal Service with 

the number of scans it uses, as well as the number of scans which it believes 

contain invalid information. Given that the Postal Service has no means by 

wh ch lo evaluate whether the claim of errors is valid and that only a single user 

is providing this information, the Postal Service does not believe that providing 

these data is prudent. Other Confirm users may be aware of which mailer 

prnvides such reports to the Poslal Service, which could put that mailer at a 

competitive disadvantage 

The Postal Service does and continues to work with mailers and internal 

stakeholders to identify arid resolve data issues as they arise. 

See the response to part b as applied to Confirm dateltime stamps 

Refer to the response to part c. 

C 

d. 

e 
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f. 

g, 

h .  

See the response to part b as applied to Confirm data operation codes. 

Refer to the response to part c. 

See the response to part !I as applied to Confirm data POSTNET and PLANET 

Codes 

Refer to the response to part c. A POSTNET barcode will not appear in a data 

record if it is unreadable by postal mail processing equipment. The PLANET 

Code must appear in a data record for that record to be generated and 

distributed to subscribers 

I 
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OCA/USPS-T40-27. This interrogatory seeks information on the accuracy of mailpiece 
records for Confirm. Please refer to Postal Service Publication 197, the Confirm User 
Guide. at page 46, where it states "the Postal Service cannot guarantee that every 
Confirm mailpiece with a PLANET Code will receive a scan." 

a. Please explain how the Postal Service compensates Confirm subscribers for 
mailpieces with a PLANET Code that 1) do not generate a mailpiece scan, or 
2) have missing or inaccurate data in the mailpiece scan record. 
If the Postal Service does not compensate Confirm subscribers for mailpieces 
that 1) do not generate a mailpiece scan, or 2) have missing or inaccurate 
data in the mailpiece scan record, please describe and discuss the Postal 
Service's plans to do so. 

b 

RESPONSE: 

a The Postal Service does not compensate Confirm subscribers under the 

circumstances described. The Postal Service states in the guide that there is no 

guarantee 

The: Postal Service has no plans to compensate Confirm subscribers. In 

particular. as mentioned in the response to OCA/USPS-T40-25. there are 

nurnerous reasons why mailpieces bearing a PLANET Code would not receive a 

scan Additionally, for incomplete scan records, it is not feasible to offer 

compensation. As presented in my response to OCAfUSPS-T23-3(h), the 

average price of a scan for a customer will be roughly 6.1 thousandths of a cent. 

As such it would take 16,856 missed scans to equate to a dollar. The cost of 

administering a system that verified the validity of bad scans would quickly dwarf 

all revenue for Confirm 

b 
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OCA/USPS-T40-28. This interrogatory seeks information on the value of Confirm 
service for single-piece First-class Mail. 

a.  

b. 

C 

In what ways (if any) has singlepiece First-Class Mail benefited from Confirm 
service? Please explain. 
In what ways (if any) would single-piece First-class Mail benefit from a more 
extensive subscription base for Confirm service? Please explain. 
In what ways (if any) could Confirm service be modified to provide accurate, 
reliable and consistent measurement of delivery service performance as a 
basis for determining achievement of delivery service standards for single- 
piece First-class Mail? Please explain. 
Please describe and provide any reports, studies, analysis or other 
documents involving subpart c., above. 

d 

RESPONSE: 

a The Postal Service's use of PLANET Codes for improving the efficiency of the 

mailstream is separate trom the Confirm service offered to subscribers. While 

Pclstal Service usage involvzs the same processes, its costs are not included in 

the costs for Confirm Service 

See my answers to interrogatory OCNUSPS-T40-20, and to part a of this 

question. Beyond the ex!enl that Confirm provides a new tool for identifying and 

resolving mail processing flow problems, I see no connection between a broader 

Confirm subscription base and single piece First-class Mail. 

See the response to OCNUSPS-T40-20. The Postal Service has no current 

plans for turning Confirm service into a performance measurement tool. 

I have been unable to locate any 

b 

C 

d 
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OCA/USPS-T40-29. This interrogatory seeks information about the number of scans 
for Confirm service. Please refer to your response to OCA/USPS-T23-3(g). Please 
show all calculations, and provide citations to all sources, used to derive the 357,143 
average f'stirnated number of scans in a typical block of one million units. 

RESPONSE: 

I used an assumption that 55 percent of scans will be for First-Class Mail (FCM) and 45 

percent will be for Standard Mail (SM) (MMNUSPS-T40-4(b)) The 357,143 (number of 

scans per block) is calculated as 

1.000.000 (number of units in a block) 
- 

45 (SM share of scans) * 5 (unitsiscan) + 55 (FCM share of scans) ' 1 (unitskcan) 
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OCNUSPS-T40-30. This interrogatory seeks to clarify the proposed pricing of Confirm 
service for First-class Mail and Standard Mail. Please refer to your response to 
OCA/USP:3-T40-13(a)-(b), where it states, "First-class Mail and Standard Mail letters 
have signil'icantly different unit revenue, cost coverages, and service standards." 
a.  For First-class Mail and Standard Mail letters with "very similar mail piece 

characteristics (aside from markings and postage)," please confirm that 
differences in unit revenue. cost coverage and service standards for First-class 
Mail and Standard Mail letters have no bearing on the passive costperscan 
generated pursuant to the Confirm special service. If you do not confirm, please 
explain. 
Are there any circumstances under which the cost per scan to the Postal Service 
would be different for First-class Mail and Standard Mail pieces with 1) very 
similar mailpiece characteristics (aside from markings and postage), and 2) 
different size, shape, weight, addressing quality. etc., characteristics (aside from 
markings and postage)? Please explain. 

b.  

RESPONSE : 

a.  Confirnied 

3 9 5 8  

b. 1 ) No See the response cited in this interrogatory, OCNUSPS-T40-13(a)-(b) 

2 )  No 
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OCNUSPS-T40-31. This interrogatory seeks to clarify the proposed pricing of Confirm 
service for First-class Mail and Standard Mail. Please refer to your response to 
OCNUSPS-T40-14(e). where i t  states, "First-class Mail has features that are different 
from Standard Mail, and it is my understanding that the pricing reflects these 
difference:j." 
a. 

b 

Please confirm that you are the "pricing" witness for Confirm service in this 
proi:eeding. If you do not confirm, please explain. 
Please provide quotes and page citations to your testimony that discuss and 
support your claim that the different service features of First-class Mail and 
Staidard Mail are reflected in the pricing of Confirm service. 
Ple;3se confirm that the different service features of First-class Mail and 
Staidard Mail, respectively, were not reflected in the pricing of Confirm service 
when the permanent mail classification for Confirm service was established 
pursuant to Docket No. MC2002-1. If you do not confirm, please provide quotes 
and page citations to the testimony of witness James F. Kiefer (USPS-T-5) in the 
above referenced docket that discusses and supports your claim that the 
different service features of First-class Mail and Standard Mail are reflected in 
the pricing of Confirm service. 
With respect to your reference to the "long-standing practice of treating First- 
Claijs Mail and Standard Mail . . . differently," (part e. of 14), please provide a 
complete set of examples where Special Services or ancillary services have 
been priced differently when they are associated with different classes or 
subclasses of mail. In this set of examples, state whether cost differences exist 
when providing the Special Service or ancillary service together with the 
underlying class of service. 

c. 

d 

RESPONSE: 

a Confirmed. 

b The common understanding that First-class Mail and Standard Mail have different 

features w,as not explicitly discussed in my direct testimony, but i6 relationship to the 

pricing of Confirm service is addressed in my responses to OCA/USPS-T40-14(e) and 

OCA/USPS-T40-32 

c.  Confirmed 

d. There alre a multitude of cases where the availability of special services are 

restricted by the class of mail the mailpiece is shipped under, many of which involve 

distinctions between First-class Mail and Standard Mail. Some examples are: 
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i. Delivery Confirmation is priced differently based on the underlying subclass, 

though the differences are based an costs and whether those costs are included in the 

base subclass. 

ii. Registered Mail is not available with Standard Mail 

iii Certified Mail is not available with Standard Mail. 

iv. Repositionable notes are priced differently depending on the class of mail they 

are used with. 

v Insurance is not available f x  Standard Mail, except hulk insurance. 

vi Certificates of Mailing are not available with Standard Mail. 

vii Signature Confirmation is not available for Standard Mail. 

viii COD is not available with Standard Mail. 

i x  Special Handling IS not available with Standard Mail. 

x Forwarding and return are part of First-class Mail. 

There are greater restrictions for the use of return receipt, return receipt for 

merchandise. and restricted delivery with Standard Mail, including the requirement that 

the residua shape surcharge he paid. 

While I am not a costing witness, I am aware that the costs for providing Address 

Correction Service for different classes of mail are different. And it is difficult to 

determine if there would be cost differences wherspecial services are restricted for one 

or more classes of mail, as I am unaware of any efforts by the Postal Service to 

estimate costs for special services for those classes of mail for which they are not 

eligible 
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OCNUSF'ST40-32. This interrogatory seeks to clarify the proposed pricing of Confirm 
service for First-class Mail and Standard Mail Please refer to your response to 
OCNUSF1S-T40-14(e), where it states, "First-class Mail has features that are different 
from Standard Mail. and it is my understanding that the pricing reflects these 
differences." 
a Please identify the service features of First-class Mail and Standard Mail that 

should be reflected in the pricing of Confirm service, and explain your 
"understanding" as to how the different service features of First-class Mail and 
Standard Mail should affect the pricing of Confirm service. Also, please explain 
and analyze the nine pricing criteria of section 3622(b) for Confirm service 
discussing the different service features of First-class Mail and Standard Mail, 
respectively, that are relevant to the pricing of Confirm service. 
Please confirm that Confirm service is not a "bundled," or included, service 
feature of First-class Mail or Standard Mail. If you do not confirm, please 
explain. 
Please confirni that Confirm service is 1) a special service having a separate mail 
classification. 2) offered as an ancillary service to First-class Mail and Standard 
Mail, and 3) separately priced based upon volume variable costs specific to 
Coifirm service If you do no! confirm, please explain. 

b 

C .  

RESPONSE: 

a First-class Mail has more features than Standard Mail, including free forwarding and 

return. priority handling. and the ability to use some special services which are not 

available with Standard Mail (see my response to OCNUSPS-T40-3l(d) for more 

examples) 

b. Confirmed 

c. 1 ) Confirmed 

2)  Confirm is a separate service that allows monitoring of mail bearing PLANET 

Codes that is processed on the appropriate equipment. To become a subscriber, there 

is no requirement that any underlying service be purchased 

3) Confirmed. Confirm service is priced separately based on the incremental costs 

associated with the product, as well as the other statutory pricing factors. It is not the 

existence of the different features by subclass that requires different Confirm pricing 
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Instead. the existence of these different features shows that it is not unreasonable to 

treat the (:lasses differently with respect to their ancillary services. 
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OCAIUSPS-T40-33. This interrogatory seeks to clarify the proposed pricing of Confirm 
service for First-Class Mail and Standard Mail. Please refer to your response to 
OCA/USPS-T40-15(e). For purposes of these questions, please answer the following 
without regard to the statutory pricing criteria of section 3622(b): 
a.  

b 

Please provide a definition for "value pricing," and give a citation to the source for 
your definition. 
In the case of Confirm, where the cost per passivscan is the same for First - 
Class Mail and Standard Mail pieces, the average cost per block of one million 
unils is $42.66. and the price per block of one million units is $70 (for the I"' to 9Ih 
block), yet a subscriber that obtains scans for Standard Mail receives only 
200,000 scans with the purchase of a block of one million units while a 
sutiscriber that obtains scans for First-class Mail receives 1,000,000 scans with 
the purchase of a block of one million units. Please discuss your understanding 
of value pricing with respect to the proposed pricing of Confirm service in the 
TY 4R 

RESPONSE: 

a I am not aware of a universally accepted definition of "value pricing" 

b A s  noted in my responses to OCA/USPS-T40-15(e) and 32, I do not see my 

proposed pricing as an example of value pricing 
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OCNUSPS-T40-34. This interrogatory seeks to determine the impact of the proposed 
fee schedule on Confirm subscribers. Please refer to your response to OCNUSPS- 
T40-16. where it states, "this pricing structure is more fair and equitable than the three- 
tier system. and is less complicated." 
a Please confirm that with elimination of the three-tier subscription fee system, you 

are imposing a three-tire pricing system based upon blocks of one million units. 
If you do not confirm, please explain. 
Please confirm that with elimination of the three-tier subscription fee system, you 
are imposing a "unit-based'' pricing system, which varies in terms of the number 
of x a n s  provided per unit, based upon whether the subscriber receives scans of 
First-Class Mail pieces or Standard Mail pieces. If you do not confirm, please 
explain. 

b. 

RESPONSE : 

a Not confirmed. The declining block rates should not be considered tiers since they 

apply equally to all customers. 

b Confirrned. 

3 9 6 4  
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OCA/USPS-T40-35. This interrosatory seeks information on the uses of Confirm 
informaticln by the Postal Service. Please refer to your response to OCAfUSPS-T40- 
20(a)-(b), which asked about Postal Service Publication 197, the Confirm User Guide, at 
page 29, where it states "Preshipment notification enables the Postal Service to use 
Confirm information to measure, diagnose, monitor, and improve mail processing and 
deliverv service oerformance." 

Please confirm that a fair reading of your response is as follows: The operational 
failure of the preshipment notification has converted the utility of Confirm scans 
from a means to improve system performance to an ad hoc method of 
addressing specific mailer-identified problems and resolving them. If you do not 
confirm. please explain. 
Please explain how the Postal Service "originally expected to rely upon 
preshipment notifications as a tool to improve the utility of Confirm scans" to 
imixove system performance. and how that "expectation was not borne out 
operationally" to permit the use of Confirm scans to improve system 
performance. 
What plans (if any) does the Postal Service have to replace the current 
preshipment notification process with another process to provide for an accurate, 
reltahle and consistent "start the clock" entry scan? Please explain. 
What factors caused the Postal Service to conclude "that Confirm is ill-suited to 
evaluation of system performance?" 
Since the Postal Service has concluded "that Confirm is ill-suited to evaluation of 
sy,jtem performance." what alternative to Confirm service does the Postal 
Service intend to use to evaluate processing and delivery system performance? 
Please explain. 
Please explain how "seeding by the Postal Service of the mail with test pieces" 
serves "as an analytical tool today" lo improve the utility of Confirm scans. For all 
instances involving seeding by the Postal Service, please provide a table that 
calegorizes the issues identified by seeding, the frequency of the issues 
identified Discuss actions taken (if  any) by the Postal Service as a result of 
seeding to improve the utility of Confirm scans. Provide copies of any data, print- 
outs. spreadsheets, reports or other documents, electronic or otherwise, on 
seeding by the Postal Service used to improve the utility of Confirm scans. 
Wnere Confirm customers have presented the Postal Service with reports on 
system performance based upor, the customers' scan data, how has the Postal 
Service used the customer's scan data, or data from its own seeding, to verify, 
monitor and improve system performance? Please explain. 
Fc'r Confirm customers that have presented the Postal Service with reports on 
system performance based upon the customers' scan data, please provide a 
table that categorizes the system performance issues identified, and the 
frequency of the issues identified since Confirm was made a permanent service. 
Please describe the issues identified. 
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RESPONSE: 

a. Not confirmed. While the Postal Service had originally intended to use customer 

scan data for process improvement on individual mailings, this has no bearing on the 

utility of Confirm service scans for the users of Confirm service. The purpose of 

Confirm service is to provide mailers with information about their mail. In particular it 

provides mailers with information about when a mailpiece passes through a machine 

where it is passively scanned. Confirm service itself was not and is not intended to be a 

performance measurement tool. 

b .  See my response to OCNUSPS-T40-23(c). 

c There iire no plans to replace !he pre-shipment notification. 

d See m'{ response to OCNUSPS-T40-23(c). 

e The Postal Service does not view Confirm service as a tool for evaluating processing 

and delivery system performance. so it does not believe that an alternative to using 

Confirm for this purpose is needed. 

f-h Redirected to the Postal Service. 
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OCAIUSPS-T40-43. This interrogatory seeks information on the uses of Confirm 
informatioil by the Postal Service. Please refer to your response to OCNUSPS-T40- 
27(a) and (b). 
a.  Refer to your response to part a. In what ways has the Postal Service 

compensated Confirm subscribers withrespect to the failure to provide Confirm 
sergice as promised? Please explain. 
Refer to your response to part b. Please confirm that Confirm service is a 
premium special service offering of the Postal Service. If you do not confirm, 
please explain. 
Refer to your response to pan b. Please describe the.Postal Setvice's service 
standard or commitment to provide mailpiece scan records to Confirm 
subscribers on a timely basis. Does the Postal Service have any plans to 
compensate Confirm subscribers where the service standard or commitment is 
not met? Please explain. 
Rel'er to your response to part b. Please show all calculations, and provide 
citations to all sources. used to derive the average price of a scan of 6.1 
thousandths of a cent. 

b. 

c. 

d. 

RESPONSE: 

a A s  noted the lead in to interrogatory OCNUSPS-T40-27, Postal Service Publication 

197. the Confirm User Guide, at page 46, states "the Postal Service cannot guarantee 

that every Confirm mailpiece with a PLANET Code will receive a scan." And in my 

response to the both pari a of this interrogatory and to OCNUSPS-T40-27(b), the 

Postal Service. in an effort keep the fees to the customers and the costs to the Postal 

Service low, has no plans to offer compensation. Additionally. the Confirm Application 

Terms and Conditions on Refunds (p. 6) and the Disclaimer on page 10 of the Confirm 

User Guide both clearly state that refunds are not provided 

b Without a definition of what the OCA perceives to be a "premium special service," I 

am unable to respond to this question 

c. The Postal Service does not have a service standard or Commitment regarding the 

provision of mailpiece scan records lo Confirm subscribers. There is no refund to 
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customers as part of the service (see part a), and there is no intention to change this 

asDect of the service 

d The average price per scan was calculated as: 

$617,295 

10,054,289,736 
P=R/S $0,000061 = _______...________..__ 

where 

P = average price, 

R (revenue from blocks of units) = ($617,295 from LR-L-124 WP-4 Confirm, cell Y30), 

S (number of scans) = 357,143 (average number of scans per block of units, 

OCNUSFST40-29) * 28,152 (number of blocks of units in the test year, LR-L-124, WP- 

4 Confirrr. cell Q30) 

3 9 6 8  
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OCA/USPS-T4044. This interrogatory seeks information on the value of Confirm 
service for single-piece First-class Mail. Please refer to your response to OCNUSPS- 
T40-28(d). Also, please refer 10 PRC Op MC2002-1, at page 11, where it states, 

Paragraph 4 [of the Stipulation and Agreement] sets forth the 
Postal Service's undertaking to explore a consumer oriented 
product based on PLANET Code technology. As part of that 
undertaking, the PostzI Service is to provide a status report to all 
participants within six to twelve months after implementation of 
confirm service concerning development of such a product and the 
likelihood it may be pursued. 

Please provide a copy of the status report pursuant to the undertaking specified in 
Paragraph 4. 

RESPONSE: 

See the "1-etter from Kenneth H. Hollies, United States Postal Service, to Steven W 

Williams. Secretary, Postal Rate Commission. Regarding Exploration of Consumer 

Interest in Product Using PLANET Code Technology," filed July 2, 2004, which is 

included on the Commission's website, under "Letters" for Docket No. MC2002-1 
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OCAIUSPS-T40-49. 
the product has not met the forecast used in MC2002-3." 
a. 

At page 19 of your testimony, you state that "demand for 

F'lease present your step-by-step analysis that demonstrates that, all other things 
equal, the fee design you propose will stimulate a greater demand for the product 
than the fee design currently in place. Show all computations and provide all 
resource materials relied upon. 
F'lease confirm that the fee design currently in place could have been subject to 
subscription fee increases sufficient to generate the revenue that you set as a 
target in your current proposal. If you do not confirm, then explain fully. 

b. 

RESPONSE: 
a. My testimony does not claim that we will see increased demand from the businesses 

and organizations that use Confirm as a result of the implementation of the new prices. 

Actually. as noted in my response to question 3 of the Presiding Officer's Information 

Request No. 4 .  I expect a decrease in demand to result. However, my testimony does 

note that the new pricing strucwre should allow Confirm to cover its costs and therefore 

permit the Postal Service to continue offering the product to those businesses that find 

the sen'ice useful 

b Not 'confirmed I believe continued use of the existing pricing structure would have 

required very large price increases to offset decreases in demand for Confirm. The 

result in^^ fees would have been high enough to discourage many potential users from 

subscribing. The proposed pricing structure reflects the Postal Service's commitment to 

a Confirm service that facilitates use by customers of all sizes 
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OCA/USPS-T40-50. At page 21 of your testimony, you state that the requirement of 
prior electronic notice of entering mail was found burdensome by customers. 
a. 

b. 

Please provide all documentation in the possession of the Postal Service to 
support this statement. 
Please express the number of customers who complained about the burden as a 
percentage of the total number of customers. Show the calculation and provide 
the sources for the figures used. 

RESPONSE: 

a-b. No documentation is available, to my knowledge. However, verbal complaints by 

customers that use Confirm have been received. Given that preshipment notification is 

not a critical component in offering the Confirm service and that there have been 

complaints from the users of the product, the elimination of this hurdle seems logical. 
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OCNUSPS-T40-51. At page 21 of your testimony, you state that the proposed 
classification change for Confirm is "fair and equitable." 
a. 

b. 

kn't it also true that the current fee design is fair and equitable? Explain in full 
any negative answer. 
Please confirm that in your testimony in Docket No. MC2002-1, USPS-T-5. at 16, 
you testified that with respect to the current fee design, "In sum. the proposal is 
fair and equitable (Criterion I)?" If you do not confirm, then explain fully. 
I!; it your testimony that the proposed fee design is more fair and equitable than 
the current fee design? 
I. If so, why? 
ii. 

C .  

If so, why have you changed your views so significantly since you testified 
in Docket No. MC2002-l? 

RESPONSE: 

a While I don't believe that the existing fee structure is unfair or inequitable, I do not 

believe that it is superlative in either fairness or equity and as such has room for 

improvement Changes in pricing structures can improve fairness and equity, as in the 

case of the proposed pricing sti.ucture for Confirm service 

ti Not confirmed As noted in another interrogatory submitted by the OCA 

Oi:NUSPS-T40-31. witness Kiefer was the pricing witness in Docket No. MC2002-1 

: Yes 

I All Confirm users will face the same prices for a given set of units, which was 

not the case previously, and the service will cover its costs. 

II See my responses to parts a and b of this interrogatory. 
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OCA/USPS-T40-54. This interrogatory seeks information on the development of 
volumes for Confirm service. Please refer to USPS-LR-L-124. the spreadsheet "REV- 
USPS-L.R-L-124-7-3-06.XLS," and worksheet tab "W-P 4 Confirm." Also please refer to 
your response to POlR NO. 4, Question 3, and the attachment thereto, which provides 
"an example showing the derivation of the TYAR volume for a hypothetical subscriber." 
(Emphasis added) 
a.  In worksheet tab "W-P 4 Confirm," refer to column (3), "After Rates" (Volumes), 

and the rows "1" through 9Ih," " I O t h  through 8gth." and "90th and more." Based 
upon your example showing the development of volumes in POlR No. 4, 
Question 3, please generalize your example (without revealing any subscriber's 
proprietary data) and show the development of "After Rates" volumes for each of 
the "Blocks of Units" (i.e., 1" through 9Ih," "IOih through 89",," and "90ih and 
more") shown in worksheet tab "W-P 4 Confirm." 
In worksheet tab "W-P 4 Ccnfirm." refer to column (3), "After Rates" (Volumes), 
and the rows "I*' through Sth." ' I O t h  through 89'h," and "90th and more." Please 
provide the estimated number of scans for each of the "Blocks of Units" @e., 1'' 
through 9'h," "IOih through 9gth," anc "90th and more") separately for First-class 
Mail and Other 

b. 

RESPONSE: 

;1 I do not believe that it would be pcssible to show the development of the number of 

blocks without showing proprietary data. As noted in my response to POlR NO. 4, 

Question 3. the number of blocks at each fee level for each individual existing customer 

was derived separately The totals referred to in column (3) were arrived at by summing 

all the customer-specific numbers 

b As noted in my response to OCA/USPS-T23-3(g), there would be 357.143 scans per 

block. and as shown in my response to OCNUSPS-T40-29, the share of scans that 

would be on First-class Mail mailpieces are 55 percent (196,429 scans), with the 

remaining 45 percent (160,714 scan) assigned to Other classes. These results are 

assumed to apply to all of the different blocks 
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OCA/USPS-T40-55. This interrogatory seeks information on the development of 
volumes for Confirm service. Please refer to your response to POlR NO. 4, Question 3, 
and the attachment thereto. 
a. f?efer to pari 2 of your response. Please explain the basis for the 10 percent 

decrease in total scans based upon your proposed increase in prices for Confirm 
service. 
f?efer to part 2 of your response. Is the 10 percent decrease in total scans based 
upon your proposed increase in price' for Confirm service proportional for First- 
Class Mail scans as compared to Other scans? Please explain. 
Refer to part 4 of your response. Please explain the basis for the 55 percent and 
45 percent split between First-class Mail and Other, respectively. 

b. 

c .  

RESPONSE: 

a 

fees 

The basis for the 10 percent decrease in demand was the proposed increase in 

b.  No Since the distribution of scans was assumed to be 55 oercent First-class Mail 

and 45 percent Other, the current share of First-class Mail is overstated slightly 

Therefore. the 10 percent decrease affects First-class Mail slightly less 

c The split was partially driven by an effort to reflect the general composition of the 

mail for Ihe period for which we have data (see my response to OCNUSPS-T40-24(b- 

c: 1 1 .  aiitl the expectation that demand for First-class Mail scans would increase relative 

io Standard Mail as a result of the new rates. 
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OCNUSPS-140-56. This interrogatory seeks to determine the impact of the proposed 
fee schedule on Confirm subscribers. Please refer to your response to OCNUSPS- 
T40-17(a). where it states, "individual subscribers have purchased four sequential 
subscriptions, a new one each quarter." 
a. For Fiscal Years 2003, 2004 and 2005, please provide a table showing the 

riumber of individual Silver subscribers that purchased 1 quarterly subscription, 2 
sequential quarterly subscriptions, 3 sequential quarterly subscriptions, an6 4 
sequential quarterly subscriptions. 
Please confirm that of the current 16 Silver subscribers that purchased 1 
cluarterly subscription or 2 sequential quarterly subscriptions, those subscribers 
will pay higher total fees @e.. user fee plus fees for blocks of units) in the TYAR 
under your proposed fee schedule than they did in FY 2005. If you do not 
c,onfirm. please explain. 

b 

RESPONSE: 

a This information is not available. The basis for my statement was discussions that 

took p h c e  during the collection of data for use in developing the billing determinants for 

Confirni service 

1 )  Not ::onfirmed As noted in my response to OCA/USPS-T40-17(a). there are not 16 

t i : r w i t  Silver subscribers Rather, there were 16 Silver subscriptions in the Base Year. 

t i r w r v t , '  i f  a subscriber were to purchase either one or two silver subscriptions at the 

c L i r r e n l  prices. which do not allow the product to cover its costs, in the same fiscal year 

the fee ivould be lower than the proposed $5.000 user fee plus any fees for additional 

blocks 131 units that might be purchased under the proposed pricing structure that will 

cover the costs of the product 
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OCNUSPS-T40-57. This interrogatory seeks to determine the impact of the proposed 
fee schedule on Confirm subscribers. Please refer to your response to OCNUSPS- 
T40-191a), where it states, "the total expenditure will depend upon usage." Assume the 
following: All 45 current subscribers to the Platinum service use the same number of 
First Class Mail and Other scans in the TYAR as they did in FY 2005. Notwithstanding 
your response to OCA/USPS-T40-19(a). assuming the same usage as in FY 2005, 
please confirm that all 45 subscribers to Platinum service will pay higher total fees (Le.. 
user fee plus fees for blocks of units) under your proposed fee schedule than in FY 
2005. If you do not confirm, please explain and state how many subscribers under this 
assurnFltion would pay higher fees. Also, show all calculations, and provide citations to 
all souroes used. 

RESPONSE: 

Not Confirmed. 29 of the Platinum subscription holders would have had a total 

expenditure of less than their existing $10,000 fee. Any subscriber who chose to use 

fewer than 169,000.000 units would pay less under the proposed fee schedule. In 

additiori to paying the $5000 annual fee, the user could buy 168 blocks of scans and still 

spend under $10,000 ($5,000 + $4987.50 (9'70+90'35+69'17.50). Using the 357,143 

scans per million units derived in OCA/USPS-T40-29. the 168 blocks wouldprovid e 

60,357.167 scans 29 of the Platinum subscribers were estimated to use less than that 

nimber of scans during the subscription period 
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OCA/USPS-T40-58. This interrogatory seeks to determine the impact of the proposed 
fee schedule on Confirm subscribers. Please refer to your response to OCNUSPS- 
T40-241b)-(c). For Fiscal Years 2003, 2004 and 2005, for Destination and Origin 
services, and First-class and Other mailpieces, please provide the average number of 
scans for each of these separate types of Confirm mailpieces. If you are unable to 
provide this data for the 4Ih quarter (July, August and September, 2005) of FY 2005, 
please {explain. 

RESPONSE: 

As noted in my response to OCNUSPS-T40-24(b)-(c), full-year data for FY 2003 and 

FY 2005 are not available, as the data are limited to the period from October 2003 to 

July 20115. For FY 2004 the average numbers of scans are: 
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OCNUSPS-T40-61. This interrogatory seeks information on Confirm service volumes. 
a.  Please confirm that the number of First-class and Other mailpieces for 

Destination and Origin services, and the number of such mailpieces that have 
PLANET Codes, is contained in the Confirm service preshipment notifications 
(Le., EMD files). If you do not confirm, please explain. 
For Fiscal Years 2003, 2004, and 2005, from information available in the 
Confirm service preshipment notifications (i.e.. EMD files), please provide a 
table showing the following: The total number of First-class and Other 
mailpieces for Destination and Origin services, and the percent of such 
mailpieces that have PLANET Codes. If the requested information is not 
available for all three fiscal years, please provide the requested information 
for the most recent fiscal year or other period. 

b. 

RESPONSE: 

a Not confirmed. As noted on pages 85-87 of the Confirm users guide, the mailer only 

provides the number of mailpieces with PLANET Codes (EMD element #23). The 

[irovision of information with regard to the class and shape of mail for the mailing are 

optional As my past responses have noted (OCAIUSPS-T40-20. 22, 23, 35(a-e), 38, 

39 a i d  4 1 ). the data provided in the preshipment notifications are often not reliable. 

t.l;iilers lypicallv use Confirm service as it  was intended, a tool for identifying the 

kicatiori of lheir mail with in the mail stream Additionally, Origin Confirm does not use 

EhqD files as these are pieces of mail being shipped to the mailer. 

b As noted in the response to part a.  the quality of these data are questionable and 

incomplete Additionally. in some instances, mailers send EMD files but never actually 

enter a mailing that corresponds to the EMD The data are stored a maximum of 30 

days and are neither easily accessible nor reliable as a source for the information 

requested 
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OCAIUSPS-T40-62. This interrogatory seeks information on the relationship of Confirm 
service to other Postal Service mail programs. 
a. Please confirm that OneCode Address Change Service (ACS), OneCode 

Confirm, and other future mail service programs, such as “Surface Visibility” and 
“Seamless Acceptance,” will utilize the same data scanning and storage systems 
insofar as they rely on mailpiece-level observations. If you do not confirm, 
please explain. 
Please confirm that the data scanning and storage system used for OneCode 
Address Change Service (ACS). and OneCode Confirm, and other future mail 
service programs, such as “Surface Visibility” and “Seamless Acceptance,” will 
be the same data scanning and storage system used by Confirm subscribers 
insofar as they rely on mailpiece-level observations. If you do not confirm, 
please explain. 

b. 

RESPONSE: 

a-b. Not confirmed. While the same infrastructure will be used to capture the scans, 

Confirm service uses its own servers for disseminating its data. The limited period of 

storage after the dissemination is cwnplete will be in the same storage system as the 

services you mention. but the data for the separate products will be stored separately as 

different data are needed for each product 
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OCA/USPS-T40-63. This interrogatory seeks information on scan data from Confirm 
service 

a. 

b. 

C. 

d 

Please confirm that at the present time Confirm subscribers may obtain from 
the Postal Service, at the subscriber's option, scan data consisting of the first 
scan, the last scan, or all scans from a mailpiece. If you do confirm, do Silver 
and Gold subscribers pay only for the additional scans obtained? If you do 
not confirm, please explain. 
If you do confirm part a, above, will this option remain available to Confirm 
subscribers under your pricing and classification proposal for Confirm 
service? If the option will remain available, will Silver and Gold subscribers 
pay only for the additional scans obtained? Please explain. 
Assume two mailpieces displaying identical PLANET Codes included in the 
same preshipment notification (i.e., EMD file) for the same subscriber. Both 
mailpieces are addressed to the same delivery point, and each mailpiece 
receives three scans. Does Confirm service identify two separate mailpieces 
with three scans each, or one mailpiece with six scans? Please explain. 
Assume a mailpiece oisplaying a PLANET Code is forwarded to a new 
address, after being transported to the delivery unit servicing the former (i.e., 
old) address. Based upon the number of scans for that mailpiece. does 
Confirm service identify one mailpiece or does it identify two separate 
mailpieces? Please explain. 

RESPONSE: 

a Not confirmed. This option does not provide the last scan that will necessarily occur 

on a mailpiece I t  represents the last scan on what is identified as a unique mailpiece 

since the last time the subscriber received data 

D No See response to part c There will not be Gold and Silver Subscribers under the 

proposed pricing structure. 

c The Confirm service distributes scans: it does not identify mailpieces. 

d As long as the PLANET code and PostNet Code can be read by the optical scanners 

a scan record will be generated As noted in part c. Confirm service does not identify 

mailpieces. 
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OCNUSPS-T40-64. As recently as March 23, 2004, Postmaster General Potter 
testified (Testimony of John E. Potter Before a Joint Hearing of the Committee on 
Government Reform, U.S. House of Representatives, and the Committee on 
Governmental affairs, U.S. Senate) that: 

To increase use of our traditional products, we are using technology to 
add value to the mail through the development of new features and 
services. Our Confirm service - one of the first of our Intelligent Mail 
initiatives - provides the Postal Service and mailers with a rich stream of 
information about mail as it moves through our system. It helps the Postal 
Service improve processing efficiency and helps mailers better achieve 
their business objectives. 

Do you agree with General Potter's testimony that Confirm provides the Postal 
Service with a rich stream of information? If not, explain fully. 
Do you agree with General Potter's testimony that Confirm helps the Postal 
Service improve processing efficiency? If not, explain fully. 
Doesn't the proposal to abandon the requirement to provide prior electronic 
notice of entering the mail (USPS-T-40 at 21) make the "stream of information" 
less rich in that it will not be possible to determine delivery times for Confirm 
pieces that have not provided "start the clock" information? Please explain fully 
any response other than an unqualified "yes." 
Doesn't the proposal to abandon the requirement to provide prior electronic 
notice of entering the mail (USPS-T-40 at 21) diminish the Postal Service's ability 
t u  assess and improve processing efficiency in that it will not be possible to 
determine delivery times for Confirm pieces that have not provided "start the 
clock" information7 Please explain fully any response other than an unqualified 
yes 

Please refer to your response to interrogatory MMAIUSPS-T40-1. Don't price 
changes ranging up to nearly 2000% undermine the goals outlined in General 
Poller's les!imony with respect lo using Confirm to develop a rich stream of 
itiforrnalion and to improve processing efficiency? Please explain fully any 
response other than an unqualified "yes." 

RESPONSE: 

a-b I agree that when the Postal Service seeds the mail with PLANET Codes, the data 

generated can be classified as a rich stream of information, and that the information 

helps the Postal Service improve processing efficiency. 

c-d. No. as noted in my response to OCA/USPS-T40-20, the Postal Service does not 

use customer scan data for its purposes and as such does not utilize the information 

provided in the pre-shipment notification. 
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e. See my response to parts c and d. As noted in my response to MMA/USPS-T40- 

1 (d-e), no Confirm user has used even 1 billion scans, which would only be a 142 

percent increase in fees, which I do not consider to be nearly 2,000 percent. As my 

response to MMNUSPS-T40-2 states, the total revenue increase resulting from my 

proposed pricing is 49 percent, which I also do not consider to be nearly 2,000 percent. 

Additionally, in my response to OCA/USPS-T40-57 I note that 29 of the 45 Platinum 

level Confirm Subscribers would be paying less under my proposal than they are paying 

under the existing pricing structure, not a price increase of 2,000 percent. 
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OCA/USPS-T40-65. In the August 30, 2001, issue of USPS Newslink Online. the 
following statement is made: 

Confirm is made possible with PLANET Code technology. PLANET Codes 
identify the sender of a mailpiece and allow for the storage of other 
information on barcodes that are placed directly onto the mailpiece. 

The fact that USPS gets a service performance measurement tool is a 
bonus that will help USPS improve service and grow revenue. 

Do you agree with the statement that Confirm is a service performance 
measurement tool? If not, explain fully. 
Do you agree that Confirm can help USPS improve service? If not, explain fully. 
Doesn't the proposal to abandon the requirement to provide prior electronic 
notice of entering the mail (USPS-T-40 at 21) undermine the use of Confirm as a 
service performance measurement tool in that it will not be possible to determine 
delivery times for Confirm pieces that have not provided "start the clock" 
information? Please explain fully any response other than an unqualified "yes." 
Doesn't the proposal to abandon the requirement to provide prior electronic 
notice of entering the mail (USPS-T-40 at 21) diminish the Postal Service's ability 
to improve service in that it will not be possible to determine delivery times for 
Confirm pieces that have not provided "start the clock" information? Please 
explain fully any respocse other than an unqualified "yes." 

* * * . *  

a. 

b. 
c~ 

d 

RESPONSE: 

n No see my response lo OCNUSPS-T40-20 

t> Data received from the use of PLANET Codes in the seeding program can be used 

to improve processinq efficiency bv allowing the Postal Service to identify problem 

'ireas 

c-d See my response to OCA/USPS-T40-64(c-d) 
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OCA/USPS-T40-66. In the Postal Service's Strategic Transformation Plan 2006-2010, 
issued less than a year ago (i.e., September 2005), at 56, the benefits of Confirm are 
touted: 

Much of the success in end-to-end service performance resulted from the 
Postal Services' ability to make the most of advances in information 
technology. In addition to independent measurement systems, data from 
the passive scanning of mail containing Delivery Confirmation, CONFIRM, 
and Indicia Based Information (IBI). helped to pinpoint quality problems 
and improve service across all product lines. 

Do you agree with these statements? If not, explain fully. 

If you agree that Confirm in its present form had a role in improving end-to-end 
service performance, pinpointing quality problems, and improving service across 
product lines, then what is the rationale for abandoning preshipment notification 
and proposing scan-fee increases of nearly 2000%? 

a. 

b 

RESPONSE: 

a Yes 

t )  See my responses lo OCNUSPS-T40-64(c-d and e) 
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OCA/USPS-T40-67. Postal Bulletin Issue No. 221 19. January 8, 2004, at 4, contains 
the following announcement: 

CONFIRM ON SCHEDULE: Internal "seeding" begins Jan. 10 
If you can measure something, you can find a way to make it better. The 
"something" in this case is mail processing performance. And the 
measuring device is Confirm. Confirm allows business mailers to track 
their mailings through each stage of processing. USPS also can use it as 
a tool to measure and improve performance. 

Mandatory internal seeding of Confirm pieces begins Jan. IO.  

Do you agree with the notion that when service performance is measured, it is 
likely to lead to improvements? If not, explain fully. 
Isn't i t  correct, as is stated in the quote above, that Confirm can be used as a tool 
to measure and improve performance? Please explain fully any answer other 
than an unqualified "yes." 
Please provide complete results from the mandatory internal seeding of Confirm 
that began on January I O ,  2004 (as stated above). 
Please explain the purpose of the mandatory internal seeding program and how 
it is operated and administered 
Who views the results of the seeding program? (Name all positions) 
How are the results of thc seeding program used? 

t f f . .  

a 

b. 

C 

d 

e 
f 

RESPONSE: 

a I do not disagree with the general concept express in the Postal Bulletin 

b Yes. Confirm car) be used to measure processing efficiency, and the resulting data 

can b e  used to improve performance 

c We are unable to give complete results from the mandatory internal seeding that 

began on January 10,2004 because each site performed tests designed to meet its 

specific needs. As a result, only the person conducting the test would know how to 

interpret the test resulfs 

d The purpose of fhe mandatory internal seeding program is to provide diagnostic 

information on First-class Mail operational performance. Each Plant identifies a set of 

3-digit destinations that i t  wishes to subject to analysis. Mail pieces are selected from 

certain points in mail processing operations, PLANET code labels are applied to those 
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mailpieces. and they are re-introduced into the mail stream, where scanning takes 

dace. Scan results are then reviewed 

e. The data are viewed by those people that are responsible for conducting, designing 

and evaluating the data. As such the positions that would be involved would vary 

greatly among the various test locations. 

f .  The seeding results are used by postal operations to identify points in the mail flow 

that are experiencing delays that could impact service performance. For letter mail, 

scan data are available up to the last automated mail processing operation prior to 

delivery By analyzing the sequence of operations that a piece travels through and the 

elapsed time between operations. the Postal Service is able to identify potential sources 

of delays in mail performance. If further analysis is able to confirm the root cause of a 

delay. operational changes are insiituted to correct the problems. 
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OCA/USPS-T40-68. Postal Bulletin Issue No. 22094, January 23, 2003, at 22, 
describes the Friend-to-Friend (FTF) program. According to the Bulletin, commercial 
customers mail FTF pieces as First-class Mail. Customers are required to apply 
PLANET codes to each piece, which is then scanned under the Confirm system. 
Please provide performance delivery times for all FTF pieces since inauguration of the 
program. 

RESPONSE: 

In this instance, the PLANET code was used to determine usage and volumes during 

the operations test; it was not used to measure "performance delivery times" and no 

such measures exist 
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OCA/USPS-T40-69. Postal Bulletm Issue No. 22084, September 5, 2002, at 9, 
describes the USPS Micropayment Service. According to the Bulletin, customers mail 
First-class Mail courtesy reply cards. Customers are required to apply PLANET codes 
to each piece. Please provide performance delivery times for all Micropayment cards 
since inauguration of the program. 

RESPONSE: 

In this instance, the PLANET code was used to determine who the test customer was, 

and to measure usage and volume; it was not used to measure "performance delivery 

times" and no such measures exist 
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OCAIUSPS-T40-70. Please refer to your testimony at page 28. You state that "[tlhe 
value of service for insurance customers is very high." 
a. 

b. 

C. 

d 

e 

f 

9 

h 

I 

I 

~~ 

Do you agree that easeldifficulty of filing a claim is an important element of the 
value of service? If you do not agree, explain in full. 
Please describe all steps performed by postal employees in submitting an 
insurance claim, starling with (1) the activities that take place at a retail office, (2) 
continuing through the transmission of the insurance claim form to the St. Louis 
Accounting Service Center (ASC). (3) through the actions taken at the ASC, (4) 
through communication with the claimant who filed the claim. 
Is it correct that insurance claim forms are generally filled out at a retail window 
by a clerk? If this is not correct, then please provide an accurate description. 
Is it correct that the claim form is sent to the ASC for processing and a decision 
on whether to pay the claim? If this is not correct, then please provide an 
accurate description. 
Is it fair to say that most claimants are not trained on how forms should be filled 
out correctly and, therefore, depend on a clerk to fill out the form correctly? If 
you disagree, explain fully. 
Is it correct that claimarts depend on clerks to send the claim form to the ASC 
with correct postage, an accurate address, and in a timely manner? If this is not 
correct, then please provide an accurate description. 
Please describe the Postal Service's system for making sure that clerks fill out 
the forms correctly, addl-ess them accurately, and dispatch them in a timely 
manner 
How many appeals are pe:mitted on a Postal Service decision to deny a claim or 
reduce the insured amour.[ in indemnifying the claimant? 
How much information are ciaimants given on the reasons for denying the claim 
or reducing the amount claimed? 
What channels are available to claimants to contact the ASC agent who is 
processing the claim to determine (1  ) status, (2) provide additional information, or 
( 3 )  challenge inaccurate starements in the letter deciding the claim? As part of 
this answer, specifically address whether an agent can be reached by telephone 
and provide fhe telephone number 

RESPONSE: 

a .  Yes. 

b 

(1) Activities at a retail office: 

Customer - Retrieve Form 1000 from web page or the local Post Office. Complete 

section A and give the form to the Sales and Service Associate (SSA). The SSA 

reviews section A for completeness and verifies the supporting documentation for 
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insurance coverage, value of the item, etc. If the claim is for damage, the SSA 

examines the article and container for evidence of damage, Once everything is verified, 

the SSA completes section B tilling in all pertinent information, including the reason for 

the claim, service category, loss or damage, etc. Once the form is completed a copy is 

given to the customer. 

(2) Claims forms are mailed daily to the Accounting Service Center (ASC) for 

processing. 

13) The claim is received by the ACS. reviewed for completeness, and sent to contractor 

for data entry. The contractor keys the information from the form and uploads the 

data to the CCRS system for processing. The system evaluates the claim and if the 

claim IS determined to be valid, payment of the claim is initiated. If the claim form is 

inconiDlele. correspondence is sent requesting additional information from the customer 

o r  th(. local Post Office 

f ' l a r i i .  i t  IS reviewed more completely by the ASC 

' 3  I 4 letter WIII be sent i f  any documentation is needed or the claim is denied. Checks 

are rnailed i f  the claim is paid with a statement describing the payment. 

c 

SSA 

d 

e 

feedback received from customers, so customers can easily respond to the questions 

on the form without assistance. 

If  the system was incapable of determining the validity of the 

Yes, section A IS completed by the customer, and section B is completed by the 

Yes. except for unnumbered insurance 

Yes. but the Form 1000 took into consideration many concerns identified through 
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f. 

customer's entries for accuracy in Section A against the information presented (for 

example, the mailing receipt if the article is lost or the wrapper information if the claim is 

damage). The Postal Service instructions sheet specifically state all claim forms should 

be sent to the ASC daily. 

g. 

form. These instructions are written to assist clerks in the performance of this task. 

h 

conducted at Headquarters. 

I 

including their appeal rights. 

J Claimants may inquire through the Accounting Help Desk (AHD) or in writing on 

the status of a claim. If the AHD cannot provide an answer, the call is escalated to the 

Claims section to assist the customer. If the customer is unavailable at the time of the 

return call. the customer is left a name and phone number to contact the person 

handling the call. 

Yes, the acceptance clerk is tasked with the responsibility of verifying the 

Instructions to complete claim form 1000 are printed on the reverse side of the 

Two. The first appeal is conducted at the ASC, and the second appeal is 

Claimants are given specific information as to why the claim was denied, 
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OCA/USPS-T40-71. What targets or performance objectives (including metric 
measures) has the Postal Service established for insurance for the following: 
a. Time for processing an insurance claim, as measured from the time an 

insurance claim form is submitted until the time that a decision letter is 
issued and sent to the claimant? 
Time for issuing a decision on an appeal from the St. Louis Accounting 
Service Center (ASC), as measured from the time the appeal is submitted 
until the time that a decision letter i- issued and sent to the claimant? 
Time for issuing a decision from the USPS Consumer Advocate, as 
measured from the time an appeal is submitted until the time that a 
decision letter is issued and sent to the claimant? 
Time that an insurance claim form is held at the retail office where the 
claim is filed, as measured from the time the form is completed at the 
window until the time that the form is sent to the ASC? 
Number of complaints per number of Insurance claims? 
Any other objectives (including revenue objectives) for Insurance? 
For parts a. - f. above, provide any data on how well the Postal Service is 
meeting its established targets and objectives? If data are unavailable. 
provide a verbal statement on how well the Postal Service is doing on 
meeting its targets and objectives. 

b. 

c. 

d. 

e. 
f 
9 

RESPONSE: 

a Since the ASC relies on the local Post Office, a proper completed form 

should be processed within 10 working days once it has been entered into the 

CCRS system 

t> 

receipt of the appeal. 

