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P R O C E E D I N G S

1

[9:35 a.m.1

2

CHAIRMAN GLEIMAN:

3

Today we

4

continue our hearings to receive testimony of Postal Service

5

witnesses in support of Docket R2000-1.
Four witnesses are scheduled to appear today,

6

7

Witnesses Mayo, Campbell, Davis, and Kaneer.
Earlier this week, Mr. Hall, counsel for Keyspan,

8
9

-

Good morning.

kindly offered to allow Witness Campbell to appear last

10

today, because he believed that he had extensive cross

11

examination for that witness, and felt that it would be a

12

service to others if he could go last and not keep everyone

13

else in the hearing room.
We contacted counsel representing the witnesses

14
15

appearing today, and those who had filed written notices of

16

intent to cross exam, and for awhile, actually, when we

17

closed our hearing yesterday afternoon, it looked as though

18

we were going to reschedule the witnesses today.
However, by late yesterday, it became apparent

19

20

that it would be most convenient to schedule the appearance

21

of witnesses in the manner in which we had originally

22

indicated.
For those of you who undertook to adjust your

23

24

personal schedules to accommodate potential changes, I thank

25

you.

I hope that the uncertainty had not caused anyone any
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...

1

serious inconvenience.
Actually, I hope it hasn't caused anyone any

2

3

non-serious inconvenience, either.
But we were just trying to accommodate people and

4
5

arrange a schedule that would suit everyone's purposes.
Before I begin today, I do have one procedural

6
7

matter.

There's an outstanding motion of Keyspan Energy to

8

compel USPS Witness Campbell to provide responsive answers

9

to interrogatories.
I would treat this motion the same way as I dealt

10
11

with a similar motion relating to the responses of Witness

12

Fronk.

13

questions orally to Witness Campbell. Our procedures have

14

been designed to obtain as much responsive information as is

15

possible during written discovery.

16

Keyspan Energy counsel may pursue clarifying

In this instance, the need to complete this case

17

within ten months requires that we proceed with oral cross,

18

even though this dispute has not been resolved.

19

I will allow leeway during cross examination, and

20

I'm committed - - and I'm sure my colleagues and all the

21

staff are committed to staying here as long as it takes to

22

complete cross examination today.

23
24

25

Does any participant have any matter that they
would like to raise this morning?

[No response.1
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CHAIRMAN GLEIMAN:

1

If not, well1 proceed with our

first witness. Mr. Rubin, if you would introduce your
witness?
MR. RUBIN:

The Postal Service calls Susan W. Mayo

to the witness stand.
Whereupon,
SUSAN

MAYO,

8

a witness, having been called for examination, and, having

9

been first duly sworn, was examined and testified as

10

follows:
DIRECT EXAMINATION

11

BY MR. RUBIN:

12

13
-

w.

Q

MS. Mayo, do you have two copies of a document

14

entitled Direct Testimony of Susan W. Mayo on behalf of

15

United States Postal Service and designated as USPS-T-39?

16

A

Yes.

17

Q

And does this testimony include the corrections

18

that were filed on January 28th, February lath, March loth,

19

and April 27th?

20

A

Yes.

21

Q

Was this testimony prepared by you or under your

22

supervision?

23

A

Yes.

24

Q

And if you were to testify orally here today,

25

would this be your testimony?
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1

A

Yes.
MR. RUBIN:

2

In that case, I will have the two

3

copies of the Direct Testimony of Susan W. Mayo on Behalf of

4

Unites States Postal Service provided to the Reporter, and I

5

ask that this testimony be entered into evidence in this

6

docket.
CHAIRMAN GLEIMAN:

.7

8

[No response.I

9

CHAIRMAN GLEIMAN:

Hearing none, the testimony is

10

received into evidence, and is our practice, will not be

11

transcribed into the record.
[Direct Testimony of Susan W. Mayo,

12

-

Is there any objection?

13

USPS-T-39 was received into

14

evidence.I
CHAIRMAN GLEIMAN: Mr. Rubin, does Witness May

15

16

sponsor any Category I1 Library References?

MR. RUBIN:

17
18

Reference, Library Reference 1-168.
BY MR. RUBIN:

19

20
21
22
23

Yes, she has one such Library

Q

MS. Mayo, are you prepared to sponsor Library

Reference 1-168 into evidence in this proceeding?
A

Yes.
MS. DREIFUSS: Mr. Chairman, I do have a question

24

about Library Reference 168.

There were errata filed

25

yesterday on insurance costs and Post Office Box accounts,
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1

it l o o k s like.
I believe that some of these errata reflect errata
of Witness Davis. Witness Davis, as I understand, had
provided information to Witness Needham.

And I'm wondering

whether the same errata that are reflected in the revised
testimony have also been reflected in Library Reference 168?
THE WITNESS:
MS. DREIFUSS:

8
9

Did you file corrected pages of

168, Mr. Rubin?
MR. RUBIN:

10

Yes, the Postal Service filed

11

corrected pages yesterday for 1-168, and I have some extra

12

copies of those.
MS.

13

-

Yes.

14

you.

DREIFUSS:

I wonder if I could get a copy from

I haven't seen that yet.

15

MR. RUBIN:

16

MS. DREIFUSS:

11

CHAIRMAN GLEIMAN:

Sure.
Thank you.
I take it you have no objection

18

with the changes, given the fact that the Library Reference

19

has been updated?

20

MS. DREIFUSS:

Right.

I was concerned that the

21

Library Reference had not been updated, since I had not seen

22

any corrected pages, and I do think it is, of course,

23

preferable to include corrected pages in the Category I1

24

Library Reference .

25

CHAIRMAN GLEIMAN:

If there is no further
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1

discussion about the Library Reference, then we'll enter

2

that Library Reference, LRI-168, as corrected, into the

3

record as evidence, and it will not be transcribed into the

4

record.

5

[Library Reference LRI-168 was

6

received into evidence.]

7

-

CHAIRMAN GLEIMAN: MS. Mayo, have you had an

8

opportunity to examine the package of Designated Written

9

Cross Examination that was made available earlier today?
Yes, I have.

10

THE WITNESS:

11

CHAIRMAN GLEIMAN:

If these questions were asked

12

of you today, would your responses be the same as those you

13

previously provided in writing?

14

THE WITNESS:

15

CHAIRMAN GLEIMAN: There are no corrections or

16
17

Yes.?

changes to this package?

MR. RUBIN:

There was one issue I wanted to raise:

18

For David Popkin's Interrogatories 1 3 1 - - DBP-131, 1 3 2 , 1 3 3 ,

19

and 1 3 4 , Mr. Popkin attached a letter to the question. And

20

those letters are included in the package that was produced,

21

even though the Postal Service has objected to

22

authenticating this letter and did not refer to the letter

23

in its response.

24

The Postal Service could see the letter being

25

transcribed at this point, but it objects to the letter
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1

being made evidence in this proceeding at this time.
CHAIRMAN GLEIMAN:

Do you I understand correctly

that an objection was filed to questions related to the
letter or to the authenticity of the letter?
Yes, that's correct, and I believe

MR. RUBIN:

there's a motion to compel that's outstanding on that.
CHAIRMAN GLEIMAN: All right.

-

If that is the only

8

issue, then what we will do, if I can get counsel to provide

9

two copies of the package of Designated Written Cross

10

Examination to the Court Reporter, we'll accept, subject to

11

a comment that I will make in a moment, we'll accept the

12

Designated Written Cross Examination into evidence, and it

13

will be transcribed into the record, except with respect to

14

the letter that is in question on Mr. Popkin's

15

Interrogatories 1 3 1 through 1 3 4 .

16

17
18

That material is transcribed into the record, but
is not entered into evidence at this point in time.
Once the motion practice associated with the

19

letter in question is completed, a determination can be made

20

at that point as to how the material will be treated for

21

evidentiary purposes.

22

[Designated Written Cross

23

Examination of Susan W. Magwas

24

received into evidence, except for

25

Mr. Popkin's letter attached to
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DBP-131, 132, 133, and 134,

2

transcribed into the record.]

3
4

5

6

8

9
10
11
12

13
-

and

1

14

15

16
17

18
19
20

21
22

23

24

25
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Douglas F. Carlson
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T39

KeySpan Energy ..

KEIUSPS-T39-la-e,g-h, 2-3, 5-7. 8c, 9, loa-h,
I l a , 12

Oftice of the Consumer Advocate

CSA/USPS-T39-1-2,4-5, 7-13, 17-19
DFCIUSPS-T39-1.3-4; 14, 31, 35, 64
OCA/USPS-T39-1-2, 4b-C. 5-8,11-17, 18b-c. 1924
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Popkin
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Popkin
Popkin
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Popkin
Popkin
Popkin
Popkin
Popkin
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DBPIUSPS-27d redirected to T39
DBPIUSPS-27e redirected to T39
DBPIUSPS-27f redirected to T39
DBP/USPS-27g redirected to T39
DBPIUSPS-27h redirected to T39
DBPIUSPS-27i redirected to T39
DBPIUSPS-27j redirected to T39
DBPIUSPS-27k redirected to T39
DBPIUSPS-271redirected to T39
DBPIUSPS-27mredirected to T39
DBPIUSPS-27n redirected to T39
DBPIUSPS-270 redirected to T39
DBPIUSPS-27s redirected to T39
DBPIUSPS-27t redirected to T39
DBPIUSPS-27u redirected to T39
DBP/USPS-40 redirected to T39
DBPIUSPS-44 redirected to T39
DBPIUSPS-45 redirected to T39
DBPIUSPS-47 redirected to T39
DBPIUSPS-48 redirected to T39
DBPIUSPS-49 redirected to T39
DBPIUSPS-50 redirected to T39
DBPIUSPS-51 redirected to T39
DBPIUSPS-52a redirected to T39
DBPIUSPS-52b redirected to T39
DBP/USPS-52c redirected to T39
DBPIUSPS62d redirected to T39
DBPIUSPS-53 redirected to T39
DBPIUSPS-54 redirected to T39
DBPIUSPS-56 redirected to T39
DBPIUSPS-69 redirected to T39
DBPIUSPS-81 redirected to T39
DBP/USPS-82 redirected to T39
DBPIUSPS-85 redirected to T39
DBPIUSPS-86 redirected to T39
DBPIUSPS-87 redirected to T39
DBPIUSPS-88 redirected to T39
DBP/USPS-102 redirected to T39
DBPIUSPS-105 redirected to T39

Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin

. .
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DBPIUSPS-106a redirected to T39
DBPIUSPS-IO6b redirectedto T39
DBPIUSPS-IO6f redirectedto T39
DBPIUSPS-106g redirectedto T39
DBPIUSPS-106h redirected to T39
DBPIUSPS-1O6iredirected to T39
DBPIUSPS-107e redirectedto T39
DBPIUSPS-107f redirectedto T39
DBPIUSPS-I079 redirectedto T39
DBPIUSPS-107h redirectedto T39
DBPIUSPS-107iredirected to T39
DBPIUSPS-107j redirectedto T39
DBPIUSPS-107k redirected to T39
DBPIUSPS-1071redirected to T39
DBPIUSPS-107111redirectedto T39
DBPIUSPS-107n redirectedto T39
DBPIUSPS-107r redirected to T39
DBPIUSPS-107s redirected to T39
DBPIUSPS-107t redirectedto T39
DBP/USPS-I07w redirectedto T39
DBPIUSPS-107x redirectedto T39
DBPIUSPS-107aa redirectedto T39
DBPIUSPS-I07bb redirectedto T39
DBPIUSPS-107ee redirectedto T39
DBPIUSPS-107ffredirectedto T39
DBPIUSPS-107gg redirectedto T39
DBPIUSPS-l(O7hhredirectedto T39
DBPIUSPS-107iiredirectedto T39
DBPIUSPS-I17a redirectedto T39
DBPIUSPS-I17b redirectedto T39
DBPIUSPS-117credirected to T39
DBPIUSPS-117d redirectedto T39
DBPIUSPS-I17e redirectedto T39
DBPIUSPS-117f redirectedto T39
DBPIUSPS-1179 redirectedto T39
DBPIUSPS-117h redirectedto T39
DBPIUSPS-117i redirectedto T39
DBPIUSPS-I171redirectedto T39
DBPIUSPS-117111 redirectedto T39

Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin

.
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DBPIUSPS-118a redirected to T39
DBPIUSPS-118b redirected to T39
DBPIUSPS-I18c redirected to T39
DBPIUSPS-118d redirected to T39
DBPIUSPS-118e redirected to T39
DBP/USPS-IIEf redirected to T39
DBPIUSPS-1189 redirected to T39
DBPIUSPS-I18jredirected to T39
DBPIUSPS-118k redirected to T39
DBP/USPS-l19k redirected to T39
DBPIUSPS-124 redirected to T39
DBPIUSPS-125a redirected to T39
DBPIUSPS-131b redirected to T39
DBPIUSPS-13lcredirected to T39
DBPIUSPS-131d redirected to T39
DBPIUSPS-132b redirected to T39
DBPIUSPS-132 redirected to T39
DBPIUSPS-132d redirected to T39
DBPIUSPS-133b redirected to T39
DBPIUSPS-133c redirected to T39
DBPIUSPS-133d redirected to T39
DBP/USPS-l34bredirected to T39
DBPIUSPS-134c redirected to T39
DBPIUSPS-134d redirected to T39
DBPIUSPS-137 redirected to T39
DBPIUSPS-138 redirected to T39
DBPIUSPS-139 redirected to T39
DBPIUSPS-140 redirected to T39
DFC/USPS-T39-1
DFCIUSPST39-3
DFCIUSPS-T39-4
DFC/USPS-T39-5
DFCIUSPS-T39-6
DFCIUSPS-T39-7
DFCIUSPS-T39-8
DFC/USPS-T39-9
DFCIUSPS-T39-10
DFC/USPS-T39-11
DFCIUSPS-T39-12

Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin .
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Carlson, OCA
Carlson, OCA
Carlson, OCA
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
CarIson
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DFCIUSPS-T39-13
DFCIUSPS-T39-14
DFCIUSPS-T39-16
DFCIUSPS-T39-17
DFCIUSPS-T39-18
DFC/USPS-T39-19
DFCIUSPS-T39-20
DFCIUSPS-T39-21
DFCIUSPS-T39-22
DFCIUSPS-T39-23h
DFCIUSPS-T39-24
DFCIUSPS-T39-25
DFC/USPS-T39-26a
DFCIUSPS-T39-26c
DFCIUSPS-T39-29
DFCIUSPS-T39-30
DFCIUSPS-T39-31
DFCIUSPS-T39-32
DFCIUSPS-T39-33
DFCIUSPS-T39-34
DFCIUSPS-T39-35
DFC/USPS-T39-36a
DFCIUSPS-T39-37
DFCIUSPS-T39-38a
DFCIUSPS-T39-38b
DFCIUSPS-T39-38C
DFCIUSPST39-38d
DFCIUSPS-T39-38f
DFCIUSPS-T39-38g
DFCIUSPS-T39-39
DFCIUSPS-T39-40
DFC/USPS-T39-41
DFCIUSPST39-42
DFC/USPS-T39-43
DFC/USPS-T39-44
DFC/USPS-T3945
DFC/USPS-T39-46
DFCIUSPS-T39-47
DFC/USPS-T39-48

Carlson
Carlson. OCA
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson, OCA
Carlson
Carlson
Carlson
Carlson, OCA
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
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DFCIUSPS-T39-49
DFC/USPS-T39-50
DFCIUSPS-T39-51
DFC/USPS-T39-52
DFCIUSPS-T39-53
DFCIUSPS-T39-54
DFCIUSPS-T39-55
DFCIUSPS-T39-57
DFC/USPS-T39-58
DFCIUSPST39-59
DFCIUSPS-T39-60
DFCIUSPS-T39-61
DFCIUSPS-T39-62
DFCIUSPS-T39-63
DFCIUSPS-T39-64
DFCIUSPS-T39-65
DFCIUSPS-T39-66
DFCIUSPS-T39-67
DFC/USPS-T39-68
DFCIUSPS-30 redirected to T39
DFCIUSPS-31 redirected to T39
DFCIUSPS-32 redirected to T39
DFCIUSPS-33 redirected to T39
DFCIUSPS-34 redirected to T39
DFCIUSPS-35 redirected to T39
DFCIUSPS-36 redirected to T39
DFCIUSPS-37 redirected to T39
DFCIUSPS-T30-1Oa redirected to T39
DFC/USPS-T30-10b redirected to T39
DFC/USPS-T30-10d redirected to T39
DFC/USPS-T30-10e redirected to T39
DFC/USPS-TJO-l l a redirected to T39
DFCIUSPS-T30-11b redirected to T39
DFC/USPS-T30-1IC
redirected to T39
KE/USPS-T39-1a
KUUSPS-T39-1b
KUUSPS-T39-1C
KEIUSPS-T39-1d
KEIUSPS-T39-1e

CarIson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
CarIson
Carlson
Carlson
CarIson
Carlson
Carlson
Carlson
Carlson. OCA
Carlson
Carlson
Carlson
CarIson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
CarIson
Carlson
Carlson
Carlson

Carlson
Carlson
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
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KE/USPS-T39-1g
KEIUSPS-T39-1h
KEIUSPS-T39-2
KEIUSPS-T39-3
KEIUSPS-T39-5
KEIUSPS-T39-6
KEIUSPS-T39-7
KEIUSPS-T39-8c
KEIUSPS-T39-9
KEIUSPS-T39-1Oa
KEIUSPS-T39-1Ob
KE/USPS-T39-lOc
KEIUSPS-T39-1Od
KEIUSPS-T39-1Oe
KE/USPS-T39-1Of
KEIUSPS-T39-1Og
KEIUSPS-T39-1Oh
KEIUSPS-T39-11a
KEIUSPS-T39-12
OCAJUSPS-T39-1
OCAIUSPS-T39-2
OCAIUSPST394b
OCAIUSPS-T~~-~C
OCAIUSPS-T39-5
OCAIUSPS-T39-6
OCAIUSPS-T39-7
OCAIUSPSiT39-8
OCAJUSPS-T39-11
OCAIUSPS-T39-12
OCAIUSPS-T39-13
OCAIUSPS-T39-14
OCAJUSPS-T39-15
OCAJUSPS-T39-16
OCAIUSPS-T39-17
OCA/USPS-T39-18b
OCAIUSPS-T39-18C
OCAIUSPS-T39-19
OCAJUSPS-T39-20
OCAJUSPS-T39-21

KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
CSA. OCA
CSA. OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
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OCAIUSPS-T39-22

OCA

OCAIUSPS-T39-23

OCA

OCAIUSPS-T39-24

OCA

5362

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORY OF ASSOCIATION OF PRIORITY MAIL USERS, INC.
(APMUNSPS-T39-1)
APMUIIISPS-139-1. Please refer to your testimony at page 57, II. 4-6, where
you state that delivery confirmation data “provide an additional management
diagnostic tool in assessing parcel delivery and areas for improvement.”

a. Please describe how management uses delivery confirmation data as
a diagnostic tool.
b. What corrective action, if any, has management taken in response to
delivery confinnation data?
c. Does management use PETE or Priority Mail ODlS data as a
diagnostic tool? If so, what corrective action, if any, has management
taken in response to these data?
d. Do delivery confirmation data ever conflict with PETE or Priority Mail
ODlS data? If so, what weight is placed on the respective data?
e. Are delivery confirmation data used to monitor Emery’s performance
under the PMPC contract?
RESPONSE:

a. Management uses a variety of diagnostic tools for assessing parcel
delivery and opportunities for improvement. These include those
mentioned in part (c) along with customer complaints. The latest of
these tools is Delivery Confirmation, but there is no formalized use of
W e r y Confirmation data to measure the quality of parcel deliwy
service. Please see the Postal Service’s response to parts b c of this
.)interrogatory.
b. Redirected to the United States Postal Service.
c. Redirected to the United States Postal Service.
d. Redirected to the United States Postal Service.
e. Redirected to the United States Postal Service.

5363

,-

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF ASSOCIATION OF PRIORITY MAIL USERS, INC.
REDIRECTED FROM WITNESS ROBINSON
(APMUNSPS-T34-27)

APMU/USPS-T34-27. Please refer to pages 19 and 20 of your testimony. You state
that you project delivery confirmation volumes associated with Priority Mail based (in
part) on the adoption curve proposed by USPS witness Sharkey in Docket No. R97-1.
Does your projection of TYAR manual delivery confirmation usage with Priority Mail
reflect the proposed 14 percent increase in those rates? If so, what are the before and
after rates usages which you use?

RESPONSE:

No. Please see USPS-T-39, WP-10 in Library Reference 1-168. I assume there is no
volume change from Test Year Before Rates to Test Year After Rates.

5364

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF ASSOCIATION OF PRIORITY MAIL USERS, INC.
REDIRECTED FROM WlTNESS ROBINSON
(APMURISPS-134-29)

APMU/USPS-T34-29. At Attachment J to your testimony, you provide forecasts of
delivery confirmation transactions associated with Pnonty Mail for PI2001. Witness
Mayo proposes that signature confirmation "include delivery confirmation." How many
of your forecasted delivery confirmation transactions for PI2001 reflect signature
confirmation transactions?

RESPONSE:

The Priority Mail Delivery Confirmation transactions projected for PI2001 in witness
Robinson's USPS-T-34, Attachment J, include 21,659,000 Signature confirmation
transactions. See USPS-T-39, WP-25 in Library Reference 1-168.

5365

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIESOF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS-T39-1. Please state the basis for your understanding (page 17 of your
testimony) that a cost coverage close to the systemwide average was the intention at
the inception of the Bulk Parcel Return Service.

RESPONSE:

See Docket No. MC97-4,USPS-T-2. at page 16.

5366

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSNUSPS-T39-1-20)

CSNUSPS-T39-2. Please compare the activities covered by the proposed accounting
fee for BPRS, and the activities covered by the accounting fee for Business Reply Mail.

RESPONSE:

I used witness Campbell's advance deposit account fee cost for BRM as a proxy when
preparing the accounting fee proposals for BPRS, Merchandise Return service, and
Shipper Paid Forwarding service since there was no reason to believe that the advance
deposit account activities for these services are different. See USPS-T-29, page 11.

5367

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSNUSPS-T39-1-20)

CSNUSPS-T39-4. Please confirm that the Postal Service’s determination of when to
deliver BPRS returns and when the mailer can pick up BPRS returns signifies a lower
value of service. If you do not confirm, please explain.

RESPONSE:

Not confirmed. It is my understanding that the terms for mailers with large volumes of
returns are agreed upon mutually in writing between the mailer and the Postal Service,
and there is a good deal of flexibility in the terms that can be set. It is also my
understanding that these agreements provide for the use of bulk postage due rating
procedures and may include daily delivery of returns directly from the BMC. rather than
from the destination facility, which results in relatively expeditious BPRS parcel returns.
With respect to mailers with small volumes of returns, the pickup or delivery is dictated
by the volume of parcels, the availability of transportation, and the undesirability on the
part of the postal facility to store parcels. In neither case do I agree that the value of
service for BPRS is particularly low, and in the case of the large volume mailers at least,
Iwould contend that the value of service is relatively high.

5368

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-f-20)

CSA/USPS-T39-5. Please confirm that the existence of higher priced non-Postal
Service alternatives do not indicate the value of a particular Postal service, Le. higher
priced alternatives explain demand or usage of a Postal service. If you do not confirm.
please explain.

RESPONSE:
Not confirmed. The fact that the only alternatives available are priced much higher than
the available postal service makes that postal service of a higher value to the customer
than it might otherwise be if alternatives were priced at or near the price of the postal
service.

5369

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSNUSPS-T39-1-20)

CSNUSPS-T39-7. Please confirm that since half of the BPRS mailers pick up their
BPRS returns, BPRS has a lower value of service. If you do not confirm, please
explain.

RESPONSE:

Not confirmed. Please see my response to 4 above and note that while half the mailers
may pick up their own BPRS parcels, that does not mean that half of the BPRS parcels
are picked up, particularly when considering the large volume mailers generally have
their BPRS parcels delivered by the Postal Service.

53 70

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS.T39-8. Please confirm that BPRS does not have a setvice standard. 'f yo1
do not confirm. please explain.

RESPONSE:

Not confirmed. BPRS parcels are given the same priority in transportation, processing,
and delivery (except to the E.

it

8se parcels are picked up by the mailer) as any

other Standard Mail parcels. Please note that Standard Mail parcels are generally given
a higher priority than Standard Mail letters and flats.

5371

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS-T39-9. Please confirm that the lack of a service standard reduces the value
of service. If you do not confirm, please explain.

RESPONSE:

Not confirmed. Special services typically do not have a service standard, yet most
special services provide a high value of service.

5372

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSAIUSPS-T39-1-20)

CSA/USPS=T39-10. Please confirm that BPRS parcels receive low priority in terms of
transportation and processing; only ground transportation is used; and the Postal
Service determines the frequency of the mailer's pickup of BPRS parcels or its delivery
of BPRS parcels. If you do not confirm, please explain.

RESPONSE:
Not confirmed. Please see my responses to 4 and 8 above.

5373

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS-T39-11. Please confirm that the following indicate a lower value of service:
BPRS parcels receive low priority in terms of transportation and processing; only ground
transportation is used; and the Postal Service determines the frequency of the mailer's
pickup of BPRS parcels or its delivery of BPRS parcels. If you do not confirm, please
explain.

RESPONSE:

Not confirmed. Please see my response to 10 above.

5 3 74

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS-T39-12. Please confirm that only parcels mailed out Standard A can be
returned under BPRS. If you do not confirm, please explain.

RESPONSE:

Confirmed.

5375

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS-T39-13. Please confirm that the Postal Service's regulations for the BPRS
labels states that the "class of mail" designation on the label is "Standard Mail (A)." If
you do not confirm, please explain.

RESPONSE:

Confirmed.

5376

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSNUSPS-T39-14. On average, how many opened BPRS parcels were sent to a Mail
Recovery Center each month since BPRS was modified in MC994?

RESPONSE:

I have been informed that we do not track this type of information.

5377

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSAIUSPS-T39-15. On average, how many opened BPRS were sent to a Mail
Recovery Center each month between the creation of BPRS and the modification to
BPRS in MC994?

RESPONSE:
Please see my response to CSMJSPS-T39-14.

5378

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS-T39-16. In general, what percentage of BPRS returns contain
correspondence andlor a check for payment?

RESPONSE:

The Postal Service would have no way of knowing this percentage. I would assume
that only BPRS shippers themselves would know.

5379

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS-T39-17. Please confirm that the nine factors of the Act could support the
same cost coverage as Standard Mail A regular. If you do not confirm. please explain.

RESPONSE:

Not confirmed. The factors are applied differently. Please see my rebuttal testimony in
Docket No. C994.

5380

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS-T39-18. Please confirm that the attributable cost figure, plus contingency,
you are using is $1.13 per BPRS piece?

RESPONSE:

Confirmed.

5381

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS-T39-19. Please confirm that if BPRS were priced at $1.50, each BPRS
piece would cover their attributable cost and contribute $0.37 cents to institutional costs.
If you do not confirm, please explain.

RESPONSE:
Confirmed that $1.50 - $1.13 = $0.37.

5382

RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE CONTINUITY SHIPPERS ASSOCIATION
(CSA/USPS-T39-1-20)

CSA/USPS-T39-20. What percentage of BPRS returns are from customers who have
paid for the merchandise before receiving versus those customer who only have to pay
for the merchandise if they decide to keep it?

RESPONSE:

Please see my response to CSNUSPS-T39-16.

5383

T

RESPONSE OF UNITED ST ES POSTAL SERVICE WITNESS MAY0
TO INTERRROGA ORlES OF DAVID B. POPKIN
REDIRECTED FROM THE POSTAL SERVICE
(DBPIUSPS-I)

DBPIUSPS-1. With respect to the July 1999 version PS Form 3800,Certified Mail
Receipt, [a] Confirm that the article number has changed from one letter and nine digits
in previous forms to twenty digits in the present form. [b] Confirm that either the
customer is expected to show this number on the Return Receipt form when that
service is utilized or the number must be entered by the acceptance employee. [c]
Confirm that it will take a longer time to enter a 2Odigit number that [sic] a locharacter
number. [d] Do you feel that the doubling of the article number's size will add, subtract,
or be neutral with respect to the value of this service to the customer and explain your
answer? [e] Confirm that the numbers on a group of the previous forms ran in
numerical order while the new forms do not since they appear to change by 3 in the
next to the last digit and the final digit appears to be a check digit. [fl Confirm that some
mailers previously have been able to utilize some manuallautomated system for
entering the article number, such as a numbering machine or rubber stamp, and the
new numbering system will not allow for this conveniencb. h] Do you fed that the
change to non-consecutive numbers will add, subtract, or be neutral with respect to the
value of this service to the customer and explain your answer? [h] What percentage of
Certified Mail articles also utilize Return Receipt service? [il Confirm that the USPS
window clerk will take a longer time to enter a 2O-digit number than a locharacter
number both on the Return Receipt, if necessary, and also on the manually generated
delivery receipt, if necessary. [ilWhy was it necessary to double the size of the article
number? [k] Was any thought given to having a small peel off label on the receipt that
could be removed and placed on the Return Receipt card to indicate the artick
number? [I] Was that suggestion made to the Postal Service in comments that were
filed in the Postal Service's request for comments with respect to the introduction of
these new forms? [rn] If so, why was it not adopted? 11-11Confirm that transcribing a 20dig%number to a Return Receipt and/or manual delivery receipt will be l i k e to double
the chance for an error a8 compared to a locharacter number. [o] Explain and discuss
any subparts you are not able to confirm.

RESPONSE
a. Confirmed. See my response to DFCNSPS-T39-38(a&b).
b.

See my response to DFC/USPS-T39-38(c).
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DBPNSPS-1 '(CONTINUED)

c. See my response to DFC/USPS-l39-38(d).
d. Increased article number size will add value of service in many ways. First, the
twentydigit number enables the electronic data capture of delivery information and
recipient signatures. Second, retrieval of delivery information will be faster and
more reliable. Also, grouping numbers by fours may reduce the risk of transcription

errors. Additionally. large volume customers printing their own labels no longer
have to be assigned number ranges. They create their own article numbers
following their Dun & Bradstreet's Data Universal Numbering System (DUNS)
number. Finally, labels that cannot be scanned for delivery will be detected and
corrected by knowing the printer/produmr of the faulty labels.

e. The numbers on the new twentydigit postal barcoded labels run in numeric
sequence, but the last digit is a barcode check digit and is not part of the article
number sequence. Some early labels printed in December were out of sequence.
but that has since been corrected in current printing. Customers and vendors have
already begun reprogramming their automated cbunting systems to allow for the
check digit.
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DBPIUSPS-1 (CONTINUED)

f

Not confirmed. I have no knowledge of mailers using a numbering machine or
rubber stamp for certified mail numbers and furthermore have no knowledge of how
the efficiency of these systems would be affected. If certified mail users were using
these types of systems, they could always design Uleir own forms and put in
numbers issued in blocks.

g. The Postal Service has not changed to non-sequenced numbers. See my response
to (e) above.
h. See page 41 of my testimony.
i. See my response to DFC/USPS-T39-38(d) which applies to those circumstances in
which a return receipt is requested and when a delivery notice is used.
j. The longer number is required to standardiie the Product Tracking System (PTS)

database for all special services, so that all special service items can be uniquely
identified. Customer-produced labels and forms must have two digits for a service
code, nine digits for the DUNS number, eight dish for the serial number and one
check digit. Postal-and customer-produced numbers must all be the same number
of digits In the PTS. Also, see my response to part (d) above.
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DBPNSPS-1 (CONTINUED)

k. See my responseto DFCNSPS-T39-38(fg).
1. Yes.

m. See my response to DFCRISPS-T39-38(f-g).
n. Not confirmed. I do not know the odds for error in transcribing numbers, but
grouping number by fours on the new labels may make transcription errors less

likely.
0.

See responses above.
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DBPNSPS-2. In addition to the new barcoded Certified Mail receipt, please provide
the following information for any of the other accountable mail services that have/are
Name of Service [2] Number of characters utilized on the
introducedhng a new form: [I]
old form for the article number [3] Number of characters utilied on the new form for the
article number [4] Whether the article numbers will run in consecutive order in a group
of forms [5] A listing of all instances where this number has to be transcribed to another
form list the form@) and whether the transcription is made by the customer, USPS
employee, or could be made by either [SIThe percentage of return receipts utilized for
that service [7lWhether the receipt and article number label are a single form, such as
with Certified mail, or whether they are separate forms, such as with the present
Registered Mail forms.

-

RESPONSE:

USPS Labels
Certified Mail
Insured Mail
Registered Mail
Return Receipt
for Merchandise

Diaits Old Fom
lalpha. 9 num.
lalpha. 9 num.
lalpha. 9 num.

Diaits New Fprm
20 num.
20 num.
4 alpha, 9 num

lalpha, 9 num.

20 num.

Customer Printed
Certified Mail
Insured Mail
Registered Mail
Return Receipt .
for Merchandise

. Piaits Old Form

Diaik New Fonn
lalpha, 9 numeric 20 numeric
lalpha, 9 numeric 20 numeric
lalpha, 9 numeric 20 numeric
lalpha, 9 numeric 20 numeric

Consecutive #
Yes
Yes
Yes
Yes
Consecutive#
Yes
yes
Ye=
Yes
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DBPNSPS-2 CONTINUED

151:
Service
Certified Mail
Insured Mail
Registered Mail
Return Receipt for Merchandise

Transcribed to 3849
by carrier if redelivery needed
by carrier if redelivery needed
by carrier if redelivery needed
by carrier if redelivery needed

Service

Transcribed to 3811
by customer or clerk if return receipt requested
by customer or clerk if return receipt requested
by customer or clerk if return receipt requested

Certified Mail
Insured Mail
Registered Mail

[6] The percentage of return receipts for certified mail, insured mail, registered mail,

and return receipt for merchandise can be calculated using the volumes in WP-24 in
LR-1-168.

VI:
Service

C e r t i i Mail
Insured Mail ..
Registered Mail .
Return Receipt for Merchandise

SeDarate
no

no
Yes

no
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DBPNSPS-12. [a] Confirm, or explain if you are unable to do so. that there are two
main reasons why customers utilize the Registered Mail service, namely, first by
providing a more secure protection of their mail to ensure that it will not be lost in transit
and second, to obtain indemnity in the event of loss. [b] Provide any other reasons why
a customer would utilize Registered Mail {as opposed to Certified Mail or Insured Mail}.

RESPONSE
a. Not confined. 1 feel the main reason customers use registered mail is for the
security in acceptance, processing and delivery procedures. Ifeel that obtaining

indemnity in the event of loss or damage is a secondary reason, and actually would
not be applicable to those customers with articles valued above $25,000 (for the
portion over $25,000) or articles of no monetary value.
b. When compared to insurance, customers may currently choose to use registered
mail for items valued over $700 up to $5,000 as the registered mail fee is lower than
the insurancs fee.
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DBPNSPS-15. [a] Confirm that Insured Mail does not receive any special security from
the time that the mail is accepted until it anives at the delivery office. namely, it is
transported in a similar manner to the same type of mail without insurance. [b] Confirm
that mail insured for $50 or less does not receive any special security at the delivery
office. [c] Confirm that it will not be possible to determine, with absolute certainty, the
amount of insurance that has been purchased [any value from $50.01 to $50001 by
examination of the article [d] Explain and discuss any subpatts you are not able to
confirm.

RESPONSE:

. . ..

a. Confirmed.
b. Confirmed.
c., Not confirmed. If examination of the article indudes weighing the mailpiece the
postage can be subtracted from the total amount paid to anive at the fee paid.
Knowledge of the fee paid for insurance would give you the value level for which the
package was insured.
d. See response to part (c) above.
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DBPIUSPS-17 Wfih respect to Delivery Confirmation senrice, [a] Confirm that both the date
and the time of delivery Is provided to the mailer. [b] Confirm that some mailers will be
interested in both the date and t h e of delivery. [c] Confirm that some mailers will be
interested in just know that the article was delivered. Id] Confirm that the Postal Service
updates the database only
time per day. [el What Ume[s] is the update made? [q is
updating made on all delivery days? b] Confirm that other delivery services update their
dellvery records more often and perhaps even continuously? [h] Confirm that, in general.
mailers would find a greater value in having records updated more often than once a day. [i]
Is a scan made of the article St the time of mailing under all circumstances, including but not
limited to, mailing over a retail counter, mailing at a post office platform, depositing in a
collection box, and through a city deliverylruraVHCR carrier? If not, explain when articles are
scanned on miring. tjl Confiim, that the service is primarily for the benefit of the sender of
the article as opposed to the recipient. [kl For an article that is delivered by a city delivery
carrier along his route, advise at what point in the process will the article be scanned. [I] If it
will be scanned at the time of actual .delivery, advise the percentage of city delivery carriers
who carry scanning devices with them. [m] Same as [k] except for a rural or HCR delivery
carrier. [n] Same as [IJexcept for a ~ r aor
l HCR delivery carrier. [o] Confirm that there are
instances where a carrier will take a Delivery Confirmation article with all intentions of
deliiring it but for whatever reason will not make delivery. [p] Confirm that the value to
mailer may be less if the erticle is scanned prior to actual delivery both in not knowing that
the article was really deIiversd and not knowing the time of delivery. [q] Wfih respect to
ar&icles delivered ta Post ofiice Boxes, advise at what polnt In the delivery process the article
wiU be scanned. [rl Is it required before scanning to either place the article or the mail arrival
notice in the Post Office Box? If not, explain why not [neglect the short time of a minute or so
that it may W e to scan the article and then physicalty place it in the box]. [sJ If the article is
placed into the box, must the box section be accessible to the boxhoider at the time of
scanning? If not, explain why not. [t] If the mail arrival notice is placed into the box, either
becausa of size or requirement of Interacting with the recipient for signature, postage due,
etc., must the retail window be accessible to the boxholder at the time of scanning? If not.
explain why not [u] Confirm that Delivery Confirmation mally should be called "Piaced in the
condition that the article is avanable for the addressee to obtain the mail" Service while
Signature Confinnatlon and Return Recelpt Services Indicate actual dellvery to and receipt
by the addressee. In other words, the mailer will have no idea that the mail has been
received only that it has been placed into the addressee's post oftice box or mail box. [V
Explain and discuss any items that you are unable to confirm.

ow
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DBPIUSPS-17 (CONTINUED)
RESPONSE:

a. Confirmed.
b. Confirmed.

e. Confirmed.
d. Not confirmed. 1 am informed the database is updated each time a scanner is returned to
the transmission cradle and the communication window is open.
e. Updates to the database are made continuously throughout the day as information is
uploaded from the hand-held scanner to the database.

f. Yes.
g. Confirmed.
h. In general, mailen would probably find a greater value in having records updated more
frequently than once a day.
No. When the Delivery Confirmation mailpiem Is received over a retail counter, a scan is

made at the time of mailing. See response to DFCNSPST30-1 l(d).

Not confirmed. Delivery Confirmation service provides a value to both the sender and the
recipient. The sarvics could benefit the d p k m t by calling his or her attention to an
Important plea of mail, or helping him or her verify date and time of delivery.
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DBPNSPS-I 7 (CONTINUED)
RESPONSE:

k. A c’Q delivery carrier scans the Delivery Confirmation mailpiece at the time of delivery or
attempted delivery.
1. All city delivery carriers carry scanning devices with them.

m. A rural or HCR delivery carrier scans the Delivery Confirmation mailpiece at the time of
delivery or attempted delivery.
n. Virtually all rural or HCR delivery carriers carry scanning devices with them.
0.

Confirmed. For example, if the mailpiece does not frt in the mail receptacle and no one is
available to receive it. the item will be icanned as an attempted delivery.

p. Not Confirmed. If the sender is interested only in whether or not the package was
delivered, the knowledge of delivery alone provides the value. The database will contain
Informdon relating to the delivery status and the time that the item was scanned as
delivered.

q-r. The Delivery Confirmation mailpiece will be scanned immediately before delivery to the
post office box. However, if the mailpiece will not fit in the p a t office box, It m’ll be
scanned as an attempted delively. When the customer picks up the mailpiece at the
window it will be scanned as delivered. Sea my response to DFCNSPS-T39-14(a&b).
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DBPNSPS-17 (CONTINUED)
RESPONSE

s. The post oftice box section does not have to be accessible to the customer when a
Delivery Confirmation mailpiece is delhrered to a post office box. In those situations
where customers do not have 24-hour a day access to a box section, delivery of a
Delivery Confirmation mailpiece could occur before the post ofiice box section is open.

t.

The retail window does not have to be accessible to the customer when a mail arrival
notice is placed in a post o m box and an attempted delivery scan is made.

u. Not confirmed. The name of the service Meets the fundion of the service. Delivery
commonly means made available to the addressee, rather than placed in the addressee's
hands.

v. See responses above.
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DBPNSPS-24 W& respect to Shipping on Line, [a] Please confirm that customers whose
credit card is billed to a Post Office Box address may not utilize the service. Please explain
the reason fpr this requirement. D] Please Confirm the following notice appears in the
lrhipping process, “Note: Insurance )s provided by a non-USPS carrier. [c] Please confirm
that the name ofthe insurshce carrier is U-Pic. [d] Please advise the rates charged for this
insurance and variations that exkt between this service and that which is provided by the
Postal Service. [e] Explain and discuss any items that you are unable to confirm.

RESPONSE:

,-

a-c, e. Objection filed.

d. I do not know specifically about the insurance services associated with Shipping on Line.
Insurance services offered by companies other than the Postal Service generally are priced
much lower than the Postal Service’s insurance. See PRC Op., MCW-3, at 116.
Additionally, other insurance services are available over the Internet. unlike Postal Service
insurance.
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DBPAJSPS-26 With respect to the rates that are being proposed for printed stamped
envelopes, [a] Confirm that customers are required to purchase their envelopes by
shlpment from a central location. p] Confirm fhat the price shown in this Docket is for the
cost of the envelopes only. IC]
What is thb shipping charge for purchasing various quantities
of printed stamped envelopes? Id] Confirm that a purchaser of printed stamped envelopes
must pay for shipping and handling of the order and that the actual price paid for the
envelop& k greater than that Which has been proposed [by the amount of the shipping and
handling charge]. [e] why isn’t the shipping and handling charge included in the price so
that it will be an approved total prim and will be known to the customer? [fl Explain and
dscuss any Items that you are unable to confirm.

RESPONSE:

a. Confirmed.
b. The stamped envelope fees listed in my testimony on page 154, both current and
proposed, are for the envelopes only, and do not include shipping to the customer or the
postage shown on the envelope.
c. Objection fited.
d. Objection filed.
e. Objection filed.

f. See responses above.
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DBPRISPS-27 WM respect to Signature Confirmation service, [a] Confinn that when a
recipient of accountable mail now signs for mail, it is possible to compare the number on the
delivery receipt with the number on the article and once assured that they are the same can
sign the delivery recelpt knowing that the slgnature cannot be "transferred" to indicate that
another article was received. fb] Explain the " s e ~ d t y "features that will be In place to
ensure that the slgnature that is captured electronically will be associated with the proper
piece of mail. [c] Will the recipient be able to obsewe this procedure In order to ensure that
they have signed for the proper piece of mail. [d] If the recipient receives two or more
pieces of accountable man at the same time, will It be necessary for them to sign for each
individual article or can one signature be transfemd electronically to cover multiple articles?
[e] Same 8s [b] and [c] above if one signature may be transferred to two or more articles. [fl
Is Signature Confirmatlon service available as a stand alone service or must it be purchased
in conjunction with another setvice fiiso, specify the services to which it will be available]?
[gf Will the recipient be able to sign for both the Postal Service's deliery receipt [assuming
another servlce such as Insured mail is utilized] and the Signatrrre Confirmation service with
only a single slgnature? [h] Will recipients who presently utiliie a rubber stamp or other
automated methods of completing retum receipts be able to do so with this service or will it
be restricted to manual hand signatures only?
Why was this service restricted to Priority
Are there any other classes of single piece mail, other
Mail and Package Servicrrs only?
than First-class Mail, that will not be able to utilire this service? [k] Why was the service not
proposed for use with Flmt-Class Mail? [I] If that was an operational decision, please explain
why the service would not work with First-class Mail and yet work with Priority Mail or
Package Services. [m] If it was cost related, provide details on the loss of revenue that
would have resulted by the avaailabili of this selvice with First-Class Mail. [n] Does the
Postal Setvice believe that mailers of First-class Mail may find this seervlce to be of value to
them? [o] Has any survey beein completed to indicate the desire for this service? If not. why
not? tf so, pleas6 provide a copy. [s] will Signature Conknation provide all of the features
of Delivery Confirmation? If not, please explain. [t] How will the time of actual delivery be
recorded for access by the mailer? Iu] Explain and discuss any items that you are unable to

n]

confirm.
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DBPlllSPS-27 (CONTINUED)
RESPONSE
a. Confirmed that when a reclpient of awuntable mail signs for an item, the recipient can
be assured that the slgnature cannot be translbrred to indicate that another attide wes

received.
b. When delivering a Signature Confirmation mailpiece. the delivering employee will scan

the mailpiece barcode identilication and then scan the signed dellvery receipt barcode
.-

identification. Through optlcel scanning, the delivery receipt will be linked with the
associeted signature. Therefore, in the database the signature will be linked to the

correct mailpiece.
c.

Yes.

d. One signature can be transferred electronicaty to cover multlple articles.
e. See my responses to (b) and (c)above. The delivery employee will scan the article

number of all of the mailpiaces requiring a signature, then scan the signed delivery receipt
barcode identitication. The database will fink each mailpiece barcode with the delivery
receipt barcode. Through optical scanning, each delivery receipt will be linked with the

associated signature. Therebre, In the database the signature will be linked to each
correct mailpiece.
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DBPNSPS-27 (CONTINUED)
RESPONSE
f.

See page 145 of my testimony where I discuss the current prerequisite for Signature
Confirmation and a proposal to eliminate this prerequisite.

g. Yes.
h. It is my understanding that rubber stamps and other automated signature methods will be

eligible for use with Signature Confirmation service.

i. This service is not available for First-class Mail (other than Priority Mail) for the same

reason as Delivery Confirmation. See my response to DFC/USPS-T39-35 (a). For both

Delivery Confirmation and Signature Confirmation the Postal Service wishes to limit the
number and shape of articles so that it can ensure a hshquality of service. Also, see
PRC Op., R97-1, at 583-587, and witness Plunkett’s Docket No. R97-1 response to
DFC/USPS-T40-22 (e9attached.
j.

No.

k. See my response to (i) above.

1. See my response to (i)above.
m.

See witness Plunkett’s response to DFCnrSPS-T40-22(0-r), attached to part (0which
suggests that Delivery Confirmation for First-class Mail letters migM be more costly.

,
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DBPNSPS-27 (CONTINUED)
RESPONSE

n. I assume you are referring to First-class Mail other than Priority Mail.

The Postal Service

designed both Delivery Confirmation and Signature Confirmation 8s a valuable service for

Priority Mail and Standard Mail (e) customers. I have no information on whether or not
First-class Mail customers would view Signature Confirmation as a valuable service.
0.

No. See my response to (i)above.

s. See my response to DFCNSPS-T38-29 (b).
1. The time ofactual delivery will be recorded in the scanner when the mailpiece barcode is

scanned, and then transferred to a centralized database.

u. See responses above.
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DBPIUSPS40 [a] Are there plans to replace Return Receipt service by Signature
Confirmation service or some other form of electronic scanning method or are plans to retain
Its current format of manual completion and processing? [b] will it be possible for a customer
utilidng Signature Confirmation &enriceto request that they be f u n b t d with the delivery
data at the time of mailing the article or must they wait until It has actually been delivered?

RESPONSE:
a. There are no current plans to replace retum receipt (green card) service with Signature
Confirmation service or any form of electronic scanning. The optlon of obtaining B
traditional return receipt will continue into the foreseeable future. The new signature
capture and electronic record management system provides an opportunity to improve
existing services and create new options for customers to get signatures and delivery
information. For example, the new system will be used to improve the value of existing
return receipt after mailing service (PSForm 3811A) by reducing the cost and increasing
the speed and reliability of provMing delivery information to customers. These
improvements are reflected in the lower fee proposed for ntum receipts after mailing.
b. The customer will haw to wait until the mailpiice has actually been delivered.
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DBPNSPS44. WRh resped to the new forms for Certified Mail and Insured Mail receipts,
there is box on the top of the form marked "ArWq Sent To" and at the bottom is a separate
threeline box for Neme, Street, City. If 1 send an aNde addressed to John Q. Public, 100
Main Street, Engtewood NJ 07631-1234, what information gets entered into the top box and
what informationgets entered into the three boxes at the bottom of the form? If any of this
information is repeated, please explain the reason for duplication.

RESPONSE
The window clerk Writes the city,state,and ZIP Code of the recipient in the top box. The
mailer normally would mite the recipient's name, street address, and dty, state, and Zip

*

Code in the three bottom boxes, respectively unless the window clerk does this for the
mailer.

The top box has been designed for future use with the POS-1 system. POS-1 will

automatlcally print the information the cferk currently writes in the top box.

Incidentally. the forms you are referring to with the 'Article Sent To' box at the top are dated
July 1999 and have been replaced with new forms dated February 2000 (attached). The

new forms FKD longer have the words "Article Sent To. so as to alleviate any confusion il may
have caused the mailer.

?

,
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DBPIUSPS45. With respect to the proper completion of PS Form 381I,
Return Receipt, as
observed on a mailing of twelve [the ones that had a manual signature] Certified Mail letters
that I mailed last month, [a] Confirm that the name of the person signing the receipt should
be printed in Part A. [b] Please explain why 11 of the 12 receipts that I received did not
have the printed name? [c] Confirm that the date of delivery should be entered in Part B. [d]
Confifmthat the date of the m n t h alone Is not a satisfactory entry for the Date of Delhrery.
[el Confirm that the month and the date of the month alone is not a satisfactory entry for the
Date of Delivery. [t] Confirm that the Date of Delivery must include a month, date, and year
to be correct. Is] Please explain why one return receipt did not have any date of delivery
and three did not show the year of delivery. [h] Please confirm that one of the two boxes in
Pari C, namely Agent or Addressee, must be checked in ail instances. [il Please explain
why only one return receipt had a check mark. Dl Please confirm that one of the two boxes
in Pari D, namely Yes or No,must be checked In all instances. [k] Please explain why nune
of the twelve return receipts had a box checked. p] Confirm that a mailer, such as myself,
. would be required to pay $1.25 to obtain the additional.retum receipt service on each of the
twelve letters that were mailed. [m] Confirm that the printed name box may add to the value
of the return receipt service depending on the needs and requirements of the mailer. In]
Confirm that the Date of Delivery information may add to the value of the return receipt
service depending on the needs and requirements of the mailer. [o] What is the period of
time that the Postal Service will maintain delivery records for accountable ma117 [p] Confirm
that once the period of time provided in response to Subpart [o] has passed, it will not be
possible for the Postal Service to advise whether a return receipt card with the Date of
Delivery shown as 2-11 was February 11, 1997,1998, or for that matter any $iven year
[other than the dates that fall within the times shown in response to Subpart [o] assuming
that the delivery receipts and the appropriate search have been properly completed]. [q]
Confirm that having an accurate date of delivery shown on the return receipt may add to the
value of the return receipt service depending on the needs and requirements of the mailer.
[r] Please explain why 6 of the 9 tax returns that Ifiled last year by Certified Mail Return
Confirm that the status of the
Receipt had incorrect dates of delivery shown on them. [SI
signer, Agent or Addressee, information may add to the value of the return receipt service
depending on the needs and requirements of the mailer. [t] Confirm that the checking of the
Yes or No box in Part D may add to the value of the return receipt service depending on the
needs and requirements of the mailer. [u] Confirm that the Yes or No box in Part D was
established so that a mailer would have a positive notation that the delivery address was or
was not the same as the address the article was addressed to, namely, without the YeslNo
box, no new address shown could either mean that the article was delivered as addressed or
the new address was not shown as required. [VI
Conflrrn that a mailer utilizing return receipt
service would normally have to assume, unless there was contradictory evidence such as the
card showing a date of delivery before the date of mailing or showing a date of delivery after

-

-
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the card was received back, that the date of delivery as shown on the return receipt card was
correct. [w] Is a mailer who receives an improperly completed card entitled to a refund of the
return receipt fee? Ifnot, why not? [XI
What action should a mailer take if the retum receipt
is returned without being properly completed? b] Confirm that a mailer may obtain a
Duplicate Return Receipt when a return receipt is either not received or is received without
being properly completed. [z] Please explain the procedure, in detail, that a mailer must
follow to obtain a duplicate. [ea] Confirm that a mailer has the option of either mailing a
Certified Mail letter a! a post office for postmarking the receipt or just mailing the letter
without obtainlng a mailing receipt. [bb] Confirm that once the latter has been mailed, either
with or without getting the receipt postmarked, the letter is processed and delivered the same
way. [cc] Confirm that a mailer who requests a Duplicate Return Receipt will be able to
obtain it without payment if he is able to present a postmarked receipt that shows that a
return receipt was paid for at the time of mailing. [ d q Confirm that a mailer who requests a
Duplicate Return Receipt will be able to obtain it by maklng a payment if he is unable to
present a postmarked receipt that shows that a retum receipt was paid for at the time of
mailing. [eel Confirm that many mailers may not realize the importance of having the
mailing receipt postmarked to save the potential cost of a duplicate return receipt. [q Why
doesn’t the mailing receipt indicate this requirement in the last bullet item? [gg] Confirm that
the necessity of obtaining a duplicate return receipt will reduce the value of service to most
mailers. ph] Are return receipts checked by a postal employee before they are returned to
the mailer? [ii] Ifso, please advise the items which are checked? [ul Would proper
checking of retum receipts eliminate the problems with return receipts? If not, why not? [kk]
What percentage of all return receipts receive this post delivery checking? PI] Please
explain and discuss any subparts you are not able to confirm.

RESPONSE:

a. Not confirmed. The person slgnlng for the article may not necessarily be the person
initially receiving the article.
b. I have no information with which to answer the question. I would need quite a bit of
information before I could begin to speculate.

...
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c. Confirmed.

d. Confirmed.
e-f. Not confirmed. The year of delivery would not have to be printed for the date to be

comct.
g.

See my response to (b).

h. Not confirmed. If the return receipt was signed by someone other than the person to
whom the article was addressed, the "agent' box

be checked. If it is obvious from

the signature and printed name of the person receiving the article that they are the person
the article was addressed to checking the "addressee" box would not be necessary.

i. See my responses to (b) and (h).
j. Not confirmed. If the delivery address is different from the address in section g , the
delivery address will be entered in section D. Therefore, checking the yes or no box
would not be necessary.

k. See my responses to @) and 0).
1.

confirmed.

rn. C o n f i d .

n. Confirmed.
0. The Postal Service will maintain delivery records for accountable mail for two years.
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p. Confirmed.

q. Confinned.

r. See my response to (b).
8.

Confirmed.

t. Confinned if there is no delivery address written In part D. See my response to (j).

u. See my response to DFC/USPS-T39-5(a).
v. Confirmed that that would be a reasonable assumption.

w. Not if the return receipt servics was provided. I would need more Infonation as to what
"improperly completed' means. See response of witness Plunkett to your Docket No.

R97-1 interrogatory, DBPAJSPS-34.
x. A mailer could consult either hidher local postmaster or the postmaster at the ofice

where the accountable mailpiece was delivered ifthe mailer receives a return receipt
hdshe believes was not properly completed, and hdshe needs additional information.
y. See response of witness Plunkett to your Docket No. RB7-1 interrogatory. DBPIUSPS-34.

z. See DMM S915.4 for the procedure for obtaining a duplicate return receipt.
aa. Confirmed.
bb. Confirmed.

cc. Confirmed.
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dd.Confirrned.

ee. Not Confirmed. It is clearly stated on the back of the Form 3800 that to receive a fee
waiver for a duplicate return receipt. a Postal Service postmark is required on the Form

3800.
ff. The bullet item on the back ofthe Fonn 3800 that discusses Form 3811provides

information on receiving a fee waiver for a duplicate retum receipt.
gg. Not confirmed. The knowledge that the maiipieca was delivered and signed for would

provide the value of service, regardless of whether or not It is on an original or a duplicate
return receipt.
hh-ii. The delivery employee for the accountable mailplea? would check the return receipt as
part of the form completion process. See witness Plunkeft's responses to your Docket
No. RQ7-1 interrogatorles, USPSiDBP-28 and USPSIDBP-29.

j. Ido not know.
kk. If you are referring to the form completion process done by the delivery employee then
all return receipts would receive post delivery checking. See response to hh-ii.
11. See responses above.

5410

RESPONSE OF POSTAL SERVICE WITNESS MAY0
TO JNTERROGATORIES OF DAVID 6. POPKIN
REDIRECTED FROM THE POSTAL SERVICE

DBPIUSPS-47. [a] Confirm, or explain if you are unable to do so, that effective June 8,
1997, the service for return receipts changed requiring the delivery employee to indicate the
address of delivery if different from the address on the mailpiece. [b] Confirm. or explain if
you are unable to do 60, that the servlce available on June 8th represents a difference in the
Other than the mention on Page
servlce that was provided at the basic fee on June 7th. IC]
9 of the May 22,1997 Postal Bulletin. provide references and copies of all directives issued
by Headquarters notifying the field of this change. (4Has the Postal Service conducted any
tests to detenine the level to which the field is complying with the requirements to provide
an updated address when appropriate? [e] If SO. provide details and results of the tests. [fl
if not, explain why not including reasons why one would consider Return Receipt service to
be a quality service, particularly with respect to providing customers with updated addresses.

RESPONSE:
a-b. See witness Piunkett's response to your Docket No. R97-1 interrogatory DBPIUSPS-27.
c.

See response to DFCIUSPS-T39-5(c) and witness Plunkett's response to your Docket

No. R97-1 interrogatory DBP/USPS-27.
d. No such tests have been conducted.
e. Not applicable.
f. I would assume most return receipt customers would be more concerned about fhe

delivery of the accountaMe mailpiece and not very concerned about the address if
different. just so long as the piece was delivered and signed for. Prior to Docket No.
MC96-3 when the whom and when delivered was combined with whom, when, and where
delivered for return recelpt service, an overwhelmlng majorl!y of customers did not
choose the address ifdifferent option,

See my testimony at pages 135136 where I

discuss the value of service from return receipts.
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DBPIUSPS-48. [a1 Confirm, or explain ifyou are unable to do so. that Section 822.111 of the
Postal Operations Manual [POMI requires that the delivering carrier or window clerk will
obtain the signature or authorired signature stamp of the recipient of an article utilizing the
Return Receipt Servlce. [b] Confirm. or explain if you are unable to do 80, that POM Section
822.1 3 1 also requires the delivery employee must complete the date of delivery if the
addressee has not already done 80. [c] Would it be reasonable to expect the delivery
employee to check to ensure that the Retum Receipt has been properly signed? Id] Would it
be reasonable to expect the delivery employee to check to ensure that the Return Receipt
has the name of the addressee printed In addition to the signature? [e] Would it be
reasonable to expect the delhrery employee to check to ensure that the Return Receipt has
the Correct date of delivery entered on it? [fl Would it be reasonable to expect the delivery
employee to check to ensure that the Return Receipt has been properly completed? [g]
Would it be reasonable to expect !he delivery employee to make any necessary correctjons
to the information provided on the return receipt? [h] Explain any negative answers to
subparts c through 8. fl WiJl the delivery employee referenced in POM Section 822.111
always be an employee of the United States Postal Service? If your response to subpart h
is not an unqualified yes, list ail examples and instances in which the delivery employee will
not be a USPS employee. [k] Do the requirements of POM Section 822.1 11 apply to the
necessify of having the delivery employee ensure that the Return Receipt is completed at the
time of delivery [the time at which the custody of the mail is transferred from the control of the
United States Postal Service to the control of the addressee]? [q If not, explain any
instances in which R is not required. [m] Do the requirements of POM Section 822.111 apply
to the necessrty of having the delivery employee ensure that the Return Receipt is completed
at the time of delivery with respect to aU agencies, departments, or organizations of the
federal government? [n] Same as subpart [ml except with respect to those of any state or
local government. [o] Same as subpart [m] except with respect to delivery to any nongovemment addressee. @] Do the requirements of POM Section 822.1 11 apply to the
ne-cessity of having the delivery employee ensure that the Return Receipt is completed at the
time of delivery regardless of the number of return receipts that are involved in the delivery?
Explain and list any instances with respect to any negative answers to subparts [rnl
through [o]. [r] Confirm. or explain if you are unable to do so. that the delivering employee
will be required in all instances to determine if the delivery address differs h m the Original
address shown on the article and if so to provide the new address on the Return Receipt
caM. [SI
Confirm, or explain if you are unable to do 64. that the delivering employee will be
required In all instances to determine if the delivery address differs from the original address
shown on the article and if not to check the box on the return receipt card to indicate that the
article was delivered to the same address as originally addressed. It] Confim, or explain if
you are unable to do so, that the requirements speclfied in subparts r and swill apply to all
types of addressees Including, but not limlted to, those types mentioned in subparts m

{a
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through 0. [u] Confirm, or explain if you are unable to do so,that the delivering employee will
be requlmd In all Instances to glve all return receipts to the clearing clerk daily. [VI
Confirm,
or explain if you are unable to do so,that subpart u means that for all return receipts which
are being requested for mail which is dellvered on a ghren day will be turned over to the
clearing clerk that same day. [w] Confirm, or explain if you are unable to do so,that the
requirements specified in subpart u will apply to all types of addressees including, but not
limited to, those types mentioned In subparts rn through 0.

RESPONSE:

a-b. See witness Plunkett's response to your Docket No. R97-1 interrogatory DBPIUSPS26(a-b), filed November 70, 1997.
c-w. See witness Plunkett's response to your Docket No. R97-1 interrogatory DBPIUSPS28(c-v).
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DBPIUSPS4g. [a] Confirm, or explain if you are unable to do so, that Section 822.112 of the
Postal Operations Manual requires that the clearing clerk must evaluate all return receipts
that have been turned In to ensure that they are properly completed. b]Would it be
reasonable to expect the clearing clerk to check to ensure that the Return Receipt has been
properly signed? [c] Would iibe reasonable to expect the dearing clerk to check to ensure
that the Retum Receipt has the name of the addressee printed in addition to the signature?
[d] Would it be reasonable to expect the clearing clerk to check to ensure that the Return
Receipt has the correct date of deliiery entered on it? le] If there are any instances where
the return recelpt is not given to the clearing dark on the date of delivery, explain how the
dearing clerk would be aware of the date of deliiefl
Would it be reasonable to expect
the clearing derk to check to ensure that any requirements for restricted delivery have been
complied with? Is] Would it be reasonable to expect the dearing clerk to check to ensure
that any requirements for notifying the sender of a new address have been complied with7
Would it be reasonable to expect the dearing derk toeheck to ensure that any
requirements for mwng the sender that there is no new address [namely, the box has been
checked to show this] have been complied with? [i] What corrective action should the
clearing derk take if in evaluating a return receipt it is noticed that 1. the card is not properly
signed, 2. the name of the person signing has not been properly printed, 3. the correct date
of delivery has not been shown, 4. the restricteddelivery requirements have not been
complkd with, 5. a new address has not been provided when there is one, or 6. the box has
not been checked when there is no new address. bl Confirm, or explain if you are unable to
do so, that all return receipts must be mailed [namely, placed into the mal Stream for
pmessing and transporting and delivery to the sender] no later than the first workday after
delivery. [k]Explain why P O M Section 822.112does not require that the clearing clerk mail
the return receipt card on the date of delivery rather than allowing it to be held until the next
workday. 01 Confirm, or explain 1you are unable to do so,that the requirements specified in
subparts b through j will apply in all instances regardless of the type of addressee or the
number of Mum receipts involved. [m] Confirm, or explain if you are unable to do SO. that
the clearing derk referenced in POM Section 822.112 is an employee ofthe United States

m

Postal Service.
RESPONSE
a-m.

See witness Plunkett's
DBPILISPS-29.

revised response to your Docket NO.R97-1 interrogatory
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DBPNSPS-50. With respect to the utilization of other than a signature by hand on the return
receipt card, confirm or explain if you are unable to do SO. that POM Section 822.2 requires
that, [a] In those cases where the article is addressed to a federal or state official or agency,
a rubber stamp showing the name of the agency or organization may be utllized. [b] This
rubber stamp must show the name of the agency or organization and not just the name of an
individual. [c] The ability to utilize a printed rubber stamp or other automated means [as
opposed to one which has a facsimile of a written signature of an indlvidualj may only be
used by a federal or state agency. [qA federal agency is one in which the employees of the
agency are employees of the United States Government. [e] A state agency Is one in which
the employees of !he agen-cy are employees of one of the 50 states of the United States of
America. tfJ This provision does not apply to other governmental agencies such as, muitistate agencies, counties, municipalities, school districts. [a] This provision does not apply to
companies or other non-govemmenfal agencies. [hJfor all addressees other than federal
and state agencies, the rubber stamp or other automated means must include a facsimile,
hand-written signature of the individual who is authorized to accept accountable mail. [ij The
type of addressee noted In subpart h may not utilize a rubber stamp or other automated
means which contains printed information only [such as the name of the agency]. 1 Explain
any non-confirmations.

.

RESPONSE:

a-b. Confirmed that Section 822.21 says 'A return receipt on mail addressed to a federal or
state official may be signed for with a stamp showing the name and location of the accepting
organization.. .'".
c-j. See witness Plunkett's response to your Docket No. R97-1 interrogatory DBPIUSPS-30.

5415

RESPONSE OF POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DAVID B. POPKIN
REDIRECTED FROM THE POSTAL SERVICE

DBPIUSPS-51. [a] Confirm that on August 1, 1996, Sandra 0. Curran, Acting Manager,
Delivery, sent a letter to all District Managers Subject: Failure to Obtain Signature on PS
Form 3811 Domestic Return Receipt. [b] Confirm, or explain if you are unable to do so, that
this letter indicates that all District, Managers are to take a proactive approach with all of their
delivery offices to ensure that return receipts are not being signed for at a "later", more
convenienl time and therefore thls would require that the return receipt be slgned for at the
time of delivery. [c] Confirm, or explain if you are unable to do so. that this letter indicates
that any long standing, unofficial arrangements that promote or provide for exceptions to the
state procedures for "convenience' should be voided If they exist. [d] Confirm, or explain if
you are unable to do so, that this letter indicates that a lack of realization by some employees
that the customer has paid for thls service and any arrangement that makes it easier for the
addressee at the expense of that service should not be tolerated. [e] Is this letter still in
force? [fj If not, provide a copy of the letter which superseded or modified it. fg] Provide
copies and references of any directives that have been Issued since August 2, I996 which
relate to the provision of return receipt service.

-

RESPONSE:
ad. See witness Plunkett's response to your Docket No. R97-1 interrogatory DBPIUSPS-31.
e. This letter is stili In force.

f. Not applicable.

g. I am not aware of any directives issued since August 2.1996.
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DBPIUSPS-52. [a] Bottom Ilne, is it a requirement of the United States Postal Service that
all accountable mail, Including any return recelpts that are associated with the mail piece. be
signed [this Indudes the use of a signature stamp under the provisions of POM Section
822.2) for by the addressee at the time of delivery [namely, when the control of the mail piece
transfers from the United States Postal Service to that of the addressee] and that the
requirements for the completion of the retum receipt also be completed at the time of delivery
in accordance with the provislons of POM Sectlon 822 and that VIIS applies to any and all
addressees throughout the United States who might receive accountable mail and also
applies regardless of the quantity of mail Involved. [b] If your response to subpart a is not an
ynauallfle$ yes, provide a complete listing of all exceptions to the requirement and the
authority authorizing that exception. [c] Confirm, or explain if you are unable to do so, that
the cost for a return receipt is presently $1.25 and that this charge will apply for each
separate accountable mail piece for which return receipt service is desired. [q Confirm, or
explain if you are unable to do so, that should there be iO.000 accountable mail pieces
requesting return receipt sewice being delivered to a single addressee on a given day that
each of the senders paid a fee of$1.25 for the return receipt and that the total revenue
received by the Postal Service for processing all ten thousand retum receipts will be
$12.500.

RESPONSE:

,

%

a-b. See witness Piunkett's response to your Docket No. RQ7-1interrogatory DBPIUSPS-32.

c. Confirmed only that the price for a return receipt is presently $1.25 for non-merchandise,
non-after-mailing service, and this fee would apply for each separate accountable
mailpiece for which this return receipt service is requested.
d. Your multiplication appears to be correct.
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DBPIUSPS-53. In order to determine that the Return Receipt service provides a value to the
malter, [a} Enumerate and provide details of all studies and tests that have been performed

or conducted by the Postd service in the past ten years [since Docket R90-l] to determine
needs and desires for return receipt service. [b] Same as subpart a
the quality of service being received by return receipt users. [c] Same

- 3 ssubpart a except to determine the extent to which the return receipt service is being
provided as mandated in the regulations. [d] Explaln why the responses to subparts a
through c indicate that the Postal Service is making a concerted effort to provide a quality
SeIVlCe. [e] Confirm, or explaln If you are unable to do so,that one of the purposes of the
return receipt is to provide evidence of delivery to the sender and that this evidence is being
provided by an independent third party, namely the Postal Service. [fJ Confirm, or explain if
you are unable to do so, that the Postal Service used to apply the red validating stamp to
refurn receipts and that this procedure was terminated. [g] When and why was the use of
this procedure terminated end provide copies of the directive doing so? [h] Wouldn't the date
on the red validating stamp be more likely to be correct than a date that was handwritten? [fl
Wouldn't the presence of the red validating stamp on the return receipt provide a greater
level of authenticity of the return receipt than one wiVIout it? [il Explain any negative
responses to subparts h and i particularly in light of the desire to provide a quality product.
[k] Confirm, or explain if you are unable to do so. that the application of a red validation
stamp impression on a retum receipt by other than an authorized Postal Service employee
would be a violation of the law.
Are there any plans to resume the use of the red
validating stamp? [m] Confirm, or explain If you are unable to do so,that there are times
when the actual date of delivery is significant to the mailer utilizing return receipt service. [n]
Confirm, or explain if you are unable to do so,that there are times when name of the
recipient is significant to the mailer utilizing return receipt service. [o] Confirm, or explain if
you am unable to do so, that there ere times when prompt notification of delivery is
slgnificant to the mailer utilizing return receipt service. b] Confirm, or explain ifYOU 81%
unable to do so, that provision of the return receipt as p m f of delivery and proof of delivery
date having been furnished by an independent, disinterested third pa*, such as the Postal
Confirm or explain If you are unable to do
Service, is significant to the mailer at times.
so, that failure of the Postal Service to process return receipts in the manner specified in the
regulations may Increase the likelihood of a decrease in value to the mailer who Is expecting
one of the services noted in subparts rn thrwgh p.

m

[a
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DBPRJSPS-63 CONTINUED

RESPONSE:

a. See Witness Plunkett's response to your Docket No. R97-1 interrogatory DBPIUSPS-33.

b-c. See my response to DFCRISPST3B-3.
de. See wltness PLnkett's response to your W e t No. RQ7-1interrogatoryDBPNSPS-33.

