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PROCEEDINGS
(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 wmove 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



10

11

12

13

14

15

16

17

18

13

2C

21

22

23

24

25

3875
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.)

CHATIRMAN 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 recelved 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
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CHATRMAN 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
DOCKET NO. R2006-1
DECLARATION OF SAMUEL T. CUTTING

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

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

[ 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

I'f t were to respond to those Presiding Officer’s Information Request
questions orally, the responses would be the same.

TE

Sarfuel T. Cutting 7

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 interrogatories
Postal Rate Commission DFCHISPS-T26-1

MMA/USPS-T26-1
PostCom/USPS-T26-1a

PRC/USPS-POIR No.9 - Q07, 08, 09-10, 11, 12
redirected to T26
VPIUSPS-T26-1-7

VPIUSPS-T40-1b, 2¢c redirected to T26

Valpak Direct Marketing Systems, VPIUSPS-T26-1-7
inc. and Valpak Dealers’

Association Inc.
VP/USPS-T40-1b, 2¢ redirected to 726

Respectfully submitted,

N Lot

Steven W. Williams
Secretary
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INTERROGATORY RESPONSES OF
UNITED STATES POSTAL SERVICE
WITNESS SAMUEL T. CUTTING (T-26)
DESIGNATED ASWRITTEN CROSS-EXAMINATION

Interrogatory Designating Parties
DFC/USPS-T26-1 PRC
MMA/USPS-T26-1 PRC
PostCom/USPS-T26-1a PRC
PRC/USPS-POIR No @ - Q07 redirected to T26 PRC
PRC/USPS-POIR No.@ - Q08 redirected to 726 PRC
PRC/USPS-POIR No.9 - Q09 redirected to 726 PRC
PRC/USPS-POIR No.9 - Q10 redirected to T26 PRC
PRC/USPS-POIR No.9 - Q%1 redirected to T26 PRC
PRC/USPS-POIR No 9 - Q12 redirected to T26 PRC
VPIUSPS-T26-1 PRC, Valpak
VP/USPS-T26-2 PRC, Valpak
VPIUSPS-T26-3 PRC, Valpak
VP/USPS-T26-4 PRC, Valpak
VP/USPS-T26-5 PRC, Valpak
VP/USPS-T26-6 PRC, Valpak
VP/USPS-T26-7 PRC, Valpak
VP/USPS-T40-1b redirected to T26 PRC, Valpak

VP/USPS-T40-2c redirected to T26 PRC, Valpak



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 (i.e., Address Change
Service (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
nformation to the appropriate matler and send an electronic address correction notice.
This process will apply to ali types of machinable UAA letters, whether initially
intercepted by PARS-enabled soiting equipment or identified by carriers and other
personnel at the delivery unit associated with the original address on the UAA mail

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

MMA/USPS-T26-1

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 higher 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 mait that are likely to have tewer UAA occurrences relative to the workshare
categories. Most notably, Courtesy Reply Mail (CRM) and Business Reply Mai
(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
i 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 10 single-piece.

The FY 2004 UAA study provides some tabulations for the reasons that mail becomes
undelriverable. These tabulations can be used to help to explain the higher UAA
percentage of First-Class Presorted mail (i.e., non-automation mail) relative to First-

Class Automation mail. Consider the table below.

Response to MMA/USPS-T-26-1
UAA First-Class Workshare Mail UAA Volumes (000) and Percentages

FY 2004
4] 1B) [c) D] (5] [F) (G}
JAA Volume {000) {2) UAA Percentage
[ F1 RPW Volume Move  Non-Move Move  Non-Move

; Category (000} (1) Related (3) Related (4) Total Related (5) Related (6} Total {7)
[ [1] Presorted 2,553,576 88,292 88,823 177,115 3.5% 3.5% 6.9%
12} Aulomation 47 685,143 1,254,052 689997 1,844,048 2.6% 1.4% 4.1%
13] Total 50,238719 1,342,344 778820 2,121,164 2.7% 1.6% 4.2%

Noles
{1) Source USPS-LR-L-61, Table 23

(2) Source USPS-LR-L-61, Table 5.1

{3) UAA mall based on change-of-address orders on file

14) UAA mail based on bad address elements, expired change-of-address orders, vacant addresses,

no maing receplacles. etc

' (8) Column B / Column A
(6) Column C ¢ Column A
(7)1 Column O / Column A
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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

nan-move-related reasons.

A partial explanation for the higher UAA percentages of presorted mail may involve
machinable pieces that fail the harcode quality standards of the Coding Accuracy
Support System (CASS). It is my understanding that this mait 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
presorted/nonautomation rates. This phenomenon may tend to increase the UAA
percentage of non-move-related presorted 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

POSTCOM/USPS-T26-1

In your testimony at p. 11, line 9 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 ail processing plants that handle flat
mail ard 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 al 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. | did not consider PARS implementation for flats when calculating test-year unit
cosis by class for Address Correction Service electronic notices. If | 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 CUTTING
TO POIR 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 Mait 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 o 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 hoth types of returned parcels. For forwarded parcels,
separate unit costs are reported in 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-1.-61 for more details.
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RESPONSE OF POSTAL SERVICE WITNESS CUTTING
TO POIR NO. 9, QUESTION 8

8. Please refer to USPS-LR-L-61, Appendix C, Tables, PrePARS OthTabs_v.xls, Table
5.5, Direct Cost (1), 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) reiative to other categories of mail.

¢. In USPS-LR-1-61, Appendix C, Tables, PrePARS OthTabs v.xls, Table 5.10,
Total UAA Cost (1), Volume, and Unit Cost of UAA Packages Services Mait 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, the unit cost estimates in Table 5.5 are aggregated over
all mail shapes within a category. The measured volume mix over shape (as
recorded in the Delivery Unit 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 comparalively 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 (i.e., Tables 5.1 - 5.12, 5.15 — 5.20).

b. Itis conceivable that a substantial portion of UAA pieces for this category would

be based on vacant addresses. When an individual, family, or business submits



RESPONSE OF POSTAL SERVICE WITNESS CUTTING
TO POIR NO. 8, 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 (i.e., there is no current resident at the old
address), the letters are marked as vacant and returned to the focal 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.

. 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
Media/Library 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 relalively low
unit cost of processing BPM mail with a missing apartment number ($0.060 per
piece). USPS UAA regulations aliow BPM mail to be wasted at the delivery unit,
a relatively inexpensive process. In contrast, non-move related Media/library
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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9.

RESPONSE OF POSTAL SERVICE WITNESS CUTTING
TO POIR NO. 9, QUESTION 8

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
R2000-1}). 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, from the 1299 PWC study. Please describe any known
causes or explanations for the increase.

b. In 2004, 97 9 percent of UAA Standard mail was waste, according to the Cutting
testimony, increased from the figure of 81.6 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 unils, 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 POSTAL SERVICE WITNESS CUTTING
TO POIR 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 inflated amount of Standard Mail waste measured in the
2004 UAA study was 5.9 billion pieces. This translates to about 70 pieces of
waste mait per route per delivery day {after adjusting P.O. box sections to route
equivaients). 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 mai! 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 estimale from the UAA survey.

Because of differences in sampling protocols and inflation techniques, a direct
comparison of international maill 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 10CS 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 POIR NO. 9, QUESTION 10

10. 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 (1), 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 Mait 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 assumpticns 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 POIR 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 recipient/new 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 cccupant 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 POIR 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 modet
includes costs for the riffling/verifying function for non-PARS mail, since such
costs are located in the CIOSS segment for PARS mail, and the CIOSS segment
is omitted from non-PARS mail.

RESPONSE:

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

riffling/verifying function for non-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:

o the volume of presorted UAA First-Class Mail that was returned to sender in FY
2004 was 96.4 million pieces, and

o the volume of Automation UAA First-Class Mail that was returned to sender was
819.4 million pteces,

o for atotal 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 been 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 voiumes are calculated or projected for the intervening years between FY 2004 and

TY 2008.



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

VP/USPS-T-26-2

Of the 915.8 million pieces of discounted UAA First-Class Mail that were returmned to
sender in FY 2004, is it reascnable to infer that all of these were physical returns? |If
not, please explain.

RESPONSE:

Al 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 testmony and library references, | 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 that1s 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.

o

e.

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 2-67 If not, please explain.

What was the wastage in FY 20057

What is the projected wastage in TY 20087

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 20047

What were the unit costs of physical and electronic returns in FY 20057

RESPONSE:

da.

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
middie 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 V1 of my testimony.

UAA wasted mail volumes have not been calculated for FY 2005. Please see my
response to VP/USPS-T-26-1.

The volume of UAA First-Class 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 2,23,4.11, and 5.8.

. 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 time a mail piece is identified as UAA until
It 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,



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

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

recording.
' Response to VP/USPS-T-26-3d
UAA First-Class Mail
Electronic and Physical Returns
Costs and Volumes by Shape
FY 2004
Letters
Unit
Cost Volume Cost
Return Type ($000) (G00) {Cents)
Physical $499 207 1,362,652 36.6 ¢
Electronic $11.898 44,552 26.7¢
Unit Cost Difference ---> G9¢
Ime
Unit
! Cost Volume Cost
Return Type ($000) {000) (Cents)
Physical $59.489 64,075 928¢
Electronic $785 1,428 55.0¢
Unit Cost Difference ---> 379¢
Source: USPS-LR-L-61, Tables6.8 and6.12

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

2005. Please see my response 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.

VP/USPS-T-26-4
a. Please assume that a piece of First-Class Mail is UAA and also is

nonforwardable for any of the reasons {or conditions) described in your testimony
at page 4, lines 9-12. Under what conditions, if any, will the Postal Automation
Redirection System (*P2RS”) be able to intercept such pieces and return them to
sender prior to the piece arriving at the DDU?

it PARS can intercept non-forwardable UAA First-Class Mail prior to reaching the
DDU, where in the postal network will such intercepts likely occur?

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

RESPONSE:

a.

b.

C.

H1s 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 for
interception. See Section 3 in USPS-LLR-L-62 for a description of PARS,

Not applicable. Please see my response to VP/USPS-T-26-4a.

Not applicable. Please see my response to VP/USPS-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.

VP/USPS-T-26-5

a.
b.

In FY 2004, what was the total cost of physical returns of UAA First-Class Mail?
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 Maii?
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 provided above in response to VP/USPS-T-26-3d
(excluding parcels). Additional details can be found in Tables 6.9 through 6.12 of
USPS-LR-L-61.

The totai cost of electronic returns of UAA First-Class Mail in FY 2004 can be
denved from the table provided above in response to VP/USPS-T-26-3d
(excluding parcels). Additional details can be found in Tables 6.5 through 6.8 of
USPS-LR-L-61.

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

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

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

see my response o 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.

VP/USPS.T-26-6
a. What is the projected volume of non-forwardable UAA First-Class Mail in TY
20087
b. Of the projected volume of non-forwardable UAA First-Class Mail in TY 2008,
now 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 electronicaliy?

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

2.3, and4.11.






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

VP/USPS-T-26-7

Please provide the volumes of UAA First-Class Mail and wastage, for both:
a. FY 2002 and
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-I-82).
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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., REDIRECTED FROM WITNESS MITCHUM

VP/USPS-T40-1b
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 TY 2008 value, the unit cost for UAA returned-to-
sender First-Class Mail is 36.6 cents. Please see Table 4.11 in USPS-LR-L-62 for the

derivation of this and other relevant unit costs for UAA First-Class Mail.
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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., REDIRECTED FROM WITNESS MITCHUM

VPIUSPS-T-40-2¢
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 VP/USPS-T-26-1.
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CHAIRMAN COMAS: 1Is there any additional
written cross-examination for Witness Cutting?

{No response.)

CHAIRMAN OMAS: There being none, cur next
witness is Drew Mitchum.

Mr. Rubin?

MR. RBRUBIN: Thank vyou.

CHAIRMAN OMAS: Excuse me. I need to swear
him in.

Mr. Mitchum, would you please stand and
raise your right hand?

Whereupon,

DREW MITCHUM

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
(202) 628-4888
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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 i1f you were to testify orally here today
would this be your testimony?

A Yes.

Q Are you also prepared to sponsor the
Category II library reference associated with your
testimony as revised on July 3 and August 37

A Yes.

Q Is that library reference identified on page
3 of your testimony as Library Reference L-1247

A Yes.

MR. RUBIN: In that case, two copies of the
direct testimony of Drew Mitchum cn behalf of the
United States Postal Service are being handed to the
reporter, and I ask that this tegtimony and the
associated library reference be entered into evidence
in this docket.

CHAIRMAN OMAS: Is there an objection?

(No response.)

CHAIRMAN OMAS: Hearing none, I will direct

Heritage Reporting Corporation
(202) 628-4888
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counsel to provide the reporter with two copies of the
corrected direct testimony of Drew Mitchum.

That testimony is received into evidence.
However, as 1s 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 thosge answers?

THE WITNESS: No.

CHATIRMAN 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) 628-4888
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of the corrected designated written cross-examination

of Witness Mitchum to the reporter?

That material is received intc evidence, and

it will be transcribed into the record.

//
/7
/7
/7
//
!/
/7
!/
//
//
//
//
//
/7
//
/7
/7

(The document referred to was
marked for ildentification as
Exhibit No. USPS-T-40 and was

received in evidence.)

Heritage Reporting Corporation

(202)

628-4888
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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)
Party Interrogatories
Major Mailers Association MMA/USPS-T40-1-6, 8

PRC/USPS-POIR No.4 - Q3 redirected to T40

Office of the Consumer Advocate DFC/USPS-T40-1-3, 5-7
OCA/USPS-T40-8-34, 353-e, 43-44, 49-51, 54-58,
61-89

OCA/USPS-T23-3 redirected to T40
Pitney Bowes Inc. PB/USPS-T40-1-2

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

Valpak Direct Marketing Systems, VP/USPS-T40-2b, 3
inc. and Valpak Dealers’
Assogation Inc.

Respectfully submitted,

Ao vl

Steven W, Williams
Secretary



INTERROGATORY RESPONSES OF
UNITED STATES POSTAL SERVICE
WITNESS DREW MITCHUM (T-40)

DESIGNATED AS WRITTEN CROSS-EXAMINATION

Interrogatory

DFC/USPS-T40-1
DFC/USPS-T40-2
DFC/USPS3-T40-3
DFC/USPS-T40-5
DFC/USPS-T40-6
DFEC/USPS-T40-7
MMA/USPS-T40-1
MMA/USPS-T40-2
MMA/USPS-T40-3
MMA/USPS-T40-4
MMA/USPS-T40-5
MMA/USPS-T40-6
MMA/USPS-T40-8
OCA/USPS-T40-8
OCA/SPS-T40-9
QCAMSPS-T40-10
OCAMUSPS-T40-11
OCAMSPS-T40-12
OCA/SPS-T40-13
OCA/USPS-T40-14
OCA/USPS-T40-15
OCA/USPS-T40-16
OCA/USPS-T40-17
OCAUSPS-T40-18
OCA/SPS-T40-19
OCA/JSPS-T40-20
OCA/USPS-T40-21
OCA/USPS-T40-22
OCA/USPS-T40-23
OCA/ISPS-T40-24
OCA/USPS-T40-25
OCA/USPS-T40-26

Designating Parties

OCA
OCA
OCA
OCA
OCA
OCA
MMA
MMA
MMA
MMA
MMA
MMA
MMA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA, PRC
OCA, PRC
OCA, PRC
OCA
OCA
OCA
OCA
OCA
OCA
OCA
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Interrogatory Designating Parties
OCA/USPS-T40-27 QOCA, PRC
OCA/USPS-T40-28 OCA
OCA/USPS-T40-29 OCA, PRC
OCA/USPS-T40-30 OCA, PRC
OCA/USPS-T40-31 OCA, PRC
OCA/USPS-T40Q-32 OCA, PRC
OCA/USPS-T40-33 QCA
OCA/USPS-T40-34 OCA
OCA/USP5-T40-35ba OCA
OCA/USPS-T40-35b OCA
OCA/USPS-T40-35¢C OCA
QCA/USPS-T40-35d OCA
OCA/USPS-T40-35e OCA
OCAUSPS-T40-43 0OCA
QOCA/SPS-T40-44 OCA
OCA/USPS-T40-49 OCA
OCA/USPS-T40-30 OCA
OCA/USPS-T40-51 OCA
OCA/USPS-T40-54 OCA, PRC
OCA/USPS-T40-55 OCA, PRC
OCA/USPS-T40-56 OCA, PRC
OCA/USPS-T40-57 OCA, PRC
OCAUSPS-T40-58 OCA, PRC
OCA/USPS-T40-61 OCA
OCA/USPS-T40-62 OCA
OCA/USPS-T40-63 OCA
OCAUSPS-T40-64 OCA
OCA/USPS-T40-65 OCA
OCA/USFS-T40-66 OCA
OCA/USPS-T40-67 OCA
OCA/USPS-T40-68 OCA
OCA/USPS-T40-69 OCA
OCA/USPS-T40-70 CCA
OCA/USPS-T40-71 OCA
OCA/USPS-T40-72 OCA

OCAJ/USPS-T40-73 OCA
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tnterrogatory Designating Parties
OCA/USPS-T40-74 QCA
OCA/USPS-T40-75 OCA
OCA/USPS-T40-76 OCA
OCA/USPS3-T40-77 OCA
OCA/USPS-T40-78 OCA., PRC
OCA/USPS-T40-79 OCA
OCA/USPS-T40-80 QCA
OCA/USPS-T40-81 OCA
OCA/USPS3-T40-82 OCA
OCA/USPS-T40-83 OCA
OCA/USPS-T40-84 OCA
OCA/USPS-T40-85 OCA
OCA/USPS-T40-86 QCA
OCA/USPS-T40-87 OCA
OCA/USPS-T40-88 OCA
OCA/USPS-T40-89 OCA, PRC
OCA/USPS-T23-3 redirected to T40 OCA
PB/USPS-T40-1 Pitney Bowes
PB/USPS-T40-2 Pitney Bowes
PostCom/USPS-T40-7 PRC
PRC/USPS-POIR No.4 - Q3 redirected to 740 MMA
PRC/USPS-POIR No.8 - Q11 redirected to T40 PRC
VPIUSPS-T40-2b PRC, Valpak

VPIUSPS-T40-3 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 32,000 to $5,000 for a low-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.
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T40-2. 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.
RESPONSE:

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.
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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.
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORIES OF DOUGLAS 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. f 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 data and time of delivery of numbered insured items,
as well as the recipient’s signature, by purchasing return receipt service or

Signature Confirmation.
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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 "Generatl Insurance.”

RESPONSE:

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

DMCS 943.21.



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.
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 3517

TO INTERROGATORY OF THE MAJOR MAILERS ASSOCIATION

MMA/USPS-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 |D code. If you cannot
confirm, please make corrections.

Number of Total
First-Class | Annual Cost Per
Scans Charge Million
{Millions) (%) Scans {$)
1 5,000 5,000.00
2 5,070 2,535.00
10 5,630 563.00
11 5,665 515.00
S0 7,030 140.60
100 8,780 87.80
101 8,798 87.10
250 11,405 45,62
500 15,780 31.56
1,000 24,530 24.53
2,000 42,030 21.02
5,000 94,530 18.91
7,500 138,280 18.44
10,000 182,030 18.20

B. Please confirm the annual charges shown in the table below for a platinum
First-Class Confirm Service user with one 1D code under the current fees and
fee structure. If you cannot confirm, please make corrections and explain.

Number
of First-
Class Total Cost Per
Scans Annual Million
{Millions) | Charge ($) | Scans ($)
1 10,000 | 10,000.00
2 10,000 5,000.00
10 10,000 1,000.00
11 10,000 909.09
50 10,000 200.00
100 10,000 100.00
101 10,000 99.01
250 10,000 40.00
500 10,000 20.00
1,000 10,000 10.00
2,000 10,000 5.00
5,000 10,000 2.00
7.500 10,000 1.33
10,000 10,000 1.00




RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 2918

TO INTERROGATORY OF THE MAJOR MAILERS ASSOCIATION

MMA/USPS-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 foliowing 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 and expiain.

Number of
First-Class
Scans Proposed
(Millions) increase
1 -50%
2 -49%
10 -44%
LA -43%
50 -30%
100 -12%
101 -12%
250 14%
500 58%
1,000 145%
2,000 320%
5,000 845%
7.500 1283%
10,000 1720%

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%7 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. Confied
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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TO INTERROGATORY OF THE MAJOR MAILERS ASSOCIATION
MMA/USPS-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 OCA/USPS-
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 smail price to pay to monitor over

4 percent of all First-Class Mail.
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MMA/USPS-T40-2

Please refer to Library References USPS-LR-L-124 WP-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 Postat Service total revenues of $1,159,500. If you cannot confirm,
please provide the correct number of subscribers and total revenue.

B. Please confirm that you project that there will be 180 Silver, Gold and
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. f 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 after 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.

D. Please confirm that your proposed rates are expected to generate
$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, WP4.

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) Goid Subscribers, and (3) Platinum Subscribers
during base year 2005. Please provide the sources for your answers.

RESPONSE:

a. Confirmed.

b-c. Confirmed. See my response to question 3 of Presiding Officer’s Information
Request (POIR) No. 4.

d. Not confirned. 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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existing subscribers may experience a decrease in the amount they pay for
Confirm service under the new pricing structure.
e. The number of additional 1Ds 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, |
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 OCA/USPS-T40-24.
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MMAJ/USPS-T40-3

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 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 million 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 miliion units. If you cannot confirm, please expiain.

. Plezse provide the derivation and sources for the number of additional

blocks of 1 million units referenced in part (A} of this interrogatory.

. 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. Hf you cannot confirm, please explain.

. Please confirm that, in TY 2008, you project no revenues from Confirm

subscribers who require additional 1D codes. If you cannot confirm,
please provide the total estimated for TY 2008 revenues from Confirm
users who require additionat ID codes and explain. If you do confirm,
please explain why Confirn Subscribers who purchased additionat 1D
codes during FY 2005 will not have a need to purchase additional 1D
codes during TY 2008.

RESPONSE:

. Confirmed.

See my response to question 3 of Presiding Officer's Information Request
No. 4.

Confirmed.

Confirmed. See my response to MMA/USPS-T40-2(e).
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MMA/USPS-T40-4

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.

B. Did you perform any computations of the proposed percentage increase
for representative users of Confirm Service? If not, why not? If so, please
provide those computations.

RESPONSE:

a. Confirmed. Footnote 2 of WP-4 Confirm explains the content of the
percentage change column. For those rows with an “N/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
comparabie.

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

usage. The table is provided below.

Confirm
Impact of Different Cost Levels for Selected Levels of
Scan Usage
Scans Used Current Proposed

Price to Price to Percent

Customer Customer  Increase
1,000,000,000 $10,000 $56,048 450%
750,000,000 $10,000 $43,798 338%
500,000,000 $10,000 $31,548 215%
250,000,000 $10,000 $19,298 93%
100,000,000 $10,000 $11,948 19%
50,000,000 $4,500 $9.,498 111%
25,000,000 $4,500 $7,730 72%
10,000,000 $4,500 $6,260 39%
1,000,000 $4,500 $5,140 14%

Note:The table assumes 55 percent of the scans will be used for First-Class

Mail mailpieces and 45 percent will be for Other classes.
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MMA/USPS-T40-5

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) 1D codes they purchased.

C. Please confirm that, during FY 2005, Platinum Confirm subscribers
purchased a total of 292 additiona!l 3-month 1D 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 penod) ID codes each user purchased.

D. Please provide, for FY 2005, the fotal number of Platinum Confirm
subscribers who used (1) only one of the 3 {D codes included in their basic
subscription package, (2) two of the 3 |D codes included in their basic
subscrption package, and (3) all of the 3 1D codes included in their basic
subscription package.

RESPONSE:

a-c. Unfortunately, the data for FY2005 do not allow for allocating the additional
1D revenue to subscription tier. As mentioned in my response 1o MMA/USPS-
T40-2(e), the revenue from additiona! IDs is not a major portion of the total
revenue, and in the test year | have assumed it is even less important. (In fact, it
fs 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 1Ds 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 1D 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. The total number of Silver, Gold, and Platinum subscribers at the end
of the fiscal year;

B. Total Subscription Fee revenues received from (1) Silver, (2) Gold and
(3) Platinum subscribers for the period;

C. Total additional ID code revenues received from (1) Silver, (2) Gold
and (3) Platinum subscribers for the period; and

D. 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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MMA/USPS-T40-8.

Please refer to your response to Interrogatory MMA/USPS-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 Confirn Service.
In your answer, you referred to a previous response to queston 3 of Presiding
Officer’s Informatb n Request (PCIR) 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 specificaily
point aut which portions of your analysis are based on historic data and which
portions are based on judgmental considerations.

B. Please confirm that interrogatory MMA/USPS-T40-3 (B) requested that you
provide the derivaton 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,
nametly (1) 919 blocks of 1 million units to users requiring 1-9 additionalblo cks of
1 million units, (2) 4,365 blocks of 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. Please confirn that your criginal answer to Interrogatory MMA/USPS-T40-3
{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.

D. 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. f you cannot confirm, please point out
specifically where in the existing record the derivations of the numbers 919,
4,365 and 22,868 additional blocks of 1 million units are provided.

RESPONSE:

a. Confirmed. Some judgment was needed to determine the best method to use
the available historical data in my analysis.

b. Confirmed.

¢. Confirmed. Incidentally, my “oniginal” answer to MMA/USPS-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 biocks was
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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. 1 also note that moderate changes to the estimates of

block usage would not have a substantial impact on the revenue results.



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

OCA/USPS-T40-8. Please confirm that the estimated Registered Mail before
rates revenue for the test year 2008 is $43,606,295 as shown in your Library
reference LR-L-124, WP-8. if you do not confirm, please explain.

RESPONSE:

Confirmed.
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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 expiain.

RESPONSE:

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

OCA/USPS-T40-10. Please confirm that for the test year 2008, Registered Mait
after rates costs are estimated at $59,696,000. If you do not confirm, please
explain.

RESPONSE:

Confirmed.



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

OCA/USPS-T40-11. Please confirm that for the test year 2008, you estimate
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:

Confirmed.
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TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/UUSPS-T40-12. FPlease 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-T10M, page D-1, (101.526 percent) reflects the application of your
proposal for 102 percent cost coverage for Registered Mail. If you do not
cenfirm, please explain.

RESPONSE:

Confirmed.



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

OCAJUSPS-T40-13. This interrogatory seeks to clarify the proposed pricing of
Confirm service for First-Clas Mail and Standard Mail. Please refer to your
testimony at page 17, lines 7-10.

a. Please confirm that for iwo mailpieces that are identical in every way (i.e.,
size, shape, weight, addressing guality, etc.), except that one mailpiece is
marked First-Class Naii and the other Standard Mail, the cost per scan to
the Postal Service is identical. If you do not confirm, please explain.

b. Please explain the circumstances under which the cost per scan to the
Postal Service might be different for First-Class Mail and Standard Mail
pieces of different size, shape, weight, addressing quality, etc.

RESPONSE:

a.-b. Confirmed. Despite very 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 service standards.
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OCA/USPS-T40-14. This interrugatory 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 17 to
9" block of one million units will be $0.00007 ((1 * 1)/ 1,000,000 * $70). If
you do not confirm, please explain.

b. Please confirm that under your proposed fee schedule, a First-Class
mailer purchasing 1,000.000 units in the 1% to 8™ block will receive
1,000,060 scans. If you do not confirm, please explain.

C. Please confirm that under your proposed fee schedule, the price per scan
for a Standard Mail piece in the 1% to 9" block of one million units will be
$0.00035 ((1 * 5)/ 1,000,000 * $70). If you do not confirm, please explain.

d. Please confirm that under your proposed fee schedule, a Standard mailer
purchasing 1,000,000 units in the 1% to 9" block will receive 200,000
scans. If you do not confirm, please explain.

e. Please explain the rationale for the difference in price per scan for these
two classes of mail.

RESPONSE:

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 s 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

understanding that the pricing reflects these differences.
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OCAJUSPS-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 1* to g™
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.

b. Please confirm that under your proposed fee schedule (see Table 4 in
your testimony), the price per block of one million units for the 10" to 99"
block of $35 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.

o Please confirm that under your proposed fee schedule (see Table 4 in
your testimony), the price per block of one million units for the 100™ 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.

d 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.

e Please confirm that your proposed 1) price per block of one miltion units
for the 1% to 9™ block of $70; 2) price per block of one million units for the
10" to 99" 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.

RESPONSE:

a-d. The prices for the blocks of units are based upon, but are not directly tied 1o,

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
Confirm service to cover its total cost. | 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.

If one were to divide ali of these costs by the estimated total number of blocks to

3835



RESPONSE OF POSTAL SERVICE WITNESS MITCHUM 236
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
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 | propose for this product are designed to minimize
the impact on ali 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 valume, 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 th= annual user fee, are designed to be fair and equitable, and allow the

Fostal Service to offer the product.



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

OCA/USPS-T40-16. This interrogatory seeks to determine the impact of the
proposed fee schedule on Cenfirm 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 rationale 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-ter system, and is tess 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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TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T40-17. 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.”

da.

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 net 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 ail 16 subscribers of the “Silver” subscription service will
pbecome subscribers under your proposed higher fee schedule.

RESPONSE:

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

some cases, individual subscribers have purchased four sequential
subscriptions, a new one each quarter. In such an instance, a subscriber is
likely to pay less as a result of the new pricing structure. Giventhat the
current prices are not covering costs, as the revenue in FY 2005 was
$1.159.500 (LR-L-77, page k-14) 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. Mot confirmed. | 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. | am not assuming that the 180 subscribers in the test year will be the
same as those in the base year. Itis quite possible that some existing
subscribers will choose to no fonger use the Confirm product, or may choose

to contract with another direct subscriber to receive the service. At the same
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time it is expected that new subscribers will sign up, since the product is still

refatively new and is beccming better known.
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OCA/USPS-T40-18. This interrogatory seeks to determine the impact of the
proposed fee schedule on Confirm subscribers. Please refer to LR-1.-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 “Goid”
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.

o} Comparning 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 fee schedule. If you do not confirm, please explain.
if you do confirm, please explain the basis for your assumption.

C. Please explain how you have adjusted your revenue madel to account for
the fact that not all 119 subscribers of the "Gold” subscription service will
become subscribers under your proposed higher fee schedule.

RESPONSE:
a. Confirmed.

b.-c. Not confirmed. See the response to OCA/USPS-T40-17(b-c).



3841
RESPONSE OF POSTAL SERVICE WITNESS MITCHUM

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCAJUSPS-T40-19. This interrogatory seeks to determine the impact of the
propased 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 the 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.

Piease 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.

RESFONSE:

a.

Not Confirmed. First of all, I am not assuming that the exact same entities will
be subscribers in the test 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 to OCA/USPS-T40-17(b-c).



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS
DREW MITCHUM TO INTERROGATORY FROM
THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-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 Service to use Confirm information to measure, diagnose, monitor, and improve
mail processsing and delivery service performance.”

a.

Piease 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 (if any) and the results achieved (if any) to improve mail processing and
delivery service performance as a result of these reports, studies, analysis or
other documents. If no actions have been taken, please discuss the reasons.

RESPONSE:

a-b

As the question notes, the Postal Service originally expected to rely upon
preshipment notifications as a tool to improve the utility of Confirm scans.
Pubtication 197 was accordingly written lo emphasize the importance of
preshipment notifications. However, as explained furlher in response to
OCA/USPS-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 test pieces and analyzing the sequence of scans from
those 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,
maonitor, or improve™ mail processing is essentially ad hoc since the data are

used 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 isofation of each customer'’s scan
data; the purpose of these reports is to help in the evaluation of a customer’s
claims about 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/USFPS-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 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 delivery service performance.”

a

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 nofice of entering Confirm prior to or
contemporaneous with mail entry.” If you not confirm, please explain.

Given the imporiance of preshipment notification to the Postal Service to
“‘measure, diagnose, menitor, 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 subslitute for
preshipment notification to enable "the Postal Service to use Confirm
information to measure, diagnose, monitor, and improve mail processing and
delivery service performance.”

RESPONSE:

a.

b-¢.

Confirmed

See my response to OCA/UUSPS-T40-20.
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OCAJ/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 Postal Service representative scans the Shipment 1D barcocde with a
hand-held scanner at the point when the Postal Service takes final
possession of the confirm mai! 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.”

Please confirm that the Shipment 1D 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 means and methods identified in subpart b., above; and 2)
the Poslal Service's preferred method, either the forms identified in subpart
a., above, or the means and methods identified in subpart b., above.

Please pravide 1) the number of First-Class and Standard mailers that
provide Shipment 1D barcodes on PS Form 8125 and PS Form 3152-A,
respectively. and, 2) the number of First-Class and Standard mailers that
provide Shipment ID barcodes by means and methods identified in subpart b,
above.

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
D 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

actual barcode.
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Mailers would choose not to provide Shipment |D 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 parl b).

These data are not available.
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QOCA/USPS-T40-23. 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 slates

[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 Confirrn shipments, the Postal Service's scanning of the

Shipment 1) barcode on the induclion form “starts the clock” and

generates entry scan data. This process indicates that mail has entered

the mailstream.

Also, please refer to the same page where it states:
A stop-the-clock scan occurs for a mailpiece when it goes through any one
of the sort operations {hat predict same-day delivery. The criteria for a
stop-the-clock scan is that if the mailpiece passes through one of these
sori operations before 10:00 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.

b 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.

C 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, refiable 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.

d. 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 probiem, and discuss the resulls achieved (if any). If no actions have
been taken, please discuss the reasons.

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” far a Confirm mailpiece.
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See the response to QCA/USPS-T40-20.
The following prevent Confirm service from being a service performance tool:
i) inconsistent mail preparation and barcoding methods by Confirm mailers;
iy inconsistent induction procedures by mailers and the Pastal Service;
i) system infrastructure limitations that limit the ability to uniquely identify
mailpieces within a pre-shipment notification;
iv) lack of integration with postal mail acceptance and verification procedures,
and
v} incorrect entry of information on mail processing equipment that becomes
associaled with a Confirm scan.
See the response to part ¢. 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 system well suited to performance measurement.
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OCA/USPS-T40-24. This interrogalory 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.

RESPONSE:

Origin

' Destination | First-Class_ |

. Confirm Type | Class | Share | Scan Volume

Not available.

The requested data are not available for two reasons.

i As noted in my response to OCA/USPS-T40-14(a-d), Confirm users are
not exclusive mailers of either First-Class Mail or Standard Mail.
Subscribers often use multiple classes of mail.

ii. The data are not available for the base year as the data are stored for just
a limited time.

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

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

developed for the period from October 2003 to July 2005.

" Mailpiece | Average Scans l

I I .__Volume |  PerPiece
_; First-Class | 100% | 2,039,135,314 34.100.6@;721 . 185
| Other _ym“ww_ ol ol NA
42% | 3,831,565,244 | 1,389,396,899 : 2.76__1

1 Other | 58%| 5.177,233229| 2,183,749,517 | 237
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While 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/USPS-T40-25. This interrogatory seeks information on the accuracy of maiipiece
records for Confirm. Please refer to Postal Service Publication 197, the Confirm User
Guide, at page 46, where il states “the Postal Service cannot guaraniee that every
Confirm mailpiece with a PLANET Code will receive a scan.” Please provide the
percentage of Confirm maiipieces 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 {he reasons.
RESPONSE:
The Postal Service does not know how many mailpieces with PLANET Codes do not
receive scans, and the Postal Service does not even know how many mailpieces have
PLANET Codes. A mailptece with a PLANET Code will receive a scan only if it happens
to pass through a machine that is equipped to 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.
1. Crigin Confirm courtesy envelopes have PLANET Codes placed on them, and

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

i Mailpieces thal are sorted to the 5-digit level,
il Mailpieces that are sorted to the destination delivery unit; or
v, Mailpieces that have unreadable PLANET Codes;
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/USPS5-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.”

4a.

Please confirm that a mailpiece scan record provides the facility ZIP Code,
mail sortation operation code, date and time a mailpiece was processed, the
POSTNET code, and the PLANET code. If you do not confirm, please
axplain.