C 

average of 19 days. 

d 

e. 

f .  

The customer should expect to receive a response within 30 days of 

2”‘: level appeals - measurement of cycle time - target for FY2006 is an 

The claims are sent to the ASC on a daily basis. 

See the Postal Services response to OCNUSPS-16 

I am not aware of any other objectives with regard to insurance. 



3993 
RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 
Revised August 14, 2006 

OCAIUSPS-T40-71, Page 2 of 2 

a. The average time for processing a properly completed claim as 

measured from the time a claim is submitted at the retail window until a 

claim decision is issued is 48 days. 

b. Decisions on appeals: 30 days 

c. 2"d level appeals - we are currently meeting the target. 

d-f. The Postal Service is making incremental improvements to improve 

the Insurance product and the Insurance claims process. 
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OCA/USPS-T40-72. What class of mail is used to send an insurance claim form from 
the facility where the claim is submitted to the St. Louis Accounting Service Center 
(ASC)? Must postage be applied to such a mailpiece? 

RESPONSE: 

The Postal Service submits the claim via First-class Mail 



3995 

RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T40-73. Give a detailed description of the training given to postal clerks on 
how to submit an insurance claim on behalf of claimants. 
a.  Provide all training materials. 
b. How many hours of training are required? 
c. State whether (and how often) clerks are tested to see if they hal/e a good 

understanding of how to process an insurance claim. 

RESPONSE: 

a. The training materials are attached 

b. The training is part of a larger training package that takes two weeks 

c Upon completion of the two weeks of training mentioned in part b, the clerks are 

tested. There is no additional testing 
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Use of Training Materials 

7 hese training course materials are intended to be used for training purposes only. They 
have been prepared in conformance with existing USPS policies and standards and do not 

represent the establishment of new regulations or policies. 
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Claims and Inquiries 
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~~ ~~~~ ~~ ~- 

Module 22: Claims and Inquiries 

Terminal Objective: 

Upon completion of this module, future Associates will be able to accept indemnity claims 
from postal customers for domestic and international mail. 

Enabling Objective: 

Clpcm completion ofthis module. future Associates will be able to: 

txplain and demonstrate the use of PS Forms 1000, 1510, 542, 3832 and 2855. 

Time Allocated for this Module: 

60 minutes 

Materials Required: 

Foturr Associ:itcs: Workhook and pens or pencils. 

Module 22 Clainis aiiii Inyriines Page 22-1 
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Presentation 

Customer Service 

As Retail Associates. we have an opportunity to reduce the number of claims filed by our 
customers. Most claims can be avoided if we simply follow the proper acceptance procedures 
we learned in the Domestic Mai l  Module. Our customers depend on us to safely deliver the 
items thcy mail at our retai l  counters. If w e  are not paying attention l o  the condition ofthe 
items \\hen the) are mailed, we greatl) increase the possibility ofa failure to provide the 
service our customers expect and deserve. 

For instance, a framed picture mailed in a padded envelope i s  probably going l o  be damaged 
\vhcn i t  arrives. lniagine the d e l i v e p  employee who can hear the broken glass inside when 
making the  delivery Imagine that you are delivering the i tem. What would you say to that 
cust(imer'! 

Keep in mind. that every time you  accept a package the reputation o four  company is  
prinisril! resting on )our ahilit) to determine the mailability ofthe item. You have the power 
111 reduce the need for o w  custoniers 10 f i l e  claims and increase customer satisfaction by 
clieckiii; thew guidelines 011 e \er )  i ta11 mailed at your counter. 

.-\dilrcssing: ..\ return address i\ requircd l i ir all accountable mail. Retail equipment w i l l  
Iprti\ ide thc cit! and s1;ite \ \ l ien !oii kc? in the ZIP Code. Verifi this intormation on the 
iii;iiI IiiccL,. I.iicciurage customers to use our \veh site ( \ y ~ . ~ v . u t ~ x > m )  for ZIP Code look- 
lip\ ; i t i d  ciintirm;iti(in o f  mailing ;iddrc\se\. (The maiority of inail sent to the M a i l  
I<cco \  cr! ('ulcer\ hc;m 110 reuirii addrc \ \ .~  

1'xh.i;iiiS 
,trc,iiii'! I \  the cushioiiiirg ~ult icicr i t  to prc,tcct the contents'.' ( A  claim \\ill be denied if the 
~ l ~ i t i ~ , ~ ~ c d  iii\iircd item \\;I\ not propcrl! p;ick:i~ccl.) I s  t l ie  package . 

- I\ the cont;1iiier \tiird> erioirgli t o  iiithstand tior1n:iI handling iii the mail 

qll, l l l l \  t~lpe" 

PS F o r m  1000 

l ' i i~ i . i l  cu,1(iiiier\ mu\ t  i i l c  1's l imn IO00 I;)\ ;iil;ihlc ;it t l ie  Post Oltice or online) to tile 
iiidciniiit\ c l i i i i i i \  l i i r  Iiiwred, ( ' i i l lcct , > r i  l )cl i \er> ( C ' 0 l ) ~ .  Registered n i t h  postal insurance. 
(,r I.\prc\s hl;iil. O n c e  conipletcd. thc cu\toiiicr i i i i i s t  suhmit t l ie I'S Form 1000 to their local 
l'o\t I I l l i c e .  U a i i i i s  l i i r  uiiiiuinhcrcd iii\iircliicc (under $0) ;ire processed and paid a1 the 
Iirc;il O l l i c c .  All c>tIicr claim5 :ire x i i t  k i  the St. I.(iuis Accounting Service Center lor 

king iind pa! i i ict i t  

Requirements for submitting claims 

111 :~Jdition t(i conipleting 1's Forni I(Iu(I. ;i c l i i i i i ia i i t  must meet a proof of loss requirement. 
1 Iic cu\t<viier must providc prc,(,l~il'ciiiiiplclc or partial l o s s  (depending on which claim is 
being \uhmittc.d). Prool'ol loss i \  ini t  rcquircil for COD, Registered, or lxpress mail claims. 

4000  
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Only the mailer may file a claim for complete loss. 

The following is acceptable as proof o f  loss: . A letter or statement from the addressee after the date the article w a s  mailed, stating the 
addressee did not receive the article. 

Retain all items pertaining to the claim in the Post Office unti l the claim i s  settled. Do not 
return to  the mailer unless claini i s  lor partial loss. 

Note the condition o f  the wrapper and i ts  contents for the claims ad.judicators. 

To ensure that the claim wi l l  be quickly processed, be sure you have: 

Evidence o f  insurance - A designated payee 

Mailer and addressee signature 

Thc location of.the darnaged article or disposition thereof 

Proofof  val i ic 

Original packaging with insurcd indicia . - Proof of mailing 

C'l;iinis arc pilid h! no fee inone! order and olfset in AICIGLA 539 

Fo rward ing  C la ims 

I<cl.iil :\hs<ici:itc\ arc' required I C I  liirward PS Forni 1000 with the supporting documentation 
to the c h i i n s  and inquir! section or t o  the designated emplo>ee in the office who handles 
c / : i i i i i \  : i t id  inquir ic 

C la ims under $50.00 

t u\i<viicr\ t n w  IOIII~ICIC I5 I (mi I i tO i1  tor qipr~iv;iI hy t l lc Ioc;il post oll icc 

( '~ i \ to i i icr  i i i u \ t  pro\idc proiil 111 \;iIuc. original packaging nit11 insured indicia. and proof.of 
iii,iilitig. C'laitns arc paid h\ iii<mc! or~lcr. 

In te rna t iona l  C la ims 

I thcrc ;irc differcnt pr,,ccss 11<>\\ \ lor I i i lCni i i t imnl  claims. 

I kl i i i i t ions: - I i iquin 

- i\ request concerning t i i c  di\positkin o tan  item or report concerning loss, delay or 
improper dcli\er> and i i i i i \ t  lbc filed belbro the claim is allowed o n  articles deemed 
los t  - ( ' lai ins 

- ,I request for indeninit! ;I\ :I result o f a  loss. rifling. or damage t o  the insured. 
registered. or EhlS itciii 

ModiiiP 22 Clams and lnqiiirres Page 22-3 



Attachment to Response to OCNUSPS-73 
Page 7 of 7 

~~ ~ ~~~~ ~. 
Course #23501-02 

~ ~~~~~~ ~~ 

Global Express M a i l  (GEM): .Jhe t1.S. sender o f a  GEM item that i s  believed to he lost. 
damaged. or rifled must cimt;ict the Call Center at 1-800-222-1 81 I ,  within 90 days of the 
date o f  mailing. to initiate an inquiry. If loss or damaged i s  confirmed by the USPS, an 
information packet including completed Inquiry Form 2861, and claim form 2855 w i l l  he 
sent to  the customer. 

Inquiries ahout Express Mail items that originated outside the United States must be initiated 
hy the sender through the postal administration of origin. 

Registered Mail, Insured parcels or Ordinary articles 

PS Form 542. Inquir), About a Regi.yteredArticle or an  Insured Parcel or an O r d i n a y  
!r t ide,  i s  used in processing inquiries relating to loss or delay ofoutbound (originating from 
;I 1J.S. sender) or inbound (originating from a foreign country) Registered Mai l  articles. 
insured parcels and urdinnry letter post and parcels. A PS Form 542 must be tiled within 6 
months lor lost anicles helbre a claim (PS Form 2855) can be filed. PS Form 542 can be 
l i lc t l  at any Post Oftice. Exception: The PS Form 542 i s  not used for insured mail to 
('anndn. llse PS Forni 285i  

I'S Form 2x55. ~ ' 1 ~ 1 1 1 i t  /,ir 1iidciimir?~ ~ Ii~r~~rnirtional Regi.srercd, l m u r i d  and i3pre.s.s Mad is  
i i ~ c d  in prowssirig c l i i i i i i s  relating to r i f l ing or damage ofouthound or inbound Registered. 
I ti\iirc.d Llail t inick\ arid tiuthcuiid Express hlai l  articles. Exception: PS Form 2855 i s  used 
1h.r t l ic  c ~ ~ i i i p l c t i .  los \  <i l . ; t t i  itiwred outhound o r  inhniind article tu  Canada. Express h la i l  
~ / ; i i t i i \  n i i i \ t  he iii iti;itcil throiiSh thc  Call Center. 
~ ~ ~ i ~ i t i r ~ d  I ) i i r i t i i i cnt : i t i i , i i  tor I<eSistcred. Iristired and l ip ress  Mai l  includes: Evidence o f  
l i i \ i i r , i t icc t l 3 l h l  Se<.iioti 01. I \idcnce (ifV:rlue ( I h l h l  Secti t in 9)  and Proofof.Damage. 

PS F o r m  3831 - Receipt for Article(s) Damaged in Mails 

1 1  . I  .ii..tbtiicr \ \ o t i l d  l i h c  t l ic :irticlc m i l c d  rcplaccd. o\\iicrship must hc released t c ~  tlic 
I \I,\ 
! I , ,  bc L t m l ~ l c t ~ d  in  dii j i l ic,iIL.. t h e  c<q i>  i \ I ,I  he prvvided l e i  thc customer. and otic i s  ti) hc 
. ~ : I , I ~ I I ~ ~ ~ I  I , ,  [ t ic  :irticI<c I hc ;irticIc rci i i ; i i i i  in  p t i \ w c . \ i c i i i  oftlie IISPS. i t l i d  i y  hnndlcd 
, ~ . ~ . . t ~ l i i i i .  I , )  i i i r iu i t  pctlic? 

I lic I 415 p r , ' \  I,IL,\ ;I cti \ tot i icr \\ i t l i  i i  1'5 Form 3 8 3  I ;IS prool-ol'rcceipt. This form 

PS Form 1510, Mail LosslRifling Report 

1111,  llmi iir tired III rep in  the  hi\>. rilling. ;id tiiistre;ittiient ofordinar> and Ccrtiticd M a i l .  
1'4 I i i r i i i  I 5  I i) ma! he initi:ttetl h! ei1liL.r t l ic tii;iilcr or addressee. by telephone or iii person at 
, $ t i !  l p o \ t  o1'lii.c. 

PS Form 3533 -Application and Voucher for Refund of Postage, Fees, and 
Services 

I hi, loriii i \  iiscd to reyest ;I rcliind ~,~.pci\t:igc. Ices and ser\'ices 

4002 
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4003 
RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T40-74. What is the position of individuals who process claims at the St. 
Louis Accounting Service Center (ASC)? 
a. 
b.  
c. 

d. 
e. 
f 

RESPONSE: 

What training are they given to perform their duties? 
What are the educational requirements for the position? 
Is any type of accreditation required so that lostldamaged items can be 
accurately appraised? 
Is there any requirement for past experience doing similar kinds of work? 
Provide all of the training materials used to train these individuals. 
How many houddays of training do these individuals receive? 

Level 14s process the claims, and are supervised by Level 17s 

a. 

DMM and CCRS manual, along with the Postal Operations Manual, Administrative 

Support Manual and IMM 

b 

C 

d No 

e 

the DMM. and section 146 of the Postal Operations Manual (POM) are used as 

reference materials 

They are trained on the job with the assistance of a senior employee using the 

One must be a postal employee who has passed the accounting test 

None. since the adjudicators do not perform appraisal 

The CCRS manual is being filed with this response. Additionally, section 609 of 

f Claims adjudicators receive 30 days or more on the job training 
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Course Objectives 
In this class you will learn about using the Customer Claims Response System. 
Depending on your user role, you will learn many o f  the following features of the 
system, including how to: 

+ Log i n  and navigate in C'CRS 

+ Enter, Search for, and Update a Claim 

+ Review and Appeal ii Claim 

+ Manage the Queuc 

+ 
+ Scnd ~'orrespondence 

+ Create n ('laim Receivahlc 

+ C'hany the Status o l i i i i  Issued Check 

+ J:nier 1'ack;ige l n t u ~ ~ n i : i t ~ o ~ i  

+ ('rcitc ; in  1iisp;ctioti C.:isc F i l e  

+ (~'cr1iIb I'nynieiiti 

+ 

T.lii\ r i ~ i i w  i i i c l r ~ d c s  d i w i s s i ~ i n s .  procediires, a n d  practices for iisers with various 
u w r  r c l l r \  ) h ~ i i r  !tisttnict~~r i v i l l  indic:itc \vhich user roles apply to the activities in 
c:lL.ll ~ C ~ ' l I < ~ l l  

h y .  Deny. and Close a Claim 

l<c\ IC \ \  ( ~ i r r ~ y ~ ~ ~ n i l c i ~ c c  I.\.cnts :ind Appeal Decisions 

. . .  

Prerequisites 
I l i c  l i ) I l~n~ i i ig  pretcqiii\itc,s apply to this ~ii:i~iuaI: 

+ tU\cr> h r i i l d  h i i r  11ic c i i i i \  ~ I I I I I I S  lbr how to select objects and how to 
n:i\ ipitc t h e  s y t e i i i  11i:it yo11 \vi11 work with. 

1 l k m  h i i i l d  u i i i l ~ ~ r ~ t ~ i ~ i d  ; i t id bc. able to use common Windows input methods. 
w c l i  :IS h[ittoii>. l i c l i l ~ .  drol>-cIii\vn lists. chcckboxes, and radio hiittons. 

Llscrs sliould i i l ~ i  h e  i.iiinli>nable using a mouse for navigation and input. and 
the.) s l i o i t l i l  i i n i I c r ~ I ; ~ ~ i ~ I  c~i ini i ion mouse instnictions, including double-click 
:ind right-click 

Users should :ihi hc tliortiitghly familiar with the process and applications that 
thcv \vi11 itsc t i t  u u t c  c l a i ~ i i s  in  their environment. 

+ 

+ 

+ 
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Icons 
The following table identifies the icons used in this training guide 

zcon Meaning 

The compass icon indicates the Objectives 
section of a lesson. This section includes a list 
of topics that will be explored in that lesson. 

The discussion icon indicates the Discussion 
section of a lesson. This section introduces a 
topic, and includes general information that 
may be discussed during the lesson. 

The dictionary definition icon indicates the 
Definitions section of the lesson. This section 
includes any technical ternis that niay be new 
to the user. or that are particularly important to 
the lesson. Dictionary temis are shown in  hold 
font i n  thc Discussi~in text. 

The checkinark icon indicates the When to use 
sectioii ofthe lessoii. Refer to this infurmation 

- 

~- 

~~~~~~~ ~~~ 
~ 

~~ ~~ 

10 learn when vnii will iisc the lbature that  is 
J 

8 
di~cussed in this section of the lessoil. 

The 'do not' icon indicates the When not to 
i i s e  secmiii 01 the Iessnii. Reler to this section 
t o  lean i  \\hen yoii  sliould i i n t  iise the feature 
th i i t  i s  di\cussed i i i  t h i s  scc t i o i~  of the I e s s o i i ~  

~ . 

~ ;ire spccilic cascs where another function IS  

~ i i iorc ;ipprupriatc for soinc situations. o r  i f  
1 tliere are specilic cases where the fiinction 
I shoultl not be used. 1 I 

~~~ ~~~ ~~ 
~~~ . ~~~~~ 

3 
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___  
The Context icon indicates information that is 
not central to the discussion but may affect 
how you use the feature. This section may 
include business process information, process 
flows, and general descriptions of the 
environment in which the function is used. 
Any known issues with the function in your 
business environment will be included here. 
The class instructor may also use this section 
to discuss issues related to the business or 
corporate context For this feature. 

The pencil icon indicates the Tips and Notes 
section. This section includes important 
reminders, limitations, prerequisites, and 
guidelines for using the function. I t  may also 
include inf~rmation ihat will help you avoid 
common errors in using the hnction. 

The numbered steps icon indicates a 
Procedures section This section includes the 
step-by-step procedure for perfonning a 
function or  :I sct o l  related functions. These 
steps are generic. and wil l  not have specilic 
cl;ita. siicli AS document types. included in the 
steps. 

'The clock icon indicates a Pr:ictices section. 
I'lii\ section i~icliiilcs (mc or more practice 

x ' t1 \~11 ies  ltlnt ma) be :issigned for completion 
c!iiriiig y o u r  c1;iss tinic practice sectioi is 
i i ~ c ! u i l c  the stcps ol thc  procedure ;md specific 
practice c h t a  l o r  use in the training class. The 

' practice data is sei tip ibr each class, and will 
i ~ i l y  he nwi lnble  fi)r mining classes. 

- 

. . 

~ ~~~~~~~~~~ ~. ~~ 

(.hestions secti i i i i  01t I ie  lesson. This scctioii 
includes questions to test your kno\vledge of 
the iii:iter1:11 that has been taught. The questioi 
scction Is intended to bc an infomi;il wiy  of 
evaluating y i u r  understanding of cach 
liinction. 

/ \ t i re. Usr, oj t i ie  Questions sectioti i s  at the 
dr.\i.retion o f t h e  C'lienr. 

~~~ ~~~~~~~~~ ~~ ~. 
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The 'information' icon indicates the For More 
Information section. This section includes 
references to other materials that may have 
additional information that can help you 

1 perform a task. 

Indicates a specific practice exercise. 

Indicates a specific procedure within the 
Procedures section. Related procedures each 
have their own heading. When a procedure can 
he performed on either the Desktop Client or 
on the lntranet Client, each will have a specific 
procedure heading. 

* Practice: 
-~ 

~~~~ - 

I 

I 
I 

Typographic Conventions 
The f ( 1 1 1 ~ ~  ins ducunient coii\'entions are wed in this training guide: 

Speci;il terms l h s  arc used in the text rind are listed i n  the Definitions section 
( 1 1 : i  Icsson arc displnyed i n  bold italic. as follo\vs: Prodvct Identification 
C d ?  

2 l i . 1 1 ~  I t c t i i \  :in11 bu t tm ~ : I I I I C S  are indicated with bold font and title case, as 
l o l l ~ n \ ~ .  k:ntcr Nev\ Claim liorn the iiicnii. 

Abbreviations 
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1 Abbreviation 1 Defiriition 

Customer Acceptance Test 

Customer Claims Response System 
~- 
CAT 

CCRS 

CSS Customer Satisfaction Survey 
~p 

DGC Delivery Confirmation Guarantee (Also 
known as Product Tracking System 

Fleet Post Office 
. .... ~ 

IBSSC’ Integrated Business Systems Solution 
Center 

SAhl 

1 rh 
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Welcome to the Customer Claimq Response System. The CCRS system enables 
domestic and international customers of the United States Postal Service to initiate 
claims should a package he lost or damaged. After the customer has completed 
the appropriate claim form (Forms; CN08, 2855 or PSIOOO), employees of the 
USPS then complete the claim and submit i t  for processing via the CCRS system. 
Depending on the value of the item lost or damaged, the claim may be 
automatically paid or denied by the system or sent for review by an adjudicator or 
consumer advocate. The adjudicator or consumer advocate will then decide if the 
claim should  be paid, denied, or closed. 

Intcrnetional c l a i m  filed by foreign postal administrations can also have their 
claims (Ii)rm CNW) entered and processed by CICRS. 

Objectives 
$*' 

T h i s  XTIIOII provides infonnatioii :ibout the topics below 

t :1h011t ('C'RS ;ind i t s  functions 

9 Discussion: About the Customer Claims 
Response System 
CC'RS ciiahles I)oinestic R. International USPS custoniers to initiate claims by 
~ e i i d i n ~  c l a i n i  fotnis to the Saint Louis Accounting Service Center ( A X )  
~iccoui i t ing SCTVICC center lor  acceptance and revie\%. These forms are keyed into 
('('KS iiir autom;lted revitxv. 
o n  a spccilic m l c  set o r  scntl the claim for review by an A X  adjudicator 
employee. The IJSI'S cinployees then complete the claim and submit the 
d o c i i i i i ~ i i t ~ i t i o i i  via the U ' K S .  

The CCRS system may pay or deny claims based 

7 
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Tips and Notes 
Remember the points below when you work with the Customer Claims Response 
System. 

t You will have access to a subset of functions, depending on the user group 
you are a member of. 

USPS customers can initiate a claim via the USPS Web site t 

% Procedures 
Ilw the IiiiIe\ to locate information on a variety of topics 

Ba Additional Information 
+ Sotc t h t  C'C'KS groups Iiave access to certain features of the system. That is, 

tlic groiip tli;it y i i  arc ii member ofonly has access to a subset of the system's 
lL,:,liirc'\  

cii"iip\ c:iii ; i c c c ~ s  tlic tunctton 
Hcliire ) o i i  hegin cacti  section. your instmctor will tell you which 

X 
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To begin using the Customer Claims Response System application, you must log 
into the system and access the various custom functions. 

.\&, 3 

Objectives 
.This section provides information about the topics below: 

t 

t l i i w  to Log Into the Customer Claims Response System 

I lo\% t i )  .Access the Functions of the Customer Claims Response System * Discussion: How to Log into the Customer 
Claims Response System 
liec;iiiw ('C'IIS IS il secure site. y o u  must log into the system using a valid user 
~ i ; i i i i c  ; ind iiasyword hefore !01i c;in access :my of the documents or functions 
, i c c e ~ ~ i l ~ l c  to hi i i i r  uscr group Once yoii :ire in thr systein, yon will he nhle to 
;ILW\\ l i i i i c t ion< l>:iscd (111 \o in  privileges 

4 Whentouse 
\.oii log i n 1 0  t l i c  ( ' t r \ lonicr ( 'I;iiiii> Response System to iiccess claims and custoni 
l i lnct i i i i is.  

- ."I-_ 

e Definitions 
I1st.r I'ri\ilrgy, 
user nhcii /heir u.wv criteriu is created 

:I security clu.s.sijicatioii rhat the system administrator assigns to each 

9 



4013 

Tips and Notes 
Remember the point below when you log into the docbase: 

t You must have a valid user name and password to access the features 
available to your user group. 

'The filnctions available to you are based on the user group you are a member 
0 1: 

t 

$3 Procedures 

3 To log into the Customer Claims Response System 

I L.aunch your  Weh browser and  enter the U R L  for the CCRS system in the 
:\ddress tiel4 Click 1 :\ewe 

'I hc I,:iilcr llscr ?lame and  Password page appears 

I iitcr ) o u r  llscr Niinic  and  P:iss\vord i n  tlie appropriate fields. 

( ' l i c k  Sehmit. l l t l i i s  i s  11ic lirst time logging in you will see the following: 

7 

i 

4 

Tai;? inc <!,ie,~ I lo I r > q w y  Manager oil login <I) 
7ahr me diiecliy lo Claims Manager on /@gin <) 

Bring me lo this splash page on login &> 
~~ ~ ~ 

Manage inqunes is, ~ 

Manage claims 6~. 

i Ilerc y o u  set !our prcl>rciiccs for  where you will directed for all future logins. 
Since you' l l  he \\cirkiiig \\ 1111 claims, you'll select Take me directly to Claims 
3lanaec.r loein. 

C'lick thc h1m:igc ( ' h i i s  ( ; o  button to proceed to thc claims manager 6 

I O  
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I Launch your Web browser 

2 Enter thc I J K L  for your 
CCKS scrycr 

Log !n 10 the ( 'CRS ! : 
i ,nanagcr 

, ~ ~~~~~~~ ~~~~ ~~~~~ ~~~~ ~ 

.1 (',~,>,IC'l I<) I h C  ( K K S  
\>.IC"l 

~ ~~~~~ 

i, Practice: How to log into the Customer Claims Response System 

Double-click the Web browser icon on your desktop. 

Type the URL for the CCRS system in the Address 
field. 

Type your user name and password. Select the group 
you are a member of. (Note: if this is your first time 
logging in, you will first be presented with a 
preferences screen. Select your preferences and choose 
the appropriate option.) 

('lick Submit 
~~~~~ ~ 

~ ~~~~~ ~~ ~ ~~~~~~~~ 

1 .yteps I Practice Data I 

- Result 

I l ! , i i t  pcr l i inn the practiccs correctly. the result will look similar to the screen 
he I, I \ \  

I 1  
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UNITEDSTIES 
mALYRvKE.  Cudomet Inquiry and Claims Response System [CICRS) 1 

When to File 
You must file a claim immediately when the contents of an amcle are damaged or missing 
F o r  a losl article you musl file a claim wthin cerlain time lhmts as specified in the G e w a l  
r h ,  

Where t o  File 
For most c l a ~ m s ,  9 0  to any Post Oflire and complete Form IWO. Domestic Claim or 
Registered Mail Inquiry 

claims can only be filed at the Post Ofice where your 

WhatYou'd Need 
Evdence d l n s u m n c ~  
Subniit w d e n i e  Ih? .J M a i l ,  c ~ ! l l e c t  I i l l ,  Hegis txed  MailT', or 

a i  the I I ~ P  01 mailing 1 %  the preferred evidence Check the Genela1 FiI:n? 
I,lI,.:' was w r c h a s e d  for the mailed package The original mailing receipt that you 

lot a dm&d hct  of acceptable endenre 

f v d r n t e  Of virue 
S u b m  e r 8 0 ~ i i  S u c h  ;ti a sales rece~pt or invoice shawlng the v a i w  of the article when 
11 was mallel: I l h r i ,  the . . ' . I , I /  f (I!? b r a  detailed list ofacceptable 
w l d e n r  i 

I ?  
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* Discussion: How to Access the Functions of 
the Customer Claims Response System 

13 
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4 Whentouse 
You access the Customer Claims Response System functions to perform actions 
with Customer Claims Response System claims and other information in the 
system. 

I _,-_-.- 
_-_-I 

Definitions 
Permissions- A proprr@ (hot determine$ which operotions a user can perform on a 
cloim (fcir exomple. odjudrcotr.. update, and search.) The sysfem ndministrator will 
&finr a U ~ P T ' ~  permis r i m , .  

Tips and Notes 
I<einemhcr tlir points belinv \vIieii you access the Customer Claims Response 
S p t c i i i  t i i i ic t ions:  

;Ill ('iistoinzr Claims Response System functions are available from the CCRS 
111c1111 (ill the k l i  side ~ l t h e  \Veh p a g ~ ' .  

\ o i c  t h i t  s o m e  I u i i c ' i ~ ~ i i ~  :ire on ly  amilahle to certain users. A user's role 
dcicriiiiiics \\ l i i c h  l i ~ i i c t i o n s  are av:iilnble. 

a Additional Information 

14 
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Authorized CCRS users can enter a claim through the CCRS Internet site. This 
site is located within the Postal network for access by ACE computers. Once a 
claim is entered. the CCRS automated payment logic will review the claim to 
identify possible deficiencies or make a payment decision. 

As part of the claim entry process, users will be asked whether the supporting 
information required for claim processing was provided. If any information is 
missing, CCKS wi l l  send correspondence to the claim originator to obtain the 
neeiled t l i i t i i  

+' Objectives 
' l ' h i y  :;cciiim providcr iniiimiii1ion ahout the topic below: 

lluii, io enter ;I nei\ claim into C'C'RS. inchiding specific definitions for fields 
i i ic l i i i lcd 111 ;ill wciioii of the cl;iini fbrm 

Discussion: How to Enter a CCRS Claim 
When :I neii cl; i ini  I \  i n  cntereil i n k )  C'CRS. thr ni:tilcr information, addressee 
inl'i~nn~ititi~i. re:i\oti Iiii t l ic  clii ini. l os t  o r  ifamaged articles. to ta l  amount claimed. 
proiil o1'1nsiiriincc verilicatiiiii. p:iyment assignment. and the certification and 
h i g n a t i i i ~  n i i ~ s t  he i i c l i i i c i l .  

4 WhentoUse 
A domcstic pcnl;il ciisioiiicr will initiale a new claim' when they want to report an 
item daniaged or l o s ~ .  ('lniins from foreign post offices (Form CNOX) niay be 
initintcd through :I Siireiyn administration and sent to the ASC for processing. 

* F i i m  I'SllliJlI /or. ~/onit , .v/ i i .  doIni.s or 2853.fiir irirerrimlional claims 

IS 
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Definitions 
Mailer - The postal customer who initiated the mailing ofthe lost or damaged 
arricle(s). 

Addressee - The name ofthe person or organization to which the lost or damaged 
article/s) was vent. 

Mailing Receipt - The paper provided to the customer at the time insurance was 
purchased. The Mailing Receipt has important information, which can help the Field 
Site complete the rluim. The Mailing Receipt Number is a barcode. which is also 
represented as human-readable numbers printed below the barcode. The human- 
readable  number.^ are orranxed in groups offour digits. 

Tips and Notes 
Kenienihc.r the f i i l low~ng points \ \ \ h e n  entering a n e w  claim: 

+ The post: i l  oustcmcr m l \ t  go 1 i i  3 USPS field site to complete the c la im 

+ 1 ct ler?  \\ ill hc se:it 111 cii\Ioni(Irs for :ill cl i i i i i is  not fiilly completed. 

+ ( 'ii>tiiiiicr< must pro\  i d e  the appropriate supportins information in order 10 
i i \  r , i i i l  dchy ing tlir p r o w s i n g  oltlieir cl i i i i i i .  
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3 To enter a new claim 

I. From the CCRS M'elcome page, click the Enter New Claim link. Section A of 
the Enter New Claim page opens. 

Select n claim C ~ I C ~ O ~ Y ,  which is the form type you are entering 

f-ntcr all requircd infomiation for Section A 

( ' l ick Continue Section n o f t h e  claim form opens. 

Required information includes a complete address for the claim originatoi 
and a service category. 

1Intc.r 311 reipiired information lor Section R.  

If section 1 1  is completed. this will be considered a locally adjudicated 
claim resiilting in no further action by the system. 

2 

3 

J 

5 

(>  

7 

h I l i ~ h  ( 'onl inue 

' 1  II illj. cliiini c.;itcg~,y I S  iiitcniational ?oil \ \ , i l l  he presentcd with ;in ndditional 
I I . I ~ L '  I , ,  ~"i i tcr  spciilic intcrniit ionnl w l u c s  (see hclow). 
nkr i i l l \  1 1  citlicr ilie l i v c l p  ;I,liiiinistratioii. linitccl St:itcs o r  n combination o f  
ihitli jiii.iirrcd I iahil i~> l o r  111c in:iiling. 

Users !vi11 also nced to 

I ( ' l i i k  ( imtinw 1 0  c h i i n  indicators :iltci~ cnlering the liclds 
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Update Claim: International Section Article #: Em5472787 

Sedion A I Sestion 8 I lntetnvtiunai 

Supplementai Information For International Mail: 
item Under inquiry ' -~ " 

~~~ . ... 
~~~~ ~ .~ ~ ~ ~~~~~ . __ 

Spectai Indicator ~~ Y 

Package Weight (in ibs) 

International Liability Indicators: 
Liabikly -- " -- 

I - Reasons for FA Liabili9,- 
!:-----' 

-~ 1 , 

18 
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Practices 
L1 Practice: How to enter a new Domestic (PSlOOO) claim using CCRS 

lsleps 
i I Initiate t~ i e  new claim 

Practice Data 

:lick . ..fer New Claim 

n Section A of the claim fonn, make the selections 

Enter your first and last names (no middle 
Initial), business address, and phone number 
to the mailer information section. 

Entcr Joe Smith as the addressee, and rnlrr 
your business address and phone number to 
the addrcssee mfonnation Section. 

Eiitcr a shon description ofthe anicle, scIccI 
an  3 r l i O l K  category liom lhe drop-down list. 
and enter the value ufthe article. Enter 
I)eccmhrr Olofthc previous year. as the 
purchase datc. Click Add Article to List 

l.,nti.r $100 for thc total :mount c la imcd.  

C’lich hlailcr as tlic I’a) i i i ~ n l  Assigiimcnl 

i’llck hlatler as tlic C l a m  Onginator: click No 
tlir the I’ruol.of Signature. Enter the ciirrcnt 
h t c  :!s thc U;nc SIgncd 

19 
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~~~~~ ~~ 

Yteps Practice Data 

new claim. selections below: 

For Service Category, enter Numbered 
Insured 
For Postage Paid, enter $4.00. 

For InsuredlReglCOD Fees, enter $2.20~ 

For Other Fees, enter $0.00. 

From Claim Reason. select Article Not 
Delivered. 

For WrapperlContainer/Packaging or Article 
Presented, select No 

For Mailing Receipt Presented. select No. 

For Evidence o l v ~ l u c  Ibr Articles presented. 
select Yes 

In the p m o l u f  insurance section, enter 
VBoOOOXXllS (where XX IS your class user 
login ID)  as the m a i l m ~  reocipt numbrr. Enter 
Jxnuar). O S  ul.the curreiit year as I he  mailing 
dJlr 

l o r  Accepting Employee. enkr your first and 
last nanics. i X Y 2 3 X  :IS thr finance number. 
your 7111 cudc. your telephone numhcr. and 
l<>day'h date 

('lick ('ontinur 

20 
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ir Result 

I f  you perform the practices correctly, the result will look similar to the screen 
below: 

E l  Addi tiona I I n  for ma ti on 
Ti,, lind ;I spccilic c l i i i i i i  tli;il 3 postal customer tias hegun. refer to Section 4 
I l t i n  10 S a r c l i  lor  ;I ('liiiiii 

21 
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The claim search feature can assist CCRS users in obtaining information 
regarding a claim. Here are soine situations where searching for a claim may be 
beneficial: 

t 

t 

Attempting to  determine the statiis of a claim. 

Searching t x  a ciistomer within a specific area to see if a claim has been 
submitted. 

[Finding o i i t  the amount paid for B given claim. 

Seeing il'a letter w;is sent to 3 ciiston~er asking for additional infonnation 

6 

6 

.,e, 
Objectives 
' l 'hi \  x ~ t i o i i  provides i i i f~i i i i i ; i t ioi i  :ihout tlic. topics below: 

+ I I o w  t t i  Scnrcli lb r  ni i  I.xistiiig Claim * Discussion: How to Search for an Existing 
Claim 
('IC'RS pro\ idm :I po\vcr~iil x;ircli capability iii urder to find either a customer o r  
n clniiii 
~ i r d  ch;ir:ictcr 

Y o u  can  iisc c~~nihi i i ; i~ i , ins of information in conjunction with the wild 
to pcrl(iriii p:irti:il se;irclies~ 

22 
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4 When to Use 
A customer of the USPS may need to search for a claim that they initiated hut did 
not complete. Field sites will need to search for a specific claim in order to 
respond to customer inquiries. CCRS users will also use the search function to 
find specific claims to appeal and to access specific claims for which they want to 
generate correspondence. 

a Definitions 
Field Site - A  Chired Stules Posl Ofjice. 

Correspondence ~ ltritlen comnrunication generated bj, the CCRS yysrem or an 
adjudicator or comumpr odwcare nriginatin~from the USPS to the package arldreswe 
or rec;pi<xnt. 
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#l Procedures 

3 To search for an existing claim 

I .  
basedon various criteria appear. 

2. 
using customer information. click Customer Search. 

3 
page will appear. Other search options sucll as check number or claim id will appear based on your 
operational iiser type. 

3 .  
intorm;ition. 

i 

From the left menu, click Search for Claim The additional options of performing a Search 

To perform a search using the mailing receipt number. click Article Search. To perform a search 

Depending on tlic type of.search you arc performing, either the Mic le  Search or Customer Search 

Enter either the inailing rcccipt (i.e article) number or a portion or all of the customer's 

('lick Search. Thc Search 2csu:ts pagc wil l  appear wi th  your claim. (shown below) 

Page 1 

< 8,Cl 

24 
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0 
Practices 

Practice: How to search for an existing claim 

I Steps 

2. Select the type of search 

3. Enter search cntena and 
begin search 

Praciice Datu 

From L , . ~  menu, click Search for Claim. 

Click Customer Search 

tnter  your last name in the last name field. Cltck 
Search. 

The claim that you entered in the previous exercise 
appears in the search results. 
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_.__I_ 

i. P ~ n d i r i g  

, ' ll8~lrl. 
: . i . EFT1 iPr,l TrIl SENDEE 

.- ~~ 

i, Result 

I f  you perfonn the practices correctly, then the result will look similar to the 
screen below: 

Case #: 378253081 (2855) 
~ 

" !wou ld  l ike 10 - 

Take desired action G o .  

26 
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I Objectives 
This section provides information about the topic below: 

t HIOW to Update an Existing Claim 

Discussion: How to Update an Existing 
Claim 
1:xistiiig cliiiiiis rn:iy hc iipd:itcd using thc Updatc Claim function on the Claim 
I ) c l : l l ~ s  \ \ l 111 l0 \ \  

4 Whentouse 
,\utliorii.ed iihcrs c i i i i  iisc tlic updatc functionality to correct errors o r  t o  niake 
chanpcs t o  tlic c l i i i i t i  lorin. Suppiirting claim indicators such as proof of damage 
p r o o f ' o l ' d e l i ~ c r y  proot'~if'vaIuc :ind proof of' signature can also be changed 
throush t h i s  proccss Stiit~is indic;itors c:innot be changed on a claiiil since they 
pro\ id? .I histor! 01cI;iiiti c \ e i i t >  
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- e.-.-- 
--_-, 

fx'I Definitions 
Supporting Claim Indicator - Additionalindicators revealaspects of whether the 
customer completed the claimfiling process. The indicators reved ifinsurance 
coverage was validated by a postal employee, mailer signature was obtained, the 
customerprovided evidence of value for  merchandise, damage was proven, loss was 
proven (for unnumbered insured claims only). The indicators are set based on previous 
claim responses. 

Tips and Notes 
Kernemher the points below when you update an existing claim: 

+ llsers can updzte field and supporting indicators for previously entered claims 
:it aiig time. 

A c1:iini \\ill remain in :I pending state until all supporting indicators are 
priivtdcd i i t id  tht  cliiitti IS  complete. 

+ The system will ,iutoni:itically send correspondence to the claim originator 
\\ l ie t i  key tnfcmiation I S  inctiniplete or a supporting indicator is not set. 

+ 

3 To update an existing claim: 

I I r o n 1  tlic I d  i n t i p t i o n  iiicnii. click Search for Claim. The additiotial options of 
pcrhniiiiig :in /lrttilc Scarcli or a Customer search appear. 

( l ick  Custonwr Srarrh 1 1 )  w x c h  usinp cusloincr information or i\rticlc Scarch 
to sciircli iisttig itic \1;1iItny Kcceipt number. 

Ikpcndiii? on t l i c  t \pc otscarch you are conducting, entcr either the user 
infomi:itiriti c,r 1112 \ l u t i n g  Kcccipt number. 

2 

3 

4 Click Submit Sc:irrh results display. Note that the Mailing Receipt number 
listcd 111 l l ic sciir;li rcsults I S  actually a link. 
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5 .  Click the Mailing Receipt number link to access that claim. The claim details for 
that specific claim open. 

At the bottom ofthe claim is the ‘I would like to:’ entry drop down menu. 

Select Update Claim. Then click Go. The Claim Update page opens. 

6. 

7 .  

, 

I would like I O  !.update this claim. & 

Take desired action ~ ~ s r  - 

8 llpdate the claim. as nccesaly 

29 
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0 
Practices 

Practice: How to update an existing claim 

Sfeps Praciice Daia 

Scarch lor thr c l a i r  you 
want Io edit 

From the left navigation menu, click Search for 
Claim Select Customer Search, and enter your last 
name in the Last Name field. Click Search. The claim 
you  entered appears. 

Click the Article Number to open rhr claim you 
rmercd. Scroll lo the bottom of the claim, and choose 
!hi: UDclate Claim option and click Go. 

.Aci.cs\ tlw c l a i m  

Case #:  59799250 (2855) Confirmation 

The claim has been successfully updated. 

Go lo claim detah ~ r '  

30 
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lisers can access the Status I l istory 10 review appeal decisions and other events 
related to a particular claim 

'( +& 
I Objectives 

This section providcs i i i l h i a t i o i i  about the topics below: 

\+*hen a User Wi:l Nced to Ke\ ie \v Status llistory 

t I h v  10 Review Status I l i s t i i ~  

Discussion: How to Review Status History 

4 Whentouse 
U s c  11115 fiinction t o  dclcrniiiic [ l i e  >tatits history for the claim. The Claim Status 
I I i s t o n  repon l i s ts  :ill st;itiiw\ I I I C  claim has undergone, the amount of any pay 
ilecision\. flic user 11 tio ; i . s . ~ i ~ i i d  llic chjiii to a particular status, any notes 
: i~sociatcd with a p:irticiil:ii 513tiir. and the date that the claim reached the 
I1Idlc:llt.d 513tus. 

3 1  
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Remember the points below when you review status history: 

An entry of CCRS in the user field indicates the CCRS system to action to 
cause the status e x n t  described. 

'The notes section should contain a reason for the denial or additional pay 
amount to assist CCRS users. 

T h e  C h i n  Status History is shown in date order to give users the ability to 
V I W  a logical series of C V C I ~ I S  associated with a claim. 

+ 

3 TO review status history 

4 
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Step.y 

I Access the c l a m  lor which 
you uant 10 r e v i e n  status 
history 

Practices 
Practice: How to review status history 

,/ Your ins!rucfor will orovide vou with the Mailinq Receipt of the claim 

Praciice Data 

t.ntar the Mailing Receipt providcd by your instniclvr 
~n the Article Search window. Click Search. Click tllc 
h i i c l c  10 access the claim details. 

for which you will review status history. 

/2; status lltstor) i l n ~ ,  1 On the Claim Detai ls window. chck CCHS within lhc 
Status Informalion section The Claim Status H is ton  

I i s  shown 1 

* Result 

I I ' \ c n i  pcrliirtn the pr;tclic.es corrccliy, t h e  result will be similar to the screen 
tx IIW 

Claint Starus History Art ic le  # :  VB32892349HUS 

Pending Pald - Pending Pwment Ce,l~tication $102 00 - 07119f2006 CCRS 

Pending Paid ~ Check Request Sent l o  APEX $1 02 on 0711 8R006 CCRS 

Penrling Paid ~ Pendng APEX Procrrring $1 02 @O 07117R006 CRSHOI 

Fending 07117R006 CRSHO1 
~~ 

$ a <  

33 
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The Correspondence History function enables users to generate and review the 
correspondence that has been created both by the system and by adjudicators and 
consumer advocates. 

Objectives 
.I 111s x c t i o n  pro\ ides in i imint ion about the topics below: 

+ 
Sitii;iiions in LVhich l l w r s  \Vi11 Need to Review Correspondence I:\,ents 

I lo \ \  to Kevie\v ( 'tirrcsp~~ndcnce Events 

Discussion: How to Review Correspondence 
Events 
:\I1 lJ,jI'S users C;IR r c v i c u  ~ o r r e x p ~ ~ ~ i ~ l c i i c c  events using the Correspondence 
I I i s i o i y  liincti(iii 

J WhentoUse 
Ilse the ('orre\pondLmc.c I Ii~ton lunc t ion  to  view intbmi:itior about all 
corrcspondence cveiit> t1i;it Ii;i\~ hecn generated about a claiiii. The history lists 
the date (lie letter \V;I\  wnt. rccipicnt. title. and body for each correspondence 
C \ C I l t .  

34 
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Definitions 
Correspondence -Includes any CCRS communication that is generated by the system 
or b.v adjudicatorskonsumer advocates. 

Tips and Notes 
Remember the points below when you review correspondence events: 

t 

Correspondence can reveal why a claim is currently in a pending status 

CCRS does riot store thc actual correspondence, only the text of  the 
correspondence The formatting of the letter & letterhead are not shown 

T l i c  systcm sends coirespondence to Central Print for processing once each 
<lily. 

A letter can h e  canceled h e h r e  i t  is sent to Central Print 

3.  A chronological hi\lory of lclters is shown. Click on a letter title to see the 
completc lettcr iiiI<iriii:itioii. Click Back lo return to the Correspondence 
Ilistory p : i p  , in e u i i i p l e  I S  shonn belous. 
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Practice: How to review correspondence history 

./ Your insfrucfor will provide you with the Mailing Receipt number of the 
claim for which you will review correspondence history. 

Steps Practice Data 

Fnler the Mdrlrng Rcceipl supplied hy your tnsiructnr 
i n  the search field Click Search Click the Article 
Number to access the claim de la i l s~  

0 1 1  the Claim Details uindow. click Correspondence 
i n  i h c  Supplemcntd Infunnatiun sccti i in. The 
('orrespundcnce History window opms 

- Result 

It \(iii pcr l i i r i i i  llic pr:icticcs ciirrccily. t l i c i i  tlic result will be siiiiiI;ir to the screen 
lhCl,j\< 

Correspondence History 

I I i ~ i ~ l n v ~ ~ i u  I l o f ?  S r a r r l i  11~\8~11\ 

Article # :  VB328923498US 

v3ue 1 

Send a new ktter io , B X l  
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'The Review Delivery Information function provides current information about the 
st;ite of a package within the mail stream. Post office employees use this function 
to deremiine i t a  package has been delivered or is in the process of being 
delivered, which aids in the claim decision making process. 

0 bjedives 
Thi\ section providcs iiilbmi:ition about the topic below: 

+ t l cnv  t o  K w i c \ v  Delivery liiiomm;rtion 

Discussion: How to Review Delivery 

WhentoUse 

37 
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Clearance ID - The check or money order number used topay/or thepackage 

Receiving Office ID - Thepost o/jice ID where thepackage arrived 

COI) C'lcsrance Date ~ The date the check or money ordered cleared 

Receiving Office I d  - Th(,pposf i$jicejireD where thepackage arrived 

Event Date - The date associafed with the PTSevenl code 

Event Code - The PTS ci'ent code 

Event Description - The PTS event description 

Event Zip Code ~ Tke zip code for fhe event 

Event Keceipt Nanie - Th(. name o/theper.von associated with fhe event 
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% Procedures 

9 To review delivery 1fc rnation: 

1 .  From the lefi  navigalton menu, click Search for Claim to search for the 
delivery information related to the mailing. 

2 .  Access the Claim I k t a i l s  window. In the Status Information section click 
L k l k e r y .  

r Status information I 
C C R S  Pending I CieIs,etv RETURN TO SENDER 

~. .The Delivery liven[ Htstoty is shown in chronological order. click the delivery 
event code to ohta tn  i idd t t to t i i t l  detail. 