FI. See witness Plunkett's response to your Docket No. R97-1 interrogatoryDBPRISPS-33,
filed November 10.1QQ7.

rnq. See witness Plunkett's response to your Docket No. R97-1 interrogatory DBPNSPS-

33.
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DBPNSPS-54. DMM Section S915.1.6 states, Return receipt fees are refunded only if the
USPS fails to furnish a return receipt. May a refund be claimed for the following: [a] The
return receipt which is received back is not signed. [b] The return receipt which is received
back does no! have the printed name of the recipien!. [c] The return receipt which is
received back does not show a date of delivery. [qThe return receipt which is received back
shows an Incorrect date of delivery. [e] The return receipt which is received back does not
show a new address where delivered when there is one. Ifl The return receipt which is
received back does not have the box checked to show that there was no change of delivery
address. b]The return receipt which Is recelved back was mailed by the delivery office later
than the next business day following delivery. [h] The return receipt which was recelved back
utilizes a rubber stamp or other automated signature which does not meet the requirements
of POM Section 622.2. lil There is evidence that the accountable mail was delivered to the
addressee to complete the return receipt at a later, more convenient time and therefore the
return receipt was not obtained by the Postal Service at the time of delivery. [il The return
receipt is not received. [k] A duplicate return receipt Indicates that the article was not
delivered. The article is returned by the Postal SeI'diCe without delivery. [m] Confirm, and
explain if you are unable to do so,that the r e f e r e n d DMM section also implies that the
return receipt which is furnished meets the requirements of the Postal Service. In] Explain
any of the Items for which a refund of the retum receipt fee would not be authorized. [o]
Confirm, or explain if you are unable to do so, that the necessity of a sender to request a
duplicate return receipt just io fix a problem caused by the improper completion of the origina
return receipt will reduce the value of the service to the mailer.

m

RESPONSE

a*. See witness Plunkett's response to your Docket No. R97-1 interrogatory DBP/USPS-34
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DBP/USPSBO. Please advise whether the Internal Revenue Service will accept as proof of
mailing and/or delivery letters that are sent to them with each of the following services: [a]
Certificate of Mailing Ib] Certified Mail
Certified Mall I Return Receipt [d] Delivery
Conflmation [e] Sinature Confirmation [fJ Express Mail. [9] Please provide any
instructions or posters, In the past three years, which relate to the use of special services
with respect to mail sent to the IRS.

IC]

RESPONSE:

a-f. You need to ask the Internal Revenue Service about its pollcles and regulations and
interpretation of relevant laws. The Postel Service cannot answer for another
Government agency.

g. Attached.

-
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DBPNSPS-81. On lines 4 and 5 on page 150 of USPS-T-39, the witness stated, "if
purchased from a postal facility providing collection." What type of postal facility does not
provide collection service?

RESPONSE:

Certain postal facilities with administrative functions do not provide mail collection.
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DBPnJSPS-82. On line 12 on page 123 of USPS-T-39, the witness stated, "Postal insurance
is automatic with any registered mail valued above $100." If this an error? If not, please
explain.

RESPONSE

No. Actually, postal insurance is automatic with any registered mail valued at least $0.01.
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DBFIUSPS-86. [a] Please provide a listing of prestigious ZIP Code areas that witness 39 is
referring to on lines 1 and 6 on page 104 of USPS-T-39. [b] Please confirm, or explain if you
are unable to do so, that boxholders might be interested in having an address in a
prestigious post office name but not in a given ZIP Code -for example, in the Princeton NJ
area, boxholders might find the Princeton address prestigious, white I really can't imagine
them beating down to doors to get a 08542 or 08543 ZIP Code. [c]Provide an estimate of

the number of prestigious cities or areas that exist in the country and provide a listing of at
least five of them and why you feel they are prestigious. [d] What percentage of the total
number of facilities having post office boxes does your response to subpart c calculate io?

RESPONSE:

a. Some obviously prestigious ZIP Code areas were identified in Docket No. MCB6-3.

USPS-T-7, pages 25-28. Any ZIP Code area could be potentially prestigious from the
viewpoint of the customer desiring box service.
b. Confirmed only that some boxholden might be mom interested in the name of the ZIP
Code area as opposed to the particular ZIP Code.

c. See my response to (a) above.

d. See my response to (a) above.
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DBPIUSPS-86. On lines 8 through 11 on page 104 of USPS-T-39, there are two references
to receiving mail early in the day as an advantage of having a post office box. [a] Is a postal
facility required to post a sign in the box section indicating the time that all mail will be in the
boxes? If not, why not? [b] What percentage of the days would you consider to be
reasonable for the mail not to be in the boxes by the posted time. [c] Please discuss your
belief why your response to subpart b is reasonable.

RESPONSE:

a. Yes

b-c. The Postal Service makes every reasonable attempt to put up all box mail by the posted
time. Given unknown extenuating circumstances, what is reasonable could vary from office
to office depending upon the situation.

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DAVID B. POPKIN
REDIRECTED FROM THE UNITED STATES POSTAL SERVICE

DBPNSPS47. On lines 17 to 20 on page 108 of USPS-T-39, the witness provides the
rounding constraints that were used in determining the final rate for post oftice boxes. [a]
Please confirm, or explain and discuss if you are not able to do so, that the use of rounding
constraint is to found offthe final rate to an even multiple value of that rounding constraint
namely if one uses a rounding constraint of $10, then the final rate must be a multiple of $10
such as $60 or $70 but not $75. [b] Please discuss and support the choice of each of the
rounding constraints utilized. [c] Specifically describe why you feel that a rounding
constraint of $5 in Group 82 vs. $2.50 in Group C3 is appropriate since there is only a $2.50
difference in Box size 1 rates [I have converted all numbers to the minimum rental period],
[d] In a similar manner a rounding constraint for Group C4 is $2.50 and Group C5 is 50
cents with a $3.50difference in Box size 1 rates. [e] Also, please explain the
reasonableness of the large rounding constraints when compared to the 10 cent rounding
rate utilized for academic institutions [DMM Section D910.4.111.

-

RESPONSE:

a. Confirmed.
b-d. The onedoliar annual reonding constraints for Groups C5,D6 and D7 are consistent
with past and current rounding constraints for all box bees since 1995. The five-dollar
annual rounding constraint in Groups C3 and 01 and the ten-dollar annual rounding
constraint in Group 82 promote fee simplicity and identifiable relationships between the
box sizes and are consistent with Criterion 7.

e. The 1OCehrounding for the charge is applied to a portion of the fee that has already had
a larger rounding constraint applied (currently one dollar).
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DBPIUSPS-88. For each of the special services rates that utilized a rounding constraint
greater than one cent, provide a tabulation of the service, specific category. rounding
constraint utilized and the reasons for its choice, the rate that would have been used if there
was a rounding constraint of one cent, and the final rate chosen.

RESPONSE:

The rounding constraints used in the special services fee designs are addressed in the
applicable "Fee Design' sections of my testimony.
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DBPIUSPS-102. [a] Confirm, or explain and discuss if you are not able to confirm, that the
Inspection Service Area Coordination Audit Report on Special Services [USPS-LR-I-200]
indicates that there were problems in the Northeast Area with the handling and processing of
Registered Mail, Certified Mail, and Return Receipt service. [b] Provide a listing of the
reasons why it is felt that these problems are unique to the Northeast Area and would not be
expected to occur in the remainder of the country. [c] Provide details of any similar studies
that have been requested or conducted in other areas of the country to ensure that these
classes of mail are being processed in accordance with proper procedures. [dl Have any
follow-up audits been conducted in the Northeast Area. If so, provide details. [e] On a scale
of 1 [being the lowest] to 10 [being the highest], how would you rate the level and value of
service that the mailing public would perceive getting if they knew all of the facts with respect
to processing of Registered Mail in the offices covered by the Audit. Explain your reason for
choosing that number. [fJ Same as subpart e except for Certified Mail. [g] Same as subpart
e except for Return Receipts.

-

RESPONSE:

a. Confirmed.
b. There are no reasons for the Northeast Area to be considered unique with respect to the
handling and processing situations.
c. I have no knowledge of any similar studies.
d. I have no knowledge of any follow-up audits conducted.
e-g. The audit findings do not affect my testimony concerning value of service. See my
testimony at pages 125-126 (registered mail), 43 (certified mall), and 135 (return
receipts). The audit states that management is addressing the audit findings. See LR-I-

200, pages 14-17 and 22-23.
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DBPIUSPS-105. [a] Within the past five years [up to and including R2000-1],has the Postal
Service ever claimed in a pleading before the Postal Rate Commission that an improvement
in post office box service would result from a granted post office box rate increase? [b] If so.
provide details on the number of facilities that have had their service improved over the past
five years, the types of improvements that have been made, the total cost of providing all of
those improvements, and the total additional revenue that has been received over the past
five years as a result of the rate increases as compared to not having raised the box rents at
all.

RESPONSE:
a. No.
b. Not appljcable.

9
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DBPIUSPS-106. [a] Confirm, or explain and discuss if you are not able to confirm. that in
1998 the Postal Service attempted to change the rules for processing Return Receipts so as
to allow, among other changes, large receivers of accountable mail with Return Receipts to
complete the Return Receipt after delivery. [b] What other changes were proposed? [fl
Confirm, or explain and discuss if you are not able to confirm, that the purpose for proposing
these rules was to change an existing method of processing return receipts from one that
was specifically prohibited in the rules to change the tules to make it authorized. [g] Specify
any other reasons why this rule was proposed. [h] Provide the reasons why the proposed
rules were not adopted. [Q Please provide copies of the Federal Register announcements of
the proposed change and resolution.

RESPONSE:
a. Confirmed that a change was proposed to DMM D042.1.7.
b. The recipient would sign a manifest.

f-g. The purpose of the proposed change was to make the DMM section more consistent

with the practice for large recipients of accountable mail.
h. See response to DFCIUSPST39-68.

i. See Federal Register, Volume 63, p. 12874 (March 16,1998), and p. 37965 (July 14.
1998). Federal Register notices are available from http:llwww.access.gp.gov/naral.
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DBPNSPS-107. [e] Confirm that a parcel containing merchandise may be insured
regardless of whether the postage is paid at the First-class Mail, Priority Mail, or Package
Services rate. [fl Confirm that a parcel containing merchandise may be registered
regardless of whether the postage is paid at the First-class Mail, or Priority Mail rate. [g]
Confirm that when Registered Mail is utilized, there is an accounting for each individual
mailpiece between the accountable mail section of the delivering post office and the
delivering employee.
Confirm that when Insured Mail is utilized, there is no accounting
for each individual mailpiece nor even for the total number of insured parcels between the
accountable mail section of the delivering post offtce and the delivering employee. [i]
Confirm that when Registered Mail is utilized there is an accaunting for the mail as it
progresses though the mail system from the acceptance to the delivery. [i] Confirm that
when Insured Mail is utilized, there is no accounting for the parcel at any time other than
when the acceptance employee provides the mailer with a receipt and when the delivering
employee obtains a receipt from the addressee. [k] Confirm that for the acceptance of the
article and the delivery of the article, the security and accountability between Registered Mail
and lnsured Mail is either identical or better for Registered Mail. [I] Confirm that for the time
between the acceptance of the article and its ultimate delivery. the accountability and security
provided to Registered Mail will be greater than that provided to Insured Mail. [m] Confirm
that, ignoring any price differential, a knowledgeable mailer with a merchandise parcel
weighing up to 70 pounds [under the proposed rates and 1 to 70 pounds under the existing
rates] wiil always choose Priority Mail Registered Mail over Package Services Insured
Mail. [n] If you provide any examples where the knowledgeable mailer refened to in subpart
m would choose Package Services Insured Mail over Priority Mail - Registered Mail, provide
an estimation of the percentage of parcels out of the total number of parcels handled would
fall into that category. Remember, that any price differential must be ignored. [o] Confirm
that the fee for Registered Mail for an article with a value of $5,000 insurance is presently
$9.50 and proposed to be $12.00. [p] Confirm that the fee for Insured Mail for an article with
a value of $5.000 insurance is presently $48.35 and proposed to be $51.lo. [a Confirm that
a mailer having a parcel for which $5.000 insurance is desired presently pays $38.85 and is
proposed to pay $39.10 more for Insured Mail compared to Registered Mail. [r] Confirm that
at the present time the crossover between Registered Mail and Insured Mail fees is $600.01
value end under the proposed rates will be a $700.01 value [where the Insured Mail fee
becomes higher than the Registered Mail fee]. [SI Based on the above, confirm that a
knowledgeable mailer with a parcel containing merchandise and weighing under one pound
and for which $5,000insurance coverage is desired will always choose Registered Mail over
Insured Mail. [t] Based on the above, confirm that a knowledgeable mailer with a parcel
containing merchandise and weighing over one pound and for which

m]

-

-

-
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DBPIUSPS-107 (CONTINUED)

.-

$5,000 insurance coverage is desired will always choose Registered Mail over Insured Mail
in those rate mils where the Priority Mail rate is presently less than $38.85 [proposed to be
$39.10] more than the Package Services rate for the same zone and weight. [w] What would
United Parcel Service charge an individual shipper for $5.000 insurance? [XI
Based on the
above, how could a knowledgeable mailer perceive the rates for insurance as being fair and
equitable? [y] Confirm that the rate for Express Mail insurance is presently $42.75 and is
proposed to be S45.00 for $5,000 coverage. [z] Confirm that a mailer having a parcel for
which $5,000 insurance is desired would pay $33.25 [proposed to be $33.00) more for
Express Mail Insured Mail compared to Registered Mail. [aa] Confirm that Express Mail may
not be registered. [bb] If so, provide a rationale for such a regulation. [eel What do United
Parcel Service, Federal Express, and other major carriers charge their indwidual overnight
shippers for $5,000 insurance? [R] Based on the above, how could a knowledgeable mailer
perceive the rates for Express Mail insurance as being fair and equitable. [gg] Confirm, or
explain if you am unable to do so, that a mailer with a parcel for which $5,000 coverage may
decide to accept the slower Priority Mail compared to the faster Express Mail because of the
added $33.25 difference [proposed to the $33.001 in insurance rates between Registered
Mail and Express Mail insurance rates. [hh] Please provide a logical explanation as to why
the insurance rates are much higher than the corresponding registry rates for the higher
values of insurance. [ii] Please explain and discuss any subparts that you are not able to
confirm.
RESPONSE:
e. Confirmed. Additionally, a parcel containing merchandise may be insured when the
postage is paid at the Express Mail fate.

f.

See my response to your Docket No. Rg7-1 interrogatory OBP/USPS-SS(f).

g. See my response to your Docket No. R97-1 interrogatory DBP/USPS53(g).
h. Not confirmed. It is possible that the delivering employee will report the insured
mailpieces to the accountable d o n before delivery.

i. See my response to your Docket No. Rg7-1 interrogatory DBPNSPS-53(i).
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DBPNSPS-107 CONTINUED
j.

Not confirmed. See my response to (h) above.

k. See witness Plunkett's response to your Docket No. R97-1 interrogatory DBPNSPS-

53(k).
1. See witness Plunkett's response to your Docket No. R97-1 interrogatory DBPIUSPS53(1).

rn. Not confirmed. Mailers choose insurance over registry service for a variety of reasons
peculiar to their individual needs.
n. There is no information available to provide an estimate, especially since the term
'knowledgeable" is subjective.
0. Objection filed.

p. ObjeM-onfiled.
q. Objection filed.

r. Confirmed.
s-t. See my response to (m) above.

w. %e witness Plunkett's response to your Docket No. Rg7-1 interrogatory DBPIUSPS
53(dd).
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DBPRISPS-1O7 CONTINUED
x. I do not have an opinion as to whether United Parcel Service’s insurance charges are fair
and equitable.
y. Objection filed.

z. Objection filed.
aa. See my response to your Docket No. R97-1 interrogatory DBPNSPS-53(z).
bb.See my response to your Docket No. R97-1 interrogatory DBPIUSPS53(aa).

ee.See witness Plunkett’s response to your Docket No. R97-1 interrogatory DBPNSPS
53(dd).
ff.

See my testimony at pages 6364.

gg.Confinned.
hh.See my testimony at pages 63-64where Idiscuss the fee design and pilcing criteria for
insurance fees.

ii. See above responses.
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DBPNSPS-117. In the response to DBP/USPS-l5[c], it appears that the words "with
absolute certainty" were overlooked in the response. [a] Please answer again or explain
why it is not necessary. [b] If, under the present rates. I bring a three pound machinable
package going from New Jersey to California to the post office for mailing with $400
insurance, confirm that the required postage would be $4.25 postage and $4.65 insurance
for a total of $8.90. [c] Ifthe Only stamps that I have with me are $11.75 stamps and I put
one of them on the package. Will the package be accepted for mailing? If not, why not? [d]
If the package were to be mailed in a California post office addressed to another California
city ten miles away in the same BMC but still has my New Jersey return address, confirm that
the required postage is $3.17. [e] If the only stamps that I have with me are $1 I.75 stamps
and Iput one of them on the package. Will the package be accepted for mailing? If not, why
not? [fj Now explain to me how you would be able to determine the insurance value, @
absolute certaintv, for either of these two parcels if you observed them in the mail stream. [g!
Please estimate the percentage of insured parcels that you feel an employee will actually
take the parcel out of the system, weigh it, calculate the required postage based on any one
of several rates, look at the total postage paid on the parcel, subtract the cost of the postage
alone, and then assume that the remainder was for the insurance fee and calculate the
insurance value from that. Assume that this applies to all employees other than the window
derk who accepted the parcel or others in the immediate area. [h] Since you have indicated
that no special security or handling applies to an insured parcel whether it is insured for any
value between $50.01 and $5000.00, please confirm, or explain and discuss If you are
unable to confirm, that the rates for insurance between 850.01 and $5000.00 should be
based on the paying the claims for lost and damaged parcels. [g Please provide a tabulatioi
of the total number of parcels that are insured at each rate category, the number of parcels
for which a claim was made, and the average value of the claim. p] Please provide a detailec
explanation of how one would convert the data provided in response to subparis i.j, and k
into the proposed rates. [m] How did you calculate the proposed rates. Provide a detailed
explanation.
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DBPIUSPS-117.
RESPONSE:
a. The words ’with absolute certainty” apply to the answer you received given the
reasonable assumption that the correct postage and fees are paid exactly and the total
rate is reflected on the package. See my response to your Docket No. R97-I
interrogatory, DBPiUSPS-37(r).

b. Not confirmed. A package sent by Priorii Mail or Express Mail could meet the criteria for
a machinable parcel and therefore the postage rates would vary. The insurance fee
would be $4.65 for Priority Mail and no additional charge for Express Mail.

c. See my response to (b) above. 1 do not know what your postage rate will be, so 1 do not
know if the stamp you have would cover the postage and any applicable fee.
d.

See my response to (b) above.

e. see my response to (c) above.
f. See my response to (e) above.

g. The PoaSl Service does not collect information on employee guesNs or estimates of
casual postage and fee calculations.
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DBPIUSPS-117 (CONTINUED).
RESPONSE:

h. I don’t where I have indicated that no special security or handling applies to numbered
insured parcels. On the contrary. my testimony on page 61 states that insured mailpieces

are eligible to obtain special handling. The proposed fees are based upon the
consideration and application of the pricing criteria as discussed in my testimony at pages
63-64.

i. See my response to OCA/USPS-T39-15.

I-m. See my testimony at pages 63-64.
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DBP/USPS498. [a] Confirm, or explain and discuss if you are not able to confirm, that
generally the same level of security and transportation will be provided for a Registered Mail
letter whether it has no insured value or is insured for the $25,000 maximum. [b] I f I were to
mail a one ounce letter registered for $200, please confirm that the required postage would
be 33 cents plus $6.75 registry fee for a total of $7.08. [c] If the only stamps that Ihave with
me are $1 1.75 stamps and I put one of them on the letter. Will the letter be accepted for
mailing? If not, why not? [d] Now explain to me how you would be able to determine the
insurance value,
&for this letter if you observed it in the mail stream.
[e] Please estimate the percentage of registered letters that you feel an employee will
actually take the letter out of the system, weigh it, calculate the required postage, look at the
total postage paid on the letter, subtract the cost of the postage alone, and then assume that
the remainder was for the registry fee and calculate the insurance value from that. Assume
that this applies to all employees other than the window clerk who accepted the letter or
others in the immediate area. [fl Since no special security or handling applies to an
registered letter whether It is insured for any value up to $25.000, please confirm, or explain
and discuss if you are unable to confirm, that the rates for Registered Mail valued up to
$25.000 should be based on the paying the claims for lost and damaged articles. [9] Please
provide a tabulation of the total number of letters that are registered at each rate category,
the number of letters for which a claim was made, and the average value of the claim. Ii]
Please provide a detailed explanation of how one would convert the data provided in
response to subparts g, h, and i into the proposed rates. k] How did you calculate the
proposed rates. Provide a detailed explanation.

RESPONSE:

!
.

a. Not confirmed. Depending upon local situations different security and transportation
methods may be employed for a letter with no value than for a letter insured for $25,000.

b. Confirmed for the current postage rate and registered mail fee.
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DBPNSPS-118. CONTINUED

c. It should be acceptable for you to overpay the postage and fees.
d. See my response to DBPNSPS-l17(a).
e. See my response to DBPNSPSll?(g).
f. See my response to (a) above. Special security or handling might apply to a registered

letter insured for high amounts versus an uninsured registered letter. See my testimony
at pages 125126 for the fee design and pricing criteria for registerad mail.
g. See attachment.

j-k. See my testimony at pages 125-126.
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DBPIUSPS-110. [k) Do you feel that a large negative rate shock would upset the customen

If so, why?

RESPONSE:
k. For the customer getting the fee decrease, a large decrease in a proposed fee should

only upset a customer if the customer felt that the decrease was a prelude to a future
increase. Other customen might be upset if they felt their fees were higher because of
large decreases for some customen.
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DBPIUSPS-124. Refer to the response to DBPIUSPS-I. [a] Confirm that the use of
nineteen [I have omitted the check digit] unique digits will result in a total of ten quintillion
unique article numbers. [b] Provide an estimate of the number of years that it would take to
use up ten quintillion article numbers before repeating them please provide details of your
estimation procedure. [c] What is the purpose of the check digit and how is it determined?
[d] Refer to the response to subpart d, provide a listing of any items which will subtract from
the value of service. [e] Provide a listing of any items which will be neutral with respect to
the value of service. [fJ Evaluate your responses to DBPIUSPS-I[d] and subparts d and e
above, and indicate what the overall change in value of service will be positive, negative, or
neutral. Discuss the reason for your choice. h] Please explain why the increase to a 20digit humber was necessary to allow for electronic data capture of delivery information and
recipient signatures. [h] Why wouldn't the existing 9digits serve this purpose? [i] If 9-digits
is not sufficient, why wasn't a number between 10 and 19 chosen? [i] Confirm that the
present label is broken up into three groups of three digits [plus a single prefix letter]. [k]
Explain why you feel that copying five groups of four digits will be an addition to the value of
the service when compared to a letter and three groups of three digits. [I] How many mailers
print their own Certified Mail labels? [m] What is wrong with the present system that mailers
are given a block of numbers? [n] Please reevaluate your response to subpart 1 in which you
state that the same number of digits must be used for all numbers with the response in
DBPIUSPS-2 for Registered Mail. [o] Refer to your response to DFCIUSPST39-38f-g
which were referred in the response to DBPNSPS-1 subpart k. How could the removable
label create a machineability problem when it would be the same glue and paper as the
service label that is already utilized? [p] Please provide that data that you utilized to
determine that incregsing the height of the gum by approximately 1/4 inch, printing a number
on the strip, and adding a second perforation would cost more than the time for a window
clerk to record the number. [d What percentage of all Certified Mail Return Receipt
transacths have the number entered on the receipt by the window clerk?

-

-

-

*

RESPONSE:
8.

Not confirmed. Only the eight-digit identified serial number is unique to the article
number.

+,F
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DBPIUSPS-I24 (CONTINUED)
RESPONSE:

b. Since my response to (a) above is not confirmed. the requested estimate does not appear
to be applicable.
c. The purpose of the check digit is to validate accuracy of the barcode in every electronic
transaction. See pages 27 and 28 of Publication 109 on the Postal Service website for
information on how this digit is determined.
d. None.

e. None.

f. Positive. See my response to DBPIUSPS-l(d).
g. The twentydigit number is required for electronic data capture for several reasons. First,
quality controls are necessary for customerlvendor produced forms and labels. It is

important to have the ability to identify the producer of unreadable barcodes to avoid
costs. If a barcode is unreadable, the carriers will have to key in the numbers in lieu of
the barcode scan, Nine of the twenty dieits are used to identify every customer printing
barcoded labels or forms forcorrective action follow-up. Second, the specific produd
must be identified in the database for later retrieval to provide delivery status and process
clalms. For postal-printed and customerlvendor-printed labels and forms, two of the
twenty digks are for a product code. Third, eight digits are required to allow larger
customers and vendors who print their own labels and forms to not repeat article number
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DBPRISPS-124 (CONTINUED)
RESPONSE:

wizhin two years. Finally, for quality control of the postal-printed labels and forms, five

dgits are for the Julian date for when that batch of labels was printed. For postal and
customerlvendor printed labels one digs is a check digit to validate the barcode scan.
h. Nine digits do not allow for customer identity and enough space for article numbering.
i. See g. and h. above.
j.

As of March 2OOO. ninedigit labels are no longer authorized for use.

k. The increased value does not come from copying digits. The value comes from the new
capabilities offered by electronic capture and retrieval. Reliable, electronic capture and
retrieval is made possible by a twentydigit code.
1. The Postal Service does not collect this type of information.

m. The present system is labor intensive and requires a person in every postal district and at
Headquarters to keep track of assigned numbers. This type of system can creates delays

for mailers and printing vendors.
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DBP/USPS-l24 (CONTINUED)

RESPONSE:

n. The exception would be for labels and forms that are also used for international purposes,
The postal-printed international insured mail and registered mail forms and labels have
ninedigits with two alpha characters as a prefix and affix. This is required to meet
international mail standards. We can get by with only nine digits because little or no
customer or vendor printing is done for these labels and forms. Therefore, there is little

risk of a printing quality control problem. Customers who print insured mail or registered
mail labels or forms for domestic use are required to use the twentydigit number and
barcode. The two alpha prefix serves as the product code in the product tracking
database.
0. Even if the glue and the paper are the same, adding another layer of thickness could

increase the potential for non-machineabili.
p. The Postal Service did not collect data to make the determination.

q. The Postal Service does not collect this type of information.
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DBPIUSPS-125. Referto your response to DBP/USPS-2. [a] In response to [5], explain
how the number gets transcribed to the original 3849 form. [b] Your response to [SIrefers to
a library reference. Please provide a copy of the ENTIRE USPS-LR-1-168.

RESPONSE:
a. The delivery employee writes the number.

b. Objection filed.
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DBPIUSPS431. Attached to this pleading is a letter dated September 24, 1999,as
Attachment A. [a] Please verify that this letter was prepared and sent to me by an employee
of the United States Postal Service. [b] Please confim. or explain and discuss if you are not
able to confirm, mat the procedures utilized by the Atlanta Post Office to process the
completion of the Retum Receipts on accountable mail destined to the Internal Revenue
Serviceand the Georgia Income lax Divlsion is similar to the problems that were observed
by the Inspection Service at the Andover, Massachusetts Internal Revenue Service as noted
in the Inspection ServiceArea Coordination Audit Report on Special Services [USPS-LR-IZOO]. [c] Please confirm, or explain and discuss if you are not able to confirm, that the
procedures utilized by the Atlanta Post off= to process the completion of the Return
Receipts on accountable mail destined to the Internal Revenue Service and the Georgia
Income Tax Division do not meet the requirements of the Domestic Mail Manual [Section
D042.1.71,Postal Operations Manual [Section 822.111, and Headquarters Directives. [d]
Please confirm, or explain if you are not able to do so, that customers who purchased the
referenced Retum Receipt service did not receive the service that they paid for.

RESPONSE

a. Objection filed.
b. Confirmed that, in areas ather than the Andover, Massachusetts IRS, the Postal Serivce

may process return receipts destined to the IRS similarly to the method observed by the
Inspection Service at Andover in conducting its audit.

cd. See the Rebuttal Testimony of witness Plunkett in Docket No. R07-1,USPS-RT-20, at
7-9.
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September 24.1999

Mr. David B. Popkin
P.0. Box 528
Englewood, NJ 0763’10528
Dear Mr. Popkin:

.

In response to your recent inquiry, each year and right up until Aprrl 15, the lntemal
Revenue Service (IRS) and Georgia Income Tax Division receive millions of tax returns,
many of which are sent by mailers who want a return receipt. Bemuse of the sheer
volume. we record each item on computerized lists. and deliver them in bulk to the !RS
and the Georgia IncomeTax Djvision.

When the mail is turned over to the respective government agency, their employees
verify the numbers for each individual item against the numbers on the computerized
list. The agencies empbyees then sign the list verifying delivery and distniute the mail
within their off=. At this point they will also sign and date-stamp each return receipt
and return it to the mailstream.

It has been our experience that most mailers receive their return receipts in a
reasonable amount of time. However. sometimes the agencies‘ employees fail to
properly compkte and retum the receipts. We regret such oversights and real’ue the
imnvenience and worry it can cause our customers.
Through our “duplicate’return receipt sew-ke,Form 3BIfA,your post oRce can
request delivery information on the mail in question with the respective agency. They
will research their computerized lists and provide you with a dupfimte return receipt.
Such d u p l i f e return receipts are accepted by the courts and other authorities as proof
that the artide was ddiverpd.
Sincerely.
...

. .

.

Manager, Consumer Affairs

..
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DBPIUSPS-132. Attached to this pleading is a letter dated September 24. 1999, as
Attachment B. [a] Please verify that this letter was prepared and sent to me by an employee
of the United States Postal Service. [b] Please confirm, or explain and discuss if you are not
able to confirm, that the procedurbs utiliied by the Memphis Post office to process the
completion of the Return Receipts on accountable mail destined to the Internal Revenue
Service is similar to the problems that were observed by the Inspection Service at the
Andover, Massachusetts Internal Revenue Service as noted in the Inspection Service Area
Coordination Audit Report on Special Sewices [USPS-LR-I-200]. [c] Please confirm, or
explain and discuss if you are not able to confirm, that the procedures utilized by the
Memphis Post office to process the completion of the Return Receipts on accountable mail
destined to the Internal Revenue Service do not meet the requirements of the Domestic Mail
Manual [Section D042.1.71, Postal Operations Manual [Section 822.1 11. and Headquarters
Directives. Id] Please confirm, or explain if you are not able to do so, that customers who
purchased the referenced Return Receipt service did not receive the service that they paid
for.

RESPONSE:
a. Objection filed.

b. Confirmed that, in areas other than the Andover, Massachusetts IRS. the Postal Serivce
may process return receipts destined to the IRS similarty to the method observed by the
Inspection Service at Andover in conducting its audit.

cd. See the Rebuttal Te6timony of witness Plunkett in Docket No. RQ7-1. USPS-RT-20, at
7-9.
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CONSUMCRAFFALQS

September 24,1999

ATTACEIMENT

B

- DBPASPS-132

. .
.

.

-.

-.

David B. Popkin
PO Box 528

Englewood, NJ 07631-0528

Daar Mr. Popkin:
This is in response to your inqu'by about mail sent via Ceiiifiedmail addressed to the
Interrial Revenue Senrice with a request for a Domestic Return Receipt.
The Internal Revenue Service (IRS) receives milimns of tax returns. many of which
am sent by rnaaers who want a return red@. 3ecause of the large amount of
=turn receipt mail, it is delhrer in bulk to the IRS.

Under our procedures for handrmg refurn receipt mail addressed to government
.
agendes, the IRS is responsible for signing and returning the receipts directly to ihe
mailer. The empty envelopes are given daily to our postal employee to generate a
&a&-

He for delivery.

i hope this information clarifies this issue. If 1 can be of further assistance, please let
me know.
Sincerely.

Darkne Mccaster
Consumer M a i n Representative
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DBPIUSPS-133. Attached to this pleading is a letter dated October 26, 1999, as Attachment
C. [a] Please verify that this letter was prepared and sent to me by an employee of the
United States Postal Service. [bl Please confirm, or explain and discuss if you are not abte
to confirm, that the procedures utiliied by the Philadelphia Post Office to process the
completion ofthe Retum Receipts on awuntable mail destined to the Internal Revenue
Service is similar to the problems that were observed by the Inspection Service at the
Andover, Massachusetts Internal Revenue Service as noted in the Inspection Service Area
Coordination Audit Report on Special Services [USPS-LR-I-ZOO]. [c] Please confirm, or
explain and discuss if you are not able to confirm, that the procedures utilized by the
Philadelphia Post Office to process the completion of the Return Receipts on accountable
mail destined to the Internal Revenue Service do not meet the requirements of the Domestic
Mail Manual [Section-D042.1.7J, Postal Operations Manual [Section 822.1 11. and
Headquarters Directives. [d] Please confirm, or explain if you are not able to do so, that
customers who purchased the referenced Retum Receipt service did not receive the service
thet they paid for.

RESPONSE:
a. Objection filed.
b. Confirmed that, in areas other than the Andover, Massachusetts IRS, the Postal Serivce
may process return receipts destined to the IRS similarfy to the method observed by the
Inspection Service at Andover in conducting its audit Report.

c-d. See the Rebuttal Testimony of witness Plunkett in Docket No. R97-1, USPSRT-20, at
7-9.
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ATTACHMENT C

-

DBP/USFS-133

Odober 26.1999

Mr. David B. Popkin

Post Office Box 528
Englewood, NJ 076314528

Dear Mr. Popkin:
This letter is in response to your recent axrespondence concerning our process of
handling Certified Mag, Return Receipt Requested (PS F o n 3811) for the Internal
Revenue Sewice. Philadelphia. PA
The Internal Revenue SeMce (IRS) receives an enormous amount of mail on a daily
basis. Certified Mail is delivered to the 1RS with PS Form 3811 attached to the
mailpiece. The Certified Mail Is then scanned by a US. Postal Service
Representative into our Delivery Confirmation Receipt System (DCRS}. After proper
ampletion of this process. it is the responsEdity of the IRS to acknowledge receipt
by date stamphg and ieturning all PS Form(s) 3811 to the mailer.

In the event the Return Receipt is not returned, &e mailer may initiate a Duplicate
Return Receipt (PS Form 3819A).

We hope that the infomtion is helpful. Thank you for your inquily.
Sincerety,

Denise Henry Bolden
Acting Manager. Consumer Affairs &Claims

Reference: 135011045

.
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DBPNSPS-134. Attached to this pleading is a letter dated September 28, lQQ9,as
his letter was prepared and Sent to me by an employee
Attachment D. [a] Please verify that t
ofthe United States Postal Service. [b] Please confirm. or explain and discuss if you are not
able to confirm, that the procedures utilized by the Cincinnati Post Office to process the
completion of the Retum Receipts on accountable mail destined to the Internal Revenue
Service is similar to the problems that were observed by the Inspection Service at the
Andover, Massachusetts Internal Revenue Service as noted in the Inspection Service Area
Coordination Audit Report on Special Services [USPSLR-I-200]. [c] Please confirm, or
explain and discuss if you are not able to confirm, that the procedures utilbed by the
Cincinnati Post Office to process the completion of the Return Receipts on accountable mail
desfined to the Internal Revenue Service do not meet the requirements of the Domestic Mail
Manual [Section D042.1.71,Postal Operations Manual [Section 822.111, and Headquarters
Directives. [d] Please confin, or explain if you are not able to do so, that customers who
purchased the referenced Return Receipt service did not receive the service that they paid

for.

RESPONSE:
a. Objection filed.
b. Confirmed that, in areas other than the Andover, Massachusetts IRS, the Postal Serhrce
may process return receipts destined to the IRS similarly to the method observed by the
Inspection Service et Andover in conducting its audit.

c-d. See the Rebuttal Testimony of witness Plunketl in Docket No. RQ7-1, USPS-RT-20. at

7-9.
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September 28,1999
Mr David B. Popkin
Post Office Box 528
Englewood, NJ 078314528

.

. . .

dear mr. Popkin:
Thank you for your letter requesting clarification on our procedure for
processing PS Form 381 1. Return Receipt on certified mail sent to the Internal

Revenue Service-

Each year and right up until April

15, the IRS receives millions of tax returns,
many of which are sent by mailers who want a return receipt. Because of this
sheer volume, we record each item on computerized lists, and deliver them in
bulk to 1RS.

When the mail is turned over to the 1%. their employees verify the numbers for
each individual item against the numbers on the computerized list. The IRS
employees then sign the list verifying delivery and distribute the mail within the
1RS office. At this point they also will sign and date-starnp each return receipt
and return it back t o the mailstream.
It h a s been our experience that most mailers receive their return receipts in a
reasonable m o u n t of time. However. sometimes the IRS employees fail to
properly complete and return the receipts. We regret such oversights and realize
the inconvenience and worry it can cause our customers.
Through our 'duplicate' return receipt service, Form 381 1A, your post office
can request delivery information on your item with IRS and the delivery post
office. Through the computerized record, if 1RS has done i t s part, the computer
will know if a specific item was received and signed for by 1RS. If confirmed, B
Form 3811A with defivery information will be sent to the mailer. If there is no
recorded delivery, full postage fee will be refunded.
Sincerely,

Roberta Buchman
Manager, Consumer Affairs
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D&VVS?S-l37. please reconde Be mponses to subparts s and u of DBPNSPS-17. la]
The responselosubpart u states,in pa% 3nade available to the addressee", while the
fasponss to aubpmtsatates that the box sedion can be closed at the t$ne of'dekw. @4
Pieaseptwide the requested e x p h a t m ofthe norrconhnnationvf subpart 8, namely why
Is thfs procedure done dnot just a statementthat it ks done.

RESPONSE:
a. I W
ivethe responses to s and u are consistent. See my response to part (b).

b. Iexplained in the response how d e i i i confirmation could be acmrnplsbd when the
post office box M

y was not open. Providing access to boxes is not a part of delivery.

Even though a post offioe box may not be d b b b at all times. uniike a mail reoeptacle

ai a residence.deliverywould still occur when the postal employee places the mailpiece
in the bon The delivery operation is cwnplete in t e r n of making the mail available (as
you used ths term in your question 17[u]), efthohlgh from the customsr's perspective the

receipt occurs when they pick up the mail. This is similar to delivery ofa mailpiece to a
resklencewhen the cusbmrdces not pickup the m a i r p i i Mister in the day.
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DBPrUSPS-138. The response to subpart d dDBPRISPS-24 fails to provide the rates that
are tharged. Please provide.

RESPONSE:
1do mt Isnow the insurance cherges, but it Is my understanding thai they woutd vary,

dependq upon the swViee &esired. 1 would suggest c w r t a m the m p a n y providing the
insurance to find out information abwt their charges. See httpJhvw.u-pic.com.
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DBPIUSPS-339. please relier to p u r responseto subparts b and e of DBPAJSPS27. Ia]
Confirm that tbe curtamer will sign a pieoe of paper called a Mivery receipt with barcode
identification. @] Please p
r
o
m a copy of thii form. IC]Please advise how !he article will be
tdentilied mthb delivery receipt or will the recipient be asked to sign a form h blank [other
than a barcode on 107 [dl Please conftnnthat once the delivery receipt barcode is scanned
dterscannhg one ormore barcodes on themil.it wiU not be possible to scan sddtiDna1
pieces of mailto be associatedWh that receipt [e] please c o n h that itwi no( be possible
to scan one or more artidle barcodes before starting the Wile transaction wlth the redpisnt
[and therefore indicating a signature of receipt for an aNde without actually delivering the
article.] fl Please advise the disposition that wili be made of the signed delivery receipt form
after P is scanned. Is]Please explain the access that witl exist, either with the delivering
employee or with #e local ofiicewwith a higher level,to access and modithe data
contained inthe systam. b]W i U the instnrctions to the delivering employee indicate that all
ofthis actJonof scanning the miland scanning the receipt be done in front of the addressee
w r i t te a shgb artide w multiple artides17 H not, why not? fl Pbase explain and hlly
discuss the proceduresthat will ensure that the ability to assodate a recrpiis %nature
with an arbjde that was not delivered will not exid
Please explain and discuss any items
you are not able to confirm.

m

RESPONSE:

a Conlid.
b. See attachment to this response.

c The article nrarDmwil1 be on the front ofthe deliiry recaipt. along with a barcode. The
barcode will be scanned at the time of detivery.
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RESPONSE OF

.

DBPAWS-.~~S(CON~NUED).

d Notconlirmed. If the same delivery rece.@tisscanned foradditkma1mailpLbces.an ertw
message wiil appear requiring the dehery employee to VerlFy that the d e l i i receiptb
valid for the additional maUpiece(6).

e. Not confirmed. Anides wiil be able to be scanned white the carrier is waiting fw the

.

customerto unne totbe dwr. The process of limiting the artidesto [he delivery m&pI
does not atart until delivery is made to the custornar, and the 'deliirer event is e W e d .
f. The signed delivery receipt f m is forwarded to a central locatbn for imaging. The image

is transmitted io the database and l i i to the deliiery infomation through the delivery

receipt barcode. At least for a transition period, th@ hardcopy M

i rea?*@ wii

continue to be stored at iocal officss or centrafied sites.
g. The delivering employee can correct an enor priorto the transmission of the data from

the bandheld xanner. After the data are transmitted,they cannot be alte-.
b. No. Deliwering employeeswill be told to -In

customer to come bthe door.

c

the scanning while waibbrg for the

See my rasponseto (e) above.

~ ~ g e n r p t o y e e s w i l l b e ~ k , f o u o w t h e p r o p e r p r o c e d o nRiehandhekl
rs

scanner ts programmed to reinforce tfie proper delivey procedures. The total system has

been lhorottghly tested to ensure that !he signature and article numbers match properly in

thedatabese.
j. !3eerespo~tothesubpartsabwe.
-.
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DBPNsPs-14Cl. Please refer to y w r responseto subpart b of DWASPS-40 and explain
why the m
ice k being established this way Snd how you feel that w3 affect thevalua ofthe
sewice to t
hmaih who must mntinualiy checkto see if an article has been received and
the data made available.

RESPONSE:
Signatwe ConHmation was desbned to be comparable to services offered by other shipping

oompanieo. it is anticipated that Signature Confirmation will provide a similar value of service

to Defivery Confmnatbn. which has. so far, pmvento be a popular product Both services
provide Wr respective confirmations if the wstomer decides helshe needs it after maiwg.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCILISPS-T39-1-9)

DFCRISPST39-1.

a. Please confirm that manual Delivery Confirmation provides proof of mailing.
If you do not confirm, please explain why the postmarked Delivery
Confirmation receipt does not constitute proof of mailing.

b. Please confirm that a certificate of mailing provides proof of mailing. If you
do not confirm, please explain.
c.

Please confirm that a certificate of mailing does not provide proof of delivery.
If you do not confirm, please explain.

d. Please confirm that a customer receives a greater number of services with
manual Delivery Confirmation than with a certificate of mailing. If you do not
confirm, please explain.
e. Please explain why the fee for certificate of mailing should be higher than the
fee for manual Delivery Confirmation,

f.

Please explain the difference in Delivery Confirmation service, if any, that a
custmer receives between Priority Mail Manual Delivev Confirmation and
Standard Mail (8) Manual Delivery Confirmation.

g. Please explain why the fee for Priority Mail Manual Delivery Confirmation
and Standard Mail (6)Manual Delivery Confirmation should be different.

- .. . .

....- -
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCIUSPST39-1.9)

DFC/USPS-T39-1 CONTINUED
RESPONSE:

a. Not confirmed. Manual Delivery Confirmation service would provide a dated
mailing receipt only in instances when either PS Form 152 (Delivery
confirmation label) is dated as part of the retail transaction, PS Form 3877
(Firm Mailing Book for accountable mail) or facsimile with postal markings
verifying the date of mailing is obtained, or a manifest for postage payment
with article number(s) listed is submitted. For manual Delivery Confirmation
pieces deposited in a mailbox for collection. no mailing receipt would be
provided.

b. DMCS section 947.1 1 states that certificate of mailing service "furnishes
evidence of mailing."
c.

Confirmed.

d.

In quantifiable terms. manual Delivery Confirmation service usually provides
more services than certificate of mailing service. The services provided are
different.

..

5465

!

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFC/USPS-T39-1-9)

DFCNSPS-T39-1 CONTINUED

e.

Certificates of mailing provide evidence of mailing. Delivery Confirmation
confirms delivery, and may. though not necessarily, provide a mailing
receipt. Certificates of mailing and Delivery Confirmation are two distinctly
different special services, as certificates of mailing are available for ordinary
mail of any class and Delivery Confirmation is only available for Priority Mail
and Standard Mail (E). These two special services were priced based on
the criteria discussed in my testimony at pages 39 and 56-56. Wdh respect
to costs which were used for pricing purposes, witness Davis presents costs
for certificate of mailing service that are comparable to those for Delivery
Confirmation service.

f.

There is no difference in the Delivery Confirmation service a customer
receives between Priority Mail manual and Standard Mail (B)manual.

._
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCIUSPS-T33-10)
DFCAJSPST39-1 CONTINUED

g.

The fees are based on the cost of the service, plus a markup. Wtness
Davis presents net volume variable costs for Priority Mail manual Delivery
Confirmation that are 33 percent lower than the Standard Mail (B) manual
Delively Confirmation costs. See USPS-T-30, pp. 6-7. Hence, the Priority
Mail manual Delivery Confirmation fee is lower than the Standard Mail (8)
manual Delivery Confirmation fee.
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A

..

DFC/USPS-T393. Please provide copies of any studies, reviews, or investigations that
the Postal Service has conducted since 1997 on the quality of return-receipt service or
delivery problems with return-receipt service. If the Postal Service has not conducted
any studies, please explain why not.

RESPONSE:
Please see the attached certified rnail/retum receipt portion of a 1999 Inspection
Service Area Coordination Audit.
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Attachment to response to DFC/USPS-T39-3
Page 1 of 7

Area Coordination Audit

SPECIAL SERVICES
MAY 18,1999
Case No. 040-1241887-PA(2)

US.POSTAL INSPECTION SERWCE
NORTHEAST DMSION

FINAL REPORT

RESTRICTED INFORMATION
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Attachment to response to DFC/USPS-T39-3
Page 2 of 1

CERTIFIED MAIL
FINDING
Better intemal controls were needed at Northeast Area Postal fadlities delivering large
dumes of certffied mail to individual businesses and government agendes. Customers
were paying the service fees for the handling and documentation associated
*
withthe
delivery of certified mail. However, at the point ofdelivery, Postal personnel were not
adequately controlling certified mail to ensure postal delivery records were properly
documented and seervice was mndered to the mailing customers. As a result the
customer was not receiving the service as advertised by the Postal Service.
Certified mail service hawsed during peak federal and state tax reporting periods. We
found the Postal Service did not fully utilize its resources, commensurate with the
-sed
revenue, to accommodate the inaeased volume of certitied mail and properly
mntr~I
its delivery. PS Forms 3811, Return Receipts, were not always returned to the
mailer. Due to the inadgquate delivery procedures, the Postal Service was unable to
determine which party was responsible for the nowconveyance.
.-

Customers wre inconvenienced because they were required to file PS Forms 3811-A,
Duplicate Return Receipt, and waif additional periods of time to determine if certified
pieces addressed to these large volume receivers were delivered. Consumer affairs and
daimslinquiry offices had to use excessive work hours investigating the delivery of
~ertifiedmail pieces.
In respanse to an Inspection S e ~ questionnaire
k
sent to all District Managers and
Senior Plant Managers, three District ORices and frve plants identitled certified mail as
an ongoing problem in their facilities. Their main concern was callers wkh direct
holdouts were mceiving certified letters in their mail. Additionally, arstomers were
receiving certifted letters without signing for receipt of the item. According to our survey,
plant managers were concerned that certified mail was bypassing the facilii and going
directly to the federal and state agendes without being docomented.

DETAILS OF FINDING
Based on the resub of the above questionnaire, we sampled at least one large volume
certified mail receiver in each of the 9 districts.

A We found two districts (Boston and MiddlesexfCentral) had undocumented
deliirieS.

B. We found six districts (Albany, Boston, MiddlesexlCentral, New Hampshire,
Providence, and Springfeld) where postal employees were not obtaining signatures
on the return receipts, PS Foms 3811. This non-service resulted in the customer
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being overcharged by $30 ($1.10
control of PS Form 3811.

- $20, postcard fee) for non-completiodnon-

C. We found three d-cts
(Boston, Albany and MiddlesexlCsntral) where postal
fedlitk processing in excess of a postcon of mail per day had not made
arrangements wsth the addressee to deliver this mail at a mutually agreeable transfer
site where these huge volumes could be expeditiously deliired while being
rimubneoudy controlled and documented.

0. We found three districts (Albany, Boston and MiddlesexXentral) where more
resources were needed to ensure certified mail would be d e l i i e d in a timely
fashion.

E. We louM an nine districts where automation equipment was not effectively
l w ~ g m m e dto separate the certified mail, iricreasing the possibilii of an
undocumenteddelivery to the addressee.
Middlesex I Central District

she Internal Revenue Service (IRS) kated in Andover. Massachusetts receives
appmxiMtely 200,000 pieces of cgrtitied mail daily during peak tax periods; April and
quarterly filings. The mail is processed at the MiddlesexlEuex P m n g and
Distribution Center in North Reading, M h The Computetized Forwarding Unit (CFS)
handles the preparation of IRS mail for delivery. We observed C e W mail being
scanned which generated a computerized manifest thereby creating the delivery
notilication receipt. The pieces scanned were placed back into trays, loaded into postal
equipment and shipped to the IRS fadlii in Andover. Mail averaged two to three days
to be plocessed through this unK This mail was not reported as delayed on the Daily
Mad Condition Report. Once delivered. no IRS employee WBS signing the manbst
acknowledging receipt of the mail.
Aceording to postal employees, most of the cedifed letters mailed to the IRS had PS
Fwms 3811 attached.It was the practice of the MidlesexlEssex employees to remove
PS Forms 3811 from the envelopes after scanning, and then hand stamp them to show
the date of d e l i i . We found the manifest and PS F o m 3811did not acmmpany this
mail to the IRS oftice but instead were deliired at a later time. The PS Forms 3811
were sumtndered to the IRS. The IRS would assume custody of PS Forms 3811.
endorse the forms, and return them to the Postal Service' when they found time
available. The Postal Service had no system in place to ensure all PS Forms 3811
rendered to the IRS were returned. We found an antiquated computer system made it
d i i ~ land
t time consuming to research the many claims which were received by the
Disbict's Consumer M a i n Office.

Albany. NY District
19
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Similar conditions existed wlth mail delivered to the State of New York Department of
Taxation. The processing for deliiry was handled at the Albany, NY P&DC. The
Department of Tawation employees were signing the manifest upon delivery of the mail
with PS Forms 3811 still attached to the certffied letters and flats. Postel Service
employees did not remove PS Forms 3811 from the Items to obtain the signature or
hand stamp as required. These forms (when signed or hand stamped) were retumed
to the Postal Sed- when It was convenient for the ~ e pof
t Taxation. The Postal
Service failed to ensure the PS Forms 3811 w e signed by the addressee and retumed
to the sender through the mails.

Umlted Postal resources were used to process this mail during peak tax filing periods.
As with the IRS certified mail, not ail mail was delired the game day as it was
pmessed to the D e p a w n t of Taxation. The undermail ws not being reported
BS delayed mail on the Daily Mail Condition Reports.
Providence District
Letter carriers at the Providence, RI Post ORice were delivering between 500 and 1000
pieces o* caffied mail to the Rhode tstanci Division of f a x a t i ~(RIDT). Control of the
certified mail at the time of delivery needed to be improved. Prior to assigning the RIDT
mito deliiry employees, station clerks were scanning the numbers on the certified
Wers to mate a computerized PS Form 3883A, F i m b r i e r y Receipt. These PS
Forms 3883A wen? Stamped w[th a post & Idate round iton. The indicia should have
been afF~%edafler delivery. Many camiers were delivering certified letters with the PS
Forms 3811 attached along with PS Form 3883A, Firm Delivery Receipt Sinatures
were obtained at a bter time.
Boston District

The Incoming Mail Center (IMC) located m Chelsea, MA was deliiring one postcon of
certified mail dally to the Commonwealth of Massachusetts Department of Revenue
@OR). Scanning the certified numbers into a computer created the manifest This
manifest was not used as a delivery document. No representative of the DOR signed
for the daily shipments of certkd mail. Forms PS 3811 were left attached to the mail
and delivered to the DOR. Neither postal management nor aeft employees interviewed
wre able to desaibe how PS Forms 3811 were endorsed by DOR and returned to the

Postal service.
New Hampshire District

During peak periods the Concord, New Hampshire Post office delivered betwen 3000
and 8000 pieces of certified mail to the State of New Hampshire Revenue
Administration opfice. The mail was delivered as a caller service from the Concord Post
Office.Delivery of the mail was documented by the agent of the addressee signing a
amputerized manifest listing the c e M numbers. According to Postal employees,
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approximately 40% ofthe eerwied pieces had PS F m s 3811 attached. These forms
wre removed from the mail and given to the agent for signature processing at the
Revenue Administration ORice. The forms were subsequently brought back to the Post
Omce by the agent for return to the mailer.

S p WD i d

Mass Mutual Insurance Company h Springfield. MA was receiving as many as 120
pieces of Cerwed mail daily at the Springfield P m . Postal employees listed the
certified letters on PS Form 3883. Representaw ofMass Mutual aceepted the mail
and signed PS Form 3883.The posts1 employees were leaving the PS Form 3811's
attached to the cerlified letters at the time of delivery. By their actions, local postal
amdels had made If the responsibility ofMass Mutual to ensure the forms were signed
and returned to the mailer through the mails.
The Domesbc Mail Manual Section 0042.1.7 states that for all accountable mail
(iiuding certified mail):

.-

a. The recipient (addressee or addressee's representative) may obtain the sender's
name and address and may look at the mail piece while held by the USPS employee
before accepting delivery and endorsing the delivery receipt.
b. The mail piece may not be opened or given to !he recipient before the recipient signs
and legibly prints his of her name on the delivery receipt (and return receipt, if
applicable) and returns the receipt&) to the USPS employee.
RECOMMENDATIONS
We recommend the Vice President Area Operations, Northeast Area:

3.1 Ensure Postal employees handle &ed

mail in accordance postal regulations.

32 Ensure the necessary upgrades are accomplished in the amputerbtion of the
deliiry receipts for firms that receive large volumas of certified mail.
3.3 Ensure the operations responsible for the controlled deliiefy of this mail and
documentation of delivery are adequately staffed.
3.4 Ensure the mail being processed for these large volume C U S ~ O is
~ ~managed,
K
using the USPS color code system, and the conditions of this mail are reported
daily as part of the Daily Mail Condition Report.
3.5 Ensure suitable transfer sites are developed to logistically handle the controlled
delivery of cerlified mail from the Postal Service to the large volume customers.
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3.6 Ensure CeMed mail detectors are operational or adequate staffing is utilized to cull
accountable mail from ordinary first class mail.

MANAGEMENT'S RESPONSE
3.13.6 As stated in the initial response from William Bothwell, Manager of Delivery

Programs Support, the issues uncovered in the audit concerning large volume
recipientdaddressees are national issues.

After Inspectors Mancini and Newton brought their findings to our attention, we
contacted Sandra Curran, manager of Delivery Policies and Programs. concerning
the national implication of the findings. S h e assisted in scheduling a meeting at
national Headquarters concerning the issues on January 7,1999. The meeting was
held on that date with representatives from Delivery, In-Plant, Engineering, Special
Services, Marketing and the Inspection Service.
The problems outlined in the findings were discussed and it was agreed that the

issues uncoveied in the Northeast Area audit were general in nature and indicative
of systemic problems. John Dorsey, vlanager of Special Services, Don Leonard,
Delivery Policies and Programs, and Jim Buie, Engineering. are addressing the
issues discussed with the purpose of designing systems and procedures to enable
the Postal Service to comply with existing requirements while improving automated
handling of the large volume of Certified Mail.

This entire matter is being viewed from a national perspective. Additionally, I have
taskecl the District Manager of Middlesex-Central with improving the manner in
which Certified Mail is tendered to the IRS in Andover, MA, and bringing the
handling into doser compliance with established procedures. Headquarters will
keep the Northeast Area updated on procedural changes as they are developed.
Currently, we feel that the findings are appropriately addressed by the
Headquarters' group.
MANAGEMENTS SUPPLEMENTAL RESPONSE

(On April 8, 1999, the following supplemental response was received from Gregory
Petrin, Northeast Area Operations Program Analyst.)

-

Steve Rossetti has be&; ;iorking i.ith the IRS to reduce or eliminate the amount of
accountable mail mixed with regular mail by using casuals to d o a 100%verification
of the 'non-accountable' mail that is destined for the IRS. The goal would be to
assure that the only certiied mail the IRS receives will be processed through the
CFS unit. This would apply only to mail that goes through the platform operation at
Middlesex. A casual is also on duty at the IRS to assist in removing the Certified
mail from the 'non-accountable" mail. I have contacted Bill Bothwell at HQ to see
22
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where we stan withatechrrc I a1 solution to the problem. I am eqedjng an
update from him shortly, but it apl ars that it will take some time to reach a solution
to this issue.

INSPECTOR COMMENTS
3.1-

3.6 To date, the only response received from the Northeast Area was related to the
Middlesex Cenlml District’s handling of certffiedmail addressed to the IRS
Andover, MA No response has been r e d d concerning conditions dted in the
other Distrids.

The Northeast Area has requested assistance from National Headquarters relating
to the delivery of CertiFed Mail to the IRS. No update has been received regarding
upgrading the level of S ~ M for
~X
the tax reporting Season. New methqdologies
developed by Headquarters may be helpful; however, indications are that revenues
received from CeNfed Mail sales are adequate to pay for the resources needed to
handle this mail.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCRISPS-139-1-9)

DFCNSPS-T394 Please explain the steps that the Postal Service has taken since
1997 to resolve the types of problems with return-receipt service that led the
Commission to conclude in Docket No. R97-1 that "there may be problems with the
reliability of this service" (PRC Op. R97-1 at 577). Please provide an assessment of the
success of any measures in resolving the problems. For both parts of this question,
please provide copies of all relevant documentation. including memos and directives.

RESPONSE:
The Postal Service conducted an audit of several locations within one postal area to
.-

assess the causes for incomplete return receipt transactions. See my response to
DFCRISPS-139-3. One of the major contributing factors identied involved postal
locations that receive high volumes of certified mail with return receipts. The Postal
Service concluded that, in the short-term. the only solution to address the challenge of
processing the large numbers (2,000 to 200,000 per day) of return receipts in high
volume locations is through use of additional labor during seasonal peak periods.

5476

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIESOF DOUGLAS F. CARLSON (DFCNSPS-T3B-l-S)

DFCNSPS-139-5.

a. Please confirm that the Postal Service revised Form 3811. Domestic Return
Receipt, to include a box for delivery employees to check to indicate whether
the delivery address matches the address to which the customer mailed the
article (as indicated in box I on the form). If you do not confirm, please
explain.

b. Please provide the date on which this revised Form 381I became available to
post offices.
.-

c. Please provide copies of all directives and other documents that were
produced to alert employees to the redesign of Form 381I and to train
delivery employees on the proper completion of the new Form 381I.

d. Please confirm that Postal Bulletin often is used to communicate important
changes in policies and procedures to postal employees and to announce the
debut of new forms. If you do not confirm, please explain.
e. Please provide a copy of the Post01Bu/Mn notice that explained proper
completion of the new Form 3811.

f. Please provide a copy ofthe PostalBulktin notice that encouraged
postmasters to ensure that their delivery employees were aware of the proper
procedures for complefing the new Form 3811.
g. If no notice was published in Po&/ BuNetin, please explain why not.

h. Pkase confirm that, all eke equal, employees are more likely to complete a
form properly if they have been trained on completing the form than if they
have not been trained on completing the form. If you do not confirm, please
explain.

5477

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCIUSPS-T39-19)

DFCNSPST39-5 COMINUED

RESPONSE:

a. Confirmed that the Postal Service issued a revised Form 381 1 that includes a
box for delivery employees to check either "yes" or "no" to indicate whether or
not the delivery address matches the address to which the customer mailed
the article (as indicated in box 1 on the form). The use of the &Q boxes for a
"yes" or 'no" response not only serves as an indicator of a delivery address
.
I

different from the one to which the customer mailed, but it also requires the
delivery employee to check the address match.

b. The Postal Service issued a revised Form 3811. Domestic Retum Receipt, on
July 15, 1999.
c. Please see the attached Postal Bulletin 22002, pages 4 and 5. The 'Revise

Forms" part of this section, Directives and Forms Update, includes the PS

Form 3811.
d. Confirmed.

5478

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCNSPS-139-1-9)
DFCIUSPS-139-5 CONTINUED

e. See my response to DFC/USPS-T-39-5(g). No explanation on completion of
the revised Form 3811was published in a Postal Bulletin.

f. See my response to DFCNSPST-39-5(g).
g. The effort in revising Form 3811 was focused on making the form easy to
complete and clearer than the old Form 3811. The instructions on completion
are seK-explanatory and printed on the form itself. Based on this, no notice

_-

beyond the announcement of the revised form was deemed necessary.

h. Confirmed. The announcement of revised forms and instructions in
completing them are usually done at the local level during stand-up talks for

clerks and carriers.
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Coporate PuMMing6 lnfomti0nManagement Infomlion Sysfem, 7-75-89
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCNSPS-139-14)

a. Please confirm that a customer who does not receive his return receipt for
merchandise cannot obtain a duplicate return receipt or any other proof of
delivery. If you do not confirm, please explain.
b. Has the inability to obtain proof of delivery if the original return receipt does
not arrive caused significant problems for customers using return receipt for
merchandise?

RESPONSE

a. Not confirmed. A customer who does not receive hisher return receipt for
merchandise can obtain evidence of delivery at no additional charge from the
delivery record, if the customer provides a receipt showing the return receipt
for merchandise fee was paid.
b. See my response to part a above.

5402

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCNSPS-T39-1-9)

DFCNSPS-T39-7. Please explain why the Postal Service offers a stand-alone returnreceipt service for merchandise but not for non-merchandise.

RESPONSE:

The Postal Service proposed return receipt for merchandise in Docket No. R87-1to
respond to the needs of parcel mailers. These mailen desired delivery information, but
did not necessarily need a signature. Additionally, they may have wanted to use
subclasses of mail that did not qualify for certified mail. The Postal Service has never
proposed a stand-alone return receipt service for non-merchandise, presumably
because it has not received much interest from non-parcel mailers for that type of
service.

5483

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCIUSPS-139-19)

DFCNSPS-1396.
a. Suppose customer 1 purchases certiied mail plus return receipt. Please
confirm that this customer would pay, under the Postal Service's proposed
fees, $2.10 plus $1.50, for a total of $3.60 (plus postage).

b. Suppose customer 2 purchases return receipt for merchandise. Please
confirm that this customer would pay, under the Postal Service's proposed
fees, $2.35 (plus postage).
c. Please identify all services that customer 1 would receive that customer 2
would not receive.
d. Please confirm that the services that customer 1would receive that customer
2 would not receive explain and justify the $1.25 difference in fee. If you
confirm, please explain why.
e. Based on historical data, in which percentage of cases would customer 1
need the additional services that customer 2 would not receive.

f. In which percentage of all certifed-mail transactions does a customer request
a duplicate return receipt?
g. In which percentage of all certified-mail transactions does a customer request
a return receipt after mailing?

RESPONSE:

a. Confirmed.
b. Confirmed.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCIUSPS-T39-1-9)

DFCIUSPS-1394 CONTINUED
c. Both customers would receive a completed return receipt with the signature
of the addressee or addressee’s agent, the delivery date, and the address
where the mailpiece was delivered if it differs from the address on the
mailpiece. Additionally, customer 1 would receive certified mail service.
Customer 1would have the option to purchase restricted delivery service,
unlike customer 2. Customer 2 would have the option to have the delivery
employee, rather than the recipient, sign the return receipt.
d. Certified mail with return receipt and return receipt for merchandise service
are distinctly different special services. Therefore, I can neither confirm nor
not confirm your supposition. The justifications for the proposed fees for
these special services are discussed in the respective pricing criteria sections
of my testimony. In particular, witness Davis presents retum receipt for

merchandise costs that are less than the costs for certified mail and return
receipts combined. See USPS-LR-1-108, pp. 47-55.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCIUSPS-139-1-9)

DFCNSPS-l394 CONTINUED

e. Certified mail with return receipt and return receipt for merchandise are two
different special services used with sometimes different classes of mail and
geared towards different needs of different customers. Therefore, I &nnot
calculate a percentage.
f. This infomation is not available. Duplicate return receipts for which a fee is

paid are a subset of return receipts after mailing and Ido not have a
breakdown of the percentage. For the total percentage of return receipts
requested after mailing for certified mail, please see my response to part g
below.
g. In 1998. .07 percent of all ceMiid mail transactions had a return receipt
requested after mailing. If my proposal to reduce the return receipt after
mailing fee is implemented, Iwould not be surprised to see this proportion
increase significantly.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCRISPS-139.18)

DFCIUSPS-139-9. Please explain the basis for using a tendollar rounding constraint,
rather than a smaller rounding constraint, for Reserve Number. If a onedollar rounding
constraint had been used, which fee would have been proposed?

RESPONSE
I applied a tendollar rounding constraint to the proposed f e e for Reserve Number to

match the rounding constraint applied to the proposed caller service fee. It is probable
that a $30 fee would have still been proposed if I had used a onedollar rounding
constraint.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T39-10. Please confirm that some stations or branches of post oftices that
offer city carrier delivery either do not deliver mail to the post-office boxes on Saturdays
or do not allow customers any access to their boxes on Saturdays. If you do not
confirm, please explain why not.

RESPONSE

I am not aware of any nationwide policy or standard practice that encourages no post

office box delivery or no customer access to post office boxes on Saturdays. Iwould
not be surprised if post office box delivery did not occur or access to post office boxes
was not available on Saturdays as a result of unique local circumstances.

5488
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RESPONSE OF UN~TEDSTATES POSTAL SERVICE WITNESS MAYO
'TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T39-41. Please provide the percentage of postal facilities that have postoffice boxes that either do not deliver mail to the boxes on Saturdays or do not allow
customers any BQZSS to their boxes on Saturdays. Please break the data down
between citydelivery offioes and non-citydelivery offices. If the Postal Service does
not have this data, please explain why not.

RESPONSE:

I have not been able to locate the information you have requested, and presumably this
type of information is not collected.

5489
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T39-12. Please confirm that, all else equal, some customers would derive
greater value from their postoffice-box service if they could receive and access their
box mail Monday through Saturday instead of only Monday through Friday. If you do
not confirm, please explain why not.

I

RESPONSE:

Not confirmed. I am not aware of any customer analysis with which to verify your
hypothesis.

.-

5490

RESPONSE OF UNITED STATES POSTAL SERVICE WlTNESS MAY0
TO INTERROGATORIESOF DOUGLAS F. CARLSON

DFCIUSPS-139-13. Please explain why customers who have a post-office box at a
facility that does not deliver mail to the boxes on Saturdays or does not allow customers
access to the boxes on Saturdays should not pay a fee that is lower than the fee that

box customers who can receive mail Monday through Saturday pay.

RESPONSE:

Postal fee design, like rate design, requires averaging because the alternative would be
differentfees for each of the many characteristics that would vary for individual
customers. Saturday nondelivery or non-access to post office boxes is not enough of

a factor to consider an alternative fee structure. especially in light of the statutory
concern for fee simplicity as stated in Criterion 7. See also the Postal Service’s
response to interrogatory DFCNSPS-10, filed February 7,2000.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIESOF DOUGLAS F. CARLSON

DFC/USPS-T39-14. On a recent Saturday, I checked the mail at my post-office box in
Berkeley, California, at 11:30 AM, afler the posted 1l:OO AM cutoff time for delivery of
First-class Mail. On the following Monday, a Priority Mail parcel had been delivered to
my box. My post office stamped it as received on Saturday. The parcel had a Delivery
Confirmation label. The Web tracking system indicated that the parcel was delivered at
9:02 AM on Saturday. On a previous occasion, a Priority Mail parcel was scanned as
delivered at approximately 7 3 0 AM, even though mail distribution to my box, which is
located in rented space in a building one block from the main post office, rarely begins
before 9:00 AM or 1O:OO AM.
a.

In light of these examples, please explain the exact meaning of 'delivery" for
the Delivery Confirmation service.

b.

Does "delivery" mean the moment when the article is made available to the
customer?

c.

Please provide all documentation and instructions to delivery employees
concerning the proper moment in the delivery process to scan Delivery
Confirmation bar codes.

REPONSE:

a-b. The exact meaning of 'delivery" for Delivery Confirmation service is when
an item is available to the customer with no postal intervention required.
This would include when an item is placed in a mail receptacle, including a
post office box. In light of the first example you provide, if what you state is
accurate, it appears as though the parcel was delivered afler the delivery
time entered into the system. Wfih respect to the second example, there is
no indication the parcel was not delivered at 7:30 AM.

.
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DFCNSPS-T39-14 (CONTINUED):

c. Please see the attached letter dated August 27,1998.

..

5494
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-T39-16. Please refer to current DMCS section 921.222.

a.
I

Is this service also known as "tinholdout"? If not, please provide the
common name for this service.

b. Is this service being eliminated? If so, please explain why.

RESPONSE:

a. and b. This service is not also known as Krrn holdout" and has sometimes
been identified as involving 'P.O. Box throwbacks". It is addressed in
Section IV(R)(l l)(d) on pages 119-120of my testimony. The elimination of
this service is receiving active consideration for the reasons discussed in my
testimony.
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RESPONSE OF UNITED STATES POSTAL SERVICE WTNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCNSPS-T39-17. Please refer to current DMCS section 941.26. How does a mailer

obtain a copy of the original mailing receipt for certified mail? Is a copy kept at the
mailing post office?

RESP0N SE:

A customer who mails a piece of certified mail as part of a window transaction has in

hislher possession the original mailing receipt. At the time of mailing, the customer may
ask for a copy of the mailing receipt at the window. Otherwise, after the transaction

takes place, the customer could make a photocopy of the original mailing receipt. No
copy of the original mailing receipt is kept at the mailing post office.
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RESPONSE OF UNtTED STATES POSTAL SERVICE WITNESS.MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T39-18. Please refer to your testimony at page 43, lines 17-19. Please
identfy all alternatives to certified mail, including the specific services (e.g., proof of
mailing, proof of delivery) that those alternatives provide and the price or fee associated
with each alternative.