~or each separately, please provide the percentage of mailpiece scan records
that 1) 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(s), please provide the requested percentages, as estimated by
Confirm subscribers.

For both data efements identified in subpart b. above, please describe and
discuss lhe source of the problem, the actions taken {if any) to correct the
problem, and discuss the resulls achieved (if any). If no actions have been
taken, please discuss the reasons.

1) For each separately, please provide the percentage of mailpiece scan
records that have i) dates that pre-dale when a mailing was entered, or ii}
dates for scans that span more than three days. If Postal Service-prepared
percentages, or estimaies thereof, are unavailable, have the requested
percentages been eslimated 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. 2) Is the
Postal Service aware of mailpiece scan records that have dates for scans that
are “future dates;” for example, the entry scan for a Confirm shipment occurs
on June 6", but the mailpiece scan record shows processing scans on June
9" or beyond? Please explain.

For both data elements identified in subpart d.1), 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 Posta' 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 the reasons.

Docket No. R2006-1

3952



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS
DREW MITCHUM TO INTERROGATORY FROM
THE OFFICE OF THE CONSUMER ADVOCATE

For each separately, please provide the percentage of mailpiece scan records

that 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 the 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.

RESPONSE:

a.

b.

Confirmed.

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 ¢h to 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
provides such reports to the Postal 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 and resolve data issues as they arise.

See the response to part b as applied to Confirm date/time stamps.

Refer to the response to part ¢.

Docket No R2006-1
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See the response to part b as applied to Confirm data operation codes.
Refar to the response to part ¢.
See the response to part b as applied to Confirm data POSTNET and PLANET
Codes.
Refer to the response to part ¢. 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 o be generated and

distributed to subscribers.
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OCA/JUSPS-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.

RESPONSE:

a

The Postai Service does not compensate Confirm subscribers under the
circumstances described. The Postal Service states in the guide that there is no
quarantee.

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 maiipieces 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 OCA/USPS-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
adrninistering a system that verified the validity of bad scans would quickly dwarf

all revenue for Confirm.
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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. In what ways (if any) has single-piece First-Class Mail benefited from Confirm
service? Please explain.

b In what ways (if any) would single-piece First-Class Mai} benefit from a more
extensive subscription base for Confirm service? Please explain.

o In what ways (if any) could Confirm service be modified to provide accurate,

reliable and consistent measurement of delivery service performance as a
basts for determining achievement of delivery service standards for single-
piece First-Class Mail? Please explain.

d Please describe and provide any reports, studies, analysis or other
documents involving suvpart c., above.

RESPONSE:

a The Postat Service's use of PLANET Codes for improving the efficiency of the
mailstream is separate trom the Confirm service offered to subscribers. While
Postal Service usage involves the same processes, its cosis are not included in
the costs for Confirm Service.

b See my answers to interrogatory OCA/USPS-T40-20, and to part a of this
question. Beyond the extent that Confirm provides a new tool for identifying and
resolving mail processing flow problems, | see no connection between a broader
Confirm subscription base and single piece First-Class Mail.

c See the response to OCA/USPS-T40-20. The Postal Service has no current

plans for turning Confirm service into a performance measurement tool.

d I have been unable o locate any.
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OCAJUSPS-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 estimated 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 Mai! (SM) (MMA/USPS-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 (units/scan) + .55 (FCM share of scans) * 1 {(units/scan)
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OCA/USPS-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/USP3-T40-13(a)-(b), where 1t states, "First-Class Mail and Standard Mait letters
have significantly different unit revenue, cost coverages, and service standards.”

a. For First-Class Mail and Standard Mail letters with “very simitar 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 cost per scan
generated pursuant to the Confirm special service. If you do not confirm, please
explain.

b. 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 gxplain.

RESPONSE:
a. Confirmed.
b. 1) No. See the response cited in this interrogatory, OCA/USPS-T40-13(a)-(b).

2) No
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OCA/USPS-T40-31. This interrogatory seeks to clarify the proposed pricing of Confirm
service for First-Ciass Mail and Standard Mail. Please refer to your response to
OCA/USPS-T40-14(e), where it states, "First-Class Mait has features that are different
from Standard Mail, and it is my understanding that the pricing reflects these
differences.”

a. Please confirm that you are the “pricing” witness for Confirm service in this
proceeding. If you do not confirm, please explain.
b. Please provide quotes and page citations to your testimony that discuss and

support your claim that the different service features of First-Class Mait and
Standard Mail are reflected in the pricing of Confirm service.

c. Please confirm that the different service features of First-Class Mail and
Standard 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.

d With respect to your reference to the “long-standing practice of treating First-
Class Mail and Standard Mait . . . 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.

RESPONSE:

a. Confirmed.

b. The common understanding that First-Class Mail and Standard Mail have ditferent
features was not explicitly discussed in my direct testimony, but it relationship lo the
pricing of Confirm service is addressed in my responses to OCA/USPS-T40-14(e) and
OCA/USPSE-T40-32.

c. Confirmed.

d. There are 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 on costs and whether those costs are included in the
base subclass.

ii. Registered Mail is not available with Standard Mail.

it 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 for Standard Mail, except bulk insurance.

vi. Certificates of Mailing are not available with Standard Mai!.-

vii. Signature Confirmation is not available for Standard Mait.

viii. COD is not available with Standard Mail.

ix. Speoal 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 residual shape surcharge be paid.

While I am not a costing witness, | 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 | am unaware of any efforts by the Postat Service to

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

eligible

3960



RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
Revised August 18, 2006

OCAJ/USPS-T40-32. This interrogatory seeks to clarify the proposed pricing of Confirm
service for First-Class Mall and Standard Mail. Please refer to your response to
OCA/USPS-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.

b 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.

c. Please confirm 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
Malil, and 3) separately priced based upon volume variable costs specific to
Confirm service  if you do not confirm. please explain.
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 OCA/USPS-T40-31(d) for more
examples).
b. Confirrned.
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
ts 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 classes differently with respect to their ancillary services.
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OCA/USPS-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/SPS-T40-15(e). For purposes of these questions, please answer the following
without regard to the statutory pricing critenia 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 passivescan is the same for First -
Class Mail and Standard Mail pieces, the average cost per block of one million
units is $42 66, and the price per block of one million units is $70 (for the 1 to 9™
biock), 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
subscriber that obtains scans for First-Class Mail receives 1,000,000 scans with
the purchase of a block of one miltion units. Please discuss your understanding
of "value pricing” with resgect to the proposed pricing of Confirm service in the
TYAR.

RESPONSE:

d

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

b. As noted in my responses to OCA/USPS-T40-15(e) and 32, | do not see my

proposed pricing as an example of value pricing.
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OCA/USPS-T40-34. This interrogatory seeks to determine the impact of the proposed
fee schedule on Confirm subscribers. Please refer to your response to OCA/USPS-
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.

b. 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 scans 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.

RESPONSE:
a. Not confirmed. The declining block rates should not be considered tiers since they
apply equally to all customers.

b. Confirmed.
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OCA/USPS-T40-35. This interrogatory seeks information on the uses of Confirm
information by the Postal Service. Please refer to your response to OCA/USPS-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
delivery service performance.”

a. 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. [f you do not
confirm, please exptain.

b. Please explain how the Postal Service "originally expected to rely upon
preshipment notifications as a tool to improve the utility of Confirm scans” to
improve system performance, and how that “expectation was not borne out
operationally” to permit the use of Confirm scans to improve system
performance.

c What plans (if any) does the Postal Service have to replace the current
preshipment notification process with another process to provide for an accurate,
reliable and consistent “start the clock” entry scan? Please explain.

d. What factors caused the Postal Service to conclude “that Confirm is iil-suited to
evaluation of system performance?”
e. Since the Postal Service has concluded “that Confirm is ill-suited to evaluation of

system performance.” what alternative to Confirm service does the Postal
Service intend to use to evaluate processing and delivery system performance?
Please explain.

f. Please explain how “seeding by the Postai Service of the mail with test pieces”
serves “as an analytical tool today” to improve the utility of Confirm scans. For all
instances involving seeding by the Postal Service, please provide a table that
categorizes 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-
ouls. spreadsheets, reports or other documents, electronic or otherwise, on
seeding by the Postal Service used to improve the utility of Confirm scans.

g. Where Confirm customers have presented the Postal Service with reports on
system performance based upon the customers’ scan data, how has the Postal
Service used the customer's scan data, or data from its own seeding, to verify,
monior and improve system performance? Please explain.

h. Fer 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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OCAJUSPS-T40-35, Page 2 of 2
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
utitity 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 OCA/USPS-T40-23(c).
c. There are no plans to replace the pre-shipment notification.
d. See myresponse to OCA/USPS-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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OCAJUSPS-T40-43. This interrogatory seeks information on the uses of Confirm
information by the Postal Service. Please refer to your response to OCA/USPS-T40-
27{a) and (b).

a. Refer to your response to part a. In what ways has the Postal Service
compensated Confirm subscribers withrespect {o the failure to provide Confirm
service as promised? Please explain.

b. 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.

C. Refer to your response to part b. Please describe the Postal Service’s service
standard or commitment to provide mailpiece scan records to Confirm
subscribers on a imely basis. Does the Postal Service have any plans to
compensate Confirm subscribers where the service standard or commitment is
not met? Please explain.

d. Refer 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.

RESPONSE:

a. As notad the lead in to interrogatory OCA/USPS-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 part a of this interrogatory and to OCA/USPS-T40-27(b}, the
Postal Service. in an etfort keep the fees to the customers and the costs to the Postal
Service low, has no plans to offer compensation. Additionaily, 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,” |
am unable to respond 1o this question.

¢. The Postal Service does not have a service standard or commitment regarding the

provision of mailpiece scan records to Confirm subscribers. There is no refund to
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OCA/USPS-T40-43, Page 2 of 2
customers as part of the service (see part a), and there is no intention to change this
aspect of the service.

d. The average price per scan was calculated as:

$617,295

P=R/S $0.000061 = - --
10,054,289,736

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,
OCA/USPS-T40-29) * 28,152 (number of blocks of units in the test year, LR-L-124, WP-

4 Confirm, cell Q30)
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OCAJ/USPS-T40-44. This interrogatory seeks information on the value of Confirm
service for single-piece First-Class Mail. Please refer to your response to OCA/USPS-
T40-28(d). Also, please refer o 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 Postcl 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 “Letter from Kenneth H. Hollies, United States Postal Service, to Steven W,
Witliams, 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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OCAJUSPS-T40-49. At page 19 of your testimony, you state that "demand for

the product has not met the forecast used in MC2002-3."

a. Please 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.

b. Please 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.

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

and organizations that use Confirm as a resuit 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 structure should allow Confirm to cover its costs and therefore
permit the Postat Service to continue offering the product to those businesses that find
the service useful.

b Not confirmed. | believe continued use of the existing pricing structure would have
required very large price increases to offset decreases in demand for Confirm. The
resulting 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 etectronic notice of entering mail was found burdensome by customers.

a. Flease provide all documentation in the possession of the Postal Service to
support this statement.
b. Flease 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. Nc 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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OCA/USPS-T40-51. At page 21 of your testimony, you state that the proposed

classification change for Confirm is “fair and equitable.”

a. Isn’t it also true that the current fee design is fair and equitable? Explain in fulf
any negative answer.

b. 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 1)?" If you do not confirm, then explain fully.

C. I5 it your testimony that the proposed fee design is more fair and equitable than
the current fee design?

i If so, why?
ii. If so, why have you changed your views so significantly since you testified
in Docket No. MC2002-17

RESPONSE:
a. White | don't believe that the existing fee structure is unfair or ingquitabte, | do not
believe that it is superlative in either fairmess 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 structure for Confirm service.
b Not confirmed. As noted in another inlerrogatory submitted by the OCA,
OCANSPS-T40-31, witness Kiefer was the pricing witness in Docket No. MC2002-1.
Yes
Al Confirm users will face the same prices for a given set of unils, which was
not the case previously, and the service will cover its costs.

i See my responses to paris 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-LR-L-124 7-3-06.XLS,” and worksheet tab “W-P 4 Confirm.” Also please refer to
your response to POIR NO. 4, Question 3, and the attachment thereto, which provides
“an example showing the derivation of the TYAR voiume 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 9"," “10™ through 89", and “90" and more.” Based
upon your example showing the development of volumes in POIR 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 9", *10™ through 89"™," and 90" and
more") shown in worksheet tab "W-P 4 Confirm.”

b. In worksheet tab “W-P 4 Ccnfirm,” refer to column (3), "After Rates” {Volumes),
and the rows “1°' through 9"." “10™ through 89",” and “90" and more.” Please
provide the estimated number of scans for each of the “Blocks of Units” {i.e., 1%
through 9" *10™ through 89™," anc “90™ and more”) separately for First-Class
Mail and Other

RESPONSE:

a. | do nat 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 POIR NO. 4,
Question 3, the number of blocks at each fee level for each individual existing customer
was derived separately. The tolals referred to in column (3} were arrived at by summing
all the customer-specitic 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 OCA/USPS-T40-29, the share of scans that
would be on First-Class Mail maitpieces 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 POIR NO. 4, Question 3,
and the attachment thereto.

a. Refer to part 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.

b. Refer 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.
o 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.
RESPONSE:
a The basis for the 10 percent decrease in demand was the proposed increase in
fees
b. No. Since the distribution of scans was assumed to be 55 percent First-Class Mail
and 45 percent Other, the current share of First-Class Mail is overstated siightly.
Therefore, the 10 percent decrease affects First-Class Mail slightly less.
¢ The split was partially driven by an effort to reflect the general composition of the
manl for the penod for which we have data (see my response to OCA/USPS-T40-24(b-

ch. and the expectation that demand for First-Class Mail scans would increase relative

to Standard Mail as a result of the new rates.
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OCA/USPS-T40-56. This interrogatory seeks to determine the impact of the proposed
fee schedule on Confirm subscribers. Please refer to your response to QCA/USPS-
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
number of individual Silver subscribers that purchased 1 quarterly subscription, 2
sequential quarterly subscriptions, 3 sequential quarterly subscriptions, anc 4
sequential quarterly subscriptions.

b Please confirm that of the current 16 Silver subscribers that purchased 1
quarterty subscription or 2 sequential quarterly subscriptions, those subscribers
will pay higher total fees (i.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
confirm, please explain.

RESPONSE:

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

took place during the collection of data for use in developing the billing determinants for

Confirm service.

b Not confirmed  As noted in my response to OCA/USPS-T40-17(a), there are not 16

~utrent Silver subscribers. Rather, there were 16 Silver subscriptions in the Base Year.

However 1f a subscrniber were to purchase either one or two silver subscriptions at the

current prices, which do not allow the product to cover its costs, in the same fiscal year

the fee would be lower than the proposed $5,000 user fee plus any fees for additional

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

cover the costs of the product.
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OCA/USPS-T40-57. This interrogatory seeks to determine the impact of the proposed
fee schedule on Confirm subscribers. Please refer to your response to OCA/USPS-
T40-19(a), where it states, “the total expenditure will depend upon usage.” Assume the
foliowing: 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 totai fees (i.e.,
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
assumption would pay higher fees. Also, show alf calculations, and provide citations to
all sources 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
addition to paying the $5000 annual fee, the user couid buy 168 blocks of scans and stil!
spend under $10,000 (35,000 + $4987.50 (9*70+90*35+69*17.50). Using the 357,143
scans per mitlion units derived in QCA/USPS-T40-29, the 168 blocks wouldprovid e
60,357.167 scans. 29 of the Platinum subscribers were estimated to use less than that

number of scans during the subscriplion 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 OQCA/USPS-
T40-24(b)-{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 4™ quarter (July, August and September, 2005) of FY 2005,
please axpiain.

RESPONSE:
As noted in my response to OCA/USPS-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 2005, For FY 2004 the average numbers of scans are:

Destination | 259
 Origin T
First-Class Mail . 243

. Other - : 2k39 I,
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OCA/USPS-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
(i.e., EMD files). If you do not confirm, please explain.

b. 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
avatlable for all three fiscal years, please provide the requested information
for the most recent fiscal year or other period.

RESPONSE:

a. Not confirmed. As noted on pages 85-87 of the Confirm users guide, the mailer only
provides the number of mallpieces with PLANET Codes (EMD element #23). The
provision of information with regard to the class and shape of mail for the mailing are
optional  As my past responses have noted (OCA/USPS-T40-20, 22, 23, 35(a-e), 38,
3% and 41). the data provided in the preshipment notifications are often not reliable.
Maders typically use Confirm service as it was intended, a tool for identifying the
iocation of therr mail with in the mail stream. Additionally, Origin Confirm does not use
EMD files as these are pieces of matl being shipped to the mailer.

b As noted in the response to part a. the quality of these data are questionable and
ncomplete  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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OCAJ/USPS-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.

b. 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.

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 1s complete will be in the same storage system as the

services you mention. but the data for the separate producls 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.

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 wilt 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 aisplaying 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
maillpieces? Please explain.

RESPONSE:

a. Notconfirmed. This option does not provide the last scan that will necessarity occur

on a mailpiece. It represents the last scan on what is identified as a unigque mailpiece

since the iast time the subscriber received data.

b. No. Seeresponse lo part ¢ 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. Aslong as the PLANET code and PostNet Code can be read by the optical scanners

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

mailpieces.
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OCA/USPS-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.

a. Do you agree with General Potter’s testimony that Confirm provides the Postal
Service with a rich stream of information? If not, explain fully.

b. Do you agree with General Potter's testimony that Confirm helps the Postal
Service improve processing efficiency? If not, explain fully.

C. 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 ungualified “yes.”

d 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 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™ information? Please explain fully any response other than an unqualified

ves

& Please refer to your response to interrogatory MMA/USPS-T40-1. Don't price
changes ranging up to nearly 2000% undermine the goals outlined in General
Potler's testimony with respect to using Confirm to develop a rich stream of
mformation and to improve processing efficiency? Please explain fully any
response other than an unqualified “yes.”

RESPONSE:

a-b. ! agree that when the Postal Service seeds the mail with PLANET Codes, the data
generated can be classifited 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 QCA/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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OCA/USPS-T40-64, Page 2 of 2
e. See my response to parts ¢ 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 MMA/USPS-T40-2 states, the total revenue increase resulting from my
proposed pricing is 49 percent, which | also do not consider to be nearly 2,000 percent.
Additionally, in my response to OCA/USPS-T40-57 | note that 29 of the 45 Platinﬁm
fevel 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:

d.

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 exptain 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 response other than an ungualified "yes.”

RESPONSE:

3]

&)

No. see my response to OCA/USPS-T40-20.

Data recewved from the use of PLANET Codes in the seeding program can be used

to improve processing efficiency by allowing the Postat Service to identify problem

areas

¢-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 mait containing Delivery Confirmation, CONFIRM,

and Indicia Based information (IBI), helped to pinpoint quality problems

and improve service across all product lines.

a. Do you agree with these statements? If not, explain fully.

b 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%7

RESPONSE:

a Yes.

b See my responses to OCA/USPS-T40-64(c-d and e).
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OCA/USPS-T40-67. Postal Bulletin Issue No. 22119, 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.

ok ok ok ok

Mandatory internal seeding of Confirm pieces begins Jan. 10.

a. Do you agree with the notion that when service performance is measured, itis
likely to tead to improvements? If not, explain fully.
b. Isn't it 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 unqgualified "yes.”

C. Please provide complete results from the mandatory internal seeding of Confirm
that began on January 10, 2004 (as stated above).

d 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)

f How are the results of the seeding program used?

RESPONSE:

a 1 do not disagree with the general concept express in the Postal Bulletin,

b Yes. Confirm can be used to measure processing efficiency, and the resulting data
can be used tomprove 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 results.

d. The purpose of the mandatory internal seeding program is to provide diagnostic
information on First-Class Mail operational perfformance. Each Plant identifies a set of
3-digit destinations that it 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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matlpieces, and they are re-introduced into the mail stream, where scanning takes
place. Scan results are then reviewed.

e. The data are viewed by those people that are responsibie 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 resuits 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 operahons, the Postal Service is able 1o identify potential sources
of delays in mail performance. If further analysis is able to confirm the root cause of a

delay. operalional changes are instituted to correct the probiems.
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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 Bufletin, 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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OCAJ/USPS-T40-69. Postal Bulletin Issue No. 22084, September 5, 2002, at 9,
describes the USPS Micropayment Service. According to the Builetin, customers mail
First-Class Mail courtesy reply cards. Customers are required to apply PLANET codes
to each piece. Please provide performance delivery times for ail 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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OCA/USPS-T40-70. Please refer to your testimony at page 28. You state that "[t]he
value of service for insurance customers is very high.”

a. Do you agree that ease/difficulty of filing a claim is an important element of the
value of service? If you do not agree, explain in full.
b. Please describe all steps performed by postal employees in submitting an

insurance claim, starting 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.

C. 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.
d. 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.

e. 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 fili out the form correctly? If
you disagree, explain fully.

f. 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.

a. Please describe the Postal Service's system for making sure that clerks fill out
the forms correctly, address ihem accurately, and dispatch them in a timely
manner.

h How many appeals are permitted on a Postal Service decision to deny a claim or

reduce the insured amourt 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
processig the claim to determine (1) status, (2) provide additional information, or
{3} challenge inaccurate statements in the letter deciding the claim? As part of
this answer, specifically address whether an agent can be reached by telephone
and provide the telephane 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 filling 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
DFOCESSING.

{3) 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 1s determined to be valid, payment of the claim is initiated. If the claim form is
mcomplete. correspondence is sent requesting additional information from the customer
or e local Post Office  If the system was incapable of determining the validity of the
claim, its reviewed more completely by the ASC.

4} A letter will be sent if any documentation is needed or the claim is denied. Checks

are mailed if the claim is paid with a statement describing the payment.

ol Yes, section A 1s completed by the customer, and section B is completed by the
SSA

d Yes, except for unnumbered insurance

e Yes, but the Form 1000 took into consideration many concerns identified through

feedback received from customers, so customers can easily respond to the questions

on the form without assistance.
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f. Yes, the acceptance clerk is tasked with the responsibility of verifying the
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 shouid
be sent to the ASC daily.

g. Instructions to complete claim form 1000 are printed on the reverse side of the
form. These instructions are written to assist clerks in the performance of this task.

h Two. The first appeal is conducted at the ASC, and the second appeal is
conducted at Headquarters.

I Claimants are given specific information as to why the claim was denied,
including their appeal rnghts.

| Claimants may inquire through the Accounting Heip Desk (AHD) or in writing on
the status of a claim. If the AHD cannot provide an answer, the call is escalated 1o 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

handiing the call.
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OCAJUSPS-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
untit 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 untif 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.

RESPONSE:

d

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.

8]

The customer should expect to receive a response within 30 days of

receipt of the appeal.

C

2" level appeals — measurement of cycle time - target for FY2006 is an

average of 19 days.

d.

e.

f.

The claims are sent to the ASC on a daily basis.
See the Postat Services response to OCA/USPS-16.

| am not aware of any other objectives with regard to insurance.
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a. The average time for processing a properly completed claim as
measured from the time a claim is submitted at the retail window until &
claim decision is issued is 48 days.

b. Decisions on appeals: 30 days

¢. 2" 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/USPS5-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.
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OCAJ/USPS-T40-73. Give a detailed description of the training given to postal clerks on
how to submit an insurance claim on behalf of ctaimants.

a. Provide all tfraining materials.
b. How many hours of training are required?
o State whether (and how often) clerks are tested to see if they have 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

These 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.

Copyright 2005 by the United States Postal Service. Washington DC 20260-4215

Al rights reserved.
No part of this publication may be reproduced in any form or by any means without
permission. in writing. from Emplovee Resource Management

Certain parts of this publication may contain copyrighted materials from other sources the
reproduction of which for this specilic training use has been interpreted not to exceed the
farr use clmrc of the copyright regulation (Ref. 371.5 ASM)
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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:
UIpon completion of this module. future Associates will be able to:
« Explain and demonstrate the use of PS Forms 1000, 1510, 542, 3832 and 2855.

Time Allocated for this Module:

e 60 minutes

Materials Required:

Future Associates: Workbook and pens or pencils.

Module 22: Claims and Inquiries 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 Mail Module. Our customers depend on us to safely deliver the
itemns they mail at our retail counters. If we are not paying attention to the condition of the
items when they are mailed, we greatly increase the possibility of a failure to provide the
SETVICC our customers expect and deserve.

For instance, a framed picture mailed in a padded envelope is probably going to be damaged
when it arrives. Imagine the delivery employee who can hear the broken glass mside when
making the delivery. Imagine that you are delivering the item. What would you say to that
customer”!

Keep in mind. that every fime vou accept a package the reputation of our company is
primarily resting on your ability to determine the mailability of the item. Y ou have the power
to reduce the need for our customers to file claims and increase customer satisfaction by
checking these guidelines on every item mailed at your counter.

o Addressing: A return address is required for all accountable mail. Retail equipment will
provide the city and state when vou kev m the ZIP Code. Verify this information on the
mail piece. Encourage customers to use our web site (www.usps.com) for ZIP Code look-
ups and confirmation of mailing addresses. (The majority of mail sent to the Mail
Recavery Centers bears no return address )

« Packagimg: Isthe container sturdy enough o withstand normal handling i the mail
stream? Is the cushioning sufficient to protect the contents” (A claim will be dented if the
Jamaged msured iteny was not properly pachaged.) Is the package secured with good

'

qualiy tape’

PS Form 1000

Postal customers must use PS Form 1000 ¢ ailable at the Post Office or online) to file
mdemnity claims for Insured, Collect on Delivery (COIDY). Registered with postal insurance.,
or Eapress Mul Onee completed. the customer must submit the PS Form 1000 to their local
Post Office. Claimms tor unnumbered msurance (under $50) are processed and paid at the
local Post Office. Al other claims are sent to the St. Louwis Accounting Service Center for
processing and pavment.

Requirements for submitting claims

In addition 1o completing PS Form 1000, a claimant must meet a proof of loss requirement.
Lhe customer must provide proof of complete or partial loss (depending on which claim is
being submitted). Proof of loss is not required for COD, Registered, or Express mail claims.

Page 22-2 Participant Workbook
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Only the mailer may file a claim for complete loss.
The following 1s acceptable as proof of loss:

« A letter or statement from the addressee after the date the article was mailed, stating the
addressee did not receive the article.

Retain all items pertaining to the claim in the Post Office until the claim is settled. Do not
return to the mailer unless claim is for partial foss.

Note the condition of the wrapper and its contents for the claims adjudicators.
To ensure that the claim will be quickly processed, be sure you have:

« Evidence of insurance

» A designated payee

« Mailer and addressee signature

» The location of the damaged article or disposition thereof.

«  Proofof value

«  Original packaging with insured indicia

« Proof of mailing

Claims are paid by no fee money order and offset in AIC/GLA 539

Forwarding Claims
Retail Associates are required to torward PS Form 1000 with the supporting documentation
to the claims and inquiry scction or to the designated employee in the office who handles
clinnms and inguiries,

Claims under $50.00
Customers must complete PS form TG00 for approval by the local post office.
Customer must provide proof of value. original packaging with insured indicia. and proof of
matling. Clnms are paid by money order.

International Claims
There are different process flows lor International claims.
Definitions:
e Inquiry

— A request concerning the disposition ot an item or report concerning loss, delay or
improper delivery and must be filed before the claim is aliowed on articies deemed
lost

e (laims

— A request for indemnity as a result of a loss. rifling. or damage to the insured,
registered, or EMS item

Module 22 Claims and Ingtines Page 22-3
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Global Express Mail (GEM): The 1).S. sender of a GEM item that is believed to be lost,
damaged. or rifled must contact the Call Center at 1-800-222-1811, within 90 days of the
date of mailing, to initiate an inquiry. If loss or damaged is confirmed by the USPS, an
information packet including completed Inquiry Form 2861, and claim form 2855 will be
sent to the customer.

Inguiries about Express Mail items that originated outside the United States must be initiated
hy the sender through the postal administration of origin.

Registered Mait, Insured parcels or Ordinary articles

PS Form 542, Inquiry About a Registered Article or an Insured Parcel or an Ordinary
Article, is used in processing inquiries relating to loss or delay of outbound (originating from
a U.S. sender) or inbound (originating from a foreign country) Registered Mail articles.
msured parcels and ordinary letter post and parcels. A PS Form 542 must be filed within 6
months for lost articles betore a claim (PS Form 2855) can be filed. PS Form 542 can be
tiled at any Post Oftice. Exception: The PS Form 542 is not used for insured mail to
Canada. Use PS Form 2855

PS Form 2855 Claim for Indemnity - International Registered, Insured and Express Mail s
used in processing claims relating to rifling or damage of outbound or inbound Registered,
Insured Mail articles and outbound Express Mail articles. Exception: PS Form 2855 is used
foor the complete loss of an insured outbound or inbound article to Canada. Express Mail
laimes must beinitiated throueh the Call Center.

Reguired Documentation for Registered. Insured and Express Mail includes: Evidence of
Lisurance (VM Section 9). Evidence of Value (IMM Scection 9), and Proot of Damage.

PS Form 3831 ~ Receipt for Article(s) Damaged in Mails

eccustomer would dike the article mailed replaced. ownership must be released to the
TS The USPS prosades acustomer with a PS Form 3831 as proof of receipt. This form
ot be completed induphicate. One copy is to be provided to the customer, and one is to be
diached vothe article, The article remains in possession of the USPS and ts handled

aveerdime o current policy .

PS Form 1510, Mail Loss/Rifling Report

Fhis form ts used 1o report the loss, rifling. and mistreatment of erdinary and Certified Mail.
PS Form LSO may be initiated by either the mailer or addressee, by telephone or in person at

amy post office.

PS Form 3533 — Application and Voucher for Refund of Postage, Fees, and
Services

This torm s used to request a refund of postage. fees and services.

Page 224 Participant Workbook
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OCA/USPS-T40-74. What is the position of individuals who process claims at the St.
Louis Accounting Service Center (ASC)?

a. What training are they given to perform their duties?

b. What are the educational requirements for the position?

C. Is any type of accreditation required so that lost/damaged items can be
accurately appraised?

d. Is there any requirement for past experience doing similar kinds of work?

e. Provide alt of the training materials used to train these individuals.

f How many hours/days of training do these individuals receive?

RESPONSE:

Level 14s process the claims, and are supervised by Level 17s.

a.

They are trained on the job with the assistance of a senior employee using the

DMM and CCRS manual, along with the Postal Operations Manual, Administrative

Support Manual and IMM.

b.

C.

d

€

One must be a postal employee who has passed the accounting test.
None. since the adjudicators do not perform appraisal.
No.

The CCRS manual is being filed with this response. Additionally, section 609 of

the DMM, and section 146 of the Postal Operations Manual (POM) are used as

reference matenals.

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 wsing the Customer Claims Response System.
Depending on your user role, you will learn many of the following features of the

system, including how to:

*

+

+

L

This course meludes discussions, procedures, and practices for users with various
user roles . Your mstructor with indicate which user roles apply to the activities in

Log in and navigate in CCRS

Enter, Search for, and Update a Claim
Review and Appeal a Claim

Manage the Queue

Pay, Denv. and Close a Claim

Send Correspondence

Create a Claum Recevable

Change the Status of an Issued Check
Enter Package Information

Create an Inspection Case File
Certify Pavments

Review Corresponderce Events and Appeal Decisions

cach section

Prerequisites

The following prerequisites apply o this manual;

*

Users should know the conventions for how to select objects and how to

navigate the system that vou wikl work with.

Users should understand and be able to use common Windows mput methods.
such as buttons, tields. drop-down hists, checkboxes, and radio buttons.

Users shouid also be comfonable using a mouse for navigation and mput, and
they should understind common mouse instructions, including double-click

and right-click.

Users should also be thoroughly familiar with the process and applications that

they will use to create claims in their environment.
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Icons

The following table identifies the icons used in this training guide.

Icon

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.

+
2

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.

P e
o e s g

e oo

The dictionary definition icon indicates the
Definitions section of the lesson. This section
includes any technical terms that may be new
to the user, or that are particularly important to
the lesson. Dictionary terms are shown in bold
font in the Discussion text.

The checkmark icon indicates the Wh nto use

* section of the lesson. Refer to this information
1o learn when you will use the feature that 1s
“ discussed in this section of the lesson.

The *do not” icon indicates the When not to

fuse section of the lesson. Refer to this section
. to learn when you should not use the feature
©that s discussed i this section of the lesson.

This sectien only appears in a lesson if there

i are specific cases where another function is

more appropriate for some situations, or if
there are specific cases where the function
should not be used.

!
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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 1con indicates the Tips and Notes

; Steps.

" The clock 1con indicates a Practices section.

- oy be avallabie for training classes.

The question mark icon identifies the

' practice data for use in the tramming class. The

- Note: Use of the Questions section is at the

section, This section includes important
reminders, Iimitations, prerequisites, and
guidelines for using the function. It may also
include information that will help you avord
common errors in using the function.

The numbered steps icon indicates a
Procedures section. This section includes the
step-by-step procedure for performing a
function or a set of related functions. These
steps are generic, and will not have specific
data, such as document types, included n the

. . - ) |
Fhis section imcludes one or more practice |

activities that may be assigned for completion
durmy your class time. Practice sechons
include the steps of the procedure and specific

practice data is set up for each class, and will

(Questions section of the lesson. This section
includes questions to test your knowledge of
the matental that has been taught. The question
seehon 1s itended 1o be an informal way of
evaluating your understanding of each
function.

discretion of the Client.
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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
perform a task.

= Practice: Indicates a specific practice exercise.

Indicates a specific procedure within the

< Todo ... Procedures section. Related procedures each
have their own heading. When a procedure can
be performed on either the Desktop Client or
on the Intranet Chent, each will have a specific
procedure heading.

Typographic Conventions

The following document conventions are used in this training guide:

¢ Spectal terms that are used in the text and are listed in the Definitions section
of a lesson are displayed in bold italic, as follows: Product Identification
Code

o Menu ems and button names are indicated with bold font and title case, as
follows: Enter New Claim {rom the menu.

Abbreviations

The following table lists the abbreviations used in the text.
Abbreviation Definition
. ASC Accounting Service Center

APARS Accounts Pavable Accounting Reporting

7 - System o

P ACF2 ACF2 (A postal-approved security
C standard} ) -
LA}’() Army Post Office

con Collect on Delivery
| CCTS Commercial Check Tracking System




Abbreviation Definition
CAT Customer Accaa_nce Test ' o
CCRS Customer Claims Response System
CSS Customer Satisfaction Survey
DGC Delivery Confirmation Guarantee {Also
known as Product Tracking System
{PTS])
FPO Fleet Post Office
IC10 International Claim and Inquiry Office
I1SC - Information Service Center
1IBSSC h Integrated Business Systems Solution -
Center
ICIO B international C claim and Inquiry Office
LAP ) { Locally Adjudicated Process o ]
MRC Mail Recovery Center
IMPSA B Military Po:nl Service Agency
o ) | Office o;lnspgcerrcneral B
‘ PIC - Product ldchliﬂcalinn Code
PTS | Product Tracking System N
- SAM | Space Available Mail
TN “Vax Wentification Number

CUSPIS

US Postal Inspection Service
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Welcome to the Customer Claims Response System. The CCRS system enables
domestic and intemational customers of the United States Postal Service to initiate
claims should a package be lost or damaged. After the customer has completed
the approprniate claim form (Forms; CNOE, 2855 or PS1000), employees of the
USPS then complete the claim and submit it 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
claimn should be paid, denied, or ¢closed.

Internattonal claims filed by foreign postal administrations can also have their
claims (Form CNOE) entered and processed by CICRS.

Objectives

This section provides mformation about the topics below.

¢ About CCRS and tts functions

Discussion: About the Customer Claims
Response System

CCRS enables Domestic & International USPS customers to inihate claims by
sendimg claim forms to the Saint Louis Accounting Service Center (ASC)
accounting service center for acceptance and review.  These forms are keyed into
CCRS for amomated review.  The CCRS system may pay or deny claims based
on a spectic rule set or send the claim for review by an ASC adjudicator
employee. The USPS employees then complete the claim and submit the
documentation via the CCRS.
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Tips and Notes

Remember the points below when you work with the Customer Claims Response
System.