* Prac t ice :  How lo review delivery information 
'. - Your instructor will provide you with the M a h g  Recerpt number for 

which you wiii be reviewing delivery information 

39 
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Result 

I f  you perform the practices correctly, the result will look similar to the screens 
below: 

Delivery Event History 

Days Left To Check Delivery %atus 90 
Lasl PTS Requesl 137r221r2006 

Case #: 847040306 (2855) 

RETURN TO SENDER 07116f2006 BF 64 07RlR006 
~~ ... . ~ ~ ~~ ~~~ ... .. .. . ~- ~~~~ ~~~ ~~- ~ . . 

Ovemde DCG status GP, .. 

40 
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CCRS provides users with a mechanism to appeal claims that have first been paid 
or denied. Once appealed. the claim's status history will be updated to show this 
change in status. When ail appeal is requested, the claim is placed in the 
adjudicator's review queue. A first appeal is resolved by the Accounting Service 
Centel-. Only a consumer advocate may resolve second appeals. 

..*' 
Objectives 

Discussion: How to Appeal a Claim 

4 Whentouse 
1.11ii c r in  iippcal :I cI;i i i i i  \I lilv ;i cii\toiner disputes a previous pay or deny 
d ~ c i s i ~ ~ i i .  C'usti)nicrs \I ill i \p ic i i I ly  ;ippc';il a claim by sending a letter to the ASC'. 
7 k  ASC' \\ill i ~ p i c : i l I ~  rcqiiirc additional supporting detail t o  support a change in 
the original decision. C'laniis can  he appealed if they have first been paid or 
d e n l e d  
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1"_1 Definitions 
Appeal - Occurs when a cusfomer wishes fhe USPS lo reevaluafe apreviouspayldeny 
deci.sion. They may have additional informalion rhaf may influence fhe decision. 

Paid - .A  claim sfafus rhar indicates apay decision was made. 

Denied - A claim .sfurus rhar indicates a deny decisiun was made. 

Closed - A  claim sfarc rhar indicares a claim was closed due 10 inacfivify or acfion by 
the ASC. 

Remember the poii:ts helow when yon appeal a claim: 

t 

t 

,I c l a i i i i  cannot l ie appcnlcd iintil i t  is first paid or denied. 

, \ t i  i ippealcd c la i i i i  \\i l l tic w i t  t o  t l ic  original adjudicator w h o  made the claim 
~ l ~ c i s l ~ l l l  

OnI> ii coi i<i i t i i i ' r  adv(icatc c:iii rcwlve :I secoiid :ippeal. + 

3 TO appeal a claim 

42 
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5 Click the Mailing Receipt link to access that claim. The claim details for that 
specific claim open. 

At the bottom of the claim is the ' I  would like to:' entry drop doun menu. 

Select Appeal Claim. Then click Go. The Claim Appeal page opens 

Enter the reason for the appeal 

Click Submit. A confirmatio., message appears 

6. 

7. 

8. 

9. 

Practice: How to appeal a claim 

.# You will appeal a claim that has been previously entered into the 
database by the instructor. The instructor will provide you with your 
user id. and this is the claim you will appeal. 

- Result 

Pructicc Datu 

Ii' y o u  pcrliirni the pr:icttccs c o r m ~ t l y .  the rcsult w i l l  look similar 10 the w r e n  
hclow: 

43 
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The queue is used to organize and hold all claims that are queued for adjudicator 
review. The queue enables adjudicators to retrieve the next unassigned claim in 
the queue for adjudication. In addition, it  enables system administrators to 
retrieve a specific claim froin the queue and assign that claim to a particular 
;id jiidicator. 

0 bjectives 
T h i s  x ' c t i o i i  provides inliiinnation about the topics below 

I IO\< to h1an:rguc t h e  (.)11eue 

Discussion: How to Manage the Queue 
[ 'tmlii, 111 t l ic h l lc~n in? si:itcs \\ 1 1 1  l i e  clueiied lor adjudicator review: 

+ .\ decision to  p : ~ y  ;I c1;iiiii. \ \ h i c h  I S  over the limit for  the system to  pay 

+ I<c~i\tere.d c la in is  that arc eligible lor payment 

+ ('laini\ th;it arc :ippe.ilc.d hy ciist(iinrrs (Note that  second appcals :irc queued lo 
ii  C'onsuiiier Advoc:i~c I 

;I c1;iiiii IS  totincl t t t  IK :isw'ciated w t h  an inspection service investigative casc. 

A cl;iiiii scn ice  typc 15 I)ocuincnt I<cconstniction 

Nm-iMailahte ir~crc.li;irid~ce was found associated with a c la im 

A claim is  eliyihlc. l o r  :I receivable request 

,411 Kegistercd c1:iiiiix that have been set to pay by the system 

If iion-in:iilahlc in:itttr IS discovered, the system will queue the claim to an 
:iiijiidicator {Or r rv ien 

. .  

+ 
+ 
+ 
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+ When Proof of Delivery is validated and deliverv zip code does not equal 
addressee zip code and does not equal MRC, the system shall queue record for 
Adjudicator review 

+ When the Paid amount is greater than Receivable Tolerance 

+ When the system finds a claim that the Inspection Service has identified as 
needing review 

When an adjudicator clicks Retrieve Next Claim on the Adjudicate Claim: Your 
Assigned Claims window, the system provides the next unassigned claim in the 
queue. 

4 Whentouse 
The queue is used to organize and hold all claims that are queued for djudicator  
review The queue enables adjudicators to retrieve the next unassigned claim in 
the qiieiie for adjudicaticns. The system allows adjudicators selective retrieval by 
oflering options such as service category selection, and appeal selection. 

+ \\'lien a n  xlludicntot s c ~ i r c l i ~ s  fix a claim to adjudicate. the specific claims 
assigned 1 0  t h a t  ;icI~iidicnt~ir ; ippcx  To retrieve the next unassigned claim (the 
oldest c l n i t n ~  i n  the qiiciic. the a(1~judic:itor clicks Retrieve Next Claim. 

lJnderst:rnding the \ ;irioii\ cI:iim statuses is important for an  adjudicator to 
undcrstand wh;it  stiitc ;I cI:iini is in. Appendix A contains a description o fa l l  
c1;iini states that ma! ;ippc:ir in the claim status h i s tmy  

+ C'laims in the lirst :ippc;il rtiitus will be assigned to an adjudicator lor re\,iew. 

Claims in the second iippcal status can only be assigned to consun~er 
adwcates for revien 

+ The Adjut1ic:ite link \vi11 appear on the claim details page if nll  of the 
following critenii arc inct :  
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3 

$3 

The user is an adjudicator or consumer advocate 

The claim's most recent status is an Adjudication or Receivable categor). 

Procedures 

To review an adjudication queue 

I 

2.  

From the lefl navigation menu, select the Manage Claims option. 

Under the Mange Claims menu, click M y  adjudication queue. The claims 
assigned to the adjudicator are displayed. 

Click the Article Number to navigate to the claim. 

To rctricve a c h i n .  select a sesvice type (optional). 

Sclcct llic Go t n ~ ~ t o n  to retrieve the next claim or appeal, whichevcr i s  desired 

4 

5 

.9*' I f  no service category is selected, the oldest claim in adjudication is 
selected b a s e d  on the date of mailing. 

Adjudicate Claim: Your Assigned Claims 

I)islilayinq 1 0 1  1 S e a i c l i  flz.;ults m - 1 -  , I , ,  : .  mm-m 
!. ' - t  l l , d , ~ '  ' ' ~  EIERGKAMF, DEldNlS VIERA, PATRICK Flrs l  Appeal 02fi7r2005 80 00 nfa 

i a q v  1 

S e l e c t  service type t o  retrieve (optional) 
Y 

n x r  Retneve nexf appeal cn ~ 

Retneve next claim Gn 
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Adjudicators and consumer advocates have the ability to access claims that have 
either been assigned specifically to them or are next in the queue to be 
adjudicated. Once they access and review the claim, the adjudicator or consumer 
adimcatc will determine whether to pay, deny, or close the claim. 

,&. , 
Objectives 
'This scctiot i  provides i n f o m ~ o t i o n  about the topic below: 

+ l h l \ \  { l l  1J3v ;I ('Inill1 * Discussion: How to Pay a Claim 

J When to Use - The Adjudication Process 
('C'KS periiirtns :in:il~ \ I <  O I I  ~~1.1 t i i i s  each night. If the system determines that 
: iddit~i i i i~i l  A X '  ~ ~ ~ I I ~ I C : I ! ~ I  a t i d !  51s i s  required, it will place a status in the claim's 
\t:iti i> tiistiiry \\ i t l i  :I t i i t c  (11 ;~dlliiltcation review. 

V'heii ;in ncljtidic:itiir \clcct, :I clniin from the pending queue. it is assigiied to that 
person ~ i i i t i l  the cI;i~tii I >  p:ttd. dcilted, or closed. The claim is also placed in that 
adjudic;ttor's work qiici ic \I) 11i;ii if follow-up is required the claim can be 
retrieved e;izilv. 
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Some examples of when CCRS queues a claim to an adjudicator include: 

t A decision to pay a claim, which is over the limit for the system to pay 

t Registered claims that are eligible for payment 

t Claims that are appealed by customers (Second appeals are queued to a 
Consumer Advocate) 

A claim is found to he associated with an inspection service investigative t 
Case 

t A claim Service Type is Document Reconstruction 

t Non-mailable merchandise was found associated with a claim 

t A claim is  eligible lor  a receivable request 

a Definitions 

I<emc.mhcr lhc poiill\ twliiu n l i c i i  paying a claim: 

t First rcvicn t l i c  ('1:iii i i details. taking note of the  current claini status and 
ntlicr supplcmci i t~ i l  iiilorn1;11ioii. 

Thc sy\ ic i i i  nil1 uiil! :iIkiu you IO adjudicate a claim if the clann is 
c imp le tc  \viilil,iit aii! ilc.liciencies. To determine a claims deficiencies 
you can SCICCI view claim deficiencies in the "1 would like to:" section. 

The s y s t m i  i i i i i y  inakc i i  paymcnt recommendation amount. This may 
assist yo11 h! o l l e r i n ~  ;in initial analysis. 

t 

t 

4x 
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b Procedures 

3 TO pay a claim 

6. From the left navigation menu, click Manage Claims, then click My 
adjudication queue. 

7 .  The claims assigned to the adjudicator logged on to the will be displayed. On 
thc 'Adjudicate Claims: Your assigned claims' page select the Mailing Receipt 
nomhcr of the claim you want to adjudicate or click Retrieve Next Claim to 
retrieie the next claim in the queue. The Claim Details for the selected claim are 
il1spla)cd 

x In the "I \vould likr to:" selection box. choose Adjudicate Claim. The 
:\dludic;ition. P : ~ ~ ! I ) ~ ~ ~ ~  u indow opens. Sections displaying claim information 
:ilcing i\ ith o thcr  supporting data are displayed 

(1 In tlic I k i s i i i n  scction. click Pny to pay the claim 

r Payment Decision 

. Mailer: AIDAN SALTER 
W03 WATER FOWL D R  c AKLINGTON VA 22093 

Addressee PAYMENT HANDLED 
BY FOREIGN POSTAL 
4ClfvIIldISTR4TIOl'd 

lnuemnilt $ 1 1  I m J  

Fostage 4 l' t'll 
Deny 

- C / a  

j Comments 

I O .  

I1 Click Pre\ic\r I)ecision. 

Enter the indrrrmity :imoi~nt, postage amount and any  necessary comments. 
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lnternational Claim Payment Only 

The US/Foreign Liability page will be shown 

US/Foreign Liability Case I E729053443US (2855) 

Select tlic liability iype and the reasons for liability that apply to this claim. 
. .- 

I 2  \ 'nu wil l  h C  prc:;cii~ed u i t l i  page to 3 summary of yoiir claim paymcnt 
i i i l ~ ~ r i ~ i . ~ t ~ ~ ~ n  Sc lcc t  cs. submit decision. 

I .; Ytru wil l  hi. askcd 1 1  y o u  u o u l d  like to send correspondence. Select Yes, send 
corrcsponclcncc 

I 4  

I 5  

I6 

I11c : \ d ~ i i ~ I i c : i ~ i ~ i i i  h i i d  ('orrrspnndence window opens 

Sclcct t l ic  rccipicnt  ( i l i l i c  corrcspondencc 

Select tIic Icriipl;itc 11iat yuu want IO use for your correspondence. For 
cxnmplc. i f  yoii are paying n c l ~ n .  select the Claim Paid template. Ilefault text is 
:Iddcd tu  the i n c v a ~ c  

17 

I X 

1'1 Click Submil Ihi\ I e l l e r  

i\dd any  ; t d d ~ t i ~ i i ~ a I  1 ~ x 1  I O  the pcrsonalizc message field. 

( ' l i c k  I'rci i c w  ( 'orre\pondencc 
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Practice: How to pay a claim 

/ Your claims that you will pay in this exercise will be entered into the 
system before class. Your instructor will provide you with the PIC 
number of the claim you will pay. 

1 Practice Data I 
Frum the let? navigation menu, click Manage Claims. 

~~ . 

Undcr the Manage Claims oplion, click My 
Adjudicalion Queue. The claims assigned lo the -1 cunently logged in adjudicator appear 

I. Access Ihe Adjudicate 
Claims iunction~ 

2 Choose Select Claim 

~ ~~ 1 - ~ ~  
~~~~~~ ~ ~ 

3 Acccss Ihe claim 10 ! Choose a claim from the list or select rr lncve nexl 

5 1  
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This function pertains to foreign c.laims and international adjudicators. CCRS 
allows users to both view and manage foreign settlements, which are sent to 
foreign postal administrations. Settlements are the result of a claim decision in 
which a foreign administration either receives a setdement request or receives a 
request tor payment on a claim. 

\.&, t 
Objectives 
This section pro\,ides information ahout the topics below: 

t 

+ 
Ilo\*. to v i t w  a se:tlement 

I l m  to initiate a setllciiient rcquest 

e Discussion: When to manage a settlement 
I liere may he times wlieii ii scttlciiicnt to a foreign administration was made in 
emor. The svs te in  allnws users to cilnccl settlement requests prior to formal 
electroiiic deliver-y. There is ;ilso !he capability of creating a new settlement 
rcqucst either in place of :I canceled request to add an additional settlement 
;iiiiounl 

J WhentoUse 
'This cnii he used \ \hen v c r u  i i ccd  t u  see any settlements that have been initiated for 
;I claim. I t  can also he uscd t i )  cancel a settlement, as well as, create a new 
scttlemcnt. 
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Tips and Notes 
Settlements can be  of type receivable or payment. Depending on if the 
decision is to obtain funds or pay funds to a foreign administration. 

3 To view 8 create a settlement 

I. From le11 navigation menu. search for an internatiunal claim. 

1 - Select ttin A r l i c l e  Nurnher to navigate to the Claim Details 

Ilndcr "I would like to:" select manage foreign settlements. The Foreign 
scttici i icnt page wil l \tiow any  previous settlemcnts (Scc example page below) 

Foreign Settlement Case #: 842727567 (2855) 
. ~~ ~ . .. ~~ 

~ 

Add new settlement request L 92 

4 (I1 ii prc\ i o i ih  scl t lc i i icnt  IS ~ I i ~ i w i i )  Under Settlenienl Type, select Receivable 
( 1 9 1  PayableI 10 re\ciil LIC~.IIIS 11I l l ie sctllement. 

5 .  l o  crelite mot l i c t  wttlcincnt click Add new settlement request. The Foreign 
Iicttlcnicnt dct:iiI\ p:iw .ippcars. 
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Foreign Settlement Case #: 842727567 12855) 
~ ~~ ~~ 

~~~ ~ ~~ ~ ~ ~ ~ ~~~~ ~~ ~~ 

.”! __ __--- Forejgn Postal Administration -- 

Settlement Type <>Payment OReceivable 

Payment Type 

Speoai Drawing Rights o 0 0  

0 Primary OFirst Appeal OSecond Appeal 

-~ 

Lntcr thc corrrct entries and click Submit settlement request. .The settlement 
I i i s to r )  will he shou.n 
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'+ Practice: How to create a new settlement request 

Your instructor WIN provide you with the Case or Article number of the 
clam you will be creating a settlement on. 

Steps 

I I<etnc\i. the claim 
-~ ~ 

Practice Dala 

Frum the left navigation menu, click Search Claim. 
Under Search Claim, click Article (or Case) Search. 
Entcr the number provided by your inslnlctor. Click 
l l i e  Article Number lo open the claim. 
From the Claim Details pagc, under"I would like lo." 
iclect Ihe manage foreign settlements. 

- ~~ 
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Authorized Users have the ability to deny a claim when there is insufficient 
evidence to support a claim payment. 

1 

\>*# 

I Objectives 
This section provides information about the topic below: 

+ 
+ 

When Claims Shoukl he Denied 

t l o w  to I h y  a Clniiii 

Discussion: How to Deny a Claim 
I tic ;ih:lit\ t i l  pa! :I ckiini is r c s c n d  for certain authorized users. The users have 
;icccss the nex t  cI;iim i n  [tic queue or  the next claiin that has been assigned lo him 
i i r  l icr  i i r i i l  p:i> or deny th:it c l a i m  

J Whentouse 
~\iitliiiri~cd users may be assigned specific claims or they may simply retrieve the 
next clilini in t he  qoeuc. I t  is then the responsibility ofthe user to access these 
cl ; i i ins iind take lurther iictioti. One possible action is to deny the claim. 
Authurixxl  iisxs ~ 1 1 1  deny :I c l a i m  when there is insufficient evidence lo support 
n c l a i i i i  payment. Sonic. cs:imples include: 

+ 
+ 
t The claim i n w I \ e s  Iriiiid 

A cI:iini whose w i l y  i i ~ i i c l c  \vas non-mailable matter. 

Insullicient e \ ~ i d e n c c  o I ' \ i i l i i t :  supplied by the customer 
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Definitions 
Adjudicator - USPS employee who makes pay and deny decisions on claims. 

Consumer Advocate - A USPS representolive that makes thefinalpay decision for 
claim rhat hove been appealed a second rime. 

Queue -- A listing o/claims that have been assigned to an Adjudicator or Consumer 
Advocate for processing. 

Remember the points helow when you deny a claim: 

t 

t 

Reviefi, aiiv associated iinages with the claim to validate the deny decision. 

('licck the claims st11!us history or the claim details screen to determine the 
current statu of a claitn. 

t Ile\.iew any p r e v t u x  co r re sp~~ndcnce .  

t fkor coniplcte loss clainis. check the delivery infomation. 

3 To deny a claim 

I .  from the ' I  would lihc to' nienu, Select Change this claim's status. Click 
o n  'Take desire(! ; I C I I ~ I I ~ ' ,  (io button. Navigate to the Update Claim Status 
Page. 

2 llnder the Ilpd:ilc ( ' l a i t i i  Status Page. select Adjudication ~ Manual 
Adjudication. I:ntcr il re;ison h r  the manual adjudication. Click the 
Update claim status. Go button. Navigate to the Confirmation page. 

-3. Click Cio to c l a i m  details. ( i o  button. Navigate to the claim details. From 
the 'I  ~ ~ o i i l d  likc to' nicnu. Select Adjudicate this claim. Click the Go 
button. Naviple  to the Adjudicate Claim page. 
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4. Scroll down to the Payment Decision and select Deny. Click the Preview 
Decision, Go button. Navigate to the USiForeign Liability page. 

5. Review liability information. Click the Preview Decision, Go button. 
Navigate to the Decision review page. 

6 .  Click on the Yes, submit decision, Go button. Navigate to the 
Adjudication Confirmation page. 

7 .  Click the No, return to claim details, Go button. Navigate to the Claim 
Details pagc. 

8. Scroll down to the Status Information section and verify that CCRS 
status is denied. 

Practices 
Practice: How to deny a claim 

.@' The claims fhdt  you WIN deny in this exercise will be entered into the 
system before class Your instructor will provide you with the Mailing 
Receipl Number number of the claim you will deny. 

Practice Dara 

Vrum thc 'I would like lo' menu. Select Change this 
claim's status. Click on 'Take desired action', Go 
button Navigate to the lipdate Claim Slatus Page. 

I l ~ d c r  ihc Update Claim Status Page, select 
,\djudiration - hlanurl  Adjudication. Enter a reason 
lor thu manual adjudication. Click h e  Update claim 
status. ( ; o  button Navigate to the Cunfinnation page 

Click tiit  tu claim details, Go button. Navigate to the 
c l i i i i i i  dctaiIs~ From the ' I  would like to'  menu. Sclect 
.Adjudicate this d a i m  Click the Go hutton. Navigak 
t o  thc Adiudicdte Claim page. 

~ . ~~~ ~~ 

~ ~~~ 
~ 

~~ ~ ~~~ ~~~ 

. ~~~~~ ~ 

.~ 
~ ~~ t 

I ('lick thc Preview Decision, Go button. Navigate to I ~~~~~~ ~ ~ 

5 Deny thc claim Scrnll cIou,n to the Payment Decision and selecl Deny 

5 8  
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l,rlpps 
I 6 

Review the claim status 

Praciice Data 

Review liability information. Click the Preview 
Decision, Go button. Navigate to the Decision review 
page. 

Click on the Yes, suhmil decision, Go button. 
Navigate to the Adjudicalion Confirmation page. 

Click the No, return lo claim details, Go button. 
Navigate lo the Claim Details page. 

Scriill down to the Status Information section and 
verify that CCRS status is denied 

Result 

I ]  ~ o u  pi,rIc,rnm the pract ices  cor r rc t iy .  then t he  result  will he similar to the image 
hcluu 

.ff T h ~ s  sfafus IS from fhe Clam Detafls page in the Status Information 
secfron 
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Status Information 
CCRS Denied ASC Adjudication 
Delmry None 1 Online None 

m Additional Information 
+ Clams may be denicd for a varlety of reasons, including the following: 

The matziial being i l la i led was not mailablc. 

Thc claim has previously hecn paid. 

Tlicre was insul.lificicnt o r  no proof of damage, insurance, loss. signature, or 
i.alue. 

I)clivcry of  ( l ie article w a s  conlinned. 

. I  IlC addrcsscc \ \as  p;iilI 

'Thc niiiieri;il w ; i h  Iound a t  t l i c  Mail Rccovcry Center. 
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There may be specific instances in which a claim will need to be closed 
Authorized users have permissions to close claims. 

u 

0 bjedives 
This section provides intonnation about the topics below: 

+ b10.i~ to Close a Claim 

Discussion: How to Close a Claim 
( ) i l ly  :iiilhorized usus  ha\ c the ability to close a claim A claim may be closed 
whcti iI is deterinincd thi i l  no further action should bc taken on a claim. For 
cx~iniple. an ;td.iudicator may determine that a queued c la im,  based on a receivable 
statc. rrujuircs 110 lurthcr x t i o t i .  Or. a customer may wish to retract a claim, in 
\+ l i ich case the c l a t n i  \wuld bc closed. 

4 WhentoUse 
This can be usod when thc c1;1in1 nccds no further action or should be closed as the 
result of mactivitv. 

I f a  closed claim I s  ;tppealed, it  will be re-opened. 

t Closing a clainl wil l  remove it from the adjudication queue 
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rratus Navigates to the Update Claim Status  page^ 

3 To close a claim 

I Search for the record for which you have previously entered. 

2. From the ' I  would like to' menu, select Change this Claim's Status. 
Click on 'Take desired action', Go button. Navigate to the Update Claim 
Status Pagc 

3. Under the Update Claim Status menu, select Close. Add a reason for 
closing the c!aim in the text box. Navigate to the Confirmation Page. 

('lick tht: Go br~ttoii.  Navigate to the Claim details Page 

On the Claiin I k t a i l s  page. Look at the Status Information Section and 
look  at CC'KS Status should now be closed. 

3 

i 

c.) Practice: How to c l x e  a claim 

Your instrucfor WJ//  prowde you wrth the Maikng Receipt Number number 
of the claim you will be closing 

1 Practice nata 
-. ~ 

Sclcct Closcd and enter a reason. Navigates 10 the 
('onlirniation Page. Click the Go button Navigate lo 
the Claim Delails Page. 

.~ 
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section, look at CCRS The status should now be 
closed 

Praciice Daia 

Result 

If you perform the practices correctly. the result will be similar lo the message 
below. 

Status Information 
CCRS Closed 
Deliver). NOTICE LEFT 1 Oiilinp IJone 
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Authorized users have the ability to produce a correspondence file for records that 
require customer correspondence. 

1 

\,*, 

Objectives 
This section provides infonnation about the topics below: 

+ M'hcil to Scnd a Correspondence 

6 I lovv io Send :I Comspondence 

+ C'iiriccling ii Co~~espondence  

* Discussion: How to Send a Correspondence 
~\ul l tor ixd users C:III send :I corrcspoiidence to IJSPS customers. This 
c ~ i n c y w i ~ d c i r c c  c~lrresponds to il spccilic c la im The reason for the 
corresporidcnce will w r y  from requesting additional information from a custornei 
tu inlomiing a custorncr tli i i t  :I claim \\'as paid. 

4 When to Use 
;\uthorix.d iiscrs c:in gencr;irc correspondence for a particular claim in order to 
inform a customer o l th t .  c/; i i in 's status. ].'or example, you may want to inform the 
ciistoiiier that a cl;iim has hccn piid or you inay need to contact a customer to 
inform thein that they nccd to submit additional information to move forward with 
the claim 
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Tips and Notes 
Remember the points below when you send correspondence: 

+ All correspondence relerences the Mailing Receipt Number, recipient name 
and address, date of mailing. and the reason for letter. 

+ Correspondence can be generated for any claim. During the adjudication 
process. a user will be prompted to create comespondence or submit the 
decision without generating correspondence. 

Previous correspondence can be viewed using the View Correspondence link. 
Keep in mind that correspondence may have been generated automatically by 
the overnight processing. 

+ 

3 To send a correspondence 

Il\e h e  Searcl, function to retrieve that claim for which you want to 
qcncrate corrcspondcnce 

From the Siipplemental Iii1onii:ition section on the Claim Details page, 
click Correspondcnrt. l i n k .  Navigates to  the Correspondence History 
I'Vp 

('l~nespoll~lcllcc 1';1gc. 

I 

7 

3 .  ('lick o n  Send a Ne\ \  I.rtler. (;(I button. Navigates 10 the Scnd 

4. Select the ;ippwpri:itc rccipieiit (mailer or addressee). 

i Seleci the teniplatc (11 the letter you would like to send 

0. ( ' l ick o i i  ;ippcncl tlic iii:iilcr o r  ;iddressee information. ( i o  button 

7 ('lick the l'rt*\ ie\i  ('orrrspoadence. Go button. Navigate to  the 
('~llTKS~(ll~dL!llCC [ k l ~ l l l S  ['age. 

Click the Submit this letter, Go button. Navigate to the Correspondence 
llistory Pagc A record of this correspondence is added to the Claim 
('clrrcspondc~rlce I I l S l O r y .  

X 
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! 

9. C'lich Back button. Navigate to the Claim Dctails Page. In the Suppleinrntal  
Infonnation Section. verily that ('orrespondence now reflects the letter that you 
Sell1 

Practices 
Practice: How to create a correspondence 

Practice Data 

From thc mcnu, click Search for Claim. 
Click Customer Search and enter your 
last riame in thc last name field. Click 
the Mailing Reccipt Number link to 
access the Claim Dctails. 

On the Claim Dctails page. scroll down 
t i )  the Supplemental Information section. 
Undcr Supplcmcntal Information, click 
the Conespondence link. Navigates to 
thc Correspondence History Page. 

('lick on Send a New Letter, Go button. 
Nabigatcs t o  thc Send Concspundence 
Ibp 

Sclcct tlic appropmtc reciptcnt (rneilcr o r  
addrcssce). 

Sclcct the template ofthe letter y w  
would ltko t u  scnd. 

(' l ick on appcnd the iiiailcr o r  addrcsscc 
d w n ; i $ w r i .  ( i o  h i i t t on  

( . I tch tlic Preview Correspoiiclence, Go 
hutton Navigatc tu thc Correspondence 
Dctatls f'agc. 
(' l ick the Submit this letter, Go button 
Navlgate to thc Cunespandence His tory  
I'qzc. A record r i i h s  crirrespundence I S  

addcd to thc Clam ('onespondence 
Hislory 
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Result 

If  you perfwm the practices correctly, the result will look similar to the screen 
bclo\v: 

Correspondence History 
~ ~~ 

nisnlsvinu 1 of 1 Search Results 
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* Discussion: How to Cancel a 
Correspondence 
Authorized users can cancel :I correspondence to USPS customers. Users can 
caiicel a correspondence after i t  is generated and before the letter is sent. 

Whentouse 
,\uthoriLed users can c:incel a correspondence for a particular claim in order to if 
there has been n mistake made or the information requested has been received 
hefore the lrtter i s  s m t .  

Tips and Notes 
Kciiicniher the poinI.5 belo\\( \\hen you cancel a correspondence: 

(‘nnctliiig a corrr:pondence wil l  result in a letter not being sent 

% Procedures 

3 To s e n d  a correspondence 

I .  Ilsc the Scnrch I i i nc~ i< , i i  to retneve the previous claim you used for 
crcating co~~cspoiii lr~nce.  

2 .  lroin the Suppleiiici11:il Iiiform;ition section on the Claim Details page. 
click Correspondrncc l i n k .  Navigates l o  the Correspondence llistory 
l’ape. 

l)ctmls Page 

I 1istory I’agc 

3 ,  (‘lick o n  corterpotirlcnce title link. Navigates t o  the Correspondence 

4 .  (‘lick thc  Cancel this letter, Go button. Navigates to the Correspondence 

i (‘lick Back hut t i i i i  h’;ivigate to the Claim Details Page. In the 
Supplc.iiiental In l i~ r i i~a t ion  Section. verify that Correspondence does not 
h:i\,c :I leikr i l t k  
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Practices 
* Practice: How to cancel a correspondence 

Steps 

I Search for Ihe prcvwus : law that y o  
i ~ d  for crcaling corrcspondcnce 

Practice Data 

From the menu, click Search for Claim. 
Click Customer Search and enter your 
last name in the last name field. Click 
the Mailing Receipt Number link lo 
access the Claim Details. 

On the Claim Details page, scroll down 
to the Supplemental Information section. 
Undcr Supplemental Information, click 
the Correspondence l ink Navigates tu 
the Conespondence History Page. 

Click on correspondence title. Navigates 
to the Correspondence Details Page. 

('lick the Cancel this letter, Go button. 
Navigates to thr ('onecpondence History 

Cllck Bark button. Navigate to the Claim 
Details Page. In the Supplemental 
Information Section. verify that 
Correspondence docs not have a letter 
t l l k  

Page. 

* Result 

l l~y(it i  pcrfiirrii the practices correctly. the result will look similar lo the screen 
h C l U U  
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Aiitliorized Users can create a Claim Receivable, in order to retrieve funds that 
were paid on a claim. This may be necessary when a package was delivered 
tollowing payment of a claim. 

The system will queue a claim to an authorized user when PTS indicates that the 
package \\,as delivered after the claim \vas paid. The pay tolerance amount is used 
:IS ;I threshold for queuing to the authorized user. 

.rile aiitliorixxl user can then revieiv the claim and detennine if a claini receivahle 
I S  warranted. 

Objectives 
l 'his sectim provides informatioil about the topics below: 

+ 
+ 

Whcri to Create a Claim I<ecciv;ahlc 

Ilo\v IO Create a Claim Kcceivahlz * Discussion: How to Create a Claim 
Receivable 
1'0 crcilte il claiiii receivable limctloil f rom the Check Number link in the 
Supplemcnt~l Section d t h e  ( ' I : I I I I I  I)c~;a~ls pase. 

Whentouse 
A n  authorized user can create ;I Claim Receivable, in order to retrieve funds that 
were p d  on 3 claim. This may be necessary when a package was delivered 
l?ilio\ving payment o f a  claiin. 
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I 
_I---- --_-, 

Definitions 
Recekahle Tolerance ~ The amounl at which the system will queue a claim to a user i /  
o ddirrry event is determined. 

I<enieinher the point: below when you create a claim receivable: 

+ R e v i w  the claini &tails and check status history to determine the amount 
previously paid. 

1 . l ) ~  t~ i t ; ! l  rcceivable amount shown is the total of checks issued for a claim. 

' l ~ h e  rystcni  will me  the claim status history to track the Oracle Keceivable 
proc.es5. 

' llic l m k  IO creating a receivable is only available i f  a claim has been certified. 

, \I  i h c  cnd o l e a c h  day, CC'KS collects the receivable requests and sends them 
t < i  tlic 0r; iclc Receivable system. 

+ 
+ 

+ 
+ 

3 To create a claim receivable 

I Search for tiif: record for which you want to create a claim receivable 

2 .  ( I n  thc C'1:iiim 1)~tails p:ige. scroll down to the Supplemental Information 
secl ioi i .  

('lick o n  th1: Check Numher link. The link navigates to the Check llistory 
p;ye 

4 .  ('lick on the Check Link.  The link navigates to the Check Details page. 

5 ('lick on the Create  a reccivable for this check, Go button 

.; 
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6 Enter the receivable amount 

7~ Click Create Receivable. The page navigates to the Confinnation page 
and reads 'The receivable has been created.' 

Practice: How to create 3 claim receivable 

.+" You will crsafe a claim receivable for the claim fhaf you adjudicated and 
wccessfully paid in an earlier exercise. Your instructor will provide the 
individual Mai!ing Receipf Number again. 

Pracricc Datu 

I i;c,mh for i i  p:iK c l a i m  tha! 
0 . t ~  bwn ccr1ilicd it, c ider  IC 
Crcaii' i i  ICCUI\ i i l i lc.  

Usc the Search function to locate that claim for whlch 
WII u dl cresle i~ cliiim receivable. 

c, Result 
I f  yorl perli,rrir thc practices correctly. the result will be similar to the screen 
below: 
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The  C'niiiincrcial Check Tracking (CCT) system collects check status infbnnation 
for chccks issued hy the check processing system. These checks may be returned 
hy the cwttiiiner or reported as cashed or stale-dated by the hank. The  CCT system 
prii\ides rhe ('CKS with check status information for checks issued on  a claim. 
CCKS cn;ihlcs speci l ic  user group5 to change the check status o l P a i d  records. 

Objectives 
This section provides infomi;itt~in ;ihoiit the topics below: 

+ \+'hc.ii l o  C'ti;i!igc the Status i ) l ; ! t i  lssucd ('heck 

t l l w v  io C'hange tne Status o I ; i i 1  I w c d  Check 

r?s Discussion: How to Change the Status of an 
Issued Check 
.411t11ori/cd I l sc rs  inay chnngc Ihc w t i i s  o f i i  check depending on  its current state. 
F o r  ex;iiiiplc 

4 ;\ii oiitstandinp check c;m he cxicclcd. 
A check can he voided prior 11) wrtilication. 

t ,\ ,tup p;iynicnt can he reqiintcd o n  an outstanding check 

.# There are two types of stop payments - one in which a check can be 
reissued and another where a check is not reissued. 

t ,\ r w i i ; i i I  nI : i i i  existing chcck can also hc requested 

14 
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4 Whentouse 
Authorized Users can generate the Stop status, generate another check by re- 
inailing the existing check, and cancel a check. Users can generate the Stop Stahis 
i f a  package is recovered and delivered to the USPS customer, and the payment is 
no longer required. I f  fhc check \ u s  not sriccessfully delivered to the payee, the 
address inoy he updated and check re-issued. 

Definitions 
I'a?et. - T h p  penon  to whom the check is written 

Tips and Notes 
Kemenihcr ttic points below \\hen yni  change the status of an issued check: 

+ The ;iulhori/cd i i x I  con iii;ikc i i iult iplc requests to change the status of a 
cl ieck. .The rcqiiestts arc writ to ( 'C ' ' l 'S  i n  the order they were submitted. CCRS 
1% i l l  prcvciit users froin inakiiig t l ic  same request consecutively. 

+ C'('KS users ciiiiiiot c l ix ige thc 5t;ilus 0f.a check to 'issued 

+ Such changes to check st;itiis arc i iot set automatically; that is, status tipdates 
c;in (lnly hc niade tipon i n s t i p t i ( i i i  by the A X  Certification of Payment 
gruup. 

At the end of.the h u s i n c s  day. check requests are sent to CCTS for 
procescing. 

When issuing ii SKIP (re-ni;iil j o r  :I re-mail, the system will resend send the 
p3yce's address to C'C'IS. I t  15  iiiiportant to make sure this address is 
corrccied i n  the cliliiii irctcr t o  Section 5 :  l los ,  to Update an Existing Chiin). 

+ 

+ 
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Strpr 

I Sc;,rch r,,r I h C  C l i l l " l  l o r  
\\hich yinl  %ani 10 changc 
Ihr  cllcck \1 ; i Iw  

2 Opcii the ul ,~ i i i i  

3 To change the status of an issued check 

I. Search for the record for which you want to change the status of an  issued 
check. 

2.  On the Claim Details page. scroll down to the Supplemental Inforii~ation 
scction. 

3 .  Under Supplemental Information, click Check Number link. Navigates to 
the Check History page. 

J Click OII the check number. Navigates to the Check Details page. 

5 .  Click on thc Update Check Status, Go button. Navigate to the Reqclest 
('heck Status update page. 

Select the requested status. ndd ally necessary notes, and click Submit 
check status change. Go hutton. Navigate to the Check History page. 
and the new status is indicated. 

6 

Pruc~tiiv Datu 
t i s ?  tlic Suaich function IO locate that claim for which 
\ w  w ~ l l  cliange tho status ofan issued chcck. Enlcr 
t h u  hlailmg Kcc~ipt Number, as provided by your 
~n\ iniclor~ 

C lick the Mailing Kcceipl Number hyperlink Io open 
Ilic ('laim Details window 
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srcps 

3 Access the Change Slalus 
function. 

4.  Change the status of the 
issued check.. 

5 \‘cr,ly tha t  ihr status uas  
Ilpdatrd. 

Prurrire Daia 

From the Claim Details window, scroll down 10 the 
Supplcmental Information section. Click Check 
Numhrr  link. 

From the Check History page, click on the check 
number listed. 

From the Check Details Pages, Click on lhe Update 
Check Status, Go button. 

Select the requested status, add any necessary notes, 
and click Submit check status chance, Go button. 

Alter clickmg Submil, you are returned to the Chcck 
History pagc. Ensure !hat the status i s  updated to 
Request Cancel. 
- 

Result 

I f  you perform the practices correctly, then the result will be similar to the screen 
he low : 

Check History Case #: 3843234 (2855) 
~~ ~~ ~ .... ~ ~ ~ .. ~ 

77 



4081 

The M a i l  Recovery Center group has access to all claims in the database. All 
;iuthiirired hlKC personnel shall have the same authority level. This group has the 
ability to update a previously entered claim to indicate the current status of the 
article. 'Through entry in the claim database, members of the MRC group can also 
;idd the article located at the MRC site to the database even if there is not an 
~ X r s l l n g  c l : l l l l l  

I t i l s  \ec t io i i  provides inionxation about the topics below: 

+ \Vlicii ;I llser Will Need to l 3 c r  Package Information 

+ I I , I W  ( 1 1  1:ritcr Package Irihniiation * Discussion: How to Enter Package 
Information 
Sonic pickagcs may i i l t iniatel) be shipped to the Mail Recovery Center. Members 
o l thc  h h i l  Kccovery Crnter gruup are able to use the CCRS lo search for a 
qpecilic package using the piickagc's Mailing Receipt Number. The status of the 
package cini then be updared. 

4 WhentoUse 
hlcnilicr\ of [he MRC gniiip c;iii iisc the Enter Package function lo update a claim 
\ \ i t11 1111: Iiilknviiig inromiatiori. 

+ ;I pack;igc i s  :II rlie MI?(' s i l e  

+ A pickage has beer, dispo\cd 

+ A i i x k a g c  has hem retunid lo the customer 

+ 'Ilie p:ick;ise contniiis non-mailable niiitter 
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f-_l Definitions 
hlail Recovery Center - When packages are lost, carriers will route them to the 
RIHC for processing. 

Rc.iiiemhcr the points below when you enter package information: 

+ The process o f  entering a package not only heips the MRC identify the 
Iociition of the package, it also helps the ASC make the correct payment 
decisions. 

+ \ V h w  cntering a hlailing Rcceipt Number. the system will infoim the MRC 
user if'tlicre i s  n claim o n  t i l e  i n  CCRS. 

3 To enter package information 

I I;roin the left iiavig:iti~in iiicnii. click Search for MRC Article link 
Navigate 10 the I'ackage PI(' Search page. 

2 .  I:nter tlir hlailing Kcccipt Nunihcr for the package that you want to  
iipdate. 

3 .  (:'lick the Search for P I C ' .  ( A i  hutton. Navigate to the Package 
Ikscription page. 

4. i jptlate rhc [)arc. ' i ' i i i ic, h lK( '  Zip Code, Disposal Status, and or Contains 
~ i o ~ ~ - ~ n a i I a h l e  iniiltcr l i c ld~ .  :is ~icccss;~ry. 

5 .  Click  Submit. Y o u  u 111 rcccive ;I message indicating that the package 
hiis hcen successt i i l l \  ~~ih i r i i t t ed .  
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:xcccss thc Enter Package 
liinction 

S c x h  l o r  the p:rckap you 
il ant to up.l3rc 

* Practice: How to enter package information 

-@ Your instructor will provide you with the Mailing Receipt Number you will 

Practice Data 

From the lelt navigation mrnu, click Search for hlRC 
Article l ink Navigate to the Package PIC Scarch page. 

Enter the Mailing Receipt Number for the packagc you 
want lo update. as provided by your mstructur. Click 
Search fiir PIC. GO button. Navigate to the Package 

* Result 
l ! \ t n i  pcrtorni the practices correctly. then the result will be similar to the screen 
hcIo\\: 

i 
UNITEDSTATES Cudomer Inquiry and Clams Rerponre System (CICRS) 
POSTAL SERVICE. .- 

x 0 
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USI'S eniployees in the Inspection Services group can enter new investigative 
cases into the CCRS system. Cases are created to represent logical groupings of 
hlniliiig I<cccipt Numbers for which the Inspection Service has an interest. 

1 ,** 
1 Objectives 

1111s \C'CIIOII provides information ahout the topics below: 

I l ( i r \  ('re:i!e n New ('ase I'ilc. 

When t c i  C'rcnte n New Case I.'ile 

* Discussion: How to Create a New Case File 
hlcnihcr.; ol the Inspcctioii Scr\,ices proup can enter new investigative cases into 
('IC'KS hy using the  In.;pectioii Scniccs lunction. 

4 Whentouse 
l'ostd iiispeciors may wish I O  i i i ~ i n i i ~ i r  chims or claim patterns that appear to be 
w ~ p i c i ~ i w  or frau~lulent. 111 111csc cases. members of the Inspection Services 
group inn) ciitcr iiivestigntivc cases. These cases will reference specific Mailing 
Kcccipt Nuinhers. C'C'KS monitors these cases and will mite claims t o  311 

~ i ~ ~ t t i ~ i r i / c ~ I  u\er th;it Ii;~\.c hl;~iIing Receipt Numbers matching an investigative 
case This process : l l l o w ~  tllc :iuthorized user to carefully review any claims and 
oi'fer :in ~~pponiini ty  to discuss !he claim with an Inspector. 

X I  
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- .-.-- _.-..-- I-..-, 

Definitions 

Investigative Case ~ A re/erenc.e to an Inspection Service case, opened to investigate 
w,hdher/ruud has been commitfed. 

Inspection Semire -Known as fhe O/jre o / fhe  Inspector General, responsiblefor 
itwestiguting mail/raud. 

Case Number - .A  rcqerence number fhc inspector uses lo manage a/raud issue. 

Division - The O/jce oflnspector General is divided into regional areas fhut are called 
divicions. 

Kernemher the points below when you create a new case file: 

t fkfori: enter an in;,estigative case, Inspectors should first search ClCKS fot 
thc prt.seiice of  on existing claim. 

Inspectors can search for c1;iiins to support 3 fraud investigation. 

Inspectcirs can update :LII esisting case file, adding arid removing Mailing 
Receipt Number 

t 

3 To create a new case file 

I .  1;ruiii the lcft n;ivigiition niciiii. click Manage Inspection Cases. 

2. l'roni thc options under hlanagc Inspection Cases, click Enter New Case. 
N;ivigatcs to the Invcst ipt~ve Casc Details page. 

.3. I3iter [he Case ID. C';tsc Datc, Division Number, ('ase DefaIls, and 
Inspector Phone Nunihcr. 

4. ( 'lick Suhmi! The new case is added to  the system. 
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+ Practice: How to create a new case file 

1 Steps 

I- 

+ Result 

Practice Data 

From the lei1 navigation menu, click Manage 
Inspection Cases. Under Manage Inspection Cases, 
click Enter New Case. Navigates io the Investigative 
Details Paee. 

Enter the following information: 
For Case ID. enler your CaseXX (where XX i s  your 

- For Care Ihte. enter today's date 

For Division. enter your user ID. 

* lor Case Ileialls, rnier Test lnvcsligate Case 

For Insperfur Phone, enter your phone number 

uscr ID). 

Click Submit. Thc ncw investigate case I S  cnlered into 
the system and you receive a conftrnialion message. 

I l y u u  p e r l o m i  the pr:icttccs corrccrly. thctr thc result will be s i tn i l a r  to the screen 
heIi,\i': 

R3 
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()11ce 311 investigative case tile exists in CCRS, members of the Inspection 
Senices grrbup can updace the file. 

/ \ lw IIOIC i ha t  other authorized users have the ability to review investigative cases. 

. I  -+ 
Objectives 
' I  h i \  SCCIIOII provides inrumlation about the topics below: 

+ \\'IICII to I Ipdnte a Case File 

* I l l n v  t o  I lpdate a Cast: Fi le 

I~IM t o  ;\dd a Product Identlfication Code 

I i i n ~  to Ilciiiove a Product Identification Code 

l l o w  t o  Ice\ icw Existing Investigative C'ases (Adjudicators and Payment 
( ' C I ~ I  i l icn) 

+ 
+ 
+ 

e Discussion: How to Update a Case File 
hlcltlhcrs 01 the Inspcction Scrviccs group ciin use lhe llpdate Case hinction to 
edit thc i l c ta i ls  of a n  existing investigative case file. 

4 Whentouse 
'The Inspecttiiri Services grriup may need to update existing case files when 
additiirnal h1:iiIing Receipt Numbers need to be added or removed. 

K4 
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Definitions 
Investigative Case - A re/erence f o  an Inspection Service case, opened lo ineesligafe 
whefherfraud has been commitfed. 

Inspection Service ~ Knon,n as fhe Office o / fhe  Inspector General, responsiblefor 
i,i ws/igating mail fraud. 

(ase Number ~ ,4 re/erence number fhe inspector uses to manage a fraud is.sue. 

I)i\ision ~ The O/jice o/ln.vperfor General is divided into regional areas flmf are called 
divi.siart.s. 

Rcmemhcr the points below when you update a case file: 

+ Notc that inembci~s of tlie Inspections Services group can also add n e w  
blailing Receipt Nurr.bers and reinow selected Mailing Receipt Numhers  
froin the I 'pdate Case functwn 

3 To update a case file 

I .  

2 

f r o m  the lelt navigatioir nieiiu, click Manage Inspection Cases 

f r o m  the options under h1;iii:ise Inspection Cases click Search Case/flC. 
N;ivig;itcs to the St.:ircll piige. 

j I..iiter tlie Case NilnIlx~r o r  t l ic I'rt)duct Identification Code 

4 ( ' l ick Search. Nayigiltcs t t i  h e  Investigate Case Details page 

. .  F 1 ipdatc the necessary in l i i r i i iat i t in 

(1. ( ' l i ck  Submit. l ' c i i i  rcccive a confirmation message that the invcstigative 
c:i!,e \vi15 updatcd 



4 0 9 0  

Discussion: How to Add/Review a Mailing 
Receipt Number 
5leinbers of the Inspection S e n i c e  group can add Mailing Receipt Numbers to 
itivestigative cases regardless ofwhether a claim has been filed for the Mailing 
I<ecupt Numher. Durins the automated pay decision process, the Mailing Receipt 
Numbers that  h a w  been a d d 4  to an investigative case are sent to Adjudication. 

d WhentoUse 
, \ t ld i t  iicw hiailing Rcccipt Numher to an investigative case if you want a n  
:iuthiri/ed uscr to rtview the citse hcfore i t  IS paid. Note that a Mailing Receipt 
Niiinhcr c m  lit: entered even 11a claim has not been filed for i t .  In some cases, an 
iiispcctor i i r q  realize a pattern o t  fr:iud (e.g., :i customer has submitted frequent 
i l ; i i i i i \ ~  I n  t h i s  case, an inspector inay want to enter a Mailing Receipt Number 
~ ' v c i i  hclbrc. ;I claim is submitted 11;i claim is submitted for this Mailing Receipt 
Niii i ihcr,  ( l i e  inspector is iii;idc a\wre c,fit and can proceed accordingly. 