RESPONSE:

The Postal Senrice alternatives to certified mail, where a mailing receipt is provided and
where a signature is obtained on a delivery receipt upon delivery for First-class Mail or
Priority Mail include registered mail, numbered insurance, return receipt for
.-

merchandise (Priority Mail only) and Signature Confirmation (Priority Mail only). The
current and proposed fees for these special services are presented in my testimony in
the respective proposal sections.
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RESPONSE OF UNITED STATES POSTAL SERVICE WTNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-T39-19. Why is the fee for return receipt after mailing being reduced by 50
percent? Please explain all reasons and provide relevant cost data for Docket Nos.
R97-1 and WOOO-1.

RESPONSE:

Please refer to my testimony at pages 135 and 136 where I discuss the fee design and
pricing criteria for return receipts. Wfiness Davis’ cost analysis for return receipt after
mailing in Docket No. WOOO-1 can be found in LR-1-108, pages 51 and 61. The Docket
No. R97-1 return receipt after mailing cost analysis was presented by the Postal

Service in Library Reference H-107, page 43.
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DFC/USPS-T39-20. Please identify all alternatives to return receipt. including the
specific services (e.g., proof of delivery, hardcopy notification of date of delivery,
signature of recipient. address verification or correction) that those alternatives provide
and the price or fee associated with each one.

RESPONSE:

-

Wah respect to the specific combined features of return receipts a hard copy
notification of date of delivery, original ink signature of addressee or addressee’s agent,
and address where the mailpiece was delivered ifdifferent from the address on the
mailpiece, there is no postal alternative. There are other special services that offer
similar features, such as Delivery Confirmation and Signature Confirmation. The
current and proposed fees for these services are presented in my testimony at page 55
and page 142, respectively.
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DFCRISPS-T39-21. Please refer to your testimony at page 137. lines 8-13.
a.

Please confirm that Form 381lA, which provides the service proposed to be
known as 'evidence of delivery from the delivery record," does not provide
the signature of the recipient. If you do not confirm, please explain.

b. All else equal, would customers in general place a higher value on receiving
the signature of the recipient versus not receiving the signature of the
recipient? If your answer is not an unqualified yes, please explain your
answer.
c.

Please explain why a customer should not receive a partial fee refund if
he/she must settle for a Form 3811A. rather than a Form 3811 that has the
signature of the recipient?

RESPONSE:
a. Confirmed. However, it is my understanding that the Postal Service is
considering changes to both this form and this service that would make a
copy of the recipient's signature available.
b. Ibelieve the value of possessing the signature of the recipient versus the
verification of delivery from the delivery record on file would .vary depending
upon the needs of the individual customer.
c. DMCS section 3080 states that a refund may be made when "postage and
special service fees have been paid on mail for which
for the postage and fees paid,

service is rendered

..."(emphasis added). That section would not

extend to partial refunds in the circumstance you describe.
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DFC/USPS-T39-22. Please refer to Docket No. RQ7-1 Tr. 3/1018 at lines 13-16.

I

a. Please confirm that witness Plunkett agreed that it would be a "good idea" to
study the possibility of extending a stand-alone return-receipt service that
shares the characteristics of return receipt for merchandise to documents
sent via regular First-class Mail, thus allowing customers to purchase this
return-receipt service along with First-class Mail without purchasing an
additional service such as certified mail. If you do not confirm, please
explain.
b. Please explain the results of any study of this issue that has occurred.
C.

Please explain why the Postal Service is not proposing a return-receipt
service that customers can purchase along with First-class Mail without
purchasing an additional service, such as certified mail.

d. Please explain any plans to offer return-receipt service in the future that can
be purchased along with First-class Mail without the current requirement to
purchase an additional service, such as certified mail.
RESPONSE:
a.

I can confirm that witness Plunkett agreed that it would be a "good idea" to
study why return receipt for merchandise service shouldn't be extended to
regular First Class Mail for documents.

b. To the best of my knowledge, no studies have been conducted concerning
the extension of return receipt for merchandise to First Class Mail for
documents.

c.

Please see my response to DFCNSPST39-7.
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DFCNSPS-T39-22 CONTINUED

d.

I know of no plans to offer return receipt service without another special
service for First Class Mail.
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DFCIUSPS-T39-23.

a. Please confirm that Ciibank receives mail via postsffice-box service or
caller service using a variety of postsfke boxes with the address T h e
Lakes, NV" and ZIP Codes beginning with 889. If you do not confirm, please
explain. If you are not able to confirm this statement by naming Ciibank,
please confirm the statement as if 'Citibank" were replaced with "a
remittance processof or "a customer."
b. Please confirm that The Lakes is not the name of a post office, station, or
branch in Nevada. If you do not confirm. please explain.
c. To the best of your knowledge, is The Lakes a city or town in Nevada?
d. Please confirm that no addresses other than those belonging to the
customer described in (a) use The Lakes, NV" as a mailing address. If you
do not confirm. please explain.
e. Please confirm that The Lakes, NV, is an address associated only with ZIP
Codes beginning with 889. If you do not confirm, please explain.
f.

Please confirm that the 889 ZIP Codes are administered by the post Office in
Las Vegas, NV. If you do not confirm, please explain.

g. Please explain the origin of the name The Lakes, NV, for this customer's
address and whether this name was created at the suggestion of the
customer or the Postal Service.

h. Please confirm that a customer might derive added value from his postoffice-box or caller service if he had the opportunity to design his own postofice name for his delivery address. If you do not confirm, please explain.
i. Does the Nevada customer described in this interrogatory pay any %e? for
the privilege of having created its own postoffice name for its delivery
address?
j.

Which fee schedule, if any, applies to customers who are able to create their
own postoffice name for their delivery addresses?

k. Please explain the procedures for a customer to follow to create his own
postoffice name for mail sent to him.
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DFC/USPS-T39-23 (CONTINUED)

RESPONSE:
a-g. Objection filed February 15,2000.

h.

Confirmed.

i.

Objection filed February 15,2000.

j-k.

Redirected to the Postal Service.
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DFC/USPS-T39-24. At page 135, lines 1516, you testified, 'Return receipts are
potentially a high value service, but some problems with the quality of service imply a
lower cost coverage (Criterion 2). Please identify all known problems with the quality of
return-receipt service that led you to write this statement.

RESPONSE:
Please see my response to DFCNSPST39-3 and PRC Op.. R97-1. at 577.
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DFCIUSPS-139.25. Please explain why fees for post-office-box service should not be
based in part on the level of box service that a customer receives, such as the number
of hours per week during which the box lobby is open and the availability of parcel
lockers that allow customers to bypass the window line to pick up items that are too
large to fit in their box.

RESPONSE:

Post office box fees are designed in part based on the value of service to the customer.
A discussion of the value of service criterion is presented in my testimony on page 109.

It is important to note that the value of service criterion discussed in my testimony

applies generally to all post office box customers who have the alternative option of
carrier delivery. This criterion wncems the overall value of service for box service, and
is used to determine the general level of post office box fees. The criterion is not

intended to reflect differences in the value of service for particular post office box
customers, or at various post offices. Basing fees on the level of post office box service

at different post offices might also contradictthe statutory concern for fee simpiid:,.
See my response to DFCIUSPS-T39-13.
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DFCIUSPS-139-26.

a.

Should a postofficebox customer expect to receive incoming mail at his
post-office box on a holiday? Please explain your answer fully.

b.

Please explain the procedures that a box customer should follow if he
does not receive mail at his post-office box on holidays but Postal Service
policy provides for distribution of mail to his post-office box on holidays.

C.

Please confirm that delivery of mail to postoffice boxes on holidays is a
component of the value to customers of post-office-box service. If you do
not confirm, please explain.

RE PON

E:

a. Domestic Mail Manual Section GO11.1.5 shows that post office box delivery
service on holidays is determined by national, area, and/or district guidelines.

I am not aware of any national guidelines. It is my understanding that local
guidelines might permit mail to be delivered to boxes on holidays, primarily to
ensure that service standards for the following day can be met, rather than to
provide an additional service to customers. Thus, customers generally
should not expect mail delivery to post office boxes on holidays.
b. Objection filed February 15,2000.
c. While particular customers might value holiday delivery of mail to post office
boxes, such delivery, if and when performed, is done for the convenience of
the Postal Service and would not be a component of the value of service
criterion I used in designing post office box fees. See my response to
DFC/USPS-T39-25.

,
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I

DFC/USPS-T39-29.
a.

Will customers be able to purchase Priority Mail manual Signature
Confirmation without also purchasing Delivery Confirmation?

b.

Please confirm that Signature Confirmation will provide every service that
Delivery Confirmation provides. If you do not confirm, please explain.

c.

Please refer to your testimony at page 143, lines 20-22and page 144,
lines 1-5. If the answer to (a) is yes, please explain why you removed the
Delivery Confirmation base cost in determining the cost coverage of
Signature Confirmation.

RESPONSE:
a. Under my proposal, yes.
b. Confirmed. As proposed in this proceeding, Signature Confirmation would
provide every service that Delivery Confirmation would provide. See my
testimony, page 145.
c. To be consistent with the approach for electronic Signature Confirmation (see

my testimony at page 143, lines 11-18) and electronic end manuai Wivsry
Confirmation (see my testimony at page 56. lines 8-14). in all cases I used
the net volume variable costs from Witness Davis (USPS-T-30, pages 7 and
11).

5508

RESPONSE OF UNITED STATES POSTAL SERVICE WTNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON (USPS-T-399041)
DFCIUSPS-T3990.

a.

Please confirm that your response to DFC/USPS-T39-5(c) represents the full
extent to which the Postal Service has issued directives and other
documents to alert employees to the redesign of Form 3811 and to train
delivery employees on the proper completion of the new Form 3811. If you
do not confirm, please provide the missing information.

b. Please provide all evidence that the Postal Service possesses indicating that
delivery employees are familiar with the new Form 3811 and are completing
it properly.
c.

Please confirm that a Form 3811 that is returned to the customer with neither
box checked has not been completed correctly by the Postal Service.

d. Please provide any available evidence confirming that stand-up talks have
been conducted at the local level to discuss the new Form 3811.
e. Please provide all evidence revealing the extent to which delivery employees
are checking either the "yes" box or the 'no" box on new Forms 3811.

RESPONSE:

a.

I cannot confirm that my response to DFCRISPS-T39-5(c) represents the full
extent to which the Postal Service has alerted employees about the redesign and
proper completion of Form 3811. See my response to DFC/USPS-T39-5(h).

b.

I am not aware of any "evidence", but my experience as a letter carrier and

continued contact with postal field employees is the basis for my belief that
delivery employees are being properly trained in completing new and revised
forms.
C.

I cannot answer the question without knowing which boxes you are referring to.
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DFC/USPS-T39-30. (CONTINUED)
d.

Iam not aware of any "evidence".

e.

See my response to part (d) above.
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DFCIUSPS-T39-31.

a. Please confirm that the Postal Service has a measurement system to
determine the extent to which delivery employees are scanning Delivery
Confirmation bar codes. If you do not confirm, please explain.
b. Please provide documents explaining the function and operation of the
system described in (a).
c. Please provide the percentage of delivery offices that this system measures.
d. Which percentage of Delivery Confirmation mail is delivered in areas subject
to this measurement system?
- .
e. Does this measurement system compare the actual time of delivery with the
time of the delivery scan or the time of the delivery scan recorded in the
tracking system? Or does this system only check to ensure that the test
piece was scanned, regardless of the time of the scanning?
f. Please provide recent performance results from the system described in (a).

RESPONSE:

a.

Confirmed.

b.

I am not aware of any documents explaining the function and operation of the
measurement system. It is my understanding that the Scan percentage is
calculated by taking the number of pieces with acceptance records scanned by

delivery employee divided by the number of pieces with acceptance records.
c.

All delivery offices are covered by this system.

d.

All Delivery Confirmation mail is delivered in areas subject to this measurement
system.
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DFC/USPS-T39-31 CONTINUED

e.

This system only checks to ensure that the piece was scanned, regardless of the
time of the scanning.

f.

In Accounting Period 5 of Fiscal Year 2000 the scanning percentage was 96
percent.
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DFC/USPS-T39-32. Please refer to your response to DFC/USPS-T39-7.

a. Please explain the process by which the Postal Service solicih, reviews, or
responds to input from nonorganized groups of mailers, such as consumers
and the general public.
b. Please provide all evidence concerning the percentage of transactions for
certified mail plus return receipt where the mailer would have purchased
solely the return receipt if certified mail had not been a prerequisite for
purchasing return receipt.
c. Please confirm that a stand-alone return-receipt service would not be popular
with customers. If you do not confirm, please explain.
..

.

.

RESPONSE:

a.

Different departments within the Postal Service solicit, review or respond to input
from consumers and the general public in different ways. For example, I review
and respond to some inquiries directed to the Postmaster General, the
Consumer Advocate, or the Vice President of Pricing and Product Development

if these inquiries relate to special services. Wnh respect to solicitation, my
department performs market research or other special studies. Also, the Postal
Service holds a Postal Forum twice annually as a means to both solicit input
from mailers and respond to input from mailers.
b.

I know of no evidence.
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DFC/USPS-T39-32 CONTINUED

c.

Not confirmed. I do not know whether a stand-alone return receipt would or
would not be popular. However, the Postal Service has never proposed such a
service. See my response to DFC/USPS-T39-7. Presumably, the Postal
Service has not received much interest from non-parcel mailers for that type of
service. I have not heard of much interest in such a service, other than by
individual intervenors, like you, in Commission cases.
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DFCIUSPS-139-33. Please refer to your response to DFC/USPS-T39-9 and explain
the basis for a tendollar rounding constraint for the fee for caller service.

RESPONSE:

I determined a tendollar rounding constraint was more appropriate than the current
twenty-five-dollar rounding constraint, particularly when aiming to have the proposed
fee for caller service match the rounding constraint applied to the proposed reserve
number fee.
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DFCIUSPS-T39-34. The Inspection Service audit report provided in response to
DFC/USPS-T39-3 states, 'we found an antiquated computer system made it difficult
and time consuming to research the many claims which were received by the District's
Consumer Affairs Office." Attachment to Response to DFC/USPS-T39-3 at. page 3
(final sentence). Please provide all available information on the number of claims.

RESPONSE:
It is my understanding there is no information on the number of claims.
..

.

, .
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DFCIUSPS-T39-35.
a. Please explain why the Postal Service does not offer Delivery Confirmation
along with First-class Mail service.
b. Please confirm that a customer who wishes to mail a one-ounce letter via
First-class Mail and who desires to know only that the letter was delivered
currently must purchase return receipt plus certified mail, registered mail, or
insured mail to obtain this information. If you do not confirm, please explain.
c. Please confirm that most customers who purchase certified mail and return
receipt for their First-class Mail desire more' information than just knowledge
that the article was delivered. If you do not confirm, please explain and
provide all available evidence.
RESP0N SE:
a.

Delivery Confirmation was designed to meet the needs of expedited and parcel
shippers. For that reason, the service is currently available for Priority Mail and
Standard Mail (B)only.

b.

Not confirmed. The insurance option would generally not be available, because I
don't believe a one-ounce First-class Mail eligible letter would qualify as
Standard Mail matter eligible to receive insurance. Furthermore, one could mail
a one-ounce letter and receive knowledge that it was delivered using the Priority
Mail subclass of First-class Mail with either return receipt for merchandise or
Delivery Confirmation.

c.

Not confirmed. I have no idea how many certified mail plus return receipt
customers desire more information than knowing that the mailpiece was
delivered.
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DFC/USPS-T39-36. Please refer to your response to DFC/USPS-T39-10.

a. Please provide the national policy or other guidelines that explain the "unique
local circumstances" under which no delivery or access to post-ofice boxes is
permissible.
b. To enhance the record on this subject via examples, please explain why
customers may not receive mail and access their postsfice boxes on
Saturdays at the Byron Rumford Station in Oakland, California, the post ofice
in Babb, Montana, and the station located in the Port Authority Bus Terminal
in New York, New York.
c. Please provide the approximate year in which the building housing the Byron
Rumford Station was constructed.

d. Please'confirm that access to the box section on Saturdays at the Byron
Rumford Station could not have been accommodated architecturally. If you
do not confirm. please explain.

RESPONSE:

a.

I am not aware of any national policy or other guidelines explaining the unique

local circumstances.

b.

Objection filed.

c.

Objection filed.

d.

Objection filed.
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DFC/USPS-T3937. Please explain how the Postal Service determined that the
boxholder's city of residence was a significant enough factor to warrant a special fee
(see Docket No. MC96-3) while the number of days on which a customer can receive
mail at his box is not significant enough to warrant fee differentiation. Please provide
the policy governing establishment of separate fee categories.

RESPONSE:

See my Docket No. MC96-3 USPS-T-7 testimony at pages 23 to 34 and 37 to 43 that
explains the Postal Service proposal for a non-resident fee for box service. The
proposed fee was founded on the beliefs that non-residents could present costlier box
service administration and receive a variety of benefits from a mailing address other
than in the post office serving one's residence. Also see witness Landwehr's testimony,
USPS-T-3, at pages 3 to 10 from that same docket which summarized problems
caused by non-resident boxholden that could inevitably lead to increased service
costs. In any case, the non-resident fee proposal was rejected by the Commission, so
that proposal does not serve as Commission precedent for what types of factors should
warrant fee differentiation.

I believe that fee differentiation is not warranted if a customer cannot receive box mail
on Saturdays. I am not aware of how many facilities do not deliver box mail on
Saturdays, nor am I aware of any hardship for any boxholders not receiving mail
delivery to their post office box on Saturday. On the other hand, I am aware of the
costly situations imposed by non-resident boxholden.
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DFC/USPS-T39-38. These questions concern Form 3800, Certified Mail Receipt.
a. Please confirm that the version issued in April 1995 had a number consisting
of 10 alphanumeric characters. If you do not confirm, please explain.

b. Please confirm that the bar-coded version issued in July 1999 has a number
20 numeric characters long. If you do not confirm, please explain.

c. Please confirm that either the customer or the window clerk must write the
certified-mail number on the return receipt if the customer wishes to purchase
a return receipt. If you do not confirm, please explain.
d. Please confirm that a certified-mail number that is twice as long as the old
one will increase the length of time required for a customer or window clerk to
place this number on the return receipt. If you do not confirm, please explain.
e. Please confirm that the length of the new number may increase windowservice costs associated with certified mail and return receipt.

f. Has the Postal Service considered designing a Certiied Mail Receipt that has
a tiny removable label on which the certified-mail number is printed that can
be peeled off and placed in the box for article number on the return receipt?
Please provide details.
g. If the Postal Service has not considered the label described in (0. do you
believe that this removable label might increase the value of certified-mail
service to customers or reduce window-service costs? Please explain.

I

RESPONSE
a.

Confirmed.

b.

Confirmed.

c.

Confirmed.
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DFCIUSPS-13-38 CONTINUED
d.

Confined.

e.

Redirected to witness Davis.

f-g.

It is my understanding that the Postal Service considered using a removable
number label and has determined it currently would not be desirable. I have
been informed that a removable label could present machinability problems on
high-speed equipment that could increase costs. Also, it is my understanding
that the costs of producing and distributing forms with such a label could offset
any hypothetical window service transaction cost savings. The Postal Service is
continually reviewing forms for improvements and a removable label could
possibly be included in a future redesign, along with other changes. I do not
believe that a peeloff label would necessarily increase the value of selvice for
certifed mail, particularly if, in the alternative, the window clerk recorded the
number.
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DFC/USPS-T39-39. Please provide the overall cost coverage for post-office boxes that
resulted from implementation of the fees approved in Docket No. R97-1.

RESPONSE:
See Appendix G, Schedule 1 of the Docket No. R97-1 Recommended Decision for the

post office box and caller service overall cost coverage.
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DFC/USPS-T3940. For each box group and box size, please provide the cost
coverage that resulted from implementation of the fees approved in Docket No. R97-1.

RESPONSE:

The cost coverages can be calculated by annualizing the fees in Fee Schedule 921 of
Appendix One of the Docket No. R97-1 Recommended Decision and dividing by
witness Lion's costs that are included in an attachment to the response to your
interrogatory DFCNSPST39-1, also from Docket No. R97-1

or.31572).
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I

DFC/USPS-T3941. Please provide the cost coverage for each box group and box size
proposed in Docket No. R2000-1.

RESPONSE:
The cost coverages can be calculated by annualizing the proposed fees in my
testimony on page 102 and dividing by witness Kaneer's costs presented in Exhibit
USPS-4OB. page 2.
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DFCIUSPS-139-42. Please refer to your response to DFCIUSPS-T30-30,5(c), and
5(h). Please provide all directives, communications, and other written documents or
publications that Postal Service headquarters has issued to field offices or employees
alerting them to or otherwise informing them of the July 1999 redesign of Form 3811 or
to train delivery employees on the proper completion of the new Form 3811.

RESPONSE:
I assume you are referring to my responses to DFC/USPS-T39-30,5(c), and 5(h). See

my response to DFC/USPS-T39-5(c). To the best of my knowledge, Postal Service
headquarters issued the Postal Bulletin notice and no other communications. I am
unaware of what communications have been issued in the field.

t
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DFCIUSPS-13943. Please provide all facts and information that the Postal Service
possesses or of which the Postal Service is aware indicating that delivery employees
are familiar with the new Form 3811 and are completing it properly.

RESPONSE:

The Postal Service does not collect this type of infomation.
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DFCIUSPS-139-44. Please explain the process by which the Postal Service is
evaluating the extent to which delivery employees are checking one of the two boxes in
section D on the new Form 3811. Please provide the results of all studies, evaluations,
audits, and reviews.

RESPONSE:

See my response to DFCIUSPS-T39-43.
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DFC/USPS-T3945. Please refer to your response to DFC/USPS-T39-30(b) and
explain specifically how your continued contact with postal field employees causes you
to believe that delivery employees are being properly trained in completing new and
revised forms. including Form 3811. Please provide specific information about
conversations that you have had, and please provide all relevant e-mail messages or
other written correspondence.

RESPONSE:
I have spoken casually with field employees who are always willing to provide their
opinion on the delivery of special services and new forms, services and procedures. I
have no e-mail messages or written correspondence from these employees.
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.DFC/USPS-T3946. Please provide a copy of the July 1999 version of Form 3811.

RESPONSE:
Attached.

5529

.L

,..
,
..:. .. ..

!

Sender. Piease print your name, addnrss. and UP+4 in this box
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DFCIUSPS-13947. Please confirm that a Form 3811 (July 1999 version) that is
returned to the customer with neither of the boxes in section 0 checked has not been
completed correctly by the Postal Service. If you do not confirm. please explain.

RESPONSE:

See my response to DBP/USPS45(j).
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFCIUSPS-1394268)

DFCIUSPS-1394. Please provide all available facts and infomation confirming that
stand-up talks have been conducted at the local level to discuss the new Form 3811.

RESPONSE:

To the best of my knowledge, information on stand-up talks is not collected at the
Headquarters level.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFC/USPS-T3942-68)

DFC/USPS-T3949. To the extent that you have knowledge of facilities that have
conducted stand-up talks to discuss the new Form 3811, please identi them.

RESPONSE:
See my response to DFCIUSPS-T39-48.
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RESPONSE W UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIESOF DOUGLAS F. CARLSON
(DFC/USPS-T39-42-68)

DFC/USPS-T39-50. Please provide all facts and information revealing the extent to
which delivery employees are checking either the "yes"box or the "no"box in section D
of new Forms 381 1.

RESPONSE:

See my response to DFC/USPS-T3943.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFCIUSPS-13942-68)

DFCIUSPS-139-51. Please provide documents explaining the function or operation of
the measurement system that determines the extent to which delivery employees scan
Delivery Confirmation bar codes. Please also provide documents explaining the
method by which this system determines the extent to which delivery employees scan
Delivery Confirmation bar codes.

RESPONSE:

See my response to DFC/USPS-T39-31(b).

.-
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFCNSPS-1394248)

DFC/USPS-T39-52. Please refer to your response to DFC/USPS-T39-32(a). Please
provide an approximate number of inquiries that you reviewed and to which you
responded during calendar year 1999 (or any one-year period that you select and
identify).

RESPONSE:
During calendar year 1998, I responded directly or indirectly to approximately 50
inquiries.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFC/USPS-T3942-68)

DFCNSPST39-53. Please refer to your response to DFC/USPS-T39-32(a). Please
identify the special services for which your department has performed market research
or other special studies since January 1, 1996, and provide documents describing the
results of the market research and special studies.

RESPONSE:
The results of all but one special service market research performed since January 1,
1996 by my department, or under my department's direction have been included in
Dockets No. MC96-3 and R97-1, for special services including certified mail, insured
mail, registered mail, and post office boxes. A survey was sent out in 1999 to C.O.D.
mailers, yet due to a lack of responses no documents describing the results were
prepared.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFC/USPS-T39-42-68)

DFCIUSPS-139-54. Please estimate the number of members of the general public who
do not work in the mailing community who attended Postal Forums in 1999.

RESPONSE:
I don't know and I would assume that this is a privacy matter. The Postal Service would
not collect this information.

I
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFC/USPS-T3942-68)

DFCNSPS-T39-55. Please provide all facts and information concerning the
percentage of transactions for certified mail plus return receipt where the mailer would
have purchased solely the return receipt if certified mail had not been a prerequisite for
purchasing return receipt.

RESPONSE:

See my response to DFC/USPS-T39-32(b).
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFCIUSPS-T3942-68)

DFC/USPS-T39-57. Please refer to your response to DFC/USPS-T39-32(c). Do you

believe that the interest expressed by individual intervenors in Commission cases for a
stand-alone return-receipt service is unrepresentative of the interest in this service
among the American public? If yes, please provide facts and information in support of
your position.

RESPONSE:

To the best of my knowledge no individual intervenors have proposed a stand-alone

retum receipt service in any Commission cases. I cannot say whether your interest in
this type of service is representative or unrepresentative of t h e American public. I have

not seen anything that would indicate to me that there is even a lukewarm interest in
this type of service among the general public.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO 1NTERROGATORlES OF DOUGLAS F. CARLSON
(DFC/USPS-T394268)

DFC/USPS-T39-58. Please confirm that a customer who wishes to mail a one-ounce
letter containing a bank check at the one-ounce single-piece First-class Mail rate and
who desires to know only that the letter was delivered currently must purchase return
receipt plus certified mail or registered mail to obtain this information. If you do not
confirm, please explain.

'

RESPONSE:

Not confirmed. The customer could simply call the recipient to see if the piece was
received or ask the recipient to return an enclosed postcard when helshe receives the
mailpiece. The customer could purchase just certified mail or registered mail without
return receipt service, and use return receipt afler mailing service if he/she becomes
concerned about whether the letter was delivered.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIESOF DOUGLAS F. CARLSON
(DFCIUSPS-T394248)

DFC/USPS-T39-59. Please refer to your response to DFC/USPS-T39-35(b). Please
provide a citation to the DMM or DMCS that confirms that a one-ounce letter would
qualrfy as 'merchandise."

RESPONSE:

I know of no citation to the DMM or the DMCS that defines merchandise for use with

return receipt for merchandise. For example, a one-ounce letter could be merchandise
if it is a letter that could be bought and sold.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFCNSPS-T3942-68)

DFC/USPS-T39-60. Please refer to your response to DFC/USPS-T39-37. Please
discuss the steps that you have taken to determine the number of facilities that do not
deliver box mail on Saturdays and to examine any hardship for boxholders who do not
receive mail at their post-office box on Saturdays.

RESPONSE:

I have not taken any steps to determine the number of facilities that do not deliver box
mail on Saturdays, nor have I taken any steps to examine any hardship for boxholden
who do not receive mail at their post office box on Saturdays. I was not even aware of
this situation until you brought it up, which leads me to believe that any potential
hardship from non-delivery post office boxes on Saturdays is a rare occurrence.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFC/USPS-T39-4268)

DFC/USPS-T3961. Please refer to your response to DFC/USPS-T39-37. Please
explain how you determined. without knowing the number of facilities that do not deliver
box mail on Saturdays, that fee differentiation based on whether a customer can
receive box mail on Saturdays is not warranted.

RESPONSE:

See my response to DFC/USPS-T39-60. I also believe that adding a fee category
related to Saturday service would be inconsistent with maintaining fee simplicity. and
the Commission's support for a more cost-based fee structure.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFC/USPS-T39-4268)

DFC/USPS-T39-62. Please refer to your testimony at page 43, lines 17-19. For a
customer who wishes to send a letter via First-class Mail, please identify all alternatives
that exist to certified mail, including the specific services (e.g., mailing receipt, proof of
delivery) that those alternatives provide. For this interrogatory, assume that the letter
weighs 13 ounces or less, and the customer wishes to pay the single-piece First-class
Mail (not Priority Mail) rate corresponding to the weight of the letter. Assume that the
letter contains only documents.

RESPONSE:
I am not sure what alternatives you are referring to with respect to certified mail. I am

unclear as to whether you want a signature, delivery receipt, evidence of mailing, etc.
Nonetheless, I could say registered mail and certificates of mailing are alternatives to
certified mail. See my testimony at pages 123-124. and 36 for descriptions.
Additionally, if the dowment is Standard Mail matter mailed at the First-class rate,
insurance is also an alternative. See my testimony at pages 60-61 for a description.

.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIESOF DOUGLAS F. CARLSON
(DFC/USPS-T39-42-68)

DFC/USPS-T39-63. Please refer to your response to DFC/USPS-T39-25.

a. Please provide all information you have, including legislative history and
Commission precedent, supporting your assertion that the valueof-service
criterion "is not intended to reflect differences in the value of service for
particular post office box customers, or at various post offices."

b. Please confirm that the non-resident fee for post-office boxes that the Postal
Service proposed in Docket No. MC96-3 was based, in part, on a contention
that non-resident boxholden receive a higher value of service than resident
boxholders. If you do not confirm, please explain and provide citations to the
record.

RESPONSE:

a. I am not an expert in legislative history. Ibelieve my value of service criterion
discussions are consistent with other witnesses in past rate cases and in this
present rate case proceeding. With respect to the value of service criterion
discussed in my testimony for post office box pricing, it was not my intention to
discuss differences in the various services provided at individual post offices and
how they may differ from each other. See my response to DFCIUSPST39-60.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFC/USPS-T39-42-68)

DFCNSPS-139-63 (CONTINUED)

RESPONSE:

b. Not confirmed. The non-resident fee proposal in Docket No. MC96-3 was based on
the pricing criteria in my testimony, USPS-T-7, including the value of service
criterion discussed on pages 37-38of that testimony. While I noted that nonresidents receive a high value of service. nowhere in my testimony do I contend that
non-resident boxholders receive a higher value of service than resident boxholders.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFC/USPS-T3942-68)

DFC/USPS-T39-64. Please refer to your response to DFCIUSPS-31. Please confirm
that Table B accurately summarizes information contained in the DMM pertaining to the
service elements a Customer may receive if he purchases certificate of mailing (middle
column) or manual Delivery Confirmation (right column). If you do not confirm. please
explain fully and correct this table.
TABLE B

....

RESPONSE:

Your table appears to have all the corrections and revisions I suggested in DFCIUSPS31.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFC/USPS-T3942-68)

DFC/USPS-T39-65. Please provide all facts and information the Postal Service has
indicating that customers would not, in general, place a higher value on receiving mail
at their post-office box Monday through Saturday than Monday through Friday only.

RESPONSE:

Such information has not been collected. I believe that a customer who obtains a box
at a facility that does not provide Saturday service is interested primarily in Monday
through Friday service and would not value Saturday service much, if at all. Moreover,
_-

the form of the question implies that the Postal Service would collect information on
what customers do not value. I do not believe this would be a very sensible approach.
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TO INTERROGATORIESOF DOUGLAS F. CARLSON
(DFC/USPS-T3942-68)

-

DFC/USPS-T39-66. Please refer to your response to DFC/USPS-T39-26. Please
explain why ‘customers generally should not expect mail delivery to post office boxes
on holidays” given that POM 5 125.22 requires incoming mail to be delivered to boxes
on holidays at the main office and ‘generally” also at stations and branches.

RESPONSE:

POM Section 125.22 and DMM Section GO11.1.5 both indicate that mail may not be
delivered to boxes on holidays. In addition, it is my understanding that the POM
provides guidelines, rather than requirements. Therefore, I believe customers generally
should not expect mail delivery to post office boxes on holidays, especially if the lobby

is not open. See my response to DFC/USPS-T39-26(a).
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIESOF DOUGLAS F. CARLSON
(DFC/USPS-T39-4268)

DFC/USPS-T39-67. Please refer to your response to DFC/USPS-T39-26. Please also
refer to POM Exhibit 125.22. Please provide copies of exceptions approved by the
chief operating officer and executive vice president pertaining to the subject of
DFC/USPS-T39-26(a).

RESPONSE:
There are no exceptions approved by the Chief Operating Officer and Executive Vice
President.
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TO INTERROGATORIES OF DOUGLAS F. CARLSON
(DFC/lJSPS-l39-42-68)

DFCIUSPST39-68. Why did the Postal Service not implement the amendment to
DMM § D042.1.7 that it proposed in 63 Fed. Reg. 12,874 (1998)?

RESPONSE:
The Postal Service decided to seek operational solutions to improve return receipt
processing at high volume destinations rather than amend DMM section D042.1.7. As
discussed on pages 22-23 of the Inspection Service report in LR-1-200, efforts to find
operational solutions are ongoing.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES REDIRECTED FROM THE POSTAL SERVICE
(DFCIUSPS30-35)
DFCIUSPS-30. Please confirm that Table A accurately summarizes information
contained in the DMM pertaining to the service elements a customer may receive
if he purchases certified mail plus return receipt (middle column) or return receipt
for merchandise (right column). If you do not confirm. please explain fully and
correct these tables.

TABLE A
Service Element
Mailing Receipt
Record of Delivery
Return Receipt
Option to Purchase
Restricted Delivery For
-Additional Fee

Certified Mail +
Return Receipt
Yes
Yes
Yes
Yes

.

Return Receipt For
Merchandise
Yes
Yes
Yes
No

RESPONSE:
Not confirmed. Although the information contained in Table A is accurate, it does
not fully summarize the similarities and differences between certified mail with
return receipt and return receipt for merchandise. Iwould add the following to
the table:
Certiied Mail +
peturn Receipt
Available for use with First-class Mail
Available for use with Priority Mail
Available for use with Std. Mail (B)
Option to waive signature
Option to purchase Special Handling

Yes
Yes

Return Receipt
For Merchandise

No

No

Yes
Yes
Yes

No

Yes

No

1

5553

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES REDIRECTED FROM THE POSTAL SERVICE
(DFCIUSPS-30-35)
DFCIUSPS-31. Please confirm that Table B accurately summarizes information
contained in the DMM pertaining to the service elements a customer may receive
if he purchases certificate of mailing (middle column) or manual Delivery
Confirmation (right column). If you do not confirm. please explain fully and
correct these tables.
TABLE B
Service Element
Mailing Receipt
Evidence of Mailing
Deliverjl Confirmation
Record of Delivery

-

Certificate of
Mailing

Manual Delivery Confirmation

No

Yes
No
Yes
No'

Yes
No
No

RESPONSE:

Not confirmed. Table B is not accurate. A mailing receipt is not necessarily
provided with manual Delivery Confirmation. See my response to DFC/USPST39-1. Therefore, I would suggest changing the mailing receipt row Yesanswer under the manual Delivery Confirmation column to "Available'.
Additionally, a certificate of mailing would provide a mailing receipt.
demonstrating evidence of mailing. so in the certificate of mailing column, mailing
receipt row, the answer of 'No" should be changed to Yes". I would add the
following to the table:
Certificate of
Mailina
Available for use with any mail class
Available for use with any special
service

Manual Delivery
&%nfirmation

YeS

No

Yes

No
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TO INTERROGATORIESREDIRECTED FROM THE POSTAL SERVICE
(DFCIUSPS-30-35)

DFCIUSPS-32. Please confirm that a difference exists between a mailing receipt
and evidence of delivery. If you do not confirm, please explain.

RESPONSE:

Confirmed.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES REDIRECTED FROM THE POSTAL SERVICE
(DFCIUSPS-30.35)

DFCIUSPS-33. Please explain the difference between a mailing receipt and
evidence of delivery.

RESPONSE:

A mailing receipt provides evidence of mailing. Evidence of delivery helps
demonstrate that delivery occurred and provides evidence of mailing.
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TO INTERROGATORIESREDIRECTED FROM THE POSTAL SERVICE
(DFCIUSPS-30-35)

DFCIUSPS-34. Please provide a copy of the following forms: Form 3800
(Certified Mail Receipt), Form 152 (Delivery Confirmation Receipt), and Form
3817 (Certificate of Mailing).

RESPONSE:
Please see the attached pages that contain front and back photocopies of the
forms.
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TO INTERROGATORIES REDIRECTED FROM THE POSTAL SERVICE
(DFCIUSPS-30-35)

DFCIUSPS-35. Please provide all evidence the Postal Service has indicating
that customers would not, in general, place a higher value on receiving mail at
their post-office box Monday through Saturday than Monday through Friday Only.

RESPONSE:

I know of no evidence the Postal Service has indicating that customers would or
would not, in general, place a higher value on receiving mail at their post office

box Monday through Saturday than Monday through Friday only. Please see my
response to DFC/USPS-T39-12.
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TOltQTERRROOA1DR1ES REDIRECTED FROM THE POSTAL SERVICE
(cIFcIUSPS-36-37)

DFCNSPS-36. Please confirm that a difference exists between a mailing receipt and
evidence of mailing. If you do not confirm, please explain.

RESPONSE:

Not necessarily confirmed. A mailing receipt prepared by the Postal Service can serve
as evidence of mailing and therefore, in that instance, there is inherently no difference.
In cases where a mailer would prepare hisher own mailing receipt, the mailing receipt
may not be accepted as evidence of mailing by some parties, such as a court or
government agency.
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RESPONSE OF UNISTED STATES POSTAL SERVICE WITNESS MAY0
TO INTERRROGATORIES REDtRECTED FROM THE POSTAL SERVICE
(DFCNSPS-3637)

DFCIUSPS-37. Please explain the difference between a mailing receipt and evidence
of mailing.

RESPONSE:
There is not necessarily a difference between a mailing receipt and evidence of mailing.
Please see my response to DFCNSPS-36 above.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES REDIRECTED FROM WITNESS DAVIS
(DFCRISPS-T30-10-11)

DFCIUSPS-T30-10.

a.

Please confirm that customers using certified mail do not need to present
their mailing receipt to a window clerk if they do not need proof of mailing.

b.

Please confirm that customers using retum receipt for merchandise must
present their mailing at a post office or leave it in their rural mailbox.

d.

Except for the option to purchase restricted delivery for an additional fee,
please explain precisely the senrice elements (e.g., proof of mailing, proof
of delivery, etc.) thaf a customer of certified mail receives that a customer of
retum receipt for merchandise does not receive.

e.

Except for the option to purchase restricted delivery for an additional fee,
please confirm that a customer of return receipt for merchandise receives
every service element that a customer who purchases certified mail plus
return receipt receives. If you do not confirm, please explain.

RESPONSE:

a.

Confirmed.

b.

Confirmed.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES REDIRECTED FROM WITNESS DAVIS
(DFCIUSPS-T30-10-11)

DFCNSPS-TBO-IO (CONTINUED).

d.

Please see my response to DFCIUSPS-30. Since you have requested
the service elements for certified mail only versus return receipt for
merchandise, the return receipt element for certified mail only should be

"No" instead of "Yes." Otherwise. DFCIUSPS-30 applies. Also, a
customer of certified mail receives options for retum receipt at the time of
mailing or after mailing, so the customer could choose to wait and see if
there were any uncertainty or dispute concerning the delivery before
requesting a return receipt. A customer of return receipt for merchandise,
on the other hand, must pay for both the delivery record and the return
receipt at the time of mailing. Additionally, in cases where the return
receipt for merchandise customer waives the signature requirement, the
delivery record for the certified mail customer will include the signature of
the addressee or addressee's agent, while the delivery record for the
return receipt for merchandise customer will not.
e.

See my responses to DFCNSPS-30 and part (d) above.
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TO INTERROGATORIES REDIRECTED FROM WTNESS DAVIS
(DFC/USPS-T30-10-11)

DFC/USPS-T30-11.

a.

Please provide the percentage of manual Delivery Confirmation
transactions for which the customer actually obtains proof or evidence of
mailing.

b.

Please confirm that cerficate of mailing provides evidence of mailing.

c.

Please confirm that Delivery Confirmation provides evidence of mailing. If
you do not confirm, please explain.

RESPONSE:

a.

This percentage is not available. See my response to DFC/USPS-T391(a).

b.

See my response to DFC/USPS-T39-l(b).

c.

See my response to DFC/lJSPS-T39-1(a).
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HAY0
TO INTERROGATORIESOF KEYSPAN ENERGY (KEIIISPST39-14)
KENSPST39-1. On page 27 of your preparedtestimony you indicate that the

seventh criterion for establishing postal rate and fee levels is to offer simple and
identifiable relationships.
(a) Please confirm that your proposed unit fee for pre-approved prebamded,
automationcmpatible QBRM letters received in bulk is 3 cents. If you cannot
confirm, please explain.
(b) Please confirm that your proposed unit fee for nonstandard, bulky, nonuniform and non-machineable BRM, weighing over two ounces and received
in bulk, is 1 cent. If you cannot confirm, please explain.

-

(c) Please confirm that at your proposed fees, the minimum quantity required to
make the QBRM 3csnt fee attractive to bulk mail recipients is 113,000 per
year. See page 28 of your prepared testimony. If you cannot confirm, please
explain.
(d) Please confirm that at current fees, the minimum quantity required to make
the non-letter BRM l-cent fee attractive to bulk mail recipients is 102,857
pieces per year. See Docket No. MC99-1, USPS-T-4, p. 17. If you cannot
confirm, please explain.

(e) Please confirm that at your proposed fees, the minimum quantity required to
make the non-letter BRM lcent fee attractive to bulk mail recipients will be
80,000 pieces per year. (.lox V = .01 x 600 x 12; V = 80,000). If you cannot
Confirm, please explain.
(fJ (Pleaseconfirm that in Docket No. MC99-2, USPS witness Schenk (USPS-T3, p. 14) found that Postal Service personnel could weigh and count an
average of 7,365.7 non-letter size BRM pieces per hour. If you cannot

confinn, please explain.
(9) Please consider two situations wherein the Postal Service must count BRM

pieces for rating purposes. In situation A, there are 10,000 clean, barcoded,
machineable letters. In situation B there are 10,000 non-uniform, bulky small
parcels In your vie#. would it be less expensive for rating purposes to count
the pieces in situation A or situation B? Please explain your answer.
(h) Please explain why you believe that the Postal Service's proposed 3-cent fee
for QBRM letters and a lcent fee for BRM small parcels are both consistent
with criterion 7?
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INlERROGATORlES OF KEYSPAN ENERGY (KWSPS-l39-14)
KENSPS-l39-1 (CONTINUED)
RESPONSE:

(a) confirmed.
(b) Confirmed.
(c) Confirmed, compared to the proposed &cent fee.

-

(d) Confirmed, assuming you were referringto Docket No. MC99-2.
(e) Confirmed with respect only to the breakeven quantity of 80,000 pieces
annually, compared to the proposed 10-cent fee. I cannot confirm the
equation provided.

(9 Redirectedto witness Campbell.
(9) According to the cost informationI E

fedfromwitness Campbell, it would

appear to be less expensive for rating purposes to count the pieces in
situation B. if weight averaging were used.
(h) Both the proposed onecent non-ktter size and the threecent QBRM letter
proposed fees are simple in maintaining whole-cent rounding constraints.
Further, the proposed one-cent non-letter size fee is the same as the
current fee, which should make it extremely simple and easy to fa"nber.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS NUYO
TO INTERROGATORIES OF KEYSPAN ENERGY (KEIUSPST39-16)
KEILISPST39-2. On page 25 of your prepared testimony you state that the
QBRM unit cwt is 2.05 cents and the BRM non-letter unit cost is .58 cents.

(a) Did you perform any independent evaluation of these cost figures provided to
you by other Postal witnesses, or dd you just simply accept them as they
were given to YOU'?
(b) Were you at all concerned that, based on the Postal Service cost f~ures,the
cost of counting clean, machineable QBRM reply mail letters received in bulk
is more than 3 'x times the cost of counting bulky, non-uniform small parcels?
Please explain your answer.

-

RESPONSE:

(a) I accepted the cost figures provided by witness Campbell.
(b) I was not concerned that the QBRM letters were more costly than the nonletters since each one employs a different method for rating purposes.

5569

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIESOF KEYSPAN ENERGY (KVUSPS-T3946)
KEIUSPS-T39-3. On page 26 of your testimony you explain your derivation of
the QBRM quarterly fee. You state, ?he QBRM quarterly fee cost of $237.93
was increased $45". Your footnote to the $237.93 quarterly fee cost reads, 'Cost
from USPS-T-29. page 16 plus contingency".

(a) Where, precisely on page 16 of USPS-T-29. is that $237.93 fgure found,
either with or without the contingency?
(b) Did you mean to cite %e QBRM quarterly fee cost of $237.93' to USPS-T-29.
page 15, line 201
(c) If youranswer to part (b) is yes, doesn't USPS witness Campbell derive a
'Lofume weighted fixed cust per high-volume QBRM account...of $232.13 per
month" so that the cost is per month rather than per quarteR
(d) How did you take USPS witness Campbell's monthly cast of $232.13 to
formulate your proposed quarterly cost of $850?
(e) Please explain why you increased the QBRM quartetly fee cost by $45.
(f) Please provide the date on which you finalized your proposed $850 quarterly
fee for high volume QBRM.

(g) Did you perform any independent evaluation of the $232.13 monthly cost
figure provided to you by USPS witness Campbell. or just simply accept it as
it was given to you?

RESPONSE:
(a) An erratum was filed on January 28,2000 which corrected the page cite
from USPS-T-29, page 16 to page 15.
(b!

See my response@ @) above.

.

(c) Yes. Also, please see an erratum filed February 18,2000 that defines the
QBRM quarterly fee cost as a monthly cost for the quarterly fee.
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KUUSPS-T393 (CONTINUED)
RESPONSE

(d) Iadded a 2.5 percent contingency to the monthly cost and followed the
procedure outlined in my testimony on page 26, lines 2-3.as revised
February 18,2000.
(e)

Forty-five dollars was the monthly markup i applied to arrive at the proposed
quamrfy fee, based on the application of the statutory pricing criteria.

(9 The Postal Service Board of Governon approved the filing of Docket No.
R2000-1 on January 10,2000, and my proposed fees were finalized then.
(9) Iaccepted the cost figures provided by witness Campbell.

-
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KENSPS-T396. On page 28 of your prepared testimony you indicate that at
your proposed fees, We volume at which it will pay to switch to the two-part
(QBRM high-volume) fee structure is...113.000 pieces pet year.'

(a) Did you perform any studies or analyses to detenninethat such a volume
would in fact result in cost savings to the Postal Service. If yes, please
provide copies of all such documents?
(b) Other than your proposed fees for QBRM letters in this proceeding, are there
any other factors that you considered in determining the 113,000 annual
minimum volume figure to "qualify" for the QBRM huh volume program?
Please explain your answer.

-

(c) Please provide the date on which you realized that the break-even volume
would be 113,000 pieces per year.

RESPONSE:

(a) No.

(b) No. There is no minimum volume to 'qualify" for the QBRM letter fee
otiliiing the quarterly fee. Please see your wording in KEAJSPS-T39-l(c).
(c) The breakeven volume was determined using the proposed fees, which
were finalized when the Postal Service Board of Governors approved the
filing of Docket No. R2000-I on January 10.2000.
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KWUSPS-T39-6.

Please refer to USPS-T-39. WP-5.

(a) Please explain why you believe (as noted in footnote 2) that one-third of the
46161 million QBRM letters expeded in the test year will qualify for the
USPS proposed reduced 3cent fee. As part of your answer, please provide
any studies,analyses, or other documents you reviewed in formulating your
response.
(b) Please confirm that you estimate that 4 nonletter-size BRM recipients will
qualify for the reduced l e n t fee. and will pay the fixed monthly charges for
the test year? If you cannot confirm, then please state what is the correct
number of recipients who will take advantage of the nonletter-size BRM
r e d u M per piece fee (with fixed monthly charge)?
(c) What is the basis for your assumption (stated in footnote 5) that the average

volume of letters received by hQhvolume QBRM recipients will be equal to
the minimum breakeven quantity of 113,000 pieces per year?
(d) Please confirm that you estimate that 1.358 QBRM recipients will qualify for
the reduced l e n t fee and will pay the fixed quarterly charges for the test
year? If you cannot confirm, then what is the wrrecl number of recipients
you expect will take advantage of the QBRM per piece fee of 3 cents (with
fixed quarterly charge)?
(e) Have you performed any marketing studies to test, justify, or support your
) number of hsh volume QBRM recipients that will
estimates regarding (Ithe
take advantage of the proposed QBRM per piece fee of 3 cents (with futed
quarterly charge), or (2) the average volume of letters received by high
volume QBRM recipients who do take advantage of this proposal. Ifsuch
studies were performed, please supply those documents. If such studies
were not conducted, please explain why not?

(9

Suppose your estimate of 1,358 QBRM (high volume) recipients is high by
wide margin and that the real tigure is closer to, say 50. Would this change
the costing and pricing of your proposal in any way’? Please explain.

(9) What was the v o l u v ger year for each of the top 100 QBRM recipients for
PI 98 or the latest year for which such information is available? If the
requested information is not available in the form requested, please provide
the total QBRM revenue, or similar data, fur each of the tap 100 QBRM
recipients for FY 98 or the latest year for which such information is available.
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KE/USPS-T394 (CONTINUED)
RESPONSE:

I used an estimate based on the Prepaid Reply Mail migration estimate I
used in Docket No. R97-1.
Confirmed.

-

Footnote 5 provides the calculations for estimating the proposed number of
quarterly fee accounts. In the absence of market research or studies, I
believe this was the best method to arrive at an estimate.
Ican only confirm that I estimate 1,358 QBRM mailerr would find it

advantageous to pay the quarterly fee and 8

fee (as opposed to a 1-

Cent fee).

No. The Postal Service did not deem any marketing study for this issue
necessary.

A response to this interrogatory involves pure speculation. If my proposal is
recommended and approved, and the actual number of QBRM high volume
mailers taking advantage of the quarterly fee option is 50, the costing could

possibly change and therefore the pricing could possibly change. I cannot
provide a definitive answer of whether costing and pricing changes are
c c

certain given a hypotheticalvolume of 50.
(g) I am unable to provide the requested information since tl??Postal Service
does not track all QBRM mailers in any centralized data system.
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KE/USPS-T39-7 Please refer to your answer to interrogatory KE/USPS-T39-1 (e)
where you discuss the 'breakeven" volume for nonletter-sire BRM received in high
volumes.
(a) Please confirm that the correct equation to compute the "breakeven' volume for
nonletter-size BRM under your proposal of 80,000 pieces per year is as follows:
.10 XV = .OlV + 600 x 12 where V = "Breakeven" Volume

(b) Please confirm that the average volume received per nonletter-size BRM acwunt in
FY 1998 was 1.262 million pieces. See LR-T-39, WP-5, which shows a total of 5.409
million pieces received by four recipients. If you cannot confirm, please explain why
not.

(c) Please confirm that the average number of pieces received per recipient was more
than 12 times the "breakeven" volume in effect in 1998 and more than 15 times the
proposed "breakeven" volume. If you cannot confirm, please explain why not.
(d) Did you consider this relationship between pieces actually received by BRM
recipients versus the theoretical "breakeven' volume when you projected the
average number of pieces received per recipient for QBRM received in high
volumes, as shown in LR-T-39, W - 5 7 If you did consider that relationship, please
explain how you gave that effect to such mnsiderations and what impact, if any,
they had on your calculations. If you did not consider that relationship, please
explain why not?
RESPONSE

a. Confirmed.
b. Confirmed that the average volume per account in PI 1998 was 1.262 million
pieces. The total volume of 5.409 in your interrogatory should be 5.049.

c. Confirmed.
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KE/USPS-T39-7 (CONTINUED)

RESPONSE:

d. No. Since the non-letter size BRM was not permanently implemented as this
omnibus case was being prepared, I did not correlate the breakevenvolume for nonletter size BRM with the proposed quarterly fee QBRM volume.
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KUUSPS-T39-8 Please refer to your answer to Interrogatory KE/USPS-T39-1 (a). In
that response you rely on USPS witness Campbell's cost study to conclude that it is less
expensive to count 10,000non-uniform, bulky small parcels than it is to count 10,000
clean, barcoded machinable letters.

(a) Please confirm that 10,000clean, barcoded machinableletters will take up more
sacks (or trays) than 10,000 non-uniform, bulky small parcels. thereby requiring
more sacks (or trays) to weigh and more time for postal sewice to derive an
estimated quantity. If you cannot confirm, please draw upon your expertise to
explain your answer.
(b) Please confirm that 10,000 clean, barcoded machinable letters will require more
sampling time to derive a weight-to-quantity conversion factor than the sampling
time required for 10.000 non-uniform, bulky small parcels, thereby
requiring more time to derive an estimate of the quantity. If you cannot confirm,
please draw upon your expertise to explain your answer.
(c) If you cannot confirm either situation in parts (a) and (b). how does charging a 3cent BRM fee for the letters, which is three times the BRM fee for the small parcels.
consistent with criterion 7 of the Act? (Criterion 7 of the Act calls for simple,
identifiable relationships between the rates or fees charged.) Please explain your
answer.
(d) Please confirm that it is less costly to hand count 10.000 dean, barcoded
machinable letters to obtain an estimated count than it is to weigh 10,000clean,
barcoded machinable letters to obtain an estimated count. If you cannot confirm,
please draw upon your expertise to explain your answer.
(e) Please confirm that it is more costly to hand count 10,000 nonuniform, bulky small
parcels to obtain an estimated count than it is to weigh 10,000 nonuniform. bulky
small parcels to obtain an estimated count. If you cannot confirm. please draw upon
your expertise to explain your answer.

5577

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF KEYSPAN ENERGY (KEIUSPS-T39-7-12)

KE/USPS-T39-8 (CONTINUED)
RESPONSE:

a. Redirectedto witness Campbell.
b. Redirectedto witness Campbell.
c. The proposed threecent fee is simple and onehalf of the proposed QBRM without
the quarterly fee piece fee of six cents, which provides for an identifiable relationship
between the two fees. Additionally, the proposed postage discount for QBRM with
..-

the quarterly fee is three cents which is identicalto the proposed fee. This
demonstrates another identifiable relationship, specifically between the proposed fee
and the proposed discount.
d. Redirected to witness Campbell.
e. Redirected to witness Campbell.
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KE/USPS-T39-9 Please refer to your answer to Interrogatory KE/USPS-T39-1 (h). In
your response you propose BRM fees that are subject to a whole cent rounding
constraint.
(a) Do you agree that high volume QBRM recipients and high volume nonletter-size
BRM recipients are sophisticated mailers who can understand more complex postal
procedures and a fractional fee? If you do not agree, please explain why no17
(b) Why do you propose fees that are subject to a wholecent rounding constraint for

high volume QBRM recipients and high volume nonletter-size BRM recipients?

RESPONSE:

a. Although Iwould never wish to imply that high volume QBRM recipients and high
volume non-letter size BRM recipients are not sophisticated mailers. the fact
remains that these recipients are paying postage with wholecent constraints when
receiving BRM. With respect to BRM, I have nothing to base any speculation on
with respect to BRM recipients using fractionalfees or fractional postage.
b. Consistent with the rest of the special service (including BRM) fees. both current and

proposed, all fees are minimally in whole-cent constraints.
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KENSPS-139-10 Please refer to your answer to Interrogatory KEIUSPST39-2 (b)
where you state that you are not concerned that QBRM letters are more costly to count
than nonletter-size BRM "since each one employs a different method for rating
purposes.'
(a) Please define "rating" as you have used that term.

(b) Please describe the differences in the rating methods employed for QBRM and for
nonletter-sizeBRM.
(c) Please explain how the method of rating is relevant to the cost of counting.
(d) Does the postal service count and rate BRM using the most efficient manner
possible? Please support your answer.
,---

(e) Why does the apparently higher cost of counting dean, barcoded machinable
letters, as compared to nonuniform, bulky small parcels, not concern you even if
different methods are employed for rating purposes?

(f) Are you aware that USPS witness Campbell did not attempt to study possible
differences in the methods used to count QBRM received in high volumes and
QBRM received in low volumes? See witness Campbell's response to Interrogatory
KE/USPS-T29-2 (f) and KUUSPS-T29-1 I.
(9) Does USPS witness Campbell's failure to study the possibledifferences in methods
used to count QBRM received in high volumes and QBRM received in low volumes

concern you? Please explain fully the reasons why it does or does not concem you.

(h) In your opinion, why is it appropriate to propose different per piece fees for QBRM
letters depending upon whether they are received in high or low volumes, without
knowing whether or not there are different methods for counting these pieces?

(i) In your opinion, is volume the primary factor in determiningthe method of counting
BRM?
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KE/USPS-T39-10 (CONTINUED)
RESPONSE:

a. I have used the term "rating" to broadly describe the process that results in postage
determination based on !he counts.
b. In my response to KE/USPS-T39-2(b) I was refemng to different counting methods
for rating purposes, as opposed to different rating methods for rating purposes.
c. Please see my response to KE/USPS-T39-IO(b).
d. It is not clear from the question which type of BRM you are referring to; however, I
L

believe the Postal Service generally strives to use the mst efficient methods
possible in all operations, balancing competing considerations.
e. As a pricing witness, I am concerned with the actual cost estimates, not necessarily

the costing methodology. I price the special services based on actual cost estimates
and other factors. Please see my response to KE/USPS-T3%2(a).
f. Yes, based on his interrogatory responses.

g. No. Please see my response to KE/USPS-T39-2(a).

h. I proposed different per piece fees based on the costs, among other factors. Please
see my testimony at pages 2520.
i. Redirected to witness Campbell.
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KEIUSPS-T39-11. Please refer to your answer to Interrogatory KEIUSPS-T39-3
(0where YOU state that vour ~ r o ~ o s $850
e d auarterlv fee for hiah volume QBRM
was finaliied when the Board of'Govemors approveh the filing Tor Docket No.
R2000-1.

Please confin that three items, namely (I)
the quarterly fee, (2) the associated per
piece fee. and (3) the alternative per piece fee, all determine the "breakeven"
volume necessary to make the proposed new QBRM category attractive to
perspective recipients who receive high volumes. If you cannot confirm. please
explain.
(b) Please confirm that when USPS witness Campbell performed his cost analyses for
QBRM received in high volumes and for QBRM received in low volumes (see USPS
.
LR-1-162. Schedule 8, pages 2 and 3), he did not have, at that time, the benefit of
knowing what your proposed quarterly fee would be for OBRM received In high
volumes. If you cannot confirm. please explain.
c

(c) Please confirm that when USPS witness Campbell performed his cost analyses for
QBRM received in high volumes and for OBRM received in low volumes (see USPS
LR-1-162. Schedule B, pages 2 and 3), he did not have, at that time, the benefit of
knowing what your proposed per piece fee would be for OBRM received in high
volumes. If you cannot confirm. please explain.
(d) Please confirm that when USPS witness Campbell performed his cost analyses for
QBRM received in high volumes and for QBRM received in low volumes (see USPS
LR-1-162, Schedule 81 pages 2 and 3). he did not have, at that time, the benefd of
knowing what your proposed per piece fee would be for QBRM received in low
volumes. If you cannot confirm, please explain.
(f) Please confirm that when USPS witness Campbell performed his cost analyses for
OBRM received in high volumes and for QBRM received in low volumes (see USPS

LR-1-162, Schedule B, pages 2 and 3). he did not have, at that time, the benefit of
knowing what the proposed "breakeven" volume for QBRM received in high
volumes was going to be. If you cannot confirm. please explain.
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K€/USPS-T39-11 CONTINUED
RESPONSE:

a. Confirmed.
,

be. Redirected to witness Campbell.
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KEIUSPS-139.12. Please refer to your answer to InterrogatoryKE/USPS-T3@-6
(c>(9. In your responses you discuss the derivation of the number of QBRM recipients
likely to take advantage of the newly proposed QBRM rate category and the possible
cost implications related thereto.
(a) Please confirm that the method you employ is, in your opinion, the best
possible method for ascertaining the number of QBRM recipients likely to take
advantage of the newly proposed QBRM fee category and the possible cost
implications related thereto. If you cannot confirm. please explain why not.
(b) Please confirm that the method you employ provides the absolute maximum
possible number of high volume QBRM recipients that would take advantage of the
newly proposed QBRM fee category? If you cannot confirm. please explain.
(c) In view of the marketing study performed by the Postal Service in MC99-2 to
estimate the number of nonlettler-size BRM recipients likely to take advantage of
the new rate category proposed for recipients of high volumes, why did the Postal
Service determine that no similar marketing study was necessary for purposes of
estimatingthe number of QBRM letter recipients likely to take advantage of the new
rate category proposed for recipients of high volumes in the R2000-1 proceeding?
Please provide copies of all documents that discuss the need for developing
estimates of the number of QBRM letter recipients likely to take advantage of the
new fee category proposed for recipients of high volumes in the R2000-1
proceeding.
(d) Please explain and illustrate with a numerical example how, in your words "the
costing could possibly change and therefore the pricing could possibly change,"
depending on the actual number of high volume QBRM recipientswho take
advantage of the newly proposed rate category. For purposes of the example used
in your response to this part, please assume that only 50. rather than 1358, high
volume QBRM recipients take advantage of the newly proposed rate category.
(e) Part (a) of the referencedKeySpan interrogatoryasked you to provide copies

of certain documents relating to your estimate of the number of QBRM pieces that

will qualify for the 3cent high volume per piece fee In the test year. Your response
indicates that you 'used an estimate based on the Prepaid Reply Mail migration
estimate [you] used in Docket No. R97-1."Please provide copies of the documents
that show the derivation of the migrationestimate you used in Docket No. RQ7-1
and the derivation of the estimate you used in this proceeding.
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K€/USPS-T39-12 (CONTINUED)

(9 Your response to part (9) of Interrogatory KE/USPS-T39-6 indicates that "the
Postal Service does not track all QBRM mailers in any centralized data system.
Please state what Postal Service "data systems.' including databases, or
informationsystems of any kind or description, contain information about QBRM
mailers (whether such data system is centralized or decentralized and whether the
data system contains information regarding all QBRM mailers or only a portion of
the QBRM mailer universe) and indicate for each such data system the type of
QBRM recipient information contained and the approximate percentage of all QBRM
recipients whose information is contained in such data system.
(9) What data system was used to gather information that you used to determine
how many QBRM reply mail pieces were received in the Base Yea0

RESPONSE:

a. Confirmed that this was the best method I had for purposes of ascertaining a number
for my workpapers.
b. Confirmed.
c. The Postal Service assumed the one-third/two-thirds split from Docket No. R97-1

was a reasonable estimateto use in this case and no marketingstudy was
necessary. Specifically, the assumption is that two-thirds of the QBRM volume
would remain in non-quarterly fee QBRM and one-third of the QBRM volume would
move to QBRM with the quarterly fee. Similarly, the assumption in Docket No. R971was that two-thirds of BRMAS volume would shift to Prepaid Reply Mail and one-

third of the BRMAS volume would remain.
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RESPONSE:

d. Again, this would involve pure speculation and Icannot answer given a hypothetical
volume. Acmrding to the data system referenced in (f) below, at least 488 BRM
mailers have reported annual volumes for one ounce pieces exceeding the
breakeven volume that would make the proposed QBRM with the quarterly fee
attractive. Therefore, even hypothetiilly. I would venture to say a volume of 50 is
unrealistic.
e. Please see witness Fronk's Docket No. R97-1 workpaper (attached) which was used

for both Dockets No. R97-1 and R2000-I.
f. I am aware of one database that tracks BRM mailen. This database is the
Corporate Business Customer InformationSystem (CBClS). CBClS is a mtralied
system and contains informationfor the majority of the QBRM mailer universe. The
type of recipient information includes customer name, account number. the postal

facility, the area, the district, volume, and revenue.
g. I used the Revenue, Pieces and Weight system to get the base year volume.
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(OCA/USPS-T39-1-2)

OCA/USPS-T39-1. Please refer to your testimony. pages 15 and 16. in which you
utilize a test year cost for Bulk Parcel Return Service of $1.13 per piece derived from
the cost determined by USPS witness Eggleston in USPS-T-26, plus contingency.

.-

Please confirm that your reference on page 15, footnote 5, to pages 41-44 of
USPS-T-26 should be to pages 3040. If not, please explain.
Please provide your calculations for adjusting witness Eggleston's test year
BPRS cost of $1.105 at USPS-T-26. page 40, to arrive at the $1.13 test year
BPRS cost to which you apply a cost coverage. Please provide all supporting
documentation.
Please indicate your basis for the contingency amount you applied to witness
Eggleston's BPRS cost.
Please explain your basis for selecting a nickel rounding constraint rather than,
for instance, a penny rounding constraint.
If witness Eggleston revised the total BPRS test year volume variable unit cost
shown on USPS-T-26, page 40, either up or down, would you adjust your BPRS
rate recommendation accordingly, by recalculating the BPRS cost using witness
Eggleston's revised test year cost (to which you apply the contingency and add
the cost coverage)? If not, please explain.

RESPONSE:

a. Confirmed only that the footnote reference should be to page 40. Errata will be filed
later.
b. I multiplied witness Eggleston's cost per piece of $1.lo5 by 1.025 (the contingency

of 2.5 percent). The calculation is in the after rates cost per piece column (Column
2) of my WIP 32 of LR-1-168 on page 1 of 7.

c. The basis for the 2.5 percent contingency used as the standard contingency in this
rate case can be found in witness Tayman's testimony (USPS-T-9, pp. 4346).
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OCA/USPS-T39-1. CONTINUED

d. I used a nickel rounding constraint versus a penny rounding constraint for purposes
of fee simplification. The current fee was designed using a nickel rounding
constraint and I felt that was a reasonable constraint to use in my fee proposal.

e. I might propose a different fee for BPRS if Iwere to receive a revised cost from
witness Eggleston that was significantly different from the one she provided. I might
not propose a different fee if a revised cost from witness Eggleston resulted in a
cost coverage close to the target.

5589

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIESOF OFFICE OF THE CONSUMER ADVOCATE
(OCA/USPS-T39-1-2)
OCA/USPS-T39-2. On page 17 of your testimony, you state that "the major
consideration in developing the proposed BPRS per piece fee was maintaining a cost
coverage close to the systemwide average." With a cost of $1.13 per piece and a
proposed rate of $1.65 your proposed cost coverage is 146 percent.

(a)
(b)

What systemwide average cost coverage did you assume when you prepared
your testimony?
If the systemwide average cost coverage were altered significantly in this
proceeding, would your recommendation be altered to conform to the new
systemwide average, as adjusted by the nickel rounding constraint?

RESPONSE:

a. As the systemwide cost coverage was not finalized when I developed this proposed

..

fee, I reviewed past omnibus case systemwide average cost coverages. while
keeping in mind the recommend cost coverage from the establishment of the BPRS
service.
b. I would probably revise my proposed fee if the systemwide average cost coverage
were altered significantly.
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OCA/USPS-T394. Please refer to your testimony at page 60.
a.
Please explain the reason for the large increase in costs for insurance which
caused you to propose a 59% increase in the rate for Unnumbered Insurance up
to $50.
b.
As a ratelfee design witness, did this large increase disturb/alarm you? Please
explain.
c.
Did this large increase cause you to investigate further? Why or why not?

RESPONSE:

a. Redirected to witness Davis.
b. Iwas actually not shocked by the cost increase. . xspected that the costs were
low in the last rate case. Although it is not desirable to propose a fee increase of
this magnitude, it was necessary to cover the costs for this service that had been
under-reported in the past.
c. Idiscussed the cost increase with witness Davis, was not surprised by the cost
increase, and did not feel any further investigation was necessary.

o
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIESOF THE OFFICE OF THE CONSUMER ADVOCATE
(OCNUSPS-T39-3-16)

OCA/USPS-T39-5. In prior dockets, a workpaper detailing indemnity costs Was filed
and used to aid in the setting of fees for insurance.

a.
b.

Did you use such a dowment? If not, why not?.
Please provide an indemnity analysis.

RESPONSE:

a. Yes.
b. Please see the attached indemnity analysis.
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCAIUSPS-T39-34 6)

OCAIUSPS-139-6. Please explain in detail what caused you to propose an increase in
the incremental fee of 95 cents.

RESPONSE:

Please see my testimony at pages 63-64that discusses both the fee design and pricing
criteria for insurance. Additionally, the increase in the fee for the incremental value level
worked in conjunction with the increase in the base price to provide a reasonable cost
coverage for this service.
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCNUSPS-T39-3-16)

OCNUSPS-T39-7. Please refer to your testimony at page 40.
a.
Was your statement that "This reflects the change to electronic signature Capture
meant to explain your proposed 50%
for accountable mail services
Increase for certified mail?
b.
If so, do you think that customers will consider the electronic signature an
'enhancement" of certified mail service? Please explain.
Do you thlnk that ilis possible/probable that customers would prefer a service
c.
that was 50% less expensive to a service with an electronic signature? Please
explain.

. . . .'

RESPONSE:

a. No. This sentence explains the proposed classification change to the DMCS
references for retaining delivery records, and not the proposed fee change for
certified mail.
b-c. Not applicable. See my response to part (a).
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCAIUSPS-T39-3-16)

OCAIUSPS-T39-8. Please refer to your testimony at page 40. There you state ?he
Postal Service will be scanning signatures for a certified database, rather than storing
hard copy signatures at each office of delivery.' The implication seems to be that the
Postal Service is instituting e!ectmnic signature scanning for its convenience not the
customers. Your testimony at page 43 states: 'There Is no question that a fee increase
of this magnitude will have an adverse impact on users (Criterion 4): Please explain
why customers should suffer .an adverse impact" from the proposed 50% fee increase
for the convenience of the Postal Service.

RESPONSE:
Please see my response to 7(a). The electronic signature capture process, along with
the proposed classification change with respect to the retention of delivery records,
have very little to do with my proposed fee for certified mail.
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCNUSPS-T39-3-16)

OCNUSPS-T39-11. Please explain why the Postal Service believes that it needs to
spend this amount to advertise money orders when it is generally widely known that the
Postal Service provides this service.

RESPONSE:

I don't believe that it is generally widely known that the Postal Service sells money

orders. With the increasing popularity of purchasing goods over the Internet, there is a
new customer base for money orders, and this customer base may not be aware of the
.-

Postal Service's offering. Please see my testimony at page 78.