+ You will have access (o 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.

Procedures

Use the Index to locate information on a vartety of topics.

Additional Information

¢ Note thut CCRS groups have access to certain features of the system. Thal is,
the group that vou are a member of only has access to a subset of the system’s
features. Before vou begin cach section, vour instructor will tell you which
sroups can aceess the tunction.
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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.

Objectives
Thts section provides information about the topics below:
¢ How to Log Into the Customer Claims Response System

+ How to Access the Functions of the Customer Claims Response System

Discussion: How to Log into the Customer
Claims Response System

Because CCRS 1s a secure site, vou must log into the system using a vahd user
nuame and password before vou can access any of the documents or functions
aceessibie to vour user group. Onee you are in the system, you will be able to
aceess functiens hased on vour privileges.

When to Use

You log mto the Customer Claims Response System to access c¢laims and custom
functions.

Definitions

User Privileges - A security classification that the system administrator assigns to each
user when their user criteria Is created.
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Tips and Notes
Remember the point below when you log into the docbase:

¢ You must have a valid user name and password to access the features
available to your user group.

¢ The functions available to you are based on the user group you are a member
of.

Procedures

2 To log into the Customer Claims Response System

I Launch your Web browser and enter the URL for the CCRS system in the
Address field. Click 1 Agree.

2 The Enter User Mame and Password page appears.
3 Enter vour User Name and Password in the apprepriate fields.

4 Click Submit. If this is the first time logging in you will see the following:

]
Please set your login preference

Takhe me duectly to lnguiy Manager on login 0
Tahe me directly to Claims Manager on login: ()

Bnng me to this spiash page on login: O
Manage inquries Ge>-

Mansge claims  Go-

5. Here you set vour preferences for where you will directed for all future logins.
Since yvou Il be working with claims, you'll select Take me directly to Claims
NManager login.

6. Click the Manage Clanns Go bution to proceed to the claims manager.

10



Practices

=+ Practice: How to log into the Customer Claims Response System

Steps

Practice Data

I.  Launch your Web browser.

Double-click the Web browser icon on your desktop.

2 Enter the URL for your
CCRS server.

Type the URL for the CCRS system in the Address
field.

i lLogmntothe CCRS
manager

V. s

4 Conneet to the CORS
system

= Result

1 vou perform the practices correctly, the result will look similar to the screen

helow:

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.)

Chck Submit.

11
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E%SSHT%- Customer Inquiry and Claims Response System [CIC?RS]‘{
minalintiiasiie ot ]
ADJUDICATOR

* Fnter New Claim

¥ Search for Claim

4 Manage Claims

» Manage Inspection Cases
+ Monitor Claims

¥ inerner Paqe Testing

+ Search for MRC Article

* Inspection Service
Divisions

RESTEICTED INF ORMATION

When te File

You must file a claim immediately when the conlents of an article are damaged or missing.
For a lost article, you musl file a claim wihin certain 1ime limits as specified in the General
Tiing Insticotions

Where 10 File
For most claims, go to any Pnst Ofice and complete Form 1000, Domestic Claim or
Registered Mail Inquiry

Note hderenan dise Retam Service claims can only be filed at the Post Office where your

merchandise return permit 1s held

What You'il Need

Evidence of inswance

Submin ewidence kat iraoed Mail, Catlect on Dielsery (23000 Hemstered Mal™ | or
[aprgw. Mlaw® was purchased for the maiied package The original mailing recespt that you
were aiven al the ime of mailing s the preferred ewdence Cheack the General Filing
potnoctinr dor a detaded hiet of scceptable endence

Evidence of Value

Subrnit evigence - such a3 sales receipt or mvoice - showing the value of the article when
it was mailed Chook the o wrad Ping intng finne [or a detailed hst of acceptable
evidence
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Discussion: How to Access the Functions of
the Customer Claims Response System

Depending on your user permissions, varying functions wil} be available to you.
The following table indicates the available CCRS functions and the corresponding
operational users.

; 2 &, Chepter
Friering & New Clairn Chapler 3
Searching for a Clam |cranter 4
Updating an Ex'nstm'g Ilem (fham:er 5
rEvievwnn Sigtus Fisiery Chqp&é[_@
Feaewana Correspondence History C'hapt'er 7
equesting 8 Money Order Status Chapter &
Senewing Delivery nformation Crapters
SApPPESingG a Clmr.n' . k Chﬁmér 10“"
Ve bvineg Callers Cragmer 11
Maraaing he Guels Chapter 12
Fayir a lam “hapter 13
Cerying & Clam _ ' ' Chaﬁ_elrjam_
Closing & Clam T Chamer 15
Servhing ¢ orreénondence ' Thapter 16
zenerahing a Clam Recevable Crhamer 17
Changing the Status of an Issved Check  |Chapler 18
Ererng Packagé‘lnibrmﬁlon h Ch;'l__pt:e_r_ 19
Crem-ng a New Cese Flle ' Chagter 20
<o the Inspaction Services Funchaon hapter 21
Creating the Schedule Voucher gf Payments|Chapter 22
Using the Image Review Funchon Chapter 23
Using the Business Mailer Functions Chapter 24 T
¥ Aveilable ] |Unavalleble J
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When to Use

Y ou access the Customer Claims Response System functions to perform actions
with Customer Claims Response System claims and other information in the
systern.

Definitions

Permissions— A property that determines which operations a user can perform on a
claim (for example, adjudicate, update, and search.) The system administrator will
define a user’s permissions.

Tips and Notes

Remember the points below when you access the Customer Claims Response
System functions:

o All Customer Claims Response System functions are avaitable from the CCRS
menu on the left side of the Web page.

e Note that some func'ions are only available to certain users. A user’s role
determines which functions are avatlable.

Additional Information

¢ Formore imtormation about System Admimstrator functions, see the Customer
Claims Rosponse Svsteme Administraror Reference.

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. 1f any information is
missing, CCRS will send correspondence to the claim originator to obtain the
needed data.

Objectives
This section prevides mformation about the topic below:

¢ How to enter a new claim into CCRS, including specific definitions for fields
mcinded m al! section of the claim tform.

Discussion: How to Enter a CCRS Claim

When a new claim s in entered snto CCRS. the mailer information, addressec
information. reason for the claim. lost or damaged articles, totat amount claimed,
proot of mmsurance verification. payment assignment. and the certification and
signature must be detined.

When to Use

A domestic postal customer will initiate a new claim® when they want to report an
item damaged or lost. Claims from foreign post offices (Form CNOS) may be
initiated through a foreign administration and sent to the ASC for processing.

* Form PSTO0G for domestic claims or 2855 for international claims
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Definitions

Mailer - The postal customer who initiated the mailing of the lost or damaged
article(s).

Addressee — The name of the person or organization to which the lost or damaged
articlefs) was senf.

Mailing Receipt — The paper provided to the customer al the time insurance was
purchased, The Mailing Receipt has important information, which can help the Field
Site complete the claim. The Mailing Receipt Number is a barcode, which is also
represented as human-readable numbers printed below the barcode. The human-
readable numbers are arranged in groups of four digits.

Tips and Notes

Remember the following points when entering a new claim:

¢ The postal customer must go 1o a USPS field site 1o complete the claim,
¢ Letters wall be sent 1o customers for all claims not fully completed.

+  Customers nust provide the appropriate supporting information in order to
avord delaving the processing of their claim.
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Procedures

< To enter a new claim

e

From the CCRS Welcome page, click the Enter New Claim link. Section A of
the Enter New Claim page opens.

Select a claim category, which is the form type you are entering.
Enter all required information for Section A,

Click Continue. Scection B of the claim form opens.

Required information inciudes a complete address for the claim originator
and a service category.

i'nter all required information tor Section B.

If section 11 is completed. this will be considered a locally adjudicated
ciaim resulting in no further action by the system.

Chivk Continue.

I the ¢lasm category 1% international you will be presented with an additional
page to enter speaific infermational values (see below).  Users will also need to
wientidy o either the forergn adninistration. Umited States or a combation of
hoth ieurred habshity tor the mailing,

I Click Continue to claim indicators after entering the fields

£7



Update Claim: International Section

Supplementai Information For International Mail:

item Under Inquey. " — v
Special Indhicator — -

Package Wewght (in 1bg)

international Liability Indicators:

Liabimty s v

— Reasons for US Liability -

— Reasons for FA Liability

4021

Article #: ER25472781

Section £ | Section B ! Interradional -

e

:
1 i

N |

(Add ) (Detete - )

Continue to clamm indicators

L0 The review Indicators page opens to reveal what has been oblained based on

entries made on the cham form,

i1 Review the indicators that were set based on the previeus cliam responses and

varredt any mneorrect statements.

12, Chick Continue to submt the clinme. You wili recerve a confirmation message

indicating that the chm was successtully filed.

18



Practices

Practice: How to enter a new Domestic (P$1000) claim using CCRS

Steps

Practice Data

1. Initiate the new claim.

Click w..ter New Claim.

In Section A of the claim form, make the selections

below:

Enter your first and last names (no nuddle
initial), business address, and phone number
to the mailer information section.

Finter Joe Smith as the addressec, and enter
vour business address and phonc number to
the addressee mformation section.

Enter a short description of the article, select
an article category from the drop-down list.
and enter the value of the article. Enter
December 0 of the previous year, as the
purchase date. Click Add Article to List.

Enter $100 for the total amount clammed.
Click Mailer as the Payment Assignment.

Click Mailer as the Claim Originator: chck Ne
tor the Proof of Signature, Enter the current
date as the Date Signed.

: Click Continue
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Practice Data

Steps

2. Complete Section B of the
new claim.
Resrew clann idicatorns

in Seciion B of the Claim Form, make the criterta
selections below:

Review the imdicators that have been set based on

For Service Category, enter Numbered
Insured

For Postage Paid, enter $4.00.
For Insured/Reg/COD Fees, enter $2.20.
For Other Fees, enter $0.00.

From Claim Reason, select Article Not
Delivered.

For Wrapper/Container/Packaging or Article
Presented, select No.

For Mailing Receipt Presented, select No.

For Evidence of value for Articles presented,
select Yes.

In the proof of insurance section, enter
VBO0GOX XUS (where XX 13 your class user
logan 11) as the maifing recept number. Enter
January 05 of the current year as the mailing
date

For Accepting Employee, ender your first and
fast names, 389238 as the finance number,
vour zip code. your telephone number, and
today s date.

Chck Continue,

presious claim responses

Chcek Continue,

" You shoutd recerve a confirmation message mdicating
that the new claim was added.

20
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“* Result
If you perform the practices correctly, the result will look similar to the screen
below:
%fs‘}%%' Customer Claims Response System ‘g
FIFL D SITE SEETRTED UEC RMATION Lortatt s | a[: s
« £ ptar New Claim The claim has heen successfully submitted.

Claim Detnds ]

P Search for Claim

Ay requered leget nincmation,
= Reports Apphcation version #t 88, SRS version #1.7

= FAQs

Additional Information

o Tu find a specific claim that a postal customer has begun, refer to Section 4
How to Search for a Clanm.



The claim search feature can assist CCRS users in obtaining information
regarding a claim. Here are some situations where searching for a claim may be

beneficial:
+ Attempting to determine the status of a claim.

¢ Searching for 2 customer within a specific area to see if a claim has been
submitted.

+ Finding out the amount paid for a given claim.

¢ Seeing if a letter was sent to a customer asking for additional information.

Objectives
This section provides informantion about the topics below:

¢ llow to Search for an Existung Claim

Discussion: How to Search for an Existing
Claim

CICRS provides a powertul search capability in order to find either a customer or
a claim. You can use combinanons of information in conjunction with the wild
card character (%o) to pertorm partial searches.

4025
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When to Use

A customer of the USPS may need to search for a claim that they initiated but 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.

Definitions
Field Site — A United States Post Office.

Correspondence — W'ritten communication generated by the CCRS system or an
adjudicator or consumer advocate originating from the USPS to the package addressee
or recipient.

Tips and Notes
Remember the points below when vou scarch for an existing claim:

+  You can search by article number, case number, customer information. claim
. check number, or by longest pending clamms.

¢ You can pertorm a customer-information search by using the customer first
mame, last name, city. state, zip, or country. You do not need to enter all fields
m order to perform the search.

¢ Use the wild card character (%0) when you don’t have much information
avarlabic,
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Procedures

2 To search for an existing claim

l. From the left menu, click Search for Claim. The additional options of performing a Search
basedon various criteria appear.

2. To perform a search using the mailing receipt number, click Article Search. To perform a search
using customer information, click Customer Search.

3 Depending on the type of search you are performing, either the Article Search or Customer Search
page will appear. Other search options such as check number or claim id will appear based on your
operational user type.

3. Enter either the mailing receipt (i.e article) number or a portion or all of the customer’s
information,
5 Click Search. The Search Resuits page will appear with your claim. (shown below).

Search For A Claim: Search Resulits

Displaying 1 of 1 Search Results

U Addressee Mailing Claim | Paid
Mailerlame | ¢+ Mame Date Amount | Date

Pending Paid - Pending - oo o) e

VBIZLTA2 343U KASMARK I AR T
» 3430 ASMARK  JOHN KASMAFRK, SALLY Payment Certification

$100.00 nia

Fage 1

« Back

. Click the mailing receipt number to navigate (o the Claim Details page.

A7 W more that ene claimos found, vou will have more that one choice o make.
Review the summan mlormaton to Wentify the correct ¢laim and click on the
minling receipt number

24



Practices

™ Practice: How to search for an existing claim

Steps

Practice Data

t. Begin a new search.

From t.. menu, click Search for Claim.

2. Select the type of search
you will perform.

Click Customer Search.

3. Enter search critena and
begin search.

Enter your last name in the last name field. Chck
Search.

The claim that you entered in the previous exercise
appears in the search results.
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= Result

If you perform the practices correctly, then the result will loek similar to the

screen below:

Claim Details

Case #: 378253081 (2855)

— Addressee Information

Mailer Information
AlLMA STEELE
71 MISTY DALE VALLEY

SHELTER ISLAND HEIGHTS, NY 11365

SAKTI SASTHI

7 JAYSUKH GARDENS
Alger

SRIKANT MW TQ 539371
ALGERIA

~ Section B Information

— Section A Information
Clawn Onginator Mailer
Payment Aasignment. Mailer
Amount Claimed 5137 82
Signed Date 0772172006
Merchandise

TIJEWELRY
S USUORAVINE

Service Type: international Ordinary
Claim Reason: Article not delivered

Mail Date 06/01/2006
Fee $10.00
Postage. $0.56
Claim Date. Q772172006

Entry Method: Random Generator

— Status Information
s Fending
¢ RETURN T SENDER

[hore

— Supplemental Information
Ceonespondence. None
Check Mumber None
Ferent Mote MNone

| would fike to -

Take desired action

Ge »

26
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Objectives
This section provides information about the topic below:

+ How te Update an Existing Claim

Discussion: How to Update an Existing
Claim

Lxisting claims mav be updated using the Update Claim function on the Claim
Detaris window

When to Use

Authorized vsers can use the update functionality to correct errors or to make
changes to the claim torm. Supporting claim indicators such as proof of damage.
proof of delivery, proof of value and proof of signature can also be changed
through this process. Status indicators cannot be changed on a claim since they
provide a history of cliim events.
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Definitions

Supporting Claim Indicator — Additional indicators reveal aspects of whether the
customer completed the claim filing process. The indicators reveul if insurance
coverage was validated by a postal employee, mailer signature was obtained, the
customer provided 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

Remember the points below when you update an existing claim:

¢ Users can updcte field and supporting indicators for previously entered claims
at any time.

¢ A claim will remain in a pending state until all supporting indicators are
provided and the claim 1s complete.

¢ The system will automatically send correspondence to the claim originator
when kev information 1s incomplete or a supporting indicator is not set.

Procedures

< To update an existing claim:

!

o

From the left navigatton menu, chck Search for Claim. The additional options of’

performing an Article Search or a Customer search appear.

Click Customer Search (o scarch using customer information or Article Search
to search using the Mahing Receipt number.

Depending on the tvpe of search you are conducting, enter either the user
information or the Mahing Receipt number.

Click Submit The Search results display. Note that the Mailing Reccipt number
listed 1n the search results 1s actually a link.

4031



8.

Click the Mailing Receipt number link to access that claim. The claim details for
that specific claim open.

At the bottom of the claim is the ‘T would like to:’ entry drop down menu.

Select Update Claim. Then click Go. The Claim Update page opens.

i would fike to;gupdate this claim. >

Take desired action : Gs>

Update the claim. as nccessary.

20
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Practices

= Practice: How to update an existing claim

Steps

Practice Data

1. Scarch for the claimn you
want o 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.

F

2. Access the claim

Click the Article Number 1o open the claim you
entered. Scrolbl to the bottom of the claim, and choose
the Update Claim option and click Go.

3. Update the ¢laim

Frier your middle initial. Click Update Claim.

The updated mtormation is added to the claim.

™ Result

If vou perform the practices correctly. the result will look similar to the screen

below

Confirmation

Case #: 59799250 (2855)

The claim has been successfully updated.

Go 1o claim details

Go >

30
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Users can access the Status History to review appeal decisions and other events
related to a particular claim.

Objectives
This section provides information about the topics below:
¢ When a User Will Need to Review Status History

¢ How to Review Status History

Discussion: How to Review Status History

On the Claim Detanll wondow, there 1s o section titled Status Information. Thas s
where claim related staius events can be found. Within this section 1s 4 CCRS
Hak which can be used to review the lustory of thts claim.

When to Use

Llse this function to determine the status history for the clatm. The Claim Status
Hisiory report lists all statuses the claim has undergone, the amount of any pay
decisions. the user whoe assigaed the elaim to a panticular status, any notes
associated with a particular status. and the date that the claim reached the
mdicated status.

31
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Tips and Notes
Remember the points below when you review status history:

o Anentry of CCRS in the user field indicates the CCRS system to action to
cause the status event described.

® The notes section should contain a reason for the denial or additional pay
amount to assist CCRS users.

¢ The Claim Status History is shown in date order to give users the ability to
view a logical series of events associated with a claim.

Procedures

S Toreview status history
1. Search for the claim for which you want to review status history.
2 Access the Clarm Detanls window for the claim.

Cin the Claim Detans window within the Status Information section {see example
below), chick CORS. The Claim Status History window opens.

Status Information
r f-- Pending Fad - Pending Payment
! Cetification
Cran None
Hppane MNone

4 Click Back when vou are fimshed reviewing. You are returned to the Claim
Dietatls window

T
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Practices

“+ Practice: How to review status history

]

£ Your instructor will provide you with the Mailing Receip!t of the claim

for which you will review status history.

Steps

Practice Data

] Access the claim for which
you want to review status
history.

Enter the Mailing Receipt provided by your instructor
in the Article Search window. Click Search. Click the
Article to access the claim details.

()

Find the Statas History hink.

On the Claim Details window, click CCRS within the
Status Information section. The Claim Status History
15 shown.

3 Review the status history.

Review the history. as necessary. Click Back when
you have linished reviewing.  You return to the Clam
Details window. ]

=+ Result

If vou perform the practices correctly, the result will be similar to the screen

below:

Claim Stawus History

| Stews | Amount [Hotes | Date | User

Articie #: VB328923498US

Pending Paid - Percing Payment Certiication $10200 - 071972006 CCRS
Pending Paid - Check Reguest Sent to APEX #0200 - 071872006 CCRS
Penriing Paid - Pending APEX Processing $10200 . 071712006 CRSHOM

Fending

- 071772006 CRSHO1
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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
This section provides information about the topics below:
e Situations tn Which Users Will Need to Review Correspondence Lvents

+ llow 1o Review Correspondence Events

Discussion: How to Review Correspondence
Events

Al USPS users can review correspondence events using the Correspondence
Hhistory funchon,

When to Use

Use the Correspondence History' tunction to view infonmation about all
correspondence events that have been generated about a claim. The history lists
the date the letter was sent. recipient. title, and body for each correspondence
event.

14
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Efjl Definitions

Correspondence — Includes any CCRS communication that is generated by the system
or by adjudicators/consumer advocates.

Tips and Notes
Remember the points below when you review correspondence events:
o Correspondence can reveal why a claim 1s currently in a pending status.

¢+ CCRS does not store the actual correspondence, only the text of the
correspondence. The formatting of the letter & letterhead are not shown.

o The svstem sends correspondence to Central Print for processing once each
day.

o A letter can be canceled before it is sent to Central Print.

Procedures

< Toreview correspondence history

I Scarch tor the clamm for which vou want to review correspondence history.
2 From the Claim Detals page, click Correspondence within the

Supplemental information section. The Correspondence History page
opens.

Supplemental Information
YL TR S TR Deficient - PUS‘agE Paid

Reguired
Phe 4 Ndeeowr sim 1045
Feont Focte None

3. A chronological history of letters 1s shown. Click on a letter title to see the
complete letter information. Click Back to return to the Correspondence
History page An example 18 shown below.

L)
LA



Practices

= Practice: How to review correspondence history

# Your instructor will provide you with the Mailing Receipt number of the
claim for which you will review correspondence history.

Steps

Practice Data

1.

Access the claim for which
you want to review
correspondence history

Enter the Mailing Receipt supphied by your instructor
in the search field. Click Search. Click the Anicle
Number to access the claim details.

Find the Comespondence

hnk

O the Claim Details window, chick Correspondence
i the Supplemental Information section. The
(orrespondence History window opens.

Review the comrespondence
histon

Review the correspondence history, as necessary.
Chek teter tithe 10 access the fetter details. Click Back
when svon have fimished reviewing. You retumn to the
Conespondence History window.

™ Resu

It

It vou pertorm the practices correctly. then the result will be simifar to the screen
hetow:

Correspondence History

thaplaying 1

72 of 2 Search Resuls

Tee et Fostans Pand Reguees 07202006 Custouzed Addressee CRSHOM
Foard s Pantia Savmert 1o Custorer 077 2006 Mailer CRSHO*

Page 1

+ Bk

Send a new letter

Article #: VB328923498US

.53
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The Review Delivery Information function provides current information about the
state of a package within the mail stream. Post office employees vse this function
to determine it a package has been delivered or is in the process of being
delivered, which aids 1n the claim decision making process.

Objectives
This sectien provides information about the topic below:

¢ [How to Review Delivery Intormation

Discussion: How to Review Delivery
Information

Users can review delivery information using the Delivery Information function
under Review on the Claam Details window.

When to Use

Use this function when you want to determine the delivery events and COD
information relating to a claim’s mailing. A more accurate claim decision may be
made based on this information.

a7
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Definitions

Clearance ID - The check or money order number used to pay for the package
Receiving Office 1D — The post office ID where the package arrived

COD Clearance Date — The date the check or money ordered cleared
Receiving Office Id - The post office 1D where the package arrived

Event Date - The date associated with the PTS event code

Event Code - The PTS cvent code

Event Description — The PTS event description

Event Zip Code — Tke zip code for the event

Event Receipt Name — The name of the person associated with the event

Tips and Notes
Remcember the points helow when vou review dehvery information:

¢ Delnvery mformation s collected once each day for claims filed for complete

Toss

¢ Ihe svstem communicates the last delivery request date and indicates the
number of days remaining te continee requesting delivery information.

¢ The debvery system archives delivery events after a certain period.

o CORS will show an “archive™ delivery status if a dehivery has been archived
and marked for retnieval. The event history will show the recovered delivery
event the followiny Jday.

¢ The system uses the most current delivery event code to determine whether to
autematically pay or denv o clam.
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Procedures

< To review delivery information:

1. From the left navigation menu, click Search for Claim to search for the
detivery information related to the mailing,

2. Access the Claim Details window. In the Status Information section click
Delivery.

Status Information
CCRS  Pending
Cielwery RETURN TO SENDER
Onhne None

3. The Delivery Event History is shown in chronelegical order. click the delivery
event code to obtain addinonal detail.
Practices

™= Practice: How to review delivery information

< Your mstructor will provide you with the Mailing Receipt number for
which you will be reviewing delivery information.

Steps Practice Data

I Search tor the clamm for which | Thse the Scarch function to locate the Maling Recopt
you want to revicew deliven Number provided by your instructor.
mnfonmalion,

2.0 Access the Claim Detnls Click the article hyperlink to open the Claim Details
window window

1 Review Delivery Information | Onthe Clarm Details window, chick the Delivery link
within the Status Information section. The Delivery
Histery window opens.
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-+ Result
If you perform the practices correctly, the result wall look similar to the screens
below:

Delivery Event History Case #: 847040306 (2855)

Days Left Tao Check Delivery Status: 90
Last PTS Request: 0772172006

na RETURN TO SENDER 071672006 BF 64 0772172006

< Back Overnde DCG status o
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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 an appeal is requested, the claim is placed in the
adjudicator’s review queue. A first appeal is resolved by the Accounting Service
Center. Only a consumer advocate may resolve second appeals.

Objectives

This sectton provides information about the topics below:
+  (Clanm Appeal Restrictions

¢ Sttuations in which a User Wil Appeal a Claim

¢ llow to Appeal a Claim

Discussion: How to Appeal a Claim

Use the Appeal function trone the Claam Detals window to inittate an appeal. A
clamy may be appeated by an authorized user group only 1f the claim has first been
paid or dered. A clarm may be appealed a second time:; however. a claim may
not be placed in second appeal unul @ decision was made from the first appeal.
The clam status history will reveal the speciiic appeal status,

When to Use

You can appeal a claim when i customer disputes a previous pay or deny
decision. Customers will typrically appeal a claim by sending a letter to the ASC.
The ASC will typicaliy require additional supporting detail to support a change in
the origmal decision. Clauns can be appealed if they have first been paid or
denied.
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o
PTG
e ——

f:_:].::l Definitions

Appeal — Occurs when a customer wishes the USPS to reevaluate a previous pay/deny
decision. They may have additional information that may influence the decision.

Paid — A claim status that indicates a pay decision was made.
Denied — 4 claim status that indicates a deny decision was made.

Closed - A claim state that indicates a claim was closed due to inactivity or action by
the ASC.

Tips and Notes
Remember the pounts below when you appeal a claim:
¢ A claim cannot be appealed unul it s first paid or denied.

+  Anappealed claim will be sent to the onginal adjudicator who made the claim
dectsion,

¢ Only a consumer advocate can resolve a second appeal.

Procedures

S To appeal a claim

Vo From the fett nasization meny, click Search fer Claim. The additiona) optiens of
performing an Artcle Scearch or a Customer scarch appear.

2. Chek Customer Search to search using cestomer imformation or Article Scarch to
search using the Maling Kecaipt number.
3. Depending on the type of search vou are conducting, enter either the user

information or the matling recerpt number.

4. Click Submit. The Scarch results display. Note that the Mailing Receipt number

Listed in the search results 15 actually a hink.
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5. Click the Mailing Receipt link to access that claim. The claim details tor that
specific claim open.

6. At the bottom of the claim is the ‘1 would like to:” entry drop down menu.
7. Setect Appeal Claim. Then click Go. The Claim Appeal page opens.
8. Enter the reason for the appeal.

9. Click Submit. A confirmatio., meséage appears.

Practices

™= Practice: How to appeal a claim

2 You wilf 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.

Steps Practice Data
I Search for the clamm vou From the lefl navigation menu. click Search for
sarit to appeal, Claim Select Customer Search, and enler your uses

id m the Last Name field. Chick Search. The claim
with vour user id appears.

2 Open the clarm and access Chek the Article Number te open the claim with your

the appeal funetion user id  Seroll o the bottom of the claim, and select
the appeal this claim link next to 1 would Ike o7
The Appeal window opens

I Appeal the clanm Enter the reason for the appeal. Click Go,
“* Result
If vou perform the practices correctly, the result will look similar to the screen
helow:



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 clamm in

the queue for adjudication. In addition, it enables system administrators to
retrieve a specific claim from the queue and assign that claim to a particular
adjudicator.

Objectives

This section provides information about the topics below.

How to Manage the Queue

Discussion: How to Manage the Queue

Clames in the following states will be queued for adjudicator review:

¢ A decision to pay a clami which 1s over the limit for the system to pay

+  Rewistered clinms that are eligibie for payment

¢ Claims that are appealed by customers (Note that secand appeals are queued to
a Consumer Advocate)

o A ciammm s found to be associated with an inspection service imvestigative casce.

e A cluim service type s Document Reconstruction

o Non-Mailable merchandise was found associaled with a claim

¢ A claim s elimble tor a recetvable request

+ All Regtstered cliums that have been set to pay hy the system

¢ 1 non-mailable matter 1s discovered, the system will queue the claim to an

adjudicator for review
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¢ When Proof of Delivery is validated and delivery 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. '

When to Use

The queue is used to organize and hold all claims that are queued for adjudicator
review. The queuc enables adjudicators to retrieve the next unassigned claim in
the queue for adjudicaticns. The system allows adjudicators selective retrieval by
offering options such as service category selection, and appeal selection.

Definitions

Queue — Claims that have been assigned to an Adjudicator or Consumer Advecate for
prrocessing.

Tips and Notes

¢ When an adjudicator searches for a claim to adjudicate. the specific clauns
assigned to that adjudicator appear. To retrieve the next unassigned claim (the
oldest claim) 1n the queue, the adjudicator clicks Retrieve Next Claim,

e Understanding the varous claim statuses is important for an adjudicator to
understand what stete a clarm is in. Appendix A contains a description of all
claim states that mav appear 10 the claim status history.

¢ Claims in the first appeal status will be assigned to an adjudicator for review,

e Claims in the second appeal status can only be assigned to consumer
advocates for review,

¢ The Adjudicate link will appear on the claim details page if a/l of the
fallowing criterta are met:

45



4049

o The user is an adjudicator or consumer advocate

» The claim’s most recent status is an Adjudication or Receivable category.

Procedures

< To review an adjudication queue
I3 From the lefl navigation menu, select the Manage Claims option.

2. Under the Mange Claims menu, click My adjudication queue. The claims
assigned (o the adjudicator are displayed.

3 Click the Articie Number to navigate to the claim.
4 To retrieve a ¢laim, select a service type (optional).
s Select the Go button 1o retrieve the next claim or appeal, whichever is desired.

+* If no service category is selected, the oldest claim in adjudication is
selected based on the date of mailing.

Adjudicate Claim: Your Assignhed Claims

isplaying 1 of 1 Search Results

articts # | Maio Naime [addressee Hame | _Status | Maiing Dato Claim Amount

CEOTERATY 0T BERGKAMP DENNIS  VIERA, PATRICK  First Appeat 021072005 $6.00 nfa
Fage 1

~ Select service type to retneve (cptional)
- .

Bach Retneve next appesl  Ges

Retneve next claim  &a -
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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
advocate will determine whether to pay, deny, or close the claim.

Objectives
This section provides infoermation about the topic below:

¢ How to Pava Claim

Discussion: How to Pay a Claim

Asan adpadicator or consumer advocate, chick the Adjudicate Claims function on
the maan menu to aceess the Adjudicate functionality. The user is given the
chowee 1o work wath chanms that are o their quewe or seleet a new claim from the
pending gueue.

When to Use — The Adjudication Process

CCORS performs analvsis on clarms each might. If the system determines that
additional ASC adjudicator analysis s required, 1t will place a status in the claim’s
status history with a ttie ol adindication review.

When an adjudicator selects a claim from the pending queue, it is assigned to that
person untl the clami s pawd. dented, or closed. The claim 1s also placed in that
adjudicator’s work queue so that if follow-up is required the claim can be
retrieved easily.
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Some examples of when CCRS queues a claim to an adjudicator include:
¢ A decision to pay a claim, which 1s over the limit for the system to pay
¢ Registered claims that are eligible for payment

¢ Claims that are appealed by customers {Second appeals are queued to a
Consumer Advocate)

¢ A claim is found to be associated with an inspection service investigative
case

¢ A claim Service Type is Document Reconstruction
¢+ Non-mailable merchandise was found associated with a claim

¢ A claims eligible for a receivable request

J[_.Jfﬁ Definitions

Adjudicator — USPS employce who makes pay and deny decisions on claims.

Consumer Advocate — 4 USPS representative that makes the final pay decision for
cluim thar have been appealed a second time.

Queue - A listing of claimy that have been assigned to an Adjudicator or Consumer
fdvocate for processing.

Tips and Notes
Remember the points below when paying a claim:

¢ First review the Clam details, taking note of the current claim status and
other supplemental imtormation.

*  The svstem will only allow you to adjudicate a claim if the claim is
complete without any deficiencies. To determine a claims deficiencies
vou can sclect view claim deficiencies in the *1 would like to:” section.

¢  The system mav make a payment recommendation amount. This may
assist you by offering an initial analysis.
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r Payment Decision

Procedures

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
the “Adjudicate Claims: Your assigned claims’ page select the Mailing Receipt
number of the claim yvou want to adjudicate or click Retrieve Next Claim to
retrieve the next claim in the queue. The Claim Details for the selected claim are
displayed.

b In the “1 would like to:” selection box, choose Adjudicate Claim. The
Adjudication: Pay/Deny window opens. Sections displaving claim information

along with other suppoerting data are displayed.

9 In the Decision section. chick Pay to pay the claim.

r oo Mailer: AIDAN SALTER
9803 WATER FOWL DR
ARLINGTON, VA 22093

o Addressee: PAYMENT HANDLED
Pay < BY F OREIGN POSTAL
ADMINISTRATION

indempiy &0 i1

- Fostage &0 ol

i Deny
7 Close
Comment s
10. Enter the indemaity amount, postage amount and any necessary comments.
1. Chick Preview Decision.
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international Claim Payment Only

® The UJS/Foreign Liability page will be shown.

Us/Foreign Liabiiity

Liabdity  United States v

Reasons for US Liability

(Add - (Lefme: )

- Reasons for FA Liability

Case #: E729083443U5 (2855)

< Back

® Select the liability 1ype and the reasons for liability that apply to this claim.

Freview decision . Gar

12 You will be presented with page to a summary of your claim payment

mlorsxtion Sclect Yes, submit decision.

13 You will be asked 1f vou would like to send corespondence. Sclect Yes, send
correspondence.

14 Ihe Adpdicaton: Send Correspondence window opens.

15 Select the recipient of the correspondence.

16. Select the template that you want to use for your correspondence. For

exanmple, if you are paywng a clmm. select the Claim Paid template. Default text s

added to the messape.

17 Add any additional 1ext to the personalize message field.
18 Chlick Preview Currespondence,
19 Click Submit this letter
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Practices

™+ 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.

Practice Data

From the lefl navigation menu, click Manage Claims.

Steps
1. Access the Adjudicate
Claims function.
2. Choose Select Claim.
3. Access the clain Lo
adjudicate
4. Chiek Adjudicate.
|l 8 f:nter the Pay details
[ e
i 6 Presiew the decision

Submut the decision

JE—

Under the Manage Claims oplion, click My
Adjudication Queue. The claims assigned to the
currently fogged in adjudicator appear,

Choose a claim frem the list or select retrieve next
claim.

Under “ would like 10:7 click Adjudicate this claim.
The Adjudication: Pay/Deny window opens.

Chick Pay. and enter the payment amount & postage.
. ! 8 pay p g

'
|
+

+ Click Preview Decisien. You will see a hsting of your
payment details,

U Note: If this 1s an international claim you witl be

“shown a US/Forcign Liability page. Make the

appropriate selections and click Preview Precision.

(lick Yes, submit decision
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This function pertains to foreign claims 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 settlement request or receives a
request for payment on a claim.

Objectives
This section provides information about the topics below:
¢ How 1o view a seitlement

¢ How to mmitiate a settlement request

Discussion: When to manage a settlement

There may be times when a settlement to a foreign administration was made 1n
error. The system allows users to cancel settiement requests prior to formal
clectronic delivery. There is also the capability of creating a new settlement
request ¢ither in place of a canceled request to add an additional settlement
amount.