I<c i i ic i i iher  the points bclou \\.Iicn you add a Mailing Receipt Number: 

+ N o t c  that it Mailing Ikceipt Nut1lhc.r can be added to an investigative case 
c \ c i i  i13 claim has not yet been l i lcd for i t .  

+ :\ hiailing Receipt Numher can he assigned to only one investigative case. 

+ Yoi i  must enter both thc h1;iiling Receipt Number and originating zip code to 
add :I hl;tiling Receipt Numher 

x7  
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9 To add a Mailing Receipt ~ ~ m ~ b e r  

I .  

2 .  

Frum the l e f t  navigation i n c n n  click Manage lnspection Cases 

From the options under Manage Inspection Cases, click Search CaseiPIC. 
Navigates to the Search p q e .  

Depending on how you will scnrch for the case, enter either the case id or the 
Mailing Receipt Nomber. 

Click Search Navigates to thc lnvrstlgative Case Details page 

( ' l i c k  Add Ncrv PIC. Navigatcs to thc lnvcstigative Cases page 

I:-itcr the hlailing Receipt Number and the originating zip code 

Cllick ,\dd PIC to  case l i s t  The Maillng Receipt Number is added to the 
investigative cas: 

3 

4 

5 

6 

7 

Practices 
Practice: How to add a Mailing Receipt Number 

,# For (his exercise, you will add a Mailing Receipt Number fo fhe case you 
creafed in a previous exercise. 

1 steps I Practice Data I 
tnwi  111~. let1 navigation menu, click Manage 
Inspection Cares Under Manage Inspection Cases 
click Sc;irch CasdPIC. Navigates to thc lnvestigalivc 
(';*w I.ntcr Search Criteria page. 
t..iltcr rhc ~ a c c  number you entered (CascXX, where 
S S  15 >our  user Ill) in tlic Case Number field. Click 
Search. Navigates tu  the Investigative CdSe Details 
p i p  f i r  the C ~ I C  y o u  wan1 to update. 

( l ick  Add PIC. Navigate to the Investigative Case 
l1fl:IIIs Page. 

XR 
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4 .  Enter the nrw Mailing 
Receipt Numher. 

I steps I Practice Data I 
Enter the new Mailing Receipt Number and the 
originating zip code. Click Add PIC 10 case list, Go 
button. The Mailing Receipt Number is added lo the 
investlealive case. 
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* Result 

I f  you perform the practices correctly. then the result w l l  be srrnilar to the screen 
belo\\. 

', 
Curfomer Inquiry and Claim$ Response Wdem (CICRS); UNITED STATES a POSTAL SERVICE- ,~..- 

IVSPECIOR FCRI,lL-I,>' 1 

b \earCl, lo r  CIJl i r l  Investigative Case Details 

' Case !C 72506 
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Discussion: How to Remove a Mailing 
Receipt Number 
nleinhers of the Inspec!ion Services group can remove existing Mailing Receipt 
Numbers from investigative cases if they no longer require the attention of 
authorized users. 

4 Whentouse 
hlcnibers o f  the Inspection Senices  group should remove Mailing Receipt 
Numbers from iii\wtigative cases if they are found to no longer require the 
iittcntion o t n n  anithori~xd user. 

Tips and Notes 
I<ei~ienihcr the points below when yoti remove a Mailing Receipt Number: 

+ I<ciiio\ing ;I Llailing Receipt  Nuniher  u 111 prevent CCKS from routing any  
ICIRIC~ c l ~ i i t i ~  to ;In ;luchori/cd u w r .  

% Procedures 

3 To remove a Mailing Receipt Number 

1 .  I ~ ~ r o n i  tlic leli n;i\ig;~ii~iii nicnu. click hlanage Inspection Cases. 

2 IFroii i  tlic <ip11on5 under  b1;ii i~i~c Inspection Cases, click Search CaselPIC. 
N ; i \ i g i w  I o  tlic Sr.;rrcli ~"igc.  

Entcr the c3se id or tlic hl;iiling Receipt Number that you want to update. 

("l ick Search. Niiv i~ i i tc ,  to tlic Investigative Case Details page 

Activate the chcckbo\ liir the blxililig Keccipt Number you want to 
rcinove Irom the c i ix  

~X 

1. 

5 
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SlCp" 

I . \ C C C \ i  tlte In\pKIIIIII 
Scn tcus lunct ion 

2 S r : r i l l  l o r  llic tasc lo r  
,rh,L,l ~ ~ , ~ ,  ,,~~,,1 I(' T~ ,,," Lc  

. \Li~l~ng K 8 x c \ p t  Numbrr. 

i < ~ l ~ . ~ i  thc hl,*!lmg Wcccipi 
Niitnhcr V I ~ U  u:ml to 
rc,n,,,c 

l<L.,,,<,, P I l l C  \l~,,llll&, 

b (:lick Remove Selected PICr. The selected Mailing Receipt Numher is removed 
from the case. 

Pracricr Dutu 

Froin the Irn navigalioti menu. click Manage 
Inspection Cases. From the options undrr Manage 
lnspcction Cases, click Search CaseiPlC. Navigates to 
the Search page 

Enlcr ihc case nurnbcr you enlcrcd (yuur user IO) in 
thc Case ID licld. Click Search. Navigates lo the 
Invegigatwc Case Drtails Page. 

Ac1ib;rtc the chcykbox Sor the Mailtng Receipt Number 
you \*ani to lclniive 

Click Hernore Sclerfed P I C ' S .  The Mailing Receipt 
Nur,ihcr I S  rcn1,ncd irom the invastigal lvc cdSr 

r( Result 

II ~ O L I  pcili>rixi ihu prac t ices  correct ly .  the result  will be similar 10 the screen 
he lo \ \ :  
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'The ('crtiiicntion of Payments function is available to members of the payment 
certificrs ,group. The process allows the certifier sufficient access to claims so that 
:I c la im  can he v iewul  f a  accuracy and  then certified or voided before the 
('c.rtilica~iiin 01 Payirent is created. 

\+ 
Objectives 
'This section provides infumiatiirn ;ihout the topics below: 

C'trnsidcrations when Cenilying Payments 

+ 1 1 0 ~  lo ( 'c r t i ly  Payment * Discussion: How to Certify Payments 
C'crtilicr!, cx i  use this f i i n c ~ i i i n  to generate :ind view a list of paid and canceled 
c l : ~ i i i i s  This liinction c;m also he tiscd to ccrti ly or void claims. 

4 Whentouse 
('crtlliert should use this l i i n c t i ~ i n  I O  review spccitic information related to a 
c1;iim. ;id then u s e  thc i1ili~riii;11ioii to void or certify the claim. A certification 
l i s t  1'. hn\i i rded to APARS indic:~ting that checks for the certified claims may he 
I N I c d  
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- 
_I-_-- -.,..-, a Definitions 

Certify - The process by which a pnymrnf certifier rrviewspaid claims nnd alerts 
AP.4RS /hut the checks f o r  rhe claims mny be issued. 

Reinember the points below when you certify payments: 

4 The repnrt shows paid claims that have a check issued by APARS but not yet 
sent to the customei. 

l f a  certifier determines that a check should be voided, a void record is sent for 
that claini in ;in overnight data feed. 

Oncc h e  payinelits have hren certified for the day claims, which have not 
heen voided, wil l  have their status set to Certified. This can be seen in the 
cl;iiin status hisfory. 

llse the links in the certilication summary to view claim details for a particular 
record 

C'lick Certify these fayrncnts 10 certify the records delineated in the 
sunima~y.  ~lievehy indicating to AI'AKS that the accornpanying checks may he 
issued. 

4 

4 

4 

3 To certify claims from the Certification Summary 

I Fnmi the left n a v i g a l i ~ i ~ i  rncnii. click CertifylCancel Payments 

2 .  Under C'rrtilyK'ancel 1';iyments. click Certification History. Navigates to 
thc ('crtilication Ilis~ory p g e .  

3 .  Select the dale range to 1 icw the certification summary. Click on the ( io  
hutton. 

C'lick on a Check Date link to reYiew certification summary. Navigates to 
the C'erti1ic:ition Summary page. 

4 
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5 .  Click on  the Check status l i n k  to review check list. Navigates to the Check 
List page. 

6. Click Back to return to the Certification Summary 

7.  Click Certify these Payments to certify the claims listed in the 
Cenification Summary. Navigates to the Certification History Page. Verify 
that the Related Claims Certified field now reads 'yes'. 

* Practice: How to certify payments 

# tClairns that are ready to be certified will be preloaded in the database 
prior to class. 

Practice Data 

From the Icn navigation menu, click Certify/Cancel 
Payments. Under CertifylCancrl Payments, click 
Certification tlislory Navigates to the certification 

Click on Ihc Go hutton Click on a Check Date link to 
T C I I U ~  ccrtilicalion summary Navigates to the 
('errilicatmn Stimmaty p a g .  

Click on  the ('hcok \tittiis link to re \ i rw chrrk list. 

(Your instructor will pcrlUmt this step. as only one set 
o lc la ims WI the database IS ready to he crrtified.) Click 
Certify these Payments to cendy thc claims l isted i n  
the ('eniiicatiorr Summary. Navigates to h e  
Cenification History Page. Verify thdl the Relaled 
(.I:tiins Ccnificd field now rends 'VCF' .  

o 5 
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Result 

If  you perform the practices correctly, the result will be similar to the screen 
hclow: 

96 
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! 

. . . .  

. .  .. , 

. .  

Authorircd llsers can add notes to a claim. Adding notes can provide a log of 
informatiuii regarding to a specific claim. 

Objectives 
.This seciion provides information about the topics below: 

+ 1 1 ~  t o  j\dd Notrs to a Claim * Discussion: How to Add Notes to a Claim 
:\utIi(iri/cd users have the ability i o  add ntites to a claim. 'This will help the 
; i ~ i t t i ~ r i / ~ d  i i i c r s  111 iii;ihing decisions in r ep rds  to paying. denying, or closing a 
cIaII11. 

4 Whentouse 
When n i l c c i ~ i ~ i n  can not he m;de o r  ihc cliiiiii (iriginator decides to cal l  and 
inquire ahout the claim, an ; i ~ i ~ l i o r i ~ c d  user ca~i  make notes to the claim. Adding 
iiotcs to ;I c1;111ii can be donc during and proccss of the claims cycle. 

Kctriemhcr ilic points helo\\ \I tien y i i  ;idd a note to a claim: 

+ ,\dd111~ ;I note t o  il c1:iiiii c;in he done nt :my point ofthe claims life cycle. 
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3 To add notes to a claim 

I .  \Jse the Search function to retrieve the previous claim you used for 
creating correspondence. 

2.  I ; roin tlie claim details page. scroll down to the Supplemental 
Information section. Click Recent Note link. Navigate to the Claim Note 
I l ls tory page. 

j. ('lick on the Add new note. Go button. Navigate to the Add nute page 

4. 1.riti.r infonilation into the text  area. For Spell Check. click on the Check 
note spelling, Go button. 

'To add note, click the Attach Note to claim, Go button. Navigate to thc 
Claim Note Hixtory Page. Verify that new note is added. 

( ' l ick the Hack hutton. N:ivig;ttc t { i  the Claim Details page 

i 

I )  , 

* Practice: How to review invalid claims 

.x Your Nlstructor will provide you wr/h the Mailing Receipt Number of the 
invalid claim you wI// review. 

98 
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Practice Data 
From the claim details page, scroll down to the 
Supplemental lnformation section. Click Recent 
Note link Navigate to the Claim Note History page 

C'llck on the Add new note, Go hutton. Navigate to the 
Add no10 page 

kntcr infomiation into the text area. For Spcll Check, 
click on thc Check note spelling, Go hutton. 

'lo add notc. click the Attach Note to claim, Go 
button Na, igate to the Claim Note History Page. 
Vehfy that ncw note is added. 

C l d  tha Back button Navigate IO the Claim Details 
pagc \'enfy that a note has been added. 

Result 
11>m pi:rtciril, the practices con-ccrly, the result will be  similar to the screen 
h C l W \ .  
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Appendix A: Claim Status Descriptions 
Paid Status 

Description 
. .. 

A user or the CCRS system has indicated the claim i s  to paid. 
lio\ve\er, a check request has not yet been sent lo APARS. This i s  
s ten onc of the nilvment Drocess. 

A mer or the CCRS system has indicated the claim is to paid. A 
rcqiicst has been sent to APARS for creating a check. This is step 2 of 
the payment process. 

AI'ARS ha5 issued a chcck lor the claim and i t  is awailing payment 
certilicatiun. .This is step 3 of the payment process. 

Tlir payment has passed the Ccrtilication Process. This i s  the final 
strp oI the payment process. 

A U S C ~  has Indicated the claim IS to paid on l i rs t  appeal. Hvwevcr. a 
check requc5r has nor ycl been scrit 1 0  APARS. 

A u r r  has indicalcd the c la im  i s  Io paid on secund appeal. However. :I 
clicik reqiiesi has not yet been s m l  10 APARS. 

A field SI IC h:s paid a claim locally Nolc: no additional paytncnt 
pmcc\>mg uill h k c  placc. 

~- ~ _ _ ~  ~~~~~~ 

-~ ~~ 

~- ~~ ~~ 

~ ~~ ~- ~~~~ 

- ~~ ~- ~ 

~ _ _  ~~ ~~~~~~~ ~~ 
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4djudication - Pay .Tolerance Excecdcd 

-~ ~~~~~~~ 

Descrip f inn 

The CCRS could not find a needed delivery zip code for a claim In 
.~ 

order to make the payideny decision 
-~ _ _ _ _ _ _ _ ~ - ~  -~ 

The CCRS has determined the claim can he paid. Houeicr. the 
lolerance level to pay the claim without user intewenlion has hecn 
excred. 

The CCRS has found that there is a claim that requires review by an 

The CCRS has found that a paid complete loss daiiii has hcen 
dclivcred. I h e  amount paid for the claim has exceeded the pay 
tolerance. 

The COD article wa5 found delivered hy DCG. However, the 
addressee LIP code did not match the dclivery zip code. 

The CCRS has determined that the claim cannot be processed due lo a 
prohlein Kith system data. Review the claim and c(1mec1 using thc 
System Adininistratiun Functions 

I h n g  the Paymanl Ccrtificalion Process a Chcck was voided. The 
c l a m  uill be scnt to adjudication for processing again. 

Thc LK'G tivcnl Code indicates the article is  at the hlRC However. 
the delivery 7.lP Code is  no1 equal to the MRC LIP Code. 

The c l a m  has been placed in an appeal slate. 

l h r  claim ha \  k e n  placed in an appeal stale 

~ 

~~~ - ~ ~ ~~~~ 

- . ~~ ~~~ 

~~ . ~ _ . ~ _ _ _ _ _ _ _ _ _ ~ . . _ ~ ~  - ~~~ 

~~- ~~~ ~ ~~~~ ~ ~- ~ ~~~ 

~~~ ~~~ ~- ~~~ ~ ~- ~~ ~~ ~ 

I he Lldm ha\ hccn denied on the appeal 
~~ 

I h c  claini  has heen denied the package was disposed of by the MKC. 

The c la im  has hecn denied. The article was found at lhe MRC and 
-~ ~ . ~~ ~ ~~ ~~ ~~~~~~ ~ 

.Ihr claim uii\ denied since i t  was indicated in the "Dam;ipe Rcason" 
portion d h e  claim t h a ~  the USPS did not cause the damage 

dcl lvc ly  

~ ~~ ~~~~ ~~ 

.Ihc ri,niplclr h s s  claim \viis denied since DC(i pruvidcd p r o o l o f  

. . ~~~~ ~~~~~~~ ~~ ~~~~ ~ ~~~ ~ 

I hc claim i i a s  denied since the lime between the date of  mailing and 
the LI:iirn accepled dale was loiiger lhan allowed for the Scrvicc 'Type. 

The c l a i m  was dcnied at a l icld site. 

nlc packagc was found at the MRC so the claini was dcnied. 

('orrc\pondcncc wiis sent lor a deficient item in !he c l a i m  H w  

~ . ~~~~ 

~ ~ - ~~ ~ ~~~ -~ ~ ~~ 

~~ ~~~ 
~~ . ~ ~ 

~ ~~~~ ~~ ~~ ~~~ 
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1 
Ihr business name of the claim contained lex1 that indicated a Postal 

An Adjudicalor chose to deny the claim. 

I 1 D m c d  - Allernpi to pay USPS Site 

~ ~~~~~ --- ~--ip- 

1 hc claim was denied since the only article i n  the claim was purchased 
a h  the mailing date J p.~_~ ~. 

Other Status 
~____ ~~~ 

Description 
~ 

Jhc claim ha\ passed the validation and is either wartlng to he 
procc\ced hy ('CRS o r  IS wzailing on a rcsponsc from the customer for 
i lulicicnt I t m s  

1 1 ~  c l a m i  has becn suhmitted lo CCRS using the ln t r rnet .  Howcvrr, 
rhc cusiomor must complrlc Ihc process by visiling the Post office and 
imnplctc the remaining soctinns~ All internet claims are placed in thls 
stiilu ~ n i l ~ l l y  Oncc the claim is updatcd i t  wil l  be placed i n  a pending 
S l i l l c )  

XI c h i m  has hcrn subinitled using lhe Business Mailcr Data Feed ;and 
15 uaiting on the va1id:ilion procrss. 

~. ~ ~_ ~ - 

~ ~ p - ~ . ~ _ ~ _ ~ ~ _ ~  

~ ~ -~ ~ . 

A c h m  has hcen suhmitted using the Business Mailcr Data Feed. 'The 
('(.US atlcmplcd IO validate the claim and found issues. The c131ni 
u 111 a p p c x  111 thc business mailer's l i ival id Clams section of Ihc 
uchsitc 

'I  tic c la i i i i  was closed citticr through inactivity (YOddys) or manually 1 ~~ -~ ~~ 

-~ 

102 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGAT'ORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T40-75. For FY 2005, how many insurance transactions were made? 
a. 
b. 
c. 
d. 
e. 

f .  
g. 
h. 
I 

How many insurance claims were made? 
How many claims were paid in full? 
How many claims were paid in part? 
How many claims were denied? 
How many claims were denied in the St. Louis Accounting Service Center's 
(ASC) first decision? 
How many claims were denied on an appeal to the ASC? 
How many claims were denied on an appeal to the USPS Consumer Advocate? 
How many claims were left unresolved? 
What was the average length of time for the issuance of the ASC's first 
decisions? For all first decisicns. provide the distribution of the number of 
decisions by length of time fo. issuance. Use 2-week time periods for the 
distribution 
What was the average length of time for the issuance of ASC appeal decisions? 
For all ASC appeal decisions, provide the distribution of the number of decisions 
by length of time for issuance Use 2-week time periods for the distribution. 
What was the average leiigth of time for the issuance of USPS Consumer 
Advocate appeal decisions? For all Consumer Advocate decisions, provide the 
distribution of the number of decisions by length of time for issuance. Use 2- 
week time periods for the distribution 
Provide the 15 most numerous reasons for denying insurance claims, in order of 

Provide the 15 most numerous types of complaints. in order of frequency. 

i 

k .  

I .  

m 

R E S P O N S E :  

There were 51.565.327 insurance transactions in FY 2005. 

a. 198.933 claims were filed. 

b-c. There are no statistics distinguishing fully paid claims from partially paid claims 

d 31,169 claims were denied 

e. 

f 

g 

h. 

number of unresolved claims 

1 frequency 

29,886 claims were denied by the ASC. 

1,085 I" appeals were denied by the ASC 

The Consumer Advocate denied 199 2"d appeals 

Due to the manner in which the data are stored it is not possible to identify the 



4107 

RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-T40-75, Page 2 of 3 

i. 

are stored it is not possible to provide the distribution of the number of first decisions by 

length of time for issuance, 

j. 

are stored it is not possible to provide the distribution of the number of appeal decisions 

by length of time for issiuance 

k 

See the response to OCNUSPS-7'40-71(g). Due to the manner in which the data 

See the response to OCNUSPS-T40-7l(g). Due to the manner in which the data 

Da!a are available in monthly rather than two week time periods. Second level 

appeals have an average cycle time of 17  days. 

OCt 13 j 

2J i 

, SeP : 15 1 

Nov 0 

Dec 14 I 
Jan 16 ~ 

Feb 1'1 ~ 

Ma, 19 1 
A v  
May 21 
.AI,> 2'1 ~ 

Aug 18 I 

Avg 1 1 7  ~ 

I Reasons for denying claim: 

Jut 2 3  ~ 

1 Proof of delivery provided 

2. Exceeded maximum filing tolerance 

3.  Locally Adjudicated 

4.  Damage not caused by Post Office 

5. Article purchase dates are after mailing date 

6. Delivery confirmation indicates no insurance for the article 

7. Online insurance fee refunded 
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RESPONSE OF PCSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-T40-75, Page 3 of 3 

8. Article not mailable according to USPS guidelines 

9. Package resides at MRC 

10. First appeal denied 

11. Second appeal denied 

12. Response tolerance exceeded 

13. Denied for delivery delayed 

14 Article not shown to 1 x a l  Post Office 

7 5. No insurance purc1,aced 

m See the Postal Service's response to OCNUSPS-16 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T40-76. For FY 2006 ( Q l ,  02 ,  and Q3), how many insurance transactions 
were made? 
a. 
b. 
c. 
d. 
e. 

f. 
g. 
h. 
I 

How many insurance claims were made? 
How many claims were paid in full? 
How many claims were paid in part? 
How many claims were denied? 
How many claims were denied in the SI. Louis Accounting Service Center‘s 
(ASC) first decision? 
How many claims were denied on an appeal to the ASC? 
How many claims were deriied on an appeal to the USPS Consumer Advocate? 
How many claims were left unresolved? 
What was the average length of time for the issuance of the ASC’s first 
decisions? For all first decisions, provide the distribution of the number of 
decisions by length of time for issuance. Use 2-week time periods for the 
distribution. 
What was the average lenyth of time for the issuance of the ASC appeal 
decisions? For all ASC appeal decisions. provide the distribution of the number 
of decisions by length of time for issuance. Use 2-week time periods for the 
distribulion. 
Whal was the average lenyih of time for the issuance of USPS Consumer 
Advocate appeal decisions? For all Consumer Advocate decisions, provide the 
distribution of the number of decisions by length of time for issuance. Use 2- 
week time periods for the distribution. 
Provide Ihe 15 most numerous reasons for denying insurance claims, in order of 
frequency. 
Provide the 15 most numerous types of complaints, in order of frequency. 

I 

k .  

I 

m 

RESPONSE: 

At this time the data are only available for the first 2 quarters: 

Q1 16,154,000 

Q2 12,361,000 

a 129,249 claims were filed 

b-c. There are no stalistics distinguishing fully paid claims from partially paid claims. 

d. 28.500 claims were denied. 

e. 

f 

g. 

28.416 claims were denied by the ASC 

858 I” appeals were denied by the ASC 

The Consumer Advocate denied 84 second appeals. 
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RESPONSE OF POSTAL SERVJCE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPST40-76. Page 2 of 3 

h. 

number of unresolved claims 

i. 

are stored it is not possible lo provide the distribution of the number of first decisions by 

length of time for issuance 

j .  

are stored it is not possible to provide the distribution of the number of appeal decisions 

by length of time for issuance 

k. 

appeals have an average cycle time of 19.5 days 

Due to the manner in which the data are stored i t  is not possible to identify the 

See the response to OCAIUSPS-T40-71(g). Due to the manner in which the data 

See the response to OCAIUSPS-T40-71(g). Due to the manner in which the data 

Data are available in monthly rather than two week time periods. Second level 

OCI ! 21 

1 Dec 
~ Jan 19 ! 
I Mar 
i Apr 1 
! May I 19 
I 

I. Reasons for denying claim: 

1.  Proof of delivery provided 

2. Exceeded maximum filing tolerance 

3.  Locally Adjudicated 

4. Damage not caused by Post Office 

5. Article purchase dates are after mailing date 

6. Delivery confirmation indicates no insurance for the article 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCPJUSPS-T40-76, Page 3 of 3 

7. Online insurance fee refunded 

8. Article not mailable according to USPS guidelines 

9. Package resides at MRC 

I O .  First appeal denied 

1 1. Second appeal denied 

12. Response tolerance exceeded 

13. Denied for delivery delayed 

14 Article not shown to local Post Office 

15. No insurance purchased 

See the Postal Service's response to OCNUSPS-16 m 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-T40-77 Please provide as a library reference the 500 most recent 
Insurance complaints submitted to the Postal Service. in any format available 

RESPONSE: 

This information is not available. because records of complaints are not identified by 

special sewice 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T40-78. a. 
indemnification in FY2005? (Show al; calculations). 
b. 

What percentage of insurance revenues were paid as 

What percentage of insurance revenues were paid as indemnification in FY2006 
( Q l ,  Q2, and Q3)? (Show all calculations). 

RESPONSE: 

a. In FY 2005, 15.5 percent o i  all insurance revenue was paid out as indemnities 

(total indemnities of $19,079,000 divided by total revenues of $122,878,158). Total 

indemnity payout for a fiscal year does not represent the claims filed in the fiscal year; it 

represents the amount of the claims paid during the fiscal year. Under the 

Commission's established fee design approach, insurance fees are set not just to cover 

indemnity costs but also to cover all other costs associated with the Insurance product, 

such as window and delivery cost:. Given that only 17 percent of all costs are 

associated with the indemnity. a payout rate of 15.5 percent of total revenue shows that 

the Postal Service is not attempting to garnerexcess contribution from the indemnity 

portion of the service, especiallFonsidering that this product had a very low cost 

coverage of 112 percent in FY 2005 

! 

Additionally, as rioted in my testimony this is a labor intensive product: 

I would nole that the insurance product offered by the Postal 
Service is very labor intensive, including both window clerk 
and carrier costs. Most items mailed with insurance are 
presented at the window and require the clerk to interact with 
the customer. The indemnity portion of the costs is often 
less than the costs associated with the clerk or the carrier. 

b In the first 2 quarters of FY 2006, 15.6 percent of all insurance revenue was paid out 

as indemnities (total indemnities of $1 1,086,000 were divided by total revenues of 

$71,065,000). Total indemnity payout for a fiscal year does not represent the claims 

filed in the fiscal year; it represents the amount of the claims paid during the fiscal year. 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-T40-79. Postal Bulletin Issue No. 22127, April 29. 2004, at 36, sets forth 
new rules and procedures for filing and processing Indemnity Claims. They were made 
effective May 1. 2004. 
a. Please provide the total number of complaints about Insurance for the following 

1 -year periods: May 1,2902 - April 30,2003; May 1, 2003 - April 30, 2004; May 
1, 2004 - April 30, 2005; and May 1 ,  2005 -April 30,2006. 

b. For the same time periods as in part a , .  provide the total number of claims filed. 
Note: Information sought in parts a. and b. is for the purpose of seeing whether the May 
1, 2004. procedures improved the processing of Insurance claims. 

RESPONSE: 

a See the Postal Service's response to OCNUSPS-16 

b Claims filed: 

May 1 ,  O;! -April 50. 03 - The claims system was implemented in 

Seplember of 2003, so data for this period are incomplete. 

May 1, 03 - April 30 04 - The claims system was implemented in 

September of 2003. so data for this period are incomplete. 

May 1, 04 ~ April 30. 05 - 205.038 

May 1.05 ~ April 30, 06 - 167.863 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T40-80. What printed information is given to potential purchasers of 
Insurance at retail counters that informs them of the documents they should retain to 
furnish proof of Insurance and proof of value in the event a claim must be filed? 
a. Is this a requirement for every inquiry about the purchase of insurance? 
b. Or is it at the discretion of the clerk? Explain in full. 

RES P 0 N S E : 

If printed information about insurance were requested by a customer, Notice 122, 

Domestic Insurance Cleirns - Customer Quick Reference Guide or Publication 122 

Customer Guide to Filing Domestic lnsurance Claims or Registered Mail inquiries would 

be offered Additionally, the back of the Form 3813-P, which is readily available, 

provides the time limits and procedures for filing a claim 

a-b. If a customer asks how much it will cost to mail a package with insurance, the 

Postal Service does not automatically provide them with a copy of Notice 122 

However, if a customer were to ask for additional information about insurance and a 

clerk were unable lo assist the customer or the customer were to ask for something to 

take away. it is likely that a copy of Notice 122 or Publication 122 would be offered 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-T40-81. What printed information is given to potential purchasers of 
Insurance at retail counters that informs them of the limitations and exclusions of 
Insurance coverage? 
a. 
b. 

RESPONSE: 

If printed information about insurance were requested by a customer, Notice 122. 

Domestic lnsurance Claims - Customer Quick Reference Guide or Publication 122 

Customer Guide to Filing Domestic lnsurance Claims or Registered Mail lnquiries would 

be offered. Additionally, the back of the Form 3813-P. which is readily available, 

provides the time limits and procedures for filing a claim 

a-b. If a customer asks how much it will cost to mail a package with insurance, the 

Postal Service does not automatically provide them with a copy of Notice 122 

However. i f  a customer were to ask for additional information about insurance and a 

clerk were unable to assist the custgmer or the customer were to ask for something to 

take away, it is likely that a copy of Notice 122 or Publication 122 would be offered 

Is this a requirement for every inquiry about the purchase of insurance? 
Or is it at the discretion of the clerk? Explain in full. 

I 
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T40-82. What printed information is given to potential purchasers of 
Insurance at retail counters that informs them of the time limits and procedures for filing 
claims? 
a. 
h. 

RESPONSE: 

If printed information about insurance were requested by a customer, Notice 122, 

Domestic lnsurance Claims - Customer Quick Reference Guide or Publication 122 

Customer Guide to Filing Domestic l iwrance Claims or Registered Mail lnquiries would 

be offered. Additionally. the hack of the Form 3813-P, which is readily available, 

provides the time limits and procedbres for filing a claim 

a-b If a customer asks how much :twill cost to mail a package with insurance, the 

Posfal SEWICE does no! automatically provide them with a copy of Notice 122 

However. if a customer were to ask for additional information about insurance and a 

clerk were unable to assist the custtxner or the customer were to ask for something to 

lake away, it is likely that a copy of Notice 122 or Publication 122 would be offered 

Is this a requirement for every inquiry about the purchase of insurance? 
Or is i t  at the discretion of the clerk? Explain in full. 

1 



4118 

RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T40-83. What printed information is given to potential purchasers of 
Insurance at retail counters that informs them of the average length of time to resolve a 
claim? 
a. 
b. 

RESPONSE: 

No printed information on the average length of time to resolve a claim is provided at 

the retail counter. 

Is this a requirement for every inquiry about the purchase of insurance? 
Or is it at the discretion of the clerk? Explain in full. 



4119 

RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T40-84. What printed information is given to potential purchasers of 
Insurance at retail counters that informs them of the percentage of Insurance claims that 
are paid in full; the percentage of Insurance claims that are paid in part; and the 
percentage of Insurance claims that are denied? 
a. 
b 

RESPONSE: 

No printed information on the percentage of Insurance claims that are paid in full; the 

percentage of Insurance claims that are paid in part; or the percentage of Insurance 

claims that are denied is provided at the retail counter 

Is this a requirement for every inquiry about the purchase of insurance? 
Or is it at the discretion of the clerk? Explain in full. 



4 1 2 0  

RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCNUSPS-85. Please refer to Domestic Mail Manual (DMM) 5609.4.3, 'Nonpayable 
Claims." 
a. 

b 

C 

d 

e 

f 

Under §609.4.3.1 , how can a potential mailer/purchaser of Insurance obtain a 
binding approval or certification from the Postal Service that an item is "properly 
wrapped?" 
Under Fj609.4.3.rn.. how can a potential maildpurchaser of Insurance obtain a 
binding approval or certification from the Postal Service that an item is not too 
fragile to be carried safely in the mail, regardless of packaging? 
Under §609.4.3.p.. how can a potential rnailer/purchaser of Insurance obtain a 
binding approval or certification from the Postal Service that an item has been 
packaged so as to wilhstand "shock. transportation environment, or x-ray" 
without being damaged? 
What prior notice is given to potential purchasers of Insurance that items must be 
sturdy enough. or packaged well ertough. to satisfy the requirements of 
§§609.4.3.1.. m , and p.7 
Do you agree that, without binding approval or certification with respect to 
§§SO9 4.3.1 , rn , and p.. a cnziler will never have a high degree of certainty 
whether an Insurance claim will be paid or not? If you do not agree, then explain 
in full 
Do you agree that. without binding approval or certification with respect to 
5s609.4 3.1.. m , and p., a mailer may be wasting hidher money to insure an item 
for which a clain~i will not be paid at a later time? If you do no1 agree, then 
explain in full 

RESPONSE: 

a-c We do not provide binding approval or certification at the time Insurance is 

purchased 

package quickly to make sure there are no obvious problems with the packaging. If 

needed, the SSA will instruct the customer to repackage the item. 

d I am not aware of any attempt by the Poslal Service lo notify all potential purchasers 

of Insurance that items must be sturdy enough, or packaged well enough, to satisfy the 

requirements of 55609 4 3 I. m. and p. However the DMM is available online and the 

customer could ask a retail clerk about Ihe restrictions regarding insurance. 

e-f. No The Postal Service believes that a customer ready to insure an item has a 

strong interest in making sure that item safely reaches the recipient. Therefore, the 

However, the Sales and Service Associate (SSA) will usually check out the 
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customer would be sure to properly package the item, choose an alternative means 

than the mail to send an item that is so fragile that it could not travel through the 

mailstrearn. and cooperate in filling out the required forms necessary to file a claim, 

should that be necessary As such, I believe that such a customer would have a high 

likelihood of having a claim paid and would not be wasting money by buying insurance. 
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OCNUSPS-T40-86. This interrogatory seeks information on Confirm service revenues. 
Please refer to USPS-LR-L-124, the spreadsheet "REV-USPS-LR-L-124-7-3-06.XLS." 
worksheet tab "W-P 4 Confirm." 
a. Refer to cell G14. which shows "Gold Revenue" of $530,750. Please confirm 

that the revenue figure should be $535,500 ($4,500 Fee * 119 Gold Subscribers). 
If you do not confirm, please explain, show all calculations, and provide citations 
to all sources used. 
Refer to cell G23, which shows "Total Revenue" of $1,159,500. Please confirm 
that the revenue figure should be $1,164,250 ($32,000 Total Silver Fees + 
$535,500 Total Gold Fees + $750 Additional Scan Fees + $450,000 Total 
Platinurn Fees + $146,000 Additional IDS, Quarter). If you do not confirm, please 
explain, show all calculations, and provide citations to all sources used. 
Refer to cell W37. which shows "Total Before Rates Revenue" of $1,018,250. 
Please confirm that the Before Hates revenue figure should be $1,164,250 
($32,000 Total Silver Fees + $535,500 Total Gold Fees + $750 Additional Scan 
Fees + $450,000 Total Platinum Fees + $146,000 Additional IDS, Quarter). If 
you do not confirm, please explain. show all calculations, and provide citations to 
all sources used 

b. 

c. 

RESPONSE: 

a-b Not confirmed. There are two separate sources of data, one for Revenue and 

another for Subscribers. The numbers presented in Ihe billing determinants reflect the 

data that were available. The discrepancy is likely the result of Gold level subscribers 

buying up to the Platinum level during their subscription period 

c. Not confirmed. Please note that the total volume for additional IDS for the before 

i 

rates is zero. As such the $146,000 that you cite does not exist. See response to 

MMA/USPS-T40-2(e) 
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OCA/USPS-T40-87. This interrogatory seeks information on Confirm service volumes. 
Please refer to USPS-LR-L-I 24, the spreadsheet "REV-USPS-LR-L- 124-7-3-06.XLS." 
worksheet tab "W-P 4 Confirm." Refer to the table entitled Special Services, Confirm, 
Fiscal Year 2005. Please provide the number of additional scans 
a. Please provide the number of "Additional Scans (block of 2 million)" provided to 

Silver Subscribers at $500 per additional scan in Fiscal Year 2005. 
b Please provide the number of "Additional Scans (block of 6 million)" provided to 

Gold Subscribers at $750 per additional scan in Fiscal Year 2005. 

RESPONSE: 

a As reflected in cell M I 6  of the wxksheet cited in the lead in to this interrogatory, 

there were 0 additional blocks of scans provided to Silver subscribers. 

b As reflected in cell h119 of the vmrksheet cited in the lead in to this interrogatory, 

there was 1 additional block of scans provided to Gold subscribers 
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OCA/USPS-T40-88. This interrogatory seeks information on Confirm service revenues. 
Please refer to your response to OCNUSPS-T40-43(d), which calculates the average 
price per scan of $0.000061. Please confirm that your calculation of the average price 
per scan of $0.000061 is based on only revenue on blocks of units and does not include 
revenue for fees. If you do not confirm, please explain, show all calculations, and 
provide citations to all sources used. 

RESPONSE: 

Confirmed 
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OCNUSPS-140-89. This interrogatory seeks information on the pricing of Confirm 
service. Please refer to your respmse to OCNUSPS-T40-32(e), where it states, "the 
existence of these different features shows that it is not unreasonable to treat the 
classes differently with respect to their ancillary services." Also, refer to your response 
to OCAfUSPS-T40-31 (d). Please confirm that, with the exception of repositionable 
notes, the special services cited are not priced differently where those special services 
are available for use with two or more classes of mail. If you do not confirm, please 
exdain 

RESPONSE: 

Not confirmed. Delivery Confirmation is also priced differentially. based on the class of 

mail by which the host piece is shipped. Additionally. the inability to combine many 

special services with Standard Mail could be viewed as each special service having a 

different "price." in that to avail oneself of some of the special services, the sender must 

purchase a different underlying class of mail. Certainly, the underlying classes have 

different prices themselves The unavailability of some special services with Standard 

Mail is consistent with the notion that First-Class Mail and Standard Mail are indeed 

different, and have different features 
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OCNUSPS-T23-3. This interrogatary seeks information about the number of 
scans for Confirm service. Please refer to LR-L-59. and the Excel file 
"Confirm.xls." 

a .  Please provide the total number of scans actually provided to the 16 
subscribers of the "Silver" subscription service in the base year, FY 2005. 

b.  Please provide the cost per scan (or cost per one million scans) for the 16 
subscribers of the "Silver" subscription service in the base year, FY 2005. 
Please show all calculations. 

c Please provide the total number of scans actually provided to the 119 
subscribers of the "Gold" subscription service in the base year, FY 2005 

d Please provide the cost per scan (or cost per one million scans) for the 119 
subscribers of lhe "Gold" subsi-iption service in the base year, FY 2005. Please 
show all calculations. 

e Please provide the total number of scans actually provided to the 45 
subscribers of the "Platinum" subscription service in the base year, FY 2005 

f Please provide the cost per scan (or cost per one million scans) for the 45 
Subscribers of Ihe "Platinum" subscriplion service in the base year, FY 2005 
Please show all calculations. 

g Please provide the total estimated number of scans for each block of one 
million units to be provided to Confirm subscribers in the test year after rates 

h Please provide the cost per scan (or cost per one million scans) for scans 
purchased in blocks for Confirm subscribers in the lest year after rates. Please 
show all calculations 

RESPONSE: 

a.  These data are not available for the entire FY 2005. Wa of this type w ere 

not readily available in a reliable format until September 2005, so there is no 

accurale source of how many scans were actually used by a subscriber in FY 

2005 Confirm data are tracked on the basis of the current subscription period 

and the subscription periods rypically do not match up to the Postal Service's 

fiscal year. For the purpose of estimating Confirm usage for the rate case I 
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extrapolated annual usage from the limited data we had about each subscriber's 

current subscription usage between September 2005 and December 2005 as 

detailed in tk,e response to POIR 4, question 3. 

b The only information regarding cost per scan is presented in the response to 

OCAJUSPS-T40-15. 

c.  See response to part a. 

d See response lo part b 

e See response to part a 

f See response lo part b 

g. The average estimated number of scans on a typical block of one million units 

is 357.143. 

h. See response to part b 
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PB/USPS-T40-1. 
proposed new fee structure and fees for Confirm Service: 

Please refer to page 18 of your testimony where you discuss your 

Please confirm whether, under the proposed rate schedule for Confirm, a 
subscriber may purchase blocks of 1 million units one at a time. If you 
cannot confirm, please explain fully and state how many blocks must be 
purchased at any given time. 
Please confirm whether the declining rate schedule applies to each ID 
purchased by a subscriber that purchases more than one ID. If you 
cannot confirm, please explain fully. 

a. 

b. 

RESPONSE: 

a. Confirmed. 

b. Not Confirmed. A subscriber buys blocks of units, and those units can be used for 

any IDS purchased for that subscription. 
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PB/USPS-T40-2. 
you state "the estimated total number of blocks to be purchased in the test year [is] 

Please refer to your response to OCAfUSPS-T40-15 (a-d), where 

. . . .  i28,152) 
a 

b 

C 

d 

e 

f 

9 
h 
I 

J 

k 

Please provide a detailed explanation of how you developed this estimate 
for the total number of blocks to be purchased in the test year. 
Please confirm that 28,152 blocks represents 28.1 52,000,000 scans in TY 
2008. If you cannot confirm, please explain fully. 
Please provide an estimate of how many of these scans will be for First- 
Class Mail pieces in TY 2008. 
Please provide an estimate of how many of these scans will be for 
Standard Mail pieces in TY 2008. 
Please provide an estimate of how many scans per piece do you assume 
for First-class Mail in TY 2008. 
Please provide an estimate of how many scans per piece do you assume 
for Standard Mail in T'/ 2008. 
Please describe fully the basis for the estimates in PB/USPS-T40-2 (c-f). 
Please provide the total number of scans for Confirm in the Base Year. 
Please provide the distribution of the total number of scans for Confirm in 
the Base Year across First-class Mail and Standard Mail. 
Please provide the total number of pieces of First-class Mail that were 
scanned for Confirm in the Base Year. 
Please provide the total number of pieces of Standard Mail that were 
scanned for Confirm in the Base Year. 

RESPONSE: 

a 

4. 

b. Not confirmed. 28,152 blocks represents 28,152,000,000 units in TY 2008, 

See my response to question 3 of Presiding Officer's Information Request No. 

which is estimated lo be 10 billion scans. This estimate is based on the 

estimated average of 357,143 scans per million units, provided in my response to 

OCNUSPS-T23-3. redirected from witness Page. 

c In the test year it is estimated that 5.5 billion scans will be for First-class Mail. 

d. In the test year it is estimated that 4.5 billion scans will be for Standard Mail. 

e-f. See my response to OCA/USPS-T40-24. 
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g. The basis for my estimates is the distribution of scans presented in my 

response to OCNUSPS-T40-24. The number of scans was based on the 2.37 

scans per piece on average presented in that response. The shares of scans by 

class of mail were rounded to the nearest 5 percent so that First-Class Mail 

received a 55 percent share and other classes received a 45 percent share. 

h. See my response to OCA/USPS-T40-24. 

I: k. These data are not availahle. See my response to OCA/USPS-T40-24 for 

an explanation 
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POSTCOMIUSPS-T40-7. Please describe the method and rationale you used to 
derive the formula whereby First-Class Mail scans are proposed to be assessed 
one unit each and Standard Mail scans are proposed to be assessed five units 
each. 

RESPONSE: 

As noted in my responses to OCA/USPS-T40-31 and 32, First-class Mail and 

Standard Mail have significantly djfferent characteristics. One of the 

characteristics of Standard Mail is that it has fewer options for additional 

services. Like other features and services, Confirm could have been limited to 

First-Class Mail only. But it was decided that it should be more widely available. 

Then it became a matter of developing a price structure that would generate 

enough revenue to maintain a viable service, while holding true to the long- 

standing principle that First-class Mail and Standard Mail have different features. 

Other options were considered, such as having a fee for all subscribers in order 

to pay for the dissemination of the data, but no charge for First-class Mail 

"scans". However, it was determined that a very modest charge per scan would 

be appropriate for First-class Mail, mostly because of the concern for unlimited 

scans. Then, in order to achieve a cost coverage greater than 100 percent, a 

higher effective per-scan price was developed for the other classes. Even higher 

effective prices were considered, but the rate design balanced the need to obtain 

a more reliable revenue base with the impact on customers. There was not a 

"formula" that was derived, but rather a balancing of the rate design objectives, 

and the need for Confirm to cover its costs. 
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3. Please refer to both USPS-LR-L-123 and USPS-LR-L-124. The source for WAR 
volumes for CONFIRM is listed as ‘WAR Volume is estimated based on base 
year usage by existing cJstonien.” Please provide a spreadsheet with step-by- 
step calculations indicating how to develop the volumes. 

RESPONSE: 

The volumes for Confirm03 service were calculated using the process presented below. 

The attached spreadsheet presents an example of the calculations. 

1 ~ Estimate the annual number of scans used for each subscriber based on the current 

subscnption usage as of December 2005. In those cases where the subscriber had 

a previous subscription that ended after September of 2005, the number of scans 

used in the previous Subscription period was used. 

2. Reduce the number of scans for each subscriber by 10 percent to reflect a 

contracbon in demand as a result of the increased prices. This was intended to 

represent a 10 percent decrease in total scans, rather than a 10 percent reduction 

for every customer. However, since there was no way to determine how each 

individual user would respond, the decrease was spread across all users. 

3 Assume that there would continue to be 180 subscribers. 

4. Split the scan volume into First-class Mail and Other 

5. Multiply the number of Other scans by 5 to get the number of units used for other 

classes 

6. For each subscriber add the number units used for Firs-Class Mail scans (one unit 

per scan) to the number of units used for Other scans to arrive at the total unit 

volume 
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7. Determine the number of blocks of units each subscriber would need to purchase 

based on the number of units used. 

8. Aggregate the number of blocks across all users. 

Calculating the number of blocks used by each subscriber requires the 

acknowledgement that the first million units are included in the base price for each 

subscriber. See  example below: 

Additional 
Units 

Units Used Needed 
User 1 9,500,000 8,500,000 
User 2 9,500,000 8,500,000 
User 3 9,500,000 8.500.000 
User 4 9,500,000 8,500,000 
User 5 9.500.000 8.500.000 

Total 47,500,000 

User 6 47,500,000 46,500,000 

Blocks 
Needed 

9 
9 
9 
9 
9 

45 

47 

In the example, each of the of the first five users use 9.5 million units (a total of 47.5 

million units), which requires them to buy 9 addib'onal blocks each (a total of 45 blocks). 

User six also uses 47.5 million units but needs to buy 47 additional blocks. 

The attached spreadsheet provides an example showing the derivation of the 

WAR volume for a hypothetical subscriber who used 500,000.000 scans in the most 

recent subscription period. This process was repeated for all of the subscribers, and 

then summed. Given the limited number of subscribers, providing the individual 
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subscriber's proprietary data could enable the identification of certain subscribers and 

reveal characteristics about their Confirm use or mailing patterns. 



4 1 3 5  

Number of Estimated Scans from Previous or Current Subscription (Step 1) 

500,000.000 

This Volume was Reduced by 10 percent ta reflect a conb-actron in demand as a resun of the 
increase in pnces (Step 2) 

450.000.000 

This volume was split into two parts, Firs-Class Mail and Other (Step 3) 

FCM 247.500.000 
Other 202,500. OW 
Total 450,000.000 

The number of units for each subset was determined by mulbplying the number of scans by the 
number of u n b  per scan by class, 1 unit per scan for First-class Mail and 5 units for other 
classes of mail The sum of these IS the total units used by the subscnber (Step 4) 

FCM 247,747,500 
Other 1,012,500,000 
Total 1,260.247.500 
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11. Please refer to worksheet ’WP-3: Certificate of Mailing” in the revised version of 
USPS-LR-L-124. The volume data for N A R  Standard Regular and TYAR 
Standard Nonprofit (in cells U20 and U22 respectively) do not match the volume 
data in “WP-I 5: Volume Input Data.“ Please explain the discrepancy. 