5598

REVISED APRIL 18,2000
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
OCNUSPS-139-12. Did the Postal Service conduct any research or survey of
competitors in the money order business or of alternatives to the use of postal
money orders? If so, provide all documents relating to such research or studies;
if not, explain why not.

RESPONSE:
Partial objection filed. My understanding is the Postal Service has
conducted such research.

I am informed that, in 1998, the Postal Service obtained the following
pricing information for money orders provided by competitors.
Flat fees or percentage fees based on the face value dollar amount are
typically charged on money orders. Money order prices range from as high as
$10 to free. Some money order providers charge either a nominal fee or provide

money orders for free, as a loss leader used to drive customer traffic for higher
margin products and services.
Travelers Express Co.: Price competitive. Some agents charge nothing,
most charge between $0.30 and $1.00. Maximum face value is $500. Cost for
inquiry regarding a lost or stolen money order (trace) ($8.00) is high relative to
the cornpetition.
Integrated Payment Systems Inc. (Western Union):

Money orders are

priced competitively. Priced between $0 and $0.90 (depending in part on the

-

face value of the money order this varies by retail agent)
Nations Bank: Nations Bank charges considerably more for money orders
than the competition.
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RESPONSE OF POSTAL SERVICE WTNESS MAY0 TO
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCAIUSPS-T39-3-16)

OCA/USPS=T39-13. Please explain why the Postal Sefvlce is proposing an increase in
the fee for money orders when many of its competitors provide a similar service for as
little as 28 cents.

RESPONSE:

The Postal Service is proposing increases to the fees for money orders for the reasons
described in my testimony at pages 77-79. Competitors offer money orders for various
fees, and it is my understanding that these fees are based on the dollar value of the
money order. I am not aware of any competitors that offer money orders valued up to

--

$700 for 28 cents.
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCNUSPS-139-3-16)

OCANSPS-139-14. Is the non-fee revenue provided by money order float, nonredeemed money orders and commission on international money orders revenue to the
Postal Service in the same sense that fee revenue is revenue to the Postal Service?
Please explain in detail.

RESPONSE:

Non-fee money order revenue is not revenue to the Postal Service in the same sense
as fee revenue. See my response to OCA/USPS-T39-15.
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCNUSPS-T39-3-16)

OCNUSPS-139-15. At page 78 of your testimony you state that: 'It is important to
remember that the money order revenue used to calculate the cost coverage also
includes non-fee revenue: Please explain why this is important.

RESPONSE:

Please see page 73, lines 7 to 9, and footnote 37, of my testimony. Using non-fee
revenue in the calculation of the cost coverage does not provide for a pure cost
coverage in that more than just the revenue from the fees were used in the calculation.
In that sense, for purposes of fee design it is important to examine the cost coverage
without the non-fee revenue, since the fee revenue is directly tied to the volume of
money orders and the non-fee revenue can vary significantly from year to year
depending upon financial market behaviors.
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCA/USPS-T39-3-16)

OCA/USPS-T39-16. Please explain whether it is postal employees or rnilitary/dvilian
personnel who sell and redeem money orders at APO and FPO facilities.

RESPONSE:

I have been informed that military personnel sell and redeem money orders at APO and
FPO facilities.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCNUSPS-13B-17-24)

OCARISPS-1-39-17. Please refer to your answer to OCNUSPST-3D-5. Please
explain in detail how you used the indemnity analysis in setting the fees for insurance.

RESPONSE
Iused the indemnity analysis directly and indirectly. Directly, Ireviewed the percentage

of claims per value level to see if there were any discrepancies that would be cause to
consider more than one incremental fee per value level. Indirectly, Ireviewed the costs

_-

from the indemnity analysis to verify that these costs were included in the total volume

variable costs. Criterion 3 was used when designing the proposed insurance fees.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCAIUSPS-T39-17-24)

OCNUSPS-T-39-18. Please refer to your answer to OCNUSPS-T-39-6 where you
were asked to j u s t i an incremental fee of 95 cents per additional $100 of insurance.
As a result of Docket No. MC96-3, Special Services, the indemnity limit for
insurance was increased from $600 to $5,000. This was amply supported by market
surveys and participants' testimony. However, the incremental fee was not.
The $90 incremental fee for each $100 value level was chosen
because it merely extends the current incremental insured mail fee
of $.90 per $100 in value recommended by the commission in
Docket No. R94-1. No indemnity analyses were performed to
arrive at this fee. No other fees were considered. . . .
Tr. 4/1107, witness Needham's response to interrogatory OCNUSPS-T8-30.
The principal interest of the participants (including the OCA) was that the Postal
Service be required to collect data to support future adjustments in the incremental fee.
PRC Op. MC96-3 at 119. The Commission agreed that the lack of support for the
incremental fee was a concern but that the $.90 fee would be appropriate for purposes
of the MC96-3 decision. The Commission recommended that the Postal Service
attempt to accurately determine all cost changes that were related to the change in
indemnity limits. PRC Op. MC96-3 at 122.
a.
b.
c.

Has the Postal Service studied the costs as they relate to the incremental fee as
instructed by the Commission? If so, provide the studies and describe how the
studies were utilized in this case. If not, explain in detail why not.
If not, please explain exactly what the cost basis is for the incremental fee.
You state that "the increase in the fee for the incremental value level worked in
conjunction with the increase in the base price to provide a reasonable cost
coverage for this service." Please reconcile the resulting high cost coverage of
this element of the insurance fee with your response to OCANSPS-T-394b.
referring to the magnitude of fee increase needed to have the unnumbered fee
cover costs.
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RESPONSE OF UNITED STATES POSTAL SERVICE WTNESS MAY0
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCAIUSPS-T39-17-24)

OCAIUSPS-T-39-18.
RESPONSE:
a. Redirected to witness Davis.
b. The incremental fee was designed to help cover the total volume variable costs for
insurance. Because of the variations in the average indemnity per transaction
across value increments, I could not use this indemnity cost analysis as the sole
basis for the proposed incremental fee.

c. I do not have costs for each incremental value level and, therefore cannot calculate
a cost coverage for this element. I do not believe the proposed overall cost
coverage for insurance of 138 percent, that includes the incremental fee, is high,
especially when compared to the Commission recommended cost coverages of 145
percent in Docket No. R97-1 and 148 percent in Docket No. MC96-3. Additionally,
the proposed overall cost coverage for insurance is low when taking into
consideration the proposed systemwide cost coverage in this proceeding.
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RESPONSE OF UNITED STATES POSTAL SERVICE WlTNESS MAY0
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCAnrSPs.nQ-17-24)

OCAILISPS-1-39-19. Does the indemnity analysis provided in response to OCANSPST-39-5 contain the type and kind of informationthat was needed in Docket No. MC96-3
but was lacking? Please explain in detail.

RESPONSE:

I do not believe an indemnity analysis or other information was necessary for the
insurance proposal in Docket No. MC96-3. The proposed extension of the incremental
fee per value level was based upon the thencurrent incremental fee recommended by
the Commission in Docket No. RQ4-1. See Docket No. MC96-3, tr. 411i07. and PRC
Op.. MC96-3, at 122.

The indemnity analysis presented in response to OCANSPST-39-5 does present, for
the first time in a Commission proceeding, actual indemnity information for the $600.01
to up to $5,000.00 value levels.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCANSPS-T39-17-24)

OCARISPS-T-39-20. Please refer to OCAIUSPS-T-38-11.
Please explain why you do not believe that it is generally widely known that the
a.
Postal Service sells money orders.
Until the recent past (within the last 10 yean) has the Postal Service been the
b.
sole or main provjder of money order service? Please explain.
Does the Postal Sewice anticipate advertising money orders on the Internet?
c.
Would it be feasible for the Postal Service to offer money orders on the Internet?
d.
Please explain.

RESPONSE:

a. Based on my own personal experience I have encountered many people who do not
know the Postal Service sells money orders. In passing convenience stores and
check cashing facilities I usually see large signs in the windows advertising money
orders. I do not see these types of signs in the front windows of post offices.
b. The Postal Service first introduced money orders in the Civil War, and presumably
was the only provider of money orders at that time. The most recent Non-Bank
Financial Institution report shows that in 1996. the Postal Service's share of the
money order market was 27 percent, with Traveler's Express at 28 percent, and
American Express et 31 percent. (The remainder of the market is split among
several companies with percentages ranging from 1to 6 percent. see

www.ustreas.govfincen/mply.html.) Ido not have this type of information prior to
ten years ago.
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TO INTERROGATORJES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCANSPS-T39-17-24)

OCAIUSPS-149-21. Please refer to OCANSPS-T-39-13. There you state:
'Competiors offer money orders for various fees, and it is my understanding that these
fees are based on the dollar value of the money order.' Please explain in detail on
what you base your 'understanding".

RESPONSE:
1 base my understanding of competitors' money order fees on advertisements I see in

stores and information gained from calls I place periodically to a variety of
establishments selling money orders locally. I have found competiors charging prices

of from $0.50 to $6.00 for $700 in money orden.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCARISPS-T39-17-24)

OCARISPS-T-39-22. Please refer to OCNUSPS-T-39-13. There you state: ‘I am not
aware of any competitorsthat offer money orders valued up to $700 for 28 cents.”

a.

Are you aware of competitors who offer money orders for a single fee up to
$5007

b.
C.

d.

e.

Are you aware of competitors who offer money orders for a single fee of 28 cents
up to $5007
If your answer to b. is no, assume, hypothetically, that there are competitorswho
offer money orders for a single fee of 28 cents up to $500. Please confirm that
one could purchase two money orders with a value of $700 for 56 cents, 34
cents less than the fee you propose.
If your answer to b. Is no, assume, hypothetically, that there are competitors who
offer money orders for a single fee of 28 cents up to $500. Please confirm that
one could purchase three money orders with a value of $1500 for 84 cents.
Please confirm that under your proposal, three money orders with a total value of
$1500 would cost 82.70.

RESPONSE:

a. Yes.
b. No. But see my response to OCARISPS-T39-21.

c-d.Your math appears to be correct, assuming a customer was willing to spend the
time to purchase more than one money order for one payment.
e. Confirmed.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(bcA/usPs-l39-17-24)

OCANSPS-1-39-23. Please refer to OCANSPS-T-39-13. There you state that "The
Postal Service is proposing increases to the fees for money orders for the reasons
described in my testimony at pages 77-79." On those pages you describe the pricing
criteria of the Act. The discussion referred to is not responsive to the question asked in
this interrogatory.
Please explain why the Postal Service proposes to increase the fee for money
orders in the face of competition that charges less than your proposed fee. Include
your proposed ninth criterion (found at page 78 of your testimony) in this discussion and
explain how the Postal Service expects to capture a portion of this potentially large,
new Internet market.

RESPONSE:
c

Again, I refer you to my testimony at pages 77-79 that describes the reasons for the
proposed money order fees. I believe my discussion of the pricing criteria of the Act
does explain the proposed money order fees. I mentioned Criterion 5, stating that there
are many widely available alternatives to postal money orders. These alternatives do

not necessarily have to be money orders. (See the Docket No. R94-1 testimony of
witness Foster, USPS-T-11, at pages 63-84.) Also, the fees for the alternatives to
postal money orders vary widely, with some priced higher and s o m priced lower than
postal money orders. I believe that the proposed fees will not hurt the Postal Service's
ability to attract Internet users to postal money orders. Iknow of one company whose
money orders purchased over the Internet cost much more than the Postal Service's
money orders. See www.6id Pay.comlpricing.html.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCNUSPS-T39-17-24)

OCNUSPS-T-39-23 (CONTINUED).

The Postal Service faces competition from many companies that charge lower fees and
rates than we do. That does not necessarily mean that we propose rates and fees that
are lower than the competition, particularly when considering there are costs to be
covered. The Postal Service prices individual products and services. such as money
orders, using the nine pricing criteria of the Act.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCAIuSPS-t39-17-24)

OCALJSPS-1-39-24. Please refer to OCARISPS-T-39-13. There you state:
'Competitors offer money orders for various fees, and it is my understanding that these
fees are based on the dollar value of the money order.'
a.
Please provide a breakdown of the volume of money orders by dollar amounts of
face value in increments of $50 (Le., $0 50, $51 -100,$101 150. etc.) or
other similar increments for which data is available. Identify the period from
which the data is taken.
Please provide the average face value of money orders.
b.

-

-

RESPONSE

a. See attachment to this response.
b. The average face value for a domestic money order in 1999 was $120.05. The

average face value for all money orders (military, domestic end international)in
1999 was $130.05.
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Attachment to Response to ocNusPs-T-39-24(a)

Domutlc Money Order Sales
Vouchers Reportad 141-1998 through 930-1989

catoBow

50-$50.00
$50.01-$100.00
$100.01-$150.00
$160.01-$2W.00
$200.01-$250.00
$250.01-s3M1.00
$300.01-s350.00
$350.01-$400.00
$400.01-$450.00
5450.01-5500.00

$500 .Ol -3550.00
$550.01$600.00
S6W.Ol-S650.00
_ .
.
$650.01-$700.00

Numbor
105,169,767
43.652.880
17,160,153
11,699,017
6,937,355
6,773.431
4,305,222
4,557,184
2,728,728
4,661,961
1.879,979
2,137,739
1.303.620
6i361.971
219,409,607

Total Sdrr
S2.624.102S13
$3;354;331.331
$2,185,626,708
$2,120,925,336
$1,585,571.571
$1$1 1,029,245
$1,436,060,673
$1,742,005,740
$1,167,998,049
$2,203,996,434
$992,647,968
$1,250,111.376
$019.879.772
$4,431,582,051
$20.007.628,767
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CHAIRMAN GLEIMAN:

1

Is there any additional written

c

2

cross examination from anyone?

3

[No response.I

4

CHAIRMAN GLEIMAN:

5

written cross, then we'll proceed with oral cross

6

examination.

7

cross examine Witness Mayo, the Continuity Shippers

8

Association, KeySpan Energy; the Office of the Consumer

9

Advocate; and David E. Popkin.

11

Four parties have indicated that they want to

Is there any other party that wishes to cross

10

-

If there is not any additional

examine the witness?

12

[No response.I

13

CHAIRMAN GLEIMAN:

If not, then Continuity

14

Shippers?

I don't see anyone from Continuity Shippers in

15

the room.

On the off chance that they were confused because

16

of our changing schedule, we will reserve the rights of

17

Continuity Shippers to do oral cross, should they show up at

18

some point before the witness leaves the stand.
We'll move on to the next party that indicated

19

20

oral cross examination, KeySpan Energy, Mr. Hall.
MR. HALL:

21

Thank you, Chairman Gleiman.
CROSS EXAMINATION

22

BY MR. HALL:

23

24

Q

Good morning, Ms. Mayo.

25

A

Good morning.
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-

1

Q

My name is Mike Hall, and I'm representing KeySpan

2

Energy.

You may have heard of KeySpan Energy only recently,

3

but you've probably heard of the Brooklyn Union Gas Company,

4

which is one of its subsidiaries that has participated

5

actively in several Commission proceedings, and has

6

generally focused on the area of QBRM or BRM rate

I

relationships.

8

A

Right.

9

Q

I'd like you first to turn to your response to

10

6 ( g ) of the KeySpan interrogatory series.

And what I want to do is to sort of give myself

11

-

12

some edification, and also perhaps give the Commission some

13

idea of the difficulty and vicissitudes associated with

14

discovery and eliciting responses.
In Question 6 ( g ) , we asked you what was the volume

15
16

per year for each of the top 100 QBRM recipients for Fiscal

17

Year 1 9 9 8 or the latest year for which such information is

18

available?
If the requested information is not available in

19
20

the form requested, please provide the total QBRM revenue or

21

similar data for each of the top 100 QBRM recipients for

22

Fiscal Year 1 9 9 8 or the latest year for which such

23

information is available.
Now, I'd like you to read your response to that

24

25

question.
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1

Okay.

My response is, "I am unable to provide the

2

requested information since the Postal Service does not

3

track all QBRM mailers in any centralized data system.''

4

-

A

Q

Okay.

Now, I guess if we had sort of left it

5

there, we wouldn't have received the responses that we

6

subsequently got to the question we posed to you in KeySpan

7

T-39-12(f), I believe it is. And there, and, again, I will

8

read the question, "Your response to part 9 of interrogatory

9

KE/USPS-T-39-6 indicates that, quote, 'The Postal Service

10

does not track all QBRM mailers in any centralized data

11

system.' Please state what Postal Service 'data systems,'

12

including databases or information systems of any kind or

13

description contain information about QBRM mailers (whether

14

such data system is centralized or decentralized, and

15

whether the data system contains information regarding all

16

QBRM mailers or only a portion of the QBRM mailer universe),

17

and indicate for each such data system the type of QBRM

18

recipient information contained and the approximate

19

percentage of all QBRM recipients whose information is

20

contained in such data system."

Now, would you read your answer to that question,

21
22

23

please?

A

Yes. My answer is I am aware of one database that

24

tracks BRM mailers.

This database is the Corporate Business

25

Customer Information System, CBCIS.

CBCIS is a centralized
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1

system and contains information for the majority of the QBRM

2

mailer universe. The type of recipient information includes

3

customer name, account number, the Postal facility, the

4

area, the district, volume and revenue.

-

5

So, now, in that answer, you are telling u s about

6

a database that exists.

7

there wasn't any centralized database. What is it, what

a

about my second question elicited the response about the

9

existence of a database, whereas, my first question caused

10
11

-

Q

In the earlier answer, you said

you to answer that there was no such database?
Well, your first question asked for the top 100

A

12

QBRM recipients, and, as I answered in that interrogatory

13

response, we don't have a centralized database with the

14

information of all the QBRM mailers in one central location.

15

But I am aware of a database that does track many QBRM

16

mailers, and that was the CBCIS.

17

that is the top 100 QBRM mailers.

ia

Q

Okay.

But I can't tell you that

I guess the problem is, if I had just

19

stopped with 6 ( g ) , I never would have heard about CBCIS.

20

Whey didn't you offer up CBCIS in the interests of trying to

21

provide me with some type of information that I could use?

22
23

&PA

Well, it didn't provide you with the information

the question you asked, which was the top 100. I can't

24

say for sure that includes the top 100.

25

part of that universe of QBRM mailers, so my answer, I feel,

It includes only
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1

to 6 (g), was responsive.

I

2

Q

Okay. So then the lesson for me here is that I

3

need to be extremely legalistic and broad in the way I frame

4

my questions in order to capture all possible permutations?
MR. RUBIN:

Objection.

I don't see what the

witness' response will add to the record.
MR. HALL: Well, would you like me to respond?
8

CHAIRMAN GLEIMAN: You can if you wish.

9

M R . HALL:

I think what we are trying to get here

10

to is, and I will go back a little bit in history for you,

11

for years and years, whenever we have requested information

12

about business reply mail volumes, relationships, quantities

13

per account, et cetera, et cetera, et cetera, we have been

14

told that those systems that would capture that data simply

1s

do not exist. So, frankly, we didn't really expect to get

16

much when we asked the question in 6, because we were

17

uninformed about what databases the Postal Service now has.

L

18

CHAIRMAN GLEIMAN: I think I have heard enough.

I

19

think it would help the record for the witness to answer the

20

question that was asked, which was something to the effect,

21

as I recall, that I guess we have to ask questions in a

22

manner that are really, really broad and cover every

23

combination and permutation, and are legalistic, I think was

24

the term. If Mr. Hall wants to restate the question, but

2s

let the witness answer
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-

2

take your formulation.
CHAIRMAN GLEIMAN:

3
4

answer.

5

future records.

6

the record.

-

Could you please repeat the

question?
MR. HALL: Would the reporter please read the
Chairman's question?
CHAIRMAN GLEIMAN:

11

12

So, I think it would be good to get it on

THE WITNESS:

9
10

And I think it is a yes or a no

It might not help this record, but it might help

7

8

You have done an admirable job, I will

MR. HALL:

1

your version back.

I would prefer that he read

I was just trying to paraphrase.

13

[The reporter read the question as requested.]

14

THE WITNESS:

Well, I could only suggest that if

15

you wanted to know about the databases for QBRM that you

16

would ask what databases exist and then see if they contain

17

the type of information you want, because, to be honest with

18

you, I really did answer the question, that I can't - - we

19

don't have the top 100 QBRM mailers together in one

20

centralized database system.
BY MR. HALL:

21
22

Q

Well, I think you have answered that question.

23

You didn't really give us a yes or a no, but I take it the

24

answer was no.

25

In any event let's go on, because the question

ANN RILEY
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really asked you for something more, at least in 12(f).
For example, it asked you for more than one data
system.

Do you not include the PERMIT system as another
system that would have information similar to this?

You

didn't list it there.

8

9
10

-

A

No, I didn't.

I didn't list it there.

Q

Was that because you were unaware of it at the

time?
I am aware of the PERMIT system but I don't

A

11

believe

12

information you wanted.

13

information for the majority of the mailers.

14

if it would include the top 100, but the majority of the

15

QBRM mailer universe.

I didn't, I wasn't aware if it tracked the

--

I know that this tracks the
I don't know

16

It is a high percentage.

17

It's 90-some percent, so

18

this seems to contain a good deal of information.

19

familiar with what the PERMIT system contains relative to

20

the CBCIS.

21

Q

22
23

I am not

Did you know that the CBCIS existed when you

responded to the question that I posed to you in 6(g)?
A

I had heard of the CBCIS.

I knew about the

24

system, but with respect to still looking for a database - -

25

I mean I looked for where we would have all of the QBRM

,-
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-

1

mailer universe - - I couldn't find anything.

Q

2

3

correct?
A

4
5

Q
A

It is

And in terms of volume, do you know what volume

No, I sure don't. I don't have that information

in front of me.

Q

10

-

I believe it is over 90 percent.

that captures out of the total volume?

8
9

Yes.

definitely the majority.

6
7

But in any event you are up in to the high 9 O s ,

But you would be able to obtain it from the CBCIS

11

database or perhaps the PERMIT system or perhaps in

12

combination with the RPW system or some other data system,

13

isn't that correct?
A

14

With RPW I could, if I got the volume from the

15

CBCIS and compared it to the RPW volume, yes, I could tell

16

you what percent of the volume.

Q

17

Okay, now you gave me a figure of somewhere in the

18

90 percents, so is it closer to 100 percent than 90 percent

19

or

20

--

A

You know, off the top of my head I don't recall.

21

It could be 9 4 percent, which would be closer to 90 percent,

22

but is over 9 0 percent and under 100 percent.

23

Q

Well, you looked at the number, right?

24

A

Yes.

25

Q

And so you could provide it?
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1

2

A

I have been aware of it.

I was either told

about it or I saw it written down.
MR. HALL:

3

In any event, Mr. Chairman, we would

4

like to ask that the Postal Service furnish that percentage

5

since it was specifically asked for in our question and was

6

not forthcoming in the answer.
CHAIRMAN GLEIMAN:

7

8

MR. RUBIN:

derivation of that number, how they arrived at it.
CHAIRMAN GLEIMAN:

12
13

I believe we can.

MR. HALL: And we would also like to know the

10
11

Can we get that information in

seven days, Mr. Rubin?

9

-

Yes.

Can we get that information

also?

14

MR. RUBIN: We'll try, yes.

15

CHAIRMAN GLEIMAN: Thank you.

16

BY MR. HALL:

17

Q

Now in addition you said that you believe this

18

covers the majority of large QBRM or high volume QBRM

19

recipients, didn't you?

20
21

22

A

No.

I said it covered the majority of QBRM.

I

don't know whether that is large or high volume.

Q

Well, how would you determine - - it would give you

23

if you sorted the information in that database by volume in

24

descending order, that would give you starting with the

25

largest customer and continuing on down to the lowest
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-

1

2

A

That was in the system, yes, but I must also

3

stress that there is up to 10 percent of the mailers that

4

are not in that system that could represent even higher

-5
6

,...

customer, wouldn't it, that was in the system?

volume, so I don't know if we have the largest volume
customers in that system.

7

Q

8

that right?

9

A

Well, I guess you won't know until you look, is
So you could give us that information as well.

I don't think I follow you.

I don't know how I am

10

going to know - - if I don't have access to the percentage

11

that aren't in that system, I don't know how I am going to

12

be able to tell that the ones that are in that system are

13

the highest volume users.

14

Q

Well, we would be better off than where we are now

15

as far as you are concerned, since you have given us no

16

information except a percentage of total BRM recipients that

17

is probably in the system or captured by that system.
We would obviously know more information about the

18

19

20

top 100, wouldn't we, which was our original question.
A

I still can't, based on what I have answered, I

21

still can't tell you if the missing percentage, if they are

22

in the top 100 that are not being accounted for in the

23

CBCIS.

24

Q

25

What is the criterion for whether or not somebody

gets into the CBCIS or doesn't get in there?
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1

A

I don't know.

2

Q

But without knowing it, you can nonetheless

3

speculate that you could be leaving out some high volume

4

users?

What if all high volume users are captured in there?

5

A

Well, then they are, but I still without the total

6
7

-

universe, I can't tell you for sure.

Q

But you would be willing to provide us the

a

information for the top 100 users that are in that database,

9

wouldn't you, which was our original question?

10

A

You asked for the top 100 - -

11

Q

You're right.

12

A

Right - - that's what I thought.

13

Q

Now could I have the top 100 in that database?

14

A

That's a different question.

15

16
17

I asked for the top 100, period.

I will certainly do

my best to see if we could provide that.
MR. RUBIN:

There is an outstanding interrogatory

to Witness Campbell on PERMIT and CBCIS.

ia

I am not sure if that would cover this too, but it

19

appears my co-counsel is saying that that question I believe

20

has been asked in an interrogatory filed earlier this week.

21

MR. HALL:

And I guess we might get information

22

that will be useful for writing our testimony sooner, since

23

we are coming up against a wall and I don't want to be

24

seeking leave from this Commission to file my witness's

25

testimony out of time.
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-

Of course, it would help if they would expedite

1
2

their response to that follow-up data request.
CHAIRMAN GLEIMAN:

3
4

seven day rule again here.

5

either in response to the interrogatory or unless you find

6

the question objectionable and want to argue that point now,

7

answer the question, but one or the other within seven days.
MR. RUBIN:

.8

Fine.

BY MR. HALL:

10

11

You can provide the information

CHAIRMAN GLEIMAN: Thank you.

9

Q

Now Ms. Campbell - You changed your name again, at least in my mind.

12

-

Well, I am going to invoke my

13

Excuse me.

14

could get useful information about all QBRM users from the

15

RPW system, is that correct?

16
17

18

A

M s . Mayo, I believe you also indicated that you

I said I could get volume information, what I know

to be the total volume of QBRM.

Q

And does that capture volume by customer or by

19

account, by post office, by - - how is that data arranged or

20

compiled or massaged or produced?

21

A

It captures total volume and it is broken out into

22

subcategory of QBRM and BRM, nonadvance deposit account and

23

advance deposit account QBRM and advance deposit account

24

non-QBRM, and also the nonletter size

25

Q

To be clear, my questions are only going to QBRM

.-
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so that is the only information I consider relevant because
that is the only information I have considered asking for in
connection with either the PERMIT system or the CBCIS
system.
So what is the input source for the RPW data?

In

other words, how does the RPW system know that it's got all
7

8
9

10
11

-

volumes ?
I guess you would have to ask somebody - - I think

A

there were a couple of RPW witnesses that have appeared
already.

Q

I am not an expert on RPW.
So in other words, if I wanted that information,

12

if I wanted to know how relevant that information was, if I

13

wanted to know what percentage of the total QBRM universe in

14

terms of volumes it was capturing and what the other

15

capabilities in terms of search and/or production of

16

information or sorting of information I should seek that

17

through witnesses that have already come or witnesses that

18

are yet to come?

19

A

Well, as far as the volume total, like I had

20

stated, and that is the only thing I am aware of, the total

21

volume that we used is in the RPW.

22

With respect to how the RPW collects the data,

23

that sort of thing, and anything relative to how they

24

present the numbers I believe Witness Hunter and Witness

25

Pafford have already testified.

I don't think there is
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1

anybody else coming up to speak to RPW systems, but I am not

2

sure, but I don't think s o .
MR. HALL:

3

Mr. Chairman, perhaps we will reserve

4

our right to a suitable answer informally, and I will

5

reserve, nonetheless, my right to seek by appropriate motion

6

of I believe May 8th, to request either an institutional

7

witness to give the appropriate responses, or if the other

8

witnesses who have already come and gone can do s o , to

,9

recall them briefly.

10

CHAIRMAN GLEIMAN:

11

BY MR. HALL:

12

13

Q

You have got that right.

Let's go back to your response to KeySpan

Interrogatory 6(e), please.
COMMISSIONER LeBLANC:

14

I am sorry, Mr. Hall, what

,-

15

was that?
MR. HALL:

16

Oh, I'm sorry, that was KeySpan

17

Interrogatory T-39-6, and I am going to examine the witness

18

specifically about her response to part (e).
BY MR. HALL:

19

20

Q

Now, in part (e), we asked you, quote, "Have you

21

performed any marketing studies to test, justify or support

?2

your estimates regarding (1) the number of high volume QBRM

23

recipients that will take advantage of the proposed QBRM for

24

piece fee of 3 cents (with fixed quarterly charge); or

25

the average volume of letters received by high volume QBRM
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1

recipients who do take advantage of this proposal?

If such

2

studies were performed, please supply those documents.

3

such studies were not conducted, please explain why not."

4

And your answer, could you read that?

-.

5

6
7

8

9

c

A

If

My answer was, "No, the Postal Service did not

deem any marketing study for this issue necessary."

Q

Okay. First, I would like to know who you mean by

the Postal Service there.

A

Well, I mean the Postal Service at headquarters

10

specifically, where a decision of this type would have been

11

made whether or not to conduct a marketing study.

12

Q

So you don't mean you in this case?

13

A

No, no, not me.

14

It is a management level higher

than my level.

15

Q

16

study?

17

A

I personally did not, no.

18

Q

Did you say, hey, we have got

Okay. Well, did you ask to conduct a marketing

--

well, let me see,

19

the information that could be pulled from the CBCIS, or now

20

we know the PERMIT system, could provide you some, but

21

perhaps you would say imperfect, data to conduct a marketing

22

survey, wouldn't it?

23

A

Uh-huh. Sure. You could conduct a market study

24

based on, I guess, customers that use the CBCIS, although we

25

wouldn't have all of the customers, but - -
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1

Q

Okay.

But now why don't you tell the

--

in any

-.

'2

3

A

No, I didn't suggest doing it.

4

Q

And nobody else, to your knowledge, suggested

5

doing that?

6

A

I am not sure. Not to my knowledge anybody

7

suggested doing it.

8

might have taken place at a level, a higher level than mine.

9

-

event, you didn't suggest doing that?

Q

I am unaware of conversations that

Well, are you aware that when the Commission was

10

asked to consider nonletter size BRM, a marketing survey of

11

sorts was done?

12

A

I am vaguely familiar with that, yes.

13

Q

And wouldn't it be customary to do something like

14

15

that?
A

Perhaps for a new service, a new product, so to
This is - - this QBRM proposal deals

16

speak, it could be.

17

with the existing QBRM customer base, and also the

18

recognition that some of these high volume users have - -

19

well, the reasons behind the proposal are in my testimony,

20

but it deals with the specific current customer base of QBRM

21

mailers, so it is not a new service, so to speak, it is just

22

a new way of assessing fees for QBRM.

23

Q

Well, you didn't have a specific rate for - - a per

24

piece rate or a quarterly fee for high volume QBRM customers

25

before, did you?
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-

1
2
3

No, there i s d q u a r t e r l y fee in existence now.

Q

So, but you still didn't think it was important to

No.

4

know who would take advantage of this new rate category, if

5

we can call it that, I guess?

6

A

Well, it would be a new fee category which is

7

split from an existing fee categ ry. But I think it is sort

8

of pretty straightforward inpihose high volume mailers could

9

determine whether it would be to their advantage to take

*f

10

advantage of a lower fee, paying a lower fee, while still

11

paying a quarterly fee, than just paying the per piece fee,

12

a higher per piece fee.

13
-.

A

Q

Okay. Well, why don't you tell the Commission

14

what numbers you used, for example, for - - or how you

15

determined the number of potential customers for this new

16

service?

17

A

First, state the number if you will.
Well, in my response to KeySpan Interrogatory

18

T-39-6, I confirmed that I estimate 1,358 QBRM mailers would

19

find it advantageous to pay the quarterly fee and 3 cent per

20

piece fee.

21

Q

22
23

And there you sort of cut off your answer.

You

said, as opposed to a 1 cent fee.
A

Oh, well, yes, because in the interrogatory, it

24

stated a 1 cent fee.

25

fee is 3 cents.

But, actually, the correct proposed
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-

1
2
3

Q

Well, the 1 cent fee is for nonletter size BRM,

isn't it?
A

The interrogatory asked to confirm that I estimate

that 1 , 3 5 8 QBRM recipients will qualify for the reduced 1
cent fee and will pay the fixed quarterly charges.

Q

Let me cut you off because I can admit when I have

made a typo, and I have.
8

A

Okay.

9

Q

Well, then, okay, so there are, according to you,

10

1 , 3 5 8 QBRM mailers who would find it advantageous to pay the

11

quarterly fee. How did you determine that number?

12

A

Well, if you would turn to my workpaper 5, which

13

is in Library Reference 1 - 1 6 8 , where I give the volume for

14

test year after rates for the QBRM quarterly fee, the

15

footnote 5 states, I calculated this by taking the QBRM

16

volume, divided by the minimum annual breakeven volume for

17

the quarterly fee of 1 1 3 , 3 3 3 .

18

calculated by dividing the fee, annualized quarterly fee by

19

the 3 cents per piece in fee savings.

20
21

Q

The breakeven volume was

So, you assumed then that if a customer had

1 1 3 , 0 0 0 , could we use that as

a round number?

22

A

Right.

23

Q

1 1 3 , 0 0 0 pieces per year that it expected to

24

receive, that it would be advantageous for it to switch over

25

to this new category?
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1

2

and anything higher than that, at that volume or higher I?

3

would probably be advantageous for them to switch.

4
5

I

-

It appeared that that was the breakeven volume,

A

Q

Okay, well, certainly, but the 1358 was based on

exactly the break-even volume; wasn't it?

6

A

Yes.

7

Q

Okay, so for anybody that has the break-even

8

volume, except perhaps a Brooklyn Union or KeySpan Energy,

9

which knows probably knows down to the half an envelope, how

10

many it's going to get every year because it's been doing

11

this for so long, for anybody else, that would be kind of a

12

crap shoot; wouldn't it?

13

A

You mean as far as the volume goes?

14

Q

Yes.

15

A

Per year?

Well, I really don't know.

I mean, I

16

imagine that - - I would hope that these QBRM mailers would

17

have a pretty good idea of what they - - what volume they

18

receive.

19

Q

Okay, well, let me try to do this on the basis of

20

your own knowledge. When you're considering alternatives,

21

you won't take, say, Alternative A out of Alternatives A and

22

B, unless you can be sure that you will save a meaningful

23

amount of money, and at least have a reasonable certainty

24

that you will not end up spending more money than if you had

25

chosen Alternative B; is that fair?
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1

I'm not quite sure I followed you through the

2

whole thing, but I think that it would be a prudent matter

3

to assess expected volume, if it was close to - - If I were a

4

QBRM mailer and had an expected return volume close to

5

113,000, I would have to assess what the costs would be to

6

me for both, even if it was, you know, close, and if - - and

7

see if I'd be willing to take the risk, so to speak, of

8

paying the quarterly fee.

9

.-

A

Q

Well, certainly for somebody that had twice that

10

volume, you'd agree that that would be much less riskier, if

11

that's even part of the English language?

12

A

Well, sure, sure; it would be.

13

Q

Right.

14

And as multiples of annual volumes go up,

the question would become easier and easier; wouldn't it?

15

A

Correct"

16

Q

Okay, now, once again, you didn't consider it

17

necessary to look at any sort of - - the real potential

18

market that was out there; is that right?
I think we've agreed that 1358 is simply an

19
20

interesting calculation, but it's not the real number of

21

people that are going to take advantage?

22

A

I'd be surprised if it were the exact number, but

23

it was the best estimate I could provide with respect to

24

providing an estimated revenue from this in the test year.

25

Q

Well, you subsequently, in response to our
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1

interrogatory T-39-12 - - and I guess this is where we were

2

giving you, since we didn't have any data, we were giving

3

you hypotheticals about, well, what if it were closer to 50

4

than 1358, and you were telling u s , I believe, in response

5

to either that question or others, that that would be

6

extremely hypothetical, pure speculation, you know, sort of

7

out of the realm of the normal, right?
A

8

9

thought that a hypothetical volume of 50 was unrealistic,

10

considering that even with our looking in the CBCIS, at

11

least 486 business reply mail mailers have reported annual

12

volumes exceeding the break-even volume.
That that would probably make that proposed

13

.-..

Well, in my response to 12(d), I said that I

14

quarterly fee and reduced fee per piece advantageous for

15

them.

Q

16

But these are people, the 486, if I understand it

17

correctly, those are the ones that get down right to that

18

level.
At least some of them get right down to that level

19

20

of 113,000 pieces a year, right?
A

21
22

23

--

It was right down to - - yes.

It was right down to

it was anything above, at or above 113, 333.

Q

Okay, now, based upon your answer there, which is

24

now using information that you didn't use before when you - -

25

I take it you didn't have this information when you did your
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1
2

I had access to the information, but I probably

A

--

3

well, I didn't look at it for this, and even still, I

4

probably still would have gone with what I did, with what I

5

used.

6

_-

testimony, right?

Q

Well, would that be because you assumed that the

7

CBCIS system, which you said doesn't capture everybody, but

8

probably captures

9

customers, that somehow outside of that system, would be

95

percent, roughly, of all QBRM

10

another two times the

11

system?

486

that you did find within the

12

A

It's possible.

13

Q

Is it logical or reasonable to make that

14

assumption?

15

A

16

17

I think it's reasonable to make the estimation

dl t
k

that I did in my workpapers, without d e a l i n g m B C I S .

Q

Well, because you didn't want to do it, because

18

you didn't care to do it, because you didn't know about

19

doing it?

20

A

Well, no, because I just looked at

--

I just

21

formulated a calculation that I spoke of earlier, and that's

22

why I did it.

23

Q

Okay, but your calculation, can you agree - -

24

you've accused us here of exercising pure speculation or

25

posing hypothetical situations, but, in fact, your

.-
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1

calculation was purely hypothetical; wasn't it?
A

No.

I think it's a better estimate than j u s t pure

3

numbers.

4

speculation.
I wouldn't say it is pure speculation at all.

5
6

My estimate was based on numbers, test year

Q

What test year numbers, specifically, are you

7

referring to?

8

approximately, pieces that you say would migrate to the

9

high-volume QBRM service?

10
11

A

Are you referring to the 1 5 4 million,

Right, based on the total BRM volume in the test

year, exactly, based on the total broken down exactly.

12

Q

And how did you get to that number?

13

A

I used - - to the total number or to the QBRM high

14
15
16

17
18

19
20
21

volume?

Q

To the QBRM high volume determinant for the test

year?

A

Well, I used the assumption that one-third of

First Class QBRM would shift out of QBRM into that.

Q

Right. And the basis for that assumption was

what, since this was much better?
A

The basis for that was the assumption that was

22

made in R 9 7 for the migration of QBRM mailers to prepaid

23

reply mail.

24

Q

25

And there you were comparing a situation where the

per-piece fee proposed by the Postal Service would have
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1

been, but for the Commission's subsequent actions, six cents

2

per piece, right, and the per-piece fee for PRM would have

3

been zero; is that correct?

4

A

Let's see.

5

Q

I read the Commission's opinion.

6

A

To the fee?

7

Q

The zero fee is the fact that PRM didn't have any

8
9

10

11

.-

Could you tell me how you got to that?

How did you calculate the zero fee?

per-piece fee associated with it.
A

Right, and there was a postage discount; is that

what you're saying?

Q

Well, okay.

I'm sorry, you said you've used

12

information based on the PRM proposal, so I assumed that you

13

were familiar with it.

14

A

I was familiar with the proposal.

I was just

15

trying to figure out what the six cents versus the zero

16

cents was that you were talking about.

17

Q

Well, that was the substance of your proposal, not

18

you personally, but the Postal Service's proposal in R97-1;

19

wasn't it?

20

A

Well, I didn't propose it, but I'm just wondering,

21

what were you saying was six cents and what was zero cents?

22

That's all I'm trying to - -

23

Q

Okay, well, I could ask you to guess, but why

24

don't I just tell you that it was the Postal Service's

25

proposal that the newly instituted QBRM fee should be six
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1

cents.

-.

And it was the Postal Service's proposal that

2

there would be no per-piece fee associated with PRM.
A

Yes.

But in real terms, there's a postage

discount, too, applied here.

I was the one who proposed

that QBRM fee of six cents in R97-1, but I did not propose
7

8

9

-

prepaid reply mail.

Q

Okay, but nonetheless you relied on that

relationship in that case, as the north star or guiding

10

light for you in determining that one-third of QBRM would

11

migrate to the new high volume QBRM service in this case.

12

A

Correct.

13

Q

Or was that just a convenient number because

14

15

somebody had said one-third before?
A

No, it was based on the same - - it was deemed that

16

was a reasonable estimate - - assumption to make again in

17

this case.

18

Q

And who deemed it?

19

A

Management,

20

Q

Oh, so they told you what it should be?

21

A

No, they advised me that it seemed like a good

22

23
24
25

assumption to make again, absent any other information.

Q

And that was because they said you didn't have any

information or you shouldn't bother to get any information?
A

No, it's just that was a reasonable assumption to
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1

make again.

2

Q

c

3

When you speak of management informing you of

this, who specifically informed you of this?
A

Well, let's see. My office, the Acting Manager

for Pricing - -

-

Q

Is - - I'm sorry, did I miss something?

A

No

8

Q

Who is that?

9

A

Oh, Don O'Hara.

10

Q

Okay, and he is the Acting

11

A

Manager for Pricing.

12

Q

And he was at the time you prepared your

--

13

testimony?

14

A

Yes.

15

Q

Okay, and so who was Managing Director before

16

that?

17

A

Ashley Lyons is the Manager of Pricing.

18

Q

So you mean the two of them?

19

A

No, actually I don't believe Ashley was involved

20

in that.

It was Don.

21

Q

So you only spoke with Mr. O'Hara about it?

22

A

Yes, I spoke with Mr. O'Hara and I also spoke with

23

Witness Fronk. The three of us met.

24

Q

25

reasonable?

And it was just their opinion that that would be
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1

A

They were definitely more knowledgeable about the

2

prepaid reply mail proposal in R97 than I was and so I,

3

after conferring with them it was agreed that that was a

4

reasonable assumption to use in this case.

Q

But what factors did they bring to light for you

that convinced you?

8

A

Right.

Q

Unfortunately I can't drag them up here.

You

9

probably wish that I could, but I can't drag them up here

10

today so it is unfortunately you and I that are going to

11

knock heads.

12

-

I mean you are the witness here.

A

Sure. Well, I hope we are not going to knock

13

heads but - -

14

Q

Only in the most - -

15

[Laughter.1

16

BY MR. HALL:

17

Q

Only in the most hypothetical sense.

18

A

Well, after conferring with them I felt this was

19

similar enough to the prepaid reply mail assumption that

20

there wasn't any reason not to question that this wouldn't

21

be a good estimate of migration.

22
23

Q

And what specific points that they brought up or

that you considered were the most salient to you?

24

A

You know, I actually can't recall.

25

Q

Okay.

Well, let's see. Do you know now that we
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1

have received some information about actual volumes, again

2

maybe incomplete, but actual volumes of real world QBRM

3

users?

4

A

That Keyspan has?

5

Q

Yes.

6

A

No.

7

Q

So you have not reviewed and nobody has told you

8

about the Postal Service Witness Campbell's - - I'll get this

9

right yet - - response to Keyspan Energy Interrogatory

10
11
12

13

-

T29-49?

A

I don't believe I am familiar with that

interrogatory response.

Q

Have you been furnished by your attorneys with a

14

copy of a cross examination exhibit that we sent to them

15

yesterday or at least to one of them?
No, I have not.

16

A

No.

17

Q

They didn't show it to you?

18

A

Nope.

19

Q

Well, gee, I don't want to break the news terribly

20

much now, but would it surprise you or would you accept

21

subject to check - - first, let me back up.

22

little foundation here.

23

Let me lay a

Do you know that what we asked for in that

24

interrogatory was information relating to the top 75 QBRM

25

customers that were captured in the PERMIT system?
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1
2

A

That went to Witness Campbell, 49?

3

Q

Yes.

4

A

I don't recall seeing that.

5

Q

Okay.

you will, that it deals with the top 7'5 QBRM users, high

7

volume recipients, as captured by the PERMIT system.

9

CHAIRMAN GLEIMAN:

Mr. Tidwell, did you have

something you wanted to say at this juncture?

10

MR. TIDWELL:

11

characterization of the document.
MR. HALL:

12

13

-

Well, just accept it subject to check, if

6

8

I

I am not familiar with the interrogatory.

No.

I was just helping counsel's

I would welcome any help that he could

offer.
CHAIRMAN GLEIMAN:

14

I don't know whether you are

15

trying to help him with identifying the document, T29-49 or

16

whether you are trying to help him with his

17

characterization.
Are you suggesting that he is laying an inaccurate

18
19

predicate?
MR. TIDWELL:

20

No.

He cleaned it up with the last

21

few words of his characterization. I was going to help me

22

add those words if he had not uttered them.

23

CHAIRMAN GLEIMAN:

24

BY MR. HALL:

25

Q

Okay.

Thank you.

Well, would you accept subject to check for
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1

the purposes of my questions that the total volume

2

associated with those 75 users for the period Fiscal Year

3

'99 AP6 through Fiscal Year 2000 AP6 was approximate y 183

4

million pieces?

5

6

-

A

The total volume for the 75 mailers, approximately

183 million, is that what you said?

7

Q

Yes.

8

A

Subject to check, sure, I'll accept that.

9

Q

Well now, are you at all concerned about how

10

reasonable your one-third estimate might have been in light

11

of this new information that you have accepted subject to

12

check?

13

A

No, I am not concerned actually.

I would have to

14

investigate what percent - - I mean what universe the PERMIT

15

system would have.

16

do a few calculations to see what maybe the average would be

17

for each one of those 75 mailers, et cetera, but no, I am

18

not concerned right now.
I haven't had time to review any of this.

19
20

Is this - - I need to go through and just

Q

Well, I mean here we have 75 people, and I am

21

telling you that their volume is over 183 million or

22

approximately 183 million pieces and you have come up with a

23

number of 154 million for 1,358 users.

24

A

Right.

25

Q

They seem at least, would you agree that these are
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1
2
3

sort of worlds apart?
A

That 75 and 1358 are worlds apart?

Is that what

you mean?

Q

Yes.

A

Probably so, with respect to the two numbers they

would be worlds apart.

Q
8
9

wouldn't they?
I would still - - like I said, I would really like

A

10

to, I would really need to review this myself before I could

11

suppose anything here.

12

13

-

And the volume numbers would be worlds apart too,

Q

Well, let me ask you this, you are aware, aren't

you, first, that in R97-1 the Postal Service proposed PRM?

14

A

I am aware of that.

15

Q

And are you aware also that in its R97-1

16

recommended decision the Commission approved, or recommended

17

PRM exactly as the Postal Service had proposed it?

18

A

Yes, that is my understanding.

19

Q

And are you further aware of the fact that the

20

Board of Governors then rejected the Postal Service's own

21

proposal?

22

A

Yes.

23

Q

Okay.

Well, I guess what I am trying to get some

24

flavor for here is the numbers that we have come up with are

25

- - I will characterize them, I won't ask you to characterize
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them, they are worlds apart, they don't seem to bear any
relationship to the total volume number or the total number
of users that you have come up with.

-.

And I guess my

4

question to you, I will try to refine it as we go along, but

5

the basic question I am trying to ask you is, what is the

6

importance of either the total volume number or the total

7

number of users that is - - that you have a particular

8

sensitivity to so that, if you found, for example, that the

9

volumes were going to be much larger for whatever number of

10

customers, potential customers there were going to be,

11

and/or there were going to be many fewer customers than you

12

had contemplated, how would that change your proposal, or

13

would you now recommend that the Board of Governors, once

14

again, reject the Postal Service's proposal?

15

the Commission once again were to carry that pail of water

16

up the hill and recommend it exactly as the Postal Service

17

had proposed it.

18

A

Assuming that

First of all, I am not - - I never would be the one

19

to tell the Board of Governors what to accept or reject to

20

begin with, and I am not really quite sure of that process.

21

But I think what is important here, and if I can go back to

22

try to recall the beginning of your question, I don't feel

23

that I would have changed my proposal. The proposal is

24

really based on a lower fee for high volume users who could

25

take advantage of paying a quarterly fee and a lower per
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1

piece fee, and when their volume exceeds a certain amount,

2

it would be advantageous to them in terms of cost to take

3

advantage of this.
The number of mailers that end up doing this, if

'4
5

it is proposed, I mean if it is recommended and approved,

6

might vary from what I have, might vary from what you

7

present, but I still feel that it shouldn't take - - the

8

discussion we are having should not take away from the fact

9

of the actual proposal itself. I am here really more to

10

I mean I can discuss that better than I can your numbers

11

that I haven't seen yet or whatever.

12

13
14

Q

So, for example, you wouldn't be troubled if it

ended up that only
A

--

75

people could take advantage of this?

Well, if they are not troubled, I think it is a

L

15

really good - - I think it would be good for those mailers

16

that could take advantage of it, be it one or 10,000, I

17

don't know. I mean I would think for the mailers that could

18

take advantage of paying less, I think they - - I think it

19

would be great.

20

Q

Okay. Do you also think it is important for the

21

Commission to have actual numbers or - - well, let's call

22

them actual numbers or actual information to base their

23

decision upon?

24
25

A

Well, I think the information I am giving them

with respect to the breakeven volume, what would be cost
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effective above a certain amount, and an estimate, just
based on the best I have, but the best information or the
information I felt most reasonable, I think is appropriate
to present to the Commission.

Q

Okay. And you don't feel any compunction or urge

to sort of supplement your proposal with some real world
numbers, to the extent you have them?
A
9
10
11

I would need to see the numbers first.

I can't

tell you what I would do unless I could see, evaluate - evaluate something.

Q

Well, I guess you are the person who is in

12

possession and control of those numbers, are you not?

You

13

are the one who has access to the CBCIS system and we do

14

not, is that correct?

c

15

A

I am not - - I don't know. I don't know if you can

16

access it or not.

17

their own data, their own database, but I am not sure about

18

someone other than the Postal Service.

19

Q

I know the Postal Service can access

Let's turn, well, it is just sort of a related

20

topic, but a different one.

Could you look at your response

21

to KeySpan Interrogatory l(g), please?

22

A

Okay.

23

Q

There we asked you to please explain why you

24

believe that the Postal Service has proposed a 3 cent fee

25

for QBRM letters and a 1 cent fee for BRM small parcels.
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I

1

Are both consistent with criterion 7 ?

2

A

I'm sorry.

I thought you said l(g).

3

Q

I'm sorry. Now, I misread my own question.

4

Question (g)e asks you, please consider two situations

5

wherein the Postal Service must count BRM pieces for rating

6

purposes.

7

machineable letters.

8

non-uniform, bulky small parcels.

9

less expensive for rating purposes to count the pieces in

10

In situation A there are 10,000 clean bar coded
In situation B there are 10,000

In your view, would it be

situation A or situation B?

11

And you responded, and this time I will

12

paraphrase, that according to the information you received

13

from Witness Campbell, it would appear to be less expensive

14

for rating purposes to count the pieces in situation B,

15

namely, the bulky small parcels, if weight averaging were

16

used. And did you mean to compare weight averaging for both

17

types of pieces?

18

A

Yes.

19

Q

Okay. And what information was it that Witness

20

21

Campbell provided you?

A

He provided me the cost per piece for nonletter

22

BRM, which would be characterized by the bulky small

23

parcels, and he also provided the per piece fee for the

24

letters, which - - per piece cost, excuse me, for what would

25

be characterized as the clean bar coded machineable letters.
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1
2

Q

averaging techniques, is that right?

3

A

That is my understanding.

4

Q

Okay.

So, in other words, you just accepted the

5

numbers that Mr. Campbell gave you and you really didn‘t

6

inquire beyond them at all?

7

A

I accepted the numbers he gave me.

8

Q

Please look at your response to - CHAIRMAN GLEIMAN:

9
10

Mr. Hall, if I may interrupt at

this point.

11

MR. HALL:

12

CHAIRMAN GLEIMAN:

13

-

Okay. And both were determined using just weight

Certainly.
I think we would like to take

our mid-morning stretch.

14

MR. HALL:

15

CHAIRMAN GLEIMAN:

16

M R . HALL:

17

CHAIRMAN GLEIMAN:

18

[Recess”
I

19

CHAIRMAN GLEIMAN: When last we met, you were

20

Certainly.

Thank you.
Thank you.

about to give us another interrogatory number.

21

MR. HALL:

22

BY MR. HALL:

23

Ten minutes.

Q

Yes.

If you could please turn to Interrogatory, KeySpan

24

Energy T - 3 9 - 2 ( a ) , and t h e r e we had r e f e r r e d you t o page 25

25

of your prepared testimony where you stated that the QBRM
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1

unit cost is 2.05 cents, and the QBRM non-letter size unit

2

cost is .58 cents.
And then we asked you if you performed any

3
4

independent evaluation of these costs figures provided to

5

you by other Postal Service witnesses, or did you simply

6

accept them as they were given to you.
And you said, I accepted the cost figures provided

7

8

by Witness Campbell.
And, so, once again, you did so without any

9

-

10

independent inquiry of your own into whether or not this

11

made sense; whether the costs of dealing with QBRM was

12

really about four times the cost of dealing with these

13

bulky, small non-letter-size QBRM packages?

14

15

A

That's correct; I accepted the figures that

Witness Campbell gave me.

16

And I would like to say that right before we took

17

the break, I believe you asked me, and I misspoke about the

18

weight averaging for letters, if that was used along with

19

non-letters.

20

And I believe that it's weight-averaging that

21

costing for the situation with the small parcels

22

not - - I guess Witness Campbell would be the person to ask,

23

costing method that he used for the letters.

--

but I'm

24

But I think I might have answered yes to that it

25

was weight-averaging for the letters, but I can't speak to
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the costs.

I can only speak to the two different cost

figures I got from him and how I used them to design the
fees .

Q

Okay, and you got that information about the

misspokenness of your former response, based on conferring
with Witness Campbell during the recess?
A
8

stand, that I thought - - I think I just agreed to a costing

9

characterization that I shouldn't have done, because I'm not

10

familiar enough with all the methods that go into the

11

costing for the letters.

12

-

Well, I realized it right after I got off the

Q

Okay, and in - - let's move on then.

In response

13

to Question (b) you indicated that you weren't concerned at

14

all about the relationship between the costs that you'd been

15

given for clean letter-shaped uniform QBRM letter pieces,

16

and the non-uniform small parcels; is that correct?
And you indicated that you weren't concerned at

17

18
19

all; is that right?
A

I wasn't concerned that the letters were more

20

costly than the parcels or the non-letters, because they

21

both use different rating methods.

22
23

Q

Okay, are you familiar with a gentleman by the

name of Grady Foster?

24

A

Yes.

25

Q

Are you familiar with or are you aware of the fact
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that he testified basically in the capacity you're
testifying today, approximately six years ago?
A

In R94, yes.

Q

Were you aware that he was presented, by his

witnesses at that time, with some cost information that just
didn't look right?
I

A

--

well, I'm aware that there was cost

information presented in R94 that was definitely
9
10
11

12

13
14

controversial, I guess; that some people probably didn't
think it looked right.

Q

Okay, well, the people that didn't think it didn't

look right would include the Commissioners, right?
I'd have to go back and check the recommended

A

decision, but they probably had some concerns about it.

c

15

Q

You're talking about BRM fees in that case, right?

16

A

Well, the BRM costs. Based on the costs, I am

17

familiar with R94, based on the costs that Witness Foster

18

received.

19

Q

Okay, well, are you aware of the fact that when

20

confronted with those costs, that witness Foster indicated

21

that he had sent the responsible witnesses back to

22

double-check their information?

23

A

I'm aware of that, yes.

24

Q

But you didn't feel it was necessary for you to do

25

I was there.

any sort of check like that in this case, based upon the
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cost figures that you were provided by Witness Campbell for
letter-sized QBRM received in high volumes and high volume
non-letter-size small package BRM parcels?
A

No, I wasn't, not at all.

In fact - - I mean, I

still believe that with respect to my fee proposal, of
course, the proposed fee I'm recommending - - the proposed
fee I'm proposing is - - represents a 40-percent reduction in
8

the current fee.
I think that it's a

9

-

Yes, I based the

favorable proposal for QBRM mailers.

11

proposed fee, in part, on the cost I received from Witness

12

Campbell for both the non-letter and the QBRM high volume.

14
15

But I had no reason to question the costs that
Witness Campbell provided.

Q

Okay, do you have it in mind, because you work

16

over in headquarters, that there has been a big push on to

17

add a lot of automated equipment over the last decade, say?

18
I

I think it's a very

10

13

I

--

A

I ' m vaguely familiar with that.

I'm not an

19

operations person, but just from what I read here and there,

20

I understand that the Postal Service is always moving more

21

and more towards automation, more automation.

22

Q

And do you have any sense of the concept that the

23

percentage of, say, First Class mail

24

include, I guess, QBRM pieces

25

the percentage of First Class that is processed on

--

--

and that would

that are

--

well, certainly
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1
2

A

Just in very general terms, I - - that's my

3

understanding, that we're working towards processing more

4

and more mail on automated equipment, versus manually.

5

-

automation has been increasing over the years?

Q

And would the figure of about over 90 percent,

6

maybe 94 percent processed on automation be something that

7

you were aware of?

8

A

No.

9

Q

Okay.

So, you wouldn't think that there was

10

anything wrong, or would you, if you saw a number where

11

there was an indication that perhaps there was a very low

12

percentage of processing of that particular kind of mail,

13

even though it was First Class, even though it was

14

pre-bar-coded, even though it was, you know, pre-approved by

15

the Postal Service?

16

A

I'm not sure I'm following you. Could you

17

Q

Well, QBRM is prescreened by the Postal Service,

--

18

isn't it, before recipients are allowed to include it in

19

their outgoing envelopes?

20

A

Prescreened?

21

Q

Well, I'm sorry.

I'm being imprecise. The

22

Domestic Mail Manual, I believe, contains very specific

23

requirements regarding the address quality, placement, the

24

existence of a pre-bar-code and its placement on a business

25

reply mail piece or now called a QBRM piece; is that right?
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1

2

3
4

A

for the design of the mail piece, yes.

Q

Okay, and so this would be certainly a piece that

would be among all the - - well, let's back up.
QBRM comes back through the mail system after it's

5

6

put in place by the mailer who has received the piece from

7

the recipient in another envelope.
It's placed into the system as single-piece mail,

8

.-

It's my understanding, yes, there are requirements

9

right?

10

A

Correct.

11

Q

Now, you would expect, given the general quality,

12

overall quality of all single-piece mail, that this type of

13

mail which had been pre-approved, prescreened by the Postal

14

Service, would attain some of the highest successful

15

automation processing percentages; would you not?

16

A

I can't say for sure. I'm not an expert with

17

respect to mail processing. Clearly, one could speculate

18

that, but I certainly couldn't say for sure that that would

19

be the case, necessarily.

20

Q

But ultimately all the of things we've been

21

discussing are not matters that even occurred to you; is

22

that correct?

23

When you looked at the cost figures that were

24

supplied to you by Witness Campbell for clean QBRM letter

25

piece received in high volumes, versus non-letter-size BRM
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1
2

bulky parcels, also received in high quantities?
A

3

Campbell, and he explained to me, somewhat - - like I said,

4

I'm not a cost expert, so I can't answer the questions, or I

5

can't speak to the methodology.

6

However, I can in a very basic - - in very basic

7

terms, say that there were different methods used to rate

8

the mail, and therefore they represent different costs.
So, upon hearing that, I accepted Witness

9
10

11

-

Well, I discussed the numbers with Witness

Campbell's cost figures without any question or hesitation.

Q

Could you turn now to KeySpan Energy's

12

Interrogatory T-39-9?

13

of general topic area I am interested in is the question of

14

full integer rates versus - - or fees, versus fractional

15

rates or fees. And we were asking you several questions

16

about, you know, well, what would be wrong with, basically,

17

having either the First Class portion of the fee for a QBRM

18

customer be at a fractional rate, or even the per piece fee.

19

And I think you have indicated that you don't think that is

20

such a good idea.

21

questions about that.

I would just like to ask you a couple of

First, to bring it down to a personal level, you

22

23

And there may be others, but the sort

buy food, don't you?

24

A

Yes.

25

Q

Okay.

And when you go into the supermarket, have
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I

1

you ever seen the little signs on the shelves that quantify

2

the price of items on a uniform per ounce or per pound

3

basis?

4

A

Yes.

5

Q

And they are placed there so that normal consumers

6

can compare what they are buying, one brand to another,

7

aren't they?

a

A

Yes.

9

Q

Now, they often appear in fractions per cent,

10

don't they?

11

A

As far as the price per pound?

12

Q

Fractions of a cent per ounce, for example.

13

A

Yeah, like the price per ounce or per pound,

14

whatever is - - yes.

15

know, 10.9 cents per ounce or whatever, yes.

1 mean they appear in decimal, you

I

16

17

Q

Okay. Now, does that information confuse you or

stop you from buying foods in the supermarket?

ia

A

No.

19

Q

Okay.

20

A

Yes, I do.

21

Q

And do you buy the gas or does somebody else buy

22

NOW, you a l s o drive a car, don't you?

the gas?

23

A

Yes, I buy the gas.

24

Q

Okay.

25

Have you ever seen gallons of gas sold in

whole cents?
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1

A

I have never seen gallons of gas sold in whole

2

cents, no.

3

Q

Okay. Now, does that fact, let's say it is,

4

unfortunately, today, I guess

5

close to 176.9 cents or something.

--

I filled up and it was

6

A

Oh.

7

Q

Per gallon. Did I say .9?

8

A

Yeah.

9

Q

I hope I did.

That fact that it may be stated

10

that way on the pump doesn't confuse you or make it

11

difficult for you to buy gas, does it?

12

A

I always round it up to the next cent. So it

13

doesn't - - if it is 149.9, I see it as $1.50. And I usually

14

round off my gas purchases anyway, so it - -

I
.

15

Q

As do we all, I am sure.

16

A

Yeah. So I don't even really - - and I don't know

17

why I do it, I mean there is no reason really to do it, but

18

I just do it because I think I, like probably most people,

19

round up.

20

at it as $1.50 for a gallon of gas.

21

compute in my head, well, if I get, you know, 10 gallons, it

22

should be $15 approximately.

23
24
25

Q

For example, the 149.9 would be $ 1 . 5 0 and I look
That way it is easy to

Now, most of the people who distribute and receive

back QBRM pieces are businesses, aren't they?
A

Yes.
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1

Q

And in most, if not all, cases, those businesses

-

2
3

A

I would assume s o .

4

Q

And presort rates are often expressed in fractions

5

of a cent, aren't they?

6

A

It is my understanding that that is true.

I

Q

Now,

s o , you don't really believe that having a

8

fractional cent for either the First Class postage or the

9

per piece will confuse QBRM recipients or dissuade them from

10
11

-

mail their outgoing pieces as presorted mail, don't they?

using the service, do you?

A

Well, in response to my answer I said to the

12

Interrogatory

13

mailers, it is the rates that they pay for the BRM, not the

14

outgoing, but I am talking about the rates that they pay on

15

the Business Reply Mail pieces themselves are in whole

16

cents, they are whole cent rates.

11

fractions with BRM mail, I really don't know how easy that

18

would be for the mailers or not.

19

Q

9,

subpart (l), nothing against the BRM

So, with respect to using

Well, who computes the total postage?

20

recipient?

21

A

Is it the

Well, the recipient could probably have something

22

in mind as far as a certain number of pieces, probably get

23

an idea of what it should be if they - - they could

24

double-check what the Postal Service computes the rates and

25

fees .
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Q

Right.

But it is the Postal Service clerks who

are actually doing the calculations, isn't it?
A

They are doing the initial calculation to make the

charge. The mailers themselves could probably double-check,
I am not sure if they do, but perhaps they do.

Q

Well, when presort mailers bring their presorted

mail in lots of, say, trays of 500 pieces, they may briny

-

8

10,000 pieces or whatever number of pieces they bring, and

9

they have been charged a fractional - - or they have applied

10

a fractional rate of postage.

11

check to make sure that that is correct, don't they?

The Postal Service clerks

12

A

I assume so, yes.

13

Q

Okay. And, so, in that case, both the mailer and

14

the Postal Service clerks have no problem dealing in

15

fractions of a cent, right?

16

A

Well, it is for a different type of mail, sure.

17

Like I said, with Business Reply Mail, there are no

18

fractional postage rates for the Business Reply Mail return,

19

the Business Reply Mail itself.

20

21
22

Q

So, is your objection to that simply the fact that

it doesn't exist now, so it could never exist?
A

Oh, I never did say that. All of the fees past,

23

and current, and proposed are in whole cent rounding

24

constraints.

25

Q

So, but you know - - then you know of no reason
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why, if it made sense to have it in - - let's say, for market
based reasons, which I appreciate that you didn't study the
market, but if the market is studied, and somebody were to
conclude, for market based reasons, or other reasons, that
it would make sense to have a fractional rate, then you
would have no objection to that?
A

Well, maybe I didn't have to study the market, as

8

you say, to propose a 40 percent reduction in the fee for

9

QBRM.

10
11
12
13

I still feel that the whole cent rounding constraint

is reasonable.

Q

That is interesting. You proposed a 40 percent

reduction in the fee. What are you speaking of?
A

I am speaking of the large volume QBRM.

When you

14

said that - - I believe you said that I wasn't interested in

15

market studies, or studying the market, something like that,

16

I figured you were referring to, earlier, when you asked me

17

if I had done any market studies on high volume QBRM.

L_

18

Q

That's right. We agreed you had done none.

19

A

Right.

20

Q

Okay.

21

A

So is that what you were referring to then?

22

Q

Yes. Exactly.

23

A

Yeah. Well, when you characterize that, I just - -

24

I don't think I need to study the market to say that I think

25

mailers who could save money, high volume mailers, would
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1

take advantage of it.

I think it is a favorable proposal,

2

like I have stated before.

-.

3
4

Okay, and when you say it's a 40 percent reduction

in the rate, you are comparing what two numbers?

5

A

5 cent and 3 cent fee.

6

Q

Okay, although the Postal Service here is

7

-

Q

proposing what fee?

8

A

3

9

Q

And for low volume?

10

A

I believe I'm

11

Q

Let me save you the trouble of looking it up.

12

A

I just want to make sure.

13

Q

It is 6 cents.

14

check?

15

A

16
17

cents for high volume QBRM.

Right, right.

--

Will you accept that subject to

I am talking about the current 5

cent fee though.

Q

And you are aware, aren't you, also that the

18

customer who would be getting this 40 percent reduction

19

would also be paying a quarterly accounting fee?

20
21
22
23

Yes, I am, but like I said, above a certain volume

A

it is going to cost less.

Q

Without that certain volume it will cost the same,

won't it?

24

A

Yes.

25

Q

So to get back to the integer question, I am still
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1

not certain I understand, do you object if somebody in their

2

wisdom decided that either the First Class rate portion of

3

QBRM service or the per piece fee, either for high volume or

4

low volume or both, QBRM customers should be sent at a

5

fraction of a cent rather than whole cents, you wouldn't

6

have any objection to that, would you?

7

a

A

Well, I would have to study the feasibility of a

fractional fee.

9

I did not - - I have used, like I said,

10

historically we have used, currently we use and propose to

11

use fees in whole cents.

12
13

COMMISSIONER LeBLANC: Mr. Hall, excuse me just
one second.

14

MR. HALL:

Yes.

15

COMMISSIONER LeBLANC:

c

16

17

MS. Mayo, what do you mean

there by feasibility of a half-cent or break in an integer?
THE WITNESS:

Well, I mean if there was one piece

18

that came back and the fee was 3.5 cents instead of three

19

cents, how would we get a half cent from that - - you know - -

20
21
22

COMMISSIONER LeBLANC:

the feasibility would be

on the return side?
THE WITNESS:

23

mean I just never

24

just not sure.

25

So

--

Right, on the return side. Yes, I

It's never been posited to me, so I am

COMMISSIONER LeBLANC:

Okay.

Excuse me, Mr. Hall.
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1

MR. HALL: Thank you.

2

BY MR. HALL:

3
4

Q

Let me just follow up on that and we will save a

little time.
When a presort mailer mails out mail and the

5

6

10,000 pieces or 9,999 pieces end up with a fractional rate,

7

he doesn't write a check or provide the Postal Service with

8

a fractional amount, does he?

9

A

I don't know.

10

Q

Doesn't the Postal Service always end up with a

11

-

penny, one way or another?

12

A

I am not s u r e .

13

Q

But if there more than, certainly if there were

Probably, but I am not sure.

14

more than one piece, as you were discussing with

15

Commissioner LeBlanc, it would simply be a matter of

16

rounding off.

17

3.5 cents so let's use that number on the return piece.

Say there were 300 pieces at - - he was saying

If it is 3.5 cents, and I assume that we are

18

19

talking about low volume QBRM, then how many pieces did I

20

give you?

300?

21

A

Yes.

22

Q

Okay.

23

math for me?

24

25

A

If 300 pieces come back, could you do the

If 300 pieces came back at 3.5 cents, I have

$10.50.
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1

Q

Ten dollars and fifty cents?

Okay.

Give me

2

another - - I'm sorry, I miscounted.

3

and I didn't count correctly so I had one more piece, so

4

$10.50 - - now it is $10.53 and a half, and do you think I

5

would be happy to give you $10.54 in the circumstance rather

6

than giving you four times, four cents times 300 pieces or

7

301 pieces?

8

A

I'm sorry, could you say that again?

9

Q

Well, do you think I would find any difficulty

I was counting by hand

10

with you charging me that extra, rounding off that half cent

11

and making me pay an even four cents for the last piece in

12

view of the fact that I had gotten a fractional rate for the

13

other 300 pieces?

14
15

A

18

I really don't know. I

have not considered fractional fees.
I don't know enough about it.

16

17

I am really not sure.

Q

Could you l o o k at your response to KeySpan

Interrogatory T-33-8?

19

A

Wait, T-33-8?

20

Q

I'm sorry, T-39-8.

21

A

Okay.

22

Q

In Questions Parts (a) and (b), we asked you to

23

confirm certain things, and in (c) we asked you a question,

24

if you couldn't confirm either (a) or (b).

25

And the thing that p u z z l e s me is, you redirected
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the questions (a) and (b) to Mr. Campbell, correct?
A

Yes, I did.

Q

But then you went ahead and answered Part (c).