When to Use

This can be used when vou need to see any settlements that have been initiated for
aclaim.  can also be used to cancel a settlement, as well as, create a new
scttlement.
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Tips and Notes

¢ Settiements can be of type receivable or payment. Depending on if the
decision 1s to obtain funds or pay funds to a foreign administration.

Procedures

< To view & create a settlement
1. From lefl navigation menu. search for an international claim.
2 Select the Article Number te navigate to the Claim Details.

3 Under 1 would like to:™" select manage foretgn settlements. The Foreign
Sctifement page will show any previous settlements  (See example page below)

Foreign Settlement Case #: 842727567 (2855)

spiaying 1 of 1 Search Resulls

|Country [SDR Amount Current Status Status As Of

ok i INDIA 81 36 Created By CICRS Auto-Adjudication 0772772006
Fage 14
< Back Add new settlernent request | Ge> -
4 (I a previous settlement 1s shown) Under Settlement Type, seiect Receivable

{or Payable) 1o reven) detils of the seftlement.

5. To create another settlement click Add new settlement request. The Foreign
Settlement details page appears.
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Foreigh Settlement Case ¥: 842727567 (2855)

Foreign Postal Administration,  —- . T B R v

Settlernent Type. (3 Payment O Receivable

Payment Type (@ Pnmary (O First Appeal O Second Appeal

Special Drawing Rights 0 oD

Rermarks o T ,x}
< Bach Submit settiement request  Ge>
0. Enter the correct entnies and click Submit settlement request. The settlement

history will be shown.



Practices

= Practice: How to create a new settiement request

A Your instructor will provide you with the Case or Article number of the
claim you will be creating a settlement on.

Steps

t. Retneve the claim.

2. Rewiew the setttement
history

5

D3 Enter settlement data,

o Create the setibement

L TUUest

Practice Data

From the left navigation menu, ctick Search Claim.
Under Search Claim, click Article {or Case) Search.
Enter the number provided by your instructor. Click
the Article Number te open the claim.

“From the Claim Details page, under “1 would like to:”
select the manage foreign settlements.

B Click the Add new setttement request. The

settlement entry form will appear.

Enter the settlernent information for the clann and click
Submit setilement request. The seitlement history
page witl be shown
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Authorized Users have the ability to deny a claim when there is insufficient
evidence to support a claim payment.

Objectives
This section provides information about the topic below:
¢+  When Claims Showd be Denied

¢+ How to Deny a Claim

Discussion: How to Deny a Claim

The abslity to pay a claim is reserved for certain authorized users. The users have
access the next claim m the queue or the next claim that has been assigned to him
or her and pay or deny that claim.

When to Use

Authorized users may be assigned specific claims or they may simply retrieve the
next claimn the queue. 1ts then the responsibility of the user to access these
clatms and take further action. One possible action 1s to deny the claim.
Authorized users will deny a claim when there 1s insufficient evidence to support
a claim payment. Some examples mclude:

¢ A claim whose only articte was non-mailable matter.
¢ Insufficient evidence of value supplied by the customer.

# The claim imvolves fraud.
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ﬁi Definitions

Adjudicator — USPS employee who makes pay and deny decisions on claims.

Consumer Advocate — A USPS representative that makes the final pay decision for
claim that have been appealed a second time.

Queue — A listing of claims that have been assigned to an Adjudicator or Consumer
Advocate for processing.

Tips and Notes
Remember the points below when vou deny a claim:
¢ Review any associated rmages with the claim to vahidate the deny decision.

¢ Check the claims status mistory or the claim details screen to determine the
current state of a claim.

¢ Review any previous correspondence.

¢ For complete loss claims, check the delivery information.

Procedures

< Todeny a claim

1. From the ‘] would hke to” menu, Select Change this claim’s status. Click
on ‘Take desired acuon’, Go button. Navigate to the Update Claim Status
Page.

2. Under the Update Claim Status Page, select Adjudication — Manual
Adjudication. nter a reason for the manual adjudication. Click the

Update claim status, Go button. Navigate to the Confirmation page.

(]

Click Go to claim details. Go button. Navigate to the claim details. From
the ‘I would like to” menu, Select Adjudicate this claim. Click the Go
button. Navigate 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 US/Foreign 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, Ge button. Navigate to the
Adjudication Confirmation page.

7. Click the No, return to claim details, Go button. Navigate to the Claim

Details page.

8. Scroll down to the Status Information section and verify that CCRS
status 15 dented.

Practices

Practice: How to deny a claim

' The claims that you will deny in this exercise will be entered inta the
system before class. Your instructor will provide you with the Mailing

Receipt Number number of the claim you will deny.

Steps
1) Access the Adjudhcaie
(Clayms function

2 Change the ¢lann’s status

3 Adjudicate the claim

5. Denv the claim.

[N P G U

button Navigate to the Update Claim Status Page.

—

Practice Data

From the *1 would hike to” menu, Select Change this
¢laim’s status. Click on “Take desired action”, Go

Under the Update Clazm Status Page, select
Adjudication — Manual Adjudication. Enter a reason
for the manual adjudication. Click the Update claim
status. (o button. Navigate to the Confinmation page.

Chick Gio to claim details, Go button. Navigate to the
vlarm details. From the *1 would like 10’ menu, Select
Adjudicate this ctaim. Click the Go button. Navigate

Seroll down to the Payment Deciston and select Deny.
CTick the Preview Decision, Go button. Navigate to

the US/Foreign Liability page.
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Steps

6. Review the claim status.

Practice Data

Review liability information. Click the Preview
Decision, Go button. Navigate to the Decision review

page.
Click on the Yes, submit decision, Go button.
Navigate to the Adjudication Confirmation page.
Click the No, return to claim details, Go button.
{ Navigate to the Claim Details page.

Scroll down to the Status Information section and
vertfy that CCRS status is denied

“ Result
It vou perform the practices correctly, then the result will be similar to the image
below:
Mpp—"
%;EP%VTE%. Customer Inquiry and Claims Response System (CICRS} ]

N © o gaaw

SYsTEM ALAIS TRATOR

= ! oeter tew Claim

¥ Sparch for Claim
¢ parce Search
* (am O Search
* Caws Humpat Search
* Custome: Searcr
* Theck Humbet Searzr

¢ cagext Pendng Cuims

&

ELIRIITD R e F O P

Case # 791831116 (2855)

Adjudication Confirmation

Your decision has been processed.

Would you like to send cotrespondence for this claim?

Yes, send camescondence  fax

WO relum o clas detarls G

This status is from the Claim Detalls page in the Status Information
section.
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Status Information
CCRS: Denied - ASC Adjudication
Delivery None
Onhne. None

Additional Information

¢ Claims may be demcd for a variety of reasons, including the following:
e The material bemng mailed was not mailable.
¢ The claim has previously been paid.

s There was insufficient or no proof of damage, insurance, loss, signature, or
value.

»  Delivery of the article was confirmed.
e ‘The addressee was paid.

»  The material was fuund at the Mail Recovery 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.

Objectives
This section provides information about the topics below:

¢ How to Close a Claim

Discussion: How to Close a Claim

Only authorized users have the ability to close a claim. A claim may be closed
when it is determined that no further action should be taken on a claim. For
example, an adjudicator may determine that a queued claim, based on a receivable
state, requires no further action. Or, 2 customer may wish to retract a claim, in
which case the clatm would be closed.

When to Use

This can be used when the clanm needs no further action or should be closed as the
result of imactivity.

Tips and Notes
e Ifaclosed claim is appealed, it will be re-opened.

+ Closing a claim will remove it from the adjudication queue.
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Procedures

e Toclose aclaim

1 Search for the record for which you have previously entered.

to

From the ‘1 would like to’ menu, select Change this Claim’s Status.

Click on ‘Take desired action’, Go button. Navigate to the Update Claim

Status Page

3. Under the Update Claim Status menu, select Close. Add a reason for
closing the claim in the text box. Navigate to the Confirmation Page.

4 Click the Go brtton. Navigate to the Claim detatls Page.

CA

On the Claun Details page, Look at the Status Information Section and

look at CCRS Status should now be closed.

Practices

“* Practice: How to close a claim

" Your instructor will provide you with the Mailing Receipt Number number
of the claim your will be closing.

Steps

Retrieve the cluim 1o close

Adjudicate the clim

Close the claim.

Practice Data

: Scarch for a claim using the Mailing Receipt Number

|
t
|

provided by your instructor. Click the Mailing Receipt
Number to open the claim.

" Jrom the Claim Details pra;;\ scroll down to the °1

would Like to’ menu and select Change this claim’s

| status. Navigates to the Update Claim Status page.

Select Closed and enter a reason. Navigates (o the

| Confirmation Page. Click the Go button. Navigale 1o

l the Claim Details Page.
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Steps Practice Data
4. Review the Claim Status. On the Claim Details go to the Status Infermation
section, look at CCRS. The status should now be
L ) closed. N
= Result
If you perform the practices correctly, the result will be similar to the message
below:

Status Information
CCRE Closed
Delwery NCTICE LEFT
Online  HMHane
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Authorized users have the ability to produce a correspondence file for records that
require customer correspondence.

Objectives

This section provides information about the topics below:
+ When to Send a Correspondence

¢+ How 10 Send @ Correspondence

¢ (anceling a Correspondence

Discussion: How to Send a Correspondence

Authonized users can send o correspondence to USPS customers. This
correspondence corresponds to a specific claim. The reasen for the
correspondence will vary from requesting additional information from a customer
to inforrmng a customer that a claim was paid.

When to Use

Authorized users can gencrate correspondence for a particular claim in order to
inform a customer of the claim’s status. For example, you may want to inform the
customer that a claim has been paid or you may need to contact a customer to
inform them that they need 1o 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 references 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 wiil be prompted to create correspondence or submit the
decision without generating correspondence.

¢ Previous correspondence can be viewed using the View Correspondence link.
Keep tn mind that correspondence may have been generated automatically by
the overnight processing.

Procedures

< Tosenda correspondence

1. Use the Search function 1o retrieve that claim for which you want to
generate correspondence

t

From the Supplemental Information section on the Claim Details page,
click Correspondence link. Navigates to the Correspondence History
Page

J

3. Chek on Send a New Letter. Go button. Navigates to the Send
Correspondence Page.

4. Select the appropriate reapient (mailer or addressee).

LA

Select the template ot the letter you would like to send.
6. Click onappend the matier or addressee information, Go button.

7. Click the Preview Correspondence, Geo button. Navigate o the
Correspondence Detals Page.

8  Click the Submit this letter, Go button. Navigate to the Correspondence
History Page. A record of this correspondence is added to the Claim
Caorrespondence History.
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9. Chck Baek button. Navigaie to the Claim Details Page. In the Supplemental

Information Section, verify that Correspondence now reflects the tetter that you

sent.

Practices

Practice: How to create a correspondence

Steps

Practice Data

1. Search for the claim for which you want (o

create a C('ﬂ'Tt‘Spﬂl‘!dCHCC.

From the menuy, click Search for Claim.
Chek Customer Search and enter your
last name in the [ast name field. Click
the Mailing Reccipt Number link to
access the Claim Details,

L)

Access the Create o Corresnondence
function

On the Claim Details page. scroll down
to the Supplemental Information section.
Under Supplemental Information, click
the Comrespondence hnk. Navigates 1o
the Correspondence History Page.

ko)

Create o Correspandence.

{'hick on Send a2 New Letter, Go bution.
Navigates to the Send Correspondence
Page.

Sclect the appropriate recipient (mailer or
addressee).

Stlect the template of the letter you
would like 1o send.

Click on append the mailer or addressee
miormaiion. Go button.

Click the Preview Correspondence, Go
button. Navigate to the Comespondence
Details Page.

('Tick the Submit this letter, Go button.
Navigate to the Comespondence History
Page. A record of tus correspondence 1s
added to the Claun Correspondence
History.
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= Result
If you perform the practices correctly, the result will look similar to the screen
below:

Correspondence Htstory Case #: E72905 (2855}

Disploying 1 of 1 Search Results

Defioent - Arocke Besonotion Required Water CRSH{

Page 1

< Bach Send a new lefler  Gas
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Discussion: How to Cancel a
Correspondence

Authorized users can cancel a correspondence to USPS customers. Users can
cancel a correspondence after 1t is generated and before the letier is sent.

When to Use

Authorized users can cancel a correspondence for a particular claim in order 1o 1f
there has been a mistake made or the information requested has been received
before the letter 1s sent.

Tips and Notes
Remember the poinis below when you cancel a correspondence:

o Cancehing a correspondence will result in a letter not being sent..

Procedures

To send a correspondence

| Use the Search function 1o retrieve the previous claim you used for
creating correspondence.

]

From the Supplemental Information section on the Clanm Details page.
chick Correspondence link. Navigates to the Correspondence History
Page.

3. Chek on correspondence title link. Navigates to the Correspondence
Dietatls Page

4. Chek the Cancel this fetter, Go button. Navigates to the Correspondence
History Page.

5. Click Back button Navigate to the Claim Details Page. In the

Supplemental intormation Section, verify that Correspondence does not
have a letter utle.
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Practices

= Practice: How to cancel a correspondence

Steps Practice Data
1. Search for the previous claim that you From the menu, click Search for Claim,
used for ercaling correspondence. Click Customer Search and enter your

last name in the last name field. Click
the Mailing Receipt Number link to
access the Claim Details.

—

2. Access the Comrespondence On the Claim Details page, scroll down

to the Supplemental Information section.
Under Supplemental Information, click
the Correspondence link. Navigates to
the Correspondence History Page.

i Cancel g Comespondence. Click om comrespondence title. Navigates
to the Comrespondence Details Page.

Click the Cancel this letter, Go button.
Navigates to the Correspondence History
Pape.

Click Back button. Navigate to the Claim
Details Page. In the Supplemental
Information Section, verify that
Correspondence does not have a letter

( utle

- Result

If you perform the practices correctly, the result will look similar 1o the screen
below:

Supplemental tnformation
Correspondence Hone
Check Humber Hone
Recens Ilote MHone
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Authorized 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
following payment of a claim.

The system will queue a claim to an authonzed user when PTS indicates that the
package was delivered after the claim was paid. The pay tolerance amount 1s used
as a threshold for queuing to the authorized user.

The authorized user can then review the claim and determine if a claim receivable
1$ warranted.

Objectives
This section provides information about the topics below:
¢+ Whento Create a Claim Receivable

+ How to Create a Claim Recevable

Discussion; How to Create a Claim
Receivable

To create a claim receivable function from the Check Number link in the
Supplemental Section of the Claim Details page.

When to Use

An authorized user can create a Claim Receivable, in order to retrieve funds that
were paid on a claim. This iay be necessary when a package was delivered
following payment of a claim.
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Definitions

Receivabte Tolerance — The amount at which the system will queue a claim to a user if
a delivery event is determined.

Tips and Notes

Remember the points below when you create a claim receivable:

¢

Review the claim details and check status history to determine the amount
previously paid.

The total receivable amount shown is the total of checks issued for a claim.

The system will use the claim status history to track the Oracle Receivable
process,

The link to creating a receivable is only available if a claim has been certified.

At the end of each day, CCRS collects the receivable requests and sends them
to the Oracle Recervable system.

Procedures

To create a claim receivable

. Search for the record for which you want to create a claim recetvable.

2 On the Claim Details page. scroll down to the Supplemental Information
section,

Cad

Ctick on the Check Number link. The link navigates to the Check History
page.

4. Click on the Check Link. The link navigates to the Check Details page.

S, (Click on the Create a receivable for this check, Go button.
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6. Enter the receivable amount,

7. Click Create Receivable. The page navigates to the Confirmation page

and reads ‘The receivable has been created.”

Practices
"= Practice: How to create a claim receivable
# You will create a claim receivable for the claim that you adjudicated and
successfully paid in an earlier exercise. Your instructor will provide the
individual Mailing Receipt Number again.
Steps Practice Data
I Search for a paid clann that Use the Search function to locate that claim for which
has been certitied 1n veder te | you will create a claim receivable.
create areceivable,
I Openthe clam. Click the hyperhink of the Matling Receipt Number
provided by vour instructor to open the Claim Details
window
i Create the Recervabte From the Clanm Details window, scroll down to the
Supplemental Information section. Chck Check
Nunther ink and then click on the Check Link. Click
on the Create a recevable for this check, Go button.
4 View Lhe cliim’s Status From the Claim Detanls window, look at the Status
History 10 see that the Information The most recent CCRS status should
| recetvable request was made | oread “Receivable Request Created'.
=+ Resuit

if you perform the practices correctly. the result will be similar to the screen
below:

— Status Information
CRS  Recerable Reqguest Created
Delieey Hone
Onkine  Tlone
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The Commercial Check Tracking (CCT) system collects check status information
for checks 1ssued by the check processing system. These checks may be returned
by the customer or reported as cashed or stale-dated by the bank. The CCT system
provides the CCRS with check status information for checks issued on a claim.
CCRS enables specific user groups to change the check status of Paid records.

Objectives
This section provides information about the topics below:
¢  When lo Change the Status of an Issued Cheek

+ How o Change the Status of an Issued Check

Discussion: How to Change the Status of an
Issued Check

Authorized Users may change the status of a check depending on its current state.
For example:

¢ Anoutstandmg check can be canceled.
o A check can be voided prior to certification.
¢ A stop payment can be requested on 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.

¢ A re-mail of an existing cheek can also be requested.
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When to Use

Authorized Users can generate the Stop status, generate another check by re-
mailing the existing check, and cancel a check. Users can generate the Stop status
if a package ts recovered and delivered to the USPS customer, and the payment 1s
no longer required. If the check was not successfully delivered to the payee, the
address may be updated and check re-1ssued.

Definitions

Pavee - The person toc whom the check is written.

Tips and Notes
Remember the points below when vou change the status of an issued check:

¢  The authorized user can make multiple requests to change the status of a
check. The requests are sent 1o CUTS in the order they were submitted. CCRS
will prevent users from making the same request consecutively.

¢  CCRS users cannot change the status of a check to “tssued.”

¢ Such changes to check status are not set automatically; that 1s, status updates
can only be made wpon instigation by the ASC Certification of Payment
grotp.

¢ Atthe end of the business day. check requests are sent to CCTS for
processing.

¢  When issuing a Stop (re-tnaid) or a re-mail, the system will resend send the
payee’s address to CCTS. 1t iv important to make sure this address is
corrected i the claim (reter to Section 5 How to Update an Existing Claim).
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Procedures

S To change the status of an issued check

B

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 Information
scetion.

3. Under Supplemental Information, click Check Number link. Navigaies to
the Check History page.

4 Chcek on the check number. Navigates to the Check Details page.

5. Click on the Update Check Status, Go button. Navigate to the Request
Check Status Update page.

6 Select the requested status. add any necessary notes, and click Submit
check status change, Go button. Navigate to the Check History page.,
and the new status 18 indicated.

Practices

= Practice: How to change the status of an issued check

+ Your instructor will provide you with the Mailing Receipt Number you will

be using for this exercise.

Steps Practice Data
1 Search tor the clam for Use the Search function te locate that claim for which
which vou want 1o chanyge vou will change the status of an tssued check. Enter
the check status the Malhng Receipt Number, as provided by your
mstructor.
' Open the clanm CTlick the Mailing Receipt Number hyperlink to open
| the Claim Details window.
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J‘ps‘

Practice Data

Access the Change Status
function.

From the Claim Details window, scroll down to the
Supplemental Information section. Click Check
Number link.

Change the status of the
1ssued check.

From the Check History page, click on the check
number listed.

From the Check Details Pages, Click on the Update
Check Status, Go button.

Select the requested status, add any necessary notes,
and click Submit check status change, Go button.

Venfy that the status was
updated.

After clicking Submit, you are returned to the Check
History page. Ensure that the status 1s updated to
Request Cancel.

-+ Result

Check History

It you perform the practices correctly, then the result will be similar to the screen

below;

Displaying 1 of 1 Search Results

Check Ho.

Page 1

- Back

Case #: 3843234 (2855}

Request | YEs

“amoint | Check Type
z tCance!

07 1372304 52530
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The Mail Recovery Center group has access to all claims in the database. All
authonized MRC personnel shall have the same authonty level. This group has the
ability to update a previously entered claim to indicate the current status of the
articte. Through entry in the claim database, members of the MRC group can also
add the article located at the MRC site to the database even if there 1s not an
exishing clam.

Objectives
This section provides information about the topics below:
¢ When a User Will Need to Enter Package Information

¢ How to Enter Package Information

Discussion: How to Enter Package
Information

Some packages may ultimately be shipped to the Mail Recovery Center. Members
of the Mail Recovery Center group are able to use the CCRS to search for a
specific package using the package’s Mailing Receipt Number. The status of the
package can then be updated.

When to Use

Members of the MRC group can use the Enter Package function to update a claim
with the following information:

¢ A package s atthe MRC sne
+ A package has been disposed
+ A package has been returned to the customer

¢+ The package contains non-mailabte matter
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ﬁﬁ Definitions

Mail Recovery Center - When packages are lost, carriers will route them to the
MRC for processing.

Tips and Notes
Remember the points helow when yvou enter package information:

+ The process of entering a package not only heips the MRC identtfy the
tocation of the package, it also helps the ASC make the correct payment
decisions,

¢+  When entering @ Matling Receipt Number, the system will inform the MRC
user if there is a claim on file in CCRS.

Procedures

< To enter package information

I From the left navigation menu, chek Search for MRC Article link.
Navigate to the Package P1C Search page.

2

Iinter the Mailing Recept Number for the package that you want to
update.

3. Click the Search for P1C, Go button. Navigate to the Package
[Yescription page.

4. Update the Date. Time. MRC Zip Code, Disposal Status, and or Contains

non-matlable matter ficlds, as pecessary.

5. Chick Submit. You will receive a message indicating that the package
has been successfully submitted.
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Practices

= Practice: How to enter package information

#* Your instructor will provide you with the Mailing Receipt Number you will
be using for this exercise.

Steps Practice Data
! Access the Enter Package From the left navigation menu, click Search for MRC
function Article link. Navigate to the Package PIC Scarch page.

7 Search for the package you Enter the Mailing Rece?pt Number fqr the packag; you

want o update. want to update, as provided by your anstructor. Click
Search for PIC, Go bulton. Navigate to the Package
Description page.

3. bipdate the package Update the package information, as necessary. Click
informanon Submit. You will receive a message indicating that the
package has been successfully submitted.

=+ Result

If you pertorm the practices correctly. then the result will be similar 1o the screen
helow:

P POSUM;ELD;H“MTE&‘ Customer Inquiry and Claims Response Svﬂerq (CICRS) |

- N e

MR BEOTR TO NEORMATIY Pratprantes | FAGs Lozt ] 4

O Garch for Claim The brégk_ag;e has been suéééééfﬁty submitted.

s rucke Sesrch Contnue

® Cuslomer $earch

* Check Humber Search

¥ itemet Page Testin
q g

s Search for MR Article
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USPS employees in the Inspection Services group can enter new investigative
cases into the CCRS svstem. Cases are created to represent logical groupings of
Mailing Receipt Numbers for which the Inspection Service has an interest.

Objectives
his section provides information about the topics below:
e Whento Create a New Case File

o llow ter Create a New Case File

Discussion: How to Create a New Case File

Members ol the Inspection Services group can enter new investigative cases into
CICRS by using the Inspection Services function.

When to Use

Postal inspectors may wish to momitor claims or claim patterns that appear to be
suspretous or fraudulent. In these cases, members of the Inspection Services
group may enter investigative cases. These cases will reference specific Mailing
Receipt Numbers. CORS monitors these cases and will route claims 1o an
awthorized user that have Matding Receipt Numbers matching an investigative
case. This process allows the authorized user to carefully review any claims and
offer an opportunity to discuss the claim with an Inspector.
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Definitions

Investigative Case — A reference to an Inspection Service case, opened to investigate
whether fraud has been commitied.

Inspection Service ~ Known as the Office of the Inspector General, responsible for
investigating mail fraud.

Case Number — A reference number the inspector uses to manage a fraud issue.

Division — The Office of Inspector General is divided inte regional areas that are called
divisions.

Tips and Notes
Remember the points below when you create a new case file:

+ Refore enter an investigative case, Inspectors should first search CICRS for
the presence of an existing claim.

¢ Inspectors can search for claims to support a fraud investigation.

o Inspectors can update an existing case file, adding and removing Mailing
Receipt Number.

Procedures

To create a new case file

1. From the lefi navigation menu, click Manage Iaspection Cases.

(]

From the opuions under Manage Inspection Cases, click Enter New Case.
Navigates to the Investigative Case Details page.

Enter the Case 1D, Case Date, Division Number, Case Details, and
Inspector Phone Number.

)

4. Chck Submit. The new case 1s added to the system.
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Practices

= Practice: How to create a new case file
-
Steps Practice Data
1. Access the Enter New Case | From the left navigation menu, click Manage
funcuon. Inspection Cases. Under Manage Inspection Cases,
click Enter New Case. Navigates to the Investigative
Details Page.
2. Enter the case details. Enter the following information:
e For Case 1D, enter your CaseXX (where XX is your
user [DY.
» For Case Dale, enter 1oday’s date
o For Dhvision, enter your user iD.
+ For Case Details, enter Test Investigate Case.
e For Inspector Phone, enter your phone number.
3 Submit the new Chck Submit. The new mvestigate case is cnlered into
v estigatiy e case inoe the systern and you receive a confirmation message.
CURS.
™ Result
I you perform the practices correctly, then the result will be similar to the screen
below:
vy '
%SITIAEF%ESE. Customers Inquiry and Claims Response System [CIFRSIJ‘
PO " o +
INSPECTOR ] RYGTRICTES NS CpaTion treteecres §PLlg [ Legaw | &
¥ Search for Claim {nvesfjgatjve Case
W Manage taspection Cases  The investigative case was successfully entered.
®oIcter el Cast
® Tayonlate P [ ~ Conbinus Edibng Casa ]

P intemet Page Testing
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Once an investigative case file exists in CCRS, members of the Inspection
Services group can update the file.

Also note that other authorized users have the ability to review investigative cases.

Objectives

This section provides information about the topics below:

*

¢

When to Update a Case tile

How toe Update a Case File

How to Add a Product [dentification Code
How o Remove a Product [dentification Code

How to Review Existing Investigative Cases (Adjudicators and Payment
Certifiers)

Discussion: How to Update a Case File

Members of the Inspection Services group can use the Update Case function to
cdit the details of an existing investigative case file.

When to Use

The Inspection Services group may need to update existing case files when
additional Mailing Receipt Numbers need to be added or removed.
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ﬁa Definitions

Investigative Case — A reference io an Inspection Service case, opened fo investigate
whether fraud has been commirtted.

Inspection Service — Known as the Office of the Inspector General, responsible for
investigaring mail fraud.

Case Number — A reference number the inspector uses to manage a frand issue.

Division — The Office of Inspector General is divided into regional areas that are called
divisions.

Tips and Notes
Remember the points below when you update a case file:

+ Note that members of the inspections Services group can also add new
Mailing Receipt Numbers and remove selected Mailing Receipt Numbers
tfrom the Update Case function

Procedures

S To update a case file

1. From the left navigation menu, click Manage Inspection Cases.

2 From the options under Manage Inspection Cases click Search Case/PIC.
Navigates to the Search page.
3. Enter the Case Number or the Product Identification Cede.

4. Click Search. Navigates to the Invesugate Case Details page.

vy

Update the necessary information.

6. Click Submit. You receive a confirmation message that the investigative
case was updated
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Discussion: How to Add/Review a Mailing
Receipt Number

Members of the Inspection Service group can add Mailing Receipt Numbers to
investigative cases regardless of whether a claim has been filed for the Mailing
Receipt Number, During the automated pay decision process, the Mailing Receipt
Numbers that have been added to an investigative case are sent to Adjudication.

When to Use

Add a new Mailing Receipt Number to an investigative case if you want an
authorized user to review the case before it is paid. Note that a Mailing Receipt
Number ¢an be entered even il a claim has not been filed for it. In some cases, an
mspector may realize a pattern of fraud (e.g., a customer has submitted frequent
claims) In this case, an inspector may want to enter a Mailing Receipt Number
cven before a claim is submitied. 1f 4 claim is submitted for this Mailing Receipt
Number, the inspector is made aware of it and can proceed accordingly.

Tips and Notes
Remember the points below when you add a Mailing Receipt Number:

¢ Note that a Mailing Receipt Number can be added to an investigative case
even if a claim has not yet been filed for tt.

+ A Mailing Receipt Number can be assigned to only one investigative case.

¢ You must enter both the Mailing Receipt Number and originating zip code to
add a Maihng Receipt Number.
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Procedures

S To add a Mailing Receipt Number

1. From the left navigation menu, click Manage Inspection Cases.

2. From the options under Manage Inspection Cases, click Search Case/PIC.
Navigates to the Search page.

3. Depending on how you will search for the case, enter cither the case id or the
Matling Receipt Number.

4. Click Search Mavigates to the Investigative Case Details page.

5. Chek Add New PIC. Navigates to the Investigative Cases page.

6. Fmter the Mailing Receipt Number and the originating zip code.

7. Chick Add PIC to case kst The Mailing Receipt Number is added to the
investigative case,

Practices

=+ Practice: How to add a Mailing Receipt Number

# For this exercise, you will add a Mailing Receipt Number to the case you

created in a previous exercise.

Steps Practice Data

I.  Access the EInspection From the leil navigation menu, click Manage
Services function Inspection Cases. Under Manage Inspection Cases

chick Search Case/PIC. Navigates to the Investigative
Case - Inter Search Criteria page.

I Search for the case for Enter the case number you entered (CaseX X, where
which you want & enter a XX 15 vour user 1D) in the Case Number field. Chek
new M-auimg Receipt Search. Navigates to the Investigative Case Detls
Numbet page for the case you want to update.

3. Access the Add New (hek Add PIC. Navigate o the Investigative Case
Mailing Recerpt Number Details Page.
feature.
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Steps

Practice Data

4.

Enter the new Matling
Receipt Number.

Enter the new Mailing Receipt Number and the
onginating zip code. Click Add PIC (o case hst, Go
button. The Mailing Receipt Number is added to the
investigative case.
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= Result
If you perform the practices correctly, then the result will be similar to the screen
below:
UNITED STATES 4
POSTAL SERVICE « Customer Inquiry and Claims Response System {C!CR::?;
- e
INSPECTOR PSSR TED 5HFCR|11_‘:*C-'I S e I a8 {'_‘jf__i;
P Search for Clain Investigative Case Details
¥ Manage inspecrion Cases ' Case D 72506
: ‘i 7!_“7 ' Case Date [:]afy ’s;_ 24 v 2906}:
¥ intermet Page Testing " Dwson hunoer (44444 L
{ase Detais i’;;:”:‘—’f
|
| %
I .
sosctor Dhere - [555 5555558

I R -7 i b0 27208

[((AddNzePIC || FemoveSelected PICs |
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Discussion: How to Remove a Mailing
Receipt Number

Members of the Inspection Services group can remove existing Mailing Receipt
Numbers from investigative cases if they no longer require the attention of
authonzed users.

When to Use

Members of the Inspection Services group should remove Mailing Receipt
Numbers from investigative cases if they are found to no longer require the
attentbion of an authonzed user.

Tips and Notes
Remember the points below when you remove a Maiting Receipt Number:

s Removing a Mailing Keceipt Number will prevent CCRS {rom routing any
related claims to an authortzed user.

Procedures

To remove a Mailing Receipt Number
1. From the left navigation menu, click Manage Inspection Cases.

2 From the options under Manage Inspection Cases, click Search Case/PIC.
Navigates to the Search page.

)

Fnter the case id or the Maling Receipt Number that you want to update.
4. Click Search. Navigates to the Investigative Case Details page.

5 Activate the checkbox for the Mailing Receipt Number you want to
remove from the case.
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6. Click Remove Selected PICs. The selected Mailing Receipt Number is removed
from the case,

Practices

= Practice: How to remove a Mailing Receipt Number

2" For this exercise, you will remove the Mailing Receipt Number you

entered in the last exercise.

Steps Practice Data
F Access the Inspection From the fefl navigation menu, click Manage
Services function. Inspection Cases. From the options under Manage

tnspection Cases, click Search Case/PIC. Navigates to
the Search page.

r_3 Search for the case for Enter the case number you entered (your user iD) n
which you want 1o remove a the Case 1D field. Click Search. Navigates to the
Masling Recept Number. Investigative Case Details Page.

3 Seledt the Maihng Reeeipn Activate the checkbox for the Mailing Recetpt Number
Number vou want 1o you want to remove.
remose

4 Remove the Muahing (lick Remove Sclected PICs. The Mailing Receipt
Recvipt Number Nuraber 18 remoned from the investigative case.
= Resuit
If vou perform the practices correctly, the result will be similar to the screen
helow:
o [ L
%‘;g?g%( Customer Inquiry and Claims Response System (CICHSI’[
- . . ki - WPl i
INSPECTOR BELTRLL TR D et Iy Srgferer gt | Fazs | Loget | Anel!
¥ Search for Claim !nvesuganve case
¥ tanage inspecton Cases  The selected PIC{s) has/have been successfully removed from the
B tiey iass investigative case.
* feaomTage
| lonunueEdmngtass |

¥ lrernet Fage Testing



The Certification of Payments function 1s available to members of the payment
certifiers group. The process allows the certifier sufficient access to claims so that
a claim can be viewed for accuracy and then certified or voided before the
Certification of Paymnent is created.

Objectives
This sectton provides mformatron about the topics below:
o (‘onsiderations when Cerufving Payments

¢ How o Certify Payment

Discussion: How to Certify Payments

Certifters can use this funchion to generate and view a list of paid and canceled
claims. This function cun also be used to certify or void claims.

When to Use

Certiliers should use this function to review specific information related to a
clamm, and then use the mformation to void or certify the claim. A certification
hist s forwarded to APARS indicating that checks for the certified claims may be
ssued
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Definitions

Certify — The process by which a payment certifier reviews paid claims and alerts
APARS that the checks for the claims may be issued.

Tips and Notes
Remember the points below when you certify payments:

¢ The report shows paid claims that have a check issued by APARS but not yet
sent to the customer.

¢ [ a certifier determines that a check should be voided, a void record 1s sent for
that claim in an overnight data feed.

o nce the payments have been centified for the day claims, which have not
heen voided, will have their status set to Certified. This can be seen in the
claim status history.

+ UJse the links in the certification summary to view claim details for a particular
record.

+ Click Certify these Payments to certify the records delineated in the
summary, thereby indicating 10 APARS that the accompanying checks may be
issued.

Procedures

To certify claims from the Certification Summary

. [rom the lett navigation menu. click Certify/Cancel Payments.

(g

Under Certify/Cancel Pavments, click Certification History. Navigates to
the Certification History page.

3. Select the date range to view the certification summary. Chick on the Go
button.

4. (lick on a Check Date tink 10 review certification summary. Navigates to
the Certification Summary page.
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5. Click on the Check status link to review check list. Navigates to the Check
List page.

6. Click Back to return to the Centification Summary.
7. Click Certify these Payments to certify the claims listed m the

Certification Summary. Navigates to the Certification History Page. Verify
that the Related Claims Certified field now reads ‘ves’.

Practices

Practice: How to certify payments

# Claims that are ready to be certified will be preloaded in the database
prior to class.

Steps Practice Data
U Acuess the Pavment From the lcfl navigation menu, chek Certify/Cancel
Certification funciron. Payments. Under Certify/Cancel Payments, click
Certificatton History. Navigates to the certification
History.

2 Select date range of payments | Stlectihe date range to vic_w lhe certification summary.

10 be cerufied Chck on lhc-(io _butlon. Clickona Check Date link 1o
review certificalion summary . Navigates to the
Certification Summary page.

3 Review Checeks to be certified. | Chick on the Check status link 1o review check list.
Navigates to the Check List page.

4 Ceruty claims. {Y our mstructor wil} perform this step, as only one set
of claims in the database is ready to be certified.) Chick
Certify these Pavments (o certify the claims hsted 1n
the Certification Summary. Navigates 10 the
Certification History Page. Verify that the Relaled
Clatms Certified field now reads ‘yes’.