RESPONSE: 

The volume data in WP-15 are correct. The deviation was due to two hard-coded cells 

in WP-3: Certificate of Mailing, and errata will be tiled shortly. The correction results in 

an increase in revenue of roughly $:I,GCO. 
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VP/USPS-T40-2. 

a. Please refer to your testimony at page 8, lines 6-7. If a piece of discounted (i.e.. 
"bulk") First-class Mail is UAA and non-forwardable, when it is returned to sender does 
the Postal Service indicate the reason for the return? 

b. Could the stated reason(s) for the return be transmitted electronically to "bulk" First- 
Class Mail mailers? 

c. In FY 2005, what is the Postal Service's unit cost for electronic return to sender of 
relevant information concerning non-fnrwardable UAA First-class Mail? 

RESPONSE: 

a. Redirected lo witness Taufique 

b. Yes. For those mailers electing to receive electronic Address Correction Service 

notifications. the records they receige in their electronic ACS Fulfillment File include a 

deliverability code identifying the reason a mail piece was not deliverable, when that 

information is available 

c. Redirected to witness Cutting 
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VP/USPS-T40-3. 

Please assume that the Postal Service provides physical return of non-forwardable 
UAA First-class Mail free, while charging $0.06 to provide senders with relevant 
information regarding non-forwardaDle First-Class Mail electronically. 

a. Please explain the rationale for providing the Postal Service's most expensive form 
of information concerning non-deliverability free of charge, while charging a price of 
$0.06 for the Postal Service's least expensive form of providing mailers with the same 
information. 

b. Please explain why charging $0.06 for the least expensive (electronic) method of 
returning information, while providing far more costly physical return free - Le., at an 
effective price of $0.00 -- 'establishles] a fair and equitable fee schedule," as you 
assert at page 9. lines 14-15 of your testimony; 

c. Please explain what incentives the proposed fee structure would give mailers to 
elect optional electronic return service in lieu of physical return for nonforwardable UAA 
First-Class Mail; and 

d. Please explain what other steps, if any, the Postal Service plans to implement in 
order to induce mailers to substitute electronic return service for physical return of UAA 
First-Class Mail that cannot be forwarded. 

RESPONSE: 

a-c. 

cannot be forwarded or if the forwarding period has expired. Thus, the sender of an 

item mailed at the First-Class Mail rate does not receive free physical return of the mail 

piece, but rather pays for that service through First-class Mail postage. The cost of 

returning the mailpiece is included in the cost underlying the postage. Address 

Correction Service provides the mailer with a correction notice even if the mailpiece 

were forwarded to the intended recipient. The $0.06 fee covers the additional costs for 

the Address Correction Service notice that the mailer elects to receive. 

First-Class Mail postage includes returning the mailpiece to the sender if it 

The incentive to use Address Correction Service, regardless of the method, is 

thal i t  provides mailers with a notice when an address is not valid, even though the 
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mailpiece was forwarded to the intended recipient. This notice, whether electronic or 

hard copy, provides the mailer with the new address for the intended recipient. The 

mailer can use the new address information to update the mailing list before the 

forwarding notice expires, thus allowing the mailer to send subsequent pieces directly to 

the new address, avoiding the additional time in transit caused by forwarding. Also, 

many recipients of successively forwarded pieces will probably not wait twelve months 

before wriling or calling the sender !o provide their new address, and the mailer's cost of 

handling this customer contact could well exceed the electronic ACS fee. If the mailer 

elects to receive these data electronically by choosing to use either the automated or 

electronic ACS option, the mailer has the added benefit of not having to pay personnel 

to manually process the data from the hard copy notices. As a result, mailers benefit by 

potentially reducing labor costs and increasing the effectiveness of their mailings. 

d. I am not aware of any additional steps the Postal Service plans to implement 
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C H A I W  OMAS: This brings us to oral 

cross-examination. 

One participant has requested oral cross- 

examination, the Office of the Consumer Advocate. 

MS. Dreifuss, would you please introduce 

yourself for the record? 

MS. DREIFUSS: Yes, Good morning, Mr. 

Chairman, Commissioners. I'm Shelley Dreifuss with 

the Office of the Consumer Advocate. 

CROSS-EXAMINATION 

BY MS. DREIFUSS: 

Q Good morning, Mr. Mitchum. 

A Good morning. 

Q This morning I'm going to discuss with you 

two of zhe special services that you have testified 

about in your testimony. One of them is Confirm, and 

the other is insurance. I'd like to start with the 

Confirm service. 

A Okay. 

Q Could you turn to page 14 of your testimony, 

please? 

A I ' m  there. 

Q Toward the bottom of page 14 you say that 

you are proposing classification changes for Confirm, 

a new pricing structure and new fees. Is that correct? 

Heritage Reporting Corporation 
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A Yes. 

Q The pricing structure changes seem to do the 

following: It collapses three different subscription 

tiers into a single tier. Is that correct? 

A That is correct. 

Q In the case of platinum subscriptions, which 

formerly had unlimited scans after the subscription 

fee was paid, under your proposal in this case the 

platinum subscribers will have to pay per scan 

charges, won't they? 

A Under the proposal of removing the three 

tiers there wocih't be a platinum subscriber, but 

current day platinum subscribers would no longer have 

the unlimited option. In the future they would just 

be subscribers. The unlimited option would not be 

available. Correct. 

Q Right. So if there are platinum subscribers 

today and they choose to use Confirm, assuming this 

proposal were to he adopted by the Commission, if they 

remain with Confirm whereas currently they have 

unlimited scans at no extra charge under your proposal 

they would have to pay per scan charges. In fact, as 

the number of scans accumulated the charges would grow 

larger, wouldn't they? 

A Yes, they would. If I can expand on that 

Heritage Reporting Corporation 
( 2 0 2 )  6 2 8 - 4 8 8 8  
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answer ? 

Although they would continue to increase, 

they would increase at a decreasing rate, and after 

they hit a certain threshold the cost would be $17.50 

per one million scans or per one million units, which 

on average would be about $17.50 for 357,000 scans, 

which w'3uld be roughly 150,000 mail pieces minimum. 

While there would be a per scan price, it would be 

rather trivial. 

Q Right. It might be trivial for small 

amounts, but as 3 current platinum subscriber began to 

use million upon million upon million, those fees 

would increase, would they not? 

A Yes, they would, but as I noted in one of my 

responses, an interrogatory response from the OCA, and 

I can certainly find which one. I think it was 

OCA-T40, No. 57. 

Sorry. I think that might not have been the 

right one. I'm sorry. There are a lot of 

interrogatories. Just a second. 

(Pause. ) 

A I ' m  sorry. It was T - 5 7 .  There's currently 

45, as stated in my library reference. There's 45 

platinum subscribers. 

Of those 45 platinum subscribers, underneath 
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my pricing proposal based on current usage by those 

subscribers 29 of those would actually see a cost 

decrease. Under my proposal, they would actually be 

paying less based on their current usage. 

Q Okay. So 45 are platinum subscribers now. 

Twenty-nine, if they use Confirm to the same extent 

they do today, would experience a price decrease, and 

16 would experience a price increase. Is that 

correct '? 

A That is correct. 

Q And fit could be a large price increase, 

couldn't it? 

A My calculations did not show a significantly 

large increase. 

Actually, in response to an interrogatory by 

another Intervenor - -  just a second. Let me find 

which one it was real quick. 

(Pause. ) 

A Major Mailers Association Interrogatory No. 

4 directed to me, so it would be MMA-T40-4, Part (b). 

Their question was, "Did you perform any computations 

of the proposed percentage increase for representative 

users of Confirm service? If not, why not? If so, 

please provide these computations. " 

In my response I did provide those 
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computations. Tf a mailer were to use one billion 

scans, which no mailer has to this point, their cost 

increase would be 460 percent. If they were using 750 

million scans, which is closer to the maximum - -  it is 

below the maximum, but closer to the maximum - -  their 

increase would he 338 percent, which is only going 

from $10,000 to S43,000, and 750,000 scans will allow 

them to track roughly 300,000 pieces of mail. 

While it's still not a trivial increase, 

that is a significant amount of mail that they're 

getting information on, and I do believe that it's 

fair and equitable. 

Q I have looked at this table which is 

presented in response to MMA No. 4, and it is not 

consistent with discussions that I have had with some 

platinum subscribers who have told me that their 

postage tab may be 50 times higher under your proposal 

than what they're paying now. 

Do you have any reason to disagree with 

that? 

A Without having done any calculations I can't 

verify t h a t  that's a c c u r a t e ,  bu t  I t h i n k  it would be 

very difficult for a user to spend $500,000 on Confirm 

on scans even if it were strictly 100 percent standard 

mail. 
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That's an enormous amount of scans, and I'm 

not aware of any mailers that are using that level of 

scans. 

Q Are you aware that there are at least two 

platinum subscribers who are resellers of Confirm 

s e rv i c e ? 

In fact, I provided a couple of cross- 

examination exhibits to counsel in advance of your 

appearance. The ones that I have in mind are Track My 

Mail - -  that's one of the vendors of Confirm service 

- -  and the other is Gray Hair Software. Are you 

familiar with the two of them? 

A I am familiar that they are customers, and I 

am slightly familiar with the pricing structure of 

trackmymail.com based on the exhibit you provided. 

Other than knowing about it, Gray Hair is a 

reseller, or I tend to refer to them as 

intermediaries. I don't have any additional 

information on Gray Hair. 

Q Do you know if Track My Mail is a reseller? 

A Yes, I'm aware they are a reseller or 

intermediary. 

MS. DREIFUSS: Before we go further in 

discussing these two vendors, I think it might be 

helpful for the Commissioners to be able to see the 
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cross-examination exhibits I submitted to Witness 

Mitchum a few days ago, so I'm going to hand those out 

now with your permission, Mr. Chairman. 

I've marked one of them OCA-XE-Mitchum No. 

1. That.'s a page out of the materials presented by 

Track My Mail at its website. 

The other consists of four pages, and this 

is in the form of a newsletter that Gray Hair Software 

circulates to anyone interested. I'm on their mailing 

list. I get their Mail Track newsletter on a weekly 

basis. This exhibit I've identified as OCA-XE-Mitchum 

NO. 2. 

With ycmr permission, Mr. Chairman, I will 

give copies of these - -  I think the reporter needs two 

copies to be transcribed as OCA'S cross-examination 

exhibits, and I will circulate them amongst the 

Commissioners as well. 

(The documents referred to 

were marked for 

identification as Exhibit 

Nos. OCA-XE-1 and OCA-XE-2 

and were received in 

evidence.) 
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THE WITNESS: I’ve got them. Thanks. 

BY MS. DREIFUSS: 

Q You described Track My Mail and Gray Hair 

Software as resellers of Confirm service, did you not? 

A Yes. 

Q They ai-e, I would imagine, in business to 

earn profits would you say? 

A I would hope so. 

Q Right. And I would assume their business 

model is that they would like to provide Confirm 

service to a growing number of customers in order to 

increase their own revenues and profits. Is that a 

safe assumption on my part? 

A I‘m not familiar with their business plan. 

As I said, I’m not very familiar with Gray Hair at all 

other than the fact that I am aware they are a 

reseller, but I would assume that maximizing profit 

would be part of the normal business plan for a 

corporation. 

Q Right. In fact, you may or may not know 

this. I’ll ask you if you do. Do you know whether 

these two companies established businesses around the 

current pricing structure for Confirm? 

A Actually, I’m not aware if that is the case 

or not. 

Heritage Reporting Corporation 
( 2 0 2 )  6 2 8 - 4 8 8 8  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

1 6  

17 

18 

19 

20 

21 

22 

23 

24 

25 



4 1 5 3  

Q Well, let's assume hypothetically that 

that's what happened; that the Postal Service has a 

current Confirm pricing structure in place, and these 

two busi.nesses were established based upon the current 

pricing structure. Could you assume that? 

A Sure. 

Q Now, their businesses, which could currently 

take advantage of an unlimited number of scans at no 

additional charqe, may be affected by the proposal 

you're making in this case to charge them for 

additional scans, million upon million. Is that 

correct? 

A Actually, given the other alternative, which 

was that based on my analysis when I was deciding to 

do the pricing structure change, I investigated 

whether or not the existing pricing structure could be 

utilized. 

I did not believe that would be capable of 

beiny utilized and at the same time producing enough 

revenue to cover costs, which the product since 

established as a Postal product in MC2003-3 has not 

covered its costs. 

I did riot feel that using the existing 

pricing structure with a price increase and using 

unlimited scans would facilitate making this product 
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cover its costs, allowing the Postal Service to 

continue providing it as it is required to cover its 

costs. 

Q What are the costs that have to be covered 

in the test year by Confirm? 

A Roughly about $1.2 million. 

Q And you're saying you didn't think that you 

could increase the subscription fees enough to cover 

those costs? 

A Based or! the information that I have about 

the usage and the fact that we were coming up with a 

reasonable cost coJerage for the product, which I 

think in my proposal we expect the cost coverage to be 

about 126 percent, which is well below the system 

average. 

I did not think that there was a way to 

raise the rates without causing unnecessary shifts 

away from demand, people moving out from the Postal 

Service into the resellers or beginning to seed and 

moving down from platinum to a lower level, which 

would decrease revenue. 

I did not, in my opinion, find a way that I 

can feel confident at a level that I felt was 

necessary to use the existing pricing structure with 

higher prices and cover costs. 
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I felt that my proposal, and I did start 

with the existing proposal. If we could have used the 

existing prices and there was a method that we could 

have used to prevent causing the mailers inconvenience 

by rethinking how they're going to use the product, we 

would have gone with something like that. 

A s  I said, I did not see a manner in which 

that could be accomplished without changing the 

pricing structure. It wasn't taken lightly. A lot of 

effort was made in coming up with this new pricing 

proposal, about nine months. It wasn't something that 

we just automatically wrote off. A lot of effort was 

decided 

A lot of thought and input was given by a 

lot of people that are very well informed, and I think 

that my proposal is a much superior way to guarantee 

that we cover revenue than trying to modify the 

existing pricing structure. 

Q I didn't see any mention of a market survey 

in your testimony. Am I correct that you didn't 

mention it because in fact you didn't perform one? 

A There was a market survey done when the 

classification case was filed, and the demand at that 

point in time was that there was going to be about 

1,100 or 1 , 2 0 0  users. 
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We have about 190 to 2 0 0  users as a maximum 

since the product has been in place, and the costs 

that were implemented and the structure that was 

implemented was based on that demand. 

Given that this product wasn't covering cost 

at $1.2 million, we did not feel that it was worth the 

very good investment to raise the cost by doing a 

great deal of - -  I mean, I'm assuming that part of the 

reason we didn't do it was because we didn't want to 

add additignal cGst to a product that was already 

struggling, and we were trying to keep the cost as low 

as possible to minimize how much of an increase we 

were going to have to impose. 

Q In your testimony I think you assume that 

there would be the same number of subscribers in the 

test year as there are today. Am I correct? 

A That is correct. 

Q And how did you determine that there would 

be the same number of subscribers? 

A It was basically a decision made after 

looking at the data that we had. 

We do believe that there's some demand for 

the product, and while we don't think necessarily - -  

as I think I nsted in my response to the Presiding 

Officer's Information Request I think it was No. 4 ,  
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Question 3, or No. 3, Question 4 ,  we don't necessarily 

expect i.t to be the same 1 8 0  subscribers because we do 

feel there's been shifts 

As subscribers have left, new ones have come 

in to use the product. I felt that it was not an 

unreasonable assumption to assume that we could 

maintain the same number of users, but I did also make 

an assumption that the number of scans they used would 

decrease. 

Q Have you heard about the widespread 

dissatisfaction that exists among current Confirm 

subscribers and users with the proposal you're making 

in your testimony? 

A I'm aware that there's some mailers that 

have expressed some dissatisfaction, yes. 

Q So it's possible that even though you're 

assuming that you will maintain the same level of 

subscription in the test year as you do currently, 

that might not happen if the mailers find the prices 

to outweigh the usefulness to the mailers. Is that 

correct? 

A I think part of the problem is that the 

mailers are slightly confused about how much of an 

increase they're going to face. 

Some Intervenors, including the OCA, have 
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thrown around the number of I believe you used a 2,000 

percent increase for users. We don't see that. I 

haven't seen any justification for that or any basis 

as to why that wauld be the case. 

I also believe in MMA Interrogatory No. 1 

they started throwing around numbers that if somebody 

was to use as many as 10 billion scans. I don't think 

that all. mailers understand that no one has ever used 

more than a billion scans, and 10 billion is actually 

quite absurd. 

The cost increase that they were showing 

that the mailers would face in that interrogatory was 

1,700 percent, similar to the 2,000 percent. I don't 

think it s realistic, and I think that if a mailer is 

told tha by who they would deem to be reliable 

sources, whether they're accurate or not, may cause 

them to be alarmed. 

I don't necessarily think that they have 

cause to be alarmed, but I think they have 

misunderstood or they've been given numbers that may 

not be completely accurate, and they've based their 

concern on those numbers. 

Q We said a moment ago that at least in the 

case of Track My Mail and Gray Hair that they are 

resellers of Confirm service, and I think you agreed, 
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or at least you didn’t find reason to disagree with 

me, that their business model suggests that they would 

want to try to increase their number of customers and 

the number of scans that they provide to customers. 

Did we agree on that a few minutes ago? 

A I do agree that they would probably want to 

increase the profits, yes. 

0 All right, Now, you’re saying that 10 

billion scans is it is unrealistic? 

A Yes. 

Q It may be unrealistic today, given the 

current level of usage, but can you allow that vendors 

like Track My Mail and Gray Hair might want to and 

might be successful in building their business under 

the curl-ent pricing structure and eventually be 

providing about that number of scans to customers? 

A Actually, given the fact that 10 billion 

scans, which I think I noted in one of my 

interrogatory responses to MMA, would account for 

roughly tracking the activity of 4.2 percent of all 

first class mail, I find it unlikely that either 

trackmymai1.com or Gray Hair - -  no disrespect for 

their business plans because I’m sure they’re 

ambitious - -  are likely to attract enough large users 

that are going to allow them to have that kind of 
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market share because you're going to need very large 

users to watch 4.2 billion pieces of mail. 

If you're a large mailer and you're mailing 

anywhere in that realm, you probably are better off 

doing your calculations and your analysis of your data 

in-house where you have the expertise on your own 

mailing, what you're trying to accomplish with your 

own mail system. 

It would seem odd to me that they would rely 

on a company that has that many clients to hit that 

many pieces of mail to help them, to rely on them to 

make their business decisions, when they could bring 

it in-hause and have control over the whole process. 

While it is feasible that some of these 

companies could do that, with Track My Mail many of 

their products are in the exhibit that MS. Dreifuss 

provided to us. They're looking at products that are 

100 PLANET codes, 150 PLANET codes, 1,000 PLANET 

codes, 500 PLANET codes. You need a lot of customers 

to get to 4.2 billion pieces 1,000 at a time. 

A thousand PLANET codes is kind of small if 

that's their target audience. I think they'd have a 

very difficult time hitting 4.2 billion pieces, 

tracking 4.2 billion pieces 1,000 pieces at a time. 

Q You've just shared your opinion with us over 
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several minutes about what Track My Mail and what Gray 

Hair may or may not be able to do. Is this based on 

discussi.ons that you‘ve had with the owners of those 

two companies or their managers? 

A No, it’s not. It’s based on the fact that 

you’re ‘calking about two different mailers possibly 

controlling between the two or them 8 . 4  percent of the 

mail, watching 8 . 4  percent of the first class 

mailstream. 

It seeins while if you want me to assume 

that’s the case I can try to answer your questions 

based on that assumption, but it doesn’t seem like a 

very realistic hypothetical to me. 

Q It doesn‘t seem like a realistic 

hypothetical to you, but nevertheless it‘s not based 

on contacts you’ve had with these companies, correct? 

A No, it’s not. 

Q How many large mailers who use the services 

of Track My Mail and Gray Hair have you discussed this 

with? 

A I have had no direct contact with any of the 

mailers that use the service. 

Q Did you have occasion to read the testimony 

of Witness Kiefer from Docket No. MC2002-1? 

A Quite a while back. Yes, I did 
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Q Yes. Docket No. MC2002-1 was a 

classification proceeding in which the Postal Service 

proposed that a new confirmed service be adopted. Is 

that correct? 

A I believe so, yes. 

Q I'm going to quote a few observations that 

Witness Kiefer made in his testimony and see whether 

you would agree with the statements he made at that 

t ime 

At page 4 of his testimony Witness Kiefer 

said, "Once the confirmed hardware and software are in 

place, the cost of additional scans is extremely 

small." Would you agree with that? 

A I'm not a costing witness, but that is my 

understanding, yes. 

Q He then said immediately following that 

sentence, "A transaction based price would accordingly 

exceed the true marginal cost by a large factor." 

Would you agree with that? 

A I would have to have more time to think 

about whether or not - -  I'd have to think about it in 

more detail, and I'd probably want to read the full 

testimony and supporting documents before I made a 

decision about whether or not I agree or don't agree. 

Q Have you read the full testimony? 
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A I read the full testimony several months 

ago, yes. 

Q Did you read the sworn documents that you 

just referred to, whatever you just referred to? 

Let's back up just for a second. Let me ask 

this again. You would want to read his testimony, 

correct? 

A Yes. I would like to refresh myself with 

his testimony, yes. 

Q But even though you haven't read it recently 

you did read it at least in preparation for your own 

testimony, correct? 

A I read the testimony in preparation for 

developing my pricing proposal. 

Q Okay. There was one other thing you said 

you would like to have read before answering this 

question. What was that? 

A I said if there were references in his 

testimony regarding either the costing analysis that 

was done by the costing witness at the time or any 

other witnesses, I would prefer to be able to refresh 

myself with all of those before I would make an 

assumption about a fragment of his testimony and risk 

taking it out of context. 

Q Again at page 4 ,  Witness Kiefer made another 
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observation that I think would be applicable to your 

proposal. Let me ask you if you agree with this. 

The kind of pricing that you're proposing, 

transact.ions-bzsed pricing, he said would lead some 

potential customers to restrict usage by barcoding 

only some mailings or by just seeding barcoded pieces 

within a larger mailing. Does that sound correct? 

A That is a consideration. That was something 

that was taken into consideration when I did my 

pricing. 

I'd also like to note that Witness Kiefer's 

comments were once again the result of a demand study 

that was performed that showed that we were going to 

have about 1,200 or so customers. 

We have 180 or between 180 and 200, so his 

testimony was based on some research that didn't prove 

to be the demand that was forecasted didn't appear 

for the product. 

Q But you don't disagree that transaction- 

based pricing does tend to cause customers to restrict 

usage? Isn't he right when he says that? 

A Once aqain, 29 of the existing 45 platinum 

customers would actually be seeing a price reduction 

under my proposal, so in that case I can't imagine 

that would actually entice them to curtail their 
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demand if they're going to actually see a price 

reduction. 

Q Are you certain that those 29 customers 

would not  have wanted to make increasing usage of 

Confirm over time? 

A Once again, I believe it's in response to 

OCA-57. I think you had to have - -  I'm sorry. There 

it is. Being out of order is causing me problems 

again. 

A subscriber would have to use more than 169 

million units ta get to that point. That's a 

significant number of units before they get to the 
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point where they would be facing any cost increase at 

all. 

Regardless of how we went about repricing 

this product, there was going to have to be some price 

increase so there's no telling how many more pieces 

that would be to get to any proposed price under the 

current structure. 

It's possible instead of being 169 million 

units i: could be 300, 400, 500, 600 million units to 

ensure that we hit the same cost and we would cover 

our costs. 

Do I think that under the transactional 

necessarily means they're going to pay more or 
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decrease demand? We have mailers that have platinum 

subscriptions, 29 of which would see a cost reduction 

with my proposal. Many of those, even if they 

increased usage, would still see a cost reduction. 

We don't know what the cost increase would 

have to be if we kept the existing pricing structure, 

so it could act?Jally be significantly more than 29. 

Q The 16 platinum subscribers who are facing 

price increases, they tend to be your largest Confirm 

subscribers, d.on' t they? 

A Correct. 

Q And wouldn't you agree that changing from 

unlimited scan at no additional charge to fees for 

scans I'm sorry. Are they scans or units and 

blocks at a million? 

A They would be units. 

Q - -  in terms of units, per million units, 

would tend to restrain the number of scans that they 

would acquire from the Postal Service? 

A Not necessarily. If you're a reseller or 

intermediary, as I prefer to call them, you have no 

incentive to decrease your usage because if you're 

making - -  as your pricing shows for trackmymail.com, 

their cost increase is transactional, so we're doing 

the same thing they're already doing. 
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They're not giving away scans for free after 

they make their $10,000 back. They're maximizing 

profit, so I can't imagine that they're going to 

curtail trying to find customers to use their product 

so that they can pay less when they're charging 

significantly more than it's costing them even under 

my proposal to sell the scans. They're not losing 

money on any of the scans that they're selling. 

Q Let's assume for the sake of argument that 

Track My Mail is in that group of 16 that is facing 

price increases. 

Right now they are reselling Confirm service 

to a customer base at a certain price. If the Postal 

Service increases or starts to apply per scan charges 

to Track My Mail, would you agree that there's at 

least a chance that they will have to raise their 

prices to their customers? 

A Based on what you handed us and accepting 

your assumption that they are one who would face an 

increase S O  they're using at least 169 million scans, 

based on the prices that you gave us, my proposal, the 

first block of a million units, the most expensive one 

you could buy after you pay your fee was $70. 

The Track Kit 1000 provides 1,000 PLANET 

barcodes for $80, so if they get a million scans on 
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those 1,000 barcodes, which is incredibly unlikely 

since the average mail piece only gets about 2 . 4  

scans, they would still make $10 profit on that block 

of units 

I mean, they may choose to raise their 

rates, but they're already profitable on 1,000 mail 

pieces, and we're saying they can have 169 million 

units, which i believe each million units is 357,000 

scans yes, 3 5 7 , 0 0 0  scans - -  and that the average 

number of scans per piece is 2.3 or 2 . 4 .  

Then I would assume they're probably selling 

more than one of the Track Kit 1 0 0 0 s  at $80 apiece, 

which covers the most expensive blocks, for every 

block of units they buy. 

Q Are you testifying that Track My Mail's only 

expenses are the Confirm fees that they have to pay to 

the Postal Service? 

A No, I'm not, but I am saying that even if 

their rate increased as they started using a million 

units as I've shown in the MMA response, their cost 

would only go up to about $50,000. I think that was 

right. Just a second. 

(Pause. ) 

A If they increased their usage to one billion 

scans, which chey don't do today, their cost would go 
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up to $56,000. 

I agree with you that's probably not their 

only cost that they would be facing. I would assume 

they would have everything from electricity to the 

computer: costs, but I would think that $56,000 is 

probably a reasonable cost, and they' re probably 

making more profit than that. 

Q Okay. So they've got costs. Track My Mail, 

to use this example, has costs, and you don't know 

what their total costs are, correct? 

A No, I don't. 

Q And you would agree that if they are going 

to survive as a business their costs are going to have 

to be recovered from the fees they charge their 

customers, correct? 

A That would be correct. 

Q And if their postage tab increases that will 

be increasing one of their expenses, will it not? 

A I'm not aware that they actually do much - -  

the product pricing that you gave us doesn't really 

show them as doing any mailings at all. 

Their only costs are Confirm costs because 

they're just providing scans that the mailer is 

putting on mail that they're paying postage on. 

Q That was a careless use of the term mail on 
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my part. 

If their Confirm fee charges go up, and they 

might very well under this changed pricing proposal, 

would you agree that they would probably have to pass 

those charges along to their customer? 

A I don’t know what their profit margin is, 

but I also think it’s very possible that given that 

we’re only talking $ 4 6 , 0 0 0  and I would assume that 

probably that‘s not one of their most expensive costs, 

they may not have to increase their cost. 

They may have enough of a profit margin that 

increasing their cost is not necessary, so I can‘t 

assume that they would have to j-ncrease their cost, 

and I can’t assume that they wouldn’t. 

I mean, that would be a business decision 

they would make based on their business plan that they 

have. I wouldn’t want to step sr, their toes by making 

assumptions for them. 

Q would you agree that Track My Mail, Gray 

Hair, other resellers, that their potential to grow 

their business larger and larger is increased under an 

unlimited scan pricing structure as contrasted with 

one where fees are charged for every million units? 

A Obviously if they pay one fee for an 

unlimited amcunt of information or they pay an amount 
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that charges even a trivial amount per piece, an 

unlimited plan would benefit them. 

In one of the responses to another 

interrogatory, which give me a second and I'll find it 

for you. I believe that we commented it's roughly a 

little more than 16,000 scans equals $1. If you give 

me a second I'll find the citation for you. 

(Pause. ) 

A The response was to OCA-T40-27, Parr; (b), 

and we found that the average price of a scan is 

roughly 6.1 thousandths of a penny, so it would take 

16,856 scans to equal $1. 

The nature of the interrogatory was about 

compensating mailers for bad scans. The calculation 

was a justification for why we feel that it would 

probably cost us more and thus would increase the cost 

to mailers if we tried to offer some way of 

compensating them for bad scans. 

Q I'm going to go back to Witness Kiefer's 

testimony again for a moment, and I'm going to read 

you a statement he made at page 11 of his testimony. 

He said, "Lower prices for additional scans 

will encourage mailers to use Confirm on more mail 

pieces, again benefitting mailers while better helping 

the Postal Service to achieve its monitoring goals." 
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Do you agree with that statement? 

A I think that based on the information he had 

at the time that seemed like a reasonable statement to 

make, but I don't think that history has proven that 

to be necessarily an accurate statement. 

Q So you disagree with the well-established 

premise that lower prices tend to encourage more usage 

of a product? 

A I don't necessarily disagree that lower 

prices will encourage usage, but I do think that ;f 

the option of providing lower prices means the producc 

won't cover its cost and the Postal Service can no 

longer offer the service it doesn't benefit the 

resellers. It doesn't benefit the Confirm users. It 

doesn't benefit the Postal Service. 

Q That was a compound sentence. The first 

part of the sentence was you do a3ree that lower 

prices tend to spur more usage, correct? 

A I agree in the general economic principle, 

but I also believe there are certain products where an 

increase in prices - -  in the economic literature, an 

increase in price actually increases demand for a 

product . 

Q Do you think that's true in Confirm; that if 

you raised the price that you'll have more demand for 
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it? 

A I think it‘s premature to make a statement 

like that because the product is not fully - -  it‘s 

still in its infancy. It’s still being established. 

Full demand for the product probably has not 

been achieved, but given the fact that the choices 

were raising the rates or eliminating the product if 

it didn‘t cover its cost, I don’t think we had much of 

a choice. 

Q In fact, in response to the Presiding 

Officer’s Information Request No. 4 you projected a 

reduction in usage, didn’t you? 

A I felt that it was appropriate to assume 

that there would probably be some decrease in usage as 

a result; that some mailers may move into seeding and 

as a result that we might see some decrease in demand, 

yes. 

Q So that‘s an illustration of the first part 

of that compound sentence you made earlier, right, 

which is by raising the price on Confirm you expected 

a reduced amount, correct? 

A I think that the best decision I could have 

made to ensure that the product covered its cost was 

to assume that there would be some erosion in demand 

as the rates were increased, but, as I said, if the 
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product doesn’t cover its cost then the Postal Service 

can‘t offer the product. 

Regardless of what we did, the prices were 

going to have to go up, so people were going to see 

price increases. Regardless, demand would have been 

probably expected to decrease, and it’s not because of 

my pricing proposals. It‘s because we needed to cover 

cost and increased prices to do that. 

Q Okay. You chose to cover those costs in the 

test year by having a material restructuring in the 

pricing design, didn’t you? 

A A s  I stated earlier, I began by looking at 

whether or not the existing pricing structure could be 

salvaged. I did not believe that the existing pricing 

structure could be used with a new set of prices and 

be confident. 

There is emphasis on the words “of being 

confident” that the product would cover its cost. I 

mean, one of the roles I have is to make sure the 

product covers its cost through pricing. 

Q If that‘s one of your jobs, let me ask you 

how much discussion you had with current Confirm users 

to see how they would react to this change in pricing 

structure. 

If you‘re concerned that they maintain their 
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level of usage or increase it, I would imagine you 

would have wanted to go out and discuss this with 

them. How many resellers? How many Confirm users did 

you discuss this proposal with? 

A I personally did not discuss it with any. 

Q Let's change to another Confirm related 

subject now, and that relates to the value of confirm 

A Okay. 

Q Do you agree that Confirm is a valuable 

service? 

A I believe that any product that customers 

use and purchase they must perceive some value or the:: 

wouldn't be purchasing the prodc.ct. 

Q Does the Postal Service make use of PLANET 

codes? Do you know? 

A The Postal Service does use it for internal 

seeding. 

Q Could you describe how the Postal Service 

uses PLANET codes? 

A If you're interested I can read the response 

- -  I believe there's an institutional response on how 

the Postal Service uses it - -  but I ' m  not an expert on 

the operations and how the Postal Service is doing it, 

and I would feel that I could not do it justice 

lacking that expertise, but I would be happy to either 
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point you to the right institutional response or read 

it to you. 

Q Yes. That would be fine. Thank you. 

A One second. 

(Pause. ) 

Q We may be actually able to speed things up a 

little bit. Let me turn your attention to your 

response. This is your response to OCA Interrogatory 

No. 64. 

A Okay. Just a second. Okay. 

Q You provided the answer to No. 64, didn’t 

YOU? 

A Yes, I did. 

Q In your response to (b) you say you agree 

that when the Postal Service sec.3.s the mail with 

PLANET codes the data generated can be classified as a 

rich stream of information and that the information 

helps the Postal Service improve processing 

efficiency. Did you say that? 

A Yes, I did, but I believe I was asked 

whether or not I agreed with Postmaster General 

Potter‘s statement with regard to that. I do agree 

with that statement. 

Q Can we generalize from Postmaster General 

Potter’s statement that the Postal Service does have 
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value in using PLANET codes for its own management 

purposes? Is that correct? 

A It is correct that the Postal Service does 

use PLANET codes for improving its processes and mail 

stream flow, but the PLANET codes that it's using are 

not related to the Confirm service. 

These are PLANET codes that are put on - -  

I'm paraphrasing from the expertise that was provided 

in the interrogatory that I couldn't find that was 

institutional, but the mailer or the pieces are taken 

out of the mailstream, and a label with a PLANET code 

is placed on them and they're entered back into the 

mailstream. 

The whole system, including the servers, are 

not related to the Confirm service. They get scans on 

the same scanners that are scanning all barcodes on 

mail pieces, but this isn't part of the Confirm 

service. 

The Postal Service does use it and has 

improved efficiency through the use of these PLANET 

codes that they've applied to mail pieces in the 

mailstream. 

Q You just mentioned that the Postal Service 

improves efficiency based on this seeding that it does 

using PLANET codes. How does that improve efficiency? 
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A Once again, this is my recollection of what 

that institutional interrogatoq said, but I believe 

the information that's gathered off those barcodes 

from those PLANET codes are analyzed by the 

appropriate people and decisions are made. 

Like I say, I ' m  not an expert on that, and I 

wouldn't want to make more of a statement than that. 

Q Let me draw your attention to another answer 

that you provided. This is your answer to OCA 

Interrogatory No. 28, Part (b). 

In Part (b) in the sezond sentence of t h e  

answer it's a compound sentence, but in the first p a r -  

of it you say, "Beyond the extent that Confirm 

provides a new tool for identify-ing and resolving mail 

processing flow problems . . . ' I  and you go on to say 

something about first class maj.1. 

Let's turn that first part of the sentence 

into a positive statement, or at least I'll try to do 

that with you. Do you agree that Confirm provides a 

new tool for identifying and resolving mail processing 

flow problems? 

A I believe that it is used in that way, yes. 

Q Do you suppose - -  

A Actually, sorry. Let me restate that. I 

would have to say that I believe that a more accurate 
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interpretation of that would be that the PLANET 

codes - -  there's two different portions of Confirm. 

There's Confirm the concept and there's Confirm the 

product. 

The Confirm program would be the same one 

that allows the Postal Service to utilize PLANET 

codes. It is distinctly different than the Confirm 

service, which is the product that is used by the 

customers. 

I do believe throughcut all my responses 

that we tried to differentiate between when it's 

Confirm service and when it's Confirm, which was 

intended to mean the program, not the product. Sorry 

if it wasn't clear. 

Q Okay. So what you j"st said was that the 

Postal Service sees value in the Confirm product, but 

not necessarily the Confirm service. Is that correct? 

A The Postal Service sees value in using - -  I 

don't think it's an accurate statement. The Postal 

Service sees value or gains value, gains intentional 

internal value for improving processes, by using 

PLANET codes, placing PLANET codes on mail pieces in 

the mailstream. 

I don't think it would be accurate to say 

the Postal Service doesn't see any value on the 
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Q Okay. So you're saying that there's 

actually value in the way the Postal Service uses 

Confirm and also in the way its customers use Confirm, 

correct ? 

A The way the Postal Service uses the Confirm 

program, which would be using it for placing PLANET 

codes on mail pieces that are in the mailstream, and 

for the Postal Service to be willing to continue 

offering the product at all I would have to assume the 

Postal Service would say that we do see value in the 

Confirm service or Confirm pro3uct. 

I mean, those would be synonymous in my 

mind, Confirm service or Confinn product, which would 

be different than the Confirm program or the internal 

seeding program. 

Q And one of the ways that the Postal Service 

obtains value from the Confirm program, and I'm 

referring again to your answer to 28, is that Confirm 

provides a new tool for identifying and resolving mail 

processing flow problems. Is that correct? 

A The use of barcodes for internal seeding, 

yes. 

2 Now, if Confirm customers apply PLANET codes 

to their mail pieces and the PLANET codes on those 
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pieces can be monitored, isn't it correct that that 

might also be a tool for identifying and resolving 

mail processing flow problems? 

A I think in my response to - -  hold on.  Let 

me find the response. 

(Pause. 

A I think my response to OCA-20 points out 

that while the original intent of the Postal Service 

was to use customer scans as part of our process for 

improving the mailstream, the flow of the mailstream, 

we found that due to the poor quality of the 

preshipment notification, and by that there is - -  

Q Let me interrupt you just for a second. 

A Actually, can I please finish? 

Q I didn't ask you about delivery performance 

I asked you about mail flows. 

This hearing is going to go on just an 

uncomfortably long period of time if you don't respond 

to the questions that I put to you. I did not ask you 

about delivery performance time. 

Listen carefully, please, to my question. I 

asked you whether the Postal Service could also 

identify mail flow problems by looking at the PLANET 

codes that are scanned as they move across Postal 

Service equipment. Again, I'm going to emphasize I 
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did not ask you anything about delivery time 

performance. 

A I apologize if I misinterpreted your first 

question or the way you asked the question the first 

time. 

While it is possible that the Postal Service 

could benefit from using those PLANET codes, but it 

did not find that to be the case, the Postal Service 

installed an internal seeding program and relies on 

those scans for those purposes. 

A s  such, once again this is not  my area of 

expertise, but I have a great deal of faith that my 

fellow Postal workers made a decision that allows them 

to make the process flow as smooth as possible and 

improve the performance as good as possible, as I ' m  

sure that's what the underlying qoal of the Postal 

Service is to do by reducing these costs, by improving 

performance and reducing costs. 

I can't imagine that we would have chosen to 

use internal seeding if we felt that we could get 

equal or better performance by using customer scans. 

Q Have you ever discussed with any of the 

operational experts at the Postal Service whether 

impeded mail flows, for example, could be ascertained 

by observing the scan data on customer PLANET coded 
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mail? 

A I believe in my response to OCA-20  we did 

mention that the customers have been known to use 

their scans that they receive to bring to the 

attention of the Postal Service when they thought 

there were problems with the flow of their mail, but I 

don't have any expertise and I don't have any direct 

information about whether or not - -  I mean, that's as 

much as I can respond to your question. 

Q So I think what you've just said is that 

when customers identify mail flow problems by 

observing the travel paths and the travel times for 

their own particular mail that they may bring those 

matters to the attention of Postal officials, and the 

Postal Service then may take action to correct the 

problems. Would that be a correct statement? 

A Your assumption is as good as mine in that 

I would assume. I mean, that doesn't seem 

unreasonable. 

Q Okay. If that doesn't seem unreasonable, 

would you agree that the more such information the 

Postal Service can get from mailers the better picture 

it will have of the entire mail flow system? 

A The problem is I can't answer that because I 

don't know how many complaints we get resulting from 
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Confirm that are about mail flow. I have no idea. I 

don’t know if it‘s one or if it’s a million. I would 

feel uncomfortable. 

I mean, the Postal Service has made a 

conscious effort to use internal seeding to address 

these issues. I can’t imagine the Postal Service 

would ignore a customer that called up and felt that 

there was a complaint, but I don’t know that we get a 

rich source of information from customers in that 

manner. 

Q You just don‘t know is what you‘re saying? 

It may be a rich source, but you don’t know 

personally? 

A I‘m a pricing witness. I’m not an 

operations witness. I mean, the internal seeding 

program is not a part of the Confirm product and 

doesn‘t affect the pricing of the product. I mean, 

it’s not an area that I profess any expertise in, and 

I would feel wrong to try to - -  

I mean, there are experts in the Postal 

Service on that subject matter, and there are 

operations witnesses I believe, but that’s not 

something that I would feel - -  I mean, I ’ m  not in 

operations. I would feel uncomfortable trying to do 

their job. 
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Q Okay. Let's now go to the next topic, which 

is the topic of insurance. 

A Okay. 

Q You're proposing the prices for insurance in 

this proceeding, are you not? 

A That is correct. 

Q And with the exceptian of unnumbered 

insurance, I think you're proposing that the insurance 

fees actually be lower in your proposal than current 

fees. Is that correct? 

A There are 51 fee cells in insurance. Forty- 

eight of those are proposed to go down. One of the 

three that are proposed to go up, I believe the 

increase is one percent. Yes. 

Q What are the reasons you're proposing fee 

reductions in 48 cells? 

A Over the past few years, the total cost of 

insurance, the portion of the cost for insurance that 

are associated with the indemnity, have decreased. 

For what had traditionally been numbered 

insurance, now which would be something more 

accurately called something along the lines of 

insurance requiring a signature, I chose to decrease 

the incremental fee per 100 to reflect the fact that 

the costs for indemnity have decreased, so I proposed 
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a decrease for the additional 100 fee from $1.05 to 90 

cents. 

Q Do you know the causes for the indemnity 

expense being lower in recent years than it had been 

formerly? 

A Probably part of it, I believe there's been 

a decrease in demand for the insurance products, a 

small decrease, but I think part of it is just the 

fact that the Postal Service has experienced less 

loss, less damage of the items that have been insured 

Q Is it possible that even when loss and 

damage occurs on an insured item that the Postal 

Service has made it very difficult for a claimant to 

be indemnified, and therefore ultimately the Postal 

Service does not make the indemnity payments that it 

might have if the process had run more smoothly? 

A I personally don't believe that's the case, 

but I do know that others do feel that way. 

Q What is your personal belief based on? 

A Based on some information that we submitted 

in the R2005-1 case in Transcript Volume 8-C, pages 

4 5 4 - 5 8 ,  which is a response to Douglas Carlson's 

Institutional Interrogatory No. 2 3  to the Postal 

Servi-e. 

We provided a list of claims for fiscal year 
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2004 and why claims were denied. Based on some 

analysis I did on that response, so this is 

information that is on the record, I didn't see that 

the Postal Service was particularly unfair by any 

means in responding to claims. 

Actually there were 14,000 denials in fiscal 

year 2004 that we had records for. We had some 

computer changes, and not all the information was in 

there. Out of the 14,000 that were available, out of 

the 14,000 that were denied, which is out of a total 

of I believe 82,000 that were approved, the calls f o r  

these denials - -  82,751 were paid and 14,000 were 

denied. 

Out of the 14,000 that were denied, 3,651 of 

those were denied because the claim was for the 

package not having arrived, but we have a signature on 

file for someone signing for that package. That 

accounts for 26 percent of all the claims that were 

denied. 

Twenty-three percent cf the claims were 

denied because customers, when the Postal Service 

contacted them because we needed additional 

information to resolve their claim, no additional 

information was provided or wasn't provided in a 

timely manner. 
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Twenty-six point five percent of the claims 

were denied because the claims weren't filed in a 

timely manner, so those three alone account for about 

7 5  percent of the claims. 

Q Mr. Mitchum, I ' m  going to have to interrupt 

you again because again you're trying to inundate the 

record with information that I didn't ask you for. 

A I actually - -  

Q What I asked you, and you'll have to listen 

very carefully to my question. My question was 

whether the Postal Service might have had a process in 

place that made it very difficult for insurance 

purchasers to be indemnified. 

I'll be specific here so we can save 

ourselves some time. Would yeu t.urn to OCA 

Interrogatory No. I 5  to you, please, and then go to 

Part (h)? 

A Okay. 

Q Are you there? 

A Yes. 

Q OCA asked you how many claims, insurance 

claims, are left unresolved, and your answer is, "Due 
to the manner in which the data are stored, it is not 

possible to identify the number of unresolved claims." 

Is that correct? Is that what you said? 
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A That is correct. 

Q So you were just reciting a list of facts 

for claims that were paid, were you not? 

A Actually, I was giving you information on 

claims that were resolved. 

Q Right. My initial question really related 

to claims that are unresolved. 

The Postal Service has no metric, as I 

understand it, for determining how many customers who 

initiate the claims process become discouraged by the 

processing of that claim by the Postal Service and 

just give up. Am I correct on that? 

A Actually, I believe the reason my response 

was what it was was the fact that if a customer's 

claim is denied the customer has the right to appeal, 

and until the period in which that claim has expired, 

the time period for the appeal has expired, that claim 

is considered to be unresolved. It continues on if 

the customer were to file an appeal 

After that appeal was denied, if it were 

denied, then once again there's a second appeal 

process, so until the Lime period between the first 

appeal ends and the expiration period for the filing 

of the second appeal I believe the reason that the 

information is not available is because those are 
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classified as unresolved. 

They may actually be resolved, but we don‘t 

have final resolution on them because it is possible 

that a customer may be filing an appeal. 

Q When a customer wants to submit a claim to 

the Postal Service - -  I’ll just pick out one reason - -  

for damage to an item, the customer believes that the 

item was entered in good condition and it has been 

damaged while in the custody of the Postal Service. 

Am I right that the customer has to go to a 

retail office and show a clerk the damaged item and 

the container that it was in? 

A I don’t necessarily agree with that 

statement. I’m not fully knowledgeable of the claims 

process, but I thought there was a provision for 

damage below a certain level, hut I could be wrong 

I mean, we‘re in the process of changing. 

It’s moving to an on-line claim, making on-line claims 

available. Some of the discussions I’ve had with that 

- -  unfortunately it’s possible that my facts are 

muddled between the two so I wouldn’t feel adequately 

familiar with all the steps of the claims process. 

Once again, I‘m not an operations witness. 

I’m a pricing witness. 

Q Let’s assume, subject to check, that when a 
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customer w a n t s  to make a claim for damage that the 

damage has to be inspected by a postal clerk. Would 

you accept that subject to check? 

A Sure. 

Q Okay. I believe you've answered 

interrogatories on this. I f  you can't recall, I'll 

find out where you made these statements. 

The customer then fills out the top portion 

of a claim form, and the employee is supposed to fill 

out the bottom portion of the claim form. Is that 

correct? 

A Yes, it is. 

Q There are several things that may happen in 

that situation. Let's say the customer submits and 

properly fills out the top part of the claim form. 

Is it possible that an employee may not fill 

out or may not properly fill out the bottom part of 

the claim form? Is that a possibility? 

A Anything is possible. Whether or not it's 

probable I don't have the knowledge to know, but 

anything is possible. 

Q Okay. It's also possible that even if that 

form has been filled out properly that the employee 

does not send it off ever or possibly doesn't send it 

off in a timely manner, Is that possible? 
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A It is possible, yes. 

Q And it's also possible that when the 

employee sends it off that the mail piece it has been 

placed in, that the form has been placed in, has not 

been properly addressed. Is that possible? 