A

Well, Part (c) deals directly with Criterion 7 of

the Act, Fee Simplicity, which I discuss in my testimony,
the pricing criteria.
And Subparts (a) and (b) deal with sampling time
8

and the amount of sacks to weigh, to estimate a quantity,

9

which are part of what goes into Witness Campbell's costing

10

methodology.

So I really can't speak to those, but I could

11
12
13

-

speak to (c) which discussed the pricing criteria.

Q

Okay, well, I guess I was getting to the point

14

that you filed your answer before Witness Campbell filed his

15

answers to (a) and (b).
And I think what you've just told me is, it's sort

16
17

of the answers, whatever they were going to be to (a) and

18

(b), you didn't consider important for you to answer what

19

you wanted to answer in (c).
Is that right?

20
21

A

I don't really see how (a) and (b) relate to (c).

22

Q

Well, I guess you could look at it one way, and

23

that is, if they were both confirmed, you wouldn't have to

24

answer.

25

A

Well, it says that if you cannot confirm either,
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1

but I didn't answer (a) and (b), so if that first part of it

2

is not applicable, I - - taking the rest of the

3

interrogatory, I can answer that easily.

4

Q

MR. HALL:

5

If you'll bear with me one minute, I

6

think I've completed my cross, but I just want to check a

7

few things.
BY MR. HALL:

8
9

10

-

Okay, thank you.

Q

Can you look at your response to KeySpan

Interrogatory 39-10(d), please?

11

A

Did you say (b)?

12

Q

D as in David.

13

A

Okay.

14

Q

And there you answer, in part, is, I believe the

15

Postal Service generally strives to use the most efficient

16

methods possible in all operations, balancing competing

17

considerations.

18

A

Right.

19

Q

And that is part of your job as a pricing witness;

20

isn't it, that there has to be fair and honest and efficient

21

management of the Service?
Isn't that what you base the rates and expect the

22

23
24
25

costs to be based on?
A

Well, they're based on the nine pricing criteria

of the Act. And my response to (D) was a general statement
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1

that the Postal Service strives to use the most efficient

2

methods possible, wherever.
And that's just even the most general terms, and

3
4
5

Q

Right. Well, would it surprise you that in the

6

case of QBRM, including high volume QBRM, that that's not

7

necessarily the case?

8
9

-

in all operations, I said, so - -

A

That the Postal Service does not use the most

efficient operations?

10

Q

Right.

11

A

It wouldn't surprise me if in certain instances,

12

which would come under balancing competing considerations,

13

in the interrogatory response, that maybe not all high

14

volume QBRM is processed in the most efficient way or method

15

possible, but maybe the most practical for whatever the

16

situation is.

17

Q

Well, let's say that some portion of a particular

18

kind of mail doesn't get processed in the most efficient

19

manner because another portion of the mail has to get out,

20

and it's deemed by the Postal Service that it's important

21

that it be handled in that fashion, right?

22

A

Okay.

23

Q

So, for example, the mail that didn't get

24

processed on, say, automation equipment, ends up being

25

processed in a manual operation?
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1

A

Okay.

2

Q

Now, do you think it's fair that the mailers who

I

3

didn't get their mail processed on automation should pay

4

some different and higher rate than mailers who were

5

fortunate enough to have the Postal Service decide to

6

process their mail on the automation?

7

A

Well, I'd actually need to see the outcome.

I

8

mean, did the - - was the service performed equally as far as

9

did they both receive the service that they had paid for?
Was one really faster than the other?

10

I think it

I'd need to be able to - - I'd have to be

11

would just depend.

12

able to view that with the considerations I have mentioned.

13

Q

Well, if we're talking about both pieces or both

14

types of pieces are First Class mail, right, what more would

15

you need to know?

c

16

17

A

And one is a BRM manually processed and one is

processed on automated equipment; is that correct?

18

Q

That's correct.

19

A

Okay, were they both returned to the mailer at the

20

same time, the recipient?

21

what the - -

22

Q

I mean, like I said, I don't know

Let's assume - - well, let's assume first that

23

there was no other mail in the mail stream for the QBRM

24

recipient that day.

25

A

I don't know how a determination would be made
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1

since I'm not an operations expert. So I really can't

2

answer to why something would have been done.

-.

I'm here to present proposals for the special

3

service, which by all indications was performed.
So that's what I can answer to.

Q

Okay, so you wouldn't inquire behind just the raw

cost numbers that you receive and say, hey, wait a minute,
if this reflects some anomaly here of the kind we've been
9
10
11

describing, maybe there's something that I should take into
account for pricing purposes?
If it's relative to the pricing criteria, I

A

12

haven't been - - it hasn't been demonstrated to me that it is

13

relative to the pricing criteria.

14

Q

Okay.

Now, you've taken in the case of high

c

15

volume QBRM, you've taken a unit cost of 2 . 0 5 cents that you

16

received from witness Campbell, and increased it to three

17

cents.

18

A

19
20
21
22

23
24
25

Yes, proposed to increase it to three cents,

exactly.

Q

Now if it were shown that the correct cost or the

appr priate cost was really, say, let's choose a number,

AYf cents, what would you do in that case?
A

I am not sure.

I would still have to get to that

situation and review it.

Q

Well, I am Mr. Campbell and I am putting it in my
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1

cost figures and here they are, and you don't want to know

2

about them, right?

3

them - -

4
5
6

-

A

Sure.

If you are not going to ask me about

He hasn't filed any errata to the cost

numbers that I am aware of.

Q

No, I am saying I am

--

we are doing a

7

hypothetical now.

8

as handsome or anywhere near as young, and my eyes aren't as

9

clear - -

I am Mr. Campbell, although I am not half

10

A

Neither am I.

11

Q

- - and I come to you.

I have all of a sudden been

12

fortunate enough to be hired by the Postal Service and they

13

have assigned me the task, some might say thankless, of

14

doing the special services costing, and I come to you and I

15

say, okay, I have done everything I am supposed to do and

16

here is my results, and for high volume QBRM, for which we

17

all agree because we talked about it, we are going to be

18

offering a different and separate rate, I have come up with

19

a cost of 1.7 cents.
So now what do you do?

20
21

A

Well, I'd first apply the contingency to it, the

22

2.5 percent contingency, then I would review that cost along

23

with the pricing, the rest of the pricing criteria again,

24

applicable criteria, and I might probably come up with the

25

same fee I proposed.
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I am pretty sure I would, but - -

1

2

3
4

Q

I'm sorry, could you complete the tail end of your

answer there?
A

I'm pretty sure I would come up with the same

5

proposal.

6

don't see any reason why I wouldn't come up with perhaps the

7

same thing.

8

Q

9

10

Well, would your choice be between going up to 2

cents or going up to 3 cents?
A

Yes.

Is that what you are saying?

I would probably add the contingency if it

11

is still under 2 cents, then I believe two options would be

12

2 cents or 3 cents, reasonable options.

MR. HALL:

13

-

I would still like to look at it again, but I

14

Chairman.

Those are all the questions I have, Mr.

Thank you very much, Ms. Mayo.
Thank you.

15

THE WITNESS:

16

CHAIRMAN GLEIMAN: That is for the entire day, of

17

course, Mr. Hall, is that right?

18

[Laughter.I

19

CHAIRMAN GLEIMAN: No, I know you are scheduled to

20

cross - M R . HALL:

21

22

Tidwell, I respectfully decline to answer.
CHAIRMAN GLEIMAN:

23
24
25

On the advice of my counsel, Mrs.

She keeps a lot of us out of

trouble.
Next is the Office of the Consumer Advocate.
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1

Dreifuss.
CROSS EXAMINATION

2

BY MS. DREIFUSS:

3
4

5

Q

for the Office of the Consumer Advocate.
A

Good morning.

7

Q

Among your many proposals is a proposal for

insurance fees.
Could you turn to your testimony at page 60,

9

10

please.

11

A

Okay.

12

Q

For the category "unnumbered to $ 5 0 " you proposed

13

-

I am Shelley Dreifuss

6

8

I

Good afternoon, Ms. Mayo.

a fee of $ 1 . 3 5 , is that correct?

14

A

That's correct.

15

Q

And that is a 5 9 percent increase from the current

16

fee of 8 5 cents?

17

A

That's correct.

18

Q

I think the proposed fee is 5 0 cents higher than

19

the current fee, is it not?

20

A

Yes, that's correct.

21

Q

You recently received errata for the unit costs

22

that underlie that fee from Witness Davis, did you not?

23

A

Yes, I did.

24

Q

Do you happen to have your Library Reference 168

25

with you today?
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1

A

I do.

2

Q

Could we look at page - - this would be Work Paper

I

33, page 1 of 4, both the older version and the revised

page, please.

7

A

I only have the revised page with me.

Q

Well, I am just going to talk about two numbers,

so that is pretty easy.

8

A

Sure.

9

Q

You can make a note on your copy if you need to

10

keep those in mind.
For unnumbered insurance, previously Witness Davis

11

-

12

had given you a unit cost of $1.26. That is the number you

13

don't have in front of you now.

14

A

Right.

15

Q

But the revised figure is 95 cents, is that

16

correct?

17

A

Correct.

18

Q

So it appears that the unit cost went down 31

19

Yes.

cents, is that correct?

20

A

Yes.

21

Q

Are you proposing to reduce the fee for unnumbered

22
23

insurance now by approximately that amount?
A

Well, no, I don't believe I can change the

24

proposal that was - - that these fees were approved by the

25

Board of Governors.
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1

Would you think it advisable for the Commission on

2

its own to incorporate this revised unit cost and then

3

recommend to the Governors a reduction in that fee?

4

A

Oh, definitely.

5

Q

Would it be more or less of a flowing through the

6
7

A

I am not quite sure I can answer that
I would still - - I feel that probably a

specifically.

9

reduction is in order.

11

12
13

Yes.

difference in the old number and the new one, would you say?

8

10

-

Q

I don't know if it should be the

exact amount as the cost reduction.

Q

If it where of that size though, that doesn't

sound improper to you, does it?
A

It might.

I would have to see what the resulting

14

cost coverage is, et cetera, and what the resultant fee

15

increase would be, so I can't really say, but I would not be

16

surprised or would not disagree with reviewing this new cost

17

figure in terms of recommending a fee.

18

Q

The fee that you do propose is 59 percent higher

19

than the current fee. That kind of increase is very, very

20

large compared to other proposed rate and fee increases in

21

this case, isn't it?

22
23
24

25

A

It is fairly large.

It was done just pretty much

to cover the cost of the service, yes.

Q

In fact, I checked Commission Order Number 1279

where the Commission summarized the average rate increase.
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1

They said it was 6.4 percent. Does that sound about right

2

to you, that that was the overall level of rate increase in

3

this case?

4

A

f

5

actually, yes, that would be for the rates, or the special

6

services I believe it is a bit higher.

7

Q

Now I did a back of the envelope calculation.

If

8

the Commission were to reduce your proposed fee of $1.35 by

9

approximately 31 cents I see that that fee would still be

10

increased maybe on the order of about 20 percent or a little

11

bit more.

12

average rate increase in this proceeding, wouldn't it?

13
-.

I don't believe - - I thought it was 6.5 but

14

A

17

It would be quite a bit higher than the 6 . 5

percent definitely.
With respect to the overall insurance though, I

15
16

That would still be quite a bit higher than the

d

have 21 percent as the insurance total increase proposed.

Q

Right, so if we flowed through that that

18

difference maybe we would wind up with the overall increase

19

in insurance or perhaps, I guess it might bring that down a

20

bit if we were to make that change.

21

A

Well, yes, it probably would bring it down, but I

22

don't - - here I hesitate to recommend myself that it be

23

brought down in real terms, the exact amount of the cost.

24

25

Q

Let's just look for a moment at the other unit

costs that changed, the one for numbered insurance. Now I

RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
ANN

(202) 842-0034

5677

-

1

know you have got the revised page in front of you.

2

A

Right.

3

Q

The unit cost for numbered insurance is $1.79 on

4

the revised page and I have it as $1.99 before it was

5

changed.

6

A

Right.

7

Q

Is that the basis for the proposed fee of

8

for $50-100 of insurance?
A

9

No, it's not.

The basis for that proposed fee is

10

the total cost, the total insurance cost that I got from

31

incremental and volume variable from Nancy Kayd, Witness

12

Kay$ "

13

-

$2.10

Q

Do you know how the $1.99 - - I'm sorry, the new

14

$1.79 unit cost figures into that total that you got from

15

Witness Kay ?

16

17

4

A

No, but I think Witness Davis would probably be

the one to ask about that.

18

Q

Okay.

19

A

Okay.

20

Q

For that coming up later. There is another

He may not thank you for that.

21

insurance issue that I wanted to mention or discuss with you

22

this morning, and it relates to the fees that are charged

23

for registered mail and those that are charged for

24

insurance.

25

Registered mail is available in combination with
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1

First Class or Priority Mail, is that correct?

2

A

Yes, that's correct.

3

Q

And insurance is available with Parcel Post, is it

A

Insurance is

4
5

not?
ress Mail, Standard

if

6

Mail B and Standard Mail that's irst Class or Priority Mail

7

rates.

'8

Q

'9

Standard B?

10

A

Correct.

11

Q

Okay.

12

13

And among those would be Parcel Post as part of

What kind of service is provided to

somebody who pays for registered mail?
A

Well, registered mail, that is a secured service

14

where it is signed for along every leg of the dispatch,

15

transportation, delivery as it passes from employee to

16

employee to employee along the way.

17

is kept in a secured area in processing centers and it is

18

signed for by the delivery employee,

19

taking it out on the street they would sign for it ahead of

20

time, take it out and then have to come back with the

21

delivery receipt signed, so it is accountable in that

22

respect"

23
24

25

It is signed for.

It

like if a carrier was

Q

The fee that is paid by the mailer includes

insurance, does it not?

A

If it is valued at a penny or over, yes, it
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1

2
3

includes Postal insurance.

Q

So for example if this item were lost as it moves

through the postal system, then the Postal Service would I
guess reimburse the mailer for the value of the article, the
declared value of the article?
Right, after the - - through a claims process, yes.

Q

And when a mailer purchases insurance, let's say

8

in combination with Parcel Post, they would get more or less

9

the same type of reimbursement, would they not?

10
11

12

-

A

A

As far as the claims go, yes, the declared value

of the article, it is my understanding.

Q

I wanted to just give you a couple of examples

13

that I have to admit don't make a lot of sense to me.

14

took a l o o k at the purchase of Priority Mail service with

15

registered mail, and just decided, f o r not particular

16

reason, to look at a five pound parcel to Zone 8. And I

17

will just ask you to accept these figures subject to check,

18

unless you have resources that you would like to consult.

I

19

A

Okay.

20

Q

As we are going through, to correct me if I am

21

wrong.

22

A

Yeah.

23

Q

But, anyway, what I found out was that a five

24

pound parcel to Zone 8, Priority Mail, would pay postage of

25

$7.60 and a registration fee of $ 1 2 . 1 5 , if we were talking
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1

about an article declared at $5,000 in value.

2

probably check me on the $12.75 registration fee. I know

'3

you have those materials.

4

A

Yeah, that would be over $5,000 to up to $6,000.

5

Q

Right.

6

So that mailer would pay $12.75 for the

registration fee, for this $5,000 article.

7

A

Right.

8

Q

Okay. Well, let's say it is a little over $5,000.

9

A

Yeah. Okay. Sure.

10

Q

And that came to a total of $20.35 when I added

11

-

You could

For something over $5,000.

the $7.60 to the $12.75.

12

A

Yes.

13

Q

And then I said, well, I will go ahead and compare

14

that to Parcel Post with insurance. And, again, I picked a

15

$5,000 article that I thought, it is a five pound parcel to

16

Zone 8, and Parcel Post, and that would make it an inter-BMC

17

parcel.

18

A

Okay.

19

Q

That would involve postage of $7.10 and, in

20

addition to that, these would be the insurance fees that I

21

would have to pay, and these are the ones that you propose,

22

I believe, $2.10 for the first increment, plus a dollar for

23

every hundred dollar increment above that, is that correct?

24

25

A

Right, for every hundred dollar value level above.

Sure.
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-

Q

1

Okay. S o , and since we are talking about a $5,000

2

item, I got

3

the

4

to you?

$7.10

$52.10

worth of insurance that I had to add to

Parcel Post postage.

Does that sound about right

5

A

Subject to check, that sounds about right.

6

Q

And the grand total is

$59.20.

And it seems to me

I

that these services are out of line because I can get

8

insurance by buying registered mail and I can save close to

9

$40 going that route.

If I buy a combination of Priority

10

Mail and registered mail to get my five pound parcel to Zone

11

8, I would save almost $40 over and above buying Parcel Post

12

with insurance. Has there been any consideration given to

13

try to somehow align these fees in a more sensible manner?

14

A

Well, when you consider the fact that the insured

15

mail volume is growing, and the registered mail volume is

16

declining, I don't know.

17

doing okay.

18

being so secure, the very nature of it, we don't really have

19

as many claims as we do in insurance. Therefore, the costs

20

are considerably lower, and, hence, a lower fee.

I mean it seems like insurance is

I can speak to the fact that registered mail,

I believe that there might be some mailers that

21
22

would choose insurance over registered and pay more for the

23

insurance because they can get it, maybe get it there

24

quicker.

25

can't use with registered mail.

They can use Express Mail, for example, which you

In fact, registered would
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be a bit slower as it goes through the system.

So, for

whatever reasons, mailers would opt to use insurance. And,
like I said, the volumes are increasing a lot and they are
in, with respect to the higher value, insurance ever since
the indemnity limit was raised.

Q

Now, I know you are not the witness who addresses

Parcel Post or Priority Mail, but from your general
experience with the Postal Service, you are aware, aren't
9
10
11

-.

you, that Priority Mail travels at a - - is a faster service
that Parcel Post, as a rule, isn't it?
It can be, I guess.

A

I don't know for sure, but I

12

imagine you could probably get a Priority Mail package and a

13

parcel to the same place at the same time perhaps.

14

Q

Well, how about my example of a Zone 8 parcel, do

15

you believe that a Priority Mail parcel going to Zone 8

16

would get there any faster than a Parcel Post parcel going

17

to Zone 8 ?

18
19
20

A

I am really not sure. But if you attach

registered to it, it is going to slow it down.

Q

Okay. Well, let's just assume, I don't know that

21

we have any firm figures in this record yet on how Priority

22

Mail service compares to Parcel Post, but let's just assume

23

for the sake of this series of questions that Priority Mail

24

service is faster than Parcel Post. Now, you mentioned a

25

moment ago t h a t registration, or the registered service
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might slow it down. Do you have any idea about how much
registration tends to slow down mail as it moves through the
system?
4

No, I don't.

I just know that it can't, due to

5

the nature of the service, for example, it can't be used

6

with Express Mail like insurance can.

7

Q

Are you aware of any figures within the Postal

8

Service that would reflect - - let me ask you first, any

9

precise measurements of how much registered mail adds to the

10

-

A

length of time for transportation delivery of an item?

11

A

No, I don't know.

12

Q

Do you know of any general information anywhere

13

within the Postal Service that would give me any idea of how

14

much longer it takes to move my item through the system if I

15

purchase registered mail, compared to that same piece

16

without it?

17

A

18

Yeah.

No, I don't know.

MS. DREIFUSS: Mr. Chairman, I would like to ask

19

Mr. Rubin, and with your indulgence, to provide any

20

information the Postal Service might have on any time that

21

is added to the transportation and delivery of mail if it

22

goes registered, if the Postal Service has such information.

23

CHAIRMAN GLEIMAN: Well, we ask Mr. Rubin to

24

convey your request to the Postal Service. And do you

25

understand - -
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MR. RUBIN:

That is a very broad request. Now, I

think we have - THE WITNESS:

Witness Kay was on, I think she

dealt with the cost for registered mail.
she knows

I don't know if

--

MS. DREIFUSS:

I don't know if this is a cost

question. Really, what I am asking for is more of a service
8

question than a cost question. And it may not even be a

9

witness in this proceeding, I would accept an institutional

10

answer if the Postal Service could provide it in that form.
CHAIRMAN GLEIMAN: Well, I will ask the Postal

11

-

12

Service to endeavor to determine whether there is any

13

additional time that is added on as a consequence of that

14

special service, and if not, they will let us - - if they

15

don't know or can't find out, they will let us know. And if

16

they can, we expect to have it, seven days.

17

MR. RUBIN: That's fine.

18

BY MS. DREIFUSS:

19

Q

Do you know whether window clerks are instructed

20

to inform customers when they express interest in purchasing

21

insurance, that registration may be - - registration

22

combinations - -

23

Well, let me go back for a minute.

Let's say a

24

customer comes up to the window and is prepared to buy

25

Parcel Post plus insurance.
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Do you know whether window clerks are instructed

1

2

to inform the customer that Priority Mail plus registry may

3

be a much cheaper alternative?

4

A

I'm not aware of the window clerk training.

5

Q

Do you think it would be a good idea to inform the

6

public that that is an option for them, if they're not well

7

aware of it at the present time?

8

9
10

A

clerks are very helpful in offering alternatives, all types
of alternatives, too.
So, I think not only is it helpful, I believe it's

11

-

Well, it's been my personal experience that window

12

a practice, although I don't know what the specific training

13

is, instruction in that.

14
15

Q

Well, this is anecdotal, but have you ever

purchased Parcel Post with insurance yourself?

16

A

Oh, yes, I have.

17

Q

Do you recall whether the window clerk mentioned

18

to you that Priority Mail plus registry might be a good

19

alternative for you?

20

A

Well, considering that whenever I have purchased

21

insurance it has been for lower value items, registered

22

would have been more expensive at the time.

23
24

25

So I don't recall ever being offered that

alternative.
MS. DREIFUSS:

Mr. Chairman, I might as well ask
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1

another question that is related to the first. Well, not

2

quite related, but related to this subject.

3
4

window clerks regularly make the public aware, whether they

5

are trained to make the public aware that for high-value

6

articles, Priority Mail or First Class mail plus registry

7

may be a much cheaper alternative?

8
9

10

-

Will the Postal Service inform the record, whether

CHAIRMAN GLEIMAN: Will the Postal Service please
provide a response to that question as to whether clerks are
trained to advise customers in that particular regard?

11

MR. RUBIN:

12

CHAIRMAN GLEIMAN:

13

MS. DREIFUSS:

14

COMMISSIONER GOLDWAY: Mr. Chairman, could I add

15

that could we ask the Postal Service, as well, to indicate

16

whether there anything on the POS-1 terminal that comes up

17

on the relative costs of insurance and registration?

18
19
20

Yes, we can check into the training.
Same timeframe, thank you.

Thank you.

You know, the POS-1 says best value on various
comparison?
CHAIRMAN GLEIMAN:

I am reluctant to answer for

21

the Postal Service, but having seen the POS-1, I don't think

22

that it gives you a cost comparison, but I could be wrong.

23

If that's what you're asking for, if it actually

24

25

gives a cost comparison?
COMMISSIONER GOLDWAY:

I think it does, yes.
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1

Okay, would you include that in your response, also, whether

2

the POS-1 terminal provides the clerk with cost comparison

3

information?
MR. RUBIN:

4

5

option?

6

COMMISSIONER GOLDWAY: Yes.

7

MR. RUBIN:

8

COMMISSIONER GOLDWAY:

9

THE WITNESS:

10

Yes, we will.
Thank

YOU.

Excuse me, Mr. Chairman.

I'd like

to ask for just a brief break.

11

CHAIRMAN GLEIMAN:

12

Ms. Dreifuss, could you tell me whether you have

13

-

On the insured versus registered

14

additional cross examination?
MS. DREIFUSS:

15

It's a different line.

16

confirmation next.

17
18

19
20

I have just a few more questions.
I'm going to ask about delivery

CHAIRMAN GLEIMAN:

MS. DREIFUSS:

I would think that this shouldn't

take more than five or ten minutes.
THE WITNESS:

22

CHAIRMAN GLEIMAN:

24
25

You want to give me a

timeframe?

21

23

Sounds like a good idea.

I can wait.
We'll push it for five or ten

minutes, but not beyond that.
MS. DREIFUSS: Actually, this is a convenient time
to take a short break, because I am ready to move on to
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-

1

another line of questions.
CHAIRMAN GLEIMAN:

2
3

to move things along today, but that's okay with me.

4

take a short break.

Thank you.

6

[Recess.1

7

CHAIRMAN GLEIMAN:

8

MS. DREIFUSS:
that.

I think I'll be able to stay within

I'll be honest today.

11

CHAIRMAN GLEIMAN:

12

MS. DREIFUSS:

13

CHAIRMAN GLEIMAN:

14

You're honest every day.

As I am every day.
Yes, every day, all the time,

whether in or out of the hearing room.
[Laughter.I

15
16

MS. DREIFUSS:

17

BY MS. DREIFUSS:

18

Ms. Dreifuss, for one line,

five to ten minutes, fire away.

9
10

We can

We'll take a five-minute break.

THE WITNESS:

5

-

All right, well, I was trying

Q

Thank you.

As part of your testimony, you propose to charge a

19

fee of 40 cents for manual delivery confirmation; is that

20

correct?

21

A

Let me see. For manual Priority?

22

Q

Yes, Priority Mail delivery confirmation.

23

A

Yes, that's correct.

24

Q

Now, are you the witness who proposes that no fee

25

be charged for electronic Priority Mail delivery
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confirmation or is that another witness?
Well, I believe that was part of - - that was sort

A

of part of Witness Robinson's testimony, that it's
electronic Priority Mail is included in the base price of
Priority Mail.

Q

Do you know what it is that a purchaser of manual

Priority Mail delivery confirmation gets that a purchaser of
8

electronic confirmation would not get that warrants the

9

40-cent fee?

10

Oh, well, my 40-cent fee is based on the cost to

A

11

the $&ice,

plus addressing the other relative pricing

12

criteria. They're a bit different.

13

As I have noted in my testimony in the description

14

part on page 5 5 , manual delivery confirmation is more geared

15

toward the individual customers; electronic is geared

16

towards business customers or high-volume mailers, because

17

they apply their own bar codes, and they also produce

18

electronic manifests to the Postal Service on the day of

19

mailing .

I

Electronic delivery confirmation customers can

20

21

only access the information electronically, and the manual

22

delivery confirmation customers can use the Internet or

23

toll-free number to call to receive the information.

24
25

Q

If an electronic delivery confirmation customer

had a question about a particular package, get on the
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-

-

1

Internet, let's say, and find that it hasn't been delivered

2

or there seems to be some information given on the Internet

3

that doesn't seem right, would there be anything to prevent

4

the electronic delivery confirmation customer from

5

contacting the Postal Service and inquiring about that?

6

A

Not that I know of.

7

Q

So it is possible that such a customer could call

8

your corporate call center, be routed there via telephone,

9

and eventually speak to a live person and say, what's going

10

on with my parcel?

11

right.

12

A

What I see on the Internet doesn't seem

Well, I don't know if they would call the

13

corporate call center, but I would actually probably call

14

the office where the package was mailed or, you know, where

15

it was entered into the mail stream.
I don't know if they'd know to call the corporate

16
17

18

call center.

Q

I see, but anyway, they might be able to speak to

19

a live person at the entry office, for example, and get a

20

little more information?

21

A

Sure.

22

Q

The unit cost that you use as a basis for the

23

40-cent fee, did those come from Witness Davis?

24

A

Yes, they did.

25

0

I don't know if you're familiar with his testimony
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1

to this extent, but at page

2

cost differences between electronic and manual delivery

3

confirmation for Priority Mail.

6
7

A

I have seen it. I don't have it with me, but,

yes, I've seen the table you're referring to.

P

Let me just present this to you, subject to your

8

checking it: He says that manual Priority Mail

9

it retail in this table

10

12

13
14

15

--

incurs about

20

--

he calls

cents of

acceptance costs.
Do you have any idea what kind of acceptance costs

11

--.

of USPS-T-30, he sets out the

Are you at all familiar with that table?

4

5

7

he had in mind?

A

No, I don't. He probably would be a good one to

ask about that, though.

Q

Let's just assume for purposes of this discussion

16

that what he may have had in mind - - I guess I'll establish

17

this with him later when I get to speak to him - - but let's

18

just assume for purposes of this discussion that what he had

19

in mind was the purchase of delivery confirmation at a

20

window.
Does that sound reasonable?

21
22

A

It sounds reasonable.

23

Q

Both electronic and manual Priority Mail both

24

incur a delivery cost. Do you know what happens to the

25

delivery cost for electronic delivery confirmation for
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-

1

Priority Mail?

2

A

No, I sure don't.

3

Q

But you do know that there is no fee involved?

4

A

Right, right, I know that it's part of the base

5

price for Priority Mail.

6

Q

Right.

7

A

I don't even actually address it in my testimony.

8

Q

Okay.

9

don't know what that i s .

10

to him about that later.

12

I

It's less than a cent. I can talk

Then there's a 13-cent unit cost for corporate

11

call management.
Do you have any idea what that might involve?

13

-

There is a very small Postmaster's cost.

14

A

No, I sure don't. Is that from Witness Davis?

15

Q

That's also from Witness Davis.

16

A

Yes, I guess I'd ask him.

17

Q

Well, let's assume for purposes of this

18

conversation, what that involves is somebody who doesn't

19

have access to the Internet, calling the Postal Service to

20

inquire about - - they use their delivery confirmation number

21

to inquire about the status of that piece.

22
23

And then there are some other incidental costs
that aren't worth discussing.

24

Did you give any serious consideration to making a

25

no-charge electronic delivery confirmation service available

RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
ANN

5693

-

1
2

No, I did not.

A

The only consideration I gave was

3

extending delivery confirmation to Standard Mail A, the

4

electronic version to residual shape surcharge pieces.

5

Do you know, if individuals were to acquire - - I

Q

6

won't say purchase, because if it's free, there's no charge

7

involved - - but if individuals were to order or require

8

delivery confirmation over the Internet, does it sound like

9

the window clerk cost, if there is any, would be avoided in

10
11

-

to individuals?

that way?
A

I'm not really sure. I guess it sounds plausible,

12

but I would probably want to - - I'm not a costing expert.

13

You know, delivery confirmation is a really new

I mean, it's been around for about a year, so in

14

service.

15

making my proposals, I pretty much stayed with what we had,

16

and saw an opportunity f o r , easily, for Standard A

17

electronic, but just kept what we had already in place.
I think that as we go along, we'll be able to see

18

19

more about the product and how it performs and who

20

potentially - - other potential users might be, but right

21

now, it's still, I think, too e a r l y to t e l l .

22

Q

Do you know whether, if one has access to the

23

Internet, you can be kept abreast of the status of your

24

delivery confirmation piece?

25

A

I'm actually not familiar with that.
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1

don't have the Internet at home, and I haven't used delivery

2

confirmation myself, either electronic or manual, so I

3

wouldn't know.

4

I

-

5

maybe track is not the right word; that's used for another

6

service

7

delivery status of a delivery confirmation piece over the

8

Internet, do you know whether the corporate call management

9

costs might be avoided in that way?

--

but if one were to keep oneself informed of the

I guess I'd ask Witness Davis.

10

A

I'm not sure.

11

Q

He'll have another thing to thank you for.

12

A

Yes.

13

Q

The OCA became aware of a service that I'm now

14

going to make you aware of, and Commissioners, and everybody

15

in this room, a service available at www.smartship.com.
And I'll tell you a little bit about what we found

16

11

when we went to that Internet site.
Smartship.com released - - made a press release

18

I

Do you know whether, if one were to track - - or

Q

19

that indicates that smartship.com users can produce a

20

Priority Mail label online with delivery confirmation, and

21

can print it on their standard laser printers using plain

22

paper.

23

And a member of our office, Mr. Gerarden, as a

24

matter of fact, tested it out. And, indeed, in signing up

25

for this service, he was able to print out a Priority Mail
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delivery confirmation label.
It appears to have a unique delivery confirmation
number, and this was all done at no charge to him.
The label simply says affix $ 3 . 2 0 postage here,

'4
5

which I believe is the Priority Mail postage, and does not

6

reflect any additional charge for delivery confirmation.

7

Are you aware of any services like that on the

8

Internet where one can acquire a delivery confirmation

9

number and label for free?

10

A

I know the Postal Service provides delivery

11

confirmation labels for free. But I'm a little nervous when

12

you say $ 3 . 2 0 .
I mean, what if it weighs more than whatever the

13

-

No.

14

two-pounds - - I guess that's the two-pound rate.

15

that familiar with Priority Mail; that they would just

16

assume.
I question the reliability, in other words,

17

18
19

I'm not

without seeing it.

Q

Sure. As I understand it, when one uses this

20

service, you would give details about the package that was

21

- - to which this label would be affixed, for example, it's

22

weight.

23

So I guess you would have to go to the effort of

24

weighing it, which one would have to do in any event, or at

25

least bring it to the Postal Service to make sure that it
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1

was

--

that the postage was correct.

2

A

Right.

3

Q

And then of course the Postal Service could affix

the postage to it.
A

Right.

n

There is no requirement that the customer do that.
MS. DREIFUSS:

Mr. Chairman, just for the

8

edification of those of the bench, the witness and Postal

9

Service attorneys, I would like to just hand out some of the

10

information we were able to obtain at that site, if you have

11

no objection to it.
CHAIRMAN GLEIMAN:

12

You are not asking anything go

13

in the record?

Because if you are not asking anything go in

14

the record, you can hand out whatever you want in our

15

hearing room, within reason.

I

MS. DREIFUSS:

16

Well, first let me hand it out and

17

then I may ask - - I will not be asking that it be moved into

18

evidence. I do think it might be useful though to have it

19

transcribed at this time so that anyone who is reading my

20

oral cross examination would have a better understanding of

21

what I was talking to the witness about.
If the Postal Service has no objection and you

22
23

don’t, then I would ask that that be done.
CHAIRMAN GLEIMAN:

24
25

I would like to see what it

1s - -
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MS. DREIFUSS:

Certainly.

CHAIRMAN GLEIMAN:

--

because you have made

reference to a press release and then you made reference to
something that Mr. Gerarden obtained off of the Internet.
MS. DREIFUSS: Right. There are two different
sheets of paper here.

One is a press release and the other

7

is an example of a Priority Mail label with delivery

8

confirmation Mr. Gerarden printed.
[Discussion off the record.]

9

CHAIRMAN GLEIMAN:

10
11

Let's mark it as a cross

examination exhibit, okay>
MS. DREIFUSS:

12

I will certainly do that.

I will

13

call the press release or label it OCA/Mayo-XE-1 and then I

14

will label the printed Priority Mail with delivery

15

confirmation label the same way but as number two.
CHAIRMAN GLEIMAN: Okay.

16

Counsel, I see no reason

17

not to have it transcribed into the record as a cross

18

examination exhibit and I so order.
You have provided two copies to the court

19
20

reporter?
MS. DREIFUSS:

21

I am about to do that.

I just need

22

to label two copies and I will be doing that in just a

23

moment.
[OCA/Mayo-XE-land OCA/Mayo-XE-2

24

were marked for identification,

25
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1

received into evidence, and

2

transcribed into the record.]

3
4
5
6

7
8
9
10

11
12
13

-

14
15
16

11
18
19
20

21
22
23
24

25
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SMARTSHIP.COM GAINS APPROVAL FROM
UNITED STATES POSTAL SERVICE FOR INSTANT
PRINTING OF PRIORITY MAIL LABEL WITH
DELIVERY CONFIRMATION
Industry Leader in Web-Based Multi-Carrier Shipping First to
Offer USPS Priority Mail Product

Company Info

t About Us

t Press Room

t Employment

t Map 8 Directions

t Privacy Statement
t Security Statement
Partner With Us

t ClickRewards
t integrate Smartship
into your Web site!

t Refer A Friend!
t Register

IRVINE, Calif. - March 30,2000 - SmartShip.com.
(www.smartship.com) a Web-based resource that provides fast,
personalizedshipping information and services to businesses and
consumers, announced today that the company has recelved
approval from the United States Postal Service (USPS) to
electronically produce Priority Mail labels with Delivery Confirmation
on the SmartShip.com Web site without timeconsuming s o h a r e
downloads.
At SmartShip.com, users can accomplish several tasks associated
with shipping a package via Priority Mail. By entering the zip codes
of the departure and arrival cities of a package, users are able to
compare Priority Mail service with other delivery services. including
pricing, transit time, drop off locations and deadlines. They can also
purchase excess shipping insurance with just a few mouse clicks.
SmartShip.com users can prodJce a Priority Mail label Online w'tn
Delivery Confirmallon and can print it on their standard laser
printers using plain paper. Once they have affixed the indicated
postage ana snipped their package, users can send and receive
emai. notifications about the status of the package. They can also
keep a log of all their Priority Mail shipments.
"SmartShip.com customerr now have access to a broader range of
services designed to help businesses and consumers streamline
their shipping process and thereby save time and money." said
Mark Hawkins. vice president of marketing, SmartShip.com.

About SmartShip.com
SmartShip.com. located in Irvine, Calif., was incorporatedin
November 1997 with the goal of creating a sophisticated search
engine for the shipping industry. Users of this resource areable to
compare services, deadlines and prices that match their shipping
requirements. Within the United States, SmartShip.com customers
can now pay for packages online and arrange to have packages
picked up and delivered, without having to use the telephone. For
more information on SmartShip.com, interested parties may call
1-949453-9669 or visit www.smartship.com.
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Save Time & Money with SrnartShip.com!
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Fold and Cut here
Instructions:
1) Print this airbill by pressing your browser's "Print" button.
2) Fold airbill in half or cut along above line.
3) Securely affix airbill to package with tape or other adhesive.
4) Affix the indicated postage In the space provided.
5) Drop offthe package at any USPS drop box or Post office.
6) Press the "Continue" button on the bottom of this page.
Thank you for using SmartShip.com!

DO NOT PHOTOCOPY
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BY MS. DREIFUSS:

Q

Does it seem like it might be feasible for the

Postal Service - - I know you have had just a moment to look
this over and I can understand if you are not prepared with
5

an answer right now but does it seem that it may be feasible

6

for the Postal Service to offer a similar kind of delivery

7

confirmation label at its Internet site along the lines of

8

the SmartShip.com label that you have in front of you now?

9

A

As you said, I really haven't had enough time to

10

review this yet.

In fact, I was trying to look for my

11

own - - a copy of a delivery confirmation label, which I know

12

I have got a copy of somewhere.

I am still a bit concerned about this.

13

I mean f o r

14

electronic - - did somebody provide like a manifest to the

15

Postal Service of this, o r I mean did it meet the

16

requirements of electronic delivery confirmation?

17
18

19

20
21

Q

What are the requirements of electronic delivery

confirmation?
A

Well, I just here you have to apply your own

barcode and provide a manifest on the day of mailing.

Q

To the best of my knowledge I do see a barcode.

22

Now I have not - - on this cross examination exhibit I do see

23

a barcode.

24

people amaze me and they can actually look at a barcode like

25

that and they know what numbers they are seeing.

I am not able to read barcodes.

Some are.
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It appears that it may be the unique delivery

1
2

confirmation code.

3

A

But again I am wondering about a manifest.

4

Q

Right.

5

turn your attention a moment from the label to the press

6

release.
Now this is SmartShip.com's representation.

7

-

It appears that the press release, if you

I

8

haven't asked the Postal Service to confirm this, although

9

maybe I will in just a moment, but at any rate SmartShip.com

10

makes the claim in its press release that it is gained

11

approval from the Postal Service for instant printing of

12

Priority Mail label with delivery confirmation, so I would

13

suggest to you that whatever Mr. Gerarden printed here meets

14

with the Postal Service's approval.
Did you have any reason to believe differently?

15
16

A

Yes, I do actually.

It says here "electronically

17

produce the labels." Yes, I - - I don't have a problem with

18

that, but I am not sure if it still is accurate to put on a

19

piece of Priority Mail and assume that you can just send it

20

out, because like I said I still don't know about the

21

electronic manifest, but, you see, you have caught me here

22

just giving me this right off the cuff.

That's

--

23

Q

I do understand that.

24

A

I don't - - I would like to - - actually, approval

25

from the United States Postal Service, that's what they say.
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Who did they - - the carrier came by and said "Would this
look good to you?"

"Yeah." Is that what they deem as

I really don't know what this means.

approval?

I would like to check it out a little bit further
before I could verify the reliability or accuracy of this,
but as far as labels go, it's probably fine as far as a
label goes.
Can it be used without the electronic manifest?
9
10

Q

Your impression is that this label wouldn't be

11

sufficient, that an electronic manifest would also be

12

necessary?

13

-

don't think s o , but then I need to check.

14

15
16
17

A

Well, that is my understanding of electronic

delivery confirmation.

Q

Do you know what information is contained on an

electronic manifest?
A

NO, I sure don't but then I don't sponsor

18

electronic delivery confirmation for Priority Mail in my

19

testimony.

20
21

Q

You do have a proposal for electronic delivery

confirmation for Standard Mail, don't you?

22

A

Right, for Standard Mail B and A both.

23

Q

Is an electronic manifest necessary for Standard

24
25

Mail B delivery confirmation?
A

You know, I believe so.

I believe so.
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MS. DREIFUSS: Mr. Chairman, would you mind if I
asked the Postal Service, make another request or two at
this time?
One is to find out what is contained on an
electronic manifest, because MS. Mayo was not able to answer
that at the present time.
The other is if the Postal Service could simply

-

8

state whether SmartShip.com has truthfully and accurately

9

reported that this service, an example of which is the label

10

that Mr. Gerarden printed out, whether they have truthfully

11

and accurately reported that the Postal Service did approve

12

use of the service in the way described in their press

13

release.

14

15

16

MR. HOLLIES: Mr. Chairman, with respect to the
latter, the Postal Service is prepared to so stipulate.
The Commission itself has some familiarity with
This

17

Shipping Online, stemming from Docket Number MC98-1.

18

is the self-same descendant of that Shipping Online, and we

19

do indeed partner with the firm identified on the materials

20

that have been circulated.

21
22
23

MS. DREIFUSS: Well, I am very grateful of course
for the stipulation.
CHAIRMAN GLEIMAN:

So now we only need one more

24

bit of information from the Postal Service and that is what

25

type of information is involved or is required or is on an
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1
2

3

electronic invoice?
MS. DREIFUSS: And electronic manifest, I believe
the witness called it.

4

CHAIRMAN GLEIMAN: Manifest.

5

MR. HOLLIES:

To pick up again on that, that

6

partnership involves a manifest that is ultimately shipped

7

to the Postal Service electronically. That is the nature of

8

the partnership.

9

was going to say physical but electronic components of a

10
11

12
13

That does not yet tell us what the - - I

mani€est are.
CHAIRMAN GLEIMAN:

Mr. Hollies, let me interrupt

at this point in time.
Inasmuch - - and I don't dispute any of the

I know that you are

14

information that you are giving us.

15

very familiar with the area that we are talking about

16

because of your involvement as counsel for the Postal

17

Service in the Mail Classification docket that you cited and

18

your other activities at the Postal Service.

19

However, you are not under oath and I think that

20

the best thing to do is for the Postal Service to provide us

21

information in an institutional response, if necessary, that

22

explains just what goes on under the guise of the strategic

23

alliance or partnership or however you might characterize it

24

with SmartShip.com and if you believe that it is different

25

than how it has been discussed herein the Commission
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1

proceedings you can make those points or the Postal Service

2

can make those points in its response.
So let's look for a written institutional response

3
4

-

from the Postal Service within seven days.

5

I would note, in looking at this, that the press

6

release does indicate that Smartship.com, and I don't know

7

all the details, gory and otherwise, about this company and

8

its relationship with the Postal Service, and I don't mean

9

to suggest that there is anything untoward by use of the

10

term "gory details," but it does indicate that, you know,

11

the press release is aimed at parties in the shipping

12

industry, and it is not aimed at individual private citizen

13

mailers.

14

that.

15
16

And I think it is important for us to appreciate

But please provide - - have the Postal Service
provide that additional information.

17

Ms. Dreifuss.

18

MS. DREIFUSS: Well, I appreciate your

19

cooperation, Chairman Gleiman and the Postal Service.

20

have no further questions.

21

THE WITNESS:

22

MS. DREIFUSS:

23

I

Thank you.
And the witness, too, for that

matter. Thank you.

24

THE WITNESS:

Thank you.

25

CHAIRMAN GLEIMAN: Mr. Rubin.
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MR. RUBIN:

What items were asked at the end

.L

there?
CHAIRMAN GLEIMAN: We want, in effect, one item
from the Postal Service.
one item if you wish.

I mean you can make it more than

You can divide each page of the

response into different items, I don't care exactly how you
do it.

-

But we would like some type of response from the

8

Postal Service within seven days that describes electronic

9

manifesting and also the relationship information that Mr.

10

Hollies was gracious enough to attempt to offer us, not

11

under oath.

12

MR. RUBIN:

13

CHAIRMAN GLEIMAN:

14
15
16

Thank you.
Thank you, and I appreciate

your cooperation, too.
MS. Dreifuss did I understand that that concludes

your cross-examination?

17

MS. DREIFUSS: Yes, sir.

18

CHAIRMAN GLEIMAN:

Is there any follow-up?

19

[No response I

20

CHAIRMAN GLEIMAN: If there is no follow-up, that

21

brings us to questions from the bench. Are there questions

22

from the bench?

I

23

COMMISSIONER OMAS:

24

COMMISSIONER LeBLANC:

25

CHAIRMAN GLEIMAN: Stereo, it's great.

Yes.
Yes.
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1

member of the panel is going to defer to his colleague.

_.

2

COMMISSIONER OMAS:

3

CHAIRMAN GLEIMAN:

4
5

-

To the junior.
Commissioner Omas, if you have

questions, please proceed.
COMMISSIONER OMAS: MS. Mayo, regarding the

6

proposed rewrite of special services section of the Domestic

7

Mail Classification Schedule, your testimony included the

8

following statement on page 165, "The rewrite also proposes

9

to eliminate the long listing of services that are available

10

in conjunction with other services. Instead, for each

11

special service, the list would be limited to ancillary

12

services, that is, those services which have the first

13

service as a prerequisite."

14

At page 166, you go on to say, "Instead of listing

15

all the special services that are available together, a

16

statement is added for each special service." That

17

"Additional special services may be available as specified

18

by the Postal Service. With the increased number of special

19

services, the interaction between them, the Postal Service

20

believes that listing of services that may be offered

21

together should be done in the Domestic Mail Manual."

22

What concerns me is that some might thing that the

23

increased number of special services and interactions might

24

cut the other way.

25

maybe we need to consider revisions that would make

That is, instead of eliminating lists,
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1

availability and interactions more clear. And to do this in

2

both the DMCS and the DMM. Do you see any reason why this

3

information should not be included in the DMCS?

I

THE WITNESS:

4

‘K

5

probably more a matter of simplicity, that if the DMCS notes

6

that, yes, there are services available, there might be

7

you know, there are services available, and then the DMM

8

would list the services.

9

accurate, I feel, in stating that there are services, and

--

It is still the DMCS would be

10

then the DMM would allow for the specifics, which is why the

11

suggestion is in here.
COMMISSIONER OMAS:

12

-

Well, I think I state h e r e 9 I

Also, this proposal seems to

13

mean that many possible future developments would have no

14

direct or explicit recognition in the DMCS.

15

correct assumption?

16

THE WITNESS:

Is this a

Well, I can see how you might view

17

it that way, but I believe that they still would be listed

18

in the DMCS - - or, I ’ m sorry, I meant they would still be

19

listed in the DMM as far as under special services

20

available. Yes, that might be available. And I think they

21

would be listed, there would be sections, if appropriate, in

22

the DMCS.

23
24
25

COMMISSIONER OMAS: What do you mean by “if
appropriate”?
THE WITNESS:

Well, I mean if there was a new
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-

1

service. Let's say, if the proposal to extend delivery

2

confirmation to Standard mail A were there in DMCS, it might

3

list under delivery confirmation Standard mail A, electronic

4

or whatever.

5

applicable.

Then that would be what I meant by if

6

COMMISSIONER OMAS:

7

THE WITNESS:

8

CHAIRMAN GLEIMAN:

9

COMMISSIONER LeBLANC:

Right.

Thank you.

You're welcome.
Commissioner LeBlanc.
I may be senior in number

10

of years here, but I am still the youngest guy on the bench.

11

And better looking.

12

am not either.

I am just kidding with you. Oh, no, I

13

[Laughter.1

14

COMMISSIONER LeBLANC:

15
16

Okay

One for me on that one.

~

In your colloquy with Mr. Hall, I want to clarify

17

something for me here, please.

18

cents for what particular reason?

19

THE WITNESS:

You went from 5 cents to 3

Well, based on a per piece cost that

20

would yo down for higher volume mail, and then a rating cost

21

and a billing cost that would be included in the - - which is

22

the premise for the quarterly fee, so, therefore, it is - -

23

right now, well, actually, if the proposal was recommended

24

and approved, the QBRM mailers would have two options.

25

mean is a choice. They could always stay with the 5 cent
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1

per piece, but based on the cost from Witness Campbell,

2

there is - - I based a

3

for QBRM high volume, along with a monthly - - excuse me, a

4

quarterly fee to do the billing.

_-

I'm sorry, a

3

cent proposed fee

COMMISSIONER LeBLANC: But the quarterly fee

5

6

wasn't based on anything, that was just a figure that you

7

picked.
THE WITNESS:

8

9

Well, actually, I mean he has got a

cost.

10

COMMISSIONER LeBLANC:

11

THE WITNESS:

12

COMMISSIONER LeBLANC:

13

-

$3 - -

I mean that is my dilemma.

Sure.
I wasn't sure when I was

reading it how that came to be as part of that.
THE WITNESS:

14

Sure. Because when you take the two

15

side-by-side,I mean in terms of the fee itself, you could

16

pay

17

But at some point above that breakeven, it would be cheaper

18

for the BRM mailers to use the high volume.

19

40

percent less, but you would pay a quarterly fee also.

COMMISSIONER LeBLANC: And when Mr. Hall asked

20

you, towards the end of the colloquy there, about using

21

actual numbers, I don't want to misconstrue what you said,

22

but, basically, if I understood it properly, I probably

23

wrote it down wrong, but, in effect, you just didn't have it

24

available to you at the time. You weren't aware of it. And

25

then, therefore, you used what you had available, but don't
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1

want to go back, or it was too much - - I mean what was the

2

rationale there?

I

THE WITNESS:

3

4

about the number of mailers that would take advantage of the

5

proposed quarterly fee.
COMMISSIONER LeBLANC:

6
7

9

That's correct.

That's

correct.
THE WITNESS:

8

Yeah.

Yeah, I did that based just

on calculations from the volumes I had.

And then also I

10

think another point of contention might have been the

11

migration of how many mailers would be going, I mean how

12

many pieces would be going.
COMMISSIONER LeBLANC: How many pieces would be

13

-

Oh, I believe if we were talking

14
15

moved.
THE WITNESS:

Right.

Right.

And there again, I

16

used what I felt at the time was the best assumption based

17

on the Prepaid Reply Mail Proposal in R97, migration from

18

that, the same - - assuming the same 1 / 3 - 2 / 3 split.

19

COMMISSIONER LeBLANC:

So then the last part would

20

be then, did I a l s o understand you, when I asked you about

21

the integer effect, that that was a management decision?

22

Was that your decision not to go with a half or some median

23

point integer, o r it was just something that fell out, and

24

you just either

25

scenario that unfolded?

--

you went up or you went down based on the
Because what I am - - excuse me f o r
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-

1

interrupting you, but what I am thinking about is the 1.7

2

versus whatever it may be.

3

cents, then do you stay there?

4

decision?

5

does that fall?

6

I mean who makes that

Is that an arbitrary decision on your part?

THE WITNESS:

Right.

How

Okay. Yeah, that would be

7

the fee design, which is something that I did, and that

8

would be, of course, based on looking at a new cost, at a

9

suggested revised cost perhaps, balancing it with the other

10

11

-

In other words, if it goes to 2

pricing criteria.
COMMISSIONER LeBLANC: But in that regard, you

12

wouldn't yo to a half-cent or a quarter-cent integer, you

13

would stay with the full integer?

14
15

THE WITNESS:

Yes, I would stay with the whole

cent rounding constraint.

16

COMMISSIONER LeBLANC:

17

THE WITNESS:

For what reason?

Well, because there have never been,

18

historically, presently, and proposed any fractional fees

19

for the special services.

20

COMMISSIONER LeBLANC:

Okay.

21

THE WITNESS: And it still with the whole cent

22

gives, in this case, the cost coverage is still quite a bit

23

below the system-wide average for the QBRM.

24
25

COMMISSIONER LeBLANC:

Thank you for that

clarification.
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1

Thank you, Mr. Chairman.
THE WITNESS: You're welcome.
CHAIRMAN GLEIMAN: I am a couple up on you because
I have the Internet at home and I have used delivery
confirmation, and sometimes it works real well.

Sometimes

you get odd results.
MS. Dreifuss asked you a question earlier on about

-

8

if you were concerned and you wanted to check on the

9

delivery status of a parcel and the exchange that went on

10

had to do with whether you called the corporate call center.

11

And my recollection is that you said that you would

12

recommend that people call the entry office where they took

13

the parcel?

14

THE WITNESS: Yes.

15

CHAIRMAN GLEIMAN:

Can you tell me where you get a
Because my phone book has

16

phone number of an entry office?

17

a bunch of 800 numbers for every Post Office in the

18

metropolitan area that I live in, and it directs me to the

19

call center.

20

THE WITNESS:

It is frustrating. Yeah, the only

21

reason why I said that, just logically, in my mind, I would

22

go with where I entered the mail piece into the mailstream.

23

Just for me, with the last place I saw is where I would

24

start investigating. But I can understand your frustration

25

because I don't know how to - -
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CHAIRMAN GLEIMAN:

It is not a matter of

frustration, I just check on my - - you know, I get up on the
Internet and check whether things have been delivered or
not, or if I am sending an Express Mail package, where they
5

are in the system. But I was just kind of curious and

6

wanted to make clear that, to the best of my knowledge, it

7

is nigh impossible these days to call directly to your local

8

Post Office or substation or whatever, unless you have a tin

9

can, a couple of tin cans and a string that you have

10

-

stretched from the last time you were there.

11

THE WITNESS:

Yes.

12

CHAIRMAN GLEIMAN:

So

I just was kind of curious

13

if there was something I didn't know and others didn't know

14

that they ought to know.

15
16

I have no further questions. Any follow-up
questions from the bench?

17

[No response I

18

CHAIRMAN GLEIMAN:

~

If not, that brings us to

19

redirect. And Mr. Rubin, I am not going to ask you if you

20

want any time, I am going to give you until quarter to

21

not that I think you are going to have any redirect at all,

22

or that it is going to take that much time, but I thought

23

that we would double-up on the time we give you for

24

redirect, or preparing your witness for redirect and lunch.

25

2:00,

But let me just say that when we do finish with
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1

this witness, if we can determine that there is a witness

2

who is scheduled for today for whom there will be no oral

3

cross, we will then move to that witness. There is one

4

potential witness, I think, in question here, and that is

5

possibly Witness Kaneer, and I don't know, my assumption is,

6

based on what I have heard this morning, that there will be

7

some cross-examination for Witness Davis. But it does not

8

appear at this point, at least that I am aware of, that

9

there will be any oral cross for Witness Kaneer.

...

If someone is interested in oral cross for Witness

10

-

11

Kaneer, please let us know when we get back from lunch.

12

Otherwise, when we finish, when Witness Mayo completes her

13

appearance, we will move to Witness Kaneer, get his

14

testimony into the record, and then proceed with the regular

15

order to Witness Campbell, and then Witness Davis.
And with that, I have one more comment, and that

16
17

is that Commissioner LeBlanc is clearly the youngest. He

18

also, clearly, as you noted from my gesture, has the least

19

hair.

20

does not grow on a busy lawn, and it appears that my

21

colleague has the busiest lawn around here.

22

doesn't mind a little jesting, he does it himself sometimes.

23
24

25

However, I want to note that we all know that grass

I know he

But enjoy your lunch, and we will see you back
here at quarter to

2:OO.

[Whereupon, at 1 2 : 4 5 p.m., the hearing was
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1

recessed, to reconvene at 1:45 p.m., this same day.]

2

3
4

5
6

7
8
9

10
11
12

13

-

14
15

16
17
18
19

20
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22
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25
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AFTERNOON SESSION

1

[1:48p.m.1

2
3

Before I ask you the magic

4

question, Mr. Rubin, during the break, it was determined

5

that there is no cross examination for Witness Kaneer, and

6

that there is but a very little bit of cross examination for

7

Witness Davis from one party, the OCA. At least that is my

8

understanding.

9

-

CHAIRMAN GLEIMAN:

If my understanding is incorrect, if there is

10

anybody else in here that wants to or plans to or would like

11

to cross examine either Witness Kaneer or Witness Davis,

12

please speak up.

13

[No response.I

14

CHAIRMAN GLEIMAN:

15
16

Having not heard from anyone

else, here is the gameplan for the rest of the day:
Once we excuse Witness Mayo, we will move to

17

Witness Kaneer and get his testimony into the record. Then

18

we will move to Witness Davis, and we will do whatever

19

cross, which we hope is minimal.

20

Ms. Dreifuss told us this morning that she was

21

honest, and I believe her when she says it's only a couple

22

of minutes.

23

doesn't necessarily mean two.

24

25

It depends on how you define "couple," and it

And after we finish with those two witnesses, then
we will move to Witness Campbell, and I will leave it up to
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1

the three parties who are here, at least I believe are here,

2

and who have indicated at a desire to cross examine that

3

witness as to whether they want to change the regular; that
is, alphabetical order.
I think that one party has indicated they have
extensive cross examination, KeySpan Energy, and if my
recollection is correct, without looking at my cheat sheet,

8

they are in the middle of the three.
So maybe there will be some arrangements to allow

9
10

the other party to proceed first.
MR. HALL: We would be happy to do that, for any

11

12

party.
CHAIRMAN GLEIMAN:

13

-

14

let you all confirm that that's what we're going to do.
Mr. Rubin, you've had an hour, and I'm sure that

15
16

you thought up lots of questions to ask on redirect
MR. RUBIN:

17
18

Well, when we get there, I'll

Not too many, but I do have a few.

Whereupon,
SUSAN w. MAYO,

19

20

a witness, having been previously called for examination,

21

and, having been previously duly sworn, continued to be

22

examined and continued to testify as follows:
REDIRECT EXAMINATION

23

BY MR. RUBIN:

24

25

Q

Ms. Mayo, Mr. Hall asked about the possibility of
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-

1

fractional cent fees for qualified business reply mail.
Was rounding to a whole cent a significant factor

2

3

in your choice of a three-cent fee for the high-volume

4

qualified business reply mail?

5

A

6

proposal was the cost coverage that the proposed three-cent

7

fee leads to, which I think I had mentioned before was a bit

8

below the systemwide average in this proceeding.

9

Q

Near the close of his cross examination, Mr. Hall

10

asked, in essence, why QBRM should pay higher fees because

11

other First Class mail may have bumped QBRM from automated

12

processing.
Would this type of resource allocation choice be

13

-

No, it wasn't. Perhaps more important in my

14
15

unusual in the Postal Service?
A

Well, I don't believe so, necessarily.

It's my

16

understanding that the Postal Service makes decisions based

17

on the best order with which to process mail based on the

18

situations, various situations and offices.

19

And with respect to available resources, that sort

20

of thing, I mean, a decision can be made to defer something

21

over something else.

22

But I guess probably most importantly is that my

23

fees are based on, in part, in large part, on the costs

24

which are measured as they are incurred, and not as they

25

theoretically as something theoretically could be processed,
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1

2
3

but actually how it does actually occur.

Q

The OCA asked you about the effect of Witness

Davis's 31-cent reduction in unnumbered insurance costs on
your proposed fees.
Would that reduction support an equal 31-cent
reduction in the unnumbered fee?

7

A

I'm not sure if I made

8

myself clear on that, but I - - in absolute terms, I don't

9

believe so, because when I designed the unnumbered insurance

10

fee to begin with, I mitigated the fee increase, based on

11

the cost being so much higher.
And now that the cost has been determined to be

12

-

No, I don't believe so.

13

considerably lower, I don't feel that that type o f

14

mitigation would actually be necessary; that the other

15

pricing criteria could be addressed, and a different cost

16

coverage should be considered, I feel.

17

Q

There was also some discussion about the choice

18

between sending a parcel Parcel Post insured, versus

19

Registered Mail Priority.
If a customer brings a package to the window to

20
21

send as insured Parcel Post mail, will that parcel

22

necessarily qualify for registered mail?

23

A

No.

At the window, there could be different

24

determinations as to why it wouldn't. You can't just bring

25

a package in and say I want to mail this registered, if
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you've got - For example, if there is a glossy surface on it,

2
3

such as the glossy tape where they would need to put the

4

stamp, that wouldn't be eligible for registered mail.
You couldn't use Tyvek packaging or even the

5

6

Postal Service's Priority Mail packaging, for example, or,

7

let's see - -

8

Also, depending on how secure the package was, if

9

it wasn't taped securely or secured in a fashion that would

10

be - Registered is fairly restrictive on what - - on the

11

-

12

packaging requirements, so you can't just take any kind of

13

parcel and just bring it in and register it at your whim.

Q

14

Thank you. Commissioner Omas asked about your

15

proposal to remove from the DMCS, the listings of

16

combinations of special services that are currently there,

17

at least to some extent.
Would that proposal remove any of the listSof

18

19

special services from the classes of mail sections of the

20

DMCS?

21
22
23
24
25

A

I'm sorry, could you

--

I keep hearing a beeping,

and it's from the - COMMISSIONER LeBLANC:

Check your hearts,

everybody.
[Laughter.I
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THE WITNESS:

1

2

that?
BY MR. RUBIN:

3
4
5

Q

Yes.

And would your proposal make any changes to those
sections of the DMCS?

8

A

With respect to?

9

Q

The special services that are listed in those

10
11

-

The DMCS has sections for the classes of

mail, from 100 through 500, I believe.

6
7

I'm sorry. Could you just repeat

sections.
In those sections, yes, what my proposal is aiming

A

12

to do is to shorten that possible combination of - - that you

13

can see now of special services which might not be

14

accurate.

15

There is a concern that the special services that

16

are listed now as ancillary services are not fully

11

representative of every possible combination.

18

Since there are 36 - - I believe 36 - - special

19

services categories with other subcategories, there

20

potentially are a whole lot of different combinations of

21

ancillary services.

22

These would be addressed in the DMM, whereas the

23

DMCS would list the special services themselves, and - - but

24

as far as the various combinations, they would - - in order

25

to simplify it, they would be then listed, the combinations
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1

in the DMM.

2

Q

I

3

service sections of the DMCS?

4

A

Yes.

5

Q

Right, so it would have no effect on the DMCS

6

7

-

And would that change be limited to the special

sections that pertain to the classes of mail?
No, no, no, not at all, no.

A

8

MR. RUBIN: Thank you, I have no more questions.

9

THE WITNESS:

Oh, sure.

10

CHAIRMAN GLEIMAN:

11

[No response.1

12

CHAIRMAN GLEIMAN:

Is there any recross?

If not, before I excuse you, I

13

want to tell you that we've solved the mystery of the

14

beeping that you heard.

15

tractor trailer that's out in back of you in the alley.

16

It's backing up to the building to unload all of the

17

material that we requested the Postal Service provide at our

18

hearing.

It's the Postal Service semi

19

[Laughter.I

20

CHAIRMAN GLEIMAN:

21
22

Including lobby displays of

Priority Mail information.
If there's nothing further, then, Ms. Mayo - - and

23

I think I called you by the right name all day today, unlike

24

some other people in the room - - that completes your

25

testimony, and we appreciate your appearance and your
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-

1

contributions to the record.

2

you're excused.

3

[Witness Mayo excused.]

4

THE WITNESS:

5

CHAIRMAN GLEIMAN:

Thank you.
I'm not sure which counsel is

6

handling the next witness, but Mr. Rubin or Mr. Hollies,

7

whenever you're ready, you can call the next witness, and

8

that is the witness who has the least oral cross examination

9

scheduled.

10

MR. RUBIN:

11

as its next witness.

12

Whereupon,

The Postal Service calls Kirk Kaneer

KIRK T. KANEER,

13

-

We want to thank you, and

14

a witness, having been called for examination and, having

15

been first duly sworn, was examined and testified as

16

follows:
DIRECT EXAMINATION

17

BY MR. RUEIN:

18

19

Q

Mr. Kaneer, do you have two copies of a document

20

titled "Direct Testimony of Kirk T. Kaneer on Behalf of

21

United States Postal Service," and designated as USPS-T-40?

22

A

Yes, I do.

23

Q

And does this testimony include errata that were

24
25

filed on March 31st?

A

Yes.
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1

2

Q

supervision?

3

A

Yes, it was.

4

Q

And if you were to testify orally here today,

5
6

would this be your testimony?
A

Yes, it would be.
MR. RUBIN:

7

Then I will have the two copies of the

8

direct testimony of Kirk T. Kaneer on behalf of United

9

States Postal Service given to the reporter, and I ask that

10

-

Was this testimony prepared by you or under your

this testimony be entered into evidence in this docket.

11

CHAIRMAN GLEIMAN:

Is there any objection?

12

[No response.1

13

CHAIRMAN GLEIMAN: Hearing none, I will direct

14

that the testimony of Witness Kaneer be received into

15

evidence and not transcribed into the record.

16

[Direct Testimony of Kirk T.

17

Kaneer, USPS-T-40, was received

18

into evidence.I
CHAIRMAN GLEIMAN:

19

Mr. Rubin, there are some

20

Library 2 References at issue?

21

MR. RUBIN:

22

BY MR. RUBIN:

23

Q

Yes, there are.

Mr. Kaneer, are you prepared to sponsor into

24

evidence Library Reference 1-155 and those portions of

25

Library Reference 1-241 that have not been previously
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1

2

sponsored by Witnesses Yezer?
A

Yes.

3

MR. RUBIN:

4

CHAIRMAN GLEIMAN: That being the case, I will

5
.b

7

Thank you.

direct that the two Library References, or the one Library
Reference and the portion of the other at issue be included
in the record as evidence.

8

[Library Reference 1-155 and the

9

portion of Library Reference 1-241
were received into evidence.]

10

CHAIRMAN GLEIMAN:

11

-

Mr. Kaneer, have you had an

12

opportunity to examine the packet of designated written

13

cross-examination that was made available to you earlier

14

today?

15

THE WITNESS:

Yes, I have.

16

CHAIRMAN GLEIMAN:

And if those questions were

17

asked of you today, would your answers be the same as those

18

you previously provided in writing?

19

THE WITNESS:

20

CHAIRMAN GLEIMAN: Are there any corrections or

21
22

Yes, they would.

additions?
THE WITNESS:

Yes, there are. There are two

23

typos, that to correct the interrogatory designation number,

24

DBP/USPS-7 and DBP/USPS-8.

25

CHAIRMAN GLEIMAN:

Okay. And those corrections
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1

have been made in the packet of material?

2

THE WITNESS:

Yes, they have.

3

CHAIRMAN GLEIMAN: That being the case, counsel,

4

if you would please provide the two corrected copies of the

5

designated written cross-examination of the witness to the

6

court reporter, the material will be received into evidence

7

and transcribed into the record.

a

[Designation of Written

9

Cross-Examination of Kirk T.

10

Kaneer, USPS-T-40, was received

11

into evidence and transcribed into

12

the record.I

13
.-

14

15
16

17
18

19
20
21
22
23
24
25
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(USPS-T-40)

Interroqatories

I
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David 6 . Popkin

DEPNSPS-7-8, 90-91, 95, 112j-I, 113-114, 116,
119a-j, 120 redirected to T40

Office of the Consumer Advocate

DBPIUSPS-7, 95, 113-114, 119a-j, 120
redirected to T40
OCAJUSPS-T40-1-7

Respectfully submitted.

Mhg5ret P. Crenshaw
Secretary

r:',---.--2

..

.

..

_...

573c

INTERROGATORY RESPONSES OF
UNITED STATES POSTAL SERVICE
WITNESS KIRK T. KANEER (T-40)
DESIGNATEDAS WRITTEN CROSS-EXAMINATION
Interroaatow:
DBPIUSPS-7 redirected to T40
DBPIUSPS-8 redirected to T40
DBPIUSPS-90 redirected to T40
DBPIUSPS-91 redirected to T40
DBPIUSPS-95 redirected to T40
DBP/USPS-I 12j redirected to T40
DBPIUSPS-112k redirected to T40
DBP/USPS-1121redirected to T40
DBPIUSPS-113 redirected to T40
DBPIUSPS-114 redirected to T40
DBPIUSPS-116 redirected to T40
DBPIUSPS-119a redirected to T40
DBPIUSPS-119b redirected to T40
DBPIUSPS-1t9c redirected to T40
DBPIUSPS-119d redirected to T40
DBPIUSPS-119e redirected to T40
DBPIUSPS-119f redirected to T40
DBPIUSPS-119g redirectedto T40
DBPIUSPS-119h redirected to T40
DBPIUSPS-119i redirected to T40
DBPIUSPS-119j redirected to T40
DBPIUSPS-120 redirected to T40
OCNUSPS-T40-1
OCAIUSPS-T40-2
OCNUSPS-T40-3
OCNUSPS-T40-4
OCNUSPS-T40-5
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Popkin
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER
TO INTERROGATORY OF DAVID B. POPKIN.
REDIRECTED FROM THE POSTAL SERVICE

DBPIUSPS-IJaB-7.
Confirm.or explain if you are not able to, that the box rents for Englewood
a.
Cliffs, New Jersey 07632 were recently changed from Fee Group C to Fee
Group B.
b.

c.
d.

What were the parameters utilized to determine whether to change Fee
Groups for a speclfic facility [please provide all six scenarios for changes
between A. B. and C].
Please describe, in detail, how the calculations were made which resulted
in the Englewocd Clif'fs change.
Please provide the specific numbers utilized for that change.

RESPONSE:
A partial objection to this interrogatory has been filed.
As noted in 63 Fed. Reg. 71374-75 (copy attached to this response),
Englewood Cliffs, NJ 07632 was reclassified from Fee Group C to Fee Group B
effective January 10,1999. There were only four sets of changes: up from
Groups B and C and down from Groups A and B. The thresholds for change are
identified in the attachment.
Space costs for specific facilities, including Englewood Cliffs, were drawn
from actual leases. Post office box utilization rates (boxes in use divided by

boxes installed) were based on the results of the Docket No. MC96-3 post office
box study (see Docket No. MC96-3, USPS-T-4. Section 11) as confirmed by
telephone in 1998. The calculated cost per square foot for Englewood Cliffs was
greater than $30 based on total annual rent divided by total square feet. Post

office box capacity utilization was also over 90 percent.
The purpose of this very limited change Involving 29 offlces whose costs
and capacity utilization cried out for change was to gain operational experience

with fee changes driven by location cost before proposing a more
comprehensive nationwide change for over 30,000 locations.

R2oM)-1

.