™ Resuit
If you perform the practices correctly, the result will be similar to the screen
below:
“_‘r ¥
,‘;‘3‘2%?5?35%. Customer Inquiry and Claims Response System (CICRS}
e |
PAYMENT CERTIFIER RESUEICTED NFORMATION prefererces | Fas | Lug

¥ Search for Claim
¥ (Cenily Cancel Payments
¢ Cerfoater HSY

¢ roompere Lertthcatons

+ Search for Investigalive

[ ase
o Manrar Clarms
¥ tteme Page Testing

s onpincfion Servite

[hvinions

Certification History

Check Date|Rela%ed Claims Certified?]# of Checks|Total Check Amount
Yes SE

77272005 £8,787 1¢

From J\ll_‘,r TN
Tz |—July

View pew dale range summary ' &a>
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Authorized Users can add notes to a claim. Adding notes can provide a log of
information regarding to a specific claim.

Objectives
This section provides information about the topics below:

¢ How to Add Notes to a Claim

Discussion: How to Add Notes to a Claim

Authorized users have the ability to add notes to a claim. This will help the
suthorized users in making decisions in regards to paying, denying, or closing a
claim.

When to Use

When a decision can not be made or the claim originator decides to call and
inquire about the claim, an authorized user can make notes to the claim. Adding
notes to a claim can be done during and process of the claims cycle.

Tips and Notes
Remember the points below when vou add a note to a ¢laim:

¢ Adding a note to a claim can be done at any point of the claims life cycle.
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Procedures

< To add notes to a claim

Use the Search function to retrieve the previous claim you used for
creating correspondence.

2. From the claim details page. scroll down to the Supplemental
Information section. Click Recent Note link. Navigate to the Claim Note
History page.

3. Chck on the Add new note, Go button. Navigate to the Add note page.

3. Enter information into the text area. For Spell Check. click on the Check
note spelling, Go button.

5. To add note, click the Attach Note to claim, Go button. Navigate to the
Claim Note History Page. Verify that new note is added.

6. Click the Back button, Navigate to the Claim Details page.

Practices

=  practice: How to review invalid claims

¥ Your instructor will provide you with the Mailing Receipt Number of the

invalid claim you will review.

Steps Practice Data
I Search tor a claim o add a Use the Search function to retrieve the previous claim
note. vou used {or creating correspondence.
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Steps

Practice Data

2. Add note.

From the claim details page, scroll down to the
Supplemental Information section. Click Recent
Note link. Navigate to the Claim Note History page.

Click on the Add new note, Go button. Navigate o the
Add note page.

Enter information into the text area. For Spell Check,
click on the Check note spelling, Go button.

Tao add note. chck the Artach Note to claim, Go
button. Navigate 1o the Claim Note History Page.
Venfy that new nole 15 added.

4 Review Note

lick the Back button. Navigate 1o the Claim Details
page. Venfy that a note has been added.

=+ Result

If vou perforn: the practices correctty, the result will be similar to the screen

below:

P] UNITED STATES
POSTAL SERVICE

SesTEM ADRLNISTIE

v orter Hew Claim

¥ Saarch for (laim
T et
a0 Seanny
* ase humpss Drarch
st Death
®  pers liprger Soarcn

* [ grpest Bendng Clams

Ctaim Note History

STEIRG0E
Cire?reQie
TTITI2008
CTETR0E

. Slcl

g

£35H0Y
CREHD
CREHY:

TORS

TR

tr

§15
Detved Proof of dehvery provided Preef of dekvery coniemed
Pendmny

ncompiete - inveidated

Add new nole | &

« FERCTRE N R T IS ST N ol B

Case #: 660006155 {2855}
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Appendix A: Claim Status Descriptions
Paid Status

‘ Starus Description

5 Pending Pajd Pmdmg AJ’ARQ Processing | A user or the CCRS system has indicated the claim is to paid.

! However, a check request has not yet been sent to APARS. This 1s

: step one of the payment process.

17 r— [P —_— .- —_— - - —

\ I’mdmg Pmd Check Requul Sunl to A user ar the CCRS system has indicated the claim is to pad. A
 APARS request has been sent to APARS for creating a check. This is step 2 of
| the payment process.

& Pmdmg P'nd Pmdmg I’d\mun APARS has issued a check for the clalm and it 1s awamng payment

| € :.mhmuon certmcanon Fhls 1s step 3 oflhe paymient process.

P Pavient med The payment has passed the Ccmtlcanon Process. Thls 15 the ﬁnal

! step 01 1h:_ payment process.

i Pendime Pand - First Appeal Pay A user hw: indicated the claim s to pd:d on Ilret appea] However, a

| Lhed\ rnquut has not yu been scn{ to APARS

} - e e —— - ——————
‘ Pendimg Pawd - Sccond Appeal Pay A user has mdtcalcd the claim is to p"ud on second appeal. Howe\cr a
| check  request has not yel becn sent {o APARS

% Pard 1 ocaily Adjudicated A Nield site has paid a claim loc.ﬂly. No!e. nuo additienal payment

| processing m!l take place.

Ad]UdlcatIOH Status

b ratus D(’\( r:pnrm

— JR— . NI - e

Ad]udwanun Ru_mucd( fmim th ¢ 1.um Service type 1s reg:sttrtd and requires funhu review before
a pay-deny aumn is taken.

Adjudication - Claim Service Type 15 The Claim %crvu,e type 15 E\(presq Ma:l Document Reconsirucllon and

Docunw.nt Ruomtmumn requires rurthcr review before a pawdeny aclion is taken

Adjudication - Remittance |nlurm Mon The COLY dﬂiL]L was iound detivered by DCG and the ad(lressw ap
{oreguest made o focal Post Otfice corde matched the debivery zip code. However, no remittance

| intormation was found. A letter was sent to the delivery post office to
i ask for renuttance nformation.

1
i Adjuchcation - Associated with Inspection ! The Clanm Maihng Receipt Number number matched a Mailing
I Servee case file t Recerpt Number found m an Investigative Case File. Requires follow-
i } up \\uh the ()I(J

: \dmdu,.mnn l‘n.:biu. 10 duman InsuTance ‘ The CCRS has determined that a coverage amount s not in lhc system

1 covenige based on fee pand I for the insurance fee indicated on the claim. Check the Fees section in
i
\

1 System Adnunistration.

Adjudication - Non-Mafable Manter Found ¢ The CCRS found mcrthandme that a le:m had mcthandlse with a
calegory nf ‘Non-Mailable Mmu .



Status

Description

Ad}udltdhcn - No l)elncry Zup Codc found
on clalm

Adjudltdll(m Pa\ Folcrance Exceeded

The CCRS could not find a needed delivery z1p code for a claimin
order o make the pay/deny decision.

The (.LRS has determined the claim can be pald HO\\ ever, the
tolerance level to pay the claim without user intervention has been
cxceed

Adjud[nuon (ycnu'al Ad}ud:cduon

The (CRS has found that there is a claim that requires review by an
adjudicator.

| Adjudication - Recewvable Tolerance
l Exceeded

Ad]udlganon D(h\cry ZIP (. Udt. D()eﬁ not
nmtah addrc%sca ap

At!]udn. ation -
| attenhion

System conhgu ration needs

The CCRS has found that a paid complete loss claim has been
delivered. The amount paid for the claim has exceeded the pay
mlerance

The COD anlclc was found delivered by DL() However, Lhe
addressee 2ip code did not maich the delivery zip code.

The (CR"} has determined that the ciaim cannot be processed duc oa
problem with system data. Review the clatm and correct using the
System Admlmstratlon Functions.

Adjudication - Voirded cheek

Adpdication MRC Dehvery Event Not

( onfmmd

During the Payvment Certification Process a Check was \mdcd ic
| cla cl.nm w ll] bc enm to adjudlcatlon for processmg agam

The DL (J } venl Code indicates the article js at the MRC. Howcvcr
the dc!n ery & 7IP Code is not equal to the MRC ZIP Code.

} sl Appeal

! Sunmi Appeal

Demed Status

Slm‘u s

[)un(d ] Irst .»\pp( 1| Dunlnd

I)umd Rcumd r\ppcal l)umd

DLde

P lLkaLLd Dlspmtd ofby MR(

Duuul - Package Returned to Customer

Denied - Pramage not caused by USPS

- .. ol
| Demad - DOG Presented Proof of Delivery

Demed - Exeeeded Maximum Filing
']‘nlcr;mcc

I)unul Lo |I|» \djudu m.d

D(mu} - Packawe Ru,ldu .Jl MR(

B !)t nied - RLspunst !Oltr(lnt ¢ l \u.cdtd

RN (S

The clmm h1s bun p!acnd n an appeal state,

The clain has been placed in an appeal state.

Dfscriptitm

H‘I{. thm hdf. b(..Lll tknlcd on the dppLal

The lelm ha\ been dcmcd on the appeal.

1 h(, Cldll’ll has hu:n denied the package was disposed of by 1ht: MRC

——— —

1 h( claim has been denied. The article was found at the MRC and

tuunu.d 1 lh(, customer.

The claim was denied since it was mdicated in the “Damage Rmson
portion of the thm that the USPS did not cause the damage

The complete foss cLum was demcd since DC(; provided prootf of
Lkln ery.

The claim was demed since the time between the dau. of mailing and
Hu d MM 1ucpled date was longer than al}owcd for lhe Scrwu. prc

ic. Llaam was denied at a ht,ld site.

FhC pdckd}:(, was found at the MRC so the cldlm wis dcmcd

( um,spondu\u was sent for a deficient item in the clalm Ho“ ever,
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Description

the custemer did not re:pond within the tolerance fimit.

f Damcd Altunpl to pay USPS SJEe

The business name of the claim contained lext that indicated a Postal
entity should be paid.

[ DLde \S( Adjudlcalmn

| Diented - Artucle purchase datcs are aftu
| mailing date.

Recenvable Status

S tatus

N ——— —— - R

! Recenvable thuut (nen(.mu d

P Recenable Reguest has been sent o (1rac|L

©Hecen abies

Other Status

. Status

CPendmye

Slncomplets Tnternet

Cncemplete - Uivatidated

L

3 I
;

l Encomplete - Tnvalid

s Tosed

T Des( npnon

An Ad]ud1cat0r chose to deny the claim.

The claim was dcmed since the on]y amcle in the claim was purchased

after the mailing date. ]

- — —_ -

l Description
|

The CCRS systern has sent the request to the Recetvable System.

4" A CCRS user made a request to have the claim amount refunded.

ThL d.nm has pasbed the vahdauon and s c:lher wailing 1o be
processed by CORS or 1s waiting on a response from the customer for
dgluu.m itemns.

The clanm has bm_n 511hm1l1cd to CCRS using !he 1mernet However,
the customer must complete the process by visiting the Post office and
complete the remaining sections. All intemet claims are placed in this
state imually. Onge the elaim is updated it will be placed in a pending
K |lL

A clum ha% bun SU}J.mlllCd using the Bu%mf.ss Mailer Dala Fwd and
ts waiting on the validation process.

/‘\ l.l aim hd.\ been submatted using the Business Mailer Data Feed. The
CURS attempted to validate the claim and found issues. The claim
will appear in the business mailer’s Invahd Claims section of the
website

]m, lem was closcd uthu through inactivity (90 ddys} or manuany
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T40-75. For FY 2005, how many insurance transactions were made?

a. How many insurance claims were made?

b How many claims were paid in full?

C. How many claims were paid in part?

d. How many claims were denied?

e 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 for issuance. Use 2-week time periods for the
distribution.

i 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 iength of time for issuance. Use 2-week time periods for the distribution.

k. What was the average length 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 lime periods for the distribution.

Provide the 15 most numerous reasons for denying insurance claims, in order of

~Ta -

frequency.
m Provide the 15 most numerous types of complaints, in order of frequency.
RESPONSE:

There were 51,565,327 insurance transactions in FY 2005,

a. 198,933 claims were fited.

b-c. There are no statistics distinguishing fully paid claims from partiaily paid claims.
d. 31,169 claims were denied.

e. 29,886 claims were denied by the ASC.

f. 1,085 1° appeals were denied by the ASC.

g. The Consumer Advocate denied 199 2™ appeals.

h. Due to the manner in which the data are stored it is not possible to identify the

number of unresolved claims.



i. See the response to OCA/USPS-T40-71(g). Due to the manner in which the data

are stored it is not possible to provide the distribution of the number of first decisions by

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

OCA/JSPS-T40-75, Page 2 of 3

iength of time for issuance.

].  See the response to OCA/USPS-T40-71(g). Due to the manner in which the data

are stored it is not possible to provice the distribution of the number of appeai decisions

by length of time for issuance.

k. Data are available in monthly rather than two week time periods. Second level

appeals have an average cycle time of 17 days.

Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jut

Aug

Sep

A‘Jg

13[
P
14 |
16 |
14 |
19
24
21
24
23
18
?51
17

Reasons for denying claim:

1

2.

Procf of delivery provided

Exceeded maximum filing tolerance

. Locally Adjudicated

Damage not caused by Post Office

. Article purchase dates are after mailing date

Delivery confirmation indicates no insurance for the article

. Online insurance fee refunded
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RESPONSE OF PCSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-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 tocal Post Office
15.No insurance purchased

m._ See the Postal Service's response to OCA/USPS-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 (Q1, Q2, and Q3}, how many insurance transactions
were made?

a. How many insurance claims were made?

b. How many claims were paid in full?

C. How many claims were paid in part?

d How many claims were denied?

e How many cltaims 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?

i What was the average fength 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 perniods for the
distribution.

) What was the average length 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
distnbution.

k. What was the average length 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 fength of time for issuance. Use 2-
week time periods for the distribution.

! Provide the 15 most numerous reasens for denying insurance claims, in order of
frequency.

m Provide the 15 most numerous types of complaints, in order of frequency.

T@a -

RESPONSE:
At this time the data are only available for the first 2 quarters:
Q116,154,000
Q2 12,361,000
a. 129,249 claims were filed.
b-c. There are no statistics distinguishing fully paid claims from partially paid claims.
d. 28,500 claims were denied,
e. 28,416 clams were denied by the ASC.
f. 858 1°' appeals were denied by the ASC.

g. The Consumer Advocate denied 84 second appeals.
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
OCA/USPS-T40-76, Page 2 of 3

h. Due to the manner in which the data are stored it is not possible to identify the
number of unresolved claims.
i. See the response to OCA/USPS-T40-71(g). Due to the manner in which the data
are stored it is not possible to provide the distribution of the number of first decisions by
length of time for issuance.
. See the response to OCA/USPS-T40-71(g). Due to the manner in which the data
are stored it is not possible to provide the distribution of the number of appeal decisions
by length of time for issuance.
k. Data are available in monthly rather than two week time periods. Second level

appeals have an average cycle time of 19.5 days.

Oct l 21
Nov | 211
Dec J 21 |
Jan ‘ 19 |
. Feb | 20|
i Mar 21}
3 Apr L 18 |
I May 19
L dun |7
g |zl

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
OCAMJSPS-T40-76, Page 3 of 3
7. Online insurance fee refunded
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 local Post Office
15.No insurance purchased

See the Postal Service's response to OCA/USPS-16.
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCAJUSPS-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 service.



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

OCA/USPS-T40-78. a. What percentage of insurance revenues were paid as
indemnification in FY2005?7 (Show ali calculations).
b. What percentage of insurance revenues were paid as indemnification in FY2006
(Q1, Q2, and Q3)? (Show ali calculations),
RESPONSE:
a. In FY 2005, 15.5 percent of all insurance revenue was paid out as indemnities
(total indemnities of $12,079,000 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 costs. 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 {o garnerexcess contribution from the indemnity
portion of the service, especialhconsidering that this product had a very low cost
coverage of 112 percentin FY 2005.
Additionally, as noted in my testimony this is a labor intensive product:
| would note 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 20086, 15 6 percent of all insurance revenue was paid out
as indemnities (total indemnities of $11,086,000 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

OCA/USPS-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, 2002 - 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 soughtin 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 OCA/USPS-16.
b Claims filed:
May 1, 02 — April 50, 03 — The claims system was implemented in
September 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 tor 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,
RESPONSE:

If printed information about insurance were requested by a customer, Notice 122,
Domestic Insurance Claims — Customer Quick Reference Guide or Publication 122
Customer Guide to Filing Domestic Insurance Claims or Registered Mail Inquiries would
be offered. Additionally, the back of the Form 3813-P, which is readily avaitable,
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 to 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

OCAJ/USPS-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. 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.
RESPONSE:

If printed information about insurance were requested by a customer, Notice 122,
Domestic Insurance Claims — Customer Quick Reference Guide or Publication 122
Customer Guide to Filing Domestic Insurance Claims or Registered Mail Inguiries 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 aulomatically provide them with a copy of Notice 122.
However. If a customer were to ask for additionat information about insurance and a
clerk were unable to 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

OCA/USPS-T40-82. What printed information is given to potential purchasers of
fnsurance at retail counters that informs them of the time limits and procedures for filing
claims?

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.
RESPONSE:

if printed information about insurance were requested by a customer, Notice 122,
Domestic Insurance Claims — Customer Quick Reference Guide or Publication 122
Customer Guide to Filing Domestic Insurance Claims or Registered Mail Inquiries would
be offered. Additionaily, the back of the Form 3813-P, which is readily avaifable,
provides the time limils 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 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 1o 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.



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

OCA/USPS-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. 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.
RESPONSE:

No printed information on the average length of time to resolve a claim is provided at

the retaill counter.
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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 deried?

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,
RESPONSE:

No printed information on the percentage of Insurance claims that are paid in full; the
percentage of Insurance claims that are paid in par; or the percentage of Insurance

claims that are denied is provided at the retail counter.
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TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-85. Please refer to Domestic Mail Manual (DMM) §609.4.3, “Nonpayable
Claims.”

a. 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?”

b. Under §609.4.3.m., how can a potential mailer/purchaser 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?

c Under §609.4.3.p., how can a potential maiter/purchaser of Insurance obtain a
binding approval or certification from the Postal Service that an item has been
packaged so as to withstand “shock, transportation environment, or x-ray”
without being damaged?

d What prior notice is given to potential purchasers of Insurance that items must be
sturdy enough. or packaged well eriough, to satisfy the requirements of
§§609.4.3.1., m., and p.?

e Do you agree that, without binding approval or certification with respect to
§§609 4 3.1, m . and p., a inziler 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.

f Do you agree {hat, without binding approvat or certification with respect to
§§609.4 3.1.. m .. and p., a mailer may be wasting his/her money to insure an item
for which a claim wifl not be paid at a later ime? If you do not agree, then
explain in full.

RESPONSE:

a-c. We do not provide binding approval or certification at the time Insurance is
purchased However the Sales and Service Associate (SSA) will usually check out the
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 | am not aware of any altempt by the Postal Service to notify all potential purchasers
of Insurance that items must be sturdy enough. or packaged well enough, to satisfy the
requirements of §§609.4 3.1, m, and p. However the DMM is available online and the
customer could ask a retail clerk about the 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
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TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T40-85, Page 2 of 2
customer would be sure to properly package the item, choose an aiternative means
than the mail to send an item that is so fragile that it could not travel through the
mailstream, and cooperate in filling out the required forms necessary to file a claim,
should that be necessary. As such, | 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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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM

TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T40-86. This interrogatory seeks information on Confirm service revenues.
Please refer to USPS-LR-L-124, the spreadsheet "REV-USPS-LR-1-124_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 shoulid 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 |Ds, 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 Rates revenue figure should be $1,164,250
($32,000 Tota! Silver Fees + $535,500 Tota! Gold Fees + $750 Additional Scan
Fees + $450,000 Total Platinum Fees + $146,000 Additional 1Ds, Quarter). If
you do not confirm, please explain, show all calculations, and provide citations to
all sources used

RESPONSE:

a-b. Not confirmed. There are two separate sources of data, one for Revenue and

another for Subscribers. The numbers presented in the billing determinants reflect the

data that were available. The discrepancy is likely the resuit 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 |Ds for the before

rates is zero. As such the $146,000 that you cite does not exist. See response {o

MMA/USPS-T40-2(e).
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T40-87. This interrogatory seeks information on Confirm service veolumes.
Please refer to USPS-LR-L-124, 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. Piease 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 Asreflected in cell M16 of the worksheet cited in the lead in to this interrogatory,
there were 0 additional blocks of scans provided to Silver subscribers,
b As reflected in cell M19 of the worksheet cited in the lead in to this interrogatory,

there was 1 additionai biock of scans provided to Gold subscribers.
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T40-88. This interrogatory seeks information on Confirm service revenues.
Please refer to your response to OCA/USPS-T40-43(d), which calcuiates 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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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T40-89. This interrogatory seeks information on the pricing of Confirm
service. Please refer to your response to OCA/USPS-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 OCA/USPS-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. lf you do not confirm, please
explain.

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 ctass 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.



RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
REDIRECTED FROM WITNESS PAGE

OCAJ/USPS-T23-3. This interrogatory seeks information about the number of
scans for Confirm service. Please refer to LR-L-59, and the Exce! 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. Ptease provide the total number of scans actually provided to the 119
subscribers of the "Gold” subscription service in the base year, FY 2005.

d Piease provide the cost per scan {or cost per one million scans) for the 119
subscribers of the "Gold” subscription service in the base year, FY 2005. Please
show all calculations.

e. Piease provide the lotal number of scans actually provided to the 45
subscnbers 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 the “Platinum” subscription service in the base year, FY 2005.
Please show all calculations.

g Please provide the lotal estimated number of scans for each block of one
millton units to be provided to Contirm 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 test year after rales. Please
show all calculations.

RESPONSE:

a. These data are not available for the entire FY 2005. Bta of this type w ere
nol readily availabie in a refiabte format until September 2005, so there is no
accurate 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 typically do not match up to the Postal Service's

fiscal year. For the purpose of estimating Confirm usage for the rate case |
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
REDIRECTED FROM WITNESS PAGE
OCA/USPS-T23-3, Page 2 of 2

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 the response to POIR 4, question 3.

b. The only information regarding cost per scan is presented in the response to

OCA/USPS-T40-15.

c. See response to part a.

d Seeresponse o part b.

e. See response to part a.

f. See response to partb.

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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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF PITNEY BOWES INC.

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

a. Please confirm whether, under the proposed rate schedule for Confirm, &
subscriber may purchase blocks of 1 million units one at a time. [f you
cannot confirm, please explain fully and state how many blocks must be
purchased at any given time.

b. 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.

RESPONSE:
a. Confirmed.
b. Not Confirmed. A subscriber buys blocks of units, and those units can be used for

any IDs purchased for that subscripticn.
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TO INTERROGATORY OF PITNEY BOWES INC.

PB/USPS-T40-2. Please refer to your response to OCA/USPS-T40-15 (a-d), where
you state “the estimated total number of blocks to be purchased in the test year [is]
(28,152) ... .7

a.

b.

RESPONSE:

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 28,152,000,000 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 piecesin 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 Mall in T'Y 2008.

Please describe fully the basis for the estimates in PB/USPS-T40-2 (c-f).
Please provide the totai 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.

a See my response to question 3 of Presiding Officer’s Information Request No.

4.

b. Not confirmed. 28,152 blocks represents 28,152,000,000 units in TY 2008,

which is estimated 1o be 10 billion scans. This estimate is based on the

estimated average of 357,143 scans per million units, provided in my response to

OCA/USPS-T23-3, redirected from witness Page.

C.

d.

In the test year it is estimated that 5.5 billion scans will be for First-Class Mail.

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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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF PITNEY BOWES INC.

PB/USPS-T40-2, Page 2 of 2
g. The basis for my estimates is the distribution of scans presented in my
response to OCA/USPS-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 lo 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-T4(0-24.
i- k. These data are not available. See my response to OCA/USPS-T40-24 for

an explanation.



RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF THE ASSOCIATION FOR POSTAL COMMERCE

POSTCOM/USPS-T40-7. Please describe the method and rationale you used {o
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/MJSPS-T40-31 and 32, First-Class Mail and
Standard Mail have significantly different 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 hoiding 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
1o pay for the dissemination of the data, but no charge for First-Class Mait
“scans”. However, il 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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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM TO
POIR NO. 4, QUESTION 3

3 Please refer to both USPS-LR-1.-123 and USPS-LR-L-124. The source for TYAR
volumes for CONFiIRM is listed as “TYAR Volume is estimated based on base
year usage by existing customers.” Please provide a spreadsheet with step-by-
step calculations indicating how to develop the volumes.

RESPONSE:

The volumes for Confirm® service were calculated using the process presented below.

The attached spreadsheet presents an example of the calculations.

1

Estimate the annuai 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 subscrption penod was used.

. Reduce the number of scans for each subscriber by 10 percent to reflect a

contraction 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.

Assume that there would continue to be 180 subscribers.

Split the scan volume into First-Class Mail and Other

Multiply the number of Other scans by 5 to get the number of units used for other
classes.

For each subscriber add the number units used for First-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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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM TO
POIR NO. 4, QUESTION 3

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.

Calcuiating 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 Blocks
Units Used Needed Needed

User 1 9,500,000 8,500,000 9
User2 9,500,000 8,500,000 9
User3 9500000 8500000 S
User4 9,500,000 8,500,000 9
User5 9,500,000 8,500,000 g
Total 47,500,000 45

User 6 47,500,000 46,500,000 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 additional biotks 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
TYAR volume for a hypothetical subscrber 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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PQOIR NO. 4, QUESTION 3

subscriber’'s proprietary data could enable the identification of certain subscribers and

reveal characteristics about their Confirm use or mailing patterns.
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Number of Estimated Scans from Previous or Current Subscription (Step 1)

500,000,000
This Volume was Reduced by 10 percent to reflect a contraction in demand as a result of the
increase in prices (Step 2)

450,000,000

This volume was split into two parts, First-Class Mail and Other (Step 3)

FCM 247,500,000
Other 202,500,000
Total 450,000,000

The number of units for each subset was determined by multiplying the number of scans by the
number of units 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 subscriber. (Step 4)

FCM 247 747,500
Other 1,012,500,000
Total 1,260,247 500




RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO POIR NO. 8, QUESTION 11

11.  Please refer to worksheet “WP-3: Cerlificate of Mailing” in the revised version of
USPS-LR-L-124. The volume data for TYAR Standard Regular and TYAR
Standard Nonprofit (in ceils U20 and U22 respectively) do not match the volume
data in *WP-15: 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 filed shorlly. The correction results in

an increase in revenue of roughly $3,CC0.
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF VALPAK
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 fransmitted 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-forwardabie UAA First-Class Mail?

RESPONSE:

a. Redirected o witness Taufigue.

b. Yes. Forthose mailers electing to receive electronic Address Correction Service
notifications, the records they receive in their electronic ACS Fulfilment File include a
deliverability code identifying the reason a mail piece was not detiverable, when ihat
information is available.

c. Redirected to witness Cutting.
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RESPONSE OF POSTAL SERVICE WITNESS MITCHUM
TO INTERROGATORY OF VALPAK

VP/USPS-T40-3.

Please assume that the FPostai Service provides physical return of non-forwardable
UAA First-Class Mail free, while charging $0.06 to provide senders with relevant
information regarding non-forwardable 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 — i.e., at an
effective price of $0.00 — “establish|es] a fair and equitable fee schedule,” as you
assert at page 9, lines 14-15 of your testimony;

c. Please explain what incenlives the proposed fee structure would give mailers to
elec! optional electronic return service in lieu of physical return for nonforwardable UAA
First-Class Mall, and

d. Please explain what other steps, if any, the Postal Service plans to implement in
order 1o induce mailers to substitute electronic return service for physical return of UAA
First-Class Mail that cannot be forwarded.

RESPONSE:

a-c. First-Class Mail postage includes returning the mailpiece to the sender if it
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 physica! 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.

The incentive to use Address Correction Service, regardless of the method, is

that it provides mailers with a notice when an address is not valid, even though the
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VP/USPS-T40-3, Page 2 of 2
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. Aiso,
many recipients of successively forwarged pieces will probably not wait twelve months
befare writing 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 nolices. As a result, mailers benefit by

potentially reducing labor costs and increasing the effectiveness of their mailings.

d. | am nol aware of any additional steps the Postal Service plans to implement.
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CHAIRMAN 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.

CROSS5-EXAMINATION

BY MS. DREIFUSS:

Q Good morning, Mr. Mitchum.
A Good morning.
Q This morning I'm going to discuss with you

two of the 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
{(202) 628-4888
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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 woulidn’'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 be adopted by the Commission, if they
remain with Confirm whereas currently they have
unlimited scans at no extra charge under your proposal
they weculd 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. 1If I can expand on that

Heritage Reporting Corporation
{202) 628-4888
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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 wculd be about $17.50 for 357,000 scans,
which would be roughly 150,000 mail pieces minimum.
While there would be a per scan price, it would be
rather trivial.

0 Right. It might be trivial for small
amocunts, but as a current platinum subscriber began to
use million upon million upon million, those fees
would increase, would they not?

Y 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 cne. I'm sorry. There are a lot of
interrcgateories. Just a second.

{Pause . )

A I'm sorry. It was T-57. There’'s currently
45, as stated in my library reference. There’s 45
platinum subscribers.

Of those 45 platinum subscribers, underneath

Heritage Reporting Corporation
(202) 628-4888



13

14

15

i6

17

18

139

20

21

22

23

24

25

4143

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.

0 Okay. 8o 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 it 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

Heritage Reporting Corporation
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computations. TIf 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
miilion scans, which is c¢loser to the maximum -- it is
below the maximum, but closer to the maximum -- their

increase would be 338 percent, which is only going
from $10,000 to 543,000, and 750,000 scans will allow
them to track roughly 300,000 pieces of mail.

While 1t’s still net a trivial increase,
that i1s 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 1is 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 that that'’s accurate, but I think it would be
very difficult for a user to gpend $500,000 on Confirm
on scans even if it were strictly 100 percent standard
mail.

Heritage Reporting Corporation
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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
sScans.

Q Are you aware that there are at least two
platinum subscribers who are resellers of Confirm
service?

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

Heritage Reporting Corporation
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cross-examination exhibits I submitted to Witness
Mitchum a few days ago, so I'm geoing 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 your permission, Mr. Chairman, I will
give coples of these -- I think the reporter needs two
copies -- to be transcribed as OCA’s cross-examination

exhibits, and T 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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Destination Performance Listing

for Seeds Scanned from 8/14/2006 through 8/21/2006

Within In-Home Window Ave. # of
Early {1-3 days from Mail Date) Late Scans per Seed
Total Scan Percentages: 0.6% 64.7% 34.7% 2.60
Percentage breakdoswn by desunation is below:
Within In-Home Average # of
State Destination City & State Zarly Window Late Scans per Seed
AA Totals; 0.0% 41.5% 58.5% 372
\;)\). AA 0.0% 18.5% a1 50/" 3.61 )
Fpo. A 0% 30.0% 70.0% 390
AE Totals: 0.0% 42.7% 57.3% 1.80
Apu Al % +1.4% 35.6% 1.80
Fpa, A 0% 32.6% 674% 177
AK Totals: L% 43.4% 56.6% 317
Ambler. AR 00% 0.0% 50.0% 1.00
Ancher Pomt AK 0.0% 40.0% 60.0% 3.00
Anchoraze Sk 0.0% 19.0% 51.0% 2,70
Suke B YR IR 0 0% 100.0% 3.50
Harron \k 0 a6 785 33.3% 333
Big b ke Wb 0, 100 0% 3.0% 200
Chalkyitak Ak tHo*a 33 3% 06.7% 1.00
Chesakh AR (H0¥a 100 (P 1.0% 200
Chugh Ak nir, 7 7% 02 3%, 2 RS
Cothman Cosve Ak e, Ui (120 3.01% 1
Celdton Ak ni, h6 % 333% 107
Copper Center, Ak N, 1Y (1% 0.0% 2.00
Oy AN Dy, b 7% 33.3% 3.00
Prelta lunction AR B, ni 2% 30.8% 3.3i
etk Satonal Park Ak A1 62 5% 37.5% 288
Palhingham AR By 0 0% 50.0% 2.00
Douglas AR thne, 0 0% 104 0% 7.00
Duteh Harbor AR tH, 8 3% 91 7% 300
Iagle River Wk ity 33% Y6.7% 270
ek AR i, S00% S00% 150
Faehon Ath AN [RE 83 (150 15.0% 305
Thwob Ak nne, A0 0% M) 0% 1530
timendort vih AR iy 2 6% L7 4% 3.21
Farbanks AR [ERTL 77 4% 22.6% 116
False Pass. AR Uty 0.0% 100.0% 2.00
ETIRNTRRI TR N noe, 100 840 0.0% 1)
Fort Richardson. Ak o, 3 10% U5 (% 305
Fort M anwnght Ak LEL 73 7% 26.3% K|
[SHINTINERY S i, 44 3% 35.6% 1.56
titdwood AR oo, (R g3 79 306
Olennallen WK o, Ty, g2 9oy 4
[RRTIITEERY N [EERS nnte 100 (% 233
Heaby. AN 1y, TSPy 25.0% 500
ol € o Ak 1, 100.0%, 0.0% 250
Hoaner Wk ey [RE RN 3200 2 RG
Joomahi Wk i, Uy 1) (%0 2000
Hooper Has AR oy A% 500 200

Page ¥ of



4149

Within In-Home Average # of
State Destination City & State Early . Window Late Scans per Seed
AK Totals: 0.0% 43.4% 56.6% 3.17
ilope, AK 0.0% 50.0% 30.0% 1.50
Houston, AK 0.0% 37.5% 62.5% 2.00
Hydaburg, AK (G.0% 100.0% 0.0% 5.00
Ihamna, AK 0.0% G.0% 100.0%% 2.00
Indian. AK 0.0% 0.0% 100.0% .00
Juneau, AK 0.0% 21.5% ) 78.1% 597
katskag, Ak 0.0% 0.0% 100.0% 2.00
hasigluk, AK (.0% 0.0% 106.0% 1.67
Kasilof, AK 0.0% 0.0% 100.0% 275
Kenai AK 0.0% 72.2% 27.8% 325
Ketchikan, AK 0.0% 331% 66.9% 6.69
hng Cove. Al 0.0% 0.0% 100.0% 100
King Salmon, AK 0.0% 50.0% 30.0% 2,50
klawock, Ak 0.0% 100.0% 0.0% 5.00
Kodiak, AR 0% 80.7% 19.3% .08
Natsehue, AK 0.0% 0.0% 100.0% 3.00
Marshali, AR 0 0% 10¢.0% 0.0% 300
Metlahath, AK 0.0% 50.0% 50.0% 3.50
Sahishr AR (0% 0.0% - 100.0% 1.00
Samilchih, AR 0.0% 100.0% 0.0% 1.50
Nome, Ak 0 0% 359% o o 64.1% 300
North Pole. AR 0.0% 76.8% ) 23}?/0 3 ]'4
Northway, AR 0 0% 50.0% 50.0% 1.00
Patmer AR 0% 71 4% 28.6% 293
Petershurg Ak {00% 0% 100.0% 450
IPamt Hope, AK 0.0% 0.0% 100.0% 200
Fart Alexander Ak 0.0% 50.0% ) 50.0% 250
Salcha, AR 00% 100.0% 0.0% 1.50
Saveonga, Ak 0.0% 33.3% 66.7% 1.00
Seward, Ak 00% 0.0% 100.0% 2.00
Shishmare?, Ak 0.0% 50.0% 50.0% 1.60
Shungnah . AN 00% 3010% 50.0% 100
Sitha AR 0.7, 10.4% 89.6% 623
Shapway AR 00°% 6.0% 94.0% 456
Soddotna AR ney 54.5% 43.5% 2.95
Sethne, Ak 010y 66 7% 33.3% 333
Sulton AR 00% 0.0% 100.0% 1.60
Palheetng, K 0y 25.0% 75.0% 475
RN N [TREA 352% 64.8% 3.15
I nahuka Ak IR3EM 25.0% 75.0% 525
akdes AR 10, 33.3% 66.7% 167
Woannweright AR (SR S50 0% 50.0% 1.25
Wotles AR (30" S00% 50.0% 100
Ward Cove, AR 00, 71 4% 28.6% 514
Woaslla, AR 0ir, 2 8% 97 2% 298
W htter. AR 0y, 37 5% 62.5% 200
Wallow Ak NERNS 492 95.1% 312
MWorangell AR (TR 42.9% 37 1% 4.07
Y ahutat, AR oy 13.4% 55.6% 2.00
AL Totals: 0.0% 58.8% 41.2% 3.07
vhhevitle, AL [SNTERN 25 9%, 74. 1% 4.52
Vedanisvalle At (0, 74 4% 25 6% 323
Addison, Al e, 100.0% 0% 2.00
sdper Al [ARFENN 88 %0 11.9% {.67
Vatater Al i, 46 0% 54.0%% 183
Vibertsable. AL i, 11 0% 89.0% 501
Slevander €y Al i, 1.8% 08.2% 4 89
Movandrra Af oy . 100 0% in
Sheesiile. A o, 0 iy 100 0% 3.20
Mpine, Al iy, 1} 0% 100.G%0 4.52
Altoom. Ad 0y T1.7% 923% S 00
Andaiuane 8 0Ny 37 1% 62.9% 401
ndersons Al ey, 100 0% 03.0%% 3.00
Simsten Al oy, 33 8% 45 2%, 46l
Vb Al e, 2 3% 97 % 489
Ardmere Al By, 74 2% 25 8% 24
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Destination Performance Listing
for Seeds Scanned from 8/14/2006 through 8/21/2006