A Once again, anything is possible. Yes. 

Q Up to this point in these possible scenarios 

the claim actually was never received by the 

Accounting Service Center in St. Louis, correct? 

A If you say so. Sure. I mean, if it's 

misaddressed and it ended up in the wrong place, it 

ended up in the wrong place. Yes. 

Q Okay. So it's not just because I say so. 

Is there reason to think that t.lJ.at wouldn't - -  

A One of the things I've learned since I've 

been an employee of the Postal Service is it's amazing 

how wrong an address on a letter can be, and it can 

still get to where it's going. Just because it's not 

addressed exactly correctly doesn't mean it doesn't 

end up where it's going. 

To me, it was one of the epiphanies of the 

job.  

and it can end up in the right pl-ace. 

I was shocked to see how wrong an address can be 

2 Right. So a mail pi-ce may be improperly 

addressed, and it's conceivable. Sometimes it will 
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find its way to the Accounting Service Center. 

Sometimes it will not. That's possible too, isn't it? 

A Completely. 

Q Am I right that the Postal Service wouldn't 

even count that as a claim at all, would it? 

A I don't know if it would, if it ended up in 

the Mail Recovery Center if it would end up being 

forwarded back to St. Louis or not. I don't know 

I'm not aware of the process. I mean, 

that's once again outside of my area of knowledge 

Q Right. What I ' m  positing is an insurance 

claim that never made its way to the Accounting 

Service Center. That wouldn't even be counted as a 

claim, would it? 

A No, it wouldn't, but 1 believe the Postal 

Service does tell the mailers that if they don't hear 

anything to file a second claim. It's in the manuals 

that if they don't hear anything they should file - -  

it might be in their best interest to file an 

additional claim or refile the claim. 

Q Okay. So it's possible that a claim is 

submitted and it never finds its way to the Accounting 

Service Center, so a customer has to come back to the 

retail facility and go through the process again? 

That's possible too, isn't it? 
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A It is possible, yes. 

Q And it's possible that after the paperwork 

is submitted to the Accounting Service Center they may 

deny the claim? Is that possible? 

A If they feel the claim is invalid they would 

deny it, yes. 

Q Right. Now, the customer, for his or her 

part, may feel that it is valid, and they may then 

appeal it. Is that correct? 

A That is correct. 

Q And chances are they'd have to send 

additional information to the Accounting Service 

Center, true? 

A True. 

Q And if the claim continues, if the appeal is 

denied then the customer has one more chance to bring 

an appeal to the Consumer Advocate of the Postal 

Service, correct? 

A Yes. 

Q And that may be denied also, right? 

A If it was felt after being investigated by a 

staff that goes through, in my opinion and my 

experience, and makes an incredible effort to validate 

whether or not the claim should be - -  they look at it 

very sincerely, and if they still feel after looking 
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at it that it needs to be denied then yes, they will 

deny it. 

Q Right. So customers through a series of 

unfortunate events, sometimes not their misfortune, 

but Postal Service inappropriate actions with an 

insurance claim, it‘s possible that customers may get 

discouraged and just give up pursuing the claim to its 

conclusion? 

A While that is a possibility, it’s also 

possible that the person is filing a fraudulent claim, 

and they are not continuing the process because they 

don’t want to be found committing fraud. Yes, it is 

possible also that they get discouraged. 

Q Right. Do you know how many instances of 

fraud there are on the part of customers? 

A Actually, I would guess that you could 

classify - -  I mean, I don’t want to blanket our 

customers by calling them fraudulent, but, as I noted 

before based on the information we filed in response 

to Mr. Carlson, 26 percent of all denials are because 

the customer claimed that the item hadn‘t been 

delivered, and we have a signature on file. Would I 

say that means there’s a significant amount? 

Additionally, another 3 . 7  percent of the 

claims, they file a receipt that’s dated after the 
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item was mailed. If you consider that to be 

fraudulent, which it may or may not be, that's 30 

percent right there. 

I think that means the Postal Service needs 

to be very diligent in making sure that it only pays 

claims that are valid and that we do have customers 

that do try to commit fraud. 

We have an inspection service because people 

are bad people. Not all their time is devoted to try 

to capture people that are defrauding us of insurance. 

but there are bad people in the world, and we need to 

make an effort. 

If we don't make any effort to catch 

fraudulent claims then we end up paying all claims, 

and then the cost of insurance goes up even more and 

people figure out that we're going to pay all claims, 

and then more fraudulent people are going to start 

filing insurance. 

I don't think that the Postal Service is 

remiss in assuming that we do have some fraudulent 

claims. 

Q If you look at the Postal Service's attitude 

towards payment of claims on a continuum, you spoke 

about one end of the continuum where the Postal 

Service would accept any kind of evidence that a 

Heritage Reporting Corporation 
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claimant would submit and there would be rampant 

fraud. The Postal Service would overpay and pay when 

it wasn't appropriate to pay on insurance claims. 

A Okay. 

Q Is it possible that the Postal Service's 

treatment of insurance claimants may actually lie at 

the other end of the continuum where the Postal 

Service has honest, decent people who have used the 

Postal Service in good faith and because of this high 

level of mistrust or because of ineptitude in the way 

the insurance claim is processed may make it so 

difficult for claimants that many of them just give 

up, and therefore the Postal Service doesn't need to 

indemnify those customers? 

A I ' m  not going to claim that the Postal 

Service doesn't make mistakes in the way it handles 

some claims. 

I don't think that anybody is perfect. I 

don't think the Postal Service should be expected to 

be perfect. I mean, we should strive for perfection, 

but I think it's unrealistic to think that we're going 

to handle 100,000 claims without making any errors. 

Additionally, we recognize that there are 

problems and there have been problems in the way 

claims are processed. They're in the process of 

Heritage Reporting Corporation 
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implementing an on-line claims process which will 

allow customers to fill out their claim form on line. 

They will not be allowed to submit their 

claim unless they have all the iafonnation provided, 

which will get rid of one of the problems that we 

have, which accounts for I think 23 or 26 percent of 

all claims is that the mailers fail to provide 

additional information that's needed after we request 

it. 

The claim will automatically be sent to St. 

Louis, and it will be started in the system of whether 

or not it's going to be in the adjudication process. 

The Postal Service does recognize there's a problem, 

but it's not like we are not taking it very seriously. 

This is a very expensive undertaking for the 

Postal Service, and we don't want to end up rolling 

out an on-line claim system that doesn't allow the 

customer to feel confident. We don't want a customer 

to end up with a bad experience because they filed a 

claim on line and we have a bug, so we want to make 

sure when we roll it out that it rolls out correctly. 

We expect it will reduce the time for claim 

processing substantially because a couple of the big 

areas that we have problems in will go away. The 

claims will be submitted accurately by the customer, 
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and the claims will be submitted timely. 

I mean, this is something that the Postal 

Service is trying to resolve, and we think we're 

making a very sincere effort to do it in the most 

efficient way possible. 

Q Mr. Mitchum, I'm going to have to question 

how serious the Postal Service is about perfecting its 

processing of insurance claims 

We asked you, and I don't have the 

interrogatory in front of me. If you want to refer to 

it I'll try to find it. OCA asked you whether the 

Postal Service separately identifies complaints about 

insurance and does something in response to that. 

Do you recall what your answer was to that 

quest ion? 

A I believe my response to that question was a 

reference to another interrogatDq- that was responded 

to. 

There were very few interrogatories on 

insurance, unlike Confirm, so I'm sure I can find my 

response rather quickly. 

Q I think we would be very pleased with a 

reduced time. 

Let me interrupt just for a second. I can 

cut this short a little bit. I did find our response 

Heritage Reporting Corporation 
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to an OCA interrogatory. I placed it under my 

notebook here. 

Could you turn your attention to your 

response to OCA Interrogatory No. 77, please? 

A Sure. 

Q OCA asked you to file as a library reference 

the 500 most recent insurance complaints submitted to 

the Postal Service, and your answer was, "The 

information is not available because records of 

complaints are not identified by special service." 

Was that your answer? 

A Yes, it was. 

Q And that means that ti-e Posta l  Service does 

not make any effort that you can share with us to 

identify complaints about insurance and thereby take 

action on them? Am I correct? 

A I would not be ,able ts answer that. I mean, 

I can't respond to that. 

I would assume that when a complaint comes 

in the Postal Service addresses each complaint or at 

least reviews each complaint. I don't know. I'm not 

the one that maintains that database. I don't know 

why the data is handled as it is. 

All I can do is respond with what I was 

told, and what I was told was the information is not 
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available because the records of complaints are not 

identified by special service. which to some extent 

makes sense because how do you classify something that 

was a piece of Priority Mail that had insurance, was 

certified with insurance and had delivery 

confirmation? 

Is that four different records, or is that 

one record? Is it unnumbered insurance or numbered 

insurance? I mean, it gets difficult, and I don't 

know how the complaints were resolved. 

They may deem that it's not necessary to 

maintain them in that manner, or they may have - -  you 

know, this is way outside of my area of knowledge. 

Q All right. The fact is that it sounds like 

you speculate that it's difficult for the Postal 

Service to manage more than one product characteristic 

at a time. They can't deal with Priority Mail that 

has insurance added and therefore can't systematically 

identify insurance complaints. Is that your 

speculation? 

A No. I'm saying that it may not be as simple 

as it appears on the face, and there may be reasons 

for why they're doing it. 

Once again, I'm not an expert. I don't work 

in the Consumer Affairs Office. I'm not sure how the 
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complaints are handled. I'm a pricing witness. 

Q Well, whether it's simple or hard to do it, 

the fact is the Postal Service doesn't do it, and 

that's what your answer tells u s ,  right? 

A To the best of my understanding, the data 

wasn't available. Yes. 

BY MS. DREIFUSS: 

Q Could you turn to your answer to OCA 

Interrogatory No. 74, please? I'm sorry. Not No. ? 4 ,  

No. 7 3 .  

A Okay. 

Q In this interrogatory OCA asked you to 31':e 

a detailed description of the training given to postal 

clerks on how to submit an insurance claim on behalf 

of claimants. Is that correct? 

A In which portion of that? 

Q That's the initial part of the question, the 

very first statement in the question. Give a detailed 

description of the training given to postal clerks on 

how to submit an insurance claim on behalf of 

claimants. Is that what we ask you? 

A Which interrogatory was that again? 

Q OCA NO. 13 tO YOU. 

A I'm sorry. I don't believe I have that one. 

If it was filed I think we filed it after I finished 
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puttinq my book together. 

Q Okay. I may have another copy. If you want 

me to get it out I’ll locate the second copy. 

A If you wouldn‘t mind I’d appreciate that. 

CHAIRMAN OMAS: Does counsel have a copy to 

give the witness? 

(Nonverbal response.) 

CHAIRMAN OMAS: Thank you, Mr. Rubin. 

THE WITNESS: I apologize to the 

Commissioners for the oversight. 

CHAIRMAN OMAS: That‘s okay. 

Thank you, Mr. Rubin. 

THE WITNESS: I apologize as well - -  

BY MS. DREIFUSS: 

Q Do you have it in front of you now? 

A Y e s ,  ma’am. 

Q Okay. So OCA said give a detailed 

description of the training given to postal clerks on 

how to submit an insurance claim on behalf of 

claimants. Am I right that‘s the first part of our 

question? 

A Yes. 

Q We then say provide all training materials, 

and we then ask you how many hours of training are 

required and we finish up by saying or asking how 
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( 2 0 2 )  628-4888 



4204 

often are clerks tested to see if they have a good 

understanding of how to process an insurance claim? 

Would I be correct in surmising that what you provided 

would be a full answer to that question? 

All that, the training of postal clerks, is 

contained in these several pages that were attached to 

the response? 

A To the best of my knowledge that's true. 

Q There's some kind of testing at the end of a 

two week period which involves other training than 

with respect to insurance claims. Is that correct? 

A I believe it's a twc week training process 

for the clerks and part of which is how to handle 

claims. Yes. 

Q Okay. Then at the end of the two weeks the 

clerks are tested? 

A That is my understanding. 

Q Do you know what happens if they don't pass 

the test? 

A No, I do not. 

Q At any rate once that training period is 

over, the two weeks, there's no additional testing of 
a clerk's understanding of how to process an insurance 

clairc,. Is that what your answer says? 

A Yes, it is. 
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Q Do you know of any other programs in the 

Postal Service to monitor how well clerks are 

processing insurance claims or starting that process? 

A Well, just a second. I believe you 

requested that I review the POM Section 147, which I 

think you intended to be 1 4 6 ,  and it appears to me 

there's a quarterly review about how claims are being 

handled, so I would assume that is what - -  I mean, if 

there is something I would assume that's it. 

Q Yes. I noticed the quarterly review, also. 

Did you investigate that at all to see whether those 

quarterly reviews are as faithfully produced in e..'er:. 

office where insurance claims are processed? 

A This was brought to my attention. I think 

you requested David give it to me yesterday and in 

preparing it did not unfortunately - -  other than 

reading what you provided I did not have any time to 

investigate. 

MS. DREIFUSS: I have no further questions, 

Mr. Chairman. 

CHAIRMAN OMAS: Thank you, Ms. Dreifuss. 

Is there anyone else who wishes to cross- 

examine Witness Mitchum? 

(No response.) 

CHAIRMAN OMAS: Are there any questions from 
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the bench? 

(No response. ) 

CHAIRMAN O W :  Mr. Rubin, that being the 

case would you like some time with your witness? 

MR. RUBIN: We could use five minutes or 

maybe we can - -  

CHAIRMAN O W :  No. I plan to do a break 

with it. You do need time? 

MR. RUBIN: Yes. 

CHAIRMAN OMAS: Okay. That being the case 

let's come back at 11:20, okay? Thank you. 

(Whereupon, a short recess was taken.) 

CHAIRMAN OMAS: Would you please be seated. 

Mr. Rubin? 

MR. RUBIN: Thank  yo^. 

REDIRECT EXAMINATION 

BY MR. RUBIN: 

Q Mr. Mitchum, in discussing your response to 

MMA Interrogatory No. 4 you referred to 300,000 pieces 

of mail being tracked at the second highest level in 

the table in that response. Was that a proper 

reference? 

A No. I think I actually also said that it 

750,000 SCANS and it was supposed to be 750 

ion SCANS and 300 million pieces. 
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questions. 
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Thank you. I have no further 

S :  Is there any re-cross? 

(No response. ) 

CHAIRMAN OMAS: There being none, Mr. 

Mitchum, that completes your testimony here today. We 

thank you for your contribution and your candor and 

you did a great job on your first appearance before 

us. Thank you. You are now excused. 

THE WITNESS: Thank you very much. 

(Witness excused.) 

CHAIRMAN OMAS: Mr. Heselton, will you 

please introduce your witness? 

MR. HESELTON: Thank you, Mr. Chairman. The 

Postal Service calls Marc A .  Smith to the stand. 

CHAIRMAN OMAS: Mr. Smith, would you please 

raise your right hand? 

Whereupon, 

MARC A .  SMITH 

having been duly sworn, was called as a 

witness and was examined and testified as follows: 

CHAIRMAN OMAs: Thank you. Please be 

seated. 

(The document referred to was 

marked for identification as 

Heritage Reporting Corporation 
( 2 0 2 )  628-4888 



4208 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

1 3  

1 4  

1 5  

1 6  

1 7  

1 8  

1 9  

2 0  

2 1  

22 

23 

24 

25 

Exhibit No. USPS-T-13.) 

DIRECT EXAMINATION 

BY M R .  HESELTON: 

Q Mr. Smith, earlier I handed you two copies 

of a document entitled direct testimony of Marc A .  

Smith on behalf of the United States Postal Service 

marked as USPS-T-13. I'm now giving these copies to 

the reporters. Did you have a chance to examine them? 

A Yes, I did. 

Q Was this testimony prepared under you or 

under your direction? 

A Yes. it was. 

Q Do you have any changes or corrections to 

make at this time? 

A No, I do not. 

Q So if you were to testify orally today your 

testimony would be the same? 

A Yes. 

MR. HESELTON: Mr. Chairman, I ask that the 

direct testimony of Marc A. Smith on behalf of the 

United States Postal Service marked as USPS-T-13 be 

received as evidence at this time. 

CHAIRMAN OMAS: Is there any objection? 

(No response. ) 

CHAIRMAN OMAS: Hearing none I will direct 

Heritage Reporting Corporation 
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counsel to provide the reporter with two copies of the 

corrected direct testimony of Marc A. Smith. That 

testimony is received into evidence. However, as is 

our practice it will not be transcribed 

(The document referred to, 

previously identified as 

Exhibit NO. USPS-T-13, was 

received in evidence.) 

(The document referred to was 

marked for identification as 

Exhibit No. USPS-T-13.) 

CHAIRMAN OMAS: Mr. Smith, have you had an 

opportunity to examine the packet of designated 

written cross-examination provided to you this 

morning? 

THE WITNESS: Yes, I have. 

CHAIRMAN OMAS: If those questions contained 

in that packet were asked to you orally today would 

your responses be the same? 

THE WITNESS: Yes, they would. 

CHAIRMAN OMAS: Are there any corrections or 

additions you would like to make to those answers? 

THE WITNESS: No. No, sir. 

CHAIRMAN OMAS: Thank you. 

Counsel, would you please provide two copies 
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of the corrected designated written cross-examination 

of the Witness Smith to the reporter. That material 

is received into evidence and is to be transcribed 

into the record. 

(The document referred to, 

previously identified as 

Exhibit No. USPS-T-13, was 

received in evidence.) 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON. DC 20268-0001 

Postal Rate and Fee Changes, 2006 Docket No. R2006-1 

DESIGNATION OF WRllTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS MARC A. SMITH 
(USPS-T-13) 

Party 

Alliance of Nonprofit Mailers 

American Bankers Association and 
National Association of Presort 
Mailers 

American Postal Workers Union, AFL- 
CIO 

jreeting Card Association 

Magazine Publishers of America 

Major Mailers Association 

Office of the Consumer Advocate 

Parcel Shippers Association 

In terrwatories 

MPAIUSPS-Tl3-1 

ABA-NAPM/USPS-T 13-1 -2 

ABA-NAPM/USPS-T22-11 c redirected to T 13 

APWU/USPS-Tl3-1-2 

GCAJUSPS-T13-1-2 

MPAJUSPS-TI 3-1 

MMAIUSPS-TI 3-1-2 
MMAJUSPS-T22-2a redirected to T13 

APW UIUSPS-TI 3-: 
PSNUSPS-T13-2. 6-9 

PRCIUSPS-POIR No.10 - Q02. 03, 04 redirected to 
T13 
PSAJUSPS-T13-la, c-e, 2-14 
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Party 

Postal Rate Commission 

lntenoqatories 

ABA-NAPMIUSPS-T13-1-2 
ABA-NAPWUSPS-T22-1 IC redirected lo T13 

GCAIUSPS-T13-1-2 
MMNUSPS-T13-1-2 
MMAIUSPST22-2a redirected to T13 

MPNUSPS-T4-1 redirected to T13 
MPAIUSPS-T~Z-~C redirected to T13 

APWU/USPST151-2 

MPNUSPS-T13-1 

PRCIUSPS-POIR NO 4 - 001. 02.16. 17. 
POlR NO 6 - 003. 05. POlR NO 8 - 003. 
POlR No 10 - 002. 03. 04 redirected to T13 
PSNUSPS-T 13- 1 a. c-e. 2-1 4 
PSNUSPS-T4-lb redirected to T13 
VP/USPS-T13-1 

United Parcel Service PSAIUSPS-T13-3 

Valpak Direct Marketing Systems. Inc. 
and Valpak Dealers' Association Inc. 

VPIUSPS-T13-1 

Respectfully submitted. 

Secretary 
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INTERROGATORY RESPONSES OF 
UNITED STATES POSTAL SERVICE 
WITNESS MARC A. SMITH (T-13) 

DESIGNATED AS WRITTEN CROSS-EXAMINATION 

Interroqatoq 

ABA-NAPMIUSPS-TI 3-1 
ABA-NAPMIUSPS-TI 3-2 
ABA-NAPMIUSPS-T22-1 IC redirected to T13 
APW UIUSPS-T13-1 
APWUIUSPS-T13-2 
G CAIU S PS-T 1 3- 1 
GCAIUSPS-T13-2 
MMAIUSPS-TI 3-1 
MMAIUSPS-TI 3-2 
MMAIUSPS-T22-2a redirected to T13 

MPAIUSPS-T4-1 redirected to T13 
MPAJUSPS-T~Z-~C redirected to T13 
PRCIUSPS-POIR No.10 - Q02 redirected lo T13 
PRCIUSPS-POIR No.10 - Q03 redirecled to T13 
PRCIUSPS-POIR No.10 - Q04 redirecled lo T13 
PRCIUSPS-POIR No.4 - Q01 redirecled lo T13 
PRCIUSPS-POIR No.4 - Q02 redirected to T13 
PRCIUSPS-POIR No.4 - Q16 redirected to T13 
PRCIUSPS-POIR No.4 - 017 redirected to T13 
PRCIUSPS-POIR No.6 - Q03 redirected to T13 
PRCIUSPS-POIR No.6 - Q05 redirected to T13 
PRCIUSPS-POIR No.8 - Q03 redirected to T13 
PSAIUSPS-TI 3- la 

MPNUSPS-T13-1 

PSNUSPS-TI 3- lc 
PSNUSPS-TI 3-Id 
PSAIUSPS-T13-le 
PSNUSPS-TI 3-2 
PSAIUSPS-T13-3 
PSAIUSPS-TI 3-4 
PSAIUSPS-TI 3-5 
PSAIUSPS-TI 3-6 

Desiqnatinq Parties 

ABA-NAPM. PRC 
ABA-NAPM. PRC 

APWU. OCA, PRC 
APWU. PRC 
GCA, PRC 
GCA. PRC 
MMA, PRC 
MMA. PRC 
MMA. PRC 
ANM. MPA. PRC 
PRC 
PRC 
PRC. PSA 
PRC. PSA 
PRC. PSA 
PRC 
PRC 
PRC 
PRC 
PRC 
PRC 
PRC 
PRC. PSA 
PRC. PSA 
PRC, PSA 
PRC, PSA 
OCA, PRC. PSA 
PRC. PSA. UPS 
PRC. PSA 
PRC. PSA 
OCA, PRC, PSA 

ABA-NAPM, PRC 
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Interroqatory 

PSAJUSPS-T13-7 
PsAJusPs-Ti 3-a 
PSAJUSPS-TI 3-9 
PSNUSPS-T13-10 
PSNUSPS-T13-11 
PSAIUSPS-T13-12 
PSNUSPS-TI 3-1 3 
PSNUSPS-T13-14 
PSNUSPST4-lb redirected to T13 
VPIUSPS-TI 3-1 

Desiqnatinq Parties 

OCA, PRC, PSA 
OCA. PRC. PSA 
OCA. PRC. PSA 
PRC. PSA 
PRC. PSA 
PRC, PSA 
PRC. PSA 
PRC. PSA 
PRC 
PRC. Valpak 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF AMERICAN BANKERS ASSOCIATION AND 

NATIONAL ASSOCIATION OF PRESORT MAILERS 

ABA-NAPMIUSPS-1-13-1. In the PRC version of your mail processing cost pool 
spread sheet. you have provided FY2005 base year unit costs by cost pool and 
calculated tolal. See LR-L-99, file shp05prc.xls. In the USPS version, however, 
you have not provided the corresponding table for FY2005 base year unit costs. 
See LR-L-53. Please provide lhal table with the same labels for rows as used in 
your table for TY2008 unit mail processing costs by cost pool and calculated 
total. 

RESPONSE: 

The requested table is provided in Library Reference USPS LR-L-143, “Base 

Year Mail Processing Costs by Shape. USPS Version.’ 
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R h P O N S E  OF YOSI'AL SERVICE WII'NESS MARC A. SMlTll TO 
INTERROGATORY OF AMERICAN BANKERS ASSOClr\TlON ANI) 

NATIONAL ASSOCIATION OF PRESORT hl,\lLEHS 

ABA-NAPMNSPST13-2. 
In LR-L-99, you provide the unit mail processing costs for First Class Single 
PiGce Metered Letters in this case using the PRC melhodology. Please provide 
the same information as found in PRC TY Letlers (4). pages 1 lhrough 5. by cost 
pool and total using the USPS methodology. 

RESPONSE: 

This information is provided in my response to APWU/USPS-Tl3-2. See 

spreadsheet SmilhAtlachmenlQ2.xls. sheet Letters (4), row 47. See also wilness 

Van-Ty-Smith's response lo APWUIUSPS-T11-1, which confirms the First-Class 

single-piece metered mail volume variable mail processing labor costs provided 

by APWU~ These labor costs were used in the spreadsheet 

SmithAttachmentQ2,xls (on sheet Letters, row 51) lo obtain Ihe resulls on sheet 

Letters (4). row 47. 
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RESPONSE OF POSTAL SERVlCE WlTNESS MARC A. SMITH, USPS-T-13. 
TO INTERROGATORY OF AMERICAN BANKERS ASSOCIATION AND 

NATlONAL ASSOCIATION OF PRESORT MAILERS, 
REDIRECTED FROM WITNESS ABDIRAHMAN 

ABA-NAPM/USPS-T22-11. Attached please find two figures from USPS witness 
Shah's testimony in N2006-1, one labeled 'Current Network Complexities", the 
other labeled "Network Simplification". 
(a) To what degree are the current network complexities reflected in your mail 
flow and cost models, or excluded from them? 
(b) On page 3 of his testimony in N2006-1, USPS wtness Shah refers to 
"complexities and redundancies of today's network" Do your mail flow models 
and cost models fully reflect those redundancies7 If so. please explain exactly 
where in your models the redundancies are modeled. If not. why do your models 
not reflect the current redundancies? 
(c) Please confirm that the CRA costs must reflect current network complexities 
and redundancies? Explain fully any failure to confirm without qualification. 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH, USPS-1-13. 
TO INTERROGATORY OF AMERICAN BANKERS ASSOCIATION AND 

NATIONAL ASSOCIATION OF PRESORT MAILERS, 
REDIRECTED FROM WITNESS ABDIRAHMAN 

Response: 

a,- b. Answered by witness Abdirahman 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH, USPS-T-13, 
TO INTERROGATORY OF AMERICAN BANKERS ASSOCIATION AND 

NATIONAL ASSOCIATION OF PRESORT MAILERS, 
REDIRECTED FROM WITNESS ABDIRAHMAN 

c. I confirm that the FY 2005 CRA reflects conditions as they were in FY 

2005. I have no position on whether or not there were "network 

complexities and redundancies" in FY 2005. If one takes as a given that 

there were "network complexities and redundancies" in FY 2005, then the 

FY 2005 CRA reflects them 
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RE5PONSE OF PGSTAL SERVICE JViThl355 MnRC A. Sr4iin ?O 
INTERROGATORY OF AMERICAN POSTAL WORKERS UNION. AFL-CIO 

APWU/USPS-TI 3-1 

APWUNSPS- T13-1 On page 33 of your testimony at 13-14. you slate "I adjust 
labor costs for each cost pool for the percentage change in the costs projected 
between the base year and the test year. This approximates the wage escalation. 
mail volume changes by subclass, and cost reductions and other program 
adjustments that witness Waterbury has employed in developing test year before 
rates costs." 
a) Does witness Waterbury provide these changes for each cost pool? If so. 

b) If not. please describe the steps you take lo determine each cost pool 
please indicate where those are shown in the testimony. 

escalation factor in your calculations. 

RESPONSE: 

a. No 

b~ This calculation is shown in USPS LR-L-52. page 50 (also spreadsheet 

MPPGBY08.xls. sheet "E"). First, the starting point is column 1 of this 

page, which contains the base year volume variable mail processing labor 

costs by cost pool from witness Van-Ty-Smith. USPS-T-11, Table 1 

These costs total $12,703,875,000. Second, column 4 provides estimates 

of the test year changes in volume variable labur costs due to Other 

Programs and Cost Reductions. as well as projected equipment 

deployments and removals. These estimates are made using the 

information from USPS LR-L-49, spreadsheet L49-R2006-8.xls, along 

with additional information from Engineering. 7-he total impact of cost 

reductions and other programs for all cost pools is a savings of 

$1,156,717,000. Third, a factor, 1.0782. is developed to reflect the 

increase in costs due to the rise in costs per workhour and volume levels 

and offsetting general producfivify improvements. This factor is calculaled 

so that the test year volume variable mail processing labor cost for all the 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF AMERICAN POSTAL WORKERS UNION, AFL-CIO 

APWUIUSPS-TI 3-1 

cost pools sums to the total volume variable mail processing labor cost in 

the test year before rates rollfoward provided by witness Walerbury, in 

USPSlOJ. which is $12,540,395,000. Fourth. this factor is applied to 

column 1 to obtain the wagelvolume adjusted costs in column 3. 

Combining column 3 (wage/volume adjusled costs) and column 4 (other 

programs and cost reductions) provides Ihe test year volume variable mail 

processing labor costs by cos1 pool in column 6. Column 6 totals lo 

$12,540,395,000, consistent with the costs provided by witness Walerbury 

in USPS-1OJ. The cost ratios employed to adjust the costs by cos1 pool 

which you reference above (for use in the calculations of mail processmg 

costs by shape in shp08usps.xls in USPS LR-L-53) are the ratio of lest 

year lo base year volume variable marl processing labor cosls by cost pool 

(column 6 divided by column 1). 

.. ~~ 
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- 
3 - w O N S E  OF POSTALWVICE WITNESSM-ARCS%rTH TO 
INTERROGATORY OF AMERICAN POSTAL WORKERS UNION. AFL-CIO 

APWUIUSPS-T13-2 

APWUNSPS- T132 Please examine the response to APWUIUSPS-TI 1 - 1 .  If 
these data had been generated by witness Van-Ty-Smith and provided to you. 
please confirm that they would generate the per piece velume variable costs for 
First Class metered leffer-shaped mail (USPS version) for Ihe FY '08 Test Year 
shown on the last line of the attached table. assuming the methodology you 
employed in R2005-1 was followed. If you can not confirm. please provide the 
corrected numbers and show how those numbers were generaled. 

RESPONSE: 

Confirmed 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF THE GREETING CARD ASSOCIATION 

GCNUSPS-113-1 

GCAIUSPS-T13-1. Please refer to Part IV and Attachment 14 of your prefiled 
testimony. Please explain how you have defined the terms "letter." "card," and 
"flat" as you use them in developing Test Year mail processing unit costs by 
shape for single-piece First Class Mail. 

RESPONSE: 

I rely on the shape definitions employed in the volume and cost systems from 

which I draw my data. The shape definitions for the LR-L-87 RPW volumes by 

shape for First-Class single piece mail are provided in Docket No. R2005-1. LR- 

K-22. Data Collection User's Guide for Revenue, Volume and Performance 

Measiiremenf Systems, Handbook F-75, pages 3-67, 3-68, and 3-187 lo 3-189 

The shape definitions for the In-Office Cost System (IOCS) are provided in LR-L 

21, Data Collection User's Guide for In-Office Cost Sysfem. Handbook F-45. 
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pages 8-5 to 8-8, 



RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF THE GREETING CARD ASSOCIATION 

GCNUSPS-TI 3-2 

GCNUSPS-T13-2 In your analysis of Test Year mail processing unit costs by 
shape, as reflected in Attachment 14, would a single-piece First-class letter 
which (i) weighs one ounce or less, and (ii) is less than 11.5 in. by 6.125 in. by 
0.25 in. thick, but (jii) has an aspect ratio less than 1:1.3 or greater than 1:2.5 be 
counted as a "letter" or as a "flat"? Please explain your answer fully. 

RESPONSE: 

I assume that by (ii) you mean to describe a piece that does not exceed the size 

limits for the letter shape definition. Given this interprelation of the question it is 

my understanding that such a piece would be considered a letter in both the In- 

Office Cost System (IOCS) and in the LR-L-87 RPW volumes by shape. So such 

a piece would be counted as a letter. 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORIES OF MAJOR MAILERS ASSOCIATION 

MMAIUSPS-T13-I 

Please refer to Library Reference USPS-LR-L-99, which uses the PRC attributable cost 
methodology lo  derive cost pools in much the same way that Library Reference USPS- 
LR-L-53 does using the Postal Service's attributable cost methodology. It appears that 
several columns are missing on tab page "Letters (4)." Please explain why these 
columns are missing and provide an Excel file with those columns included. 

RESPONSE: 

I believe you are referring to columns which have been unintentionally hidden, but are 

present in the LR-L-99 spreadsheets for mail processing cost by shape. The 

spreadsheets used for LR-L-53 and LR-L-99 mail processing costs by shape are 

identical in their alignment of columns and most rows. The different sets of mail 

processing labor cost pools for the PRC and USPS versions have been accornmodaled 

by leaving blank and hiding the unused cost pool columns. In preparing LR-L-99 

spreadsheets shp05prc.xls and shp08prc.xls. the additional cost pools (or columns) 

used in the PRC version of mail processing labor costs were erroneously hidden. All 

columns on Sheet "Letters (4)" (or other sheets) can be unhidden by highlighting one 

row of the full range of columns that are visible and using the tool bar menu "Format," 

then "Column" and select "Unhide." The unit cost summations across all cost pools do 

include the hidden columns, so the results will not change. spreadsheets shp05prc.xls 

and shp08prc.xls, showing the hidden columns, will be filed in revisions to Library 

Reference USPS LR-L-99. 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORIES OF MAJOR MAILERS ASSOCIATION 

MMAIUSPS-113-2 

Please refer to page 40 of your direct testimony where you indicate lhal USPS witness 
Taufique discusses the Postal Service's reason for includino cosls for single piece 
metered mail in Library Reference USPS-LR-L-99, which is based on the Commission's 
attributable cost methodology, but not in Library Reference USPS-CR-L-53, which is 
based on the Postal Service's attributable cost methodology. Please stale exactly 
where in witness Taufique's direcl testimony this topic is discussed and explain why the 
unit costs for single piece metered mail were excluded from Library Reference USPS- 
LR-L-53. 

RESPONSE: 

Witness Taufique. USPS-T32, at pages 12-17 discusses his proposed new approach for 

designing First-Class workshare rates. It is my underslanding that the unit cosls for 

First-class single piece metered letters are not required by wilness Taufique for his rnlc 

design. so I don't include lhem in USPS LR-L-53 The reference on page 40 of m y  

testimony to witness Taufique was in relation to no longer providing First-Class single 

piece metered letters unit costs in USPS LR-L-53. and did not relale lo USPS LR-L-99 

The inclusion of these costs in USPS LR-L-99 is consistent wilh past PRC practice and 

is not part of my testimony or, as far as I'm aware, that of witness Taufique 
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R2005-1 Associaled 
CRA TY Unit Volume 

Rate Calegory cost ($) (000) 

Nonaulomation . -~ ___ 0.1897 1.949.367- 

Carrier Route 

Standard: .. 

Aulomalion 

Firsl-Class: 
~ ~~~~~~~~~ .~. 
_ _ ~ ~  - . 

~ Automation(Noar R I L  

Presorted - 

0.0350 .~ 43.841.671 
0.0186 718,203 

46,509.242 
.____ 

_. 
Nonaulomation 0.1626 3.517.027 

0.0340 44.600.687 
Presorted 48.318.487 

~ ~ _ _ _ _ -  
__ 

Combined 
Tolal Cos1 Unit Cos1 

(1)x(3)  (3)1(2) 
($000)  ($) 

~~ - ~.___ 
369.707 ~. ~ - 

L534.799~~~~ ~ 

13.352 . 

1.917.859 0~0412 

571.957 
1.51 5.895 

2,087,853 0.0434 
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Response of United States Postal Service Wilness Marc A. Smith. USPS-T13. 
To Interrogatory of Major Mailers Associalion 

Redirected from Witness Abdirahman 

E. Pfease confirm that. for Firsl-Class presorted lellers. the Iota1 unit 
processing cost is expecled to increase by 11.4% (4 59/4.12 - 1  .OO) 
between the R2005-1 test year (2006) and the R2006-1 test year (2008). 
If not, please provide Ihe correct percenlage increase. 

F. Please confirm that, for Standard presoried lelters. the total unit 
processing cost is expecled lo decrease by 6 5% (4.0614.34 -1.00) 
between the R2005-1 test year (2006) and Ihe R2006-1 test year (2008). 
If not. please provide the correct percenlage increase. 

Response. 

A. No, the Postal Service has not combined aulo arid non-aulo costs within the 

In-Office Cos1 System. as discussed in wilness Crigler's response to 

MMNUSPS-T1-1. Separate auto and rion-auto costs are provided in USPS 

LR-L-151 

B.-C. Answered by witness Abdirahman 

D. Answered by wilness Bozzo, USPS-T46 

E.-F. Answered by witness Abdirahman 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF MAGAZINE PUBLISHERS OF AMERICA, INC., AND 

ALLIANCE OF NONPROFIT MAILERS 

MPNUSPST13-1. Please refer to your attachment lo PSNUSPST13-3. your 
response to PSAfUSPS-T13-9(d), and page 41 of USPS-LR-L-43. 

(a) Do you believe that the mosl likely explanation for Ihe difference between the 
RPW estimate of 1.8 million Periodicals Outside Counly parcels and the ODIS estimate 
of 36.6 million Periodicals Outside County parcels is lhal ODIS records Periodicals 
Outside County automation flats that are between X inch and 1% lhick as parcels, and 
RPW records these mailpieces as flats? If not confirmed. please explain fully. 

(b) Please confirm that IOCS records the costs for Periodicals Outside County 
automalion flats behween % inch and 1% thick as Periodicals Outside County parcel 
costs. If not confirmed. please explain fully. 

(c) Please confirm that the vast majority 01 mail processing costs reported for 
Periodicals Outside County parcels are probably incurred processing Periodicals 
Oulside County flats. If not confirmed, please explain fully. 

pool for each of the cost pools shown on page 41 of USPS-LR-L-43 Produce 
(d) Please provide the unit cost for Periodicals Oulside County nonlelters by (.os1 

documents sufficient to verify your response. 

RESPONSE: 

a. I do not know. As indicated in my response to PSA JSPS- 3-3. I have only 

looked into these sorts of issues wilh regard to Standard Regular It may be 

of help to see the response of witness Harahush !o POlR No. 5. queslion 16. 

part b. 

b. Confirmed. 

c. I do not know. See my response to PSNUSPS-Tl3-1. part e. 

This is provided in the attachment. The attached spreadsheet. Periodicals 

Outside County Non-Letters.xls, confains the calculations using data from 

d. 

s ~ ~ O ~ U S ~ S . X I S  Of USPS LR-L-53. 



ATTACHMENT TO MPAIUSPS-113.1 
l O F P  

RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF MAGAZINE PUBLISHERS ASSOCIATION, INC 

TEST YEAR MAIL PROCESSING UNIT COSTS 
BY COST POOL FOR NON.LETTERS 

NOTE: COSTS INCLUDE LABOR AND PIGGYBACK COSTS 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A .  SMITH TO 
INTERROGATORY OF MAGAZINE PUBLISHERS ASSOCIATION. INC. 

AlTACHMENT TO MPAIUSPS.Tl3.1 
I OF P 

TEST YEAR MAIL PROCESSING UNIT COSTS 
BY COST POOL FOR NON.LETTERS 

94 J29 

NOTE. COSTS INCLUDE LABOR AND PIGGYBACK COSTS 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A .  SMITH TO 
INTERROGATORY OF MAGAZINE PUBLISHERS ASSOCIATION, INC. 

TEST YEAR MAIL PROCESSING UNIT COSTS 
BY COST POOL FOR NON-LETTERS 
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NOTE: COSTS INCLUDE LABOR AND PIGGYBACK COSTS 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF MAGAZINE PUBLISHERS OF AMERICA, INC.. AND 

ALLIANCE OF NONPROFIT MAILERS, REDIRECTED FROM WITNESS 
HARAHUSH 

MPAIUSPS-14-1. This question refers to: 

0 USPS-T-13, Attachment 13, which shows a unit P?riodical Outside County 
cost for parcels of approximately $26. 

0 The attachment to PSNUSPS-T13-3. which shows an RPW volume 
estimate of 1.8 million Periodicals Outside County parcels and an ODIS 
volume estimate of 36.6 million Periodicals Outside County parcels. 

Your response to POIR No. 5. Question 16(b). where you state: "There 
are other instances where Periodicals may show as flats on mailing 
statements and parcels in the data systems.' 

(a) Do you believe that the most likely explanation of the $26 unit cost 
estimate for Periodicals Outside County parcels is that some Periodicals "show 
as flats on mailing statements and parcels in [IOCS]"? If not. please explain fully 

(b) Given the $26 unit cost estimate for Periodicals Outside County 
parcels, do you believe that most of the costs in IOCS for Periodicals Outside 
County parcels are actually costs for Periodicals Outside County pieces that 
"show as flats on mailing statements"? If not, please explain fully. 

RESPONSE: 

a. 

b. 

response to PSNUSPS-T13-7 

Quite possibly, but I can not say for sure 

I don't know. It is possible, but I have not studied this. Please see my 



RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF MAGAZINE PUBLISHERS OF AMERICA, INC. 

REDIRECTED FROM WITNESS MCCRERY 

MPA/USPS-T42-1. Please refer to lines one through three on page 20 of your 
testimony, where you state, "Very few delivery units have an FSM. so the vast 
majority of the incoming secondary processing at the delivery units is manual. 
Very little manual incoming secondary distribution takes place at plants." Please 
also refer to lines four through six on page 21 of your testimony where you state. 
"In FY 2005, 59 percent of flat mail incoming secondary (non carrier-route 
presort) volume was processed in the plants. and 93 percent of this volume was 
finalized on automated operations." 
(a) In FY 2005, what percentage of non-carrier-route presort flats received 
manual incoming secondary sorts? Please explain your calculation and produce, 
or provide citations to, underlying documents sufficient to replicate your results. 
(b) In FY 2005, what percentage of Periodicals Outside County non-carrier route 
presort flats received manual incoming secondary sorfs? Please explain your 
calculation and produce, or provide citations to. underlying documents sulficient 
to replicate your results. If no data specific to the Periodicals Outside County 
subclass are available, please provide your best estimate and explain the 
rationale for your estimate. 
(c) What was the Postal Service's total piggybacked FY 2005 Periodicals 
Outside County manual incoming secondary flat sorting cost? Please explniri 
your calculation and produce, or provide citations to. underlying documents 
sufficient to replicate your results. 

Response: 

a-b. Answered by witness McCrery 

c. The attachment to this response shows piggybacked processing costs for 

Periodicals Outside County for manual incoming secondary flats sorting of 

$141.563 million in FY 2005. This calculation is based on determining !he 

incoming secondary share of the Periodicals Outside County labor costs in 

each of the two cost pools for manual flat sorting (one for the plant and 

one for the post office, stations and branches). This share is 

approximated using direct tallies as described in the attachment 

Piggyback factors for each cost pool (from USPS LR-L-137) are applied to 

obtain the piggybacked costs, 

4241 



ATTACHMENT TO MPAIUSt (42-1 

Columns 

RESPONSE OF POSTAL SERV' 
INTERROGATORY OF MAGAZIN, 

YITNESS MARC A. SMITH TO 
JBLISHERS OF AMERICA, INC. 

REDIRECTED FROM WITNESS MCCRERY 

FY 2005 Periodicals Outside County Piggybacked Processing Costs for 
Manual Incoming Secondary Flat Sorting 

(11  12, (3) 14) (5) 
Periodicals Share 01 Incoming Piggyback Labor and 
Oulside County Costs lor Secondary Factor Piggyback 
Voiume Variable Incoming Labor Costs costs  
Labor Costs Secondary (in 000s of $1 
(in 000s o f  S) 

(in 000s o f  $) 

c o s t  Pool 

Manual Flat Sorting at Plants 45 399 3 3  65'0 16 623 2 0 9 1 1  

Manual Fiat Sorting at Post 
Offices. Stations and Branches 146 602 63 6C'. 5 3  235 

1258 

1254 120651 

Total Cost 105 862 141 563 

Source: USPS-T-11 IOCS-see note C l ' C 2  USPS LR-L-137 c 3 .  c4 
Table 3 

Note: Data from In-Office Cost System (IOCS) was used to determine the incoming secondary share o f  Periodicals Outside County direct tailies for 
each of these cost pools. For manual sorting al the plant this was determined by the percentage of direct tallies with MODS operation 
no. 175 for manual incoming secondary For manual sorting al post cHIces stallon8 and branches the share of incoming secondav sorting was 
delermined based o n  the share of direcl tallies w lh  the response on IOCS qdes!'or 18D2 o f  "0" for incorning secondary. (For manual sorting a l  
plants, the percent of direct tallies for the MODS incoming Secondar, aperalion no 175 i s  close to the percent based on IOCS incoming secondary 
scheme, option D of Q18d02. 33 65% v s  32 41% ) 

P 
N 
P 
N 
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REVISED 8/22/2006 

RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICER'S INFORMATION REQUEST NO. 10 

2. In response to PSNUSPS-TI 3-1 .c. and 1 .d. witness Smith acknowledges 
that the unit mail processing costs for First-class presort parcel and ECR 
parcels seemed to be anomalous. but that he can not explain why. The 
table below shows that the unit costs have been anomalously high, at 
least. since R2001-1. 

Test Year Unit Attributable Mail Processing Cost (Cents) - Parcels 

R2001-1 R2005-1 R2006-1 
First-Class Presort 270 32 288.91 303.81 
ECR 205.95 893.44 2405.04 
Source: Docket No. R2001-1. USPS-LR-J-53 

Docket No. R2005-1, USPS-LR-K-53 
Docket No.  R2006-1, USPS-LR-L-53 

Witness Crigler's response to PSNUSPSfll3-1 .b. shows coefficients of 
variation (CVs). associated with the unit mail processing costs above. for 
First-class presort parcels and ECR parcels. of 11.4 percenl and 13 4 
percent. respectively. Generally, CVs of this magnitude are considered lo 
be high. These unit costs are important because they are used lo design 
parcel rates in ECR and First- Class 
a. When your analysis showed that the average cost simply of 

processing each ECR parcel (not counting transportation. delivery. 
etc.) was $24.00 did you consider this anomalous? If nol. why not7 
If yes, did you convey your concerns to your superiors? If not. why 
not? 

b. 

c. 

d. 

e. 

Did you alert the rate design analyst responsible for ECR of this 
potential problem? If not, why not? 
Have you undertaken any additional studies or analysis to identify 
the cause of this outcome? If not. why not? 
Have you undertaken any analysis to develop an appropriate 
adjustment? If not, why not? 
If no additional studies or analysis has been performed to identify 
the cause of this outcome, please undertake such an effort and 
indicate when a discussion of the actual cause can be provided. 
If no appropriate adjustment has yet been identified, please 
develop such an adjustmen' 

f. 

RESPONSE: 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICER'S INFORMATION REQUEST NO. 10 

a. Yes, I considered the Standard ECR parcel processing cost. which 

exceeds $24, as anomalous. I did not alert my manager or others 

regarding the high processing unit costs for Standard ECR parcels 

because such results had been occurring in previous years (as 

indicated by the table provided in the question) and had been seen 

by managers and other staff. 

Prior to Docket No. R2005-1, pricing managers and staff had 

requested a look into an apparent inconsistency between costs and 

volumes for Standard Regular parcels, as I indicate in my response 

to PSNUSPS-T13-3. Pricing personnel identified what they Ihouyhl 

was the reason for the inconsistency - that parcel shaped pieces 

which qualified for automation flat rates were reporled as flats in 

RPW. but as parcels in our costs - as I discuss in my testimony. 

USPS-T-13, pages 34-35. 

In looking into the inconsistency in costs and volumes for 

Standard Regular parcels, the anomalously high processing unit 

costs for Standard ECR parcels came to my attention and that of 

my manager and others. The inconsistency arising from parcel 

shaped pieces qualifying for automation flats rates for Standard 

Regular did not apply to ECR. Moreover, there didn't seem to be 

the same interest or need for resolving the ECR parcel cost 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICER'S INFORMATION REQUEST NO. 10 

anomaly.' It should also be noted that in preparations for this 

docket and the last docket, I was not aware of the Postal Rate 

Commission's interest in addressing the anomalous Standard ECR 

parcel costs. 