-

RESPONSE'OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO '
TO INTERROGATORY OF DAVID B. POPKIN
REDIRECTED FROM THE POSTAL SERVICE

DBPIUSPS-IkW3. To enable m e to better understand the changes in Fee
Groups for Post Office Boxes, please advise both the present and proposed Fee

Groups for each of the facilities with Post Office Boxes in the 076 ZIP Code area

[07601through 076751.

RESPONSE:

R2000-1

5733

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF DAVID B. POPKIN
REDIRECTED FROM THE POSTAL SERVICE

DBPIUSPS-90 Please clarify and amplify Table 20-A on page 111 of USPS-T-39. [a] What
percentage of the Group A facilities and what percentage of the number of individual boxes
[regardless of size] will be transferred to Group 827 [b] Same as subpart a except Group A
to C3. [c] Same as subpart a except Group B to 82. [d] Same as subpart a except Group B
to C3. [e] Same as subpart a except Group B to C4. [t] Same as subpart a except Group C
to C3. [s] Same as subpart a except Group C to C4. [h] Same as subpart a except Group
C to C5. [i] Same as subpart a except Group D to D6. bj Same as subpart a except Group
D to 07. [k] Provide information on any other possible conversions.

Response:
[a] to D] Averages may be obtained by simple division from data provided in Exhibit USPS408, page 2.

[k] Ten pages of such data were filed (see USPS-LR-1-155. pp. 3847. the last 10 pages of
section B).
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORYOF DAVID B. POPKIN
REDIRECTED FROM THE POSTAL SERVICE
DBPIUSPS-91 Confirm, or explain and discuss if you are not able to confirm, that the
proposed box rent for Englewood Cliffs, NJ 07632 will be in the highest category box rent in
the country.

Response:
Confirmed that Englewood Cliffs, NJ 07632 is proposed to be placed in Group 82,which has
the highest fees of the proposed groups.

. .

5735

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF DAVID B. POPKIN
REDIRECTED FROM THE POSTAL SERVICE

DBPIUSPS-95 la] Explain why the cost factor was chosen to divide box rents into groups
rather that some other method such as availability to the box or number of days of delivery to
the box. [b] What options were considered and what were the reasons for their dismissal?

Response:
la - b] See my testimony at pages 4-6, especially footnote 8,which quotes the Commission
encouraging the Postal Sewice to develop information to align box costs and fees. Costs
reflect the value of the resources utilized by consumers; other options would not reflect this
primary consideration, and unduly complicate the fee structure during the proposed
alignment of fees and costs. The only other alternative that was directly considered was
capacity utilization. However, due to concerns about fee structure complexity, capacity
utilization was rejected as a factor at this time. Please see my response to OCA/USPS-T403.

.

5736.

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF DAVID 6.POPKIN
REDIRECTED FROM THE POSTAL SERVICE

DBP/USPS-llZ li] Please provide, in detail, the procedure that will be utilized to determine
the rental fee for space located in buildings that are privately owned. (k] Please confirm, or
explain and discuss if you are not able to confirm, that, for !he purpose of box rent
calculations, there are only two categories those facilities that are located in buildings
owned by the US Government whether it is the Postal Service or GSA or some other federal
agency and those facilities which are not located in buildings owned by the US Government.
[I] If you are not able to confirm subpart k, please provide, i n d e t athe
i l . procedure that will be
utilized to determine the rental fee for each of the other categories.

-

Response:
[i] Please see witness Yezer's response to DFC/USPS-T31-1 and 2.

[k-I] Not confirmed. In estimating rental costs, the types of facilities you list were treated
similarly. See witness Yezer's response to DFCIUSPS-T31-3.

5737

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
1NTERROGATORY OF DAVID B. POPKIN
REDIRECTED FROM THE POSTAL SERVICE
DBPIUSPS-113 The responsetoDBPIUSPS-7 indicated that the purpose of changing only
29 offices was to gain operational experience with fee changes driven by location cost. [a]
Please provide, in dew, any opemtional experience that was gained by studying the 29
offices. Ib] Please provide the operational experience that was gained by studying
Englewood Cliffs.
Response:
[a] Please see my testimony, page 11, lines 6-20. Location based fees were established at

21 locations (not 29). Our operational experience was that location-based fees are viable,
which supported plans for the fee groups proposed in this case
[b] The experience at Englewoad Cliffs was not unusual, and thus supports the conclusions I
discuss in Part C of my Testimony.

5138

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF DAVID 6 . POPKIN
REDIRECTED FROM THE POSTAL SERVICE
DSPIUSPS-114 The response to DBP/USPS-8 indicated the proposed fee group for all of
the 076 offices. [a] The listing does not provide a response for 07606 and 07663. Please
provide. [b] Was Tenafly 07670 calculated before or after the major renovation that was
completed recently? [c] How often and under what circumstances will offices be reevaluated
for potential changes of their Group? [d] Provide any insight as to why 81% of the Group C
facilities will become Group C3,the highest of Group C. [e] Explain why Alpine 07620 is a
Group D office rather than a Group E office. [fl If a resident of another area which has city
delivery service goes to a Group E office, what Group rate is paid. [g] Same as subpart f
except for rural/HCR delivery only. [h] Same as subpart f. except for a resident who does
not have access to delivery service.

Response:
[a] Available data were filed under protective conditions in LR-1-241, disk 3.
[b] Base year 1998 costs were used by witness Yezer.
[c] The plans for re-estimation of economic rental values, and related re-evaluations, have
not been determined.
[d] I do not know the source of your 81 percent figure, and believe it is not accurate. Group
C facilities were assigned to Group C if their economic rental value was greater than $10 per
square foot.
[e] It is a non-delivery location. Group E is a customer based designation and does not apply
to any particular post office (see DMM D910.5.lb).
[f-g] Group E eligibility is based on the delivery status of individual postal customers. Thus,
Group D fees apply to a customer who is eligible for either city or noncity carrier delivery and
obtains post office box service at a nondelivery office.
[h] This customer would generally be eligible for a Group E fee.

5739

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF DAVID B. POPKIN
REDIRECTED FROM THE POSTAL SERVICE

DSPIUSPS-116 Please provide the Box Group and whether or not the building located at
1675 7th Street, Oakland CA with box section using a ZIP Code of 94623 is government
owned.
Response:

The proposed box group is C4. The Building at 1675 7mStreet is not owned by a government
entity.

.,
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF DAVID B. POPKIN
REDIRECTED FROM THE POSTAL SERVICE

DBPIUSPS-119 Refer to the Proposed Classifications shown on page 13 of USPS-T-40. [a]
Please provide a similar table that makes the distinction between the present Groups A. E,
and C. [b] Is the dollar value representing cost the same in both the table on page 13 and
the response to subpart a? [c] If not, explain the difference. [d] How were the specific
dollar values chosen in both the existing rates as well as the proposed rates? [e] Are they
arbitrary dollar values or do they represent a specific distinction in type of facility? Please
explain. [fJ Were they chosen to allow for a certain total increase in box rent income? [g]
Are there any present Group A boxes with a cost of c $lO.OO? [h] If so, why are they
proposed for Group C3 rather than 01 or C5? [i] Are there any present Group B boxes with
a cost of c $7.507 Ii] If so, why are they proposed for Group c4 rather than Group C5
Response:
[a] Please see Exhibit USPS-IIOC, Table 1, column C.
[bl No.

[c] The current fee groups are not defined by rent ranges.
[d] For current fee groups, see [c]; for proposed groups, please see USPS-T-40, pages 7-10,
"Constructing Cost Homogeneous Groups".
[e] See response [d] above. The dollar values represent ranges which begin the move
toward homogeneous groups, with the largest groups, in terms of number of ZIP Codes, in
the middle rent ranges.

M No.
[g] Yes. See Exhibit USPS-4OC, page 1, table 1, line 5.
[h] The goal was to keep all fee changes as moderate as practicable. See witness Mayo's
response to DBP/USPS-l19(k).
[i]Yes.

ti] The goal was to keep all fee changes as moderate as practicable. See witness Mayo's
response to DBP/USPS-l19(k).

5 7 4 1 .,.

...

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORYOF DAVID B. POPKlN
REDIRECTED FROM THE POSTAL SERVICE
DBPIUSPS-120 [a] Please provide an explanation that a distinction between post office box

rates at offices that have city delivery service compared to those that have only rurallHCR
service is appropriate. [b] Please provide an explanation that determining post office box
rents based on the cost of the facility is appropriate? [c] Are there any other criteria utilized,
either for the present system or the proposed system? [d] If so. enumerate and explain why
they are appropriate. [e] Please enumerate the criteria that were considered and rejected
and provide reasons why they were not appropriate.

[q

Was the availability of access to the

box section [this means both the greater access on a given day - such as 24 hour a day
access - and the limitation of access to only 5 or 6 days rather than 71 evaluated as a
potential rating factor? [s] If so, why was it rejected?
Response:
[a] This distinction has existed in the fee groups for many years; the current fee groups are

an understandable outgrowth of their development.
[b.e] See my testimony, pages 26-29.
No.
[c, g] The existing fee group assignments are utilized in order to avoid fee shock. In light of
the degree of complexity involved in aligning cost and fees, considerations of other such
factors are unreasonable at this time. Also see my response to DBP/USPS-95.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCNUSPS-T40-1. Please refer to your testimony at pages 9 and 10, lines
19-23, and lines 1-2 respectively, and Figure 1.
(a)

Please explain why you chose to classify average rental cost per
square foot into seven cost groups.

(b)

Did you consider classifying average rental cost per square foot into
less than or mom than seven groups? Ifso, please explain fully why
you rejected less than or more than seven cost groups. if not, please
explain why you did not consider alternatives.
Please explaln why you chose to use mean of the cost distribution
rather than median to center cost group IV.

(c)

RESPONSE:
(a)

The seven proposed cost groups reasonably mirror the underlying cost
distribution as depicted in Figure 1.

(b)

Yes. The seven cost groups reasonably reflect facility space cost
estimates and distributions, fee schedule simplicity. and judgments
regarding fee impact on current box customers, as well as administrative
burden (see my response to interrogatory 2 below). Given that the
current classifications contains four fee groups, fnre cost groups would not
ultimately provide a sufficient number of fee groups to differentiate among
all four of the current groups, especially given the fee "gap" between
current fee Groups C and D. This consideration alone requires one group

to act as a "bridge". In the future, an odd number of cost groups will allow
for a central "mid' cost range from which higher and lower groups can vary
for classification purposes. Nine and eleven fee groups were rejected at

least at this time, as a first step towards cost homogeneity (see my
response to interrogatory 5 below).
(c)

Means are commonly used as measures of centrality.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
OCAIUSPS-140-2. Please refer to your testimony at page 10, lines 14-17,
and Figure 1. In the absence of “fee shock mitigation,” do you view the
seven cost groups in Figure 1 as the ideal fee groups for post office
boxes? Please explain why or why not

RESPONSE:
No. The seven cost groups constructed in Figure 1 rely on facility space cost
estimates and distributions projected to the test year, fee schedule simplicity,
judgments regarding fee impact on current box holders, as well as administrative
burden. As circumstances change, R is likely that these cost groups’
specifications will need adjustments.

.-
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T403. Please refer to your testimony at page 11, lines 14-17.
(a)

Please explain why you decided not to propose capacity utilization
as a factor determining post office box fees at this time.

(b)

Do you intend to propose capacity utilization a5 a factor determining

post office box fees In a future Commission proceeding? In your
answer, please identify the Information needed or issues to be
considered when deciding to propose capacity utilization as a factor
determining post office box fees.

RESPONSE:
(a)

As stated at page 11, lines 14-17, "to keep the new classification schedule
simple" (see Section 3622(b) pricing criteria 7,'simplicity of structure-).
An additional factor might likely require more groups and greater

administrative burden, especially as location-basedfee groups as
proposed in this docket are promulgated.
(b)

.Current capacity utilization patterns reflect the current classifications
presently in effect

- including the current fee group cost heterogeneity

conditions. Therefore, it is premature to consider utilization as a factor in
post office box fee determination in light of the changes to box fee
classifications being proposed in this docket. For this reason, the Postal
Service has not fully developed the issues, nor information, needed to
propose capacity utiliation as a factor determining post office box fees at
this time.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
OCAILISPS-1404. Please refer to your testimony at page 12, lines 1345,
where it states that “average rent in column (e) [of Exhibit C, table 21
declines uniformly from Cost Group Ito Cost Group VII.”
(a) Please confirm that the difference in average rent between Groups I and
II, Groups II and 111, Groups 111 and Pf, Groups IV and V, and Groups V
and VI, and Groups VI and VI1 Is $6.75, $2.99, $2.24, $1.79, and $1.70,
respectively.
(b) Please explain what you mean by “declines uniformly.”

(c) Please confirm that uniformity of decline in the average rent from Cost
Group I to Cost Group VI1 was a goal in selecting your cost groups. If
you do not confirm, please explain.

RESPONSE:
Confirmed.
In this instance, I was indicating that the averages for the cost groups
decline from the highest to the lowest across all seven groups; i.e., Group

I is higher than Group 11, Group II is higher than Group 111, etc.
Uniformity of decline, as defined in my response to part (b) of this
interrogatory, was a goal. Uniformity. as measured by the listed
differences between group cost averages given in part (a), was not a goal.

5746

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCAIUSPS-T40-5. Please refer to your testimony a t page 12, lines 19-23.
(a)

Please explain why you chose to assign “post offlee box service ZIP
Codes to [ ] six location cost-based groups.”

(b)

Did you consider assigning post office box service ZIP Codes to less
than or more than six location cost-based groups? If so, please
explain fully why you rejected less than or more than six location
cost-based groups, In your answer, please explain why you
specifically rejected seven location cost-based groups. If not, please
explain why you did not consIder alternatives.

RESPONSE:

(a)

The primary considerationwas to be conservative in the number of new
fee groups proposed in light of the new location-based allocation of space
provision costs. Also see my testimony page 14 lines 10-13, as well as
footnote 14 appearing on page 15.

(b)

Yes. Given that current postal box locations fall into four Fee Groups (A
‘though D), the degree of cost overlap between these groups, the fact that
some fees are also increasing, and the need to consider fee shock on
current box holders, six groups provide a reasonable first step towards
developing cost homogeneous groups. Fewer than six fee groups would
not mirror the underlying location cost distribution as well as does six.
Seven or more fee groups are not needed at present, especially given the
degree of heterogeneity of the current four groups. Also, see my
response to part (a).
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
OCA/USPS-T40-6. Please refer to your testimony at page 13, lines 6-7.
Please explain and give examples of how "the cost groups can become
increasingly cost homogeneous as ZIP Codes are appropriately
reassigned."

RESPONSE:
The complete sentence at page 13, lines 6-7 begins with the phrase "Over time,"
to indicate a progression of increasing cost group homogeneity being achieved in
future proposals. For a hypothetical example: please refer to page 13, lines 10-

29 "Proposed Classifications". Hypothetically, Groups C5 and D6 might be respecified in a future proposal to include both former Group D and C locations.
Thus these two groups would be more cost homogenous. Over time, through
careful, controlled. re-specification of the box group classifications proposed in
this docket, carrier delivery type can be eventually eliminated as a factor in
determining post ofice box fees - since it is a poor indicator of box costs
without subjecting box holders to undue "fee shock".

-

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS KANEER TO
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

OCAIUSPS-T4&7. Please refer to your testimony at page 17, lines 5 8 .
(a)

Please provide the proportion of individualand business boxholders
foreach box size.

(b)

Please provide any data to support your assumption about the
tendency of individual customers to use size 1 boxes.

RESPONSE:

(a) The only data I currently have is survey data from Docket No. MC96-3.
USPS-LR-SSR-111, page 57 (attached).
(b) Box size one has the highest proportion of individual use of the three box
sizes, one through three - the only sizes surveyed (see Docket No. MC96-3
USPS-LR-SSR-111 page 57). Also see LR-1-155, pages 71-72.
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Attachment to Response
To OCAJUSPS-T4&7. page 1 of 2

USPS Ubrary Reference SSR-Ill
Market Research On Post Omce Box Price SiensitMty

OPINION RESEARCHCORPORATION
Princeton NJ 085420183

...

5750

.

---

Anachment to Response
To OCNUSPS-T40-7, page 2 of 2

8

Y

il

-

c57

5751

CHAIRMAN GLEIMAN:

1
2

Is there any other written

cross-examination for this witness?
[No response.1

3

CHAIRMAN GLEIMAN:
cross.

If not, it brings us to oral

Two parties, the Office of the Consumer Advocate and

David E. Popkin requested oral cross.

It is my

understanding that the Consumer Advocate does not wish to
8

cross-examine.
MS. DREIFUSS:

9

CHAIRMAN GLEIMAN: And Mr. Popkin, unfortunately,

10
11

was unable to be here today, so he won't be doing any oral

12

cross today.
Is there any other party that wishes to cross

13

-

That is correct.

14

Witness Kaneer?

15

[No response.I

16

CHAIRMAN GLEIMAN:

If not, then, Mr. Kaneer, that
I am sorry

17

completes your very brief appearance here today.

18

that we had to disappoint you by not having a lot of

19

cross-examination. Nevertheless, we appreciate your

20

appearance and your contributions to the record. Thank you,

21

and you are excused.
THE WITNESS:

22

23

outcome

Thank you.

I am very happy with the

~

24

[Witness excused.I

25

CHAIRMAN GLEIMAN:

Those of us who are going to be

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 2 0 0 3 6
(202) 842-0034
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1

here for a while this afternoon, and perhaps evening, are

2

happy with the outcome also.

I

Counsel, whenever you are ready to call the next

3

4

witness.
MR. RUBIN:

5

The Postal Service calls Scott J.

6

Davis as its next witness.

7

Whereupon,
SCOTT J. DAVIS,

8
9

a witness, having been called for examination and, having

10

been first duly sworn, was examined and testified as

11

follows:
CHAIRMAN GLEIMAN:

12
13

-

you are ready.
DIRECT EXAMINATION

14

BY M R . RUBIN:

15
16

Counsel, you can proceed when

Q

Mr. Davis, do you have two copies of a document

17

titled "Direct Testimony of Scott J. Davis on Behalf of

18

United States Postal Service," and designated as USPS-T-301

19

A

Yes, I do.

20

Q

And does this testimony include the corrections

21

that were filed on April 17th?

22

A

Yes, it does.

23

Q

Was this testimony prepared by you or under your

24
25

supervision?
A

Yes, it was.

RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
ANN

(202) 842-0034
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1

Q

And if you were to testify orally here today,

-

2
3

would this be your testimony?
A

MR. RUBIN:

4

Then I will provide two copies of the

5

direct testimony of Scott J. Davis on behalf of United

6

States Postal Service to the reporter, and I ask that the

7

testimony be entered into evidence in this docket.

8

CHAIRMAN GLEIMAN:

9

[No response 1

Is there any objection?

~

CHAIRMAN GLEIMAN: Hearing none, I will direct

10

-

Yes, it would.

11

that the direct testimony of Witness Davis be received into

12

evidence, and, as is our practice, not transcribed into the

13

record.
[Direct Testimony of Scott J.

14
15

Davis, USPS-T-30, was received into

16

evidence.I
CHAIRMAN GLEIMAN:

17

Mr. Rubin, does Witness Davis

18

have any Library 2 References, Category 2 Library References

19

that he wishes to sponsor?

20

MR. RUBIN:

21

BY MR. RUBIN:

22
23
24
25

Q

Yes.

Mr. Davis, are you prepared to sponsor Library

Reference 1-108 into evidence in this proceeding?
A

Yes, I am.
CHAIRMAN GLEIMAN:

Thank you.

The reporter will

RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, N W , Suite 1014
Washington, D.C. 20036
ANN

(202) 842-0034
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please enter the Library Reference 1-108 into evidence.

It

will not be transcribed into the record.
[Library Reference 1-108 was
received into evidence.]
CHAIRMAN GLEIMAN:

Mr. Davis, have you had an

opportunity to examine the packet of designated written
cross that was provided this morning?

-.

Yes, I have.

8

THE WITNESS:

9

CHAIRMAN GLEIMAN: And if those questions were

10

asked of you today, would your answers be the same as those

11

you previously provided in writing?

12

THE WITNESS:

13

CHAIRMAN GLEIMAN: Any corrections or additions at

14

Yes, they would.

this time?
THE WITNESS:

15

Yes.

I have one correction,

16

Chairman Gleiman. The packet did not contain my revised

17

response filed on April 2 6 to Interrogatory DBP/USPS-79.

18

have replaced my original response with my revised response

19

accordingly.
CHAIRMAN GLEIMAN:

20

I

Counsel, if you would please

21

provide two copies of the corrected designated written cross

22

of the witness to the reporter, I will direct that the

23

material be received into evidence and transcribed into the

24

record.
[Designation of Written

25

RILEY & ASSOCIATES, LTD.
Court Reporters
1 0 2 5 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
ANN

(202) 842-0034
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-

1

Cross-Examination of Scott J.

2

Davis, USPS-T-30, was received into

3

evidence and transcribed into the

4

record ]

5

6
7

8

9
10

11
12

13

-

14
15

16
17
18

19
20

21
22
23
24
25

ANN RILEY

& ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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DESIGNATION OF WRllTEN CROSS-EXAMINATION
OF UNITED STATES POSTAL SERVICE
WITNESS S C O T J. DAVIS
(USPS-T-30)

Party

lnterrooatories

David B. Popkin

DBPIUSPS-41, 46, 52e-f, 63, 68. 79, 106c-e,
117j-k, 118h-i, 121a-i, I-t redirected toT30

Douglas F. Carlson

DFCIUSPS-T30-1-5, 8-9. 1Oc. f. Ild-e, 12-14, 1618, 20-76
DFCIUSPS-56, 74 redirected to T30
DFCIUSPS-T39-38e redirected to T30

Ofice of the Consumer Advocate

DBPIUSPS-117j-k, 118h-i redirected to T30
DFCIUSPS-T30-1l e
OCA/USPS-T30-2-5
OCA/USPS-T39-3, 4a. 18a redirected to T30

Matgaret P. Crenshaw
Secretary
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INTERROGATORY RESPONSES OF
UNITED STATES POSTAL SERVICE
WITNESS SCOTT J. DAVIS (T-30)
DESIGNATED AS WRITTEN CROSS-EXAMINATION
Desianatinq Parties:
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
OCA, Popkin
OCA, Popkin
OCA, Popkin
OCA, Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Popkin
Carlson

Interroqatorv:
DBPIUSPS-41 redirected to T30
DBPIUSPS-46 redirected to T30
DBPIUSPS-52e redirected to T30
DBP/USPS-52f redirected to T30
DBPIUSPS-63 redirected to T30
DBPIUSPS-68 redirected to T30
DBPIUSPS-79 redirected to T30
DBPIUSPS-106c redirected to T30
DBPIUSPS-106d redirected to T30
DBPIUSPS-106e redirected to T30
DBPIUSPS-117j redirected to T30
DBPIUSPS-117k redirected to T30
DBPIUSPS-118h redirected to 130
DBPIUSPS-118i redirected to T30
DBPIUSPS-121a redirected to T30
DBPIUSPS-121b redirected to T30
DBPIUSPS-12lc redirected to T30
DBPIUSPS-121d redirected to T30
DBPIUSPS-121e redirected to T30
DBPIUSPS-121f redirected to T30
DBPIUSPS-1219 redirected to T30
DBPIUSPS-121h redirected to T30
DBPIUSPS-12li redirected to T30
DBPIUSPS-1211redirected to T30
DBPIUSPS-12lm redirected to T30
DBPIUSPS-12ln redirected to T30
DBP/USPS-1210 redirected to T30
DBPIUSPS-12lp redirected to T30
DBPIUSPS-12lq redirected to T30
DBPIUSPS-121r redirected to T30
DBPIUSPS-121s redirected to T30
DBPIUSPS-121t redirected to T30
DFCIUSPS-T30-1

I"--,-\ -
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DFCIUSPS-T30-2
DFCIUSPS-T30-3
DFC/USPS-T30-4
DFCIUSPS-T30-5
DFCIUSPS-T30-8
DFCIUSPS-T30-9
DFCIUSPS-T30-10~
DFC/USPS-T30-1Of
DFCIUSPS-T30-1I d
DFCIUSPS-T30-1l e
DFC/USPS-T30-12
DFCIUSPS-T30-13
DFCIUSPS-T30-14
DFCIUSPS-T30-16
DFCIUSPS-T30-17
DFC/USPS-T30-18
DFCIUSPS-T30-20
DFCIUSPS-T30-21
DFC/USPS-T30-22
DFCIUSPS-T30-23
DFCIUSPS-T30-24
DFCIUSPS-T30-25
DFCIUSPS-T30-26
DFCIUSPS-T30-27
DFCIUSPS-T30-28
DFCIUSPS-T30-29
DFC/USPS-T30-30
DFCIUSPS-T30-31
DFCIUSPS-T30-32
DFCIUSPS-T30-33
DFCIUSPST30-34
DFC/USPS-T30-35
DFCIUSPS-T30-36
DFCIUSPS-T30-37
DFCIUSPS-T30-38
DFCIUSPS-T30-39
DFCIUSPS-T3040
DFCIUSPS-T30-41
DFCIUSPS-T30-42

Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
CarIson
Carlson, OCA
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Car'son
Carlson
CarIson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
CarIson
Carlson
Cartson
Carlson
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DFCIUSPS-T30-43
DFCIUSPS-T30-44
DFCIUSPS-T30-45
DFCIUSPS-T30-46
DFCIUSPS-T30-47
DFCIUSPS-T30-48
DFCIUSPS-T30-49
DFCIUSPS-T30-50
DFCIUSPS-T30-51
DFCIUSPS-T30-52
DFCIUSPS-T30-53
DFCIUSPS-T30-54
DFCIUSPS-T30-55
DFCIUSPS-T30-56
DFCIUSPS-T30-57
DFCIUSPS-T30-58
DFC/USPS-T30-59
DFCIUSPS-T30-60
DFCIUSPS-T30-61
DFCIUSPS-T30-62
DFCIUSPS-T30-63
DFCIUSPS-T30-64
DFCIUSPS-T30-65
DFCIUSPS-T30-66
DFCIUSPS-T30-67
DFCIUSPS-T30-68
DFCIUSPS-T30-69
DFCIUSPS-T30-70
DFCIUSPS-T30-71
DFCIUSPS-T30-72
DFCIUSPS-T30-73
DFCIUSPS-T30-74
DFCIUSPS-T30-75
DFCIUSPS-T30-76
DFCIUSPS-56 redirected to T30
DFCIUSPS-74 redirected to T30
DFCIUSPS-T39-38e redirected to T30
OCAIUSPS-T30-2
OCAIUSPS-T30-3

Carlson
Carlson
CarIso n
CarIson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
Carlson
OCA
OCA
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OCNUSPS-T30-4
OCNUSPS-T30-5
OCNUSPS-T39-3 redirected to T30
OCNUSPS-T39-4a redirected to T30
OCNUSPS-T39-18a redirected to T30

OCA
OCA
OCA
OCA
OCA
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DAVID B. POPKIN,
REDIRECTED FROM THE POSTAL SERVICE
DEPNSPSIl
[a] Confirm, or explain if you are unable to do so. that the
delivery records for accountable mail are tiled manually at the delivery unit or at
some locally centralied location. [b] Confirm, or explain if you are unable to do
so,that these records must be checked in order to process any requests for
duplicate return receipts or return receipts requested after mailing of the original
artide or for processing indemnity daims. [c] To what service are the costs of
manually filing this dellvery receipt allocated? Are they allocated to the basic
service, such as CertiRed Mail. or are they charged to both Certified Mail and
Return Receipt service? How are these charges allocated? [d] Are there plans
to implement some form of electronic signature capture to reduce or eliminate
the necessity of manually filing these records? If so,please explain and indicate
the time frame for instituting if and the percentage of offices that will utilize it? [e]
If the price for Return Receipt after mailing is being cut in half because of the
reduced costs in obtaining this data, to what extent is the cost of Certified Mall,
Insured Mail, Registered Mail, Return Receipt, etc. being reduced to cover this
same reduction in costs? If not, why not'?
RESPONSE

a.

Confirmed.

b.

Confirmed.

c.

It is my understanding that the costs of manually filing this delivery receipt,
PS Form 3849,are institutional costs. The cost study for return receipt

service does not allocate the costs of manually flling PS Form 3849 to
return receipt service.
d.

Yes, there are plans to implement electronic signature capture to reduce or
eliminate the necessity of manually filing these tecords, Please refer to
USPS-T-30, p. 13, for an explanation of electronic signature Capture.
tmplementation is planned for spring 2000. Under current plans, virkrally all
delivery offices will utilize the electronic signature caphrre process.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIESOF DAVID B. POPKIN,
REDIRECTED FROM THE POSTAL SERVICE
DBPIUSPS-41, Page 2 of 2
e.

Please refer to USPS-LR-1-108, pp. 56-61, for the estimated test year cost
differentials arising from the planned electronic signature capture process.

The corresponding electtonic files are named:

-

"elec sign capt before rates.xI8'
"elec sign capt - after rates.xh"
'elec sign capt - unit cost deltas.xls'.
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RESPONSE OF U W E D STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DAVID B. POPKlN
REDIRECTED FROM THE POSTAL SERVICE

DBPIUSPS-46

[a] Confirm, or explain if you are unable to do so, that when

delivering a Certified Mail article. that the delivery employee must obtain a single
signature from the addressee on the Postaf Service delivery record [Irrespective
of whether there Is a single article to deliver this way or multiple articles for
delivery on some form of manifest]. [b] Confirm, or explain if you are unable to
do so, that when delivering a Certified Mail article which contains a Return
Receipt, that the dellvery employee must obtain two separate signatures from
the addressee, one on the Postal Service delivery record brrespective of whether
there is a single article to deliver this way or multiple articles for delivery on some
form of manifest] and the second on the Return Receipt card PS Form 3811. [c]
Confirm, or explain if you are unable to do SO, that when delivering a Return
Receipt for Merchandise artide, that the delivery employee must obtain two
separate signatures from the addressee; one on the Postal Service delivery
record [irrespective of whether there Is a single article to deliver this way or
multiple articles for delivery on some form of manifest] and the second on the
Return Receipt card PS Form 3811. [d] Confirm, or explain if you are unable to
do so, that the time and therefore costs for obtainlng both signatures for Return
Receipt for Merchandise service are charged to that service since there is a
single fee. [e] With respect to a Certified Mail Return Receipt Requested
article, how are the time and costs allocated between the two separate services?
[r] Explain the rationale for such an allocation. b] Confirm. or explain if you are
unable to do so, that the time that It takes to obtain the second signature will
usually be less that the time that it takes to get the first signature, or in general.
the time that it takes to obtaln both signature will be less than twice the time to
obtain only one slgnature.

-

RESPONSE:

a.

Confirmed, except that the signature may be obtained from either the
addressee or the addressee's agent.

b.

Confirmed, except that the signatures may be obtalned from either the
addressee or the addressee's agent.

C.

Confirmed, except that the signatures may be obtained from either the
addressee or the addressee's agent or the signeture requirement may be
waived by the customer.
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d.

Confirmed.

e.

Please refer to response of witness Needham to DBP/USPS-26(e and 9
from Docket No. R97-I. For Docket No. R2000-1,the spedal study that

develops retum receipt costs is presented in USPS-LR-I-108. Section 0.
pp. 47-51 (electronicfile name: 'return receipt.xls').

f.

Please refer to response of witness Needham to DBP/USPS-26(eand f)
from Docket No. RQ7-1.

g.

Please refer to response of witness Needham to DBP/USPS-26(g)from
Docket No. R97-1.
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DBPNSPS-52. [e] Confirm, or explain if you are unable to do so,that, on
average when there is more than one return receipt involved for a given
addressee, the average cost for processing each single return receipt will be less
than the cost that would be entailed if the addressee only received a single mail
piece requesting return receipt service. In other words, if the cost for handling a
single return receipt on average was f@cents, then the total cost for handling
100 return receipts for a single addressee at one time would be less than fifty

dollars [resulting in an average cost of less than ffty cents each].

[fl

Do the cost

figure for return receipt service take into account the potential savings in
delivering multiple pieces at the same time?

RESPONSE:
e.

Since I have not specifically studied this, I cannot confirm. However, there

m y be some economies of scale for multiple return receipts delivered at
the same time to the sam addressee.
f.

Please refer to the response of witness Plunkett to DBPIUSPS-32(9 from

Docket No. R97-1.

r-

..
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There is an attachment to response to DFCIUSPS-T30-12[a]
which provides the raw data for determining the cost of reviewing return receipts.
[a] Provide a detailed explanation on how this data has been converted into a
cost per return receipt for this portion of the total costs. [b] Provide similar raw
data and detailed explanations of the determination of the cost for each of the
other components of the total return receipt cost. [c] Provlde similar raw data
and detailed explanations of the determination of the cost for each of the
components utilized In determining the total cost for Certified Mall. [d] Provide
similar raw data and detailed explanations of the determination of the cost for
each of the components utilked in determining the total cost for Return Receipt
for Merchandise. [e] Provide similar raw data and detailed explanations of the
determination of the cost for each ofthe components utilized in determining the
total cost for Certificafe of Mailing. [fl Provide similar raw data and detailed
explanations of the determinatlon of the cost for each of the components utilized
in detennining the total cost for Delivery Confirmation.

RESPONSE:

a.

I calculated a mean of total sampfed volume over total sampled labor time

a c m s all sampled facilities: thus, there is implicit weighting by volume
inherent in the calculation. For further dixusslon of how these data have
been converted into a cost per return receipt for this portion of the total
costs. please see my responses to DFC/USPS-T3W and DFCIUSPS-

T30-45.

b.

The times of other adivitles specified in the return receipt cost study are
based on data collected previously. As explained In my response to
DFC/USPS-T3GlZ(a), because these data were collected in 1976, the raw

data are no longer available.
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C.

For certified mail, witness Meehan's testimony contains the cost that each
component contributes to the cost of the service. Please see USPS-T-11,
Exhibit A (Cost Segments and Components. BY 1998). These cost figures
are for the base year 1998; for test year 2001 cost figures please see
USPS-T-14, Exhibit H (Cost Segments and Components, N 2001).

d.

Since the costs for return receipt for merchandise are based on the costs

for certified mail and specific cost elements for retum receipt service,
please refer to my responses to part (b) and part (c) above.
e.

While the cost components for certificate of mailing are updated in USPS-

LR-1-108 at p . 42 (electronic file name: 'certificate of mailing.xls'), no raw
data are available for the costs for this service.

f.

Please refer to USPS-LR-1-108, Sections A and 8 , pp. 1-23 (electronic file
names: 'del con special studies.xls' and 'del con input cost data.xls"),
whlch present my special studies and input cost data for Delivery

Confirmation. Please refer to my testimony, LISPS-1-30 at pp. 3-8,which
explains the determination of the costs for Delivery Confirmation.
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Refer to the Attachment to response to DFC/USPS-T3072[a]. [aJ What is the total number of delivery facilities in the country [all
independent post offices plus certain branches and stations plus any other
category that provides delivery service to the public]? [b] Confirm that thls study
utilizes ollry 24 fadtitles to predict the clearing clerk'stime for return receipt
review nationwide. [c] What level of confidence in the data does using a sample
of 24 facilities out of the total number in the country provide [show all
calculations]? [d] What is the total count for all return receipts in a recent year?
[e] Confirm that thls study utilizes only 8918 receipts to predict the clearing
clerk's time for retum receipt review natlonwlde. [q What level of confidence in
the data does using a sample of 8918 return receipts out of the total number in
the country provide [show all calcutations]? [9] Refer to facilii #25 and advise
whether this data is for a single clearing clerk or for more than one clerk [provide
the number]. b] Confirm that the month of July would be expected to be a high
vacation period as compared to non-summer months. [il Confirm that if the
normal clearing clerk was on vacation that a substitute would fill in to do the
review. [i] Confirm that in general it would take more time for a substitute clerk
to perform a process than it would take for the person who normally does the
function. F] Was the clearing clerk who conducted each of the surveys at the
24 office the regular clerk or a substitute clerk? [I] Explain and discuss any
items that you are unable to confirm.
RESPONSE:

a.

Please refer to the Postal Service's response to DFCIUSPS-58.

b.

Confirmed.

c.

Iam confident that the data from thls national study serve as a reasonable
and sufficient basis for determining the costs assodated with clearing clerk

adivity for return receipt service. The mw data and summary cost
calculations are presented in USPS-LR-I-IO& Section G. pp. 74740.
d.

In FY 1998, the totel count for return receipts was 236,375,306.

e.

Confirmed.
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f.

Iam confident that the data from this national study serve as a reasonable
and sufficient basis for determining the costs assoclated with clearing clerk
activity for return receipt service. The raw data and summary cost
calculations are presented in USPS-LR-1-106, Section G. pp. 74.748.

g.

I do not have specific knowledge of whether the data from facility #25 are
for a single clearing derk or for more than one clerk.

h.

Confirmed.

i.

Confirmed.

j.

Having no direct evidence to support this conclusion, Icannot confirm.
However, Iwould expect that a substitute dsrk may take more time to
perform a specific process than would the clerk that regularly performs that
process.

k.

I do not have specific knowledge as to whether the clearing clerks who
completed each of the surveys at the 24 offices were the regular clerks or
substitute clerks. However, given that derks receive limited annual leave, I
would expect that the most clerks participating in the survey were the Clerks
who regularly performed the clearing e~!b'ky.

1.

My explanation is provided in part (I)above.
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of the total volume of return receipts utilize a privately printed form? [b] Confirm
that there is no cost to the Postal Service for the form when a mailer utilizes a
privately printed form. [c] How is this savings calculated in your rate evaluation?
[d] What percentage of the total volume of return receipts are mailed directly by
the mailer without the need for window serdce? This should include both those
instances where the mailer does not utilize any window service and those
instances where the window service is related to one or more other services
other than the return receipt. [e] Confirm that there is no cost to the Postal
Service for window service when a mailer directly mails his article. [9 How is
this savings calculated in your rate evaluation? Is] If I mail a letter Certified Mail
Return Receipt how is the window titbe allocated between the mailing of the
article '&elf, the activities related to the Certified Mail service, and the activities
specifically related to the return receipt? Pmvlde copies of any studies and raw
data utilized to respond to this question. [h] What percentage of the letters that
are mailed with a return receipt are returned to the sender as either
undellverable or unclaimed7
Confirm that there Is no cost to the Postal
Service for delivery or processing return receipt costs in this case. fi] How is this
savings calculated in your rate evaluation? [k] What percentage of the total
number of return receipts ere not processed at the time of delivery but are
completed by the addressee after delivery has been made, therefore requiring
no intervention by the Postel Service at the delivery end other than to transport
the mailed return receipt card back to the senden
Confirm that, in the
instance noted In subpart k, there is no cost to the Postal Service at the delivery
end other than for the cost of a post card back to the sender. [m] How is this
savings calculated in your rate evaluation? [n] Is it permissible for e non-USPS
recipient of articles containing return receipts to enter into an agreement with the
delivering post oRce for the post oflice to complete all portions of the return
receipt prior to or Goincident with delivery or must the addressee complete the
signeture part at a minimum? In other words, the return receipt cards are
removed by the ppst ofci e and, in most cases, a rubber stamp or other
automated means is utiliied to "sign" the card without any intervention by the
recipient. Io) If yes, what conddons and provisions apply and what section of
the OMMlPOM authorizes this method? Ip] If yes,what percentage of the total
return receipt volume are processed in this manner?
Confirm that the
method described In subpatt n will incur additional costs. (r] How is this added
cost calculated in your rate evaluation?

-

m

m

[a

RESPONSE:

a.

No such percentage has been quantified.
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b.

Confirmed insofar as printing costs are concerned.

c.

The cost study for return receipts does not reflect the use of privately

printed forms. However, the only cost avoided by a prlvately printed form is
the prlnting cost, which Is approximately $0.006 per unit. Since many

return receipts are not privately printed forms. and since there may be costs
for reviewing privately printed forms to ensure conformance with standards,

I believe that reflecting any cost avoided by privately prlnted forms would
not have a material effect on the unit costs or proposed fees for return
receipt service.
d.

To the best of my knowledge, no such percentage has been quantified for

return receipt service.
e.

Confirmed that the Postal Service Incurs no window cost when a mailer
directly mails an artide and in so doing bypasses any window service
transaction.

f.

The cost study for return receipts does not reflectthis savings, since I do

not have any quantification of the percentage of return receipt transactions
that actually bypass window setvice.

g.

The cost study forreturn receipt service allocates the time related to the
return receipt portion of the transaction to the return receipt sewice.

See

USPS-LR-1-108, pp. 47-51 for the cost calculatlon (the raw data are not

-r
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.
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available for this cost component). It is my understanding that cost data
systems estimate the window times specifically related to the article itself

and to the certified mail service and allocate these times to the mail dass of
the artide itself and to certified mal service, respectively. Please see

witness Meehan’s testimony (USPS-T-l l).
h.

To the best of my knowledge, no such percentage has been quantified for

return receipt service.
1.

Confirmed.

i.

The cost study for return receipts does not reflect this savings.

k.

To the best of my knowledge, no such percentage has been quantified for

return receipt service.
I.

Not confirmed. Typically In such Instances the Postal Service prepares a
manifest using an automated recording system for all return receipt pieces

being delivered. In preparing this manifest, a Posfal Service employee

must scan the artlcle number for every piece of return receipt mail. Also,
the delivery employee must obtain the recipient’s signature on that IMnifeSt

acknowledging that all the listed pieces are actually being delivered. See
Docket NO.R97-I. USPS-RT-20, p.6.

m. The cost study for return receipts does not reflect
costs from this practice.

any savings or additional

. _
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n.

I have been informed that there is no explicit authorization for a non-USPS
recipient to enter into such an agreement for return receipt service. I note
that with return receipt for merchandise service, the sender can elect to
waive the signature requirement (as permitted in DMM Issue 55,

5917.2.2(f)).

m.

N/A.

n.

NIA.

q.,r Not confirmed. I have not specifically studied what additional costs or cost

savings might result from your scenario described in part In].

5774

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DAVID 6. POPKIN
REDIRECTED FROM THE POSTAL SERVICE
DBPIUSPS-106
[c] Confirm, or explain and discuss if you are not able to
confirm. that had the changes been implemented, it would have resulted in a
cost savings. [d] Quantify the cost savings noted in response to subpart c. [e]
How are these costs related to the costs provided to the Postal Rate
Commission?
RESPONSE:
c.

I am not able to confirm because I have not specifically studied the extent
to which additional costs or cost savings would have resulted from such
changes. Please see my response to DBP/USPS-79(k-m).

d.

Please refer to my response to subpart IC]..

e.

Please refer to my response to subpart [c].
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DBPIUSPS-117. b] Is the cost of processing a claim independent of the
value? If not, why not? [k] What is the cost of processing a claim?
RESPONSE:

1-k. I am not aware of any studies of the cost of ptocessing a claim and Its
relationship to the value of the item.
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DBPIUSPS-138. [h] Is the cost of processinga claim independent of the
value? If not, why not? [il What is the cost of processing a claim?

RESPONSE:
h-i. I am not aware of any studies of the cost of processing a daim and its
relationship to the value of the item.
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On page 20 of USPS-T-30 reference is made to a special
study that was conducted to determine the costs for post office box key and lock
changes. [a] What method was utilized to determine the 30 offices that
participated in the survey? @] How many facilities are there in the country that
What level of confidence does the choice of a sample
provide box service? IC]
of 30 provide when evaluating the costs at the entire universe of facilities
provided in response to subpart b? [d] Justify that your level of confidence was
appropriate and provide the calculations utilized to determine your response to
subpart c. [e] Please provide the raw data of your survey in a similar manner as
you did for the response to DFC/USPS-T30-12[a]. [fl Provide a copy of USPSLR-1-108, pages 68 through 71. [g] Provide data or an estimate of the number
of additional post offjce box keys are requested each year and the number of
lock changes made -specify the source of the data for your response. [h] You
indicated that the source for Jockchanges is the post office's preexisting
inventory. Are all replacements of key operated locks made by removing the
lock mechanism from the box by removing one or more screws and then
replacing it with another lock mechanism? If not, please explain. [i] Confirm
that all post office boxes are either opened by means of a key or by dialing a
combination. If not, explain. [rl Does your proposal for a lock replacement fee
also apply for the change of combination to the lock? [k] If not, what will the
charge be to change the combination? [q Please describe the method utilized to
change the combination to a cornbination lock. [m] What percentage of the
boxes in the country have key-operated locks, combination locks, and any other
method listed in your response to subpart i? [n] What Is the source of duplicate
or replacement keys? [o] If a customer replaces his lock on the box, how many
new keys are provided and what fee, if any, is charged for them? [p] Will there
be a different cost for key duplication or replacement based on whether the extra
key was already in inventory at the office as opposed to whether one must be
obtained? [qJ What procedure is followed if the extra key is not in inventory? [rl
Provide separate data for key replacements for these two separate conditions
listed in subpart p. [SI Provide an estimate of the range of costs for a normal
key duplication at a hardware store; [t] Are all post office box keys marked DO
NOT DUPLICATE or words of a similar import? [u] Provide any insight 8s to the
comparison of your $4 fee for key duplication wkh the value provided in response
to subpart s.
RESPONSE

a.

Iensured that the sample selection was representative of the papulation by
stratifying the population of postal facilities and randomly selecting offices

5118

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DAVID B. POPKIN
REDIRECTED FROM THE POSTAL SERVICE
DBPIUSPS-121, Page 2 of 4

from within each stratum. I utilized a recently updated database of all
postal facilities with box section delivery that was stratified by fee group.
Selection within each stratum was conducted using the Microsoft Excel
random number generator function. The sampling process resulted in a
national sampling of large, medium and small offices.
b.

In FY 1998, there were approximately 32.000 facilities that provided box
service.

Ca. I am confident that the data from this national study serve as a reasonable
and sufficient basis for determining the costs associated with post oftice
box key and lock changes. The summary data and cost calculations are
presented in USPS-LR-1.108, Section F. pp. 69-70 (electronic file name:
'PO

box lock 8 key.xls") and Section G, p. 75 (electronlc file name: 'PO box

lock & key survey data.xls").
e.

Please see attachment.

f.

These pages are available from the Postal Rate Commission and can be
accessed from the PRC's web site, -aww.prc.goVz. Select Docket No.

"R2000-1",then 'Library References', then 'USPS". then 'USPS-LR-1-108".
Then select electronic file 'I-108.exe'.

Pages 68 and 71 are cover pages,

which are contained In the electronic file named 'coven for USPS-LR-I108.doc". Pages 69 and 70 correspond to electronic file name 'PO box lock
8 key.xls', which is contained in the folder labeled "Section F'.

r-\ -.-

.

.-.-
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9.

1 am not aware of any such data or estimates.

h.

That is my understanding.

1.

Confirmed to the best of my knowledge.

j.

Redirected to witness Mayo.

k.

Redirected io witness Mayo.

I.

The method utilized for changing the combination to a combination lock
requires several steps. First, the clerk must access the post ofice box and
then remove or loosen some of the box hardware (e.g., caps, screws. and
plungers) to be able to access the combination lock. Once this h a s been
performed, the clerk will rotate each lock wheel to change the combination.
Then, the clerk will manually record the newly sei combination. Finally, the
clerk must reinsert andlor tighten the box hardware, restoring it to its
original condition.

m

While I am not eware that these percer'ages have been quantified, it is my
understanding that most post officeboxes utilie key-operated locks.
Furthermore, the percentage of combination locks will become even less

significant by the test year, as POM Section 141.423 states that only keylocking models of post office boxes be available for installation in new
facilities or for expansion or replacement of existing post office box
sections.
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n.

Facilities providing box service are required to maintain in inventory at least

one key for each post ofice box. After issuing the spare key, the facility
orden replacement keys from the Mail Equipment Shops.
0.

As proposed in DMCS Section 921.134. two keys would be available with

the payment of a refundable deposit. The customer would be able to
obtain additional keys with the payment of the proposed fee as described in
witness Mayo's testimony, USPS-T-39.
p.

No, I do not believe the distinction is applicable. Postal facilities with box

delivery service are required to order a replacement key afler issuing the
spare key maintained in inventory, so providing a duplicate key causes a
replacement key to be produced.
q.

An extra key should always be maintained

in inventory. Please refer to my

response to subpart [n] above.
r.

Please refer to my response to subpart b]above.

s.

I have not studied the costs for normal key duplication at a hardware store:

this is beyond the scope of my testimony.
t.

That is my understanding.

u.

Redirected to witness Mayo.
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DFCIUSPST30-I. Please refer to your testimony at page 12 and explain all
differences between the cost study for return receipt and retum receipt for
merchandise conducted for Docket No. R2000-1 and the cost study conducted
for Docket No. R97-I.
RESPONSE:

The differences between the cost study for return receipt and return receipt for
merchandise conducted for Docket No. R2000-1 and the cost study conducted
for Docket No. R97-1 include updated cost inputs and, in the case of return
receipt for merchandise, a new costing methodology.

As stated in my testimony (USPS-T-30. p. 12), the Docket No. R2000-1 cost

study features updated inputs. These inputs include updated wage rates,
piggyback factors, labor times for clerk and carrier review functions, weighting
factors, and retrieval time for return receipts after mailing. The new cost study
(see USPS-LR-I-:08, pp. 47-55) reflects increased fi

.:

rates for carriers and

clerks. Additionally, the new cost study replaces the “clerk & mailhandler” wage
rate used in Docket No. R97-1 with the “window service clerk wage rate, which
is a more appropriate application for window acceptance activities. Piggyback
factors, which reflect indirect attributable cost, have increased since Docket No.
R97-1. The unit cost of returning the return receipt has increased due to

changes in mail processing, transportation, and delivery costs per piece. A new
field study was conducted to update clearing clerks’ labor times for checking
each return receipt and making sure that the cards are properly signed and
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dated. Also, a new weighting factor is used to develop a weighted average unit
cost of combined service including return receipts that indicate to whom and date
delivered and return receipts that indicate to whom, addressee's address, and
date delivered. For return receipts after mailing, the new cost study estimates a
significant decrease in search and review labor time due to the planned
implementation of electronic signature capture, which will transform the search
and review activity into a more efficient electronic process. The new cost study
eliminates the cost of "Preparation and Review of Form 1572

- Inquiry About

Receipt of Mail", since this function is no longer performed for return receipt after
mailing.

The new cost study employs a change in methodology for return receipt for
merchandise costs. As explained in my testimony (USPS-T-30, p. 12). the new
methodology bases the costs of return receipt for merchandise on the costs of
certified mail, since the operations are similar. Under the new methodology, the
unit cost of certified mail is presented. The costs of obtaining the return receipt

signature, printing the return receipt, and returning the return receipt through the
mailstream are added to the unit cost for certified mail.

Finally, an adjustment is

made to reflect the unit cost savings from the electronic signature capture
process.
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DFC/USPS-T30-2. Please provide an analysis of why the costs for return receipt
have increased substantially since Docket No. R97-1.
RESPONSE:
The costs for return receipt requested at time of mailing have increased by 29.9
percent since Docket No. R97-1 because of the combined increases of various
I

cost inputs. Please refer to my response to DFC/USPS-T30-1 above for a
discussion of the cost inputs which have increased since Docket No. R97-1.

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-3. At page 12 of your testimony, you indicate that the costs for
return receipt for merchandise are based on the costs of certified mail. Please
explain how Costs were estimated for return receipt for merchandise in the past.
RESPONSE:
In the past, costs for return receipt for merchandise were estimated in essentially
the same way that costs for return receipt were estimated. For return receipt for
merchandise, an additional cost factor was added to the costs developed for
return receipt. This additional cost factor was assumed to be one-half of the
"CarriedDriver Delivery & Call WindowlBox Second Delivery" cost component of
return receipt.

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T304. Why does the new methodology for return receipt for
merchandise necessarily provide a better estimate of costs than the old
methodology?
RESPONSE:
The new methodology for return receipt for merchandise provides a better
estimate of costs than does the old methodology because return receipt for
merchandise is processed like certified mail. Both services require the delivery
employee to locate the addressee or addressee's agent and obtain a signature,
while regular return receipt service primarily requires the employee to obtain a
second signature once the recipient has been located. Since return receipt for
merchandise service is operationally more similar to certified mail service than to
regular return receipt service. the new costing methodology determines the
additional cost over certified service as opposed to the additional cost over
regular return receipt service. Please see my response to DFCIUSPS-130-1.

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-5. Please explain all differences, including differences in
methodology, between the cost study for certified mail conducted for Docket No.
R2000-1 and the cost study conducted for Docket No. R97-1.
RESPONSE:
In my testimony, I provide a cost differential for certified mail caused by the

electronic signature capture process. For a discussion of the cost impact of
electronic signature capture on certified mail and other accountable mail
services, please refer to my testimony, USPS-T-30, p. 13. For development of
the cost differential, please refer to USPS-LR-1-108, Section D,pp. 56-61.

Please see witness Meehan’s response to DFC/USPS-T30-6 for a discussion of
other differences between the costs for certified mail in Docket No. FUOOO-1 and
the costs in Docket No. R97-1,
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DFC/USFS-T30-8. Please refer to your response to DFC/USPS-T30-1. For
certified mail, return receipt, and return receipt for merchandise, for every item or
component (e.g., wage rates) that affects the cost of the service. please provide
the cost that that item or component contributes to the cost of the service, in
dollars and cents, for both Docket No. R2000-1 and Docket No. R97-1.
RESPONSE:
For certified mail in Docket No. R2000-1,witness Meehan's testimony contains
the cost that each component contributes to the cost of the service. Please see
USPS-T-11, Exhibit A (Cost Segments and Components, BY 1998). These cost
figures are for the base year 1998; for test year 2001 cost figures please see
USPS-T-14, Exhibit H (Cost Segments and Components, TY 2001).

For certified mail in Docket No. R97-1, please see USPS-T-5, Exhibit A (Cost
Segments and Components, BY 1996) which contains the cost that each
component contributed to the cost of the service. Please see also USPS-T-15,
Exhibit E (Cost Segments and Components, TY $998at Current Rates).

For return receipt and return receipt for merchandise, the specific cost
components are explicitly identified and quantified in the cost studies. Please
see USPS-LR-1-108, pp. 48-54 for Docket No. R2000-1 costs and see USPS-LRH-107, pp. 38-43 for Docket No. R97-1 costs. Factors such as wage rates affect

the cost of these services, but are included in the other cost components.
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DFC/USPS-T30-9. Please discuss the extent to which the costs for certiied mail
and return receipt consider circumstances such as those revealed in the
Inspection Service audit provided in response to DFC/USPS-T39-3 whereby
postal employees skip steps or otherwise do not follow proper procedures in
processing certified mail or return receipts. Or are the costs based only on
studies where postal employees follow proper procedures, and complete all
steps, in processing certified mail and return receipts?
RESPONSE:
The costs for certified mail are determined by data systems. These data
systems tally those activities that are actually performed by postal employees,
reflecting whatever procedures are actually followed. The costs for regular
return receipt are determined by a cost study. This cost study develops costs for
those activities that are required by standard operating procedure, even if there
may be instances in which employees do not follow each step of the procedure.
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DFCIUSPS-T30-10.

a.
I

b.

c.
I

d.

e.

f.

Please confirm that customers using certified mail do not need to present
their mailing receipt to a window clerk if they do not need proof of mailing.
Please confirm that customers using return receipt for merchandise must
present their mailing at a post office or leave it in their rural mailbox.
Are the window costs for a return-receipt-for-merchandise transaction
greater than the window costs for the typical certified-mail transaction?
Please explain why or why not.
Except for the option to purchase restricted delivery for an additional fee,
please explain precisely the service elements (e.g., proof of mailing, proof
of delivery, etc.) that a customer of certified mail receives that a customer
of return receipt for merchandise does not receive.
Except for the option to purchase restricted delivery for an additional fee,
please confirm that a customer of return receipt for merchandise receives
every service element that a customer who purchases certified mail plus
return receipt receives. If you do not confirm, please explain.
Please explain why and how - logically -the costs for certified mail plus
return receipt can be higher than the cost for return receipt for
merchandise.

RESPONSE:

a.

Redirected to witness Mayo.

b.

Redirected to witness Mayo.

c.

No. The costs that I have presented for return receipt for merchandise

are based on the costs for certified mail and no additional window costs

are assumed for a return receipt for merchandise transaction.
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d.

Redirected to witness Mayo.

e.

Redirected to witness Mayo.

f.

The costs for certified mail plus return receipt can be higher than the cost
for return receipt for merchandise because of differences at window

acceptance and at delivery. Window acceptance transactions for certified
mail plus return receipt can be lengthier since they involve two separate
services. In many instances, customers of certified mail may ask
questions about return receipt service before purchasing return receipt as
a n additional service. Furthermore. return receipt for merchandise mail
may be entered in bulk more than certified plus return receipt mail,
resulting in a lower unit volume variable window acceptance cost.
Differences at delivery also explain why costs for cer'ified mail plus return
receipt can be higher than the cost for return receipt for merchandise.
First, return receipt for merchandise may involve a higher proportion of
large-shaped mail items. The delivery cost for return receipt for
merchandise may be lower because it is the size of the host mailpiece,
not the requirement of a signature, which drives some carriers to
approach the door of a residence. Second. restricted delivery service is
not available with return receipt for merchandise service, but is available
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with regular return receipt service. Because restricted delivery is not
available with return receipt for merchandise, carriers may exhibd a higher
rate of successful delivery upon the first visit. Therefore, call windowl box
second delivery costs may be less for return receipt for merchandise than
for regular return receipt. Third, return receipt for merchandise customers
(unlike customers of certified mail plus retum receipt) may waive the
signature requirement. In such cases, the delivery employee may deliver
the article on the first delivery attempt without waiting for the addressee or
addressee’s agent, thereby reducing the cost of delivery. The waiver of
signature eliminates any call windowl box second delivery costs that might
otherwise result if the addressee or addressee’s agent were not available

to sign.
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DFCIUSPS-T30-11.
a.

Please provide the percentage of manual Delivery Confirmation
transactions for which the customer actually obtains proof or evidence of
mailing.

b.

Please confirm that certificate of mailing provides evidence of mailing.
Please confirm that Delivery Confirmation provides evidence of mailing. If
you do not confirm, please explain.

C.

-

-certificate of mailing can have a

-

-

d.

Please explain why and how logically
higher cost than Delivery Confirmation.

e.

Please explain why and how logically manual Delivery Confirmation
for Priority Mail can have a lower cost than manual Delivery Confirmation
for Standard Mail (B).

RESPONSE
a.

Redirected to witness Mayo.

b.

Redirected to witness Mayo.

c.

Redirected to witness Mayo.

d.

The unit volume variable costs are higher for certificate of mailing than for
Delivery Confirmation because of operational distinctions between the two
services. First, window acceptance is a more costly function for certificate

of mailing because all certificate of mailing transactions (exduding bulk
pieces) incur a window acceptance transaction and thus acceptance costs.
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Retail Delivery Confirmation, on the other hand, does not incur a window
acceptance transaction in all cases. The cost study for Delivery
Confirmation recognizes that 22.6 percent of retail Delivery Confirmation
volume bypasses window acceptance. See USPS-T-30. pp. 5-6.

I

Second, because retail Delivery Confirmation is expected to be a more
commonly used service than is certificate of mailing, window clerks may be
more familiar with and thus more efficient at providing retail Delivery
Confirmation service.

Third, Delivery Confirmation is a new, technologydnven service that
exhibits more cost efficiencies than certificate of mailing service, which is
completely manual. Even those retail Delivery Confirmation items that
incur a window acceptance exhibit greater cost efficiencies than do
certificate of mailing items because of how information is recorded. For
example, a retail Delivery Confirmation item accepted at the window is
scanned electronically; information is contained in the Delivery
Confirmation label's barcode and is recorded electronically during the scan.
For a certificate of mailing, on the other hand, information must be recorded
by hand, which is a more time consuming process.
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e.

Retail Delivery Confirmation for Priority Mail has a lower net cost than does
retail Delivery Confirmation for Standard Mail (B) because a portion of the
Priority Mail Delivery Confirmation cost is included in the costs for the
Priority Mail subclass. The costs for Standard Mail (B) retail Delivery
Confirmation, on the other hand, remain entirely in the costs for the
Delivery Confirmation special service. This cost difference is described and
presented in USPS-T-30, pp. 6-7.
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DFC/USPS-T30-12. Please refer to your response to DFC/USPS-T30-1.

a.

Please provide, for both Docket No. R97-1 and Docket No. R2000-I, the
raw data of the labor time per return-receipt transaction for clerk and carrier
review functions, clearingclerk time, and windowclerk time.

b.

If the times described in (a) have increased in Docket No. R2000-I
compared to Docket No. R97-I, please explain why.

C.

Is the "new field study to update clearing clerks' labor time different in
methodology from the study conducted for Docket No. R97-I? If so, please
explain the differences.

d.

Why does your response refer to return receipts showing "to whom,
addressee's address, and date delivered" given that Docket No. MC96-3
changed retum receipt to provide a single service, which provides a return
receipt showing to whom and date delivered, plus the addressee's address
if it is different?

e.

In the electronic version of USPS-LR-1-108, why does the Excel file titled
'return receipt" appear to differentiate between "whom and date delivered"
and "whom. where and date delivered"?

f.

Please provide the percentage of all return receipts for which the Postal
Service provides a new address on the retum receipt.

RESPONSE:

a.

Please see the attached spreadsheet for the raw data used in Docket No.
R2000-1 for the labor times for clearing clerks' review of carriers' PS Form
381 1 cards. The window acceptance time for Docket No. R2000-1 is based
4

on the time reported in the Docket No. R97-1 cost study. The raw data
upon which Docket No. R97-1 costs are based are not available since the
original field study was conducted in 1976.
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b.

The time for clearing clerk I carrier review as measured in the Docket NO.

R2000-I cost study falls within the range of the two times (for whom and
date delivered and for whom, where and date delivered) reported in the
Docket No. R97-1 study. The difference between the new data and old
data can be explained by differences between the two studies, induding
when the data were collected and the sampled faciliiies at which the data
were collected.
c.

Yes, the new field study to update clearing clerks' labor time is different in
methodology from the previous study. The new field study obtained data

.-

from 25 randomly selected post offices over a period of one week, while the
previous study obtained data from 26 non-randomly selected post offices
over a period of two weeks.
d.

My response refers to return receipts showing "to whom, addressee's
address, and date delivered" because existing cost data must be weighted

to reflect the single service. which provides the addressee's address for a
porfjon of return receipt transactions .
e.

The Excel file titled "return receipt" differentiates between "whom and date
delivered" and "whom, where and date delivered because the cost study is
based in part on data that were obtained prior to Docket No. MC96-3,
before these two services were consolidated.
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f.

The exact percentage of all return receipts for which the Postal Service
provides a new address on the return receipt has not been quantified. My
cost study uses as a proxy 2.72 percent, which is the percentage of total
mail volume that is undeliverable as addressed (UAA). Please refer to
USPS-T-30, p. 12. Presumably, the Postal Service would provide a new
address for all UAA mail. Therefore, the use of UAA mail as a proxy for
return receipts for which the Postal Service provides a new address is both
reasonable and appropriate.

_-

a

,

.
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Accountable Mail Return Receipt Study: Field Survey Data
Individual Site Data
FACIL17Y

IC#

DAY
1
0
0

1

QUESTION#
1
2

2

1

3

2
1
2
1
2
I
2
I
2
1
2
1
2
1
2
I
2
1
2
1
2
1
2
1
2
1
2

1
5
2
1
3
400
45
5
1
5
5
0
0

3
4
5

6
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1

2
1
2
1
2
z
1
2
1
2
1
2
1
2
1
2
1
2

1

2
16
0.53
40
20
63
10
2
1
56
3
0
0
33
5
20
1
21
2
191
20
53
10
2
1
6
1
63
10
209
105

DAY
2
1
1
2
I
6
2
0
2
630
55
11
2
4
4
3
1
1
1
13
0.43
30
15
51
10
2
1
38
2
0
0
39
5
18
1
15
1
196
25
49
12
1
1
4
1
104
13
255
128

DAY
4
1
1

DAY
3
3
1

2
1
9
2
0
0

3
1
12
5
1
I
0
0
1
1
6
6
2
1
2

lo00
65
10
2
4
4
3
1
1
2
6
0.17
30
15
31

2
10
0.42
0
0
12
5
1
0

8

2
1
54

53
3
0
0
29
5
12

4

0

DAY
5
1

DAY

6
2

1

1

3
1
10
5
1
0
600
50
4
I
5
5
2
1
0
0
18
0.83
50
25
123
30
2
1
56
4
0

2
1
10
5
0
0
1200
115
1
1
4
4
2
1
2
2
8
0.25
40
20
47
10
0
0
35
2
0

0

0

20
2
253
30
16

24
5
26
2
46
4
179
15
72

37
5
17
1
21
1.5
252
20
28

3
0

15
2

6

0

0

6
1
92
12
167
84

0
0

2
6
1
143
16
308
154

0

41
5
31
2
35
2
175
20
23
5
0

1

56
3
362
181

2
2
5
1

56
10
221
111

QUESTION #1: "How many PS Form 3811 ("Return Receipt") cards did you review today?"
QUESTION #2: "How many minutes did you spend reviewing PS Form 3811 cards today?"
Data from Facility ID #7 excluded due to incomplete reporting
NOTE:

r--\ -

'

'~

:-.
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DFC/USPS-T30-13. These questions refer to the electronic version of USPSLR-1-108that is available at the Commission's Web site.
a.

For each section listed in the file named "contents for USPS-LR-1-108".
please provide the name of the file that contains the section and page
numbers associated therewith.

b.

Please provide the name of the electronic file that contains pp. 47-55 of
USPS-LR-1-108.

c.

Please provide the name of each file that contains information relevant to
costs for return receipt.

d.

Please provide the name of each file that contains information relevant to
costs for return receipt for merchandise.

RESPONSE:

a.

Please see next page.
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1
CONTENTS OF
CTRNl
E BY
i
CONTENTS/SuMMARY
“contents for USPS LR-I-108.d~”
‘‘cost summary.doc”
SECTION A Delivery Confirmation Special Studies (pp. 1-9)
“del con special studies.xls” (pp. 2-9)
SECTION B: Supporting Spreadsheets: Delivery Confirmation @p. 10-23)
“del con input cost data.xls” @p. 11-23)
SECTION C Supporting Spreadsheets: Signature Confirmation (pp. 2440)
“sig con input cost data.xls” (pp. 2540)
SECTION D: Supporting Spreadsheets: Accountable Mail Cost Updates (pp. 41-61)
“certificate of mailing.xls” (p. 42)
“insured mail.xls” (p. 43)
“insured mail - bulk.xls” @p. 44-45)
“restricted delivery.xls” @. 46)
“return receipt.xls” @p. 47-55)
.
“elec sign capt -before rates.xls” @. 56)
“‘elec sign capt - after rates.xls” @. 57)
0
“elec sign capt unit cost deltas.xls” @p. 58-61)
SECTION E Supporting Spreadsheets: On-Site Meter Setting Services (pp. 62-67)
“on-site meter service.xls” @p. 63-67)
SECTION F: Supporting Spreadsheets: PO Box Key & Lock Change Svc @p. 68-70)
“PO box lock & key.xls” @p. 69-70)
SECTION G: Special Studies: Field Survey Data @p. 71-75)
“‘on-sitemeter sew survey data.xls” @. 72)
“on-site meter sew ddc data.xls” (p. 73)
“return receipt survey data.xls” (p. 74)
“PO box lock & key survey data.xls” @. 75)
SECTfON H: Special Studies: Field Survey Materials @p. 76-86)
“ret rcpt data collection writeup.doc” @. 77)
“instructions for ret rcpt survey.doc” @. 78)
“return receipt survey.xls” @. 79)
“instructions for osms swey.doc” @p. 80-81)
“osms survey.doc” @. 82)
“instructions for PO box survey.doc” @p. 83-84)
“PO box lock &key survey.doc” @p. 85-86)
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b.

The name of the electronic file that contains pp. 47-55 of USPS-LR-1-108 is
"return receiptxls".

c.

The following files contain information relevant to costs for return receipt:
'cost surnrnary.doc"
'return receipt.xls"
'elec sign capt - before rates.xls" [for return receipt after mailing only]
"elec sign capt -after rates.xls" [for return receipt after mailing only]
"elec sign capt unit cost deltas.xls" [for return receipt after mailing only]
"return receipt survey data.xls"
"ret rcpt data collection writeup.doc"
'instructions for ret rcpt survey.doc"
"return receipt survey.doc"

d.

The following files contain information relevant to costs for return receipt for
rnerchsndise:
"cost sumrnary.doc"
;return receipt.xis"
"elec sign capt - before rates.xls"
'elec sign capt - after rates.xls"
"elec sign capt unit cost deltas.xls"
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DFCIUSPS-T30-14. Suppose a carrier is delivering a letter that was sent via
certified mail, return receipt requested.
a.

Please confirm that the process of contacting the addressee (or agent) to
obtain signatures (e.g., walking to the door, ringing the doorbell, waiting for
a response) incurs a cost. (For this interrogatory, the process of contacting
the addressee does not include obtaining the signatures.)

b.

Please confirm that the process of contacting the addressee is necessary
for certified mail whether or not a return receipt is attached.

c.

To which service or service(s) are the costs described in (a) allocated
certified mail only, or both cerlified mail and return receipt? Please explain.

-

RESPONSE:
a.

Confirmed.

b.

Confirmed.

c.