Within In-Home Window Ave. # of
Early {7-10 days from Mait Datej Late Scans per Seed
Total Scan Percentages: 31.9% 57.4% 10.7% 2.15
Percentage breakdown by destimnation is below:
Within In-Home Average # of
State Destination City & State Early Window Late Scans per Seed
AA Totals: 13.0% 69.6% 17.4% 1.61
Apo AA 13.0% 69.6% 17.4% 161
AE Totals: 1.6% 84.0% 14.4% 1.42
Apoo Al 1.2% 83.9% 14.9% 143
Fpo Al 37% 85.2% 11.1% 1.33
AK Totals: 36.2% 39.2% 24.5% 2.17
Anchar Pomt. AK 100 0% 0.0% 00% 1.00
Anvchorage, AR 37.5%, 279% . 34.6% 1.96
Sahe Hay Ak 3313% 33.3% 333% L.67
Batrow Ak 1 0%, 9.0% 0.0% 100
g | ake, AK S0P, 0 0% 50.0% 1.50
U hueish Ak [N 500% 50 (%% 1 G0
s Galeh AR [RUVRIL G % ) 0.0% 100
Coldteot Ak g0, 33.6% 36.4% 158
tondova Ak RARTLES 0 0% 50 0% 1 0
Crug AR SHiM, 0% (0% 133
Diclta Junctn, AR Sag, 50.0% (G.G% 100
Dheuzlas AR S5 R0, 222% 22 2% 1 89
Iagle Riner Ak RS e, 0.0% 14 3" e
whon Ath. Ak EREELIN 16.7% 50.0% 1.00
Pimendart Ath, Ak 1061y 0.0% 0 (e .00
Farrbanks AR Ry <7y, 5.3% 5.3% 1.16
Faort Richardson, Ak PEERL 66.7% 0.0% 1.00
Fost Moagnwnight. AR R 218.6% 14.3% .00
st i, AR (LR 100 0% 0.0% 1.00
Tlanes AWK i, 0.0% 100.0% 1.00
Hols £ ross Ak oty J00.0%, (1.0%% 200
[lomer AR 24P 24 0% 32.0% 1.79
Howper By AK v, 100 0% 0.0 200
Thammie Ak ey, 100.0% 0.8 + 00
Iy Ak 2. 64 2% 11.6% 313
[NTINSERY N [T 03.0% 10 1% .00
[ NESILITTINR Y N 10 ey, 0% 0% 1011
koasilot Ak hIERT 007 (.{t" 1O
hoonat Ak bl 1%, 300% 10.0%, 1 00
Kewhikan AR RN 53.8% 17. 1" 286
ey Sl AR BT, 0 0% IRV 1.0
Rlawodh AR Y, 1Py 33 3 133
[NTNINTSRYN TR, 25 0% 009 150
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Within In-Home Average # of
State Destination City & State Early Window Late  Scans per Seed
AK Totals: 36.2% 39.2% 24.5% 2.17
Kotzebue, AK 100.0% 0.0% 0.0% 1 00
Kwigillingok, AK 0.0% 100.0% 0.0% 1.00
Nikiski, AK 50.0% 50.0% 0.0% t 00
North Pole, AK 62.5% 37.5% 0.0% 1,00
Old Harbor, AK 100.0% 0.0% - 0.0% 100
Palmer, Ak 70.0% 300% 0.0% 130
Petersburg, AK 33.3% 66.7% 0.0% 267
Sitka, AK 50.0% 25.0% 25.0% 231
Skagway, AK 0.0% 100.0% 0.0% 325
Suldotna, AK 100.0% 0.0% 0.0% 1.00
Tok, AK 100 0% 0.0% 0.0% 1.00
['nalaska. AK 10G.0% 0.0% 0.0% 1.00
Valdez, AK 66.7% 33.3% 0.0% 1.67
Ward Cove, AK 100.0% 0.0% 0.0% L.00
Wasilla, AK 75.0% 16.7% 8.3% 117
Willow. AK 15.0% 250% 0.0% 1.00
Wrangeli, AK 2% 55.6% 222% 211
AL Totals: 35.9% 48.5% 15.7% 2.60
Abbeville, Al 22.2% 66.7% 11.1% 278
\damsville, AL 14.3% 58.3% 77.5% 216
Addison, Al 33.3% 14 4% 22 2% 144
Adger AL o 3B% 35.3% 306% ) 262
Atabaster, Al 18.2% 66.5% 15.2% 345
Albertville, Al 37.2% 60.5% 2.3% 347
Alexander Ciry . A 44.4% 1712% C83% 361
Alexandnia, Al 27.3% 63.6% 9.1% 191
Alseeviile, Al 1040 0% 0.0% 0.0% 3.00
Allgood, AL 100 0% 0.0% - 0.0% 2.00
Alpine AL 66.7% 333% 0.0%% 2.00
Altoona, Al 7 4% 28.6% 0.0% 3.86
Andituaia Al ' 15 4%, 51.1% 33.5% 342
Anderson, Al IR 50.0% 50.0% 250
wnnisbon, Al . L 59.6% 12 0% 408
Vrabo Al 81 3% 18.8% 0.0% 331
yrdmore, Al 3830, 60.5% i.2% [ 32
writen, Al (IR 1 100.0%% 0.0% 367
Arley . AL 3041, 70.0% (3.0% 210
Ashtord, AL T 0% 0.0% 0.0% .00
Ashland, AL 2860, 57.1% 14.3% 229
Ashville, AL RS Sk 45.3% 4.0% 333
Athens, Al 333 56.3% 10.4% 210
Atmore, Al 2710 44.0% 28 9% 239
Attalta, Al RE R 71.4% 0.0% 336
Auburn University Al HESHILN 0% 0.0% 133
Auburn, Al 2 33.1% 7.7% 298
\ataugas ifle. Al NI 21.7% 27 4%, 242
Y, Al 29 A0, 34.1% 36.4% 150
Halevton, Al RRIRA 66.7% 0.0% RRLL
Banks. Al 12 0% 43.3%, 14 5% 233
Hankston. Al LTI 0.0% 1.0¥ 300
Ly Minette Al RERY. 66 3%, 9 8% 290
Haoveul a Bare 2| th ™y 83.3% (3.0% 207
Bear Creek. Al RCTRTA 0.0% 0.0% [RES
Beatrive, Al oty 1600.6%0 0 0% RE
Heaverton, Al [AETRTA (i i.0%% 200
Bellams . v At S8.3% 8 3% 125
Berrs Al ot T 133%, (00, 233
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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 are, I would imagine, in business to
earn profits would you say?

A I would hope so.

Q Right. And I wcould 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
corporaticn.

Q Right. 1In fact, you may or may not know
this. 1I'11 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
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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 businesses 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 ¢f scans at no
additional charge, may be affected by the proposal
vou’'re making in this case to charge them for
additicnal scans, million upon million. Is that
correct?

A Actually, givén 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
being 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 not feel that using the existing
pricing structure with a price increase and using
unlimited scans would facilitate making this product

Heritage Reporting Corporation
(202) 628-4888
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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 vou’'re saying you didn’t think that you
could increase the subscription fees enough to cover
theose costs?

A Based on the information that I have about
the usage and the fact that we were coming up with a
reasonable cost coverage 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 tc 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.

Heritage Reporting Corporation
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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.

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 ig 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 1t because 1n 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 1,200 users.

Heritage Reporting Corporation
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We have about 190 to 200 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 additional cost 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 teoday. Am I correct?

A That is correct.

0 And how did you determine that there would
be the same number of subscribers?

2y 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 noted in my response to the Presgiding
Officer’'s Information Request I think it was No. 4,

Heritage Reporting Corporation
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Question 3, or No. 3, Question 4, we don’'t necegsarily
expect it to be the same 180 subscribers because we do
feel there’s been shifts.

As subscrikbers 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, vyes.

C So 1it’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.
Scme 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 would 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 billicn scans, and 10 billicen 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 that 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 baged their
concern on those numbers,

0 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.

o 211 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 éray Hair might want to and
might be successful in building their business under
the current 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
trackmymail.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 geoing 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 vyour
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-house and have contrel over the whole process.

While it 1is 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
discussions that you’ve had with the owners of those
two companies or their managers?

-y No, it’s not. It’s based on the fact that
you're talking 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 seems while 1f you want me to assume
that’s the case I can try to answer your guestions
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 contaccs you’'ve had with these companies, correct?

A No, 1t’'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. MC2002-17

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, ves.

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
time.

At page 4 of his testimony Witness Kiefer
said, "Once the confirmed hardware and software are 1in
place, the cost of additional scans is extremely
small."”" Would vou 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, vyes.

Q But even though you haven’t read it recently
yvou 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
guestion. What was that?

A I said if there were references in his
testimony regarding either the cosgting 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,
transactions-based 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 again, 29 of the existing 45 platinum
customers would actually be seeing a price reduction
under my propesal, 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 to get to that point. That’s a
significant number of units before they get to the
point where they would Be facing any cost increase at
all.

Regardless of how we went about repricing
thigs 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 1t 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 ceost 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 actually be significantly more than 29.

Q The 16 platinum subscribers who are facing
price increases, they tend to be your largest Confirm
subscribers, don't they?

A Cerrect.

Q And wouldn’t you agree that changing from
unlimited scan at no additicnal charge to fees for
scans ~-- I'm sorry. Are they scans or units and
locks 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 tc 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
g0 that they can pay less when they’re charging
significantly more than it’s costing them even under
my prcposal 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, wculd you agree that there’sg at
least a chance that they will have to raise their
prices Lo their customers?

A Based on what you handed us and accepting
your assumption that they are one who would face an
increase so they’re using at least 169 million sgcans,
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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thoge 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
cof 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, 357,000 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 1000s 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 rchey 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, 1 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 cne 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 1is,
but I also think it’s very possible that given that
we’'re only talking $46,000 and I would assume that
prebably 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 ‘ncrease their cost,
and I can’t assume that they wouldn’t.

I mean, that would be a business decisicon
they would make based on their business plan that they
have. I wouldn’t want to step on 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 Obviocusly 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'1ll 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’'1l1l find the citation for you.

{Pause. )

A The response was to QCA-T40-27, Part (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 s51.

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 meore 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 reascnable statement to
make, but I don‘t think that history has proven that
to be necessarily an accurate statement.

Q 30 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 if
the option of providing lower prices means the product
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 agree that lower
prices tend to spur more usage, correct?

a I agree in the general eccnomic 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. 1It’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 ercsion 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 Ckay. You chose to cover those costs in the
test year by having a material restructuring in the
pricing design, didn’t you?

A As 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
gtructure 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 rolegs 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
struciLure.

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 they
wouldn’t be purchasing the product.
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 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. 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
purpeoses? Is that correct?

A It is correct that the Postal Service daes
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 intc 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
gservice.

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 interrogatory 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 ancther answer
that you provided. This is your answer to OCA
Interrogatory No. 28, Part (b).

In Part (b) in the second sentence cf the
answer it’'s a compound sentence, but in the first part
of it you say, "Beyond the extent that Confirm
provides a new tool for identifying and resolving mail
processing flow problems..." and you go on to say
something about first class mail.

Let’s turn that first part of the sentence
into a positive statement, or at least I'1ll try to do
that with you. Do you agree that Confirm provides a
new tool for identifying and resolving maill 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 Jjust said was that the
Postal Service seegs 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 intenticnal
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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Confirm product.

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 product.

I mean, those would be synonymous in my
mind, Confirm service cor Confirw 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.

») Now, 1f Confirm customers apply PLANET codes

to their mail pieces and the PLANET codes on those
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pileces can be monitored, isn’'t it correct that that
might also be a tool for identifying and resolving
mail processing flow probklems?

p:\ I think in my response to -- hold on. Let
me find the response.

(Pause.)

A I think my response to QCA-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 1s --

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.

As 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 gooa as possible, as I'm
sure that’s what the underlying goal of the Pcstal
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 guestion.

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 unreasconable,

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 1s correct.

Q And with the exception 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 1 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 1f 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
454-58, which is a response to Douglas Carlson’s
Institutional Interrogatory No. 23 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
yvear 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, ocut of
the 14,000 that were denied, which 1is out of a total
of I believe 82,000 that were approved, the calls for
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
75 percent of the claims.

Q Mr. Mitchum, I'm going to have to interrupt
you again because again yocu'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'1l be specific here so we can save
ourselves some time. Would you turn to OCA

Interrogatory No. 75 to you, please, and then go to

Part (h}?
A Okay.
Q Are you there?
A Yes.
Q OoCA asked you how many c¢laims, insurance

claime, 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 time 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 resoclution 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’'1ll 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 wants 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. If you can’'t recall, I'll

find out where you made these statements.
The customer then fills out the top porticn
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 ocut 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, vyes.

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. Louls, 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 te think that that 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. I was shocked to see how wrong an address can be
and it can end up in the right place.

2 Right. So a mail piece 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 1t would, if it ended up in
the Mail Recovery Center if it would end up being
forwarded back to St. Louls 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 1s 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 I 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?

Heritage Reporting Corporation
(202) 628-4888



i0
11
1z
13
14
15
16
17
18
19
20
21
22
23
24

25

4194

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, vyes.

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 tc 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. 8¢ 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 1is
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 1is
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
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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 1t sc
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
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implementing an on-line claims process which will
allow customers to f£ill out their claim form on line.

They will not be allowed to submit their
claim unless they have all the information 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 1in 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 resoclve, 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 1is 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'1ll 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
question?

A I believe my response to that question was a
reference to another interrogatory 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
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to an OCA interrogatory. I placed it under my
notebook here.

Could you turn your attention to your
regsponse 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 tre Postal 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 to 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 1is.

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 us, 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. 74,

No. 73.
A Okay.
Q In this interrogatory OCA asked you to give

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 peortion 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. 73 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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putting 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 CMAS: 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 Yes, ma’am.
Q Okay. S0 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

guestion?
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

Heritage Reporting Corperation
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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 uestion?

All that, the training of postal clerks, 1is
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 invelves other training than
with respect to insurance claims. Is that correct?

A I believe it’'s a twe 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
clain.. Is that what your answer says?

A Yes, it is.

Heritage Reporting Corporation
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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 146, 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 every
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 gquestions,
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

Heritage Reporting Corporation
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the bench?

{No response.)

CHAIRMAN OMAS: 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 OMAS: 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.)

CHATRMAN COMAS: Would you please be seated.

Mr. Rubin?

MR. RUBIN: Thank you.

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

was 750,000 SCANS and it was supposed to be 750
million SCANS and 300 million pieces.

Heritage Reporting Corporation
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MR. RUBIN: Thank you. I have no further
questions.
CHATIRMAN OMAS: Is there any re-cross?
(No response.)
CHAIRMAN CMAS: 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
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Exhibit No. USPS-T-13.)
DIRECT EXAMINATION
BY MR. 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 coples to
the reporters. Did you have a chance to examine them?

A Yes, I did.

0 Was this testimony prepared under you or
under your direction?

A Yes, it was.

Q Do you have any changes or correctiens to
make at this time?

A No, I do not.

Q So if you werxe 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 guestions 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

Heritage Reporting Corporation
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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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ABA-NAPM/USPS-T13-1
ABA-NAPM/USPS-T13-2
ABA-NAPM/USPS-T22-11¢ redirected to T13
APWU/USPS-T13-1

APWU/USPS-T13-2

GCA/USPS-T13-1

GCA/USPS-T13-2

MMA/USPS-T13-1
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MMA/USPS-T22-2a redirected to T13
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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-NAPM/USPS-T-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 L R-1-99, file shpO5bprc.xls.  In the USPS version, however,
you have not provided the corresponding tabte for FY2005 base year unit costs.
See LR-L-53. Please provide that table with the same labels for rows as used in
your lable for TY2008 unit mail processing costs by cost pool and calculated
lotal.

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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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO

INTERROGATORY OF AMERICAN BANKERS ASSOCIATION AND
NATIONAL ASSOCIATION OF PRESORT MAILERS

ABA-NAPM/USPS-T13-2.

In LR-L-989, you provide the unit mail processing costs for First Class Single
Piece Melered Letlers in this case using the PRC methodology. Please provide
the same information as found in PRC TY Letters (4). pages 1 through 5, by cost
pool and total using the USPS methodology.

RESPONSE:

This information is provided in my response to APWU/USPS-T13-2. See
spreadsheet SmithAttachmentQ2.xls, sheet Letlers (4), row 47. See also witness
Van-Ty-Smith’s response o APWU/USPS-T11-1, which confirms the First-Class
single-piece metered mail volume variable mail processing labor costs provided
by APWU These labor cosls were used in the spreadsheet

SmithAttachmentQ?2 xls {on sheel Letters, row 51} to obtain the results on sheel

Letlers (4), row 47.



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

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 compiexities reflected in your mail
flow and cost models, or excluded from them?

(b} On page 3 of his testimony in N2006-1, USPS witness Shah refers to
“complexities and redundancies of today's network™ Do your mail flow models
and cost models fully reflect those redundancies? 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-T-13,
TO INTERROGATORY OF AMERICAN BANKERS ASSOCIATION AND
NATIONAL ASSOCIATION OF PRESORT MAILERS,
REDIRECTED FROM WITNESS ABDIRAHMAN

Figure 1- Curent Network Complextes

Figure 3 Net~ork Simphfication
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Response:

a—b. Answered by witness Abdirahman.

4218



4219
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

| confirm that the FY 2005 CRA reflects conditions as they were in FY

2005. | have no position on whether or not there were “network

complexities and redundancies” in FY 2005. 1f one takes as a given that

there were “network complexities and redundancies” in FY 2005, then the

FY 2005 CRA reflects them.



- RESPORNSE OF POSTAL SERVICE WITNESS MARC A. SMiTH TO
INTERROGATORY OF AMERICAN POSTAL WORKERS UNION, AFL-CIO
APWU/USPS-T123-1

APWU/JSPS- T13-1 On page 33 of your lestimony at 13-14, you state *! adjust

labor costs for each cost pool for the percenlage change in the costs projected

between the base year and the test year. This approximates the wage escalation,

mail volume changes by subclass, and cos! reductions and other program

adjustments that witness Waterbury has employed in developing test year before

rates costs.”

a) Does wilness Walerbury provide these changes for each cost pool? If so,
please indicate where those are shown in the testimony.

b) W nol, please describe the sieps you take to determine each cost pool
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 lhe base year volume variable mail processing labor
costs by cost pool from wilness Van-Ty-Smith, USPS-T-11, Table 1
These costs total $12,703,875,000. Second, column 4 provides eslimales
of the test year changes in volume variable labor costs due 1o Other
Programs and Cost Reduclions, as well as projected equipment
deploymenis and removals., These eslimates are made using the
information from USPS LR-L-49, spreadsheet L43_R2006_8.xls, along
with additional information from Engineering. The total impact of cost
reduciions and other programs for all cost pools is a savings of
$1.158,717,000. Third, a factor, 1.0782, is developed lo reflect the
increase in costs due to the rise in costs per workhour and volume levels

and offselting general productivity improvements. This factor is calculated

so that the test year volume variable mail processing labor cosl for all the
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORY OF AMERICAN POSTAL WORKERS UNION, AFL-CIO
APWLW/USPS-T13-1

cost pools sums 1o the {otal volume variable mail processing labor cost in
the test year before rates rolliforward provided by wilness Walerbury, in
USPS-10J, which is $12,540,395,000. Fourth, this facior is appiied to
column 1 o obtain the wage/volume adjusted cosis in column 3.
Combining column 3 (wage/volume adjusted costs) and column 4 {(other
programs and cost reductions) provides the test year volume variable mail
7processing labor costs by cost pool in cofumn 6. Column 6 totals to
$12,540,395,000, consistent with the costs provided by witness Waterbury
in USPS-10J. The cost ratios employed to adjust the costs by cost pool
which you reference above (for use in the calculations of mail processing
costs by shape in shp0B8usps. xis in USPS LR-L-53} are the ralio of lest
year to base year volume variable mait processing labor costs by cost pool

(column 6 divided by column 1).
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORY OF AMERICAN POSTAL WORKERS UNION, AFL-C10
APWU/USPS-T13-2

APWU/USPS- T13-2 Please examine the response to APWU/USPS-T11-1. If
these data had been generated by wilness Van-Ty-Smith and provided to you,
please confirm that they would generate the per piece volume variable costs for
First Class metered letfter-shaped mail (USPS version) for the FY '08 Test Year
shown on the last line of the altached table, assuming the methodology you
employed in R2005-1 was followed. if you can not confirm, please provide the
comrected numbers and show how those numbers were generaled.

RESPONSE:

Confirmed.



Test Year 2008 - USPS Version, with piggyback costs

Volume-Variable Mail Processing Costs - Lattars
Supciass

1--First Class Letters Single Piace

2-2 First Class Letters Prasort {Carriar Route included)
3--First Class Cards Single Piece

4-2 First Class Cards Presort (Carrier Route included)
B-1IN COUNTY

8-Z QUT COUNTY

Pariodicals Total

STANDARD ENH.CARRIER ROUTE

STANDARC REGULAR

PARCEL POST

BOUND PRINTED MATTER

MEDRIA MAIL

17--{8) LIBRARY

Taotal

Metered Mail Single Piace Lettar

Test Year 2008 - USPS Version, wilh piggyback costs
Volume-Varlable Mail Processing Casts - Lellers
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118

MODS 4 1AOCS 14

HANF AT S

ATTACHMENT TO APWU/USPS-T13-2 QUESTION
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e
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MGOS 12 MODS 12 MQDRS 13 MODS 13 MQDES 13
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o0
agl
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oog
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o

MODS 17
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020
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008
00€
Qo0
0.00
000
015
018

oy

MCDS 17
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Subclass

1--First Class Letters Single Plece

2-2 First Class Letters Prgsort (Carnar Route included)
3--First Class Cards Single Pigce

4.2 Firsi Class Cards Prescrt {Camer Routa included)
B-1 IN COUNTY

8.2 OUT COUNTY

Periodicals Total

STANDARD ENH.CARRIER ROUTE

STANDARD REGULAR

PARCEL POST

BOUND PRINTED MATTER

MEDIA MAIL

$7--(B) LIBRARY

Total

Melered Mail Single Piece Lalter

Taest Year 2008 - USPS Version, with piggyback costs

Volume-Variable Mail Processing Costs ~ Laltars

Subciass

1--First Class Letters Single Piece

MODS 14
MANF

0.02
0.00
003
0.00

0.38
024

000
a1

toee

MQODS 17
10PBULK

MODS 17
10PBULK

004

MGCDS 14
MANL

1.41
0.26
2.45
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1.30
1.27
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0.07
0.22

LODS 17
10PFPREF
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1QPPREF

a7

ATTACHMENT TO APWU/USPS-T13-2 QUESTION

MODS 14
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000
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ooe
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Q00
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aat

<
0
r
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10PTRANS

MODS 17
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MODS 14
PRIORITY

001
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oM
0.01
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o009
Qo0
(eRels]
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MODS 17
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Qo

MODS 15
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Q06

oM
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03

MODS 17
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006 |
-
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G2t
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0 G2

MODS 17
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0G0
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MODS 17
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MODS 17
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8-1IN COUNTY

B-2 QUT COUNTY

Periodicals Total

STANDARD ENH.CARRIER ROUTE
STANDARD REGULAR

PARCEL FOST

BOUND PRINTED MATTER

MEDIA MAIL

17-(B) LIBRARY

Total

Matered Mail Single Piece Leiter

Test Year 2008 - USPS Version.
with piggyback cosis.
Voiume-Variable Mail Processing
Costs - Letters

Subclass

1--First Class Letters Single Piece
2-2 First Class (efters Prasort
(Carrier Route included)

3--First Class Cards Single Fiece

PO/STA/BR

ALLIED

PO/STABR

ALLIED

0.56

0.16
0N

POISTABR

AUTOMEC

PO/STA/BR

AUTOIMEC

044

023
a3

0.03
001

PO/STABR
EXPRESS
POISTABR
EXPRESS
00!

000
¢ oC

ATTACHMENT TO APWU/USPS-T13-2 QUESTION

003
0.44
028
0.13
0.10

Qo

PO/STABR

MANF

PO.STA BR
MANE

[
coorg
¢

w

[

002
026
0.16
012
011

000

PO.STABR

MANL

PCSTABR
REANL

0.00
000

POISTA/BR
MANR
POISTABR
MANP

00

001
Q0o

000
0.00
004
0.

¢go

POISTABR

MISC

POISTA/BR

MISC

049

025
048

PQISTABR

REGISTRY

POISTABR

REGISTRY

o9

00
002

0.20
013
0.01
003

009

Caiculaled
Total
12023

4 587
10 461

LZZY
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 4229
INTERROGATORY OF THE GREETING CARD ASSOCIATION
GCA/USPS-T13-1

GCA/USPS-T13-1. Please refer to Part 1V 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:

| rely on the shape definitions employed in the volume and cost systems from
which | 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
Measurement Systems, Handbook F-75, pages 3-67, 3-68, and 3-187 to 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 Systermn, Handbook F-45.

pages 8-5 to 8-8.



RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 4230
INTERROGATORY OF THE GREETING CARD ASSOCIATION
GCA/USPS-T13-2

GCAJ/USPS-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 11.5in. 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
counled as a "letter” or as a "flat"? Please explain your answer fully.
RESPONSE:

I assurme that by (ii) you mean to describe a piece that does not exceed the size
limits for the letter shape definition. Given this interpretation of the question it is
my understanding that such a piece wouid 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. SMITHTO
INTERROGATORIES OF MAJOR MAILERS ASSOCIATION

MMA/USPS-T13-1

Please refer 1o Library Reference USPS-LR-L-99, which uses the PRC atiributable cost
methodology lo derive cost pools in much the same way thal Library Reference USPS-
LR-L-53 does using the Postal Service's attributable cost methodology. It appears that
several columns are missing on lab page "Letters (4)." Please explain why these
columns are missing and provide an Excel file with those columns included.

RESPONSE:

| 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 mos! rows. The different sets of mail
processing labor cost pools for the PRC and USPS versions have been accommodaled
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 cosls were erroneously hidden. All
columns on Sheel “Letlers (4) (or other sheels) 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 shp0Sprc.xis
and shp08prc.xls, showing the hidden columns, will be filed in revisions to Library

Reference USPS LR-L-99.



RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORIES OF MAJOR MAILERS ASSOCIATION

MMA/USPS-T13-2

Please refer to page 40 of your direct testimony where you indicate that USPS witness
Taufique discusses the Postal Service's reason for including costs for single piece
metered mail in Library Reference USPS-LR-1.-99, which is based on the Commission’s
altribulable cost methodology, but not in Library Reference USPS-LR-L-53, which is
based on the Postal Service's altribulable cost methodology. Please state exaclly
where in witness Taufique's direct testimony this topic i1s 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. 1t is my understanding that the unit costs for
First-Class single piece metered lelters are not required by witness Taufique for his rate
design, so | don't include them in USPS LR-L-53 The reference on page 40 of my
lestimony to witness Taufique was in relation 1o no longer providing First-Class single
piece metered letters unit cosls in USPS LR-L-53, and did not relate to USPS LR-L-99
The inclusion of lhese cosls in USPS LR-L-99 is consistent with past PRC practice and

is not part of my testimony or, as far as I'm aware, that of witness Taufique.

4232



4233

Response of United Slates Poslal Service Witness Marc A. Smith, USPS-T13,
To Interrogatory of Major Mailers Association
Redirected from Wilness Abdirahman

MMA/USPS-T22-2

On page 6 of your testimony you discuss the problem associated with separaling
Nonautomation and Automatlion letler costs within the in-olfice cost syslem. To
solve this problem you have obtained combined the costs from the CRA and
used the mail flow models as the basis o de-average the CRA costs into
Nonautomation and Automation costs. You also indicale that separate costs for
Nonautomaltion and automation letters are no longer available to you.

A. Has the poslal service officially combined Nonautomation and Aulomation
cosls within the in-office cost system? If so, please provide the date when
this change ook place. If nol, please provide the unil costs separately for
Nonautomalion and Automation lelters as delesmined by lhe CRA data
system.

B. Please confirm that you show the total unit cost to process an average
First-Class presorted letter (Nonautomation and Automation combined)
and an average Slandard presorted lelter (Nonautomation and Automation
combined)} as 4.59 cents and 4 06 cents, respectively, for TY 2008 in this
case. {See USPS-LR-L-48, pages 3 and 45) If not, please provide the
correcl total unil coslis.

C. Please confirm that in R2005-1, you showed that the lotal unit cost to
process an average First-Class and Standard presorted letter
(Nonautomation and Automalion combined) for TY 2006 was 4.12 and
4.34 cenls, respectively, as derived in the following lable. If you cannol
confirm, please provide the correct unit cost figures.

(1) (2) (3) {4)

Combined
R2005-1 Associaled Totat Cost Unit Cosi
CRA TY Uit Volume ($ 000) (%)
Rale Category Cost (§) {000} (1) x{3) {3}/ {2}
First-Class: . _ ~ _ e
Nonaulomation . 0.1897 1,949,367 369,707 | o
_ Automation {(No Car Rl) 0.0350 { 43,841671 1534799 |
Carrier Route ) 0.0186 718,203 13,352
Presorled 46 509 242 1,917,859 0.0412
Standard: N
| Nonaulomation 0.1626 3,517,027 571,957
Aulomation 0.0340 1 44600687 1,515,895 ]
Presorled 48,318,487 2,087,853 0.0434

Source: USPS-LR-K-53

D. Please explain why the total unit cost to process presorled First-Class
letters was Jower by 0.22 cents than the total unil cosl to process
presorted Slandard mail for the test year in R2005-1, but higher by 0.53
cenis for the lest year in R2006-1.



Response of United Slates Postal Service Witness Marc A Smith, USPS-T13,

To Interrogatory of Major Mailers Association
Redirected from Witness Abdirahman

E. Please confirm that, for First-Class presorted lellers, the lotal unit
processing cost is expecled o increase by 11.4% (4.59/4.12 -1.00)
between the R2005-1 test year (2006) and the R2006- 1 test year (2008).
If not, please provide the correct percentage increase.

F. Piease confirm that, for Standard presoried lelters, the total unit
processing cost is expected lo decrease by 6.5% (4.06/4.34 -1.00)

between the R2005-1 test year (2006) and the R2006-1 test year (2008).
If not, please provide the correct percenlage increase.

Response.

A_ No, the Poslal Service has not combined auto ard non-auto costs within the
In-Office Cost System, as discussed in witness Czigler's response (0
MMA/USPS-T1-1. Separate aulo and non-auto cosls are provided in USPS
LR-L-151.

B.-C. Answered by witness Abdirahman.

D. Answered by witness Bozzo, USPS-T46.

E.-F. Answered by wilness 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

MPA/USPS-T13-1. Please refer lo your altachment io PSA/USPS-T13-3, your
response to PSA/USPS-T13-9(d), and page 41 of USPS-LR-L-43.

(a) Do you believe thal the most likely explanation for the difference between the
RPW estimate of 1.8 million Periodicals Qutside County parcels and the ODIS estimate
of 36.6 million Periodicals Oulside County parceis is thal ODIS records Periodicals
Qutside County automalion flats thal are between % inch and 1% thick as parcels, and
RPW records these mailpieces as flats? If not confirmed, please explain fully.

(b) Please confirm that 10CS records the costs for Periodicals Outside Counly
automation flats between % inch and 1% thick as Periodicals Outside County parcel
costs. If not confirmed, please explain fully.

(c) Please confirm that the vast majonly of mail processing costs reported for
Periodicals Outside County parcels are probably incurred processing Pertodicals
Outside County flals. If not confirmed, please explain lully.

(d) Please provide the unit cost for Periodicals Oulside Counly nonletters by cosl
pool for each of the cost pools shown on page 41 of USPS-LR-L-43 Produce
documents sufficient to verify your response.

RESPONSE:

a. I do not know. As indicated in my response o PSA/USPS-T13-3, | have only
looked inlo these sorts of issues with regard to Standard Regular. It may be
of help to see the response of witness Harahush o POIR No. 5, questlion 16,

part b.
b. Confirmed.

C. | do not know. See my response to PSA/USPS-T13-1, part e.

d. This is provided in the attachment. The attached spreadsheet, Periodicals
Outside County Non-Letters.xls, contains the calculations using data from

shpOBusps.xls of USPS LR-L-53.
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ATTACHMENT TO MPA/USPS-T13-1

1 0OF 4
RESPONSE OF POSTAL SERVICE WITNESS MARC A, SMITH TO
INTERROGATORY OF MAGAZINE PUBLISHERS ASSOQCIATION. INC.
TEST YEAR MAIL PROCESSING UNIT COSTS
BY COST POOL FOR NON.LETTERS
= f o MGCES 11 (MODS 11 MGDS 12 MODS5 1 MCLS '3 MORS ') mOD5 1Y MOLRS 1) wODS 1) .MQDS 4 MODS 14 MODS 14 MODS 14
. _ _Volumes  D/BCS OCRY AFSMIOC  FSMI1G00 MECPARI SPBS GTW SPBSPRID 1SACKS_M 1TRAYSRT MANF MANL MANP PRIORITY
PERIODICALS QUTSIDE COUNTY-FLATS I 8207322 | 0038 551 ) PRI 1oL tas Lt AL 3T Ze1s G 0 042 3819
(FROM 8ph0Busps.xis. Flais (4], cow 21) . '
 OUTSIDE COUNTY-PARCELS ' AFN 2086 . 36123 PPN 56y T4 883 FRRT 16 48" 'S5 783 FEELEN RLY 0869 45 870
 Zarcals (4), row 21) i ; . '
PERIODICALS OUTSINE CUUNTY-NON-LETTERS ; 8.209 035 } 003 Loz 1753 5350 23 vt zise LR 2 2623 c 095 0042 5029
(WEIGHTED AVERAGE OF FLATS AND PARCELS) | :

NOTE: COSTS INCLUDE LABOR AND PIGGYBACK COSTS.
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ATTACHMENT TO MPA/USPS-T13-1

JOF 4
RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERRQOGATORY OF MAGAZINE PUBLISHERS ASSOCIATION, INC.
TEST YEAR MAIL PROCESSING UNIT COSTS
BY COST POQL FCR NON-LETTERS

A 771MODS?8 MEES 18 MODS 18 MODS 18 MODS5 '8 MODS 19 005 4§ MOCSTe  MODS 99 BMCS BMCS BMCS "BMCS TBMCS

o B o o ExPRESS MAILGRAM REGISTRY REWRAD i1e_;‘o.r..u INTLISC  LD48 Lorg J1SUPP_F1 NMO Ic_)T_Hl_l PLA IPSM 5PBS

. i ‘ . X | | : i i .
PERIODICALS OUTSIDE COUNTY-FLATS | 0004} 2000 | 6 504 ! 5033 3061 254 R cost’ Cadr ! 0000 0105: 0192 000y 0 066

| f !
Pmmqmmomﬁmcmmnfﬁgﬂs;;"'mm[ - 2635, g 11 gs77 zen - 96 529 . b4 493 74020 14 548 1470
15, Parcely (¢). row21) ! . i '
PERIQDICALS QUTSIDE COUNTY-NON-LETTERS |~ "0.004 | 0.006 ! 0005 0033’ 0063 0336 0 5686 G 38" D461 0 500 gie SR 0006 0067
(NEIGHTED AVERAGE OF FLATS AND PARCELS] ) :

NOTE: COSTS INCLUDE LABOR AND PIGGYBACK COSTS.
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ATTACHMENT TO MPA/USPS-T13-1
4 QF 4
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

— e R . BMCs PO/STABR POVSTABR PO:STABR PO/STABR PUISTABR PO/STABR PO_IS_'I_'.@@E’PQ@TQ{_BR*'
R _ S8M JALLIED AUTO/MEC EXPRESS MANF TMANL [MANP 1_M|§c 'REGISTRY |
i ' ‘ i
e . | : . . R
PERIODICALS QUTSIDE COUNTY-FLATS Lot roas oo : 227 oont] o030l T ouss T o003l yewy
(FROM 3pn08usps.ds. Flats (4], aw 21) .
PERIODICALS QUTSIDE COUNTY-PARCELS . 58396 8746l - 43 448 T2E2Y 17Q CTRGT 4606 1TT9 2610443
(FROM sphC8usps.xls. Parcels (4). row 21} . . . .
PERIODICALS DYTSIDE COUNTY-NON.LETTERS | 0138 1955 0022 0 0og 2296 gose’ 0067 o505 Qo4 14238
(WEIGHTED AVERAGE GF FLATS AND PARCELS) - . . . . | .
S - - - : ' ) I ]

NOTE: COSTS INCLUDE LABOR AND PIGGYBAGK COSTS,

6ETP



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

MPA/USPS-T4-1. This question refers to:

s USPS-T-13, Attachment 13, which shows a unit Penodical Outside County
cost for parcels of approximately $26.

s The attachment to PSA/USPS-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.

o 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 Qutside County parcels is that some Penodicals “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 1OCS for Pertodicals Outside
County parcels are actually costs for Penodicals Outside County pieces that
“show as flats on mailing statements”? If not, please explain fully.