For these reasons, i t  was not pursued. 

b. No, I did not alert the rate design analyst responsible for ECR of 

this cost anomaly. As I indicated in my response to part a. I 

addressed inconsistencies between volumes and costs for 

Standard Regular parcel costs: no indication of need was 

forthcoming on ECR parcels. 

No, see my response to part a 

No, see my response to part a. 

As I indicate above, the source of the Standard ECR parcels cost 

anomaly is unclear. In addition, I am not able to say when the 

actual cause of this anomaly can be determined. I am told that the 

Postal Service has been investigating this issue in response to the 

questions raised in POlR No. 5, question 16. and is considering 

collecting additional data. The result of this work is not likely to be 

available for this rate case. 

c. 

d. 

e. 

Data currently available, however, can shed some light on 

this. I have attached, in Attachment 1. the mail processing labor 

See Postal Service response to POlR No. 2, question 3 in Docket No. R2005-1. 1 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 10 

costs per piece using Postal Service and Postal Rate Commission 

cost methodologies for First-class single piece, First-class presort, 

Standard ECR and Standard Regular parcels for the years 1996, 

1998, 1999. 2000, 2004 and 2005.’ Please note the unit cost for 

Standard ECR parcels has exceeded First-class single-piece 

parcels unit costs since FY 1999. under both Postal Service and 

Postal Rate Commission cost methods. In addition, the Standard 

ECR parcel unit cost has risen at a rapid pace, suggesting that the 

cost anomaly is growing over time.3 While the source of the 

anomaly is unclear, there does appear to be an inconsistency 

between determining processing labor costs and developing 

volumes for Standard ECR parcels 

In my testimony. USPS-T-13. page 35. I indicate that an 

estimate of the inconsistency between Standard Regular parcel 

costs and volumes can be obtained by comparing RPW by shape 

-_ 
These are the base years for all the omnibus rate case filings for Docket No. 

R97-I and since It was in Docket No. R97-1 that the MODS cost pool based 
method for mail processing labor costs was introduced. 

Changes in cost and volume data systems and methodology changes over this 
time period have no doubt contributed to changes in Standard ECR parcel unit 
costs for some years. For instance see witness Bozo. USPS-T-46, pages 38-39 
on the discussion of the impact of IOCS redesign on Standard ECR costs. 
Nevertheless, most of the observed changes in Standard ECR parcel unit costs 
can not be accounted for due to changes in data systems or methodology. For 
additional information on the changes in data systems or methodology over the 
period FY 1996 lo FY 2005, see the documentation provided in each of the 
Dockets listed in Attachment 1. 

2 

3 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 10 

Report data (from USPS LR-L-87) and ODIS-RPW sample based 

Standard Regular volumes by shape. The basis for this indication 

is that ODIS-RPW sample based system and the cost systems 

(which are also sample based) have the same definition of shape 

and, therefore, diverge from RPW by shape data in the same way 

Thus, parcel shaped mail pieces which qualify for automation flats 

rates and which are reported as flats in RPW. and as parcels in 

cost systems, would also be reported as parcels in ODIS-RPW 

volumes by shape. Attachment 2 shows the comparison of RPW 

by shape and ODIS-RPW volumes by shape for Standard Regular 

The last column has the ratio of RPW by shape volumes (USPS 

LR-L-87hailing statement based) to ODIS-RPW sample based 

system volumes for Standard Regular parcels for the fiscal years 

1996 to 2005. This ratio shows that the Standard Regular parcel 

volumes for the years FY 1996 to FY 1993 were about the same for 

the two systems. However, starting in FY 1999 -- which is when 

the parcel rate surcharge and DMM 301.3.4.2 allowing certain 

parcel-shaped pieces to qualify for automation flats rates were 

implemented -- RPW by shape parcel volumes have declined 

relative to those reported by ODIS-RPW. The decline in the ratio of 

RPW by Shape volumes to ODIS-RPW volumes for Standard 

Regular parcels since 1999 is consistent with the rise in the 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 10 

Standard Regular parcels unit costs, thus showing the value of the 

ratio as a measure of the cost and volumes inconsistency. 

For Standard ECR parcels, the reason for cost and volume 

inconsistency is unknown. If. however, this inconsistency is 

reflected by inconsislency between RPW by Shape volumes and 

ODIS-RPW volumes for Standard ECR parcels, as may well be the 

case, then we can again use the ratio of RPW by Shape volumes to 

ODE-RPW volumes for Standard ECR parcels to get a measure of 

inconsistency between costs and volumes. Attachment 3 shows a 

very large divergence between RPW by Shape volumes and ODIS- 

RPW volumes for Standard ECR parcels. It is one that has grown 

over time and it appears that this divergence has been present In 

the whole FY 1996 to FY 2005 lime period. This divergence was 

present before the FY 1999 implementation of the parcel rate 

surcharge for Standard Mail. 

An approach is to apply the same adjcstnient process used for 

Standard Regular using ODIS and RPW as shown in my testimony, 

USPS-T-13, Attachment 13, to Standard ECR parcels. Even 

without knowing the source for the cost anomaly, one can support 

the use of this method to adjust Standard ECR parcel costs on the 

basis that ODIS-RPW and the cost systems are both sample based 

f 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICER’S INFORMATION REQUEST NO. 10 

and have the same definition of shape and, therefore. both may 

well diverge from RPW by shape data in a parallel way. 

I provide a version of my testimony Attachment 13 for 

Standard ECR parcels, in Attachment 4 of this response. This 

shows the adjustment to be made to both Standard ECR flats and 

parcels as done for Standard Regular flats and parcels in USPS-T- 

13. Attachment 13. The test year Standard ECR parcel unit cost of 

2450.04 cents as reported in USPS-T-13. Attachment 14. would be 

27.87 cents, if adjusted as proposed. In addition, Standard ECR 

flats processing unit costs would rise by 3.5 percent from 1 94 

cents to 2.01 cents. 



RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICER'S INFORMATION REQUEST NO. 10 

IL PROCESSING LABOR UNIT COSTS FOR PARCELS FOR USPS AND PRC METHODS 
BASE YEARS FY 1996 TO FY 2005' 

REVISED 6,,~/2006 
ATTACHMENT 1 
TO QUESTION 2 

USPS LABOR UNIT COST TRENDS 

BASE YEAR 1996 1998 

FIRST- CLASS SINGLE-PIECE 43 77 45  52 

FIRST-CLASS PRESORT 20 68 110 59 

STD ECR 9 07 21 59 

STD REGULAR 17 22 30 77 

DOCKET NO R97-1 R200O 1 
USPS LR- H-106 1-81 
SPREADSHEET CSTSHAPE XLS MPSHAPBN XIS  

1999 

4 7  55  

87 78 

91 50 

3 1  62 

R200O~l 
1-464 

SP99USPS X I S  

2000 2004 

53 33 61 06 

163 68 I 8 4  02 

117 14 595 08 

37 89 50 43 

R2OOl-1 R2005-1 
J-46 K-148 

shpOOurps XIS  shp04usps XIS 

2005 

67 68 

203 95 

1.637 91 

46 58 

R2006-1 
L-143 

shpO5usps XIS 

PRC LABOR UNIT COST TRENDS 

BASE YEAR 1996 1998 1999 2000 2004 2005 

FIUST- CLASS SINGLE-PIECE 58 81 4 8  19 51 89 58 77 68 54 70 92 

FIRST-CLASS PRESORT 26 55 85 10 62 00 121 58 159 1 7  207 36 

STD ECR 12 30 25 01 82 08 125 79 604 06 1,376 17 

STD REGULAR 23 90 32 52 33  b7 40 46 58 46 50 23 

DOCKET NO. R97-1 H2000~1 42$.!G 1 R2001-1 R2005-1 R2006-1 
USPS LR- H-320 I117 4nc J ~ 8 1  K-99 L-99 
SPREADSHEET CSTSHAPE XLS MPSSHA-I I / >  :; >'+UC . ') bhutJSprL AI> shp04p1c XIS shp05prc xis 

'USING THE SPREADSHEETS LISTED ABOVE CALLl i iAT I !> f i5  .'. 1 C [  . '.: 5 ,  . A &  '.ti ThE T O T 4 i  LAEOU PROCESSING COSTS 
FROMSHEET PARCELS(2)AND DIVIDING BY BASt YEAH '.O:.,l!t > 6 ,k t;, t <  !.ATt(,ORY FOR DOCKET NO R97-1 
SEE SHEETADJ PARCELCST COSTS FOR T*ESE >HE€-' / t j /  . : !. ,<:. .'. ' d r ' * . t t T  AflDPREl.llUL4 P A Y  ADJUSTMENTS 

N 
m 
0 



FY 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICER'S INFORMATION REQUEST NO. 10 

REVISED 8/22/2006 
ATTACHMENT 2 
TO QUESTION 2 

COMPARISON OF STANDARD REGULAR RPW AND ODlS VOLUMES BY SHAPE FOR FY1996 TO FYZ005 

RPW SHAPE REPORT VOLUME BY CLASS (L SHAPE 
Volume In Thousands 

Source LR-L-87 Shape GFY 2OO5rV XIS andpmdecesior i  

Lel1erslCds. 

28,762,761 

27,987.649 

30.062.582 

33 724 740 

37.872.913 

40.421.962 

40.725.213 

43.928.876 

48.1 17,714 

51,289,509 

Flats 

I 1  776419 

13 865 284 

I4 714 976 

15421 273 

15 771 844 

14 996 482 

, 3 6 9 7  i i l  

13625 157 

13 859 534 

14 a28 861 

P.rSeI*IIPPI 

911 794 

052116 

8% a93 

799 639 

711 752 

676 623 

640 574 

610021 

sga 512 

600 304 

All Shapes 

39 450 914 

4 2  705 649 

45 651 650 

49  945 860 

54 356 5lU 

E5 095 061  

54 862 958 

58 164 054 

62 567 820 

6 5  916 674 

ORIGIN DESTINATION INFORMATION SYSTEM OESTINATING 
VOLUME BY CLASS 6 SHAPE 

Volume In Thousands 
Controlled 10 RPW 

Saurcs 00,s RP* uD5 d idomdeceiiors 

PlrC.I.IIPP, 

813 533 

u30 949 

851 300 

911  7bq 

8 2 5  1 r 5  

182 34: 

601 106 

617 37t 

781 823 

764 012 

AI Shapes 

IY 450 974 

41  105 649 

45 651 650 

49  94s 660 

51 350 510 

56 095 067 

5.1 862 958 

58 1- a% 

62 567 820 

65910674 

RATIO OF RPW TO 
ODlS FOR 

PARCELSIIPPS 
VOLUMES 

1121 

026 

0 996 

a 877 

0 663 

0 865 

0 796 

0 146 

a 755 

0 766 

4 
N 
Ln 
I- 



RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICER'S INFORMATION REQUEST NO. 10 

COMPARISON OF STANDARD ECR RPW AND ODlS VOLUMES BY SHAPE FOR FY1996 TO FY2005 

RPW SHAPE REPORT VOLUME BY CLASS 8 SHAPE 
Volume In Thousands 

Source LR.L-87 Shape GFY 2005iV XIS and predecessors 

FY LsnorsICdr. 

1996 15.102.584 

1997 13,938.145 

1998 15091,974 

1999 13.531.544 

20c3 11,892,684 

2001 10,307,620 

2002 9 716 607 

2003 8,131,941 

2004 8,500,989 

2005 9,040.800 

Flats 

16915 911 

20 363 605 

21 564 244 

22 1 18 596 

23 190 828 

23 529 662 

22 640 951 

23 453 646 

24 492 946 

25 961 881 

ParcelrllPPr 

10 653 

55 043 

49 997 

23 674 

17 125 

E 060 

9 920 

2 673 

1766 

737 

All Shapes 

32 089 354 

34 376 793 

36 706 215 

35673814 

35 $ 0 0  6 3 1  

33 843 362 

32 161 678 

32 194 462 

32 YY5 lU1 

35023416 

ORlGlN~DESTlNATlON INFORMATION SYSTEM DESTINATING 
'7OLUME BY CLASS h SHAPE 

Volume In Thousands 
Controlled 10 RPW 

Source O D I S ~ R P W  LIDS life and predecessors 

All Shapes 

32 089 354 

34 376 793 

36 I O b 2 1 5  

15 673 6 1 d  

15 700 6:' 

13 843 382 

12 361 618 

12 194 462 

12 995 701 

35021418 

REVISED 0,~2/2006 
ATTACHMENT 3 
TOQUESTION 2 

RATIO OF RPW TO 
0015 FOR 

PARCELSIIPPS 
VOLUMES 

0 566 

0 665 

0 585 

0 307 

0 159 

0 056 

0 093 

0 0 2 1  

0019 

0011 
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ATTACHMENT 4 
TO QUESTION 2 

RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
PRESIDING OFFICERS INFORMATION REQUEST NO. 10 

STANDARD ECR FLATS-PARCEL COST ADJUSTMENT FOR COSTS BY SHAPE 

PART I: CALCULATION OF RPWIRPW-ODIS RATID FOR STANDARD ECR PARCELS 

ORIGIN-DESTINATION INFORMATION SYSTEM.  REVENUE PIECES 8 WEIGHT 
STANDARD MAIL DESTlNATlNG VOLUME BY SHAPE. FY2W5 

volumes !" ooos 

OD15 Letters 8 Cards 
STANDAfW MAIL ECR-RT 6.867.690 
All OTHER 52.739.909 

ALL 59.607.600 

ODlS Letters 8 Cards 
Distribution Key % ECR-RT 

OTHER 
25 8% 
76 7% 

AL l  

RPW Volumes with ODlS Shape Shares 

RPW Adjusted ECR-RT 9.039 834 
STANDARD MAIL OTH€R 50.560.81 1 
All ALL 59.600.645 

Letters 8 Cards 

RPW Volumes by Shape 
RPW CCR~RT 9.040.800 
STANDARD MAIL OTHER 51.289.509 
All ALl  60.330 308 

RPWIRPW-ODIS ECR 

PART I!: CALCULATION OF ADJUSTMENT 

Unadjusted Costs 

Std. ECR Unit Costs nla 

Tolal ECR Costs 

W i t  oi Parcel Costs to Flats 8 Parcels 

Adjusted Costs 

Total ECR Costs 

Std. ECR Unit Costs 

Adpstment Ratios 

Flats IPPS/Parcels Total 
19 6W 868 49 228 26 607 786 
15 201 G63 817 802 MI 759 674 
U R W  831 867 OM 95 367 461 

rial\ lPPS/ParCets Total 
'4 0"'" o 2% I 

,'z 1 "'a 12% 1 

25981.881 ; 1 7  111 021 .: 1 s 
14 028 861 m 104 65 'J tRb i . l  
40,010 742 601 041 t O ( 1 9 4 Z W t  

100 i u 2  iv 1 

0011374118 

1 96 2 472 41 

508 840 18 222 

18 015 207 

526 854 207 

2 03 28 12 

1035 0011374118 

Unit Costs With F i n d  
Reconciliation Fadm 

Unadpsted Unit Costs 

194 2.450 04 

Adjusted Unit Costs 

2.01 27.87 

1035 0.011374118 

Based on USPS LR-L-53. shp08usps.xk 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH 
TO POlR NO. 10, QUESTION 3 

(Heading Revised August 18, 2006) 

3. Please identify the source and verify the amounl of $124.054.000 for the 
F.YO5 Parcel Sorting Machine (PSM) cost pool as shown in tab 
PPSMBSPSM of both MPPGBYO8PRC.xls in USPS-LR-L-98 and 
MPPGBY08.xls in USPS-LR-L-52. Please explain the rationale for using 
accrued costs instead of volume variable cost when calculating the PSM 
adjustment factor used lo adjust Primary and Secondary PSM volume 
variable costs. Please provide a revised version of the aforementioned 
spreadsheets if deemed necessary. 

RESPONSE: 

1-he source for the $124,054,000 for the FY05 PSM cost pool for both 

spreadsheets is Witness Van-Ty-Smith. USPS-T-11, Table 1 ~ This is the 

accrued costs for both the USPS and PRC PSM mail processing labor cost pool 

(see also Witness Van-Ty-Smith. USPS-T-11, Table 5. which is the same as for 

the USPS cost, except for rounding) 

Using accrued costs for the adjustment accounts for differences in the 

operations or activities included in the PSM labor cost processing cost pool as 

compared with the PSM operation used by witness Miller, USPS-T-21, in 

developing the PSM productivities. The primary PSM and Secondary PSM 

piggyback factors as initially developed (without the adjustment) are based on 

the PSM mail processing labor cost pool cost of $124.054.000 for FY 2005. The 

PSM productivities are based on the MODS PSM operation. the cost of which 

was approximately $177,712,139 in FY 2005. The difference is that the former 

only includes some of the support work for sweeping the PSM runouts and tying 

out the sacks, while the latter includes all of this support work. A piggyback 

factor appropriate for the PSM labor cost pool would he inappropriate for the 

labor costs associated with the PSM MODS operation, since it would overstate 



4255  

RESPONSE OF POSTAL SERVICE WITNESS SMITH 
TO POlR NO. 10. QUESTlOFl 3 

(Heading Revised August 18,2006) 

the amount of equipment and facility-related costs. The ratio. 1.43 (which is 

equal to $177,712.1 39/$124,054.000), applied in the adjustment is meant to 

expand the labor costs to be consistent with the MODS operation in order to yet 

a more accurate piggyback factor 

This adjustment is required due to two changes made since Docket No. 

R2005-7. First, witness Miller, USPS-T-21, adopted MODS work hours for 

developing PSM productivities. as he discusses at pages 4-5 of his testimony 

Second, IOCS redesign led to an expanded PSM cost pool, since some "Allied" 

cost pool activities related to the PSM were shifted to the PSM cost pool (see 

witness Bozo, USPS-T-46, pages 30-31). In Docket No. R2005-1. the cost pool 

and the workhours used in the productivity were consistent in that both covered 

only the keying work. In R2006-1, both the cost pool and workhours used in the 

productivity calculation grew, but the latter grew more. As a result the 

adjustment is needed. The PSM piggyback factors for R2006-1 are lower than in 

Docket No. R2005-1 due to the broader labor cost base for the piggyback 

factors 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH 
TO POlR NO. IO. QUESTION 4 

4. Please refer to the revised USPS-LR-L-98. spreadsheet MPPGBY08PRC.xls. 
Tab 1 which produces a reference error when attempting to update the link to 
TYO8Equipment.xls. The equipment depreciation spreadsheet provided in 
USPS-LR-L-54 is not the same as the one used in Tab I of MPPGBY08PRC.xls. 
Please either correct the linkage in MPPGBY08PRC.xls or provide a new 
TYO8Equipment.xls. 

RESPONSE: 

Revised versions of MPPGBY08PRC.xls and MPPGBY05PRC.xls for USPS-LR- 

L-98 and MPPGBY08.xls for USPS-LR-L-52 will be provided to address these reference 

errors. No results have changed, but the references in these spreadsheets now 

correctly line up with the equipment cost spreadsheets In USPS-LR-L-54, 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH 
TO POIR NO. 4. OUESTION 1 

1. Please provide the source for the 'ShiH of BMC space lo ISC' data in USPS-LR- 
L-54 in workbook fcilty05.xls on page 1-15. 

RESPONSE: 

The source for the data. though not provided in LR-L-54. was briefly described at page 

17 of my testimony. lines 4-7. as based on dala from Ihe FY 1999 Facility Survey data 

for the BMC where the shifted space is located.' More specifically. the data used to 

make this shift from BMC lo ISC categories was the same data used in editing Ihe 

survey results. as discussed in my teslimony in Docket No R2005-1. USPS-T-13. 

pages 26-27. As indicated there, the original survey data idenlified Ihe international 

operations space at all major facililies. as pad of the lnlernalional category. consisleiit 

with the FYI999 definition of the mail processing International labor cost pool An ( d i t  

removed international operations space located at non-ISCs from Ihe International 

category lo Ihe appropriate non-International operalion lo be consislent with the ISC 

based definition of the Internalional cost pool for the FY 2000 CRA. As indicated at 

page 27: "[Flor 47 non-ISC facilities, 185,092 sq. I t .  were shifted lo non-international 

operations." The bulk of lhis space ,167,980 sq. fl.. was located al lhis particular BMC. 

The shift of this space from BMC to ISC in my current testimony was a reversal of the 

edit made in Ihe original study. The shift of lhis space lo ISC jus1 restores Ihe 

treatment of lhis space in the original survey data. 

BMC space was shifted to the ISC to make the facility space categories consistent 
with the mail processing labor cost pools. This shift was prompted by the changes in 
mail processing labor cost pools described by Witness Van-Ty-Smith, USPS-T-I 1 
Witness Van-Ty-Smith. at page 5 of her testimony, indicates that the ISC cost pool has 
been modified due to the addition of international operations at a particular BMC. 

1 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
POlR NO 4, QUESTION 2 

2 Please provide the source for FY 2008 annual equipment depreciation data in 
USPS-LR-54 in workbook TYO8Equipment XIS on page IV-10 

RESPONSE: 

The FY2008 annual depreciation for the equipment categories on page IV-10 is 

developed with two main steps. The first step is to estimate the test year depreciation 

for the equipment existing in the base year (or FY 2005). The second step is lo 

determine the additional depreciation expected for the lest year due to new equipment 

acquisitions over the FY 2006 to FY 2008 period. The test year depreciation is the sum 

of depreciation for the two steps. The estimation of the lest year depreciation lor the 

equipment categories on page IV-10 is done so as to be consistent with the overall 

projected test year equipment depreciation. included in the revenue requirement. ;is 

discussed below. This two-step process rnirrors the calculations used lo develop the 

overall test year depreciation estimates for the revenue requirement. 

To obtain FY 2008 depreciation for the equipment existing in the base year, we 

start with the FY2005 annual depreciation by equipment type shown in LR-L-54. page 

IV-2 (of spreadsheet fy05equip.xls). The reduction in depreciation from assets that will 

be fully depreciated before or during FY2008 is estimated for each equipment type. The 

estimates are based on the Property and Equipment Accounting System (PEAS) data 

used in developing the FY 2005 depreciation costs and identifying equipment records 

by equipment type for equipment that will become fully depreciated by FY 2008. In the 

case of mail processing equipment. which has a 1 0-year service life, FY 2005 

depreciation by equipment type was obtained for equipment purchased after January 1, 

1998, eliminating all equipment purchased before FY1998 and that purchased in the 
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first three months of FY1998. (The elimination of the equipnienl purchased in Ihe first 

three monlhs of FY 1998 is an approximalion of reduced lest year deprecialion 

associated with Ihe equipmenl purchased during FY 1998. which will no1 have a lull 

year’s depreciation for FY 2008.) In addition, for equipmenl acquired during FY 2005. 

depreciation is augmented to reflecl the full year deprectalion lor such equipment during 

FY 2008. This provides an estimate of the FY 2008 deprecialion for equipmenl in use in 

the base year. 

It is then necessary lo determine Ihe addilional FY 2008 depreciation by 

equipment type arising from equipment purchases in Ihe period FY 2006 lo F Y  2OU8 

Capital budget information is used to estimale the amount lor each equtprnerrl Ivpc* I 

was provided eslimates of expendilure lor e x h  capilal program based on Ihe ( ; I ~ I I . I I  

budget. For many programs these estimates are closely held lo avoid irllerferiric] wil t1 

procurement actions that will be underiaken in the luture. The amourit of experidilurc? 

by equipmenl type per year is calculated using these program expendilure eslimalf:s. 

and is reconciled, generally adjusted downward, lo be consislenl with the tolal prolected 

expenditures shown in LR-L-50. chapler 5, seclion J. pages 234-5. in the third column 

called “Cash Flow,” for the years FY 2006 to FY 2008. For each equipment type, the 

projected expendilures for FY 2006 and FY 2007 would have a full year’s depreciation 

in FY 2008. Given the 10-year service life for mail processing equipment. the FY 2008 

depreciation associaled with the total expenditure for these two years is 10 percent of 

the total expenditures. For expenditures during FY2008, such equipment would have a 

partial year of depreciation. It is assumed such expenditures will be depreciated on 

average for half the year. One-half of the annual depreciation is 5 percent. and 5 
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percent of FY 2008 expendilures are included in FY 2C08 depreciation. For each 

equipment type. the additional FY 2008 depreciation due lo FY 2006 lo FY 2008 

purchases is added lo the FY 2008 depreciation estimated for the base year equipmenl 

to oblain the total FY 2008 depreciation 

This process mirrors that used to develop Ihe deprecialion estimates in lhe 

revenue requirement. See USPS LR-L-50. chapler 5. section J. pages 234-5; or see 

USPS LR-L-50 data files, folder 'Model.' spreadsheel Input~06.xls. sheet 

"Depreciation." For example. the determinalion of Ihe FY 2006 mail processing 

depreciation is shown in row 59 The starting poinl is Ihe Adjusted Base from FY 2005 

in cell E59 of $606.998.558 This is the annual tleprecialton of existing assets as of 

9/30/05~ This is below the actual FY 2005 deprecrnlion of 9763,868,752 due lo n large 

amount of assets that became fully depreciated in F Y  2005. This figure also reflects the 

full annual depreciation lor assets added in FY 2005. since such assels will have a full 

year's depreciation for FY 2006. The amounl of added equipment in F Y  2006 is 

projected to be $986,843,032 (see cell F59). If this equipment were all added on the 

first day of F Y  2006, and had a full year's worth of depreciation for FY 2006. the 

depreciation would be lhal shown in cell J59 of $98,684,303. which is one tenth of the 

amount added. However, since this equipment will be added throughout the year, a first 

year factor is .5 (in cell K59), which implicitly assumes all of the added equipment will 

have a half year's depreciation. Thus half of the $98,684,303 is added to the adjusted 

base to get the FY 2006 depreciation estimate of $656,340,709 in cell M59. 
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RESPONSE OF POSTAL SERVICE WITNESF, SMITH TO 
POlR No 4, QUESTION 16 

In USPS-LR-L-52. workbook MPPGBY08 XIS. lab H. cell 098 contains the 
formula '=IC80 ' Should the formula actually be '=llG80'7 If not, please explain 

16 

RESPONSE: 

Yes, cell D98 should be '=I!G80. Likewise, cells E98 and F98 should be '=l!H80' and 

'=1!180', respectively 

In addition, a minor correction is made in cells G98. H98 and 198 in the same way 

as shown below for G98. The second term is changed from: 

+'C'!$J$20'I!G$52'(E!$KlOl/E!$Q$13) 

lo 

+'C'!$J$20'I!G$50*(E!$Kl Ol/E!$Q$l3) 

where I!G$52 is changed lo "I!G$50." 



4 2 6 2  

RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
POlR NO. 4,  QUESTION 17 

17 In USPS-LR-L-52. workbook MPPGBY08 XIS. lab H. cell D99 conlains Ihe 
formula '=I!C81.' Should the formula actually be '=llG81'7 If nol. please explain 

RESPONSE: 

Yes, cell D99 should be '=I!G81'. Likewise, cells E99 and F99 should be '=llH81' and 

'=l!l81', respectively. 

In addition, a minor correction is made in cells G99. H99 and 199 in the same way 

as shown below for G99. The second term is changed from: 

+'c!$J$ZO'l!G$52'( E!$KlOZ/E!$Q$13) 

to 

+'C'l$J$20'l!G$50'(E!$K102/E!$Q$13) 

where I!G$52 is changed to "I!G$50." 
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TO POlR NO. 6. QUESTION 3 

3. Please refer to shpO8usps.xls in USPS-LR-L-53. 
a. Please confirm that the formula for the cells in row 37 on tab 'Flats(2)' is 

'=(Flats!A37 + Letters! A37) * Pool! A$KPool! A$14'Class!$E37.' where A 
equals the appropriate column designation (as opposed to '=Flats!A37 * 
Pool! A$8 Pool! A$14 * Class!$E37'). 
Please refer to shp08usps.xls in USPS-LR-L-53. Please confirm that the 
formula for the cells in row 39 on lab 'Flals(2)' is '=(Flats!A39 + Letters! 
1\39) * Pool! A$8'Pool! A$14*Class!$E39,' where A equals the appropriate 
column designation (as opposed to '=(Ftals!A39) * Pool! A$8 * Pool! A$14 
" Class!$E39'). 
If confirmed, please provide a rationale for combining MODS pool letter 
costs with MODS pool flat costs to cakulate mail processing cosls for flats. 

b. 

c. 

RESPONSE: 

a. Confirmed. 

b. Confirmed. 

c. Letter and flat mail processing costs were combined to calculate the flats mail 

processing costs for both Bound Printed Malter and Media Mail for the 

following reasons. First. there were no letter volilmes reported for eithei 

Bound Printed Matter or Media Mail in lhe RPW by Shape Reporl (USPS LR- 

L-87). Second, the letter mail processing labor costs for Bound Printed 

Matter and Media Mail were small enough relatide lo the costs for flats to 

minimize any distortion in the costs for flats. Shp08usps.xls, sheet "Letters" 

shows letters mail processing labor costs of $236,000 and $451.000 for 

Bound Printed Matter and Media Mail compared with $40,520,000 and 

$19,472,000 for flats mail processing labor costs from sheet "Flats."' Third, 

the letters costs reported by IOCS are most likely to relate to the RPW by 

Shape flats volumes. 

The costs shown on the "Letters" and 'Flats" sheets in spreadsheet shp08usps.xls are 1 

in 1000s of dollars. 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO 
POlR NO. 6. QUESTION 5 

5. Please provide an updated version of USPS-LR-L-98 to reflect the changes 
made iri USPS-LR-L-52 as filed in the revised version on June 15. 2006. 

RESPONSE: 

A revised version of USPS-LR-L-98 reflecting the change% made to USPS-LR-L-52 was 

filed on June 27, 2006. 
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RESPONSE OF POSTAL SERVICE WITNESS SMITH 
TO POlR NO. 8. QUESTION 3 

3. The capital factors for components 1208 and 1219 in the Test Year Before Rates 
and After Rates files found in USPSLR-L-6. 
N2008BR-FacilSpace-Equip-UseTY-USPS-ForFiling.XLS and 
W2008A R-FacilSpace-Equip- Use TY- USPS- Forfiling. XL S do not match the 
factors for those components calculated in the file TyO8Equiprnenf.XLS which is 
found in USPSLR-L-54. Please reconcile the differences. 

RESPONSE: 

The factors in Ty08Equipment.xls. found in USPS-LR-L-54. are correct. Non- 

final results were inadvertently provided to witness Waterbury 

Please note that the small shift of 17,032 from component 1208 to 1219 (given 

the total of 100,000,000 for all components), has a very small impact on the distribution 

of equipment depreciation costs for the test year. This shift between components will 

result $257,601 being distributed using the General and Loglstics Non-BMC distribution 

of component 1219, rather than the FSM distribution of component 1208 The impact 

on any class or subclass from this different distribution will be only a fraction of the 

$257,601 
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Mail Citeaory Unit Costs (in Cents) 
First-class Single Piece Letters 102 49 

Penodicals Within-County 304 70 
Penodicals Outside County 2,610 44 

2,450 04 
59 60 

b s  presort Letters 303 81 

' Standard Mail Enhanced Carner Route 
Standard Mail Regular ._ 

PSAAJSPS-113-1. Please refer to Attachment 14 of your testimony, which 
contains Test Year mail processing unit costs by shape and Table 1 below 

Table 1. Test Year Mail Processing Unit Costs for Parcels 

Parcel Post 125 92 
62 28 

111 67 

(a) Please confirm that Table 1 accurately reports the unit mail processing costs 
for parcels from Attachment 14 of your testimony. If not confirmed, please 
provide the correct figure. 
(b) Please provide the coeffficienl of variation for every figure in Table 1 
(c) Do you believe that the unit mail processing cost of parcels in the First-Class 
Presort Letters category is actually larger than the unit cost of parcels in the First 
Class Single Piece Letters category? If so, please explain fully. If not. please 
explain why your method generated this result. 
(d) Do you believe that the unit mail processing cost b r  Standard Mail Enhanced 
Carrier Route parcels is actually more than $24 per piece? If so, please explain 
fully. If not, please explain why your method generaied this result. 
(e) Do you believe that the unit mail processing cost fcr Periodicals Outside 
County parcels is actually more than $26 per piece? If so. please explain fully. If 
not. please explain why your method generated this result. 

RESPONSE: 

a. confirmed. 

b. 

c. 

Redirected to witness Czigler, USPS-T-I 

The First-class Presort parcels unit costs appears to be anomalous and I 

do not know why it is so large. 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION 

PSAIUSPS-TI 3-1 

d. The Standard Mail Enhanced Carrier Route parcels unit costs appears to 

be anomalous and I do not know why it is so large. 

The Periodicals Outside County parcels unit costs appears to be 

anomalous and I do not know why it is so large. 

e. 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION 

PSAIUSPS-113-2 

PSAIUSPS-T13-2. Please refer to Attachment 13 of your testimony, which shows 
the Standard Regular Flats-Parcel cost adjustment. Did the Postal Service 
consider any methods other than that shown in Attachment 13 for performing the 
Standard Regular Flat-Parcel Cost Adjustment? I f  so, please describe the other 
methods considered and provide the results of the other methods. 

RESPONSE: 

I did gef three suggestions on doing the adjustment differenlly at various points in 

my work prior to Docket No. R2005-1 (where I first used the adjustment) and 

prior to this docket. I don't remember giving them much consideration. I did not 

have results for these alternative approaches in terms of base year costs. but I 

can supply the following information. 

The first suggested approach was to use the ratio of LR-L-87 Standard 

Regular parcel volumes to non-RPW conlrolled ODIS-RP'N volumes for 

Standard Regular parcels. This would be used in place of the ratio in Attachmenl 

13 which uses RPW controlled ODIS-RPW volumes as the denominator. The 

impact of this suggested approach, i f  computed using the data in Attachment 13 

is a 26.6% reduction (= 600.304/817,804) in Standard Regular parcel unit costs. 

Attachment 13 shows the flats-parcel cost adjustment which I employ provides a 

23.4% reduction in parcel unit costs. Using the RPW controlled ODIS-RPW 

volumes is the better approach since it is most comparable to the RPW volumes 

by shape from LR-L-87. 

A second suggested approach involved dividing Standard Regular parcel 

costs between those parcels with Postnet 9 or 11-digit barcodes and those 

without. The Postnet 9 or 1 l d i g i t  barcode was to be an indicator of automation 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION 

PSAIUSPS-113-2 

flats preparation and costing slich pieces as flats, with the remainder as parcels. 

The impact of this approach was a 35.7% reduction in the parcel unit costs based 

on FY 2000 IOCS data. I t  was determined that the Postnet 9 or 1 I-digit 

barcodes on parcels was not a good indicator for automation flats preparation, so 

this was dropped 

I also looked into using data from a new question from the revised IOCS 

(Our:s!ion number Q23A2). The new question was intended to allow for 

itlr!ntification of parcel shaped pieces !hat were 3/4Ih to 1 1/4Ih inch thick. An 

(.x.iiiiiii;ition Of this data suggested the need for a better understanding of this 

t l ; i !a  t i i r f o i t :  utilizing it 
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INTERROGATORY Of PARCEL SHIPPERS ASSOCIATION 

F‘SAIUSPS-113-3 

PSAIUSPS-113-3. Please refer to Attachment 14 of your testimony and lines 1-3 
on page 35 of your teshmony where you state. “An estimate of the inconsistency 
can be obfained by compartrg RFW by Shape Report data (from USPS-LR-L-87) 
and ODISRPW sample based Standard Regular volumes by shape ” Please 
provide a comparison of RPW by Shape Report data and ODIS-RPW sample 
based volumes by shape for each subclass shown in Attachment 14 

RESPONSE: 

See attached table. I was specifically requested to address an alleged 

int:onsistency in volumes and costs for Standard Regular parcels. I investigated 

and found there to be an inconsistency due to the treatment of some parcel 

stwixd prnces ;is automation i?te flats and so made the adjustment in my 

t~:slirnony In this case I found the volume disparity cited above as a good 

iwasorc of the inconsistency of the costs and volumes. I have not studied other 

srit)c.l;isst!s o r  categories of mail regarding parcel unit cost anomalies 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION 

PSAlUSPS-T13-4 

PSAIUSPS-TI3-4. Please refer to lines 3-5 on page 35 of your testimony where 
you stale. 'ODIS-RPW volume reporting by shape is consistent with the reporting 
of cost by shape since both ODIS-RPW and cost systems are sample based and 
use the same methods lo determine piece shape." 
(a )  Do ODIS-RPW and cost systems also use the exact same methods to 
determine mail subclass? If your response is no, please explain fully. 
(b) Please provide the definition of a flat used in ODIS-RPW. 
(c) Please provide the definition of an IPP used in ODE-RPW. 
(d) Please provide the definition of a parcel used in ODIS-RPW. 
(e) Please provide the definition of a flat used in cost systems. 
(f) Please provide the definition Gf an IPP used in cost systems. 
(9)  Please provide the definition of a parcel used in cost systems. 
(h) According to ODE-RPW. what shape is a 5" x 5%" x %"cardboard box 
containing a CD or DVD in a rigid "jewel case"? 
(I) According to cost systems, what shape is the piece described in subpart (h) of 
this 1nlerroqnlory7 

RESPONSE: 

n 

b-cl 

e-0 

Thiere may well be differences in the methods used lo determine mail 

sutxlass. but I have not examined lhis. Please see LR-L-21 for the IOCS 

handbook and the documentation of the process used to determine 

suhclass in LR-L-9. Also see Docket No. R2005-1. LR-K-21 and LR-K-22 

for the other cost systems and ODIS-RPW handbooks. 

See Docket No. R2005-1. LR-K-22. Data Colleclion User's Guide for 

Revenue, Volume and Performance Measurernenf Systems. Handbook F- 

75, pages 3-67. 3-68, and 3-187 to 3-189. 

See LR-L-21, Data Collecfion User's Guide for In-Office Cost System, 

Handbook F-45. pages 8-5 to 8-8 for IOCS, and Docket No. R2005-1, LR- 

K-21 Data Collecfion User's Guide for Cost Sysfems, Handbook F-65, 

pages 4-28 lo 4-32 and 4-71 to 4-72 for the Rural Carrier Cost System 

(F!CCS). For City Carrier Cost System (CCCS) see LR-L-23. 
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INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION 

PSAIUSPS-T13-4 

Supplemental Statistical Programs Policies and Data Collection 

Instructions. SP Letter #4. FY 2005. The Transportation Cost System 

(TR,4CS) does nol record shape information. 

I ami told that the dimensions of this piece would make It fall into the flat 

category for the ODIS-RPW sample based system. See Docket No. 

R2005-1, LR-K-22. Dafa Collecfion User's Guide for Revenue, Volume 

anci Performance Measurenient Systems, Handbook F-75, pages 3-1 87 lo 

:3- 1'39 

In K)CS n piece with these dimensions would be a flat. 

tok: such ;I piece wotrld be defined as a flat for carriers with a One-Bundle 

Slidin~l-Shelf (OBSS) case, based on the piece dimensions as indicated in 

LR.C-23  Supplemental Statistical Programs Policies and Data Collection 

InslriJclions. SP Letter #4. FY 2 0 0 5  If a city carrier still had separate 

Itrtlor anti flat cases then piece shape is defined based on where It IS 

cased I am told RCCS records Compensation Category, not shape. For 

Ihr: 5" x 5 %" x %"jewel case, the mail piece could be one of several 

compensation categories. depending on extra services, the orientation of 

the address, and whether or not the mail piece could be cased. 

h.  

I For CCCS. I am 
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INTERKO<;ATORIES OF PARCEL SHIPPERS ASSOCIATION 

PSAIUSPS-T13-5 

PSNUSPS-T13-5. Please refer to lines 7-22 on page 34 of your testimony, which 
discusses the inconsistency between the cost and volume data that necessitates 
the Standard Regular flat-parcel adjustment. 
(a) Is ihe classification of cost and volume of pieces that are between W and 1%" 
thick and prepared as flats the only inconsistency between the cost and volume 
data? If not. please list all other pieces for which the cost and volume data have 
classification inconsistencies. 
( b )  Are there any inconsistencies in how ODIS-RPW and cost systems classify 
the types of pieces listed in your response to subpart (a) of this interrogatory? If 
so. please explain fully 

Response . 

a No DMM section 301 3 4 . 2  allows automation flats rates for pieces longer 

up to 15.314 inches, while the IOCS and CCCS have a 15 inch maximum 

length for flats 

In addition. I am told the following regarding CCCS and RCCS. In 

the CCCS, if a Standard flat shaped mail piece that is less than % inch 

thick is in the parcel hamper, a data collector will record that piece as a 

parcel when the carrier is using a two case system, while the RPW by 

shape volume (LR-L-87) will treat this as a flat 

In RCCS. there are two instances for Standard flat shaped mail 

pieces less than 'A inch thick which the RPW by shape volume (LR-L-87) 

treat as flats, but RCCS treats as a parcel. First, if a Standard mail piece 

is on the top of a direct bundle given to a rural carrier, the data collector 

will record the bundle in the parcel compensation category, using the top- 

piece rule. Secondly, in RCCS. rigid flats (including properly prepared "do 
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PSNUSPS-T13-6. Please refer to your response to PSNUSPS-T13-2 where you 
state, "A second suggested approach involved dividing Standard Regular parcel 
costs between those parcels with Postnet 9 or 1 I-digit barcodes and those 
withotit. The Postnet 9 or 1 I-digit barcode was to be an indicator of automation 
flats preparation and costing such pieces as flats, with the remainder as parcels. 
The irnpact of this approach was a 35.7% reduction in the parcel unit costs based 
on FY 2000 IOCS data. It was determined that the Postnet 9 or 1 I-digit barcodes 
on parcels was not a good indicator for automation flats preparation, so this was 
dropped ~ ' '  

( a )  Please explain why the Postal Service believes that the presence of "Postnet 
9 or 11 -digit barcodes on parcels was not a good indicator for automation flats 
preparation ." 

i b i  Please explain how "[ilt was determined that the Postnet 9 or 1 I-digit 
barcodes on parcels was not a good indicator for automation flats preparation." 
i c )  Please confirm that reducirlg the parcel unit cost by 35.7% would produce a 
Test Year unit mail processing cost for Standard Regular parcels of 50 cents per 
piece I f  not confirmed, please provide the correct figure. 

Response: 

a-b A brief examination of Postne! barcodes as an indicator of automation flats 

rate preparation showed that Postnet 9 or 1 I-digit barcodes could be 

found on Standard Regular parcels (thicker than 1 'A inch) and also on 

some Package Services mail pieces such as Parcel Post, even though 

Postnet barcodes are not used in parcel sorting by either the Postal 

Service or mailers. Some mailers may be including Postnet 9 or 1 I-digit 

barcodes on the address labels for all their Standard Regular parcels, 

whether or not such pieces are prepared for automation flats rates. I t  

appears that some mailers are using the same database that produces the 

correspondence address blocks, including the Postnet barcode, to print 

the parcel address labels. Such mailers do not suppress the Postnet 

barcode when using the database to produce the parcel labels. As a 

I 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION 

PSAIUSPS-T13-5 

not bend" mailpieces) that exceed five inches in height are recorded in the 

parcel compensation category. 

Yes. The ODIS-RPW sample based volume system is inconsistent with 

the cost systems regarding the last three of the cases listed above for 

CCCS and RCCS. Specifically. the Standard Regular flats pieces that are 

less than 3/4Ih inch thick whish are treated as flats in ODIS-RPW sample 

based volumes, but treated as parcels in the CCCS and RCCS are pieces: 

b.  

. pgt into parcel hampers for delivery by city carriers using a 

two case system, 

that are the top piece of a direct bundle for delivery by rural 

carriers or 

. that are sufficiently rigid so as not to fit into the carrier case 

given delivery by rural carriers. 

The frequency of these circumstances is not known, but is thought 

to be low. so ODIS-RPW sample based volumes by shape are 

substantially consistent with reporting of costs by shape. These three 

instances affect city carrier street and rural carrier costs, not mail 

processing or city carrier in-office costs. Mail processing and city carrier 

in-office costs are based on IOCS, which reports costs by shape in exactly 

the same way as ODIS-RPW sample based volumes, based on piece 

dimensions 
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Question Q23A2 for FY 2005,Ql and 0 2  VS. FY 2005 Q3 and Q 4  
Options C and E Modified 

FY 2005, 01 and 02 

0 2 3 A 2  IPPIParcel Characteristics ___, 
Does (he IPP g,r Parcel have an)  c' !he '2#!c.'.t~; t c a i d i i e r , s : , c ~ ' ~  ,C.,:,?5r It'e F , f i S T d p p , , i a S / e  O W O n  i 

A RoiLTube less than or e w . 3  26 in Leng:n 
8 Non.Unil3rm ThicKness and 3r Ncn-Gectan~ular Snape 
C Length less than 6 '  or Heisht less :hdn 3" or ThicKness less than 1 '2 ' '  

D "USPS (FSE.1) 1000 Appro,ded PolyIv,rapi'' on piece 
E Length less than or equal to 13' and Heigt.: less thai? or aquzl !o ; 2 "  an3 Thlcnness less than 0' equal to 1 l ' a"  
F None 01 the Above 

Source USPS LR-L.21 F-45 Handbook page 8-8 

FY 2005,03 and Q4 

023A2 IPPiParcel Characteristics - - 
Does (he IPP of Parcel have any 01 lhe following c h a r a ~ I e r ! ~ I 1 ~ ~ 7  (Choose Ihe FlRSTapplicable oplion.) 

A Rol lnube less than or equal 26" in Length 
8 Nor-Uniform Thickness and/or Nor-Rectangular Shape 
C Small Package (Length less than 6" OR Height less than 3" OK Thickness less than 114") 
D "USPS (FSM) 1000 Approved Poly(wrap)" on piece 
E Oversized ''Flat'' (Length less than or equal to 13" AND Height less than or equal to 12" 

F None of the Above 
AND Thickness less than or equal lo 1 1:4") 

Source. USPS LR-L.9. Appendix H. 

P 



RESPONSE OF J’OSTAI, SERVICE \VITNE:SS MARC A. SMITH TO 
IN’ I E  H R OC.~\‘IOH I ES Ob’ Pii KCEI , SI I I I’I’E KS ASSOCIA T I  O N  

i’s,i/Lisis‘r 13-x 

PSNUSPS-TI 3-8. Please refer to your response to PSNUSPS-T13-2 where you 
discuss ”suggestions on doing the adjustment differently” and the adjustment that 
would have resulted from each. Would you agree that performing the Standard 
Regular Flat-Parcel Cost Adjustment is an inexact science that increases the 
uncertainty in the Standard Regular parcel unit cost estimate? Please explain 
your response fully. 

Response: 

No, I don’t agree lhat the Standard Regular Flat-Parcel Adjustment is an inexact 

science or that it increases the tincertainly on Standard Regular parcel unit cost 

e st m a t e  

As I indicate at page 34 of my testimony. the need for the adjustment 

5.lerns from an inconsistency between cost and volume data. AS I indicate at 

piiqes 34-135, and in my calculations in Altactiment 13 (and LR-L-53), I use the 

riilio of Slandard Regular parcel voliirnes from RPW by Shape Report data (from 

USPS LR-L-87) to the Standard Regular parcel volumes from sample based 

ODlS-RPW This ratio of volumes. which is Ihc ratio of Standard Regular parcel 

r;ited volumes lo Slandnrd Regular parcel shaped volume. is used to proxy the 

ratio of costs for these two groupc of pieces. Thal assumes lhat the cost per 

piece is the same for flats rated Standard Regular parcels as for the parcel rated. 

Clearly. this is an approximation, which could be refined, but i t  provides an 

acceptable basis for reconciliation. The other alternatives discussed in my 

response to PSNUSPS-T13-2 are not viable for the reasons I gave in that 

response as well as my responses to PSNUSPS-Tl3-6 and PSNUSPS-T13-7. 