The costs described in (a) are allocated to certified mail only. It is my
understanding that the data systems assign these costs to the certified mail
delivery cost segment. The special study for return receipt costs excludes
the costs described in (a), but includes carrier delivery-related costs such
as obtaining a signature on the Form 3811, ensuring the appropriate

_.

sections of Form 3811 are completed, and detaching the Form 3811 from
L

the mailpiece.
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DFCIUSPS-T30-16. Please refer to your response to DFC/USPS-T30-1O(f) and
provide all evidence confirming that the explanations you provided that can or
may explain the reasons why the costs for certified mail plus return receipt are
higher than the cost for return recelpt for merchandise acfua//y explain the cost
differential.
RESPONSE:

While I do not have quantitative measurements demonstrating the extent to

-.

which the explanations I provided in response io DFC/USPS-T30-1O(f) actually
explain the cost differential, I conclude that these explanations are reasonable
and valid based on my knowledge of these services and discussions with
personnel. Upon further review, however, I believe that the absence of the
restricted delivery option for return receipt for merchandise most likely does not
explain the cost differential.
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DFC/USPS-T30-17. Please refer to your response to DFC/USPS-T30-10(f) and,
specifically, your discussion about costs associated with restricted delivery.
Suppose a customer sends a letter via certifiM mail with return receipt and
restricted delivery. Suppose, further, that the carrier must make a second
delivery attempt because the addressee was not available to accept delivery, but
another person at the addressee's residence or business was available. Under
these circumstances, are the costs associated with a second delivery attempt or
a call window attributed exclusively to certified mail or restricted delivery, or does
return receipt bear some of these costs? Please explain fully the allocation of
costs for a second delivery attempt or a call window under the scenario
described in this interrogatory. If return receipt bears some of these costs.
please explain the logic of this cost allocation given that, absent the restricted
delivery. a person other than the addressee would have been able to sign for the
item on the first delivery attempt.
RESPONSE:

Under the aforementioned circumstances, which I believe applies to less than 1
percent of return receipt volume, it is not clear exactly how the costs associated
with a second delivery attempt or a call window would be attributed to certified
mail or return receipt service. In measuring such second delivery attempt or call
I

window costs, data collectors may not be informed that on the first attempt
signatures could have been obtained from someone other than the addressee
were it not for the restricted delivery requirement. To the extent that the original
return receipt cost study did not obsenre return receipts fitting all the
suppositions stated in this interrogatory (and only about 1 percent of return
receipt transactions have restricted delivery, and in most of those cases either
the restricted delivery recipient or recipient's agent would be available on the first
visit, or no one would be available), such costs are not attributed to return receipt
service. The cost study for restricted delivery, however, does reflect the costs for
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a second delivery attempt or a call window, including under the scenario

descn'bed in this interrogatory.
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DFCILISPST30-18. Please refer to your response to DFC/USPS-T3&10(f).
Please provide all data confirming that a window transaction for certified mail
plus return receipt is, on average, longer thana window transaction for retum
receipt for merchandise.

RESPONSE:
Based on my knowledge of these services and discussions with personnel on
this matter. Iconclude that the explanations I provide in response to DFCIUSPS-

T30-10(f) are reasonable and valid. I do not. however, have quantitative
measurements confirming this condusion.

I--\ -

-
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DFCIUSPS-130-20. Please refer to your response to DFCNSPS-T30-8. Please
provide copies of the pages from Docket No. R97-1 to which you referred that
contain information responsive to my interrogatory.
RESPONSE:

It is my understanding that these materials were provided during Docket No.
R97-f. These materials are publicly available on the Postal Rate Commission's
web site at WWW.D~C.PQI!. From the homepage, select 'Link to Old Web Site'

.

Under 'Docketed Cases', select 'Rate",'then select the "R97-1. link.

For USPS-LR-H-107, select the "Library References" link, then the 'USPS' link,
then the 'H-101 to H-150" link, then the 'USPS-LR-H-107" link. You can
download this library reference in electronic format. The file named
'Return-1 .XLS" contains pp. 38-43.

.

I

For USPS-T-5 and USPS-T-15, select the Testimony link, then the 'USPS" link,
then the 'USPS-T-6 and 'USPS-T-15' links. You can download these
testimonies in electronic format If the exhibits are not accessible electronically,
they are in the public domain and available from the Commission's Docket
Room.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
Ti) INTERROGATORIESO f DOUGLAS F. CARLSON
DFCNSPS-T30-21. Please refer to your response to DFC/USPS-T3042(a).
a. Are the raw data that you provided the basis for the cost study presented in
USPS-LR-I-I08? If not, please explain the relationship of these cost data
to this library reference.
b. Do the data that you presented in response to OFC/USPS-T3&12(a)
represent all the data that you used to calculate the time that postal
employees spend completing and returning return receipts? If not, please
explain and provide the missing data. For purposes of this question,
please ignore mail-processing costs for returning the Form 3811.
c. The original interrogatory asked for data on labor tlme for clerk and carrier
revlew functions, clearing-clerk time, and window-clerk time. The data
provided in your interrogatory response apparently were furnished in
response to survey questions that asked ‘How many PS Form 3811
(‘Return Receipt‘) cards did you review today?” and ‘How many minutes did
you spend reviewtng PS Form 3811 cards today?” Please explain the
types of employees who completed the survey that asked this question
(e.g., clearing clerk, carrier, etc.), and please provide any and all missing
data necessary to provide a complete response to DFCNSPS-T30-I2(a).
Also, see response to part (b) above.
d. For each facility, please dlscuss the extent to which the employees who
participated in the survey processed all the return receipts for that Office on
each day of the survey. For example. might one office have had two
clearing clerks, but only one clearing clerk pariicipated in the survey,
causing the return-receipt volume reported in the survey for that office to
understate the facility‘s total volume?
e. Piease provide all rew data governing the wlndow-clerk, carrier, and other
time and costs associated with obtaining a signature on a return receipt.
Please explain generally the differences in the resub from the survey for
f.
Docket No. R2000-1 and the survey conducted for Docket No. R97-1.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-21, page 2 of 3

RESPONSE:

a.

The raw data provided in response to DFC/USPS-T30-l2(a) are the basis
for the clearance activity component of the return receipt cost study
presented in USPS-LR-1-108.

b.

The data that I presented in response to DFCIUSPS-T30-12(a) represent
all the data used to calculate the time that clearing clerks spend performing
clearance duties for retum receipts. The data provided in response to
DFC/USPS-T30-12(a) are used only to calculate the time incurred by
clearing clerks for the clearance of Forms 381 1 and the associated carrier
waiting time resulting from this activity. The times of other activities
specified in the return receipt cost study are based on data collected
previously. As explained in my response to DFC/USPS-T3&12(a).
because these data were collected in 1976, the raw data are no longer
available.
Clearing employees completed the survey. All data used for the study were

c.

induded in my response to DFC/USPS-T3&12(a). The only data not
provided were those from site #7. which reported volumes of
19.20,33,18,23, and 21 return receipts cleared for the six days of data
collection. Since this site did not record the times spent in clearing these
return receipts, these data were excluded from the study.

/

:

-

-
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO lNTERROGATORlES OF DOUGLAS F. CARLSON
DFC/USPS-T30-21, page 3 of 3
d.

The survey instructions stated that "the survey should be completed by the
clerk(s) responsible for clearing accountable mail". Please see LR-1-108,
p.

78. Thus, if more than one clerk performed the .clearing activity, then more
than one clerk should have reported data. Ido not know the extent to
which the employees who participated in the survey actually processed all
the return receipts for each office on each day of the survey. Your
hypothetical example may or may not reflect what actually occurred.
However, even if your example holds for a given site, then presumably both
the volume and labor time would have been understated. Therefore, your
hypothetical example -even if true -would not necessarily compromise
the resulting productivities.
e.

Please refer to my response to DFC/USPS-T30-21(b).

f.

Please refer to my response to DFCIUSPS-T30-12(b).
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFCIUSPS-130-22. For each of the 24 facilities listed in the attachment to the
response to DFC/USPS-T3O-l2(a),please provide t h e following information: city
and ZIP Code, CAG level, number of city carrier routes that the facility serves,
number of rural carrier routes each facility serves, and postoftice delivery
statistics.

t

RESPONSE:

The Postal Service has filed a partial objection to this interrogatory. Please see
the attachment for CAG level of each of the 24 facilities, number of city carrier
routes that each facility serves, and number of rural carrier routes each facility
serves. It is unclear what data are requested by 'postoftice delivery statistics".

.-
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Attachment to response to DFCIUSPS-130-22
# O F CITY #OF RURAL
CRRTs
CRRTs
0
1
0
0
0
22

ID#
1
2
3
4

CAGLEVEL
K
G

A

130

0

5

A

15

0

6

J
B
K
K
G
A
B
J

0
21
0
0
0
0
3
0
17
0
28
2
14
55
20
0
0
27
120

2
0
1
0
5
0

8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

E

D
J
A
G

B
A
A
K
J
B
C

0
1
.

9
0

0
3
8
0
0
2
2
0
0
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPST30-23. Please discuss the importance that you assigned to
selecting a representative sample of postal facilities for estimating costs for
return-receipt service.
RESPONSE:
In designing this cost study, I considered and recognized the value of selecting a
representative sample of postal facilities and of developing a statistically valid
study. I considered such characteristics as sample size, stratification, and
random selection. I balanced the ideals of obtaining abundant data from many
facilities against the importance of completing this study within a limited time
frame, the demands that this study would place on the field during a period of
.-

field budget cutbacks, and my own need to devote time to various projects and
initiatives.
To yield statistically valid survey results, a representative sample of postal
facilities ideally reflects a random sample of the population of postal facilities,
including small, medium and large oftices. All of the sampled data points should
belong to the population whose mean is being estimated, namely all postal
facilities that perform the activities of delivering and clearing return receipts. The
sample size ideally would be as large as possible, but must be balanced with
existing resource constraints, such as the costs of conducting a survey (including
the costs incurred by the field in participating) and the time limitations at hand. A
statistically valid survey, in addition to incorporating elments as described
above, should ideally have a low standard error.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-23. page 2 of 2

My study of return receipt costs sampled 30 postal facilities randomly selected

from a stratified population of postal facilities performing delivery functions. The
sample represents offices not only of different sues but also of different
geographic locations. Each Area Offce in the nation was included in the sample
selected. Facilities were sampled over a duration of one full delivery week.

. . .
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIESOF DOUGLAS F. CARLSON

DFC/USPS-T30-24. Please discuss the importance that you assigned t0

developing a statistically valid or statistically significant study of the costs for
return-receipt service.
RESPONSE:

Please refer to my response to DFCIUSPS-T30-23.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-T30-25. Please describe the necessary characteristics of a
representative sample of postal facilities that would lead to statistically valid
survey results.
RESPONSE:
Please refer to my response to DFCIUSPST30-23.

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPST30-26. Please describe the necessary characteristicsof a
statistically valid or statistically significant study of the costs for return-receipt

service.
RESPONSE:

Please refer to my response to DFCIUSPS-T30-23.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFCIUSPS-T30-27. Please provide a detailed analysis of the process by which
you determined that your study of the costs for return-receipt service is reliable
and statistically valid or statistically significant.
RESPONSE:
I ensured that the sample was representative of the population by stratifying the
population of postal facilities and randomly selecting offices from within each
stratum. Since I had no database of postal facilities listing volumes of return
receipt deliveries by facility, I utilized a recently updated database of all postal
facilities with box section delivery that was stratified by fee group. Selection
within each stratum was conducted using the Microsoft Excel random number
generator function. The sampling process resulted in a national sampling of
large, medium and small ofices (see response to DFC/USPS-T30-22). After
receiving the data, I reviewed the data to make sure that the data were reported

in a complete manner and discarded incomplete data. I reviewed individual
survey reports with a qualitative chack for reasonableness, with an aim to retain
as much data as possible.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T30-28. Please discuss your education and training in designing
surveys or cost studies to ensure that the results will be statistically valid or
statistically significant.
RESPONSE:
Please refer to my autobiographical sketch at USPS-T-30, pages ii and iii. I have
had academic coursework in statistics but I do not consider myself a statistician
per se.

.

.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T30-29. Please discuss the cost studies that you have conducted in
the past and the process by which you confirmed that your results were
statistically valid.
RESPONSE:
Please refer to my response to DFCIUSPST30-28.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T3030. Please discuss your understanding of whether a study Of
the cost for return-receipt service that sampled only postal facilities that received
an average of five or fewer return receipts per day would be representative or
statistically valid for purposes of determining average costs for return-receipt
service system-wide.
RESPONSE:

I believe that a study that sampled only postal facilities that received an average
of five or fewer return receipts per day would be representative for purposes of
determining average costs for return receipt service system-wide because such
facilities are not out of line with the norm.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-T303i. Please discuss your understanding of whether a study of the
cost for return-receipt service that sampled only postal facilities that received an
average of 100 or more return receipts per day would be representative or
statistically valid for purposes of determining average costs for return-receipt
service system-wide.
RESPONSE

My understanding is that such a sample design would not be representative or
statistically valid for purposes of determining average costs for return-receipt
service system-wide because facilities that received an average of 100 or more
return receipts per day are beyond the norm of postal facilities involved with
providing return receipt service.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPST30-32. Please refer to your response to DFC/USPS-T30-12(a).
a.

Please confirm that facility 5 reported 400,630,1000,0,600, and 1200
return receipts for day 1 through day 6. If you do not confirm, please
explain.

b.

With the exception of 630, please confirm that each quantity greater than
zero at facility 5 is a multiple of 100. If you do not confirm, please explain.

C.

With the exception of day 4, please confirm that the time reported by facility
5 for day 1 through day 6 is, for each day, a multiple of five minutes. Ifyou
do not confirm, please explain.

d.

For facility 5, do you have any concern about the reliability of either the
number of Forms 3811 reported or the number of minutes spent completing
Please explain your answer.
the Forms 381l?

e.

Do you wonder about the accuracy of the data from facility 5 given that
facility 5 reported data for five days, and the quantity of return receipts for
four of those five days was a multiple of loo? Please explain.

f.

Please comment on the likelihood that a postal facility, on four of five days,
will process a quantity of return receipts that is a multiple of 100.

9.

Did facility 5 truly process zero return receipts on day 4? Please explain.

RESPONSE
Facility 5 reported volumes of 400,630,1000.0.600.
and 1200 for day 1
through day 6 and times of 45,55,65,0,50,115 minutes for day 1through day
6. These figures appear to be reasonable approximations. The fact that a given

facility. facing budget constraints and demands to move the mail as quickly as
possible, may report reasonable approximations as opposed to fully precise
measurements over an extended period of time should not dismiss that facility's
reported data per se. In fact, since Ibelieve the reported data does represent
reasonable approximations, the data should be incorporated into the study. I
expect that any rounding up would be offset by rounding down. As for the
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIESOF DOUGLAS F. CARLSON
DFC/USPS-T30-32, page 2 of 2

reporting of zero return receipts on day 4, I only know that there was no repodng
of volume or activity time on that day.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-T3033. Please refer to your response to DFCIUSPS-T30-12(a).
a.
b.
C.

d.

e.

.-

f.

Please confirm that facility 12 reported 40,30,30,0,50, and 40 retum
receipts for day 1through day 6. If you do not confirm, please explain.
Please confirm that each quantity greater than zero at facility 12 is a
multiple of 10. If you do not confirm, please explain.
With the exception of day 4, please confirm that the time reported by facility
12 for day 1 through day 6 is, for each day, a multiple of five minutes. If
you do not confirm, please explain.
For facility 12, do you have any concern about the reliability of either the
number of Forms 3811 reported or the number of minutes spent completing
the Forms 381l ? Please explain your answer.
Do you wonder about the accuracy of the data from facility 12 given that
facility 12 reported data for five days, and the quantity of retum receipts for
each of those five days was a multiple of l o ? Please explain.
Please comment on the likelihood that a postal facility, on five of six days,
will process a quantity of retum receipts that is a multiple of 10.

RESPONSE:
Facility 12 reported volumes of 40,30,30,0.50, and 40 for day 1 through day 6
and times of 20.15,15,0.25, and 20 minutes for day 1 through day 6. These
figures appear to be reasonable approximations. The fact that a given facility,
facing budget constraints and demands to move the mail as quickly as possible,
may report reasonable approximations as opposed to fully precise

measurements over an extended period of time should not dismiss that facility's
reported data per se. In fact. since I believe the reported data does represent
reasonable approximations, the data should be incorporated into the study. I
expect that any rounding up would be offset by rounding down.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-13034. Please refer to your response to DFCNSPS-T30-12(a).
Please discuss the likelihood that a postal facility such as facility 16 would
receive no return receipts for six days.
RESPONSE:
That a postal facility such as facility 16 would receive no return receipts for six
days is well within the realm of possibility. In fact, that one respondent out of a
sample frame of 30 faciliities. including small and rural facilities, reported zero
volume over the six days is not only within the realm of possibility. it is within the
realm of reasonable expectation.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T30-35. Please refer to your response to DFC/USPS-T30-12(a).
Please discuss all functions that an employee completing this survey form is
required to perform for retum receipts. For example, please describe all
information that a clearing derk must review on each Form 3811 to ensure that i!
is completed accurately.
RESPONSE:
According to the Postal Operations Manual, Section 822.1 12:
The clearing clerk must check all retum receipts to make sure that
they are properly signed and dated. If the mailer requested
restricted delivery, the clearing employee should check to see that
delivery was not made to an agent, except under 823.2. If delivery
was improper, the addressee must sign a second return receipt.
Prompt corrective action must be taken with delivery employees if
return receipts are improperly handled or completed.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIESOF DOUGLAS F. CARLSON

DFC/USPS-T30-36. Please refer to your response to DFCIUSPS-T30-12(a).
a.

For facility 15, please confirm that the functions described in your response
to DFC/USPS-T30-12(a) were completed on day 1 in an average of 3.2
seconds per return receipt. If you do not confirm. please explain.

b.

Do you believe that the employee can properly complete all necessary
functions in an average of 3.2 seconds per return receipt at an acceptably
low error rate? Please explain.

c.

Does an average of 3.2 seconds per return receipt suggest that the clerk is
not making corrections on any Forms 381l?Please explain.

RESPONSE:

I cannot confirm since my response to DFC/USPS-T30-12(a) did not describe
any functions, as your interrogatory states. If you are referring to functions
described in my response to DFC/USPS-T30-35 above, then I cannot confirm
because I did not witness the activities as performed. However, this productivity
would not strike me as being unreasonable if all return receipts reviewed that day
were completed accurately and the clerk was performing a quick review. This
productivity suggests to me that the clerk did not need to make significant
corrections to the return receipts.

.-
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. RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS

TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T30-37. Please discuss the extent to which economies of scale exist
in the time involved in performing the functions for return receipts that your cost
study measures. For example, should the time per return receipt be lower if an
employee is processing 10 return receipts versus one return receipt?
RESPONSE:
I have not specifically studied the extent to which economies of scale exist in the
time involved in performing the functions for return receipts. However, Iwould
expect some economies of scale to exist if, for example, an employee is
processing 10 return receipts versus one return receipt.

L
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-T30-38. Please refer to your response to DFCIUSPS-T30-12(a).
For facility 25, please confirm that the time per return receipt is, for each
a.
day, within one return receipt (or one minute) of exactly 30 seconds (0.5
minutes) per Form 3811.
b.

Does the observation described in part (a) cause you to question the
reliability of the data from facility 25 in any way? Please explain.

RESPONSE:
Facility 25 reported volumes of 209,255,167,362,308.

and 221 for day 1

through day 6 and times of 105,128,84.101,154, and 111 minutes for day 1
through day 6. The time per return receipt is, for each day, within one return
receipt of 30 seconds. While the volume counts are precise, this facility
apparently reported times by estimating 30 seconds per unit. On a unit
productivity basis, these figures are not necessarily unreasonable. Other
facilities with precise measurements of volumes and times demonstrated
productivities very similar to those of facility 25. Facility 25s times appear to be
reasonable approximations, and their volumes appear to be precise
measurements. The fact that a given facility, facing budget constraints and
demands to move the mail as quickly as possible, may report reasonable
approximations as opposed to fully precise measurements over an extended
period of time should not dismiss that facility's reported data per 88. In fact,
since I believe the reported data does represent reasonable approximations, the
data should be incorporated into the study.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFClUSPS-T30-39.
a.

Please confirm that the employees who responded to your survey were
aware that data was being collected on their work output and speed.

b.

Were the employees who performed the work responsible for completing
the response form?

C.

Please describe the involvement, if any, of the employees' supervisors in
measuring the quantity of retum receipts or the time or in verifying the
accuracy of the information submitted on the response forms.
Please provide all facts and information that you have or the Postal Service
has discussing the effect on the reliability of a cost study such as the one
you conducted for retum receipt of the awareness of employees that their
work output and speed are being measured. Do employees generally work
faster or slower than they normally do?

d.

e.
f.

Please discuss the process by which data were verified to ensure that the
information each facility provided was true and accurate.
Did employees include the time spent counting the number of Forms 3811
in the total number of minutes spent reviewing Forms 381l ? Please
provide the instructions that employees received concerning this issue.

RESPONSE:
Given that the respondents to the survey collected and reported data on volumes
processed and the time needed to perform the activity, Iwoul3 presume that
they were aware that data were being collected on their work output and speed.
The survey instructions, which are included in USPS-LR-1-108 (see p. 78). state
that "the survey should be completed by the clerk(s) responsible for clearing
accountable mail". While supervisors were not instructed to measure volume or
to verify the reported information. I do not know the actual extent to which
supervisors may or may not have been involved.
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RESPONSE OF UNTTED STATES POSTAL SERVICE WITNESS DAVIS
TO WT€RROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-39, page 2 of 3

As concerns the awareness of employees that their productivities are being
measured, it is difficult to characterize how a workforce of approximately 800,000
might respond to a given survey. Presumably, responses could be affected if
employees thought that a study was being used to evaluate their offices or their
individual productivities. For this specific study, both the survey instructions and
the accompanying letter to postmasters from Mr. Clarence Lewis, COO, were
designed to mitigate potential bias and ensure objective reporting of data.
Specifically, Mr. Lewis' letter (copy attached) stated:
Finance will be conducting a cost study of Return Receipt Service for use
in future rate case proceedings before the Postal Rate Commission The
data gathered will not be used to evaluate you or any of your personnel;
additionally, the data will not be provided to any party except with the
facility identifiers removed.

...

The survey instructions (at USPS-LR-1-108, p. 78, electronic file name
'instructions for ret rcpt survey.xls") explicitly state:

-

Thank you for participating in this Accountable Mail Return Receipt
survey. Your participation is crucial to the success of this survey, which
will be used exclusively to develop national costs in support of fees
charged for accountable mail.

These assurances help create an environment for objective data reporting.
Therefore, I am comfortable with the integrity of these data.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-39, page 3 of 3

As for the measurement of activity time, the survey instructions specifically

instructed employees to include the time required to review Form 3811 Cards;
employees were not instructed to record the time needed to count the cards.
Please refer to the survey instructions at USPS-LR-1-108, p. 78.

.-
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Attachment to response to DFCIUSPs-T30-39
UNITEDSTATES
P-AL
SERVKE
July 13, 1999

SELECTED POSTMASTERS
SUBJECT Return Receipt Survey
Finanu, will be conducting a cost study of Retum Receipt Service for use in Mure rate case
proceedings before the Posfal Rate Commission. The last Return Receipt Service study was
completed in 1979. The current data cdlection Mort is intended to update the information from
that investigation. The study will require the participation of accountable milderks who perfom
return receipt service. Your office has been selected to participate in this special data collection
effort. The data you provide is important to the development of fees for Retum Recelpt Service.
Your support is very important to the success of this survey. The data gathered will not be used
to evaluate y w or any of your personnel: additionally, the data will not be provided lo any party
except with the facility identlfiers removed. Your Area Operations oRce was ellotated work hours
eallir this fiscal year to support thii cost sludy acthily. If you have any questions or require
additional information, please contact Scott Davis at (202) 268-71 17 at Headquarters.
.-

Thank you for your cooperation.

%%Fb
.Lewis, .

W
cc: Vice Presidents. elected Area Operations
'

Managers. Finance. Selected Areas
District Managers. Selected Districts
Managers, Finance, Selected Districts
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-T3040. Please refer to your response to DFC/USPS-T30-l2(a).

a.

For facility 24, please confirm that the average time per Form 3811 ranged
from 3.2 seconds (day 4) to 10.71 seconds (day 6). If you do not confin,
please provide the correct range.

b.

Does this wide range cause you any concern about the accuracy of the
data that facility 24 reported? Please explain.

RESPONSE:

The average time from facility 24 ranged from 3.2 seconds (day 4) to 10.71
seconds (day 6). This does not cause concern about the accuracy of the data.
First, both times are comparable to certain data reported by other facilities.
Second, there are possible operational reasons that can explain the difference in
times for the two days. For example. it is possible that all return receipts
reviewed by the clerk on day 4 were complete and accurate, while the return
receipts reviewed on day 6 included some that were incomplete or inaccurate
and required further action by the clerk.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T3041. Please refer to your response to DFCNSPS-T3&12(a).
a.

For facility 20, please confirm that the time reported for each day is a
multiple of five. If you do not confirm, please provide the correct range.

b.

Do you wonder about the accuracy of the data from facility 20 given that
facOity 20 reported data for six days, and the time spent on each day was a
multiple of five? Please explain.

c.

Please comment on the likelihood that a postal facility, on six of six days,

will spend an amount of time on return receipts that is a multiple of five.
RESPONSE:
Facility 20 reported volumes of 191,196,175,253,179, and 252 for day 1
through day 6 and times of 20,25,20,30, 15, and 2Ominutes for day 1through
day 6. While the volumes appear to be precise measurements, the times appear
to be reasonable approximations. The fact that a given facility, facing budget
constraints and demands to move the mail as quickly as possible, may report
reasonable approximations as opposed to fully precise measurements over an
extended period of time should not dismiss that facility’s reported data per se. In
fact, since I believe that the reported data represent reasonable approximations,
the data should be incorporated into the study. Iexpect that any rounding up
would be offset by rounding down.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T3042. Which percentage of total return-receipt volume does your

cost study sample?
RESPONSE:

The cost study sampled 8,918 return receipts over a period of o n e delivery we&,
which is approximately 0.20%percent of total return-receipt volume over one
delivery week.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-13043. Does the percentage reported in DFC/USPS-T30-42
constitute a statistically valid, reliable, and representative sample? Please
explain.
RESPONSE:
While the percentage reported in DFC/USPS-T3M2 does not in and of .tself
constitute a statistically valid sample, I believe that the 8,918 sampled return
receipts provide reliable and representativedata.

...
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-T3044. Did you weight either your data or your sample so that, for
example. the data from large post offices are given more weight than the data
from smaU post offices since the large offices process a greater percentage of
total return-receipt volume? Please discuss the wisdom of the weighting
described in this interrogatory and the extent to which you performed weighting.
Please describe your methods of weighting as well.
RESPONSE:
No, I did not perform weighting for the following reasons. First, we do not have
return receipt volume data by office or by stratum for the population of delivery
offices that perform activities related to return receipt service. Second, I did not
weight the sample data because I did not calculate a straight arithmetic mean of
each office's sampled productivity. Rather, I calculated a mean of total sampled
volume over total sampled labor time across all sampled facilities; thus, there is
implicit weighting inherent in the calculation.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS

M

It3TERROGATORIES OF DOUGLAS F. CARLSON

DFCR1sPS-T30.45. Please refer to your response to DFC/USPS-T30-12(a).
Please provide adetailed, step-by-step explanation of the process by which you
used the raw data to develop a cost for retum receipt. Please include citations to
library references.

RESPONSE:
Please see my response to DFCIUSPS-T30-44 for an explanation of how I
calculated the mean productivity for the clearing clerk activity. This mean
productivity was used as the basis for the time required for the clearing clerk
review of the return receipt and the carrier waiting time during the clearing clerk's
review. The respective wage rates and piggyback factors for clerks and carriers
are then applied to the clearing activity transaction time to develop the cost of
the clearing activity. Please refer to USPS-LR-1-108, pp. 47-51 (see electronic
file 'retum receipt.xls", worksheet "ret rcpt", rows 4546,8586). Other return
receipt cost components are based on data not collected in this study. These
cost components are detailed in USPS-LR-1-108, pp. 47-51.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO 1NTERROGATORlES OF DOUGLAS F. CARLSON

DFCIUSPS-T3046. Please refer to your response to DFC/USPS-T30-12(c).
a.

Please explain how the 26 non-randomly-selected facilities were selected
for the old cost study to which you referred.

b.

Please discuss the benefits and disadvantages of the method used for
selecting facilities for the new cost study versus the method used for
selecting facilities for the old cost study. In your answer, please discuss
issues of reliability and statistical validity.

RESPONSE:
It is my understanding that the previous cost study selected facilities using a
judgement selection from the Cost Ascertainment Probability Sample. I have no
detailed analysis of what exactly that judgement selection involved. I can only
infer that the previous study focused on relatively higher volume facilities. The
benefit of such an approach relative to the approach used in the new study is
that there were more sample observations from the old study, which is an
advantage from the standpoint of statistical validity. The benefit of the approach
used in the new study, on the other hand, is that the sample frame is randomly
selected by strata and thus more representative of all facilities from a range of
varying office sues.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TOmTERROGATORlES OF DOUGLAS F. CARLSON

DFC/USPS-T3047. Please refer to your response to DFC/USPS-T30-12(e),
Please identii the parts of the current cost study that are based on data
obtained prior fa Docket No. MC96-3.
RESPONSE:

The transaction times for window acceptance, delivery, and handling duplicate
requests are based on data obtained prior to Docket No. MC96-3.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T3048. Please refer to your response to DFC/USPS-T30-12(f).
Please confirm that mail sent with a return receipt attached is no more likely and
no less likely to be UAA than mail sent without a retum receipt. If you confirm.
please provide facts and information supporting your confirmation. If you do not
confirm, please explain.
RESPONSE:

Not confirmed. The percentage of return receipt mail that is UAA has not been
studied.

-- .
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORlES OF DOUGLAS F. CARLSON

DFC/USPS-T30-49. Please describe all circumstances that would cause a letter
to be UAA.
RESPONSE:

According to the September 1999 UndeliverableAs Addressed Mail Cost Study,
the following are reasons for which mail may be considered undeliverable:
The individual, business, or organization to which it is addressed has moved
The address is incomplete, illegible, or incorrect
The addressee is unknown or deceased
The addressee refuses or fails to claim the mail
Postage has not been paid
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RESPONSE OF UNITED STATES POSTAL SERVICE WlTNESS DAVIS
TO 1NTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T30-50. Please confirm that a new address will not be written on a
Form 3811 that is UAA and returned to sender. If you do not confin, please
explain.
RESPONSE:

To the best of my knowledge, confirmed.

_-
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-T30-51. Please provide the percentage of U M mail that is returned
to sender without being forwarded.
RESPONSE:
According to the September 1999 Undeliverable As Addressed Mail Cost Study,
in FY 1998,24 percent of UA4 mail was returned to sender without being
forwarded.
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RESPONSE OF W T E O STATES POSTAL SERVICE WITNESS DAVIS
T O INTEUROGA7ORlESOf DOUGLAS f. CARLSON

DFC/USPS-T30-52. If the percentage of mail that is UAA is 2.72 percent, please
confirm that a percentage of majl smallerthan 2.72 percent is forwarded. If you
do not confirm. please explain.
RESPONSE:
Confirmed. according to the September 1999 UndeliverableAs Addressed Mail

Cost Study.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

WCNSPST30-53. If the percentage of mail that is UAA is 2.72 percent, please
confirm that 2.72 percent likely overstates the percentage of Forms 3811 on
which a new address will be written. If you do not confirm, please explain and
reconcile your answer with your response to DFC/USPS-T30-50 and
DFC/USPS-T30-52.
RESPONSE:
Confirmed that the percentage may likely, but does not necessarily, overstate the
percentage of Forms 3811 on which a new address will be written. However,
even if this percentage is an overstatement, the effect on return receipt costs
would be immaterial. A change from 2.72 percent to 0 percent. which would be
the maximum possible reduction, decreases costs by substantially less than 1
percent.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPST30-54. Please provide any standard deviations that you calculated
for the time required to complete and review return receipts or the cost
associated therewith. Please discuss the meaning of these standard deviations
as they relate to the reliability of the study.
RESPONSE:
None was calculated for this study.
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RfSPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TOlNTERROGATORIES OF DOUGLAS F. CARLSON

DFCHISPST3055. Please explain in which way facility 7’s data were
incomplete.
RESPONSE:
While facility 7 reported volumes of return receipts reviewed, they reported no
minutes for this activity.

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T30-56. Please explain all proposed fees in !his case that are
based, in whole or in part. on survey data you collected for Forms 3849.
RESPONSE:
Please refer to my testimony, USPS-T-30 at p. 2 and p. 13. The survey data
collected was used in part to develop the estimated cost effects of electronic

-

signature capture. The costs of the following services certified, COD,
numbered insured, registry, return receipt for merchandise, and return receipt
after mailing - are in part based on these estimated cost differentials.
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RESPONSE OF UNITED STATES POSTAL SERVICE W N E S S DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T3037. Please provide the raw data from your survey for Forms

3849.
RESPONSE
Please see attachment. The data are provided in electronic form in the
supplement to LR-1-108being tiled today.
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Attachment to response to DFCIUSPS-T30-57

-

Accountable Mail Return Receipt Study: Field Survey Data
Individual Site Data

FAClLlN
ID#
QUESTION#
1
3
4
5
6
2
3
4
5
6
3
3
4

-

5

4

6
3

5
6
3
4

11

12

0

0

0

0

0
3
1
0
0
33
5

0
2
1
0

0
-

0

0
0
0
1.5
0

0
16
1

-5

I)

6
3

0
10
2
0
0
70
12
0
0

4

13

2
1

0
0
0
0
3
1

3
4

10

1

3
4
5
6
3
4
5
6
3
4
5
6
3
4

5
6

9

1

0

3
4

0

I

5

6

7

DAY
3
4

6

5

6

DAY
2
3

7
1
1
0
313
30
2
15
6
1
0
0
28
3
0

4

5

DAY
1
I

5
6
3
4

5
6

0

2
1
0
0
27
5

DAY
4

0

3

DAY
5
2
1
0

0

4

1

DAY
6
4
I

0

0

2
1
0
0
35
5
1
2
0
0
0

1

0

1
0
0
36
5
0

3
5

0
12
2
1

6
1
0

0

3

0

0

167
20
1
20
15
2

0
'0
0
0
1
I
0

203
25
0
0
10
2
0

175
25
2
20
2
1

0

0

0
25
3

0
46
5

1

0
0
169
20
0
0
11
2
0
0
27
3
0
0
0
0
0
0
3
1
0
0
0
1.5
0
0
18
1.33
0
0
5
1
0

0
63
10
0

0

0
0

52
5
0

0

20
2

0

0
0

0

0

0

0
0
0
3
1

0
0
3
1
0
0
1
1
0

0
I1
1
1
0.83
5
1
0
0
40
0
I
10

0
0
2
1.5
0
0
16
1.5
0
0
0
0
0

0
0
40
5
2
3
5
1

0

31
3
0
0
0
0
0
0
2
1
0 0
0
0
0
0
6
0.5
0
0
10
2
0

0

0
0
0
0
0
0
2
1

0
0
2
1.5

0
0
15
1.5
0
0
5
1
0

0

0

0

15
5
2
25

138
20
1
12

55
10
0

0
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Attachment to response to DFCIUSPS-T30-57
DAY
1
2
1
0

DAY
2
2
1
0

6

0

3
4
5

52
9
0

0
67

6

0

3
4
5
6
3
4

FACILITY
ID#
QUESTION#
14
3
4
5

15

16

17

5
6
18

3

4

5
6
19

3
4
5
6

20

3
4

5
21

22
-

23

24

6
3
4
5
6
3
4
5
6
3
4
5
6
3
4
K
"

6
25

.-

3
4
5
6

DAY
3

DAY
5
5
1

DAY

1

DAY
4
3
1

0
0

0
0

0
0

0
0

71
5

36
3

96
0

56
7

0

0

0

0
0

0
0
0
0
0
39

2
0

6

4

0
0

0
0

0
0
0
0

0
0

0

0

0

0
47

0
54

6
7

6
5

15
38
2
0

0
45
2
2
10
368
25
7

10
104
15
7
4
4
1

0
0

6
1
0
0
05
6

-

10

0
51
6
8
15

34

44

2
1
2
54
2.5
0

3
0
0
59
3
0
0
224
15
10
20
84
10
6
2
0
0
0
0
11
1

0

224
10
0

20
02
9
3
1
2
1
0
0
8
1
0
0
100
9

B

A

30
83
42
0
0

30
92
46
0
0

0
0
0
43

6

6

9
15
28
3
0
0
30
1.5
0
0
240
20
5
20
26

4
10
46
3
0
0

55
3
0
0

346
30
2
5
53
9
0

5
4
1
0

5
3
1
0

0
0

6
6
10
43

3

0
0
25
1.5
0
0
250
20
2

1
45
11
12
4
3
1
0

0

15
145
73
0

0

0

0

1

30

0
0
48

10
1
0
0
110
9

3.

103
52
0
0

0

7
1
0
0
100
9
3
30
210
105
0

0
0
0
40
4

0
75
6

2
1

0

0
0

0

6

0

90
122
61
0

QUESTION #3: "How many PS Form 3&9 ("Deliwry Receipt") cards did you file today?"
QUESTION W: "How many minutes did you spend filing PS Form 3049 cards today?"
QUESTION f 5 : "How many PS Form 3849 cards did you retrieve today?"
QUESTION #6: "How many minutes did you spend retrieving PS Form 3049cards today?"
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-130-58. Suppose a clearing clerk processed two Forms 3811 on
day 4, but the clerk processed the Forms 3811 30 minutes apart, as caniers
returned from the street. The clerk spent 10 seconds reviewing each Form 381 1.
Might the clerk have recorded the time for each Form 3811 as one minute, for a
total of two minutes?
RESPONSE:
While this hypothetical example may be within the realm of possibility, it is an
unlikely scenario. The survey instructions (please see USPS-LR-1-108, p. 78)
explicitly instructed the clerks as follows:
“For each day, please enter the total time (in minutes) that you spent reviewing

PS Form 381 1 (“Return Receipt”) cards from carriers or window clerks.”

Thus, in accordance with the instructions, clerks in your hypothetical example
almost certainly would not have recorded 2 minutes time since that was not the
total time they spent clearing retum receipts that day.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T3069. Please refer to your response to DFC/USPS-T30-I2(a).
a.

Please explain how facility 4 could properly have spent two minutes
reviewing a total of zero Forms 3811 on day 2.

b.

Please explain how facility 4 could properly have spent zero minutes
processing one Form 3811 on day 5.

RESPONSE:
a.

It is possible that facility 4 reported two minutes and zero Forms 3811 on
day 2 because the only Forms 3811 brought back to the facility on day 2
were incomplete.

b.
c

If facility 4 needed less than 30 seconds to review the one return receipt on
day 5. the respondent may have reported 0 minutes as a rounded figure.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPST30-60. Please refer to your response to DFCIUSPS-T30-12(a).
For facility 17,the time always was five minutes, whether the quantity was 33,
39.41.29.24, or 37. Do you trust this result? Please explain why or why not.
RESPONSE:
Yes, I trust this result. Based on the range of unit productivities reported by
other facilities, 5 minutes is a reasonable time required to review each of the
quantities listed above. The times reported above may be reasonable
approximations.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFC/USPS-T30-61. Please provide any confidence intervals or error margins
that you calculated for any data used to develop a cost for return receipt.
RESPONSE:
None was calculated for this study.

5860

RESPONSE
OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
.
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCNSPS-T30-62. Please refer to your response to DFC/USPS-T30-12(a).
Please provide the raw data in an Excel spreadsheet.
RESPONSE:
This Excel spreadsheet is being provided electronically, as a supplement to LR-I108.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-130-63. Why does the Postal Service collect data on costs of return
receipt using a method different from the method used to collect data on certified
mail?
RESPONSE:

While the costs of certified mail are reported by the Cost and Revenue Analysis

(CRA) report, the costs of return receipt are not. Therefore, a special study (as
presented in USPS-LR-1-108) is required. Furthermore, there is only one service
offering for certified mail; there are two service offerings for return receipt
(requested at time of mailing. requested afler mailing) so a special study is
needed to provide two different unit volume variable costs to support the fee
structure.

.-
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON

DFCIUSPS-130-64. Please refer to your response to DFC/USPS-T30-l2(a).

a.

Please refer to the data reported for day 6 by facility 5 and facility 25.
Please confirm that facility 5 reviewed 1200 return receipts in 115 minutes,
while facility 25 required 17 1 minutes to review only 221 return receipts. If
you do not confirm, please explain.

b.

Does the observation in part (a) create any concem about the accuracy of
the data being reported?

C.

Please discuss how the variation in time per return receipt discussed in part
(a) affects the statistical validity and reliability of the survey results.

d.

How many facilities did you sample in the largest size stratum? Please
identify each facility in the largest sue stratum by number.

e.

Please confirm that the variation observed in part (a) requires a sample
size of large offices larger than the sample size you used in order to obtain
results that.wil1 be statistically valid, reliable, and significant. If you do not
confirm, please explain.

RESPONSE:
Your observation in part (a) is confirmed. This does not necessarily create
concern about the accuracy of the data. Some variance between facilities is to
be expected; after all, the two facilities have different sizes, different volumes,
and different clerks reviewing return receipts. It is possible that facility 5 had a
more experienced clearing clerk(s) than did facility 25. It is also possible that
facility 5 received a significantly higher percentage of return receipts that had
been fully and accurately completed than did facility 25. resulting in a much more
efficient clearing review process. To the extent that the variance between the
two facilities is explained by underlying operational differences. such as those
described above, this does not negate the reliability of the survey results. For a
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-64. page 2 of 2

discussion of sampling, please refer to my response to DFC/USPS-T30-27. For
a depiction of each facility's size (by CAG level, number of city carrier routes,
and number of rural routes), please refer to the attachment in my response to

DFC/USPS-T30-22. Given the number of facilities from CAG levels A, B. and C,
I believe there is a sufficient representation of large offices in the sample to

obtain statistically valid results.
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f
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DDUGLAS F. CARLSON
DFCIUSPS-130-65. Please refer to your response to DFCIUSPS-T309l(b).
a.

Please explain how the data provided in response to DFCIUSPS-T30-12(a)
are used to calculate "the associated carrier waiting time resulting from this
activity."

b.

Please explain the meaning of Function 1.4, 'Carrier Waiting for Review of
Return Receipt," a cost item that appears in your cost study in USPS-LR-I108.

C.

USPS-LR-1-108 indicates that 'Carrier Waiting for Review of Return
Receipt" is based on data from a 1999 study. Please provide the raw data
for "Carrier Waiting for Review of Return Receipt" and all instructions and
descriptions of the methodology associated with this data-collection effort.
(This information should have been provided in response to DFCIUSPST30-12(a) and 21(b). If it was, please identify the location of this
information and how this information was converted into a cost estimate.)

d.

Please explain when and how data for Function 1.2, 'CarrierlDriver Delivery
& Call Window/Box Second Delivery." were collected.

RESPONSE:
a.

Using the data provided in response to DFC/USPS-TJO-l2(a), I calculated
a mean time by dividing total sampled labor time by total sampled volume.
This mean serves as the unit time for both the clerk revie:.ring the return
receipt, and the carrier waiting in the clearing review process.

b.

Function 1.4, 'Carrier Waiting for Review of Return Receipt,' represents the
time that the delivering employee waits while his or her return receipts are
reviewed by the clearing employee.

C.

I provided these raw data in response to DFCICISPS-T30-12(a). Please
refer to my response to part (a) above for how I used these data to develop
the unit time for carrier waiting in the clearing review process. USPS-LR-I-
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-65, Page 2 of 2
108 at p. 48 (electronic tile name: "return receipt.xls') shows how this unit

time is then converted to a unit cost for the activity.
d.

As explained in my responses to DFCIUSPS-T30-12(a) and DFC/USPST30-21(b), these data were collected in 1976. Study data were obtained
from surveys conducted at 26 post offices nationwide.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFCIUSPS-T3066. For each of the 24 facilities listed in the attachment to the
response to DFC/USPS-T30-12(a). please provide the following information, in
one chart or spreadsheet: CAG level, number of city carrier routes that the facility
serves, number of rural carrier routes each facility serves, and post-office
delivery statistics. Please use the definition of 'post-office delivery statistics" that
the Postal Service uses in the "Post Office Delivery Statistics" section of the
National Five-Digit ZIP Code and Post Office Directory (see, e.g.. 1998 edition,
Section 4).

RESPONSE:
Please see attachment.
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Attachment to response to DFCIUSPS-T3O-66
#

ID#
1
2
3
4
5
6
8
9
10
11

12
13
14
15
16
17
16
19
20
21
22
23
24
25

CAG LEVEL
K

G
E
A
A

J
B
K
K

G
A
B

J
D
J
A

G
B
A
A
K

J
B
C

OF CITY # OF RURAL # OF BOX # OF RURAL # O F CITY CARRIER
CR RTs
CR RTs
DELIVERIES DELIVERIES
DELIVERIES
0
1
170
201
0
0
0
536
0
0
22
0
0
1251
11,504
0
130
3458
51.808
0
15
0
1982
0
0
0
2
626
911
0
21
0
451
8.246
0
0
1
198
0
282
0
0
204
0
0
0
5
841
0
3.044
0
0
222
0
0
3
0
897
0
337
1
0
0
333
329
3020
17
9
4118
6914
0
0
0
159
0
0
434
26
6.860
0
1080
2
1224
3
1396
14
8
1044
8319
5648
55
10.465
0
1322
0
20
0
9.856
963
0
0
2
244
0
236
2
0
812
731
0
794
27
0
0
12.205
8179
120
0
46,068
0
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-67. Please refer to your response to DFC/USPS-T30-23.

a.

Please explain the meaning and significance of a "low standard error."

b.

Do your survey results have a low standard error? Please explain and
provide all pertinent numbers, calculations, results, and conclusions
pertaining to this issue.

C.

Please identify the number of post offices you would need to survey in
order to obtain statistically valid survey results. Please provide all pertinent
numbers, calculations, results, and conclusions pertaining to this issue.
Please confirm that the need to 'balance0 the ideals of obtaining abundant
data from many facilities against the importance of completing this study
within a limited time frame, the demands that this study would place on the
field during a period of field budget cutbacks, and [your] own need to
devote time to various projects and initiatives" explains why you cannot
provide assurance that these survey results are statistically valid or reliable.
If you do not confirm, please explain.
Please confirm that your survey would have produced results more
statistically valid or reliable than the results you actually achieved if you had
pursued the 'ideal" of obtaining "abundant data from many faciliiies." If you
do not confirm, please explain.

d.

e.

f.

9.

Please confirm that limited time caused you or the Postal Service to
produce survey results that may not be statistically valid or reliable. If you
do not confirm. please explain.
If the Postal Service had asked you to produce a statistically valid cost
study and had given you the necessary time and resources, how many post
offices would you have surveyed, and which steps that you did not take for
this survey would you have taken in analyzing and using these data?

RESPONSE:

a.

A low standard error indicates a low level of uncertainty around the sample

mean. In other words, the lower the standard error the tighter becomes the
range around the sample mean in which the true mean lies.
b.
,-

I did not calculate a standard error for my survey results, nor do I believe a
meaningful standard error can be calculated for these results. Calculation
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-67, Page 2 of 3
of a standard error requires a standard deviation for the data, which I do
not believe can be developed given the manner in which data were
reported. Specifically, facilities reported data in the aggregate for each
day. For example, on a given day, a site reported a total of 196 return
receipts reviewed in a total of 25 minutes. Given this aggregate reporting,
one cannot meaningfully evaluate the dispersion of data for individual
return receipts reviewed that day at that facility.
C.

Given the lack of return receipt data (including return receipt volumes
cleared) by facility within the universe of delivery offices, I cannot determine
the number of post offices needed to survey in order to obtain statistically
valid survey results.

d.

Not confirmed. While I do not make assertions regarding the 'statistical
validity" of this study (please refer to my response to DFC/USPS-T30-69), I
do believe that this study is both reliable and useful in determining retum
receipt clearing activity costs. In support of my claim, I would point out that
this study was national in scope, sampled offices of various sizes and

geographic locations, and observed a total of 8,918 return receipts over a
full delivery week.
e.

Not confirmed. While the results might have been more statistically valid,
there is no guarantee that more observations would have produced
materially different results, or that statistical validity would improve. For
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFCIUSPS-T30-67, Page 3 of 3
example, more data from only one type of facility might not improve
statistical validity.
f.

Not confirmed. As explained in my response to DFC/USPS-T30-23, I took
into account various constraints. including the demands on the field during
a period of field budget cutbacks, in selecting a sample size.

g.

Please refer to my response to part (c) above regarding sample size. As
for other steps I would have taken in a theoretical condition of ample time
and the absence of cost concerns, I would have considered introducing
data collection controls or training of personnel to collect data.

5871

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-68. Please refer to your response to DFCIUSPS-T30-28. To
the best of your recollection, please provide the number of courses you have
taken in statistics, the titles of those courses, and the level (graduate or
undergraduate) of each course.

RESPONSE:
I have completed the following two courses in statistics:
1. Quantitative Methods (Graduate Level)

2. Basic Statistics (Undergraduate Level)
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-69. Please refer to your response to DFC/USPS-T30-27.
a.

Do you believe that calculation of the standard deviation of data is either an
important or necessary step in evaluating the statistical reliability or validity
of data or a study? Please explain.

b.

Do you believe that calculating the 95-percent confidence interval for data
is either an important or necessary step in evaluating the statistical
reliability or validity of data or a study? Please explain.
Please provide any confidence intervals that you calculated in analyzing
data on the cost of providing return-receipt service.

c.

RESPONSE:
While I believe that calculations of standard deviations or confidence intervals
are useful tools in evaluating the statistical reliability of a study, I do not believe
that a study's usefulness necessarily hinges on the presence of such
calculations. As stated in rny.response to DFC/USPS-T30-61, I did not calculate
confidence intervals for this study. I do not believe that meaningful confidence
intervals could have been developed because of the manner in which data were
reported. Specifically, facilities reported data in the aggregate for each day. For
example, on a given day, a sit? reported a total of 196 return receipts reviewed
in a total of 25 minutes. Given this aggregate reporting, one cannot meaningfully
evaluate the dispersion of data for return receipts reviewed that day at that
facility. Ialso do not believe that an interest in computing confidence intervals
would have justified the additional burden on the field of reporting data
separately for each return receipt.

sa73

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-70. Please refer to your response to DFCIUSPS-T30-32.

a.
b.
C.

d.

e.

Please define "reasonable approximation."
Suppose the true number of return receipts processed at a facility was 537.
Would 500 be a reasonable approximation of the true number?
Suppose the true number of return receipts processed at a facility was 537.
Would 600 be a reasonable approximation of the true number?
Please provide all facts and information that confirm that the numbers of
return receipts that facility 5 reported are, in fact, a reasonable
approximation of the true number.
Please provide all facts and information that confirm that the numbers of
return receipts that facility 5 reported are not inaccurate by a sum of 50 or
more return receipts per day.

RESPONSE:

[a]. I define a reasonable approximation as a quantity that is close in value
c

to but not necessarily the same as a precisely measured quantity.
[b-c]. Under your assumption, I believe that 500 would be a reasonable
approximation, and that 600, while less close to the true count than is 500,
would not be inherently unreasonable. I also do not believe that an
approximation off by 63 out of 537 would skew my results significantly,
especially if rounding up in some cases is offset by rounding down in other
cases.
[d-e]. While I do not know the precise number of return receipts processed
by facility 5. Ido believe that this facility has made an effort to provide as
close an estimate as possible given the large volume processed and the
demands to move the mail as quickly as possible.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFCIUSPS-130.71. Would it be reasonable to conclude that your study
provides a reasonable approximation of the time that clearing clerks spend
reviewing retum receipts, rather than a statistically valid study or survey? If not,
please explain why not.
RESPONSE:

It would be reasonable to conclude that my study incorporates certain data which
represent reasonable approximations. I would not, however, dismiss the
reliability of this study, which was national in scope, sampled ofices of various
sizes and geographic locations, and observed a total of 8,918 retum receipts
over a full delivery week.

L.

-- .
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFCIUSPS-TJO-72. For an office that completed one return receipt and whose
actual time was less than 30 seconds, do you believe that this office would have
rounded down to zero minutes? If yes. please explain the basis for your
contention.
RESPONSE:
That depends. I believe that it is more likely that an office that spent 5 seconds
reviewing one return receipt would round down than would an office that spent
29 seconds reviewing one return receipt.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFCIUSPST30-73. Please refer to your response to DFC/USPS-T30-38.
a.

Where in your instructions did you authorize post offices to report
reasonable approximations, rather than actual data?

b.

How do you know that facility 25 did not measure the time spent processing
10 return receipts, calculate 30 seconds per return receipt based on this
sample, and use 30 seconds per return receipt as the time per return
receipt for all return receipts reported during the survey week?

C.

How do you know that facility 25, in estimating 30 seconds per return
receipt, sampled a statistically significant number of return receipts before
dividing the number of return receipts by the number of minutes to arrive at
30 seconds per return receipt?

d.

How do you know that facilify 25 performed any mathematical calculations
whatsoever of the form quantity divided by time in estimating that the
average time per return receipt was 30 seconds?

RESPONSE:
While my instructions did not explicitly authorize post offices to report reasonable
approximations rather than precise measurements, I believe that reasonable
approximations are useful data that should be included in this study. While I do
not know exactly how facility 25 arrived at an approximation of 30 seconds per
return receipt, I note that this unit time is consistent with unit times reported by
several other facilities that precisely measured both volumes and times.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-74. Please confirm that the 'norm" to which you refer in, e.g.,
DFCNSPS-T30-30, is, itself, based on reasonable approximations, not
statistically valid calculations. If you do not confirm, please explain.
RESPONSE:
Not confirmed. I would say that the norm to which I referred is based on a
combination of precisely measured data and data that were likely reasonable
approximations.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFCIUSPS-130-75. All else equal, please confirm that, generally, the wider the
variation in data results (e.g., number of return receipts, number of minutes), the
larger the sample size must be to ensure statistically valid and reliable results.
(For purposes of this interrogatoryand by way of example, a variation from 5 to
30 seconds is greater than a variation from 5 to 10 seconds.) If you do not
confirm, please explain.
RESPONSE:
Confirmed.

r
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
DFC/USPS-T30-76. Please refer to your response to DFC/USPS-T30-43. Was
your sample size sufficiently large to generate statistically valid or reliable survey
results that can be used to estimate labor costs for retum receipt? Please
explain and provide any calculations supporting an affirmative response.
RESPONSE:

I

As stated in my response to DFC/USPS-T30-43, I believe that my sample size,
which resulted in 8,918 retum receipt observations, was sufficiently large to
provide reliable and representative data to estimate the labor costs associated
with the clearing activity. I do not know if the sample was large enough to
generate statistically valid or statistically reliable data. See my response to
I

DFC/USPS-T30-67[C].
L
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
REDIRECTED FROM THE POSTAL SERVICE
(DFCIUSPS-56)
DFCIUSPS-56. Please refer to the response to DFC/USPS-l3(d) and explain
why the length of a window transaction for certified mail is precisely identical to
the length of a window transaction for return receipt for merchandise in this
docket. Please explain why this identical length makes sense. Or is it just a
coincidence?
RESPONSE:
Given the lack of available data regarding the length of a window transaction for
return receipt for merchandise, an assumption has been made in this docket that
the IengthDf a window transaction for return receipt for merchandise is the same
_.

as that for certified mail. This is a reasonable assumption since each service is a
single component window transaction (Le.. one service), not a multiple
component transaction (i.e., two or more services) like certified mail plus return
receipt service.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF DOUGLAS F. CARLSON
REDIRECTED FROM THE POSTAL SERVICE
DFCIUSPS-74. For each of the facilities appearing in witness Davis' response to
DFC/USPS-T30-12(a),please indicate the Postal Service area in which that
facility was located and whether that facility was a post office, a station, a
branch, etc.
RESPONSE:
Please see attachment.
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Attachment to response to DFCIUSPS-74
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Accountable Mail -Return Receipt Study: Field SUWey Data
Individual Site Information
FAClLrrY
ID#
AREA
1
WESTERN
NORTHEAST
2
ALLEGHENY
3
MID-ATLANTIC
4
NEW YORK METRO
5
SOUTHWEST
6
NORTHEAST
E
GREAT LAKES
Q
ALLEGHENY
10
SOUTHEAST
11
NORTHEAST
12
NEW YORK METRO
13
MIDWEST
14
ALLEGHENY
15
ALLEGHENY
16
NORTHEAST
17
PACIFIC
16
SOUTHEAST
1s
NEW YORK METRO
20
NORTHEAST
21
MIDWEST
22
SOUTHWEST
23
MID-ATLANTIC
24
NORTHEAST
25
~~

.-

~

UNIT TYPE
POST OFFICE
POST OFFICE
BRANCH
POST OFFICE
STATION
POST OFFICE
BRANCH
POST OFFICE
POST OFFICE
POST OFFICE
BRANCH
STATION
POST OFFICE
POST OFFICE
POST OFFICE
BRANCH
POST OFFICE
STATION
STATION
STATION
POST OFFICE
, POST OFFICE
STATION
POST OFFICE
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIESOF DOUGLAS F. CARLSON
(Redirected from Witness Mayo, USPS-T-39)

DFC/USPS-T39-38. These questions concern Form 3800, Certified Mail
Receipt.
e.

Please confirm that the length of the new number may increase windowservice costs associated with certified mail and return receipt.

RESPONSE:
e.

Confirmed that the length of the new number may (but does not
necessarily) increase window-service costs associated with certified mail
and return receipt.

..-
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF OFFICE OF THE CONSUMER ADVOCATE
OCAIUSPS-T-30-2. Please refer to your answer to OCNUSPS-T-394a.
(redirected from witness Mayo).
You state that there was "an apparent error in the Docket No. R97-1 cost
study for insurance" which understated test year CRA costs. Please provide the
correct costs for insurance in that docket.
RESPONSE:

After further review, it appears that the cost study in Docket No. R97-1 used the
correct input, although improper documentation for this specific input prevents
me from confirming this. A revised response to OCNUSPS-T394(a), filed
today, deletes mention of the "apparent error' as a r e a m forthe increasing
insurance costs. Errata to my testimony and library reference, to make them
.-

consistent with the Docket No. R97-1 approach, are being filed today.

.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF OFFICE OF THE CONSUMER ADVOCATE
OCNUSPS-T-309. Please refer to your answer to OCNUSPS-T-394a.
(redirected from witness Mayo). You state that there was "an apparent error in
the Docket No. R97-1 cost study for insurance" which understated test year CRA
costs.
a.
Please confirm that the Postal Rate Commission used the appropriate
level of costs for insurance when recommending fees in Docket No. R971. (sea Appendix G, Schedule I.)
Please confirm that the cost coverage for insurance recommended by the
b.
Commission was 144.7%.
I

RESPONSE:

Confirmed that $47,223,000 (as presented in Appendix G. Schedule 1) is

a.

the correct attributable cost for purposes of determining the cost coverage
for insured mail in Docket No. R97-1, given the Postal Rate Commission's
,,--

methodology for volume variabilities.
b.

Confirmed.

.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIES OF OFFICE OF THE CONSUMER ADVOCATE
OCAIUSPS-T-304. Please refer to your answer to OCNUSPS-T-394a.
(redirected from witness Mayo).
a.
Is the methodology that you used for insurance in this docket the same as
that used by the Postal Service in Docket No. R97-17 Describe any
differences.
b.
Is the methodology you used for insurance in this docket the same as that
used by the Postal Service in Docket No. R90-1? Describe any
differences.
RESPONSE:
a.

The methodology used for insurance in this docket, as revised today, is
similar to that used by the Postal Service in Docket No. R97-1. Ihave
employed the same general approach of determining a unit delivery cost for
numbered insured mail, then developing a unit cost by type of insurance

c

transaction. I have enhanced the determination of the unit delivery cost for
numbered insured mail by replacing previous calculations, which relied on
several assumptions regarding delivery, with CRA cost segment data. After
'developing costs that are net of indemnity costs, 1 then add the average

-

indemnity cost per transaction (insured value of $0 $50) to the Cost of
unnumbered insurance. I also add the average indemnity cost per

-

transaction (insured value of $50 $100) to the base cost of numbered
insurance.

b.

The methodology used for insurance in this docket is similar to that used by
the Postal Service in Docket No. R90-1. Since the cost study from Docket

No. R97-1 appears to use the same methodology as the cost study from
Docket No. R90-1, please refer to my response to part (a) above.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORIESOF OFFICE OF THE CONSUMER ADVOCATE

OCNUSPS-T90-5. Please refer to your answer to OCNUSPS-T-394a.
(redirected from witness Mayo). There you state that "it may be that the
decentralization of claims processing has resulted in higher volume variable
costs for insurance".
a.
Please explain in detail what "the decentralization of claims processing"
entails.
b.
Please explain how this decentralization causes higher costs.
c.
Please explain the rationale for decentralization if it causes costs to
increase rather than decrease.
RESPONSE:
a.

I understand that in FY 1998, responsibility for paying claims for
unnumbered insurance was transferred from the St. Louis Accounting
Service Center to the field. Specifically, DMM Issue 55, at S010.4.1.
requires the adjudication and payment or disallowance of domestic nonbulk unnumbered insured claims at the local post office level as opposed to
the St. Louis Accounting Service Center.

b.

I do not have specific information on the cost impact of decentralization of
claims processing and am not aware that such information exists.
Therefore, I cannot say with certainty that decentralization causes higher
costs. Decentralization might lead to higher costs if economies of scale are

lost.
c.

I believe that the rationale for decentralization is to provide faster service to
customers filing claims for unnumbered insurance.

.-

.

.

5888

RESPONSE OF U N m O STATES POSTAL SERVICE WITNESS DAWS
TOWT€RROGATOUlES Of OFfiCE OF THE CONSUMER ADVOCATE
(Redirected From Wltnrrr Mayo, USPS-1-39)
OCANSPS-139-3. Please refer to your workpaper InsuredMail.xls. Total test
year CRA wsts are reported as $76,594. The stated source, USPS-T-14, WP H,
contains the mure $76,613. Please explain the apparent discrepancy.
RESPONSE:

InsuredMail.xls is in library reference 1-108, providing my supporting materials,
rather than in witness Mayo’s workpapen. It is my understandingthat the
discrepancy is due to an update by witness Kashani to CIS-20, Other Accrued
Expenses, for Insurance. While this update was performed prior to filing Docket
No. WOOO-1, there was not time to update my cost study, which uses as an

input the total test year CRA costs for Insurance. Because it amounts to only
0.02 percent of total test year CRA costs for Insurance, this discrepancy has no

material effect on either the costs or proposed fees for the Insurance special
service.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORY OF OFFICE OF THE CONSUMER ADVOCATE
(Redirected From Witness Mayo, USPS-T-39)
OCA/USPS-T394. Please refer to your testimony at page 60.
a.

Please explain the reason for the large increase in costs for insurance
which caused you to propose a 59% increase in the rate for Unnumbered
Insurance up to $50.

RESPONSE:
a.

The increase in costs for insurance is due to the following. First, I
understand that the costs in C/S-3 and C/S-7 have increased due in part
to methodological changes resulting in higher variability factors for
insurance (please refer to USPS-T-12, USPS-T-15 and USPS-T-17).
Second, it may be that the decentralization of claims processing has
resulted in higher volume variable costs for insurance. Please refer to my
revisions (filed April 17,2000) to USPS-T-30 (p.14) and USPS-LR-1-108
(p.43, electronic file name: "insured mail.xls"), which result in lower
increases to unit volume variable costs for unnumbered insurance.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DAVIS
TO INTERROGATORY OF OFFICE OF THE CONSUMER ADVOCATE
(Redirected From Witness Mayo, USPS-T39)
OCAIUSPS-T-39-16. Please refer to your answer to OCNUSPS-T-39-6 where
you were asked to justify an incremental fee of 95 cents per additional $100 of
insurance.
As a result of Docket No. MC96-3, Special Services, the indemnity limit for
insurance was increased from $600 to $5,000. This was amply supported by
market surveys and participants' testimony. However, the incremental fee was
not.
The S.90 incremental fee for each $100 value level was
chosen because it merely extends the current incremental
insured mail fee of 8.90 per $lo0 in value recommended by
the Commission in Docket No. R94-1. No indemnity
analyses were performed to arrive at this fee. No other fees
were considered. .

..

Tr. 411 107, witness Needham's response to interrogatory OCNUSPS-TB-30.
The principal interest of the participants (including the OCA) was that the
Postal Service be required to collect data to support future adjustments in the
incremental fee. PRC Op. MC96-3 at 119. The Commission agreed that the
lack of support for the incremental fee was a concern but that the $.90 fee would
be appropriate for purposes of the MCQ6-3 decision. The Commission
recommended that the Postal Service attempt to accurately determine all cost
changes that were related to the change in indemnity limits. PRC Op. MC96-3 at
122.
a.
Has the Postal Service studied the costs as they relate to the incremental
fee as instructed by the Commission? If so, provide the studies and
describe how the studies were utilized in this case. If not, explain in detail
why not.
RESPONSE:
a.

While 1 am not aware of cost studies regarding the processing of claims,
the Postal Service has collected data on insurance indemnity costs by
value increment, The analysis from FY 1998 was provided by witness
Mayo in response to OCA/USPS-T39-5. I understand that witness Mayo
used this analysis to aid in the setting of insurance fees.

i\.-.:.
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CHAIRMAN GLEIMAN: Is there any additional written
cross-examination for Witness Davis?
[No response.I

CHAIRMAN GLEIMAN:

If not, that brings us to oral

cross. Two parties, again, have requested oral cross of
this witness, the Office of the Consumer Advocate, which
based on the referral of questions this morning appears to
8

have some cross this time, and Mr. Popkin again, who was

9

unable to be here.
Is there anyone else who wishes to cross-examine

10
11

-

Witness Davis?

12

[No response.I

13

CHAIRMAN GLEIMAN:

14

may begin with you are ready.
CROSS-EXAMINATION

15

BY MS. DREIFUSS:

16
17

18

If not, then, Ms. Dreifuss, you

Q

Good afternoon, Mr. Davis.

I am Shelley Dreifuss

for the Office of the Consumer Advocate.

19

A

Good afternoon.

20

Q

I would like to ask you first about delivery

21

confirmation. I discussed it earlier today with MS. Mayo,

22

and I think probably the right starting point is page 7 of

23

your testimony.

24

A

I have it.

25

Q

There you set out the costs of various delivery

RILEY & ASSOCIATES, LTD.
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1

confirmation services, including Priority Mail base

2

electronic, that is the first column.

3

A

Yes.

4

Q

And Priority Mail retail is in the second column.

5

Now, for Priority Mail base electronic, you show zero costs

6

for acceptance, but for Priority Mail retail, you show 20

7

cents of costs. Can you explain the difference between

8

those two figures, why it is that electronic has none and

9

retail has 20 cents worth?

10

-

A

Yes, 1 can.

1 will refer you to my testimony,

11

USPS-T-30, at page 3, specifically, lines 7 through 10.

12

the electronic option, the mailer is required to apply a

13

delivery confirmation bar code to the mail piece, submit an

14

electronic manifest of the mailing of delivery confirmation

15

items to the Postal Service, and receive information about

16

delivery confirmation items electronically through the

17

Internet. Because the mailer is required to perform these

18

activities at acceptance, the Postal Service has no role,

19

and, thus, incurs no cost for electronic.

20

Q

Right.

In

Actually, the receiving information about

21

delivery confirmation items electronically through the

22

Internet probably doesn't affect the acceptance cost, but

23

makes us some other type of cost?

Does that sound right?

24

A

I'm sorry.

Can you say that again?

25

Q

Yes. You listed receiving information about

RILEY & ASSOCIATES, LTD.
Court Reporters
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1

delivery confirmation items electronically through the

2

Internet as one of the reasons for 20 cents worth of

3

acceptance costs. Do you think it relates to acceptance or

4

perhaps one of the other types of costs you list for

5

Priority Mail retail?

6

-

A

Well, if you are referring to the receiving costs

7

with the electronic version, there is no volume variable

8

cost there incurred by the Postal Service. The volume

9

variable cost is in acceptance at the retail option, and

io

that is because that item is scanned and a bar code is

11

placed on that item, a bar coded label is place on the mail

12

piece.

13

Q

Right.

I am trying to understand, though, how

14

receiving information about delivery confirmation items

15

electronically through the Internet avoids acceptance costs.

16
17

18

19
20

A

And you are talking about for the electronic

option?

Q

Yes, and comparing it to the

20

cents that is

incurred by retail.
A

And may I ask for a clarification when you talk

21

about receiving costs, are you talking about information

22

being received by the Postal Service upon receiving the

23

manifest or are you referring to information received by the

24

customer as per the delivery confirmation information?

25

Q

I am talking about your sentence at line 10 of
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1

page 3 of your testimony. I am quoting back to you your

2

language - - receive information about DC items

3

electronically through the Internet. What did you mean by

4

that part of the sentence?

c

.5

I mean that the mailer must receive the delivery

6

confirmation information such as the date of delivery

7

electronically as opposed to using the call center.

8

9
10

-

A

Q

So actually that part of it doesn't really relate

to acceptance costs, does it? - - it relates to one of the
other cost items?

11

A

That is correct.

12

Q

And you said a little earlier in that sentence,

13

"In the electronic option the mailer is required to apply a

14

delivery confirmation barcode to the mail piece."

15

If an individual user were to apply a delivery

16

confirmation barcode to the mail piece, either through a

17

third party service - - I had mentioned one earlier today,

18

SmartShip.com - - or perhaps if the Postal Service were to

19

offer such an opportunity, would you agree that there

20

wouldn't be any acceptance costs incurred in such a case

21

where the barcode is applied by the mailer?

22

A

That depends.

In cases where the barcode is

23

applied by the mailer but it is taken to a counter at an

24

office and scanned by a window clerk the Postal Service does

25

incur cost.
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In cases where the barcode is applied by the

1

2

mailer, but it is not taken to the counter and does not get

3

a window scan, the Postal Service does not incur costs at

4

acceptance.

5

Q

There was some discussion about what an electronic

6

manifest consists of earlier today when I was cross

7

examining Witness Mayo.

8

information is contained in an electronic manifest?

9

A

Do you know what kind of

It is my understanding that the electronic

10

manifest would include data unique to each delivery

11

confirmation mail piece, the mailer identification and the

12

date of mailing, but beyond that I am not sure what

13

information may be available.

14

Q

Do you see any reason that an individual user

I

15

couldn't provide that information either through a third

16

party provider like SmartShip.com or directly to the Postal

17

Service, if the Postal Service were to make that option

18

available?

19

A

There is no reason I can think of at this time.

20

Q

Okay.

Let's go back to page 7, please.

Oh - - I

21

do have one more question about acceptance.

22

individual user were to apply a prebarcoded Priority Mail

23

label let's say at home, prior to coming to a window, and

24

did have a clerk scan the label for acceptance, would you

25

agree that whatever portion of time is ordinarily involved
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1

in filling out any forms to purchase delivery confirmation

2

would be avoided?

3

A

Yes, I would agree to that.

4

Q

Are you able to break down the acceptance costs in

5

any way into its component parts for the units of time taken

6

to perform various activities?

7

8
9
10

Yes, I am and these components are broken down in

my Library Reference USPS LRI-108, page 21.

Q

Give me just a moment, please.

to that page.

[Pause.I

12

BY MS. DREIFUSS:

Q

I am going to turn

I have the Library Reference with me.

11

13

-

A

At page 21 I don't see anything that separately

14

addresses time involved in filling out forms.

I guess it is

15

included within the activity that is listed at page 21 - -

16

that is "window clerk affixes delivery confirmation label to

17

mail item and scans barcode."

18

A

That is correct.

19

Q

At any rate, if the label were affixed before

20

coming to the window, whatever time that is involved there

21

would be avoided by a customer who had, let's say, printed a

22

label from the Internet and applied that label beforehand.