RESPONSE:
a. Quite possibly, but | can not say for sure.
b. I don't know. It is possible, but [ have not studied this. Please see my

response to PSA/USPS-T13-7.
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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 al plants.” Please
also refer to lines four through six on page 21 of your lestimony where you state,
“In FY 2005, 59 percent of flat mail incoming secondary (non carrnier-route
presont) 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 Penodicals Outside County non-carrier route
presort flats received manual incoming secondary sorts? Piease explain your
calculation and produce, or provide citations to, underlying documents sufficient
lo replicate your results. If no data specific to the Periodicals Outside Counly
subciass are available, please provide your best estimate and explain the
rationale for your estimate.

(c) What was the Postal Service's tolal piggybacked FY 2005 Penodicals
Outside County manual incoming secondary flal sorting cost? Please explain
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 the
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 L R-L-137) are applied to

obtain the piggybacked costs.

4241



Columns

Cost Pool

Manual Flat Sorting at Plants

Manual Fiat Sarting at Post
Cfficas, Stations and Branches

Total Cost

Source:

RESPONSE OF POSTAL SERV'
INTERROGATORY OF MAGAZIN.
REDIRECTED FROM WITNESS MCCRERY

Manual Incoming Secondary Flat Sorting

(1}
Peripdicals
Qutside County
Volume Vanable
Labor Cosls
{in 000s of §)

49 399

146,602

USPS-T-11
Tabie 3

(2}
Share of
Costs for
Incoming
Secondary

33 65%

83 6C%

I0CS-see nole

{3)
incoming
Secondary
Labor Costs
{(n 000s of 3)

16.623

93 239

109 862

Ct-C2

ATTACHMENT TO MPA/US: (4241
VITNESS MARC A. SMITH TO

+BLISHERS OF AMERICA, INC,

FY 2005 Periodicals Outside County Piggybacked Processing Costs for

(4]

Piggyback

Factor

1.258

1254

USPS LR-L-137

{5)
tabor and
Piggyback
Costs
(in 00Cs of §)

20911

120651

141 863

Ci~C4

Note: Data from In-Office Cost System (I0OCS) was used to determine the incoming secondary share of Periodicals Outside County direct tailies for

eacn of these cost pools. For manual sofling at the plant. this was determined by the percenmtage of direct talligs with MODS operation

no. 175 for manual incoming secondary. For manual sorting at post ¢ffices stations and branches the share of incoming secendary sorting was
determined based on the share of direc! tallies with the respanse on I0CS guestor 18D2 of "07 for incoming secondary. (For manual sorting at
plants, the percent of direct tallies for the MODS incoming secondary gperation no 175,15 ciose 10 the gercent based on [OCS incoming secondary
scheme, option D of Q18dC2, 33.65% vs 32.41%)
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO
PRESIDING OFFICER’S INFORMATION REQUEST NO. 10

In response to PSA/USPS-T13-1.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-LLR-L-53

Withess Czigler's response to PSA/USPS/T13-1.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 percent and 13 4
percent, respectively. Generally, CVs of this magnitude are considered to
be high. These unit costs are important because they are used to 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 not, why not?
If yes, did you convey your concerns to your superiors? If not, why

not?

b. Did you alert the rate design analyst responsible for ECR of this
potential problem? If not, why not?

C. Have you undertaken any additional stud.es or analysis to identify
the cause of this outcome? If not, why not?

d. Have you undertaken any analysis to develop an appropriate
adjustment? If not, why not?

e. if no additional studies or analysis has been performed to identify

the cause of this autcome, please undertake such an effort and
indicate when a discussion of the actual cause can be provided.

f. If no appropriate adjustment has yet been identified, please
develop such an adjustmen*

RESPONSE:
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO
PRESIDING OFFICER’S INFORMATION REQUEST NO. 10

Yes, | considered the Standard ECR parcel processing cost, which
exceeds $24, as anomalous. |did not alert my manager or others
regarding the high processing unit costs for Slandard 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 icok into an apparent inconsistency between costs and
volumes for Standard Regular parcels, as | indicate in my response
to PSA/USPS-T13-3. Pricing personnel identified what they thought
was the reason for the inconsistency - that parcel shaped pieces
which qualified for automation flat rales were reporied as flats in
RPW, but as parcels in our costs - as | discuss in my testimony,
USPS-T-13, pages 34-35.

In fooking 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.1 It shouid also be noted that in preparations for this
docket and the last docket, | was not aware of the Postal Rale
Commission’s interest in addressing the anomalous Standard ECR
parcel costs.
For these reasons, it was not pursued.

b. No, | did not alert the rate design analyst responsible for ECR of
this cost anomaly. As | indicated in my response to part a, |
addressed inconsistencies between volumes and costs for
Standard Regular parcel costs; no indication of need was

forthcoming on ECR parcels.

o No, see my response to part a.
d. No, see my response 1o part a.
e. As | indicate above, the source of the Standard ECR parcels cost

anomaly is unclear. In addition, | am not able 1o say when the
actual cause of this anomaly can be determined. | am told that the
Postal Service has been investigating this issue in response to the
questions raised in POIR No. 5, question 16, and is considering
collecting additional data. The resuit of this work is not likely to be
available for this rate case.

Data currently available, however, can shed some light on

this. | have attached, in Attachment 1, the mail processing labor

' See Postal Service response to POIR No. 2, question 3 in Docket No. R2005-1.
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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 Postai 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.> 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, | indicate that an
estimate of the inconsistency between Standard Requiar 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.
R97-1 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 Bozzo, 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 (o FY 2005, see the documentation provided in each of the
Dockets listed in Attachment 1.
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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 parcets in ODIS-RPW
volumes by shape. Attachment 2 shows the comparison of RPW
by shape and ODIS-RPW volumes by shape for Standard Reqguiar
The fast column bas the ratio of RPW by shape volumes (USPS
LR-L-87/mailing statement based) to ODIS-RPW sample based
system volumes for Standard Regutar 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 aboul 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 inconsistency 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
ODIS-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. Itis one that has grown
over time and it appears that this divergence has been present in
the whole FY 1996 to FY 2005 time period. This divergence was
present before the FY 1999 implementation of the parcei rate
surcharge for Standard Mail.

An approach is to apply the same adjustment 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
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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 paraliel way.
| 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 parceis 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.
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO ATTACHMENT 1

PRESIDING OFFICER'S INFORMATION REQUEST NO. 10 7O QUESTION 2

MAIL PROCESSING LABOR UNIT COSTS FOR PARCELS FOR USPS AND PRC METHODS
BASE YEARS FY 1996 TO FY 2005*

USPS LABOR UNIT COST TRENDS

BASE YEAR 1996 1998 1999 2000 2004 2005
FIRST- CLASS SINGLE-PIECE 4377 45 52 47 55 53 33 61 06 87 68
FIRST-CLASS PRESORT 20.68 110.59 87 78 163 68 184 02 203.95
STD ECR 907 2159 91 50 117 14 595 08 1.637.91
STD REGULAR 17 22 077 3162 37 89 50 43 46.58
DOCKET NO RG7-1 R2000-1 R2000-1 R2001-1 R2005-1 R2006-1
USPS LR- H-106 1-81 1-464 J-46 K-148 |.-143
SPREADSHEET CSTSHAPE XLS MPSHAPBN xis SPO9USPS xis shp0Qusps xIs  shpd4usps xls  shpD5usps . xls

PRC LABOR UNIT COST TRENDS

BASE YEAR 1996 1968 1999 2000 2004 2005
FIRST- CLASS SINGLE-PIECE 58 81 48 19 51 89 58 77 68 54 7092
FIRST-CLASS PRESORT 26 55 BS 10 62 00 12158 159 17 207 36
STD ECR 12 30 25 8208 12579 604 Q6 1,376 17
STD REGULAR 23 90 3252 3367 40 46 58 46 50 23
DOCKET NO. RG7-1 F2000-1 RZU0- 1 R2001-1 R2005-1 R2006-1
USPS LR- H-320 1-137 idng J-81 K-99 L-99
SPREADSHEET CSTSHAPE XLS MPSSHA-1 a1y wEab RO as shpidCpre als shpddprc xis shpQSprec als
*USING THE SPREADSHEETS LISTED ABOVE CALCULATIONS MERE L fE B Tan s THE TOTAL LABOR PROCESSING COSTS
FRCM SHEET PARCELS {2) AND DIVIDING 8Y BASE YEAR L QLM S bk b a1 CATEGORY FOR DOCKET NO R97-1

SEE SHEET ADJ. PARCELCST COSTS FOR THESE SHEETS ity . 1L a0, e mbEET AND PREMIUM PAY ADJUSTMENTS

0sZ¥
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ATTACHMENT 2
RESPONSE OF POSTAL SERVICE WITNESS SMITH TO TO QUESTION 2
PRESIDING OFFICER'S INFORMATION REQUEST NO. 10
COMPARISON OF STANDARD REGULAR RPW AND ODIS VOLUMES BY SHAPE FOR FY1996 TO FY2005
ORIGIN-DESTINATION INFORMATION SYSTEM DESTINATING RATIO OF RPW TO
RPW SHAPE REPORT VOLUME BY CLASS & SHAPE VOLUME BY CLASS & SHAPE ODIS FOR
Volume In Thousands Volume In Thousands PARCELS/IPPS
Controlled 1o RPW VOLUMES
Source. LR-L-87 Shape GFY 2005rV xis and predecessors Souwrce US-RPW LDS Me and pradecessors

FY Letters/Cds. Flats Parcals/IPPs All Shapes Letters/Cds. Flats Parceis/IPPs All Shapes
1996 26,762,761 11,776,419 911,794 39 450 974 26 556 590 12 080 85Y 813532 39 450 974 1121
1997 27,987 649 13 865.284 852716 42 705649 29015635 12 850 065 230 949 42 705 648 1026
1998 30.082.582 14 714 976 854 093 45 651 650 31176 %49 13614 40 BS7? 300 45 651 650 0 996
1999 33.724 748 15421273 799 839 49 945 B60 34 345 119 14688 77) 911 769 49 945 860 0ar7
2060 37.872.913 15771 844 711753 54 356 510 38 23109 15 308 226 825175 S4 350 510 0863
2001 40,421,962 14,996 482 676.623 £5095.067 doo3dd 696 '3 U8B UBY 782 342 56 095 067 0 865
2002 40.725,212 13,497 171 640 574 54 862 958 404t 299 1a 01 353 804 306 54 862 958 0 796
2003 43.928 876 13.625.157 610 Q21 58 1684 054 43 248 178 14048 5535 8173714 S8 184 054 Q746
2004 43117 714 13,859,534 5890.572 62.567 820 47 479534 14,306 .463 781823 62 567 820 0755
2005 51,289,509 14,028 B61 600.304 65918674 50 560 811 14 573.851 T84 012 65918 674 0766
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ATTACHMENT 3
RESPONSE OF POSTAL SERVICE WITNESS SMITH TO TO QUESTION 2

PRESIDING OFFICER'S INFORMATION REQUEST NOQ. 10

COMPARISON OF STANDARD ECR RPW AND ODIS VOLUMES BY SHAPE FOR FY1996 TO FY2005

ORIGIN-DESTINATION INFORMATION SYSTEM DESTINATING RATIO OF RPW TO

RPW SHAPE REPCORT VOLUME BY CLASS & SHAPE VOLUME BY CLASS & SHAPE QIS FOR

Volume In Thousands Veolume In Thousands PARCELS/IPPS
Controlied 1o RPW VOLUMES
Source. LR-L-87 Shapa GFY 2005rV xls and predecessors Scurca CDIS-RPW UDS fife and predecessors
FY Letters/Cds. Flats Parceis/IPPs All Shapes Letters/Cds Flats Parcels/IPPs All Shapes

1956 15,102.584 16,915 917 70.853 32.085.354 15 105610 16 856 478 125 266 32 089 354 0 566
1997 13,938,145 20,383,605 55.043 34,376.793 16 148 760 18 145 232 B2 601 34 376 793 0665
1998 15,081,974 21.564.244 49 997 36706 215 16 757 51 19 463 665 B85 duy 36 706 215 0 585
1999 13.531.544 22,118.596 23674 15673814 140365 305 20 231515 7o 994 35673844 Q 307
2000 11.852.684 23.750.828 17125 3500837 12097595 23 501 006 107 535 35700627 Q159
2001 10,307 620 23.529.662 £.080 A3 843 362 9db? U7 21866 41 107 872 33 843 382 0056
2002 9.716 807 22 640,951 9920 32367678 8404 191 23457 370 106 117 32 367 678 0093
2003 8,737 941 23453648 2873 12194 462 g it1 TR1 23045 575 137 104 32 194 462 0021
2004 8,500,989 24 492,846 1 766 32995 T g nLu 349 24 253 825 91 528 32985701 Qo019
2005 9,040,800 25.951.881 737 35023418 YUIg B34 25918785 64 798 15023418 oan

[ATA
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ATTACHMENT 4
TO QUESTION 2
RESPONSE OF POSTAL SERVICE WITNESS SMITHTO
PRESIDING OFFICER'S INFORMATION REQUEST NO. 10

STANDARD ECR FLATS-PARCEL COST ADJUSTMENT FOR COSTS BY SHAPE

PART I: CALCULATION OF RPW/RPW-0ODIS RATIO FOR STANDARD ECR PARCELS

ORIGIN-DESTINATION INFORMATION SYSTEM - REVENUE PIECES 8 WEIGHT
STANDARD MALL DESTINATING VOLUME BY SHAPE. FY2005
Volumes tn 000s

ODis Letters & Cards Flats IPPS/Parcels Total
STANDARD MAIL FCR-RT 6,867,690 19 64 BGA 49,228 26.607.786
All OTHER 52,735,909 15 201 463 817.802 68.759.674
ALL 59,607 .600 34897 831 867.030 95 367 461
oDis Letters & Cards Flats IPPS/Parcels Totai
Distribution Key % ECR-RT 25 8% T4 0% 02% 1 1
OTHER 76 7% 22 1% 12% 1 !
ALL
RPW Votumes with ODIS Shape Shares
Letters & Cards Flats IPPS Parceis Total
RPW Adjusted ECR-RT 9.039.834 25918785 A 798 35623418
STANDARD MAIL OTHER 50.560,811 14 573 851 784012 A5 918 AT
Alb ALl 59.600.645 10492 h36 848 810 100 wa fud
100 942 (K1
RPW Volumes by Shape
RPW ECR-RT 9,040,800 25981.881 137 REECAR RN
STANDARD MAIL OTHER 51,289,509 14,028 861 6500 304 65 418 674
All ALL 60,330.308 40010 742 60t 041 100 942 (41
100 M2 091
RPW/RPW-ODIS ECR 0.011374118

PART Ii: CALCULATION OF ADJUSTMENT

Uit Costs With Finat
Reconciiation Factor
Unadjusted Costs Unadjusted Unit Costs
Std. ECR Unit Costs n/a 1.96 2.472.41 1.94 2,450 04
Total ECR Costs 508.840 18.222
Split of Parcel Costs to Flats & Parcels 18.015 207
Adjusted Costs Adjusted Unit Costs
Total ECR Costs 526.854 207
Std. ECR Unit Costs 2.03 28.12 2.01 27.87
Adjustment Ratios 1.035 0.011374118 1.035 0011374118

Based on USPS LR-L-53, shp08usps.xls



RESPONSE OF POSTAL SERVICE WITNESS SMITH
TO POIR NO. 10, QUESTION 3
{Heading Revised August 18, 2006)

3. Please identify the source and verify the amount of $124.054,000 for the
FY05 Parcel Sorting Machine (PSM) cost pool as shown in tab
PPSM&SPSM of both MPPGBYO8PRC xis in USPS-LR-L-98 and
MPPGBYO08.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 to adjust Primary and Secondary PSM volume
variable costs. Please provide a revised version of the aforementioned
spreadsheets if deemed necessary.

RESPONSE:

The source for the $124,054 000 for the FY05 PSM cost pool for both
spreadsheets is Wilness Van-Ty-Smith, USPS-T-11, Table 1. This is the
accrued costs for both the USPS and PRC PSM mait processing labor cost pooi
(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 activilies 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 be inappropriate for the

labor costs associated with the PSM MODS operation, since it would overstate
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RESPONSE OF POSTAL SERVICE WITNESS SMITH
TO POIR NO. 10, QUESTIOM 3
{Heading Revised August 18, 2006)
the amount of equipment and facility-related costs. The ratio, 1.43 (whichis
equat to $177,712,139/$124,054,000), apptied in the adjustment is meant to
expand the labor costs to be consistent with the MODS operation in order to get
a more accurate piggyback factor.

This adjustment is required due to two changes made since Docket No.
R2005-1. 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, I0CS 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 Bozzo, 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 poot 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 fower 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 POIR NO. 10, QUESTION 4

4. Please refer to the revised USPS-LR-L-98, spreadsheet MPPGBYOBPRC .xls,
Tab | which produces a reference error when attempting to update the link to
TYOBEquipment.xis. The equipment depreciation spreadsheet provided in
USPS-LR-L-54 is not the same as the one used in Tab | of MPPGBYQ8PRC .xls.

Please either correct the linkage in MPPGBYD8PRC xls or provide a new
TYOBEquipment.xls.

RESPONSE:

Revised versions of MPPGBY08PRC .xls and MPPGBYOSPRC.xls for USPS-LR-
L-98 and MPPGBY08.xis for USPS-LR-L-52 will be provided 1o address these reference
errors. No results have changed, but the references in these spreadsheels now

correctly line up with the equipment cost spreadsheets in USPS-LR-L-54.



RESPONSE OF POSTAL SERVICE WITNESS SMITH
TO POIR NO. 4, QUESTION 1

1. Please provide the source for the ‘Shift of BMC space to 1ISC’ data in USPS-LR-
L-54 in workbook fcilty05 xIs on page |-15.
RESPONSE:
The source for the data, though not provided in LR-1L-54, was briefly described at page
17 of my testimony, lines 4-7, as based on dala from the 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 to ISC categories was the same dala used in editing the
survey resulls, as discussed in my teshmony in Docket No. R2005-1, USPS-T-13,
pages 26-27. As indicated there, the original survey data idenltified the international
operations space at all major faclities. as parl of the international category, consislent
with the FY 1999 definition of the mall processing International labor cost pool. An cdit
removed international operations space located at non-1SCs from the International
calegory to the appropriate non-International operation to be consistent with the ISC
based definition of the International cost pool for the FY 2000 CRA. As indicated at

page 27: "[Flor 47 non-1SC facilities, 185,092 sq. It. were shifted to non-international

operations.” The bulk of this space ,167,980 sq. fi., was localed at this paricular BMC.

The shift of this space from BMC 1o ISC in my current testimony was a reversal of the
edit made in the original study. The shift of this space to I1SC just restores the

treatment of this space in the original survey data.

' BMC space was shifted to the 1ISC 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-11.
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.
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO
POIR NO. 4, QUESTION 2

2. Please provide the source for FY 2008 annual equipment depreciation data in

USPS-LR-54 in workbook TYQ8Equipment.xls on page 1V-10.

RESPONSE:

The FY2008 annual depreciation for the equipmenl categortes on page [V-10 is
developed wilh two main sleps. The first step is 1o eslimate the \est year depreciation
for the equipment existing in the base year (or FY 2005). The second stepis lo
determine the additional depreciation expected for the test year due lo 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 tesl year depreciation for the
equipment calegories on page 1V-10 is done s0 as to be consistent with the overall
projecled tesl year equipment depreciation, included i the revenue requirement, as
discussed below. This two-step process mirrors the calcufations used lo develop the
overall test year deprecialion estimates for the revenue reguirement.

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 assels 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 deveioping the FY 2005 depreciation costs and identifying equipment records
by equipment type for equipment that will become fuily depreciated by FY 2008. In the
case of mail processing equipment, which has a 10-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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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO
POIR NO. 4, QUESTION 2

first three months of FY1998. {The elimination of the equipment purchased in the first
three months of FY 1998 is an approximation of reduced lesl year depreciation
associated with the equipment purchased during FY 1998, which will nol have a full
year's depreciation for FY 2008.) In addition, for equipment acquired during FY 2005,
deprecialion is augmented to reflect the full year deprectabion for such equipment dunng
FY 2008. This provides an estimate of the FY 2008 depreciation for equipment in use in
the base year.

It is then necessary lo determine the additional FY 2008 depreciation by
equipment type arising from equipment purchases in the penod FY 2006 lo FY 2008
Capital budget information is used to estimate the amount for each equipment type |
was provided estimates of expenditure for each capilal program based on the copstod
budget. For many programs these eslimales are closely held o avoid interfering with
procurement actions that will be undertaken in the future. The amount of expenditure
by equipmenl type per year is calculated using these program expendilure estimaltes,
and is reconciled, generally adjustied downward, 1o be consisient with the total projected
expendilures shown in LR-L-50, chapter 5, section J, pages 234-5, in the third column
called "Cash Flow,” for the years FY 2006 to FY 2008. For each equipmenl type, the
projected expenditures 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 assbciated with the total expenditure for these two years is 10 percent of
the total expenditures. For expenditures during FY2008, such eguipment 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



RESPONSE OF POSTAL SERVICE WITNESS SMITH TO
POIR NO. 4, QUESTION 2

percent of FY 2008 expenditures are included in FY 2C08 depreciation. For each
equipment type, the additionat FY 2008 depreciation due to FY 2006 to FY 2008
purchases is added to the FY 2008 depreciation estimaled for the base year equipment
1o obtain the tolal FY 2008 depreciation.

This process mirrors that used {o develop the depreciation estimates in the
revenue requiremert. See USPS LR-L-50, chapter 5, section J, pages 234-5, or see
USPS LR-L-50 data files, folder "“Model,” spreadsheet Input_06.xls, sheet
“Depreciatior.” For exarﬁple, the determination of the FY 2006 mail processing
depreciation s shown in row 59 The starling point is the Adjusled Base from FY 2005
in cell B59 of $606,998 558 This is the annual depreciation of existling assets as of
9/30/05  This is below the actual FY 2005 depreciation of $763.868,752 due to a large
amount of assets that became fully depreciated in FY 2005, This figure also reflecls the
full annual depreciation for assets added in FY 2005, since such assels will have a full
year's depreciation for FY 2006. The amoun! of added egqupment in FY 2006 1s
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 that 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 ali of the added equipment will
have a half year's depreciation. Thus half of the $98,684,303 is added lo the adjusled

base to get the FY 2006 depreciation estimate of $656,340,709 in cell M59,
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO
POIR No. 4, QUESTION 16

16. In USPS-LR-L-52, workbook MPPGBYO08 xis, tab H, cell D98 contains the
formula '=1{C80." Shouid the formula actually be =I'G80°? If not, please explain.

RESPONSE:

Yes, cell D98 should be '=1'G80’. Likewise, cells E98 and F98 should be ‘=I'H80’ and

=1I'1BO’, respectively.

In addition, a minor correclion is made in celis G98, H98 and 198 in the same way
as shown below for G98. The second lerm is changed from:
+'C1$J820"1G352*(E'$K101/E!$Q$13)
to
+'C'$J$20"1'GE50*(EISK103/ET$Q$13)

where 1G$52 is changed to "I'G$50."
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RESPONSE OF POSTAL SERVICE WITNESS SMITH TO
POIR NO. 4, QUESTION 17

17. In USPS-LR-L-52, workbook MPPGBY08.xis, lab H, cell D99 conlains the
formula ‘=1'C81." Should the formula aclually be "'=1'G81"? If not, please explain.

RESPONSE:

Yes, cell D99 should be ‘=!{G8%1". Likewise, ceils E39 and F99 should be '=I'H81 and

‘=1181', respectively.

In addition, a minor correction is made in cells G99, H99 and 199 1n the same way
as shown below for G89. The second term is changed from:
+C1$J$20*11GE52*(EIPK102/E1$Q313)
to
+'C'13J$20M G50 EITK102/E13Q%13)

where I'G$52 is changed to "1'G$50."
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RESPONSE OF POSTAL SERVICE WITNESS SMITH
TO POIR NO. 6, QUESTION 3

3. Please refer to shp0O8usps.xis in USPS-LR-L-53.

da.

Please confirm that the formula for the cells in row 37 on lab ‘Flats(2) is
‘=(Flats!A37 + Letters? A37) * Pool! A$8°Pool' A$14°Class!$E37, where 4
equals the appropriate column designation (as opposed 1o '=FIats!A37 *
Pool! A$8 * Pooll A$14 * ClassI$E3T).

Please refer to shpO8usps.xis in USPS-LR-L-53. Pilease confirm that the
formula for the cells in row 39 on tab 'Flais(2) is "=(Flats!A39 + Lelters!
A39) * Pool! A$8’Pool! A$14°Class!$SE39,” where A equals the appropriate
coluran designation (as opposed to ‘=(Fiats!'A39) * Pool! A$8 * Poolt A$14
* Class!$E39").

If confirmed, please provide a rationale for combining MODS pool letter
costs with MODs pool flat costs 1o calculate mail processing costs for flats.

RESPONSE:

Confirmed.

Confirmed.

LLetler and flat mail processing costs were combined to calculate the flats mail
processing costs for both Bound Printed Matter and Media Mail for the
following reasons. First, there were no leller volumes reporied for either
Bound Printed Matter or Media Mail in the RPW by Shape Report (USPS LR-
L-87). Second, the letler mail processing fabor costs for Bound Printed
Matter and Media Mail were small enough relative to the costs for flats fo
minimize any distortion in the costs for flats. Shp0B8usps xIs, sheet “Letlers”
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
in 1000s of dollars.



4264

RESPONSE OF POSTAL SERVICE WITNESS SMITH TO
POIR NO. 6, QUESTION 5

5. Piease provide an updated version of USPS-LR-L-98 to reflect the changes
made in 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 changes made to USPS-LR-L-52 was

filed on June 27, 2006.
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RESPONSE OF POSTAL SERVICE WITNESS SMITH
TO POIR 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 USPS-LR-L-6,
TY2008BR_FacilSpace_Equip_UseTY_USPS_ForFiling XLS and
TY2008AR_FacilSpace_Equip_UseTY_USPS_ForFiling XLS do not match the
factors for those components calculated in the file Ty08Equipment XLS which is
found in USPS-LR-L-54. Please reconcife the differences.

RESPONSE:

The factors in TyO8Equipment. xls, found in USPS-LR-L-54, are correct. Non-
final resuits 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 distnbution
of equipment depreciation costs for the test year. This shift between components will
resuft $257,601 being distributed using the General and Logistics Non-BMC disirbution
of component 1219, rather than the FSM distribution of component 1208 The impact

on any class or subclass from this different distnbution wii! be only a fraction of the

$257.601.



RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 4266

INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-1

PSA/USPS-T13-1. 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

Mail Category Unit Costs (in Cents}
First-Class Single Piece Letters 102 49
First-Class Presort Letters 303.81
Penodicals Within-County 304.70
Penodicals OQutside County 261044
Standard Mail Enhanced Carner Route 2.450.04
Standard Mail Requiar 59 .60
Parcel Post 12592
Bound Pnnted Matter 62.28
Media Mail 111 67

(a) Please confirm that Table 1 accurately reports the unit mail processing cosis
for parcels from Attachment 14 of your testimony. If not confirmed, please
provide the correct figure.

(b) Please provide the coefficient of variation for every figure in Table 1.
{c) Do you believe that the umit 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 jor 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 resuit.

RESPONSE:

a. Confirmed.

b. Redirected to witness Czigier, USPS-T-1.

C. The First-Class Presort parcels unit costs appears to be anomalous and |

do not know why it is so large.

Page 1



RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-1
The Standard Mail Enhanced Carrier Route parcels unit costs appears to
be anomatous and 1 do not know why it is so large.

The Periodicals Outside County parcels unit costs appears to be

anomalous and | do not know why it is so large.

Page 2
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 1268

INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-2

PSA/USPS-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-Parcei Cost Adjustment? If so, please describe the other
methods considered and provide the results of the other inethods.
RESPONSE:
I did get three suggestions on doing the adjustment differently at various points in
my work prior to Docket No. R2005-1 (where | first used the adjustment) and
prior to this dockel. | dorv't remember giving them much consideration. | did not
have resuits for these alternative approaches in terms of base year cosls, but |
can supply the following information.

The first suggested approach was to use the ratio of LR-L-87 Standard

Requiar parcel volumes to non-RPW controlled ODIS-RPW volumes for

Standard Regular parcels. This would be used in vlace of the ratio in Attachment
13 which uses RPW controlled ODIS-RPW volumes as the denominator. The
impact of this suggested approach, if computed using the data in Altachment 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 | 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 8 or 11-digit barcodes and those

without. The Postnet 9 or 11-digit barcode was to be an indicator of automation

Page 1



RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-2
flats preparation and costing such 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. It was determined that the Postnet 9 or 11-digit
barcodes on parcels was not a good indicator for automation flats preparation, so
this was dropped.

| also looked into using data from a new question from the revised 10CS
{Question number Q23A2). The new guestion was intended to allow for
dentification of parcel shaped pieces thal were 3/4™ to 1 1/4™ inch thick. An

examination of this data suggested the need for a better understanding of this

data before utihzing o

Page 2
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 4270
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-3
PSA/USPS-T13-3. Please refer 1o Attachment 14 of your testimony and lines 1-3
on page 35 of your testimony where you state, "An estimate of the inconsistency
can be obtained by comparing RPW 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. | was specifically requested to address an alleged
inconsistency in volumes and costs for Standard Regular parcels. | investigated
and found there to be an inconsistency due to the treatment of some parcel
shaped pieces as automation 1zte flals and so made the adjustment in my
testimony  In this case | found the volume disparity cited above as a good

measwe of the inconsistency of the costs and volumes. | have not studied other

subclasses or categones of mail regarding parcel unit cost anomailies.

Page 1
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION
PSAMUSPS-T13-4
PSA/USPS-T13-4. Please refer to lines 3-5 on page 35 of your testimony where
you state, "ODIS-RPW volume reperting by shape is consistent with the reporting
of cost by shape since both OBIS-RPW and cost systems are sample based and

use the same methods to 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 ODIS-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.

() Please provide the definition of an IPP used in cost systems.

(g} Please provide the definition of a parcel used in cost systems.

{h) Accoraing to ODIS-RPW, what shape is a 5" x 53" x 4" cardboard box
containing a CO or DVD in a rigid “jewel case™?

{1} According to cost systems, what shape is the piece described in subpart (h) of
this interrogatory?

RESPONSE:

a There may well be differences in the methods used io determine mail
subclass, but | have not examined this. Please see LR-L-21 for the 10CS
handbook and the documentation of the process used to determine
subclass in LR-L-9. Also see Dockel No. R2005-1, LR-K-21 and LR-K-22
for the other cosl systems and ODIS-RPW handbooks.

b-d  See Docket No. R2005-1, LR-K-22, Data Collection User's Guide for
Revenue, Volume and Performance Measurement Systems, Handbook F-
75, pages 3-67, 3-68, and 3-187 to 3-189.

e-q. SeetR-L-21, Data Collection User's Guide for In-Office Cost Systemn,
Handbook F-45, pages 8-5 1o 8-8 for IOCS, and Docket No. R2005-1, LR-
K-21 Data Collection User's Guide for Cost Systems, Handbook F-65,
pages 4-28 to 4-32 and 4-71 10 4-72 for the Rural Carrier Cost System

(RCCS). For City Carrier Cost System (CCCS) see LR-L-23,

Page 1
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 4273
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-4
Supplemental Statistical Programs Policies and Data Collection
Instructions, SP Letter #4, FY 2005. The Transportation Cost System
(TRACS) does not record shape information.
i am told that the dimensions of this piece would make it fail into the flat
category for the ODIS-RPW sample based system. See Docket No.
R2005-1. LR-K-22, Data Coflection User's Guide for Revenue, Volume
anda Performance Measurement Systemns, Handbook F-75, pages 3-187 1o
3-139.
In IOCS a piece with these dimensions would be a flat. For CCCS, t am
told such a piece would be defined as a flat for carriers with a One-Bundle
Shding-Shelf (OBSS) case, based on the piece dimensions as indicated in
LR-L-23. Supplemental Statistical Programs Policies and Data Collection
Instructions, SP Letter #4, FY 2005 if a city carrier still had separate
lettor and flat cases then piece shape is defined based on where it is
cased tamtold RCCS records Compensation Category, not shape. For
the 57 x 5 4" x %7 jewel case, the mail piece could be one of several
compensation catlegories, depending on extra services, the orientation of

the address, and whether or not the mail piece could be cased.

Page 2
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REVISED 8/22/06
RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-5

PSA/USPS-T13-5. Please refer to lines 7-22 on page 34 of your testimony, which

discusses the inconsistency hetween the cost and volume data that necessitates

the Standard Regular flat-parcel adjustment.

(a) Is 1he classification of cost and volume of pieces that are between 34" and 14"

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 inconststencies.

(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

s0. please explain fulty.

Response:

a No. DMM section 3071.3.4.2 allows automation flats rates for pieces longer
up to 15-3/4 inches, whi'e the IOCS and CCCS have a 15 inch maximum
length for flats.

In addition, | 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 % inch thick which the RPW by shape volume (LR-L-87)
treat as flats, but RCCS treals 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

wili 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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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-6

PSA/USPS-T13-6. Please refer to your response to PSA/USPS-T13-2 where you
state, “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 11-digit barcode was to be an indicator of automation
flats preparation and costing such pieces as flats, with the remainder as parcels.
The impact of this approach was a 35.7% reduction in the parce! unit costs based
on FY 2000 IOCS data. It was determined that the Postnet 9 or 11-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 parceis was not a good indicator for automation flats
preparation.”