4 2 8 0  
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PSNUSPS-T13-9. Please refer to Attachment 14 of your testimony and your 
response 1’3 PSNUSPS-T13-1(c)-(e) where you state that the unit costs for First- 
Class Mail Presort parcels, Standard Mail ECR parcels, and Periodicals Outside 
County pal-cels appear “to be anomalous” and that you “do not know why [the 
units costs are] so large.” Please also refer to the approximate CVs for mail 
processing provided by Witness Czigler in response to PSNUSPS-TI 3-1 (b) and 
the altachrnent you provided in your response to PSNUSPS-T13-3. 
(a) Please confirm that, given the CVs provided by witness Czigler. the 
anomalously large unit costs for parcels in the three subclasses identified in 
P S N U S P S T I  3-1(c)-(e) are v e v  unlikely to be entirely due to sampling error. If 
not confirmed, please explain fully. 
(b)  Please confirm that the anomalously large unit costs for parcels for the three 
wbclasse:; identified in PSNUSPS-TI 3-1 (c)-(e) are likely due to inconsistencies 
i n  Ihr:  tlefiriilion of a parcel in different Postal Service statistical systems. Please 
explain your response fully. 
((:) Iqnorinq Ihe Slandard Regular Flat-Parcel cost adjustment, please confirm 
1t i ; i t  I t i e  same method and statistical systems were used to develop all of the unit 
ioi, l li(]urcs for parcels shown in Attachment 14 of your testimony. If not 
roiifirii ied, please explain fully. 
( r l j  Do you believe that the underlying cause of the anomalous results for First- 
CLiss Ma l  Presort parcels. Standard Mail ECR parcels, and Periodicals Outside 
C o t i r i t y  parcels may have also infecled the other unit cost estimates for parcels in 
Atl;irhment 14 of YOU testimony? If not, can you rule out this possibility? Please 
t*rlil;iin your response fully. 
i t . )  Taking into account your response to subpart (d) of this interrogatory. do you 
ht i l ic ivc~ that rate design wilnesses should use the parcel unit costs from 
Alt;ic-hmeril 14 of your testimony as rough approximations only? Please explain 
yo i i r  response fully. 
i f )  Did anyone advise witnesses Taufique and Kiefer that they should use the 
(i;irc:c?l iinil costs from Attachment 14 of your testimony as rough approximations 
only’> Please explain your response fully 
((j) In your opinion. Is i l  appropriate to use Ihe anomalous First-class Presort 
parcel unit cost at all in designing First-Class Mail rates? Please explain your 
rcsponse fully. 

Response: 

<a Confirmed 

h I can not confirm, since I have not studied these cost anomalies 

c I can confirm that I use the same calculations and data sources for all the 

parcel unit costs In particular all the volumes used to compute unit costs 
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KKSPONSE OF IWSTAI, SERVICE WITNESS MARC A. srviini p r o  

IN'I'EKHO(;,\.TOKIES OF PAKCEI. SIIIPI'EKS ~\SSOCIATION 
PS,2/lJSPS-?'I 3-9 

are from RPW by Shape Report data (LR-L-87). However, as discussed 

in LK-L-87, volumes by shape are developed somewhat differently for 

different subclasses, with differing degrees of reliance on the ODIS-RPW 

statistical sampling system and Postalone! postage statement data. 

As indicated in my response in part b, I have not studied the cost 

anomalies for these three subclasses, so I can not say to what degree 

such anomalies would apply to other subclasses. The volume data 

provided in my response to PSNUSPS-Tl3-3 do, however, show that the 

Lirgc differences observ~ct for First-class presort, Periodicals and 

St;iridard ECR on the share of parcel volumes from RPW by Shape 

Report data (from USPS LR-L-87) versus ODE-RPW sample based data, 

00 not occur for the other subclasses I can not conclude, therefore, that 

Ihc cost estimates for these subclasses reflect the same influence that 

results in the anomalies noted in the other categories. 

I do not have an opinion concerning the use of these costs in rate design. 

I did not give witnesses Taufique and Kiefer advice that "they should use 

parcel unit costs from Attachment 14 of my testimony as rough 

approximations only." I can not say what advice they may have received 

frorn others. 

I do not have an opinion concerning the use of these costs in rate design. 

d 

( f  

f 

9 
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RESPONSE OF POSTAL SERVICE WITNESS hlARC A.  ShlITH TO 
INTERROCA'I'ORIES OF PARCEL SHIPPERS ASSOCIATION 

P s . m s P S - T  I 3- I O  

RSS.  Numerous instances of Slandard Regular parcel shaped pieces with 

Postnel barcodes were observed. Other BMCs were contacted lo verify 

these observalions for other siles. Based on this brief examinalion, 

Postnel barcodes show up on parcel-rated pieces often enough lo obviate 

using Poslnel barcodes as indicators of Flats Automation rate pieces 

No. IOCS did not collect data on the lhickness of mail pieces lhat were 

recorded as Slandard Mail parcels in FY 2000 

See the response to parl b 

Sw Ihe response lo part b 

%:e the response to part h 

A n  approximate estimate of the share of the Slandard Regular mail 

processing parcel costs for pieces with Postnet barcodes for FY 2005 is 

4 3  percent This percentage eslirnale is based on using the cos1 weighled 

dcrk  and mailhandler tallies for Standard Regular parcels and IPPS 

A'; indicated ir parl a of lhis response, pieces with Postnel barcodes will 

include both parcel raled and flats aulomalion rate pieces 

b 

C 

(! 

C! 

I 
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REVISED 8/22/2006 

RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
lh rERROGATORlES OF PARCEL SHIPPERS ASSOCIATION 

PSA/I!SPS-T13-I 1 

PSNUSPS-T13-11. Please refer to the attachment to your response to 
PSAIIJSPS-T13-3 Please provide Standard Regular RPW volume by shape and 
Standard Regular O D E  destmating volume by shape controlled to RPW report 
totals for each fiscal year from FY 1997 to FY 2005 

RESPONSE: 

See the attachment to this response, which contains the requested volume data. 



REVISED 8/22/2006 ATTACHMENT 

RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION 

PSAIUSPS.Tl3-11 

COMPARISON OF STANDARD REGULAR RPW AND ODlS VOLUMES BY SHAPE FOR FY1997 TO FY2005 

ORIGIN-DESTINATION INFORMATION SYSTEM DESTINATING 

FY 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

RPW SHAPE REPORT VOLUME BY CLASS a SHAPE 

Volume In Thousands 

Source LR-L-a7 Shape GFY 2005rV x i s  ,aid predecessnis 

LetterslCds Flats ParcelsIIPPs All Shapes 

27  987.649 1 3  R65 284 H52 716 4? 705 649 

30,082 5RZ 14 714 '376 854 o w  45 hS1 fi50 

33.724.748 15.421 273 799.839 49 945 860 

37.872.913 15.771.844 711,753 54 356,510 

40,421,962 14,996.482 676,623 56,095,067 

40,725,213 13,497,171 640,574 54.862.958 

43,928.876 13,625,157 610,021 58.164.054 

48.117.714 13.859.534 590,572 62,561,820 

51,289,509 14,028.861 600,304 65,918.674 

VOLUME BY CLASS a SHAPE 

Volume In Thousands 
Controlled to RPW 

Source ODIZ~RPW LIDS /!le and predecessors 

LetterslCds. Flats ParctlsllPPs 

29 015.635 12.859.065 830.949 

31 179949 13,614,401 857,300 

34,345,319 14,688.773 911,769 

38,223,103 15,308,226 825,175 

40,344,656 14,968,069 782,342 

40,047,299 14,011,353 804.306 

43.298.128 14,048,555 817,371 

47,479,534 14,306,463 781.823 

50,560,811 14,573,851 784.012 

All Shapes 

42,705,649 

45.651.650 

49.945.860 

54,356,510 

56,095,067 

54,862,958 

58,164,054 

62,567,820 

65,918,674 

P 
N 

cn 
m 
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KIWONSE OF iws'r..\i. SERVICE WITNESS MARC A. SMITH TO 

p s , v u s P s - . r  13-1 z 
I N.l'E:RHO(;A'TC)KIES OF P,\RCEL SHIPPERS ASSOCIATION 

PSAIUSPS-Tl3-12. Please refer to Attachment 13 to your testimony, which 
shows an unadjusted Test Year S!andard Regular Parcel unit mail processing 
cost of 1'7 84 cents Please provide unadjusted Standard Regular Parcel total 
mail processing costs for each fiscal year from FY 1997 to FY 2005. 

RESPONSE: 

This response contains the "unadjusted" base year Standard Regular mail 

processing parcel mil costs with piggyback costs in cents per piece for the fiscal 

y(',irs 1!)98-2000. 2004 and 2005, which are available from the Docket Nos 

11;nOo~ 1. R 2 0 0 1 ~  T .  KZ005-1 arid R2006-1. These same costs were not available 

f i l r  I I W  yc'ar:; 1097. ;!rid 2001 ' c  2003, since no base year calculations were 

i l l , l d [ :  lo r  these prriods The tinadjusted costs for FY 2004 and FY 2005 were 

i ! i , v t 4 o p c . d  by riiiilliplying the results on Parcels (3) by the Final Reconciliation 

1 . 1 ~  t o r  l o r  St;inrl:irtl Rryi lar (from sheet Class. column M) using the source 

, , [ , r ( , , i [ l~ , t i i~(~ts  Iisle(l heloiv In addition, the unit costs reported for FY 1998 and 

I Y 1 W )  :ire the wcqhted average of the separate unit costs for Commercial and 

Noii~Profit ~ i tecpr ies reported in the source spreadsheets listed below 

Mail 
Processing 

Fisral Year Unit Costs 

k Y 1908 48 17 
F Y  1999 49 23 
F Y  2000 60 00 
F Y  2004 79 32 
t Y  2005 75 23 

Source 
USPS 
Library 

Docket No Reference Spreadsheet: 

R2000- 1 LR-1-61 MPSHAPBN.xls 
R2000- 1 LR-1-464 SP99USPS.xls 
R2001-1 LR-J-46 shp00usps.xls 
R2005- 1 LR-K-148 shp04usps.xls 
R2006- 1 LR-L-143 shp05usps.xls 
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PSAIUSPS-T13-13. Please refer lo Attachment 14 to your testimony, which 
shows Test Year mail processing unil cosls by shape and subclass. Please 
provide rnail processing unit costs lor parcelsilPPs by subclass for each fiscal 
vear frorn FY 2001 to FY 2005. 

RESPONSE: 

The atta'chrnenl lo this response conlains Ihe base year mail processing parcel 

iinil costs wilh piggyback costs wnich are available from Ihe Docket Nos. R2000- 

1 ,  R200 I - 1, R2005- 1 and R2@06-1. These same costs were not available for the 

ycxrirs 2001 lo 2003. sirice no base year calculalions were made for those years. 

I r a  , ~ ~ k I i l i i ~ r ~ ,  soch p;ircr4 unrl c d s  were not developed for Periodicals prior to 

Iki( k c a t  No R2005-1 Likewise. parcel unil costs were not available for Package 

Siwcc:, prior to this case The parcel u r i i l  cosls provided for Standard Regular 

l o r  F Y 2003 ;ind F Y  2005 are adjusled using t h c  Flats-Parcel Cost Adjustment as 

c l i v  r i t x d  in m y  testirriuriy ;>I pages 3435 The unadjusted costs are provided in 

IIIV rcqxinse lo PSNUSPS-T13-12 
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ATTACHMENT 

RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION 

PSAIUSPS-TI 3-1 3 

Base Year Parcel Volume-Variable Mail Processing Unit Costs 
lor Dockels Nos. R2000-1. R2001-1. RZ0051 and R2006-1 

(Cents per Piece) 

FY 1998 FY 1999 FY2OW FY2004 FY 2005 

69 54 

I7082 

33 51 

.If+ 1 7  

72 52 

135 18 

14201 

49 23 

I30 75 

47 93 

41R 07 

79 02 

w o w 1  

LR 1464 

SW9USPS XIS 

nz 35 88 82 

249 92 279 14 

356 31 

2,950 03 

2 865 66 

185 oa 880 57 

60 00 59 92 

R2001~1 WOO51 

L R - J ~ 4 G  LR-K-148 

99.94 

294.28 

309.92 

2.833 64 

2.752 53 

2.410.15 

57 60 

11969 

59 16 

I04  72 

W O O & l  

LR-L-143 
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RESPONSE OF POSTAL SERVICE WITNESS MARCA. SMITH TO 
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION 

PSAIUSPS- T13-14. Please refer to your response to PSNUSPS- T13-10(a) 
which states. 

'The determination that 9 and 1 I-digit Postnet barcodes show up on 
parcel-rated Standard Regular pieces often enough to undermine the 
approach of using Postnet barcodes as an indicator of automation flats 
rates was based on observations at a BMC and calls to check on this at 
other BMCs Postal Service personnel observed operations at BMCs and 
ascertained the presence or absence of Postnet barcodes on pieces that 
are clearly "parcels",  le^. on pieces that exceed the 1 1/4 inch thickness or 
are containerized at entr] such that they are clearly "parcels" and paid the 
F:SS Numerous instances of Standard Regular parcel shaped pieces with 
F'ostnet barcodes were observed. Other BMCs were contacted to verify 
these observations for other sites. Based on this brief examination, 
F'ostnet barcodes show up on parcel-rated pieces often enough to obviate 
using Postnet barcodes as indicators of Flats Automation rate pieces." 

Please refer further to your response to PSNUSPS-TI3-IO(f) which states, 

",4n approximate estimate of the share of the Standard Regular mail 
processing parcel costs for pieces with Postnet barcodes for FY 2005 is 43 
percent This percentage estimate is based on using the cost weighted 
clerk and mail handler tallies for Standard Regular parcels and IPPS As 
indicated in part a of this response, pieces with Postnet barcodes will 
include both parcel raled and flak automation rate pieces.'' 

Ftnally, please refer to Attachment 13 of your testimony where you adjust 
Standard Mail Regular parcel unit costs downward by 23.4% (I-,766) using the 
RPW/RPW-ODIS volume ratio 

(a) How often did "Postnet barcodes show up on parcel-rated pieces"? In 
particular, based upon the "brief examination" described in PSNUSPS-TI 3-1O(a). 
what percentage of Standard Mail parcel-rated pieces had Postnet barcodes on 
them? Please explain fully 

(b) Do you believe that the difference between the 43 percent specified in 
PSA/U:;PS-T13-1O(f) and the 23.4 percent adjustment made to Standard Regular 
parcel costs on Attachment 13 is entirelv because there are Postnet barcodes on 
some pieces that exceed 1 W in thickness? If so, please provide all data that 
support this conclusion If not, please explain all other factors that may contribute 
to the discrepancy 

RESPONSE : 

a I don't have any estimates of the percentage of Standard Regular parcel- 

rated Dieces with Postnet barcodes from the observations at BMC or the 

l 'S~v~Jsl's-'rl3-l4, Page 1 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION 

other information gathered via phone calls to other BMCs. As I stated 

previously. such pieces were observed often enough to cast doubt on 

using Postnet barcodes as an indication of flats automation rate for 

Standard Regular parcei shaped pieces 

I #do not know what you mean by ”exceed 1 W in thickness.” If your 

question is meant to read “exceed 1 and 1/4Ih inch thickness,” then I would 

answer as follows 

b 

The difference behveen the 23.4 percent and the 43 percent 

reflects processing costs for Standard Regular parcel-rated pieces that 

have a Postnet barcode. The 23 4 percent derived in my Attachment 13 

represents the FY 2005 automation flals-rated share of ODIS-RPW 

sample-based Standard Regular parcel volumes. Since the IOCS defines 

piece shapes the same way as the ODIS-RPW sample-based system. 

23 4 percent of the pieces which IOCS data collectors would regard as 

Standard Regular parcel shaped pieces should be automation flats-rated. 

l ~h i s  does not indicate the share of processing costs for the automation 

Pats-rated pieces, but it provides important information in estimating the 

processing cost share 

As indicated in my response to PSNUSPS-T13-7, IOCS does not 

provide a cost estimate for flats-rated pieces in Standard Regular parcei 

rnail Therefore, we are unable to compute the share of costs for 

Standard Regular parcel shaped pieces which are flats-rated as compared 

lo all Standard Regular parcel shaped pieces using IOCS We use an 



4 2 9 2  

RESPONSE O F  POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORY OF PiZRCEL SIIIPPERS ASSO.CIAT1ON 

allernative approach: if the cost per piece for parcel shaped flats-rated 

pieces is less (greater) than the cost per piece for parcel-rated pieces, 

then the cost share would be less (greater) than the 23.4 percent volume 

share For this adjUStment. it is a reasonable assumption that the 

processing cost per piece is identical for flats-rated and parcel-rated 

pieces The resulting volume share of 23.4 percent is our best estimate of 

the processing cost share for automation flats-rated pieces, hence its use 

in the Standard Regular flats-parcel cost adjustment in Attachment 1 3 ~  

As irdicated in my response to part (a) of this interrogatory and in 

my responses to PSNUSPS-Tl3- 6 and 10. Standard Regular parcel- 

rated pieces often have Postnet barcodes 

difference between 23 4 and 43 percent would indeed reflect Standard 

Regular parcel shaped pieces. which are parcel-rated and also have a 

Postnet barcode 

From that, I conclude that the 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 

INTEKRO<;ATOKIES OF I'AHCEI, SHIPI'ERS ASSOCIATION 
REI)IREC'~F,l) FROM WITNESS HAFUHUSH 

PSAIUSPST4-1. Please refer to your response to POlR No.5, Question 16 which 
states, "There are other instances where Periodicals may show as flats on mailing 
statements and parcels in the data systems. For example, if a large but less than 
3/4 inch flat is rolled prior to its receipt by the carrier so the carrier can handle the 
mailpiece more easily and efficiently. the flat would be counted as a parcel in the 
carrier systems because it is thicker than 3/4 inch. Furthermore, if a Periodical flat 
is on the top of a direct bundle given to a rural carrier, the data collector will 
record the bundle as a Periodical parcel, using the top-piece rule. Similarly in 
RCCS. ingid flats (including properly prepared "do not bend" mailpieces) that 
exceed hve inches in height are recorded in the Parcel compensation Category 
as well ;as other mailpieces that cannot fit in the case separation with other mail. 
In the CCCS, i f  a large Periodical flat is in the parcel hamper, a data collector will 
record t ia t  piece as a parcel when the carrier is using a two case system." 

( , 3 )  Please discuss all instances where Standard Mail pieces that are less 
lhan 314 inch thick "may show as flats on mailing statements and parcels in the 
data systems " 

costs from parcels to flats acioi.int for the fact that some Standard Mail pieces 
that are less than 314 inch thick "may show as flats on mailing statements and 
parcels in the dala systems " If so, please explain fully. 

( , Z J  Please discuss all instances where First-Class Mail pieces could be 
counted as flats by RPW and as parcels in the data systems. 

( n j  Does the Postal Serwce's method of transferring Standard Regular 

RESPONSE: 

a Answered by witness Harahush 

b 1-he Postal Service's method for transferring Standard Regular costs from 

parcels to flats is for the purpose of addressing inconsistent parcel shape 

definitions between RPW by shape (USPS LR-L-87) and the cost systems 

17 the development of processing and delivery unit costs. This method 

relies on the ratio of RPW by shape volumes (USPS LR-L-87) to ODIS- 

RPW sample based sys!em volumes for Standard Regular parcels. The 

argument that I have made for using this method is that ODE-RPW 

sample based system and the cost systems have the same definition of 

shape and therefore diverge from RPW by shape data in the same way 

http://acioi.int


RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION 

REDIRECTED FROM WITNESS HARAIIUSII 

 SI^ to answer this question. we must examine if this argument holds for 

Standard mail pieces less than 'A inch thick which "may show as flats on 

mailing statements and parcels in the data systems" for each of the cost 

systems We can then consider the implications of this examination for 

using the Postal Service's method on processing unit costs and delivery 

unit costs 

IOCS is consistent with ODIS-RPW. since both systems use the 

same piece dimension rules for determining shape. If a piece is longer 

than 15 inches. but less than 15 X inches long, both systems treat such a 

piece as a parcel m e r ,  pieces are part of a direct bundle, rigid or 

included in a parcel ham,?er. both systems define such pieces as flats, 

h s e d  on piece dimensions So there is no inconsistency between IOCS. 

ODIS-RPW and RPW by shape on such pieces. 

In his response 13 part (a), witness Harahush identifies two 

instances where Standard Regular flats rated pieces that are less than 

?<th inch thick could be regarded as parcels under CCCS and as flats 

under RPW by shape 

and more than 15 and less than or equal to 15% inches in length, CCCS 

would classify such a piece as a parcel. The second is a flat-rated piece 

less than ?4 inch thick. but found in the parcel hamper of a carrier using a 

two case system. which CCCS would again classify as a parcel. The first 

of these would also be treated as a parcel by ODIS-RPW. and would 

The first IS a flat-rated piece less than % inch thick 
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION 

REDIRECTED FRORl WITNESS HARAHUSH 

accordingly be handled by ihe Postal Service adjustment. The latter, 

hcwever, would not. 

In the case of RCCS, as indicated in witness Harahush's response 

to part (a), Standard Regular flats rated pieces that are less than % inch 

thick could be identified as parcels under RCCS and as flats under RPW 

by shape for pieces that are the top piece of a direct bundle, and for 

pieces that are sufficiently rigid so as not to fit into the carrier case. In 

both cases there I S  a divergence between RCCS and ODE-RPW. As a 

result. we can say that the Postal Service method of transferring costs 

from parcels to flats would not account for these pieces. 

Given the above we can say that the Postal Service method does 

account for such pieces in mail processing costs and city carrier in-office 

costs, because these costs are based on IOCS. 

So in the case of cily carrier street and rural carrier costs, the 

Postal Service's method of transferring costs from parcels to flats, does 

not account for Standard Regular flats rated pieces that are less than 3/4Ih 

inch thick that are 

put into parcel hampers for delivery by city carriers using a 

two case system. 

are the top piece of a direct bundle for delivery by rural 

carriers or 

4 2 9 5  

= are sufficiently rigid so as not to fit into the carrier case given 

delivery by rural carriers 



KESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 

REDIRECTED FROM WITNESS HARAHUSH 

However, the frequency of these circumstances is not known, but IS 

thought to be low. and therefore should not have a significant impact on 

the veracity of the Postal Service's method of transferring costs from 

parcels to flats 

INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION 

C Answered by witness Harahush 
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RESPONSE O F  POSTAL SERVICE WITNESS RIAKC A.  ShllTtl TO 
IN~IEHKO(;. . \ 'I'OHY OF VALPAK 1 ) I K E C I  hlAKKETIN<; SYSTEhlS, INC'. 

,\ND V,\I,PAK DE,%I.ERS ,\SSOCIATION 

VPIUSPS-TI~-I. 
Please refer to the attachment to this interrogatory. Column 1 contains Base 
Year volume variable costs, as shown in USPS-LR-L-3. Columns 2 and 3 
distinguish those volume variable costs that are considered to be indirect from 
those lhat are considered to be direct. The separation between direct and 
indirect costs was obtained from USPS-LR-C-93. PRCBY05.xls, pages 4-6. 
Colurnn 4 shows the USPS piggyback factors applied to direct costs, and 
Column 5 shows the total piggybacked costs. 
a. Please review the costs in columns 2 and 3 and either (i) confirm that they are 
correct and in the correct columns, as shown, or (ii) for each cost segment. 
provide the correct distribution of volume variable costs as between direct and 
indirect costs. 
ti The pig(1yback factors shown in column 4 are from USPS-T-13, Attachment 8, 
row 41, and are for TY2008BR - USPS Version. Please confirm that these are 
the correct p igqybxk fnclors to apply to the Base Year volume variable direct 
rosls.  i ) r  si.ipply the correct piggyback factor for each Base Year volume variable 
dircx:t cost  shown in the attachmer?t. 
c Pleasf: confirm that the total piggybacked costs, $10,002,532,000, shown at 
Itit! t)ottorn of column 5 on page 2 of the attachment is correct, or supply the 
correct fiqore for the total indirect costs that are piggybacked onto the volume 
viiri:it)le ciirftcl costs in column 3 ( / . e . ,  $27.597.332.000 in the attachment). 
d Plt>nse fixplain why the procedures that you use to develop piggyback factors 
rewl t  i r i  total piggybacked indirect cosls (;.e., $10.002.532.000) that fail to 
. i c (  owit for ; I  portion ( i  e.. 19 3 pcrcent) of total indirect volume variable costs 
( r e  , 512.393.563.000). 
f ?  Plonse cxplain whether the piggyback factors used to compute cost 
cfiffcwntials between rate categories should be increased by an amount sufficient 
IO ciccuunt for all, or nearly all, of the Postal Service's indirect volume variable 
cms1s 

4 2 9 7  



Attachment IoVPiUSPS-T13- I  4298  Direct and Indirect 
Volume Variable Costs 
I$ in thousands) 

J 
.,o. 

(1) 
Volume 
Variable 

Cos ts  

1 Postmasters 379.979 

2 Supervisors a n d  Technic ians 
2 1  1 Mail processing 
2 1 2 
2 2  Wndow sewice 
2 3  Adinin 8 siJpport 

2 4  1 C x y  delivery 
2 4 2  Rural delivery 
2 4 3  Vehicle SY,: drivers 
2 5 2 lirgher lev'l 

2 5 fi 
2 5 7  .Joint r,uprivision 

Central mail markup 

2 5 5  Tlalnlng 
Om1 conlrolif icv pro1 

2,122,210 
813.076 

37.508, 
99.795 
40.031 

556.482' 
44.358 
23.239 
68.492 
24,071 
40,344 

374.813 

10 Rura l  Carriers 
Ev.haler !  routes 
Olher ioiiles 

2.214.077 
2 035 578 

17R 499 

11 Custodia l  & Maint. Services 2.027.950 
1 1  1 1 Cus lodw personnel 654.(;F,L) 
1 1  1 2 Conlracl (:Icxincrs 41 515 
1 1  2 Op w~olpmenl  mainlenancf 1 m 5  109 
1 1  3 (:tistr~dtnl 8 i n a n t  Servtces 313 (157 

12 Motor Vehiclt? Service 
12 1 F'risonnrl 
12 2 Supplies R materials 
1 2  3 Vehicle hire 

268.037 
104 190 
157 245 

6 602 

(2) 

Ind i rect  

379.979 

2,122,210 
813.076 

37.508 
99.795 
40.031 

556.482 
44,358 
23.239 
68.492 
24.071 
40.344 

374.813 

663.556 
0 
0 

629.633 
33.922 

0 

1,003,740 
0 

734,063 
269.676 

455.695 
0 

455.695 

0 

0 
0 
0 

2.027.950 
654.669 

54.515 
1,005.109 

313.657 

268.037 
104,190 
157,245 

6,602 

(3) (4) 
USPS 

Direct back 

0 1.223 

0 1.000 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

13.760.648 
12,703,875 1.570 

1,056.773 1.392 
0 
0 

Piggy.  

3,335 1.000 

3,198,073 1.264 
3,198.073 

0 
n 

3.453.927 1.264 
3.453.927 

0 

367,029 1.482 

2.214.077 1.187 
2.035.578 

178.499 

0 1.000 
0 
0 
0 
0 

0 1,000 
0 
0 
0 

Page 1 

(5) 
USPS 

Piggy'd 
c o s t s  

0 

0 

7,655,464 
7,241,206 

414,255 

0 

844.291 

91 1,837 

176.908 

414,032 

0 

0 



Direct and lndrrccl 
Volume Variable Costs 
($ ~n thousands) 

(1) ( 2 )  
Volume 
Variable 

costs  Indirect 

4.148 4,148 
1,694 1.694 
2.455 2,455 

4,564.206, 0 
i ,598.314' 0 

8.005 0 
2.122.924 0 

118.014 0 
25.038, 0 

691.911, n 

1.217,936 1,217,936 
863.364 863,364 
354,572 354,572 

1.278.496 1,272,629 
87,098 81.098 

5,867 0 
7 306 7,306 

101.250 101.250 
309.630 309,630 

423 423 
766.!123 766.923 

0 0 

1.441.253 1.441.172 
4 3,325 43,325 

81 0 
49.056 49.056 

533 533 
4S4 940 454.940 

23.5130 23.930 
863.186 863,186 

6,202 6.202 

0 0 

1.566.601 1,536,512 
738,572 738,572 

35.9R9 35.989 
760.767 760.767 
30.090 

1.183 1.183 

39.990.895 12,393.563 

Allachmenl lo VPlUSPS-T l3 -1  4 2  99 
Page 2 

(3) (4) (5) 
USPS USPS 

Piggy- Piggy'd 
Direct back Costs 

0 1.000 0 

0 
n 

4,564,206 1.000 0 
1,598,314 

8.005 
2.122.924 

118.014 

691.91 1 
25.038 

0 '  1.000 0 
0 
0 

5,867 1.000 0 
0 

5.867 
0 
0 
0 
0 
0 

0 1.000 0 

81 1.000 0 
0 

81 
0 
0 
0 
0 
0 
0 

0 1.000 0 

30,090 1.000 0 

30.090 

27,597,332 10,002,532 



RESPONSE: 

a.  As indicated by witness Milanovic. USPS-T-9, in his response to 

VPIIJSPS-T9-1, the Postal Service does not separate base year costs into 

"direct" and "indirect" categories.' I have no opinion on the division of 

cost'; into "direct" and "indirect" as contained in USPS-LR-L-93, 

PRC:BY05.xls. pages 4-6. The line between "direct" and "indirect" can be 

n matter of judgment and would depend on the purpose for making the 

distinction 

I, 

devcloped an attachment to this response lhal splits volume variable costs 

inlo' labor costs upon which costs are piggybacked, piggybacked costs, 

;in(! olher non-personnel costs. Base Year piggyback factors are provided 

in this atlnchment. These piggyback faclors are from LR-L-52, 

sprt!nclsheet BYPBack.USPS XIS. 111 addition. three additional sets of 

piggyback factors for Training. Supervisors Training, and Data Collection 

8 Other Administrative are provided in LR-L-146, in spreadsheet 

BYPBack.AII.USPS.xls. 

Not confirmed. 7 0  address Ihe questions you raise I have 

C Not confirmed. See the Attachment lo this response 

4 3 0 0  

In my testimony I reference costs that appear in the numerator of 
the piggyback factors. but not in Ihe denominator, as "indirect costs " 
These piggybacked costs are indirect or support costs for the purposes of 
the construclion of the piggyback factors 

I 



RESI'ONSE OF POSrAL SERVICE WITNESS MARC A. ShllTtI T O  
IN I'ERRO(;ATORV O F  VALPAK DIREC'T MARKETING SYS rERIS. IN<'. 

AND VALPAK DEz21,ERS ASSOCIA rION 

d. As shown in the attachment of this response, the full amount (except for 

rounding) of volume variable costs are accounted for by labor costs upon 

which piggyback factors are based, piggybacked costs and other non- 

personnel costs. The spreadsheet in LR-L-146 shows (in the sheets 

marked Summary of Outputs and Summary of Inputs) that the total costs 

for the cost segments which are included in piggybacked costs are 

accounted for in the development of the piggyback factors. 

As shown in the cNxhrnent of this response, the full amount (except for 

rounding) of volume variable costs are accounted for by labor costs upon 

which piggyback factors are based. piggybacked costs and other non- 

personnel costs. 

e 

4301 



RESPONSE OF POSTAL SERV, NITNESS MARC A. SMITH TO 
INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC. 

AND VALPAK DEALERS ASSOCIATION 

ATTACHh._..JT IN 
RES' ' S E T 0  
VPIUL 3-T13-1 

Division of FY 2005 Volume Variable Costs Into Labor, Piggyback and Other Non-Personnel Cost 

Source. See USPS LR-L-146 
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CHAIRMAN OMAS: Is there any additional 

written cross-examination for Witness Smith? 

(The documents referred to 

were marked for 

identification as Exhibit 

Nos. USPS-LR-L-22 and USPS- 

LR-L-52 through USPS-LR-L- 

54.) 

MR. HESELTON: Mr. Chairman, I'd like to 

indicate that Wicness Smith has four li-brary 

references associated with his testimony that are also 

Category I1 library references and therefore should be 

admitted to the record. 

BY MR. HESELTON: 

Q So I'd like to ask Mr. Smith, are you 

familiar with library references USPS-LR-L-22, and 52, 

and 53 and 54? 

A Yes, I am. 

Q Were these library references prepared by 

you or under your direction? 

A Yes. Yes, they were. 

0 Do you sponsor these library references? 

A I do. 

MR. HESELTON: Mr. Chairman, I ask that the 

library references USPS-LR-L-22, 52, 53 and 54 be 

Heritage Reporting Corporation 
(202) 628-4888 
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received in evidence at this time. 

CHAIRMlN OMAS: Without objection. So 

ordered. 

(The documents referred to, 

previously identified as 

Exhibit Nos. USPS-LR-L-22 and 

USPS-LR-L-52 through USPS-LR- 

L-54, were received in 

evidence.) 

CHAXKMAN OMAS: This brings us to oral 

cross-examinatio?. One participant has requested oral 

cross-examination, the Parcel Shippers Association. 

Mr. May, would you like to begin, please? 

MR. MAY: Yes. 

CROSS-EXAMINATION 

BY MR. MAY: 

Q I’m Tim May. counsel for Parcel Shippers. 

Good morning, Mr. Smith. 

A Good morning, Mr. May. 

Q If you would look initially at your 

Attachment 14 tc your testimony? 

A I have it. 

Q Is it correct that in that attachment you 

show a cost for standard enhanced carrier route 

parcels of $24.50? Is that correct? 

Heritage Reporting Corporation 
(202) 628-4888 
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4 3 0 5  

A Yes. That's correct. 

Q Okay. Now, if you will now refer to your 

response to the Presiding Officer Information Request 

No. 10, your response to Question 2?  

A Okay. I have it. 

Q I believe in that response to Question 2(a) 

you agreed that the $24 figure in your Attachment 14 

is anomalous. Is that correct? 

A That's right. 

Q Also, in response to that same POIR in 

Question 2(e) you state that you don't know the, 

"actual cause of that anomaly". Is that correct? 

A That's correct. 

Q And that the results of any analysis of the, 

"actual cause" would likely not be available for this 

rate case? 

A I was asked to provide a time in which I 

could address that and I wasn't aware of what data I 

would be able to address, so as far as I know I'm not 

sure when we'd be able to address that. 

Q Okay. Now, that isn't the only anomalous 

unit mail processing cost estimate for parcels is it? 

For example you estimated that the unit mail 

processing cost of first-class presort parcels was $3. 

If you'll refer to your response to PSA-13-l(c)? 

Heritage Reporting Corporation 
(202) 6 2 8 - 4 8 8 8  
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A I have it. 

Q You do show a mail processing cost f o r  

first-class parcels there of $3. Is that correct? 

A First-class presort parcels. 

Q You also estimated that the unit mail 

processing cost of periodicals outside the county 

parcels was $ 2 6  2~ piece. Is that correct that table 

shows that? 

A That's correct. 

Q Just so we're clear isn't the case that you 

used the same data sources to estimate the unit costs 

for parcels in all subclasses that you did for these 

anomalous categories? The same data sources? 

A Well, as I answered in I believe it was your 

question - -  

Q I think it's (c) isn't it? Answer to PSA- 

1 3 - 9 ( c ) ?  

A Okay. 

Q Which you say, "I can confirm that I used 

the same calculations and data sources for all the 

parcel unit costs"? 

A Right, but I do also point out there that 

all the volume data is from the library reference LR- 

L-87. However, the underlying sources of the data 

that go into tnat system are not identical subclass to 

Heritage Reporting Corporation 
(202) 628-4888 
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subclass. There’s much more reliance on mailing 

statements, postage statements, for bulk mail. 

Q Yes. I believe you have confirmed that. 

The three categories I’ve pointed out you’ve agreed 

that those are anamalous and that you really don‘t 

know the reasons why. Isn‘t that correct? 

A That’s right. Well, my understanding in 

general for the most part I had thought these costs 

were anomalous that you‘ve referred to and it wasn’t 

my view that they were required for rate design or 

that the anomalies were of concern to any of the users 

of this data. 

Q Yes. Well, your answer to this question was 

the first-class presort parcels unit costs appear to 

be anomalous and I do not know why it is so large, and 

you say the periodicals outside county parcels unit 

costs appear to be anomalous and I do not know why it 

is so large. Those are the answers you gave to 

Question PSA-13-1 are they not? 

A That’s right. 

Q Now, can you rule out the possibility that 

the cause of the anomalies that you’ve pointed out in 

these three subclasses whatever that cause is is also 

infecting the unit cost figures for your other 

subclasses? Can you rule out that possibility? 

Heritage Reporting Corporation 
( 2 0 2 )  6 2 8 - 4 8 8 8  
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A Well, I don‘t believe they would apply to 

the other categories. In my response to PSA No. 3 the 

attachment there shows the relative volumes of these 

categories and basically the relative volumes of the 

categories that we‘re talking about, RPW volumes, are 

relatively small, and I don’t think those are the 

factors that - -  like I say, I haven’t studied them, 

but as far as I know the issues that are causing 

anomal-ies there to the best of my knowledge I wouldn’t 

think would apply to the categories where we have 

major volumes. 

Q Well, since you have testified that you do 

not know what is causing the anomalies how can you say 

that it is not Fossible that whatever that cause is 

since you don’t know what it is is also infecting all 

of the parcel categories? How can you be sure? 

A Well, I can’t be sure, but I can certainly 

say that the anomalies that you cite are not 

reflective of the costs in the categories say for 

first-class single piece or for standard regular and 

the package services categories, so those are the 

categories that have substantial volume and I think it 

would be incorrect to infer that anomaly is related to 

small volume categories when applied to other 

categories. 

Heritage Reporting Corporation 
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Q Yes. I simply asked you whether you could 

rule out the possibility that the same cause infected 

all the other categories given the fact that you don't 

know what the cause was? 

A Well, I can't say that it's impossible, but 

I don't think it's very likely. 

Q Now, I'd like you to focus on the standard 

regular parcel costs. If you will refer to page 34 of 

your testimony? You there discuss an inconsistency 

between the RCW and the cost systems. Is that 

correct? 

A That's right. 

Q So automation flats that are between three- 

quarters of an inch and one and one-quarter of an inch 

thick are recorded as flats by the RPW system and as 

parcels by I O C S ?  Wasn't that the problem that you 

discussed there? 

A That's right. 

Q So to correct for that you make an 

adjustment to correct for that inconsistency, correct? 

A Yes. 

Q More specifically what you do is you adjust 

the unit cost for standard regular parcels downward by 

23.4 percent? I think that's shown in Attachment 13 

to your testimony. Is that what you did there? 

Heritage Reporting Corporation 
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A Yes. 

Q Now, just a couple of questions about the 

adjustment. If you'll refer to your answer to P S A ' s  

Question 14? Yo12 agreed there that in FY2005 - -  do 

you have that? 

A Not yet. 

Q That in 2005 approximately 43 percent of 

mail processing costs for standard regular parcels 

were for pieces that had post net barcodes on them 

Is that correct? 

A Okay. 

Q You'll see in the question it says referring 

to you to your answer to 10-S where it quotes you as 

saying, "an approximate estimate of the share of the 

standard regular mail processing parcel costs for 

pieces with post net barcodes for FY2005 is 43 

percent". See that? 

A Yes, I do. 

Q Okay. 

A I'm sorry. Your question? 

Q So the post net barcode is the barcode that 

must be placed on flats to qualify for automation 

rates. Is that correct? 

A That's correct. 

Q So WE' now have post net barcodes on 43 

Heritage Reporting Corporation 
( 2 0 2 )  6 2 8 - 4 8 8 8  
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percent of the parcels you say? 

A That’s right. In my interrogatory 

responses, I believe No. 7, I pointed out that post 

net barcodes were found on parcel rated pieces as 

well. so the post net barcodes, although they 

wouldn‘t be of any use in sorting parcels since the 

barcodes are different for parcels post net barcodes 

were found on parcel pieces, perhaps the same methods 

for flats that’s the same methods for applying the 

addresses might have contained the post net barcodes. 

In any event the parcel rated pieces were 

found with post net barcodes. 

Q If you assumed that all of those 43 percent 

with the post net barcode were actually flats that 

would have compelled you to make an adjustment 

adjusting the mail processing costs down by 43 percent 

rather than 23 percent? If you made that assumption. 

A That’s right. That was proposed as I 

indicated in m y  interrogatory responses. That was 

considered by us and then we decided that the IOCS 

information on 2ieces with post net barcodes was not 

valid as far as telling us about pieces that were 

flats rated since so many parcel pieces had post net 

barcodes 

Q That‘s because you were informed that some 

Heri;age Reporting Corporation 
( 2 0 2 )  6 2 8 - 4 8 8 8  
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of these pieces had post net barcodes, but you say you 

did not know hofl many of them. For example your 

response to 13(a) was I don't have any estimates of 

the percentage of standard regular parcel rated pieces 

with post net barcodes from the observations at BMC or 

the other information gathered via phone calls to the 

other BMCS. 

So you don't really know the frequency with 

which these post net barcodes appeared on parcels do 

you? 

A No. We didn't conduct a study on this, but 

staff was at BMCs observing operations and they were 

asked to take note if parcels would contain or have 

post net barcodes and they indeed found them, parcels 

on the parcel splitter with the post net barcodes 

0 Yes. So you know that it wouldn't be 

correct to reduce the cost by 43 percent because you 

did know that some of that 43 percent were parcels 

with a post net barcode, but you didn't know how many. 

Isn't that correct? You knew that some had it, but 

you said you didn't know how many. 

A Well, the information from IOCS was telling 

us the costs associated with pieces, I guess parcel 

shaped pieces, that had post net barcodes. It's 

impossible to tell from I O C S  whether those are flats 

h'eritage Reporting Corporation 
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rated parcels or parcel rated. The only thing that we 

obtained from our observations at BMCs is that it was 

not uncommon to find post net barcodes on parcel rated 

pieces. 

Q Well, t.hen so the only thing you know isn't 

it the case that a reduction of 4 3  percent in costs on 

the assumption they were all flats would be incorrect, 

but because you don't know how many were parcels you 

don't know how incorrect a 4 3  percent reduction would 

be 7 

A I don't know how incorrect it would be, but 

I felt based cn the observations of the mail at the 

BMCs that it wcw1.d be unreliable to use the 4 3  percent 

and to allow it in any way. 

Q I know, but you also said that the 

observations and based on your phone calls that they 

didn't know the number either. 

A The observations of the BMCs were just 

confirmed the idea that post net barcodes are often 

applied to parcel rated pieces. We didn't determine 

the percentage of parcel shaped pieces that had post 

net barcodes which were flats rated versus parcel 

rated, but what we did determine that it was common 

that parcel rated pieces would have post net barcodes. 

Q That it was common? 

Heritage Reporting Corporation 
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A It was readily observed and pieces that were 

on the parcel sorting machine at the BMCs were seen 

with post net barcodes. 

Q Well, I think what your testimony was that 

they were observed often enough to cast doubt on using 

post net barcodes as an indication of flats automation 

rate for standard regular parcel shaped pieces often 

enough. That's your testimony I believe. 

A Right. 

Q Well, that's your answer to Question PSA-13- 

10 (a) . 

A That's right. Well, the one example that I 

was told about involving the parcel sorting machine 

and parcel with the post net barcode, that and other 

observations were the reason we thought it was 

occurring often enough, but we wouldn't want to rely 

on IOCS data regarding pieces with post net barcodes 

as an indicator of flats rating 

Q Okay. Now, I'd like to turn your attention 

to this piece of mail I have in my hand. I was going 

to bring it over and let you feel it and look at it. 

A I've got my ruler here. 

Q Now, just looking at it without measuring it 

- -  you've already measured it. Just looking at it it 

looks like a parcel doesn't it? 

Heritage Reporting Corporation 
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A No. I guess I‘m not sure I‘d say it looked 

like a parcel. 

Q It’s in a box. Does it look like a flat? 

A Well, I guess my perspective here is after 

coming at it from reading the DMM, and IOCS and ODIS 

RPW manuals I wan.t to get out my ruler and things like 

that before answering the question on whether it’s a 

parcel or a flai. 

Q You did measure it didn’t you? 

A I haven‘t done it yet. 

Q Go right ahead then. 

A Okay. Thank you. Okay, here. Let’s see 

here. Okay. I‘ve measured it. 

Q It’s less than three-quarters inch thick 

isn’t it? 

A Let‘s see. I thought it might be more. I 

think it’s about seven-eighths of an inch thick unless 

I’m using the wrong side of this ruler, but I think 

it’s seven-eighths of an inch. 

Q If someone in the post office is handling 

this are they getting their ruler out every time they 

handle it? 

A I don‘t know. 

Q Do you have any data how frequently IOCS 

data collectors might record a piece like that that’s 
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a flat, but record it as a parcel? 

A Okay. Let’s see here. Well, since it 

exceeds three-fourths of an inch thick I believe IOCS 

data collectors would record this as parcel shaped. 

Q If it were less than three-quarters of an 

inch thick and they recorded it as a parcel would that 

be incorrect? 

A Let me see here. I believe that would be 

incorrect to record it as a parcel if it was less than 

three-quarters of an inch thick 

Q If that were to happen that would simply be 

a case of human erzor would it not? 

A Yeah. 

Q I mean, someone sees that and says it looks 

like a parcel, marks down a parcel because they didn’t 

measure it, and so they commit human error. You don’t 

know to what extent human error may be occurring in 

that case. I don’t believe you have any data on it do 

YOU? 

A No, I don’t. 

Q Your ether correction does not take account 

of human error. It’s to correct a known inconsistency 

rather than to correct for human error. Is it not the 

case? 

A Well, in the case of the adjustment I’ve 
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done using ODIS P.PW, ODIS RPW has the same basis for 

determining mail piece shape, so the same process is 

used by the ODIS RPW data collectors versus the IOCS 

data collectors. I guess what I'm saying is that 

there's going to be a consistent treatment in general 

of mail pieces between ODIS RPW and IOCS because of 

that 

Given that the adjustment that I've done 

would reflect, essentially adjust for this difference 

in the shape definition between the RPW by shape 

versus IOCS. 

Q I know, but that's not due to human error is 

it? They're simply following the definitions of the 

two different systems and they're not mismarking the 

material because of human error are they? 

h Right. I guess what I'm saying is the same 

degree of error, it would be present in both. 

Q Well, yes, but I'm asking you specifically 

whether a piece that is less than three-quarters of an 

inch thick but looks like a parcel, that isn't 

adjusted f o r  in your inconsistency is it? In your 23 

percent reduction? 

A I think it's fair to say that in the ODIS 

RPW data that's been reconciled with RPW finds in 

Attachment 13 we have approximately, well, 7 8 4  million 
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parcel shaped pieces for standard regular and I would 

expect that the process involved in identifying that 

volume is als3 the same process involved in 

identifying parcel shaped pieces and parcel costs in 

office cost systems. 

So I ' m  saying there's a consistency in the 

way the costs and the ODIS RPW volumes are developed. 

Q I know, but this is a function of the 

different definitions rather than human error is it 

not? 

A Well, the definitions are the same between 

ODIS RPW and in office cost system. As far as shape I 

certainly can't testify to a degree of human error or 

whether - - 

MR. MAY: That's all. Mr. Chairman, that's 

all I have. 

CHAIRMAN OMAS: Thank you, Mr. May. 

Is there any additional follow-up cross- 

examination? 

(No response.) 

CHAIRIW OMAS: Mr. Heselton, would you like 

some time with your witness? 

MR. HESELTON: Yes, Mr. Chairman, I would. 

About five to 10 minutes. 

CHAIRMAN OMAS: Why don't we try 10 minutes 
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and we'll be back. Thank you. 

(Whereupon, a short recess was taken.) 

C H A I P W  OMAS: Mr. Heselton? 

MR. HESELTON: Mr. Chairman, the Postal 

Service has no redirect. 

CHAIRMAN OMAS: Thank you 

Mr. Smith, that completes your testimony 

here today. We thank you for your appearance, and 

your contribution to our record once again and you are 

excused. Thank you very much 

THE WITNESS: Thank you, sir. 

(Witness excused. ) 

CHAIFLMIW OMAS: This concludes today's 

hearing. We will reconvene Monday morning at 9 : 3 0  

a.m., when we will receive testimony from Postal 

Service Witnesses Kaneer, Berkeley, Page and Taufique. 

Thank you very much. Have a good weekend, and we'll 

see you next week. 

(Whereupon, at 1 2 : 0 9  p.m., the hearing in 

the above-entitled matter was adjourned, to reconvene 

on Monday, August 2 8 ,  2 0 0 6 ,  at 9:30 a.m.) 

/ /  

/ /  

/ /  

/ /  
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