(b} Please explain how “[i]t was determined that the Postnet 9 or 11-digit
barcodes on parcels was not a good indicator for automation flats preparation.”
{c) Piease confirm that reducing 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 If not confirmed. please provide the correct figure.

Response:

a-b. A brief examination of Postnet barcodes as an indicator of automation flats
rate preparation showed that Postnet 9 ar 11-digit barcodes could be
found on Standard Regular parcels (thicker than 1 2 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 11-digit
barcodes on the address labels for all their Standard Regular parcels,
whether or not such pieces are prepared for automation fiats rates. it
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

1
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-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 3/4" inch thick which are treated as flats in ODIS-RPW sample
based volumes, but treated as parcels in the CCCS and RCCS are pieces:

. put 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 rurat
carriers or
. that are sufficiently ngid 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
substantialiy 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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RESPONSE OF POSTAL SERVIC i TNESS MARC A. SMITH TO
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-7

Question Q23A2 for FY 2005, Q1 and Q2 VS. FY 2005 Q3 and Q4
Options C and E Modified

FY 2005, Q1 and Q2

Q23A2 IPP/Parcel Characteristics —_—
- - -
Does the IPP or Parcel have any ¢ the ‘oucwang cnaracienstcs” Crovse tre FIRST appucable cplon.)
A Roll Tube less than cr equal 267 In Length
B Non-Unitorm Thickness and ar Non-Rectangular Snape
C Length less than 6" or Height less than 3" or Thickness less than 147
D "USPS (FSM) 1000 Approved Poly{wrap)” on piece

E Length less than or equal lo 13" and Heigh! 1ess than or agual to 127 and Thickness less than or equal to 1 1/4°
F Naone of the Above

Source: USPS LR-L-21. F-45 Handbook. page 8-8.

FY 2005, Q3 and Q4

Q23A2 IPP/Parcel Characteristics S

e ——
Does the (PP or Parcal have any of the foliowing characlenstics? (Choose the FIRST appiicable option.)
A Roil/Tube iess than or equal 26" in Length
B Non-Uniform Thickness and/or Non-Rectangular Shape
C Small Package (Lenglh fess than 6" OR Height less than 3" QR Thickness fess than 1/4")
D "USPS (FSM) 100C Approved Poly{wrap)” on piece
E Ovarsized "Flat” (Length iess than or equal to 13" AND Meight Isss than or equal o 12
AND Thickness less than or equal to 1 1/4%)
F None of the Above

Scurce: USPS LR-L-9, Appendix H.

ATTACHMENT

6LTY



RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-8
PSA/USPS-T13-8. Please refer to your response to PSA/JUSPS-T13-2 where you
discuss “suggestions on doing the adjusiment 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 that the Standard Reqular Flat-Parcel Adjustment is an inexact
science or that it increases the vncertainty on Standard Regular parcel unit cost
estimate.

As | indicale at page 34 of my testimony, the need for the adjustment
stems from an inconsistency between cost and volume data. As | indicate at
pages 34-35, and in my catculations in Attachment 13 (and LR-1.-53), l use the
ratio of Standard Reqular parcel vohumes from RPW by Shape Report data (from
USPS LR-L-87) to the Standard Reqular parcel volumes from sample based
ODIS-RPW  This ratio of volumes, which s the ratio of Standard Regular parcel
rated volumes to Standard Regular parcel shaped volume, is used to proxy the
ralio of costs for these two groups of preces. That assumes that 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 it provides an
acceptable basis for reconciliation. The other alternatives discussed in my

response to PSA/JUSPS-T13-2 are nof viable for the reasons | gave in that

response as well as my responses to PSA/USPS-T13-6 and PSA/USPS-T13-7.
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 4281

INTERROGATORIES OF PARCEL SIIIPPERS ASSOCIATION
PSA/USPS-T13-9

PSA/USPS-T13-9. Please refer to Attachment 14 of your testimony and your
response to PSA/USPS-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 parcels appear "lo 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 PSA/USPS-T13-1(b) and
the altachment you provided in your response o PSA/USPS-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
PSA/USPS-T13-1(c)-(e) are very unlikely to be entirely due to sampling error.
not confirmed, please explain fully.

{b) Please confirm that the anomalously large unit costs for parcels for the three
subclasses identified in PSA/USPS-T13-1(c)-(e) are likely due lo inconsistencies
i the defimition of a parcel in different Postal Service statistical systems. Please
explam your response fully.

{c) lgnoring the Standard Regular Flat-Parce! cost adjustment, please confirm
that the same method and statistical systems were used to develop all of the unit
cost hqures for parcels shown in Attachment 14 of your testimony. 1f not
confirmed, please explain fully.

() Do you believe that the underlying cause of the anomalous resulls for First-
Class Mall Presort parcels, Slandard Mad ECR parcels, and Periodicals Outside
County parcels may have also infected the other unit coslt eslimates for parcels in
Altachment 14 of you testimony? If not, can you rule out this possibility? Please
explan your response fully.

{¢:) Taking into account your response to subpart (d) of this interrogatory, do you
hehcve that rale design withesses should use the parcel unit costs from
Attachment 14 of your testimony as rough approximations only? Please explain
yorr response fully.

(fy Did anyone advise witnesses Taufique and Kiefer that they should use the
parcet unit costs from Altachment 14 of your lestimony as rough approximations
only”? Please explain your response fully.

{y) In your opmion, is it appropriate to use the anomalous First-Class Presort
parcel unit cost at all in designing First-Class Mail rales? Please explain your
response fully.

Response:

a Confirmed.

b I can nol confirm, since | have not studied these cost anomalies.

c t can confirm that | 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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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO 4282
INTERROGATORIES OF PARCEIL SHIPPERS ASSOCIATION
PSA/USPS-T13-9
are from RPW by Shape Report dala (LR-L-87). However, as discussed
in LR-L-87, volumes by shape are developed somewhat differently for
different subclasses, with differing degrees of rehance on the ODIS-RPW
statistical sampling system and PostalOne! postage statement data.
As indicated in my response in part b, | have not studied the cost
anomalies for these three subclasses, so | can not say o what degree
such anomalies would apply to other subclasses. The volume data
provided in my response to PSA/USPS-T 13-3 do, however, show that the
large differences observed for First-Class presort, Periodicals and
Standard ECR on the share of parcel volumes from RPW by Shape
Report data (from USPS LR-L-87) versus ODIS-RPW sample based data,
do not occur for the other subclasses. 1 can not conclude, therefore, that
the cost estimates for these subclasses reflect the same influence that
results in the anomalies noled in the other categories.
| do not have an opinion concerning the use of these cosls in rate design.
I did not give witnesses Taufique and Kiefer advice that "lhey should use
parcel unil costs from Attachment 14 of my testimony as rough
approximations only " | can not say what advice they may have received
fromn others.

I do not have an opinion concerning the use of these costs in rate design.
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4284

RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO

INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION

PSA/USPS-T13-10

$S. Numerous instances of Standard Regular parcel shaped pieces with
Postnet barcodes were observed. Other BMCs were comlacled lo venfy
these observations for other sites. Based on this brief examinalion,
Postnet barcodes show up on parcel-rated pieces often enough 1o obviate
using Postnel barcodes as indicators of Flals Automation rate pieces.
No, 10CS did not collect data on the thickness of mail pieces thal were
recorded as Standard Mail parcels in FY 2000,
See the response lo part b.
See the response o part b.
See the response to part b,
An approximate estimate of the share of the Standard Regular mail
processing parcel costs for pieces wilth Postnel barcodes for FY 2005 is
43 percent. This percenlage eslimate is based on using the cost weighted
clerk and mailhandler tallies for Standard Regutar parcels and IPPS.
As ndicated w1 parl a of this response, pieces with Postnet barcodes will

mclude both parcel raled and flats automation rate pieces.



REVISED 8/22/2006

RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-11

PSA/USPS-T13-11. Please refer to the attachment to your response to
PSA/USPS-T13-3. Please provide Standard Regular RPW volume by shape and
Stancdard Regular ODIS destinating 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.
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REVISED 8/22/2006 ATTACHMENT

RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERRQGATORIES OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-11

COMPARISON OF STANDARD REGULAR RPW AND ODIS VOLUMES BY SHAPE FOR FY1997 TO FY2005

ORIGIN-DESTINATION INFORMATION SYSTEM DESTINATING

RPW SHAPE REPORT VOLUME BY CLASS & SHAPE VOLUME BY CLASS & SHAPE
Volume In Thousands Volume In Thousands
Controlled to RPW
Source LR-L-87 Shape GFY 2005rV x!s and predecessors Source: ODIS-RPW UDS file and predecessors.

FY Letters/Cds. Flats Parcels/IPPs All Shapes Letters/Cds. Flats Parcels/IPPs All Shapes
1997 27 987 649 13 865 284 852 716 42 705 649 29015635 12.859.065 830,949 42,705,649
1998 30,082.582 14 714 976 854 093 45651 650 33179949 13614401 857,300 45,651,650
1999 33,724,748 15421273 799,839 49945 860 34,345,319 14688773 911,769 49,945,860
2000 37.872,913 18,771,844 711,753 54 356 510 38,223,100 15,308,226 825,175 54,356,510
2001 40,421,962 14,996,482 676,623 56,095,067 40,344,656 14 968,069 782,342 56,095,067
2002 40,725,213 13,497 171 640,574 54,862,958 40,047,299 14,011,353 804,306 54,862,958
2003 43,928,878 13,625,157 610,021 58,164,054 43,298,128 14,048,555 817,371 58,164,054
2004 48,117,714 13,859,534 590,572 62,567,820 47,479,534 14,306,463 781,823 62,567,820
2005 51,289,509 14,028,861 600,304 65,918,674 50,560,811 14,573 851 784,012 65,918,674
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4287
RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-TI3-12
PSA/USPS-T13-12. Please refer to Attachment 13 to your lestimony, which
shows an unadjusted Test Year Standard Regular Parcel unit mai processing

cost of 77.84 cents. Please provide unadjusled Standard Regular Parcel total
mat processing costs for each fiscal year from FY 1997 to FY 2005.

RESPONSE:

This response contains the “unadjusted” base year Slandard Regular mail
processing parcel unil costs with piggyback costs in cents per piece for the fiscal
vears 1998-2000, 2004 and 2005 which are available from the Docket Nos.
R2000-1, R2001-1, R2005-1 and R2006-1. These same costs were not available
for the years 1997 and 2001 to 2003, since no base year calculations were
made for these penods  The unadjusted costs for FY 2004 and FY 2005 were
developed by muliplying the results on Parcels (3) by the Final Reconcihation
Lactor for Standard Regular (from sheet Class, column M) using the source
~preadaheets isted betow  1n addition, the unit costs reported for FY 1998 and
Fy 1999 are the weighted average of the separate unit costs for Commercial and

Non-Profil citegones reported in the source spreadsheets hisled below.

Source

Mail USPS

Processing Library
Fiscal Year Unit Costs Dockel No Reference Spreadsheet:
FY 1948 48 17 R2000-1 LR-I-81 MPSHAPBN.xls
FY 1999 4923 R2000-1 LR-1-464 SP99USPS xls
FY 2000 60 00 R2001-1 LR-J-46 shp00usps.xls
FY 2004 79.32 R2005-1 LR-K-148 shp04usps. xIs

FY 2005 75723 R2006-1 LR-L-143 shpO5usps.xls



RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION
PSA/USPS-T13-13

PSA/USPS-T13-13. Please refer to Attachment 14 to your testimony, which
shows Test Year mail processing unit costs by shape and subclass. Please
provide mail processing unil costs for parcels/IPPs by subclass for each fiscai
year from FY 2001 1o FY 2005.

RESPONSE:

The attachment to this response contains the base year mail processing parcel
urt costs with piggyback costs wnich are available from the Docket Nos. R2000-
1. R2001-1, R2005-1 and R2006-1. These same cosls were not available for the
years 2001 to 2003, since no base year calculations were made for those years.
I addmion, such parcel unit cos’s were not developed for Periodicals prior to
Docket No R2005-1  Likewise, parcel unit costs were nol available for Package
Services prior to this case The parcel unit costs provided for Standard Regular
for FY 2004 and FY 2005 are adjusted using the Flats-Parcel Cost Adjusiment as

desonbed inomy testimony af pages 34-35  The unadjusted cosls are provided in

my response lo PSA/USPS-T13-12
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Row No

RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION
PSAUSPS-T13-13

Base Year Parcel Volume-Variable Mail Processing Unit Costs
for Dockets Nos. R2000-1, R2001-1, R2005-1 and R2006-1
{Cents per Piece)

Subclass
Fiscal Year
Fust Class Letlers Single Piece
First Class Letters Preson
IN COUNTY
OUT COUNTY

Penocheds Total

STANDARD ENH CARKIEFR ROUTE
STANDARD REGULAR
STH{A)REG/ENH

ST (AYREGIOTHR
STOH (A) NEREENH
STD (A NPRE/OTH

FARCEL POST

BOUNTD EPRINTED MATTER

ME DA MAIL

Dacket No
Sorre 0 USPS Library Reteronce

Spieadsheet

Fy 1998

69.54

170 82

3351

a8 17

2692

47 1

159 11

68 30

R2000- 1

LR-} 81

MPSHAPEM s

FY 1989

7252

13518

142 a1

4923

13076

47 93

418.07

7902

R2000-1

LR-1464

SPAGUSPS xs

ATTACHMENT
FY 2000 FY 2004 FY 2005

82.35 88.82 99.94
24992 27914 294.28
356.31 309.92

2.950.03 2.833.64

2,865 66 2,752.53

185 08 880.97 2.410.15
60.00 5992 57 60
11969

59.16

104.72

R2001-1 R2005-1 R2006-1
LR-J-46 LR-K-148 LR-L-143

shpODusps xls  shpldusps xls  shp0busps xls

Note  Costs are for the USPS Version and indude piggyback costs. Standard parcel unit costs for
FY 1398 and FY 1999, row 615 a werghled average of rows § and 10 Likewsse, Standard parcel
url costs for FY 1998 and FY 1999, sow 7 15 o wesghled average of rows 3 and 11. For FY 2004
and FY 2005 Standard Regulor parcet unit costs (row 7} 15 adusted based on the Slandard Regular
Flats Paccel Cost Adjustment as discussod by walness Smith, USPS-T-13, at pages 34-35.
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION

PSA/USPS- T13-14. Please refer to your response to PSA/USPS- T13-10(a)
which states,

"The determination that @ and 11-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 entry such that they are clearly "parcels” and paid the
RSS Numerous instances of Standard Regular parcel shaped pieces with
Fostnet barcodes were observed. Other BMCs were contacted to verify
these observations for other sites. Based on this brief examination,
Postnet 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 PSA/USPS-T 13-10(f) which states,

"An 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 1s based on using the cost weighted
clerk and mail handler talles for Standard Regular parcels and IPPS. As
ndicated in part a of this response, pieces with Postnet barcodes will
inciude both parcel rated and flats automation rate pieces.”

Finally please refer to Attachment 13 of your testimony where you adjust
Standard Mail Regular parcel unit costs downward by 23.4% (1-.766) using the
RPW/RPW-0ODIS volume ratio

{a) How often did "Postnet barcodes show up on parcel-rated pieces”? In
particutar, based upon the "brief exammnation™ described in PSA/USPS-T13-10(a).
what percentage of Standard Mail parcel-rated peces had Postnet barcodes on
them? Please explain fully

(b} Do you believe that the difference between the 43 percent specified in
PSA/USPS-T13-10(f) and the 23 .4 percent adjustment made to Standard Regular
parcel costs on Attachment 13 is entirely 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 pieces with Postnet barcodes from the observations at BMC or the

PSA/USPS-T13-14, Page |
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RESPONSE OF POSTAL SERVICE \VlTNESS MARC A. SMITH TO
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION

other information gathered via phone calls to other BMCs. As | 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 parce! shaped pieces.
| do not know what you mean by "exceed 1 W in thickness.” If your
question is meant to read “exceed 1 and 1/4™ inch thickness,” then | would
answer as follows

The difference between 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 flats-rated share of ODIS-RPW
sample-based Standard Reguiar parcel volumes. Since the I0CS defines
piece shapes the same way as the ODIS-RPW sample-based system,
23 4 percent of the preces which IOCS data coilectors would regard as
Standard Regular parcel shaped pieces should be automation flats-rated.
This does not indicate the share of processing costs for the automation
flats-rated pieces, butit provides important information in estimating the
processing cost share

As indicated in my response to PSA/USPS-T13-7, iOCS does not
provide a cost estimate for flats-rated pieces in Standard Regular parcel
mail Therefore. we are unable to compute the share of costs for
Standard Regqular parcel shaped pieces which are flats-rated as compared

to all Standard Regular parcel shaped pieces using IOCS. We use an

PSA/USPS-T13-14, Page 2
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORY OF PARCEL SHIPPERS ASSOCIATION

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 ts 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
m the Standard Regular flats-parcel cost adjustment in Attachment 13.
As indicated in my response to part (a) of this interrogatory and in
my responses to PSA/USPS-T13- 6 and 10, Standard Regular parcel-
rated pieces often have Postnet barcodes. From that, | conclude that the
difference between 23 4 and 43 percent would indeed reflect Standard
Regular parce! shaped pieces, which are parcel-rated and also have a

Fostnet barcode

PSA/USPS-Ti3-14, Page 3
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RESPONSE OF POSTAL SERVICE WITNESS MARC A. SMITH TO
INTERROGATORIES OF PARCEL SHIPPERS ASSOCIATION

REDIRECTED FROM WITNESS HARAHUSH

PSA/USPS-T4-1. Please refer to your response to POIR No.5, Question 16 which
states, "There are other instances where Pericdicals may show as flats on mailing
statements and parcels in the data systems. For example, if a large but less than
374 inch flat s rolled prior o 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
1s 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. ngid flats (including properly prepared "do not bend” mailpieces) that
exceed five 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, if a large Periodical flat is in the parcel hamper, a data collector will
record that piece as a parcel when the carrier is using a two case sysfem.”

(a} Please discuss all instances where Standard Mat! pieces that are less
than 314 inch thick “may show as flats on mailing statements and parcels in the
data systems”’

(b Does the Postal Service’s method of transferring Standard Regular
costs from parcels to flats account for the fact that some Standard Mail pieces
that are less than 3/4 inch thick "may show as flats on mailing statements and
parcefs in the data systems " If so, please explan fully.

{z) Please discuss all instances where First-Class Mail pieces could be
counted as flats by RPW and as parcels in the data systems.

RESPONSE:
a Answered by witness Harahush
b The Postal Service's method for transferring Standard Requilar costs from

parceis to flats is for the purpose of addressing inconsistent parcel shape
defimtions between RPW by shape (USPS LR-L-87) and the cost systems
1n the development of processing and delivery unit costs. This method
relies an the ratio of RPW by shape volumes (USPS LR-L-87) to ODIS-
RPW sample based system volumes for Standard Regular parcels. The
argument that | have made for using this method is that ODIS-RPW
sample based system and the cost systems have the same definitton of

shape and therefore diverge from RPW by shape data in the same way.
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So to answer this question, we must examine if this argument holds for
Standard mail pieces less than % inch thick which “may show as flats on
mailing statements and parcels in the data systems” for each of the cost
systems. We can thern 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 % inches long, both systems treat such a
piece as a parcel When pieces are part of a direct bundle, rigid or
included i a parcel hamper, both systems define such pieces as fiats.
tased on piece dimensions  So there s no inconsistency between 10CS,
ODIS-RPW and RPW by shape on such pieces.

In his response to part (a). witness Harahush identifies two
nstances where Standard Regular flats rated pieces that are less than
“athinch thick could be regarded as parcels under CCCS and as flats
under RPW by shape. The firstis a flat-rated piece less than % inch thick
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
tess than Y4 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
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accordingly be handled by ihe Postal Service adjustment. The (atter,

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 1s a divergence between RCCS and ODIS-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 city carner 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 3/4"
inch thick that are:

» put into parcel hampers for delivery by city carriers using a
two case system,

s are the top piece of a direct bundle for delivery by rural
carners of

= are sufficiently rigid so as not to fit into the carrier case given

delivery by rural carners.
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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.

Answered by witness Harahush.
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VP/USPS-T13-1.

Please refer to the attachment to this interrogatory. Column 1 conlains Base
Year volume variable costs, as shown in USPS-LR-L-3. Columns 2 and 3
distinguish those volume variabie cosls that are considered to be indirect from
those that are considered to be direct. The separation between direct and
indirect costs was obtained from USPS-LR-L-93, PRCBYO05.xls, pages 4-6.
Column 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 distnbulion of volume variable costs as between direct and
indirec! costs.

b. The piggyback factors shown in celumn 4 are from USPS-T-13, Altachment 8,
row 41, and are for TY2008BR — USPS Version. Please confirm that these are
the correct piggyback factors to apply lo the Base Year volume variable direct
costs, or supply the correct piggyback factor for each Base Year volume variable
direct cost shown in the attachment.

¢. Please confirm that the total piggybacked costs, $10,002 532,000, shown at
the bottom of column § on page 2 of the attachment is correct, or supply the
correct figure for the total indirect costs that are piggybacked onto the volume
variable direct costs in column 3 {1.e., $27,597,332,000 in the attachment).

d Please exptain why the procedures that you use to develop piggyback factors
result in total piggybacked indirect costs {i.e., $10,002,532,000) that fail to
account for a portion (7 ¢., 19.3 parcent) of total indirect volume variable costs
(re $12 393,563 ,000).

2. Please explain whether the piggyback factors used to compute cost
differentials between rate categories should be increased by an amount sufficient
to account for all. or nearly all, of the Postal Service's indirect volume variable
costs



Direct and Indirect Attachment to VP/USPS-T13-1 4298
Volume Vanable Cosls Page 1
{$ in thousands)

1) (2) {3) {4 {(3)
: Volume USPS USPS
) Variable Piggy- Piggy'd
40, Costs Indirect Direct back Coslis

1 Postmasters 379,979 379,979 0 1.223 1)

2 Supervisors and Technicians 2,122,210 2,122,210 0 1.000 0
21t Mail processing 813.076 813.076 0
212 Central mail matkup 37.508: 37.508 0
272 Window service 099 795 99 795 0
23 Admin & support 40.031 40,031 ¢
241 City delivery 556,482 556,482 0
2472 Rural delivery 44 358 44 358 g
243 Vehicle svc drivers 23,239 23,239 0
252 Higher level 68,492 68,492 0
255 Training 24071 24,071 0
256 Qual control/Rev prot 40,344 40,344 0
257 Joint supervision 374813 374 813 0

3 Clerks and maithandiers, CAG A-J Offices 14,424,203 663,556 13,760,648 7,655,464

K Mail processing 12,703 .875 4] 12,703.875 1570 7241208

32 AINAOwW service 1.056.773 0 1,056,773 1.392 414 255
331 Adensliabive clerks 629 633 629633 0
327 Time and attendance 33,922 33,922 0

4 Cterks, CAG K OHices 3,335 0 3,335 1.000 0

City Delivery Carriers, Office Activity 4,201,813 1,003,740 3,198,073 1.264 844,291
61 In office duect 3198073 0 3,188,073
622 In-otfice support overhead 734,063 734 063 0
s In offi e suppoit other 269 676 269,676 0

7 City Delivery Carriers, Street Activity 3,909,622 455,695 3,453,927 1.264 911,837
72 Dretivery activities 3453927 0 3,453 927
7a Dehwery support 455 695 455 695 0

8 Vehicle Service Drivers 367.029 0 367,029 1.482 176,908

16 Rural Carriers 2.214 077 0 2,214,077 1187 414,032
Evaluated routes 20355678 G 2,035,578
Other toutes 178 499 0 178,499

11 Custodial & Maint. Services 2.027.950 2,027,950 0 1.000 0
ty 11 Cuslotal personnel 654 669 654,669 0
T2 Contiac) cleaners 54 515 54 515 0
112 Op equpment maintenance 1.005.109 1.005,109 0
113 Custodial & maint Sernces 313657 313,657 0

12  Motor Vehicle Service 268,037 268,037 0 1.000 0
12 1 Personnel 104 190 104,190 0
122 Supphes & matenals 157 245, 157,245 ¢
123 Vehicle hwe 6602 6,602 0



Direct and Indirect
Volume Variable Cosls
{$ in thousands)

1.
QL

13
131
132

14
1411
14 11
1412
1413
1414
14 2

15
151
152

16
1
1Hh12
161
16 3
145 1

[UCR S R

17

18
181
182
18 41
18 32
17 314
1845
18346
1837

i

19

20
201
202
203
20 4
205

Miscellaneous Local Operations
Carfare
Driveowt -- cly camers

Transportation
Domestic ar
Domestic ar -- Alaska
Highway
Railroad
Domestic waler
International

Building Occupancy
Pents
Fuoel & ulthhes

Supplies and Services
Lamps
Money orders
Slirmped cards & envelopes
¢ ustodhial & building
t quipmerst
Troack & trace
Other nuscellaneous

Research & Development

Administration & Area Operations
Postal inspecton Service
Coempussons, non-t S Mos
Repaced annual leave
Hohday e ave
VWorkers compensation
Unemployment compensation
Annuitant health insurance
Annunant e insurance

General Management Systems

Other Accrued Expenses
b qupment depreciation
Vehicle depreciation
Bldg & leasehold depreciation
Indemmihes
Interest cxpense

TOTAL

{1
Volume
Variable

Costis

4,148
1.694
2,455’

4,564,206,
1.598.314°
8.005
2.122 924
118,014
25,038;
691.911:

1,217,936
863,364
354,572

1,278.496
87 008

5 867
7.306
101.250
309630
423

766 023

4]

1,441,253
43 325
81

49 056
533

454 940
23930
863,186
6,202

0

1,566,601
738,572
35 989
760,767
30,060
1,183

39,990,895

{2)

Indirect

4,148
1,694
2455

s J e J o B s Y T R =

1,217,936
863,364
354,572

1,272,629
87.098

0

7,306
101,250
309,630
423
766,023

0

1441172
43,325

0

45,056
533

454 940
23.930
863,186
6,202

0
1,536,512
738.572
35,989
760,767
1,183

12,393,563

Attachment to VP/USPS.-T13-1 4269
Page 2
{3) {4) (5)

USPS USPS
Piggy- Piggy'd
Direct back Costs

0 1.000 o
0
0

4,564,206 1.000 0
1,598,314
8,005
2,122,924
118,014
25,038
691,911

0 1.000 0
0
]

5,867 1.000 o

5,867

cCOC oo

(=

1.000 0

81 1.000 it

o I oo B e I o B 0 Y ]

<

1.000 G

30,090 1.000 0

30,090

27,597,332 10,002,532
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AND VALPAK DEALERS ASSOCIATION

RESPONSE:

a.

As indicated by witness Milanovic, USPS-T-9, in his response to
VP/USPS-TS-1, the Postal Service does not separate base year costs into
“direct” and “indirect” categories.' | have no opinion on the division of
costs into "direct” and "indirect” as contained in USPS-LR-L-93,
PRCBY05 xls, pages 4-6. The line between “direct” and “indirect” can be
a matter of judgment and would depend on the purpose for making the
distinction.

b. Not confirmed. To address the questions you raise | have
developed an attachment 1o this response thal splits volume variable costs
into: labor costs upon which costs are piggybacked, piggybacked costs,
and other non-personnel costs. Base Year piggyback factors are provided
in this attachment. These piggyback factors are from LR-L-52,
spreadsheet BYPBack USPS xis. In addition, three additional sets of
piggyback factors for Training. Supervisors Training, and Data Collection
& Other Administrative are provided in LR-L-1486, in spreadsheet
BYPBack AlLUSPS xls.

Nol confirmed. See the Attachment 10 this response.

' In my testimony | reference costs that appear in the numerator of
the piggyback factors, tut not in the denominator, as “indirect costs.”
These piggybacked costs are indirect or support costs for the purposes of
the construction of the piggyback factors.

4300
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As shown in the attachment of this response, the full amount (except for
rounding) of volume vanable costs are accounted for by tabor 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 Surmmary of Outputs and Summary of inputs} that the fotal 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 attachment of this response, the full amount (except for
rouriding) of volume variable costs are accounted for by labor costs upon
which piggyback factors ase based, piggybacked costs and other non-

personnel costs.
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RESPONSE OF POSTAL SERV, NITNESS MARC A. SMITH TO VP/Ue -T13-1

INTERROGATORY OF VALPAK DIRECT MARKETING SYSTEMS, INC.
AND VALPAK DEALERS ASSOCIATION

Division of FY 2005 Volume Variable Costs Into Labor, Piggyback and Other Non-Personnel Cost

I l l T Piggyback Prggyback "‘
k Comp Component Title c'§ Labor Costs Factor ] Costs QOthar Costs Total Costs
oe3% Maid Processing 3 12 703875 1.510 6 475.352 19 179,226
oC4z Clerks CAG K QFices - 3 335 1510 1.700 5,035
| 0080 [Window Seruces i 1056 773 1.410 432 824 1.489.597
R {05 6 City Dalivery Carners 50
- Office Actmit 4201813 1.251 1.054 458 51256,271
Y
0287 C/5 7 City Deivery Carmers T
~ Street Actisty 3909622 1.251 981,132 4,890,754
0057 Vehicle Serace Driverg 81 367.029 1454 166,309 533 838
C260 Ci5 10 Rural Carners e 2214077 1179 366,442 2.610.527
0251 CiS 1 Posimastars 1o 379.97% 1223 B4 556 464,535
2666 Clarms & Inquiry 33 3060 1.349 1067 4127
Super.isars Tranng 24 071 1.082 1.965 26.037
421 & 41 Data Cotectan & Orrer J3ir2s
Agm:n 131 120 288 1261 31.447 151,735
0470 Training 3315 54 065 1121 11342 105.407
Post OHice Bax Space-
Related 487,622 487 622
0264 C/5 14 Transporiation 14 0 4,564,206 4,564,206
0180 Stamps & Dispensers 1611 87.098 87.098
181 & 244 |Money Ordars 16.1.2 5,948 5,048
0248 Starmped Cards & 1613
Embossed Stamped
Envelopes 7.306 7.306
0196 Comprehansive Tracking & 16.33
Tracing 423 423
0187 WMisc Attng PMPC / Intl { DC 16 3.4.5
Suzplies & Senvices 91.108 91,108
0387 Indemnities 204 300490 30.080
Total volume Yanable Costs
25.077,987 8.639.101 5273800 39 990.888

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 thrcough USPS-LR-L-
54 )

MR. HESELTON: Mr. Chairman, I'd like to
indicate that Witness Smith has four library
references associated with his testimony that are alsc
Category II library references and therefore should be
admitted to the record.

BY MR. HESELTON:

0 So I'd like to ask Mr. Smith, are you
familiar with library references USPS-LR-L-22, and 52,
and 53 and 547

A Yes, I am.

Q Were these library references prepared by

you or under your direction?

A Yes. Yes, they were.
Q 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.

CHAIRMAN OMAS: Without objection. So
ordered.

(The documents referred to,
previocusly identified as
Exhibit Nos. USPS-LR-L-22 and
USPS-LR-L-52 through USPS-LR-
L-54, were received in
evidence.)

CHAIRMAN OMAS: This brings us to oral
cross-examination. 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 Gocd morning, Mr. May.

Q if you would look initially at your
Attachment 14 to 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) 6£28-4888
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A Yes. That’'s correct.

0 Okay. Now, if you will now refer to your
response to the Presiding Officer Information Request
No. 10, your response to Question 27?

A Okay. I have it.

O I kelieve 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 ancmalous
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-13-1{c)?

Heritage Reporting Corporation
(202) 628-4888
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A I have it.

Q You do show a mail processing cost for
first-class parcels there of $3. 1Is 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¢ 2 piece. Is that correct that table
shows that?

A That’'s correct.

O Just so we're clear isn’t the case that you
used the same cata scurces 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 --

8} I think it's {(c) 1isn't it? Answer to PSA-
13-9{(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 that 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 anomalous and that you really den’t
know the reascons 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 guestion 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 ocutside county parcels unit
costs appear to be anomalous and I do not know why it
is5 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 cother
subclasses? Can you rule out that possibility?

Heritage Reporting Corporation
(202) 628-4888
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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
ancmalies 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 rossible that whatever that cause is
since you don’t know what it 1s is also infecting all
of the parcel categories? How can you be sure?

A Well, I can‘'t he sure, but T 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 veolume and I think it
would be incorrect to infer that anomaly is related to
small volume categcries when applied to other
categories.

Heritage Reporting Corporation
{202) 628-4888
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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.

0 Now, I‘'d like vyou to focus on the standard
regular parcel costs. If you will refer to page 34 of
your testimony? You there discuss an incongistency

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 IOCS? 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
{202) ©628-4888
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A Yes.

Q Now, just a couple of questions about the
adjustment. If you’ll refer to your answer to PSA’s
Question 14? You agreed there that in FY2005 -- do

you have that?

A Not vet.

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 gquestion 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

plieces with post net barcodes for FY2005 is 43

percent". See that?
A Yes, I do.
Q Okay.
A I'm sorry. Your guestion?
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
{202) 628-4888



o

b
0o

——
-]

[
ta

23

24

25

4311

percent of the parcels you say?

A That's right. In my interrogatory
responses, I believe No. 7, I pointed ocut 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
barceodes are different for parcels post net barcodes
were found on parcel pieces, perhaps the same methods
for flats that's the gsame 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? TIf you made that assumption.

A That’s right. That was proposed as I
indicated in my interrogatory responses. That was
considered by us and then we decided that the IOCS
information on pieces 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

Heritage Reporting Corporation
{202) 6£28-4888
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of these pieces had post net barcodes, but you say you
did not know how many of them. For example your
response to 12{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
cther 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 barccdes.

Q 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 Kknow 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 IOCS whether those are flats

Heritage Reporting Corporation
(202) 628-4888
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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.

o) Well, then so the only thing you know isn’t
it the case that a reduction of 43 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 43 percent reduction would
be?

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 would be unreliable to use the 43 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 piecesg 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?
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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.

O 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 I0CS data regarding pieces with post net barcodes
as an indicator of flats rating.

Q Okay. Now, I'd like to turn your attention
toc this pilece of mail I have in my hand. I was going
to bring it over and let you feel it and look at 1it.

A I've got my ruler here.

0 Now, just looking at it without measuring it
-- you've already measured it. Just looking at it it
locks like a parcel doesn’'t 1it?
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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 want to get out my ruler and things like
that before answering the question on whether it’s a

parcel or a flax.

Q You did measure it didn’t you?

A I haven't done it yet.

Q Go raight ahead then.

A Okay. Thank you. Okay, here. Let’s see
here. Okay. I've measﬁred it.

0 It's less than three-quarters inch thick

isn't 1it?

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 error would it not?

A Yeah.

O I mean, someone sSees 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 cother correction does not take account
of human error. It’'s tec 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 EPW, CDIS RPW has the same basis for
determining mail piece shape, so the same process is
used by the ODIS RPW data collectors wversus the IOCS
data ceollectors. I guess what I'm saying is that
there’'s going to be a consistent treatment in general
of mail pieces bhetween CDIS 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 I0CS.

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?

p:t 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 for 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, 784 million
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parcel shaped pieces for standard regular and I would
expect that the process involved in identifying that
volume is als> the same process involved in
identifying parcel shaped pileces and parcel costs in
office cost systems.

So I'm saying there’s a consistency in the
way the costs and the CDIS 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-
examinaticn?

(No response. }

CHAIRMAN 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.)

CHAIRPMAN OMAS: Mr. Heselton?

MR. HESELTON: Mr. Chairman, the Postal
Service has no redirect.

CHAIRMAN OMAS: Thank you.

Mr. Smith, that completes your tegtimony
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.)

CHAIRMAN OMAS: This concludes today’s
hearing. We will reconvene Monday morning at 9:30
a.m., when we will receive testimony from Postal
Service Witnesses Kaneer, Berkeley, Page and Taufidque.
Thank you very much. Have a good weekend, and we’ll
see you next week.

(Whereupon, at 12:0% p.m., the hearing in
the above-entitled matter was adjourned, to reconvene
on Monday, August 28, 2006, at 9:30 a.m.)
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