23

A

Yes. But again just to clarify, that is only the

24

time involved with filling out that form and applying the

25

label. The time involved to actually scan the barcoded
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label, assuming that that piece is brought to the counter,
would still be incurred.

Q

Right.

Are you able to break down the figure on

page 21 any more than we see it here?
A

No, I am not. My understanding is that this data

results from an original cost study for window acceptance
that was done for the R97 study and I don’t believe that
8

cost study was disaggregated into the information you seek.

Q

9

Now the other matter that we spoke about a few

10

minutes ago was the receipt of information about a delivery

11

confirmation piece electronically, not involving a call to

12

corporate call management.
If a customer does receive that information

13
14

electronically and does not make a call, make a telephone

15

call to the Postal Service, then the 13 cents that you list

16

in your table at page I would thereby be avoided, would it

17

not?

18

A

Yes, that‘s correct, if no call is made.

19

Q

Let’s turn to insurance now.

20

delivery confirmation.
You provided errata I believe on April 17th to the

21

22

parties and to the Commission.

23

occasioned those errata?

24
25

I am done with

A

Could you tell me what

Yes, during the discovery period while responding

to an interrogatory, I believe the interrogatory asked for

1025
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1

information about my methodology versus the methodology in

2

Docket Number R90 and upon examining this, I realized that

3

there was an error in my study.
I researched it to confirm that and then corrected

4

5
6

it.

Q

Witness Mayo said earlier that even though the

7

numbered insurance unit costs went down from

8

that she was under the impression that it had not affected

9

the total costs involved in providing numbered insurance.

$1.79

Can you shed any light on that?

10

11

to

$1.99

A

I believe her statement is correct insofar as

12

total cost as provided by the CRA are unaffected.

My study

13

deaverages costs provided in the CRA into two figures. One

14

is the cost of unnumbered insured and the other is the base

15

cost of numbered insured for a value of $50.01 to

$100.

16

MS. DREIFUSS:

17

CHAIRMAN GLEIMAN:

18

[No response.1

19

CHAIRMAN GLEIMAN: Questions from the Bench?

20

[No response.I

21

CHAIRMAN GLEIi":

22

I have no further questions.

Is there any followup?

Would you like some time to

prepare for redirect?

23

MR. RUBIN:

24

CHAIRMAN GLEIMAN: All right, we'll give you a

25

couple of minutes.

Just a few minutes.

Let us know when you're ready.
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-

1

assume that that will be less than five.

2

[Recess.1

3

CHAIRMAN GLEIMAN:

REDIRECT EXAMINATION

4

BY MR. RUBIN:

5
6
7

Q

10

-

Mr. Davis, on insurance, you talked about total

CRA costs for insurance being unaffected by your correction.

Why did your correction for numbered costs show a

8

9

Mr. Rubin?

cost reduction?
A

Because my errata involved the exclusion of

11

certain indemnity costs, and the revised cost for numbered

12

is lower than I originally provided, because it represents

13

the base cost for numbered, including indemnity costs only

14

for the value increments from

15
16
17

Q

$50.01

to $100.

And your original presentation was for a different

category of numbered?
A

It was for numbered, which was not a base numbered

18

cost so it reflected all indemnity values, all value

19

increments.

20

MR. RUBIN:

Thank you. That‘s all I have.

21

CHAIRMAN GLEIMAN:

22

[No response I

23

CHAIRMAN GLEIMAN:

Is there any recross?

If not, Mr. Davis, that

24

completes your testimony here today. We appreciate your

25

appearance and your contribution to the record, and you are
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1

excused, thank you.

2

[Witness Davis excused.]

3

CHAIRMAN GLEIMAN: And that brings us to the next

4

witness, and last witness of the day.

MR. TIDWELL: The Postal Service calls Chris

5
6

Campbell to the stand.
Counsel, you can proceed when you're ready.

7

8

Whereupon,
CHRIS F. CAMPBELL,

9
10

a witness, having been called for examination, and, having

11

been first duly sworn, was examined and testified as

12

follows:
DIRECT EXAMINATION

13

BY MR. TIDWELL:

14
15

Q

Mr. Campbell, I have placed before you, two copies

16

of a document entitled the Direct Testimony of Chris F.

17

Campbell on Behalf of the United States Postal Service.
It's been designated for purposes of this

18

19

proceeding as USPS-T-29.

20
21

Was that document prepared by you or under your
supervision?

22

A

Yes.

23

Q

If you were to provide the contents of that

24
25

document as your oral testimony today, would it be the same?
A

Yes, it would.
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MR. TIDWELL: Mr. Chairman, the Postal Service

1
2

moves into evidence, the Direct Testimony of Mr. Campbell.

3

CHAIRMAN GLEIMAN:

4

[No response.I

5

CHAIRMAN GLEIMAN: Hearing none, if counsel will

6

provide two copies of the witness's direct testimony to the

7

Reporter, I'll direct that the testimony be received into

8

evidence, but not transcribed into the record.
[Direct Testimony of Chris F.

9

10

Campbell, USPS-T-29 was received

11

into evidence.]
CHAIRMAN GLEIMAN: Mr. Tidwell, are we dealing

12
13

-

Is there any objection?

with any Category I1 Library References here?

14

MR. TIDWELL: We are, indeed.

15

BY MR. TIDWELL:

16

Q

Mr. Campbell, in Presiding Officer's Ruling Number

17

13, there were three Library References identified as being

18

associated with your testimony, Postal Service Library

19

Reference Number 1-110, which was the address correction

20

service costs; 1-160, documentation supporting USPS-T-29;

21

and 172, electronic version of Campbell workpapers.
Are you sponsoring those Library References today.

22
23

24

25

A

Yes, I am.
CHAIRMAN GLEIMAN: That being the case, those

material are admitted into evidence, but will not be
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1

transcribed into the record.

2

[Library References Numbered 1-110;

3

1-260; and 1-172 were received into

4

evidence.]
CHAIRMAN GLEIMAN:

5

Mr. Campbell, have you had an

6

opportunity to examine the packet of Designated Written

7

Cross Examination that was made available to you earlier

8

today?
THE WITNESS:

9

Yes, I have.

CHAIRMAN GLEIMAN:

10

And if those questions were

11

asked of you today, would your answers be the same as those

12

you previously provided in writing?
THE WITNESS:

13

14
15

16
17

Yes, with three exceptions I'd like

to note.
CHAIRMAN GLEIMAN:

If you would give us those

corrections?
THE WITNESS:

In my response to KE/USPS-T-29-10,

18

Part A, I'd like to insert the word, sorting and, before the

19

word, counting, so it reads, my field observations confirmed

20

the use of time consuming manual sorting and counting of

21

individual BRM pieces in postage due units for both

22

high-volume and low-volume BRM accounts.

23

CHAIRMAN GLEIMAN:

24

THE WITNESS:

25

Okay.

The second modification is for my

response to KE/USPS-T-29-14,letter (e). The response
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1

should read:

2

would change if the shape of the BRM pieces or letter size.

3

4
5

And the last revision is to my response to
KE/USPS-T-29-23, letters (f) and (g), combined.

The first sentence should read: The Postal

6

Service implements a weight averaging method as the primary

7

method to distribute the QBRM reply letters of Brooklyn

8

Union Gas Company, et cetera.
CHAIRMAN GLEIMAN: Before we go any further, I

9
~

I do not know how much the per-piece cost

10

want to make sure, since some of those changes were - - two

11

of the changes were somewhat extensive, not just a number or

12

a word, that counsel for KeySpan Energy go the changes that

13

were made?

14

MR. HALL: We received copies just before lunch,

15

and as a matter of fact, I'm just inserting the changes now.

16

CHAIRMAN GLEIMAN: Those changes having been made,

17

I assume they're made in the two packets that were provided.

18

That being the case, counsel, if you would provide the two

19

copies of the corrected Designated Written Cross of Witness

20

Campbell to the Reporter, I'll direct that the material be

21

received into evidence and transcribed into the record.

22

[Designated Written Cross

23

Examination of Chris F. Campbell

24

was received into evidence and

25

transcribed into the record.]

I
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BEFORE THE
POSTAL RATE COMMISSION
WASHINGTON, DC 20268-0001

Postal Rate and Fee Changes, 2000

Docket No. R2000-1

DESIGNATION OF WRllTEN CROSS-EXAMINATION
OF UNITED STATES POSTAL SERVICE
WITNESS CHRIS F. CAMPBELL
(USPS-T-29)

lnterroaatories
Douglas F. Carlson

DFCIUSPS-T29-1

E-Stamp Corporation

E-Stamp/USPS-T29-1-2
Stamps.comlUSPS-T29-7-10

KeySpan Energy

KEIUSPS-T29-1, 2a-d, f, 3a. 4, 6, 8-9, loa-c, 11.
13-20, 22a-b, d-f, 23a-i. 24-42.4447,49-52
OCA/USPS-T29-1, 4-6
Stamps.comIUSPS-T29-7

Office of the Consumer Advocate

E-StamplUSPS-T29-2
KEIUSPS-T29-6. 15-18
OCA/USPS-T25-:-5, 9, 13-19
Stamps.comlUSPS-T29-1

Stamps.com

Stamps.com/USPS-T29-2,4-6

Respectfully su mitted,

yLf4Lk4L~J
Mahsret P. Crenshaw
Secretary
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INTERROGATORY RESPONSES OF
UNITED STATES POSTAL SERVICE
WITNESS CHRIS F. CAMPBELL (T-29)
DESIGNATED AS WRIUEN CROSS-EXAMINATION
Interroqatorv:
DFC/USPS-T29-1
E-Stamp/USPS-T29-1
E-Stamp/USPS-T29-2
KEIUSPS-T29-1
KE/USPS-T29-2a
KEIUSPS-T29-2b
KE/USPS-T29-2c
KE/USPS-T29-2d
KE/USPS-T29-2f
KE/USPS-T29-3a
KEIUSPS-T29-4
KEIUSPS-T29-6
KE/USPS-T29-8
KEIUSPS-T29-9
KEIUSPST29-1Oa
KE/USPS-T29-lOb
KE/USPS-T29-1OC
KE/USPS-T29-11
KE/USPS-T29-13
KE/USPS-T29-14
KE/USPS-T29-15
KE/USPS-T29-16
KE/USPS-T29-17
KE/USPS-T29-18
KE/USPS-T29-19
KE/USPS-T29-20
KE/USPS-T29-22a
KE/USPS-T29-22b
KE/USPS-T29-22d
KE/USPS-T29-22e
KEIUSPS-T29-22f
KE/USPS-T29-23a
KEIUSPST29-23b

Desiqnatina Parties:
Carlson
E-Stamp
E-Stamp, OCA
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan.
KeySpan
KeySpan, OCA
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan, OCA
KeySpan, OCA
KeySpan, OCA
KeySpan, OCA
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
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KEIUSPS-T29-23c
KEIUSPS-TZ9-23d
KEIUSPS-T29-23e
KEIUSPS-T29-23f
KEIUSPST29-23g
KE/USPS-T29-23h
KEIUSPS-T29-23i
KEIUSPS-T29-24
KEIUSPS-T29-25
KEIUSPST29-26
KEIUSPS-T29-27
KEIUSPS-T29-28
KEIUSPS-T29-29
KEIUSPS-T29-30
KEIUSPS-T29-31
KEIUSPS-T29-32
KEIUSPS-T29-33
KEIUSPS-T29-34
KE/USPS-T29-35
KEIUSPS-T29-36
KEIUSPS-T29-37
KEIUSPS-T29-38
KEIUSPS-T29-39
KEIUSPS-T29-40
KEIUSPS-T29-41
KEIUSPS-T29-42
KEIUSPS-T29-44
KEIUSPS-T2945
KEIUSPS-T29-46
KEIUSPS-T29-47
KEIUSPS-T29-49
KEIUSPS-T29-50
KEIUSPS-T29-51
KEIUSPS-T29-52
OCNUSPS-T29-1
OCNUSPS-T29-2
OCNUSPS-T29-3
OCNUSPS-T29-4
OCNUSPS-T29-5

KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan
KeySpan, OCA
OCA
OCA
KeySpan. OCA
KeySpan, OCA

-- .
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OCNuSPST29-6
OCNUSPS-T29-9
0cAIusPs-l29-13
OCNUSPS-T29-I 4
OCNUSPS-T29-15
OCA/USPS-T29-16
OCNUSPS-l29-17
OCNUSPS-T29-18
OCNUSPS-T29-19
Stamps.com/USPS-T29-1
Stamps.com/USPS-T29-2
Stamps.com/USPS-T29-4
Stamps.com/USPS-T29-5
Stamps.com/USPS-T29-6
Stamps.com/USPS-T29-7
Stamps.com/USPS-T29-8
Stamps.com/USPS-T29-9
Stamps.com/USPS-T29-10

KeySpan
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
OCA
Stamps.com
Stamps.com
Stamps.com
Stamps.com
E-Stamp, KeySpan
E-Stamp
E-Stamp
E-Stamp
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RESPONSE OF UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL
TO INTERROGATORY OF DOUGLAS F. CARLSON
DFCIUSPS-729-1.
Please refer to Table 4 in your testimony. Please provide the
(a)
stamped card printing costs for 1997, 1998. and 1999.
Please explain all steps that the Postal Service has taken to reduce
the printing costs of stamped cards (including, but not limited to,
single-color printing).

(b)

RESPONSE:

Stamped card cost

I
1997'
1999
I
$12.00

$13.00

$14.00

(per thousand)

(b)

I have been informed that the Postal Service has not taken specific

steps to reduce the printing costs of stamped cards.

' This printing coct was effective through 10197.
'Thls printlng cost was effective through 3199.

'This printing cost will remain effective at least through fiscal year 2000.
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL TO
INTERROGATORY OF ESTAMP CORPORATION
E-STAMPIUSPS-T29-I.
On page 40 of your testimony you state that the cost avoided by a QBRM
piece is 3.36 cents, compared to a handwritten single-piece letter as a
benchmark, citing USPS LR-1-160, Section L. Please provide the cost
avoidance for a QBRM piece if the benchmark used is that of metered

mail.
RESPONSE:

The cost differencebetween a QBRM piece and a metered mail piece is
determined as follows:
CRA Proportional Adjustment

.Model Cost
(cents)
Metered Mail

5.269 [2]

QBRM

3.640 [4]

Cost difference

It] See USPS-T-24,Appendix I,
page 4
(nonautomation presort)

[2] See USPS-T-24.Appendix I,
page 16
131 111'121
[4] See USPS LR-I160. L-3

(QBRM cost sheet)

I51

PI

dl '141

-

131 [51

1.224 [l]
Total
Workrharlng
Related
Unit Cost
(cents)

- 6.449

131

4.700 [5]
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL TO
INTERROGATORY OF E-STAMP CORPORATION
E-STAMPIUSPST29-2.
Your testimony, at page 38, states that a QBRM mail piece is defined as
BRM letters and cards "which are automation compatible, have both a FIM
C and a unique zip+4 barcode, and have qualified for BRMAS
processing."
(a) Please confirm that Information Based Indicia (IBI) First Class Mail,
using the E-Stamp Internet postage solution, as approved by the
Postal Service, also is automation compatible, has a FIM Code, a
verified address, a current USPS approved nine-digit Zip Code, and a
Delivery Point Barcode.
(b) Please identify any features of E-Stamp Internet postage First Class
letters or cards which have any characteristics different than QBRM
which could cause the Postal Service to incur either greater costs or
lesser costs than QBRM.
(c) Based upon your responses to (a) and (b) above, please state your
opinion as to whether the amount of QBRM cost avoidance, which you,
on page 39. define as the difference in mail processing costs between
a prebarcoded First-class Mail piece and a handwritten First-class
Mail piece, would be at least no greater than the cost avoidance of EStamp Internet postage FCM. Please explain any negative answer.
(d) Table 7 on page 39 of your testimony presents what you say are
"simple assumptions" that adapt witness Miller's model so that you can
model QBRM and handwritten mail flows. Would this comparison be
equally applicable to E-Stamp Internet postage First Class Mail7
Please explain any negative answer.

RESPONSE:
(a) Not confirmed. While I am not an Information Based Indicia (IB)
expert, it is my understanding that the E-Stamp product may not
comply with all the standards in the Domestic Mail Manual for
automation compatible mail. Specifically, a customer may use this

form of postage for mail that exceeds size, shape, and weight
limitations for automation compatible mail. Unlike QBRM where
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL TO
INTERROGATORY OF ESTAMP CORPORATION
ResDonse to E-STAMP/USPS-T29-2 (continued)
the contents for the mail has been predetermined ( i k , l a n c e letter,
2-ounce letter ,or card), mail bearing an IBI can contain anything the
customer decides to mail that is acceptable for the class of mail being
presented (e.g., several photographs In an envelope mailed at First

Class rates). Consequently, we have no assurance that use of an IBI
as postage on a mail piece will guarantee automation compatibility.

In addition, it is my understandingthat the E-Stamp user has two
options for printing postage. 161postage can be (1) printed directly
onto the mail piece with a FIM D or (2) applied to a label which is
placed onto the mail piece. When the latter option is selected., two
labels are generated. One label has the delivery address and postnet
barcode. A second label has IBI indicia, but does not include the FIM.

In lieu of a FIM, the E-Stamp user is required to use a florescent label
for purposes of facing the mail piece. These mail pieces are held out
at the AFCS and routed for handling with traditional meter mail. As a
result, characteristics of an IBI mail piece, such as potential presence

-.

of a Postnet barcode, may not be recognized and capturable from our
automation platform.
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL TO
INTERROGATORY OF ESTAMP CORPORATION

Rewonse to E-STAMPIUSPS-129.2 lconti n u a
Another issue to consider is that since IBI mail pieces and labels are
produced with personal computers and home or office printers, at
times mailers may push their printer cartridges a bit too far, producing
barcodes and indicia that Postal automation equipment may have
difficulty processing. Or mailers may use an envelope that is the
wrong size, which could result in a barcode or FIM being printed
outside the acceptable read zones for automation processing.

As discussed in witness Fronks response to E-STAMP/USPS-T33-1, it

is also important to recognize that all IBI vendor products are not the
same. While the Simply Postage product prints the same kind of
indicia (two-dimensional barcode) as the E-Stamp product, it does not
incorporate its ability to check address hygiene and it does not print a
delivery point barcode on the mail piece.

It is my understanding that the vision of the IBI program has been to

enhance the convenience of the mail by bringing the Post Office to the
people, A goal of the IBI program is to work with vendors to make a
range of products available to mailers, thereby meeting different mailer
needs. While producing mail pieces that meet the requirements of
automation-compatibility is also a program consideration. initial
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL TO
INTERROGATORY OF ESTAMP CORPORATION
Response to E-STAMPIUSPS-T29-2 (continued)
program efforts have not been geared toward creating an IBI pool of
mail homogeneous enough to qualify for a new discount.

(b) Again, please recognize that Iam not an IBI expert. As discussed in
my response to part (a) above, is my understanding that IBI mail
pieces could differ from QBRM mail pieces in a number of ways. First,

a mail piece bearing E-Stamp IBI may exceed size, shape, and weight
limitations that a QBRM mail piece must meet. Second, the label
containing the IBI indicia will not contain a FIM. Third, an address
label containing a Postnet barcode could be affixed to the mail piece
~

so that the barcode was outside the read zone of our automation

.

. . ..

. .

Another
. .
consideration
.
..
is that some personal computer and home
office/small office users could print indicia and barcodes that are too
faiot .to process.successfully,. either
. .due to .a depleted printer cartridge
.

.
. .

or to a printer malfunction.
Or,. mailers
use the wrong-sized
. . , . .could
.
.

.

so that
FIM D or postnet barcode was out of position for our
. envelope
.
..

~.

I

.

automation equipment.
.

..
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rem

(c) It is premature to formulate an opinion regarding the cost avoidance of

a mail piece bearing E-Stamp Internet postage. As discussed in parts
(a) and (b) above, there are many issues to be considered before
making any kind of cost avoidance determination. The Postal Sewice
will continue to look at the issues presented above as well as new
ones that may surface in the future.

(d) At this point, it is premature to make the comparison that you are
requesting. Again, as discussed in parts (a) and (b) above, there are
several issues to be considered before comparing E-Stamp mail

pieces with any other mail piece.

- .

.

.
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On page 7 of your prepared testimony you indicate that, when BRM letters
are held out after the incoming primary sort, they are sent either to the
BRMAS operation or to a manual sortation operation that is usually
performed in the postage due unit or box section.
(a) On page 16 you note that the "1997 BRM Practices Study showed that
19.3% of QBRM pieces receive final piece counts from a BCS EOR
report'. Do these pieces receive their final piece counts in the BRMAS
operation or the postage due unit or box section? Please explain your
answer.
(b) On Section 6, p. 2 of USPS LR-1-160, you show four methods for the
finest depth of sortation of BRM. Please explain fully what 'Other"
means and state where this 'Other' sort takes place.

RESPONSE:
(a) QBRM pieces that receive a final piece count from a BCS end-of-run
report are transferred to a postage due unit or box section, where
rating and billing activities take place based on the BCS EOR report.

(b) The category designated as 'Other" in LR-1-160 includes BRM pieces
sorted to stationloffice mly (S.O%), to section manually (3.3%), to
section by BCS (7.6%),and other (2.6%), as presented in Docket NO.

RQ7-1-160,USPS LR-H-179. Table 8.
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On page 8 of your prepared testimony, you show the flow of advanced
deposit BRM through the incoming faciMy. On page 9 of your prepared
testimony, you state, '[a) facilities without BRMAS operations, QBRM is
counted, rated and billed using a variety of methods, both manual and
automated" and identify the two most commonly used counting methods:
manual and of end-of-run (EOR) report counts.
(a) Please define "manual counts' and 'endof-tun (EOR) report counts"
as you have used those terms in your testimony.
(b) Please identify and describe all the "variety of methods' used to count

QBRM, indicate for each method whether it is used primarily for high
volume QBRM recipients or low volume QBRM recipients, provide
copies of all operating manuals, guidelines, or similar documents that
describe how and under what circumstances the particular counting
method is to be applied, and provide, for the Base Year in this case,
the volume of QBRM counted by use of each counting method.
(c) Do postal personnel ever weigh trays of QBRM for large recipients in
order to facilitate the counting of pieces? Please explain.

(d) If the reply letters of high volume QBRM recipients are weighed in
order to facilitate the counting function, does this take place in the
BRMAS operation, other barcode sorter operation, or the manual sort
operation?
(e) What operational factors or other considerations determine whether
the QBRM reply mail is processed by a BRMAS operation, other
barcode sorter operation, or the manual sort operation?

Q Have any studies or analyses been conducted to determine the typical
processing method for high volume QBRM recipients in the delivery
facility and how it might differ from the typical processing method for
low volume QBRM recipients? If such studies or analyses have been
performed, please provide copies of all such documents. If not, please
explain why such studies or analyses were not performed.
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RESPONSE:
(a) The term "manual count,' as used in my testimony, is broadly defined
as the BRM piececount resulting from a person manually distributing
and counting each BRM piece in a postage due unit or box section.
The term 'end-of-run (EOR) report count," as used in my testimony, is
broadly defined as an EOR pieca-wunt for each bin on a BCS and
generated by BCS software.
(b) See Docket No. R97-1, USPS LR-H-179, Table 13 for a listing of the
various methods used to count QBRM pieces. The specific items you
.-

requested for each counting method are not available
(c) The Postal Service does not have standardized procedures for
weighing trays of QBRM in order to facilitate the counting of pieces.
However, as presented in Docket No. R97-1, USPS LR-H-179, Table
13, b small percentage of QBRM volome is counted using weighing

methods.
(d) I do not know the answer.
(e) Redirectedto USPS for response.

(f) No such study has been conducted to date on that subject.
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On page 10 of your prepared testimony, you state, 'Rating and billing
functions are typically performed manually or through the PERMIT system
or other software.'
(a) Please fully describe the "PERMIT system" and "other software' that is
used for the rating and billing functions.
(b) What factors detemine whether the rating and billing function is
performed manually or through the PERMIT system or other software?
Of these factors, what is most important?
(c) What is the start-up cost for implementing the PERMIT system or other
software at a Postal facility?
RESPONSE:
(a) The PERMIT system is an on-line system, which gives authorized
USPS employees rapid access to advance deposit account

information. The system controls advance deposit trust fund deposits,
withdrawals, and daily balances for each Post Oftice permit account.
The daily tasks the PERMIT system accomplishes are record keeping,
account tracking, postage calculation, withdrawal and deposit posting,
data edits, fund verification, customer assistance information searches,
daily trial balance calculations and associated mail volume information
development. 'Other sofhvare' packages are locally designed systems
that accomplish billing and rating fundions spectftmlly for Business
Reply Mail.
(b) Redirected to USPS for response.
(c) Redirected to USPS for response.
.-
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On pages 12 and 13 of your testimony you state that the low volume
QBRM cost methodology is similar to that provided by USPS witness
Schenk in Docket No. R97-1, whereas the high-volume QBRM cost
methodology “has been modified to reflect certain fixed costs associated
with large QBRM mailer volume”.
(a) For low-volume QBRM, did you utilize the Schenk methodology for
deriving the unit cost of counting, the unit cost of rating, or both?
(b) Please describe exactly what changes you made to the Schenk
methodology to reflect the USPS proposal for a reduced per piece fee
and a quarterly fee for high volume QBRM.
(c) Please confirm that you used the same breakout of counting
techniques, Le., 14.2% BRMAS, 19.3% BCS EOR and 66.5% manual,
for high volume QBRM recipients and for low volume QBRM
recipients. If you cannot confirm, please explain why not.

(d) Please confirm that you assumed the Postal Service will incur the
same unit cost for counting QBRM reply pieces delivered to high
volume QBRM reclpientsthat it will incur for counting QBRM reply
pieces delivered to a low volume QBRM recipient. If you cannot
confirm, please explain how your methodology differentiates between
the unit costs incurred in counting high volumes of QBRM and those
incurred in counting low volumes of QBRM.
RESPONSE:
(a) For low-volume QBRM, I used a methodology very similar to the
Schenk methodology for estimating the unit cost of counting and the
unit cost of rating. For a direct comparison, please refer to USPS LR-I-

160, Section B, page 3 (my methodology) and Docket No. R97-1,
USPS-T-27, Exhibit USPS-27C (witness Schenk‘s methodology).

(b) As described in my testimonyat USPS-T-29, pages 16-17. the
following changes were made to the Schenk methodology for per piece
fees:
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1. My methodology removes counting costs for QBRM pieces counted

by the BRMAS software or end-of-run report, while the Schenk
methodology includes these costs.
2. My methodology subtracts an incoming secondary cost only for

those QBRM pieces that are manually sorted and counted, while
the Schenk methodology subtracts an incoming secondary cost for
all QBRM pieces.

3. My methodology incorporates data in the incoming secondary
subtraction that specifies the method and finest depth of sortation
.-

of BRM, whereas the Schenk methodologydoes not incorporate
these data.
4. My methodology corrects an inwrrect productivity in the Schenk

methodology. More specifically, the Schenk methodology
inadvertently included accounting activities (Le.. preparation Of
Forms 25, 3083, and 1412) in the sortation productivity calculation.

The inclusion of these activities resulted in an understated sortation
productivity.

5. My methodology adjusts the volume variability for Postage Due unit
activities to 100 percent, up from 79.7 percent in the Schenk
methodology.
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The methodology used to support a quarterly fee is entirely new and
does not reflect the Schenk methodology in any way.

(c) Confirmed.

(d) Confirmed.
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On page 16 of your testimony you state that, for QBRM pieces received in
high volume, '[tlhe only incoming secondary cost subtraction incorporated
into the methodology is for those QBRM pieces that are manually sorted
and counted".
(a) Please confirm that, when subtracting out the .88 cents 'Cost
avoidance (Inc. Secondary for manual pieces)," you assume that these
manually sorted pieces incur the exact same cost as an average FirstClass Basic automationcompatible letter? If you cannot confirm,
please explain.
(b) Do you assume that QBRM reply pieces will be sorted manually in the
BRM processing sortation, but would have been sorted on barcode
equipment in the incoming secondary if these same pieces were mail
pre-paid with a stamp applied rather than as BRM? Please explain
your answer.
(c) What is the unit cost for sorting these high volume QBRM pieces
manually in the incoming secondary?
RESPONSE
(a) Confirmed.
(b) No. Iassume that 41.6 percent of the QBRM pieces receive a manual
sortation to the customer level. based on the BRM Practices Study
(see Docket No. R97-1, USPS LR-H-179, Table 8). If these same 41.6
percent pieces were mail pre-paid with stamps applied rather than
BRM pieces, then Iassume these pieces would reflect mail processing
characteristics of a First-class Automation Basic mail piece (see
USPS-T-24. page 1-24).
(c) The unit cost for sorting a QBRM piece manually in the Incoming
secondary operation is 4.32 cents.
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On page 15 of your testimony you determine a unit fixed cost for a high
volume QBRM account, in part, by assuming an average of 15
transactions per accounting period.
(a) What is the maximum possible number of transactions per account
during any given accounting period and how is that number
determined?
(b) Assuming that the number of 15 transactions per accounting period is
less than +.he maximum possible number of transactions you report in
response to part (a), wouldn't it be reasonable in determining the fixed
accounting costs per account to use the maximum possible number of
transactions per accounting period for high volume QERM recipients in
view of your testimony (at page 14) that "[a] number of mailers
consistently receive high QBRM volumes nearly everyday"? If you
disagree, please explain.
(c) Please confirm that 15 transactions per accounting period is based on
the actual average number of transactions per account during the
FY98 AP1 through AP9 accounting periods for offices which use
BRMAS software for sorting QBRM and use the PERMIT system for
rating and billing. If you cannot confirm, please explain.

(d) For this period, what was the average volume per account transaction?
(e) Did you make any attempt to obtain the average number of
transactions per accounting period for just those QBRM recipients who
receive "large" volumes? If you did so, please quandfy what you mean
by the term "large volumes," describe your efforts, and provide the
results. If you did not do so, please explain why not.
RESPONSE:
(a) There is no specific maximum possible number of transactions per
account during any given accounting period. However, for those
accounts reported to PERMIT in FY98 (APs Ithrough 9), 99.7 percent
of the accounts showed 60 or fewer transactions per AP. on average.
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(b) While a number of mailers consistently receive high QBRM volumes
nearly everyday, this does not mean that a// high-volume QBRM
customers receive high QBRM volumes nearly everyday. Further,
other factors such as seasonal variations and consumer response may
tend to lower the average number of transactions per AP. Therefore, it
is reasonable to use an average of 15 transactions per accounting
period in the fixed cost calculation.
(c) Not confirmed. The 15 transactions per accounting period is based on
the actual average number of transactions per QBRM account during
the FY98 APl through AP9 accounting periods for offices which report
to the PERMIT system. These offices may or may not use ERMAS
sohare for sorting QBRM. It is reasonable, however, to assume that

ofices with high-volume QBRM customers are more likely to report to
the PERMIT system than oftices without high-volume QBRM
customers.
(d) For this period, the average volume per account transaction Is 132
QBRM pieces.

(e) No. The methodology that Ihave chosen to follow does not require
these data.
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Please refer to Section B, p. 2 of USPS LR-1-160, where you determine
the Per-Piece Costs for QBRM (high-volume).

(a) Please confirm that the method of final piece count, indicating that
66.5% of the pieces are counted by manual/other means, was
determined prior to your decision to propose a reduced per piece fee
for QBRM recipients who receive large volumes.
(b) Please fully describe the manuallother processing technique for
counting QBRM pieces remived by large volume redpients.
(c) Please fully describe the manual processing technique that produced
the 951 PPH productivity upon which you rely in your cost analysis
provided in LR-1-160, Section B, pages 2 and 3. W 1990 BRM
survey data, Docket No. R90-1, USPS-T-23. Exhibit USPSd3F.
(d) Does the Postal Service find it cost effective to hand count QBRM
letters received by one recipient in large volumes? Please explain
your answer.
(e) Does the Postal Service find it cost effectiw to hand count nonlettersize BRM pieces received by one recipient in large volumes? Please
explain your answer.

(9 Did you attempt to obtain the percentage of pieces processed by the
three. methods of final piece count separately for QBRM recipients who
receive low volumcs and QBRM recipients who reccive high volumes?
If you did attempt to obtaiil that information, please quantify 'high
volumes" and explain the results of that effort and provide all
documents that discuss that effort. If you did not attempt to do so,
please explain why not?
(g) Do k l d Omcss choose the method of counting QBRM pieces based on
the anticipated volume mm'md by particular QBRM ncipbnts? If
they do not. pkam explain why not.
(h) Ifyour answer to part (9) is yes, then why didn't your analysis focus
just on high QBRM v d u m recipients for the pup80 of determining
the method of final piece a n t s ? I
your a m r to part (a) is no,
please explain why the anticipated volume of QBRM w i v e d per
recipient is not an important factor in determining the method of final
piece counts for high volume QBRM recipients.
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(i)Focusing on Wethod of final p ' m count' and "Method and finest
depth of sortation of BRM", please confirm that the percentages shown
for manual operations imply that 41.6% of the pieces were sorted
manually to the end recipient, but 68.5% were actually counted
manually? If you cannot confirm, please explain what the percentages
imply.
(j) Did you make attempt to independentlystudy how many pieces of
QBRM letters returned to a single recipient would be required in order
to generate cost savings (compared to QBRM received in 'lad
volumes)? If not, why not?
(k) Does the 2.0 cents unit cost reflected on the line entitled "Net direct
and indirect weighted per piece cost of BRM processing" represent
your estimate for the average unit cost to count QBRM letters? If not.
please explain exactly what the 2.0 cents unit cost represents.
RESPONSE:

(a) Confirmed.

(b) The 'manuallother" category in Section B,page 2, refers to the source

of the final piece count The category includesthe following sources:
1. Manual counts (47.2%)

2. Special counting machine (10.4%)
3. Weighing of identicst1pieces (4.8%)
4. Bulk weighing (4.1%)

(c) The 1990 sunny that produced the 951 PPH productivily did not
capture a description of each site's manual procsssinptechnique. The
survey instructions state that '[tJhe informationon Manual BRM should
relate to BRM pieces that are exdusively handled manually within the
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ROSDonre to KENSPS-1294 Icontinued]
postage due unit” (see Docket No. R9O-I, USPS-T-23. Exhibit USPS23A, page 4). To my knowledge, manual processing techniques have

not changed in any measurable way since the 1990 survey was
conducted.
(d) The Postal Service finds it cost effective to hand count QBRM letters
received by one recipient in large volumes, provided the fees charged
to the customer cover the processing costs.
(e) The Postal Service finds it cost effective to hand count nonletter-size
BRM pieces received by one recipient in large volumes, provided the
fees charged to the customer cover the processing costs.

(f) No. These data are not readily available.

(9) Many do. If one or more accounts receive euffciently high volumes to
provide an incentive to use BRMAS. or endof-run (EOR) bin counts,
or weight averaging or counting machines, then tbse methods also

might be employed on low-volume accounts. Some facilities with highvolume accounts may have available endof-run bin counts, but find
the EOR unreliable and end up relying on counting machines or

manual counts, instead. Competition with other operations for bar
code sorter utilmtion during emdy morning uitial mail processing

window (ouch as delivery point sequencing) may drive an offics to
rely on manual counts or weight averaging, instead of BRMAS or EOR

bin counts, irrespective of volumes. A lot also depends on whether the
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volumes for a particular high-volume account are steady. Some have
constantly high daily volumes; other high-volume accounts fluctuating
on a daily, intermittent or seasonal basis. Also, see response to
KENSPST29-2(e).
(h) As explained in part (9). many factors go into a site's decision to utilize

one method over another for the purpose of determining a final piece
count. In many instances, it is not the volume of a particular BRM
account that determines the method of counting used, but rather the

I

-

number and volumes of all BRM accounts across the entire facility.
Again, in many instances, the same method is used to count all
accounts at a particular site for both low and hiah-volume accounts.
For this reason, it does not make sense to focus just on high-volume
QBRM accounts when the same counting method is being used for
low-volume accounts.
(i) Not confirmed. The percentages shown for manual operations imply

that 41.6% of the p b s were sorted manually to the end recipient,

while 66.5% received a final piew count using a manual method

(47.2%) or other method (19.3%). In some cases, BRM is sorted using
one method, but receives a final count from another method. An

example is when BRM is sorted on a BCS to the end ndpient and is
sent to the postage due unit for manual counting.
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(i) No. I did not conduct such a study. These data are not readily

available.

(k) The 2.0 cents unit cost on the line entitled "Net direct and indirect
weighted per piece cost of BRM processing"represents my estimate
for the average unit cost to sorl and count QBRM letters.

c
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On page 16, footnote 5 of your testimony you note that "Field observations
confirmed that manual distribution productivity has not changed
significantly since 1989".
(a) Please describe the manual distribution activity that the field
observations confirmed.
(b) Did the manual distribution activity include manual piece counts? If
there were other manual techniques, please describe them fully.
(c) Did the field observations take place in offices that received low
volumes per recipient, high volumes per recipient, or both? If you do
not know, please so state.
(d) Has the Postal Service considered wider implementation of weighing
techniques for QBRM pieces received in large quantities, in view of the
newly implemented classification for nonletter-size BRM received in
bulk? Please explain your answer.
RESPONSE:
(a) My field observations confirmed the use of time-consuming manual
c;d

counting of individual BRM pieces in postage due units for both highvolume and low-volume BRM accounts.
(b) Yes. The manual dis!ribution activity observed included manual piece
counts. There were no other manual techniques observed.
(c) Field observations were conducted in offices that received both low
and high volumes per recipient
(d) Redirectedto USPS for response.
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Please refer to Section B, p. 2 of USPS-LR-1-160where you determine the
Per-Piece Costs for QBRM (high-volume).
(a) Please confirm that the percentages you show for 'Method of final
piece count". as determined from a study in Docket No. R97-1, are
intended to be representative of all offices, independent of whether or
not they process QBRM pieces received in large quantities for
individual QBRM recipients. If you cannot confirm. please explain and
provide all documents which discuss this topic.
(b) Please confirm that the percentages you show for "Method and finest
depth of sortation of BRM", as determined from a study in Docket No.
R97-1, are intended to be representative of all offices, independent of
whether or not they process QBRM pieces received in large quantities
for individual QBRM recipients. If you cannot confirm. please explain
and provide all documents that discuss this topic.
(c) Please confirm your analysis assumes that the method employed by
an office to determine the QBRM final piece count is not dependent on
whether the volume received by an individual recipient is large? If you
cannot confirm, please explain and provide all documents that discuss
this topic.
RESPONSE
(a) Confirmed.

(b) Confirmed.
(c) Confirmed.
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In Docket No. MC99-2, USPS witness Ellard performed a special study to
’determine the level of interest in new accounting methods and fees for
nonletter-size Business Reply Mail (BRM)”. See USPS-T4, p. 1. In that
study, he attempted to find out what mail recipients would be interested in
such a classifcatii and how much mail could be expected to be returned
under the newly proposed BRM nonletter fee. Did you perform any similar
study with respect to QBRM received in high volumes? If yes, please
provide the results of your study? If not, please explain why you did not
perform such a study?
RESPONSE:

To my knowledge, the Postal Service did not perform any similar study
with respect to QBRM received in high volumes.
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Please refer to LR-1-160, Section K, where you derive the unit cost for
weighing and counting nonletter-size BRM.
(a) Please describe how you obtained an average daily volume of 8,288
pieces.
(b) Is the average daily quantity of 8,288 pieces representativefor the
entire universe of nonletter-size BRM? Please explain your answer.
(c) Ifthe average daily volume fluctuates considerably on the high side,
say to 25,000 pieces per day, will the derived per piece costs go
down? Please explain your answer.

(d) If the average daily volume fluctuates considerably on the low side, say
to 100 pieces per day, will the derived per piece costs go up? Please
explain your answer.

(e) Will the per piece costs change if the shapes of the BRM were lettersize? If so, why? If so, how? Please explain your answer.
x

(9 Does the average number of pieces weighed per hour productivity of
7,272.3 (line 4) assume that labor costs vary 100% with volume?
Please explain your answer.
RESPONSE:
(a) See Docket No. MC99-2, USPS-T-3 for an explanation of the data
collection procedures.
(b) The average daily quantity of 8,288 pieces is based on data collection

at three sites, which had more than six months experience with weight
averaging. For purposes of estimating weight averaging costs, the
three data collection sites were assumed to be representative of the
entire universe of nonletter-size ERM.
(c) This question cannot be answered without knowing the daily weighing

time for those 25,000 pieces.
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(d) This question cannot be answered without knowing the daily weighing

time for those 100 pieces.
(e) Ido not know %;i:per-piee

cost would change if the shape of

the BRM pieces were letter-size. An answer would be pure
speculation.

(9 To my knowledge, the productivity of 7,272.3

assumes that labor costs

vary 100 percent with volume. This assumption is consistent with the
Postal Service’s use of volume variability in this proceeding. See
USPS-T-15 for a complete discussion on volume variability in relation
to this proceeding.
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On page 39 of your testimony you discuss the derivation for QBRM cost
savings. You note the differences between your methodology in this case
and the methodology you employed in Docket No. R97-I.
(a) Why did you expand the model to incorporate mail processing costs
through the incoming secondary operation?
(b) Aren’t QBRM pieces usually returned to a business? If so. why do you
assume that the QBRM mail flow densities will be the same as for all
First-class mail, as stated in footnote 8 on page 40 of your prepared
testimony?
(c) Referring to footnote 8 on page 40 of your prepared testimony, did you
assume for purposes of your cost models that the densities for QBRM
and h a n d d e n addressed letters were identical? Please explain.
(d) Why did you choose to use the CRA adjus&nt factor for %onautomation presort” in this case, rather than the ‘automation noncamer route presort” CRA adjustment factor that you used in Docket
NO.R97-17
(e) If you had used the ‘automation non-carrier route presort” CRA
adjustment factor, as you did in Docket No. R97-1, wouldn’t that have
implied that your modelderived unit costs overstatedthe actual costs?
Please explain your answer.

(f) If QBRM letters are prebarcoded and automationcompatible,why do
you claim that operations for non-automation presort mail more closely
resemble those for QBRM letten? Aren’t these pieces more similar to
automation letters? Please explain.
(9) Did your models capture additional costs that QBRM save and
handwritten letters do not, such as bin capacity constraints. barcoding
limitations, REC keying errors, system failures and REC Productivy)
(See Docket No. R97-1. USPS-T-23, p. 9) If so, how? If not, how did
you account for these factors?
(h) Why did you assume that 100% of the QBRM would flow from the
incoming MMP operation to the SCF-Incoming Primary operation, as
stated in footnote 87

(i) What is the basis for your statement on page 40 that improvements in
RBCS character recognition have lowered the cost associated with
handwritten single-piece processing? Please provide copies of all
studies or other documents that discuss the impact of improvements in
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RBCS character recognition on the cost of processing handwritten

single-piece letters.
RESPONSE:
(a) As stated on page 38 of my testimony, USPS witness Miller’s model
presented in Docket No. R97-1 captured ‘mail processing costs up to
the point where each mail piece receives its first barcoded sortation on
a BCS.’ The expanded model, however, captures all mail processing
costs through the incoming secondary operation. Thus, I incorporated
the expanded model to fully capture mail processing cost differences

between a preapproved prebarcoded First-class mail piece and a
handwritten First-class mail piece.
(b) The mail flow densities referred to in footnote 8 on page 40 of my
testimony are limited to mail processing operations through the
incoming secondary operation. Delivery to businesses is outside the
scope of these mail flow densities.
(c) Yes. For purposes of my cost models, Iassumed that the mail flow
densities for QBRM and handwritten addressed letten are identical
with one exception, as noted on page 40 of my testimony. The
densities are based on a mail flow density study (see Docket No.
R2000-1, USPS-T-24, Appendix IV), which did not capture densities
specifically for QBRM. Therefore, the assumption stated above is both
necessary and reasonable.

-- .
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(d) The non-automationpresort mailstream serves as a good proxy for the
single-piece mailstream, which includes both QBRM and handwritten
mail pieces
(e) The cost models rely on average data inputs and simplified processing
assumptions such that the weighted model cost results will not be
equal to the CRA mail processing worksharing related proportional

costs. The CRA worksharing related proportional adjustment factors
are applied to the final model cost results to compensate for this fact.

(0

See my response to KENSPS-T29-15 (d).

(9) As stated in Docket No. R97-1, USPS-T-23, page 9, '[!]he application
of this factor is appropriate since the models do not consider some
elements which would have contributed to further increasingthe cast
avoidance.' The "factor' is the CRA adjustment factor, which my
models incorporate.
(h) QBRM pieces do not typically go directly from an incoming MMP
operation to an incoming secondary operation.
(i) Please see my response to KENSPS-T29-16(b).
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Please refer to LR-1-160, Section L, p. 2 and Docket No. R97-1, Exhibit
USPS-T-23D, where you estimate unit costs for processing handwrittenaddressed letters through the outgoing RBCS operation.
(a) Please confirm that your cost models indicate that it costs an average
of 3.626 cents to process a handwritten letter in the outgoing RBCS
operation in Docket No. RS7-1. but will cost only 2.567 cents in the test
year in the current proceeding? If you cannot confirm. please provide
the correct cost figures and ewlain the derivation of those unit costs.

(b) Please explain why, in spite of an 11% increase in the wage rate (from
$25.45 to $28 24), the unit labor cost through the RBCS operation for
handwritten letters decreased by 29% (from 3.626 to 2.567 cents). If
you cannot confirm the unit costs in part (a), please answer this
question using the new figures you provide in response to part (a).
(c) Why did the number of handwritten letters processed through the REC
decrease from 9,606 in Docket No. R97-1 to 3.213 in this case.
Please support your answer.
(d) When handwritten letters are sent through the outgoing RBCS
operations, will they always be given an 1ldigit barcode? Please
explain your answer.
(e) Why are there no handwritten letters sent to the incoming RBCS

operations, as shown in USPS LR-1-160. Section L, p. 27

(Q Please provide the derivat "n of the RCR unit cost nf ,486 cents.
RESPONSE:
(a) Confirmed.

(b) The answer to this question is two-fold. First, as stated on page 40 of
my testimony, '[i]mprovements in RBCS character recognition have
lowered the cost associated with handwritten single-piece processing."
RCR software finalization rates have improved from an average 31.6

5939

REVISED April 17,2000
RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS CAMPBELL
TO INTERROGATORYOF KEYSPAN ENERGY
ResDonse to KE/USPS-T2#-16 (continued)
percent in 1998 to an estimated 69 percent in test year 2001 (see
Docket No. R20M)-1, USPS LR-1-164). With more mail pieces being
resolved by RCR software, fewer mail piece images are forwarded to
labor-intensive (Le., costly) RECs for finalization.
Second, in Docket No. R97-1, only 92.59 percent of handwritten mail
pieces had access to RBCS in the test year (Le., FY98). This means
that a significant amount of handwrittenmail pieces were processed in
a labor-intensive (Le., costly) manual operation. In the current test
year (i.e., M2001), 100 percent of handwritten mail pieces have
access to RBCS processing.
Through a combination of RCR finalization rate improvements and
increased access to RBCS processing. both RBCS and outgoing
primary unit costs have declined for handwritten mail pieces.
(c) See my response to KE/USPS-T29-16 (b).
(d) As stated in Docket No. RQ7-1. USPS-T-23, page 9, "some
handwritten mail may not obtain a complete l l d i g i t barcode through
RBCS." The primary reason for not obtaining an Ildigit barcode is an
incomplete or incorred address that cannot be rebohred at the REC.
(e) In general, mail pieces that go through the outgoing RBCS operation
do not go through an incoming RBCS operation.
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(0

N 2001 RCR Cost from USPS LR4-77

100

FY 98 RCR Volume from Corporate Information System
= ($109,317,075)
/(22,500,709,679
pieces) 100 = 0.486 cents /piece
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Please refer to LR-1-160, Section L, p. 3 and Docket No. R97-1, Exhibit
USPS-T-23D, where you estimate unit costs for processing QBRM letters
through the outgoing primary operation.
(a) Please confirm that your cost models indicate that it cost an average of
,942cents to process a QBRM letter in the outgoing primary operation
in Docket No. R97-1, but will cost 1.2905 cents in the test year in the
current proceeding? If you cannot, please provide the correct cost
figures and explain the derivation of those unit costs.
(b) Please explain why the unit model cost for handwritten letters going
through the outgoing RBCS and outgoing primary operations went
down 33% (from 4.408 cents in Docket No. R97-1 to 2.933 cents in this
case), while the unit model cost for QBRM letters going through the
outgoing primary operation went up 37% (frbm ,942 cents in Docket
No. R97-1 to 1.2905 cents in this case.
RESPONSE
(a) Confined.
(b) Please see my response to WUSPS-T29-16 (b) for an explanation of
declining RBCS and outgoing primary unit costs for handwritten mail.

As you noted, the modeled outgoing primary unit cost far QBRM
pieces increased by 37 percent between test year 1998 and test year
2001. Two factors account for this increase. First, the average hourly
wage rate for clerks increased by 11 percent during this time period,
while the piggyback factor for a DBCS increased by 31.6 percent.

.
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Please refer to LR-1-160, Section L. pp. 2 and 3, where you estimate unit
wsls for processing QBRM and handwritten letters through the incoming
primary operation.
(a) Please confirm that the unit costs to process QBRM and handwritten
letters through the incoming primary operations are 1.5382 cents
(.3693+.1578+.7602+.2509cents) and .9576 cents
(.1902+.1644+.4002+.2028cents), nspectively. If you cannot confirm,
please provide the correct unit costs and an explanation of how they
are derived.
(b) Why do your analyses show that the costs to process handwritten
letters are so much lower than costs to process QBRM letters in the
incoming primary operations? In your answer, please explain why,
compared to QBRM letters, so many handwritten letters can bypass
this operation.

RESPONSE
(a) Confirmed.

(b) Please examine the mail flow models for both handwritten and QBRM
mail pieces (see USPS LR-1-160. Section L, pp. 4 and 5)- in
conjunction with the mail flow densities (see USPS LR-1-160, Section

L,pp. 7 and 8).

Please observe that handwritten mail pieces generally

receive their first sortation in the outgoing RBCS operation. The
assumed mail flow densities show about one-third of the handwritten
mail pieces flowing to an incoming SCFlprimary operation, about onethird flowing to an incoming secondary operation, and about 10
percent to a Managed Mail operation.
Next, please observe that QBRM pieces generally begin in the
.-

outgoing primary operation for their first sortation. The mail flow
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densities reveal that over half of these mail pieces flow directly to an
incoming primary operation and about one-third to a managed mail
operation. For many QBRM pieces (Le., larger accounts), the
incoming primary operation is the last and final sotiation. Wdh over 65
percent of QBRM pieces receiving a sortation in the incoming primary
and less than haif of handwritten pieces receiving a sortation in the
incoming primary, it is no wonder that the unit cost for QBRM pieces is
higher than for handwritten pieces in the incoming primary operation.

...,

.

.

5944

RESPONSE OF THE UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL TO
INTERROGATORY OF KEYSPAN ENERGY
KUUSPS-T29-19.
The standard method of BRM counting. rating and billing is to individually
weigh each piece, compute the appropriate postage, set up a worksheet
tally to keep track of the number of pieces and postage per recipient. and
then calculate the postage due for each customer.
(a) Do you agree that these steps essentially cover the manual method for
processing BRM letters? If not, please explain.
(b) Do you agree that while such processing might be cost effective for

BRM recipients who receive small volumes, it would not be appropriate
for BRM recipients who receive large volumes?
If you do not agree with part (b), please explain the circumstanceswhere it
would be cost effective to individually count and weigh each BRM piece,
determine the applicable postage for each piece, maintain a tally
worksheet, and then calculate the total postage due for that customer.
RESPONSE:
(a) This response assumes the question is addressing the counting,
rating, and billing of BRM letters and cards. Ido not agree with the
above description of "standard" manual counting, rating, and billing.
Manual counting does not typically involve weighing BRM pieces, but
rather involves a clerk Zhysically counting each BRM piece and
recording the data on a tally sheet. Rating BRM pieces manually
typically involves a clerk calculating the appropriate postage and fees
due based on the manual count. Manual billing involves a clerk
preparing a bill for each BRM account based on the postage and fee
calculation.
(b) The processing that you have described would not be appropriate for
BRM recipients who receive large volumes of BRM pieces (1.e..weigh
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each piece. compute the appropriate postage, set up a worksheet tally

to keep track of the number of pieces and postage per recipient, and
then calculate the postage due for each customer).
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In Campbell WP II you show the derivation of your manual productivity
PPH of 951 for "counting and distribution of BRM."
(a) Please confirm that this PPH was derived from data collected in 1989
and presented by USPS witness Pham in Docket No. RQO-1 (Pham
Study). If you cannot confirm, please provide the source information
for the derivation of this PPH.
(b) Please confirm that of the 7,763.48 hours recorded for counting and
distributing BRM in the Pham Study, 2,217.90 or 28.6% came from one
office, which had almost 10,000 individual advance deposit BRM
accounts?
(c) Please confirm that, for the 15 offices studied over a two-week period
in 1989, the computed productivities ranged from a low of 465 PPH to
a high of 1,977 PPH. If you cannot confirm, please provide the correct
range of productivities and explain how they were derived.
(d) Why didn't you modify the derived 951 PPH as you did other manual
operations to compute a marginal productivity that is consistent with
the Postal Service's position that labor costs do not vary 100% with
volume? See, for example, LR-1-160, Section L, p. 12, where you
divided the MODS Productivity for manual operations by ,735 to
compute the marginal productivities.

(e) Please confirm that in Docket No. R97-I, USPS witness Schenk
adjusted the manual 6;tM sortation productivity in 5 e postage due unit
by dividing the 951 PPH from the R90-1 Pham Study by ,797 to
compute the marginal productivity. See USPS-T-27, p. 11 and Exhibit
USPS-27C, footnote 7. If you cannot confirm, please explain.
RESPONSE:
(a) Confirmed.
(b) Confirmed

(c) Confirmed.
(d) See my response to KENSPS-T2Q-5(c).
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(e) Not confirmed. In Docket No. R97-1,USPS witness Schenk adjusted
the manual BRM sortation productivity in the postage due unit by
dividing 362 PPH from the Pham study by 0.797 to compute the
marginal productivity.
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In Docket No. R97-1, USPS witness Schenk noted that Prepaid Reply Mail
(PRM) service "would be advantageous for some high-volume BRMASqualified BRM recipients. If there is migration of BRMASqualied
volumes to PRM, the BRMAS coverage factor would change, which would
affect the cost of BRMAS-qualifii BRM". (USPS-T-27, p. 13).

I

(a) Please confirm that USPS witness Schenk detenined the unit cost for
QBRM by using an adjusted BRMAS coverage factor of 5.87 percent,
which was intended to take into account USPS witness Fronk's
projection that 66 percent of BRMASqualiiid BRM volume would
migrate to PRM. If you cannot confirm, please explain.

I
-.

(b) Did you make any adjustment in your development of QBRM unit
costs, similar to the adjustment made by USPS witness Schenk in
R97-1, to reflect the possible migration of QBRM volumes from paying
the proposed Gcent fee to the newly proposed 3cent per piece fee
(with fixed quarterly fee)? If yes, please explain exactly what kind of
adjustment you made. If you did not make such an adjustment, please
explain why not?
(c) Do you agree that a BRM recipient who received large volumes would
be the type of Postal customer who would have taken advantage of the
proposed PRM service, if it had been implemented, and who will take
advantage of the new, 3-cent QBRM fee that the Postal Service
proposes in this case? If you do not agree, please explain and provide
all documents reviewed by you in connection with the formulation of
your response to this interrogatory.
(d) Please confirm that QBRM letters received by individual recipients in
high volumes cost less to count than QBRM letters received by
individual recipients in low volumes? If you cannot confirm, please
explain why not.
(e) If you confirm the statement in part (d), wouldn't your derived unit cost
for QBRM (high volume) be overstated, while your unit cost for QBRM
(low volume) be understated? Please explain your answer.

(t) Please confirm that nonletter-size BRM pieces received by individual
recipients in high volumes cost less to count than nonletter-size BRM
pieces received by indivMual recipients in low volumes? If you cannot
confirm, please explain why not.

-- .
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RESPONSE:

(a) Confirmed.
(b) No. Idid not make such an adjustment. The adjustment made by
USPS witness Schenk in R97-1 was made because BRM operations
likely would have changed with the introduction of PRM. In this
proceeding, however, BRM operations (Le.,counting, rating, and
billing) are unlikely to change with the introduction of the newly
proposed 3-cent per piece fee.
(c) Redirected to USPS for response.
(d) Not confirmed. This statement is not universally true. Some offices
processing a few high-volume QBRM accounts are not equipped to
count the pieces using automation due to BCS capacity constraints.
These pieces are counted using alternative methods such as laborintensive (Le.,expensive) manual counting. Conversely, some offices
receiving low-volume accounts can count these pieces on automation

(Le.,inexpensive) along with the high-volume accounts.
(e) I did not confirm the statement in part (d).

Q Not confirmed. This statement is not universally true. The methods
used to count high-volumenonletter-size BRM accounts vary.
Likewise, the methods used to count low-volume nonletter-size BRM
accounts vary. As a result, generalizations can not be made about
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ResDonse to KE/USPS-T29.22 (continued)
nonletter-sue BRM costs for high-volume accounts and low-volume
accounts.
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According to USPS witness Mayo, in the test year after rates the Postal
Service expects to sort and count about 154 million QBRM letters to “high
volume” recipients and about 306 million QBRM letters to ‘low volume”
recipients. See USPS-T-30, WP-5. According to USPS wkness Campbell,
45.9% will be distributed manually and 68.5% will be counted manually at
951 pieces per hour. set USPS LR-1-160, pages 2 and 3.
(a) Please confirm that the Postal Service expects to hand count
approxim i+dy462 million pre-approved,prebarcodedautomationcompatible QBRM htten in the test year. If you cannot confirm. please
provide the correct number of pre-approved, prebarcoded automationcompatible QBRM letters the Postal Service expects to hand count in
the test year, and provide copies of all source documents or
references to relevant portions of the record.

(b) Please confirm that the Postal Service expects to spend about 465,000
man-hours hand counting pn-approved, prebarcoded automationcompatible QBRM letters in the test year. [462,000,000 I951 =
485,8041. If you cannot please provide the correct number of manhours and provide copies of all source documents or references to the
relevant portions of the record that were used to derive the number.
(c) What is the productivity for manually distributing (and not counting)
QBRM letters?
(d) What is the prcduct*ity for manually counting (and not distributing)
QBRM letters?
(e) Please state at M k h of the following average daily v d u m kwls
(pieces per day) the Postml Service can be confident that an individual
QBRM recipients reply letten will consistently recehre some fonn of
automated counting or bulk counting (such as weight conversion
techniques) rather than manual counting in postal facilities where

QBRM is proassed:
1.1000;
2.1500;
3.2000;
4.2500;
5. 3000;
6.3500;
7.4000;

8.4500;
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9. 5000;
10.5000+

(9

flow does the Postal SeMce categorize the processingmethod used
to distribute the QBRM reply letters of Brooklyn Union Gas Company
that are processed at the Postal Service's mail f a c i l i located at 1050
Forbell SI., Brooklyn, New York?

(9) How does the Postal Service categorize the processing method used
to count the QBRM reply letters of Brooklyn Union Gas Company that
are processed at the Postal Service's mail facility located at 1050
Forbell St. Brooklyn. New Yo*?

.-

(h) Please identify at least 10 specific post office facilities where Postal
Service employees routinely count manually the reply letters of QBRM
recipients who receive "high" volumes? H possible, please include in
the list of such Postalfacilities at least ttuw which are within 100 miles
of Washington, DC. and the mail facility identified in part (9, if
applicable.
(i) Please identify at least 10 specific post office facilities where Postal
Service employees routinely count manually the reply letters of QBRM
recipients who receive 'low' volumes? H possible, please include in the
list of such Postal facilities at least three which are within 100 miles of
Washington, DC., and the mail facility identified in part (9, if applicable.

0)

Please arrange for counsel for the Postal Service to confer with
counsel for KeySpan Energy to arrange mutually convenient times and
procedures for the inspection and video taping of QBRM mail
processing methods at the post oftice facilities identified in response to
parts (h) and (i)of this interrogatory and video taping of interviews
with, or depositions of, the fmld and management personnel
responsible for processing QBRM at such facillies.

RESPONSE:
(a) Not confirmed.

Based on the volume estimates provided at USPS-T-

39,WP-5, the Postal Service expects to manually sort and count 218.1
million QBRM piews in the test year. The calculation is as follows:
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462 million QBRM pcs 47.2%' = 218.1million QBRM pcs
(b) Not confined. Based on the volume estimates provided at USPS-T-

39,WP-5, the Postal Service expects to spend approximately 229,338
work-hours manually sorting and counting QBRM pieces in the test
year. The calculation is as follows:

218.1million QBRM pcs I951 pcs.per hr = 229,338h n
(c) (d)
The productivity for manual distribution is based on a 1889 study (see
Docket No. RQO-1, USPS-T-23. Exhibit USPS-23F)which inextricably
integrates the manual sorting and counting activities.' Therefore, it is
not possible to provide a produdivii for manual distributionwithout
including the counting activity. Similarly, it is not possible to separate
the manual counting productivityfrom the distribution productivity.

(e) There is no standard formula that determines when a particular QBRM
account receives automated processing w bulk counting as opposed
to manual counting. This dodsion is Site-specific end meny times

customer-specific. Among 8everalfacton conridered by each

' 47.5% (nmnua~) 1$.3%(other)= 66.5%

Please nota that the term 'mnual distribution', 8s employed in my tesUmony. encompasses
both manual soning and cwnting acfivitiis. In an e(f0rt to clarify any confurion regarding the usa
of lhe tern 'manual dirtribution'. I em filinp e m t l to cwnci InconsisIent uws of the term in my
testimony 8nd suppMling documantrtion (e.0.. h Camptell Workpapar 2. C ~ l ~ l aoftManual
i
BRM Postage Due Unit Productivilies. mt firat w k rbment should rimply read 'Datribution').
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BRM promsing site are automation capac'ky/availabiIity,processing

window times, and the degree of commitment to utilizing BRMAS and
other programsfor counting, rating, and billing BRM pbces.
The primary factor in determining a processing method, however,
appears to be a site's daily BRM volume. Many sites receive
inconsistent volumes for individual QBRM accounts on a day-to-day
basis. Some days a particular account may receive relatively few
QBRM pieces, while other days the same account may receive QBRM
in large volumes. Because of such volume fluctuations, some
processing sites must resort to manual QBRM sorting and counting in
the postage due unit. Other sites resort to alternative methods such as
bulk weighing and endof-fun counts, particularly for higher volume
accounts. It makes rile sense to tie up an entire BCS to process a
few pieces on B given day. Even if a site could predict daily BRM
volumes, the BRMAS sort plan would require daily revision.
Conversely. some QBRM processing sites may receive h$h QBRM
volumes consistently on a day-today basis. In this scenario, the site
may be able to justify a dedicated BCS for processing both high and

low volume BRM accounts.
-- .
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(9)

W ,dk f"-w#:, ,wdbo
I

The Postal Service implements a weight averaging method to

1

distribute Ihe QBRM reply letters of Brooklyn Union Gas Company
processed at the Brooklyn Processing and Distribution Center located
at 1050 Forbell St., Brooklyn, NY.
(h), (i)

I have identified 10 QBRM processing sites where postal employees
routinely hand count QBRM pieces received by 'high" and "low'
volume QBRM accounts Please see the attached list for specific
sites.
(i) Objectionfiled.
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QBRM M8nud Processing Sitar
‘Hbh” 8nd “Low” Volunn

-

Austin PBDC
Carol Stream (IL) P&DC
Colorado Springs P&DC
Fremont, MI Post Office
Grand Rapids, MI (Main Orrce)
Grand Rapids, MI (Northwest Branch)
Paramus, NJ Post Office
San Diego, CA (Sorrento Valley Station)
San Francisco PBDC
Springfield, VA Main Post Office
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Please refer to your responses to KE/USPS-T29-2. parts (b) and (9,and
your response to KUUSPSTZQ-11(c).
(a) In response to KENSPST2Q-2 (b) you referred to a l i t of the various
methods used for counting QBRM letters. Please confirm that you
assumed the same productivity namely 951 PPH -for counting and
oortlng QBRM by means of a "special counting machine', "bulk
weighing', and Weighing of identical pieces' as you did for the
"manual counting and sorting. method. If you cannot confrm, please
explain.

-

(b) Interrogatory KEIUSPS-T29-2 (9 asked you, in part, to explain why
certain studies or analyses were not performed. You did not answer
that part of the interrogatory. Please explain why no attempt has been
made to determine the typical processing method for high volume
QBRM recipients in the delivery facility and how it might diRsr from the
typical processing method of low volume QBRM recipients.
(c) Why did you simply assume, as indicated in your response to
Interrogatory KENSPST29-11 (c), that the methods employed by
postal service personnel to cwnt QBRM letters would not be
dependent on whether the volume received by an individual customer
is high?
RESPONSE:
(a) Confirmed. A manual counting and sorting productivity was used as a
proxy for the specitled counting and sorting techniques, given the
absence of productivity data for these techniques.
(b) Preliminary attempts have been made through site visits and
tekphone calls to determine a 'typical' processing method for both
high and low volume QBRM recipients. No studies have been
conducted on the subject because preliminary attempts to determine
whether a "typicarprocessing method exists revealed that there is no
'typical" method for &her high or low volumes.
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(c) High and low-volume QBRM pieces are sometimes processed using
the same counting method at a particular site. For example, a site that

uses BRMAS to count and sort BRM on a DBCS may process both
high and low-volume accounts on the same machine, at the same
time. Therefore, in many cases,the feld does not differentiate
between high and low-volume accounts when counting. rating, and
billing business reply mail.

c
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Please refer to your response to WUSPS-T204 (b), where you note
differences between your methodology for measuring processing costs for
QBRM received in high volumes and the methodology wed by USPS
witness Schenk in the R97-1 proceeding.
t

(a) Please confirm that in the R97-1 proceeding, USPS witness Schenk's
methodology was used to measure the processing costs of QBRM
reply pieces that the Postal Service expected to have remaining after
high volume BRMAS recipknts migrated to the proposed PRM service.
If you cannot confirm, please explain why not.

(b) Why does your methodology remove counting costs for QBRM pieces
counted by BRMAS software or end-of run reports?
(c) Why does your methodologysubtract out incoming secondary costs
only for those QBRM pieces that are manually sorted and counted?

RESPONSE:
(a) Confirmed. It is my understanding that witness Schenk's methodology

incorporated a reduced coverage factor for the BRMAS operation in an
effort to reflect BRM migration to PRM. In the PRC's Opinion and
Recommended Decision, however, the Commission stated that "the
coverage factor resulting from the Service's BRM operations study
should not be altered' (see PRC Op. RQ7-1,page 320).
In this case. Ido not expect that operations would be significantly
impacted following the introduction ofthe new QBRM rate design.
Therefore, Ihave not conducted an alternative cost analysis.
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(b) My methodology removes counting costs for QBRM pieces counted by

BRMAS software M end&-run reports becausethese costs are not
incrementalto QBRM. By this, Imean that these pieces would
generally be sorted and counted on a BCS if they were not QBRM
pieces.
(c) My methodology subtracts out incoming secondary costs only for those

QBRM pieces that are manually sorted and counted because the
incorning secondary costs for those QBRM pieces sorted and counted
on automation (Le., BCS)are not included in the cost methodology
(see my response to KENSPSTZQ-25 (b)). Sorting and counting
costs for those QBRM pieces that are manually sorted and counted
are considered 'incremental" to QBRM in my costing approach, as
defined in my response to part (b). An Automation Basic Presort
incoming secondary subtraction is incorporated for these pieces to
alleviate double counting given that First-class postage already pays
for an incoming secondary.
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Please refer to your response to KENSPS-T29-5(c). There you were
asked why you changed USPS witness Schenk's methodology by
adjusting the marginal postage due unit productivity to vary 100% with
volume.
(a) Please confirm that, according to the Postal Senrice's cost
methodology on labor cost variability, manual primary and secondary
sortations performed odside the postage due cage (excluding non
MODS sites) are only 73.5% variable. See LR-I-MOL, p. 12, If you
cannot confirm, please explain why not and provide the correct
variable cost percentage and citations to appropriate portions of the
record where the correct variable Cost percentage is derived.
(b) Please explain specifmlly why postage due activities for "manually
counting and distributing" QBRM letters wen considered 79.7%
variable with volume in Docket No. RQ7-1,but are now considered
100% variable with volume in this case. Please note that your general
reference to USPS-T-15 was not an adequate or helpful response to
the referenced question.
(c) If you had assumed, as USPS witness Schenk did in Docket No. RQ71, that the manual productivity of 951 PPH was not 100% variable with
volume, how would that assumption affect your derived 2.0-cent cost
to sort and count BRM received by individual customers in large
volurnes.
RESPONSE
(a) Confirmed.

(b)The use of 100 percent volume variability in the postage due unit is an
institutional decision made by the Postal SeMce and is not within the
scope of my testimony. I referred you to witness Bono's (USPS-1-15)
testimony because he explains why the Postal Service uses 100
percent volume variability for some cost pools, while using less than
100 percent for others. Please note that the Commission has
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historically favored the use of 100 percent volume variability for all cost
pools.
(c) If I had assumed that the manual productivity of 951 PPH was less
than 100 percent variable with volume, then the estimated cost to sort
and count QBRM received by individual customers in large volumes

would have been lower than 2.0 cents.
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KENSPS-129-27.
Please refer to your responses to KER)SPS-T29-6, parts (b) and (c). In
your mponse to part (b) you state that 41.6 percent of QBRM pieces
receive a manual sortation to the final customer. Yet, if these pieces were
mailed postage prepaid, you 'assume'these same pieces "would reflect
mail processing characteristicsof a First-Class Automation Basic mail
pkw'.
(a) Please confirm that, as shown in USPS-T-24, Appendix I,page 24, for
an average First-class Automation Basic mail piece about 90% ofthe
piece handlings are processed on automated equipment in the
incoming secondary, at an average unit cost of 2.11 cents par piece.
(b) Please confirm that you assume that, if these pieces are sent postage
prepaid, the average incoming secondary sort costs 2.11 cents per
piece, but if they are sent BRM, you assume that the incoming
secondary sort costs 4.32 cents per piece. If you cannot confirm.
please explain why not and provide the correct unit costs and citations
to appropriate portions of the record where the correct unit cost figures
are derived.
(c) Assuming that you confirm part (b), can you explain why you assume
that the Postal Service would not process QBRM reply letters received
by individual recipients in high volumes in the most efkient manner
possible -by processingthese letters along with other regular FirstClass automation- compatible barcoded letters in order to sort down to
the customer level, thereby saving more than 2 cents per piece? In
your response, please be sure to refer only to QBRM rewived by
individual customers in high volumes.
(d) Why would the Postal Service adopt strict procedures for requiring
QBRM to be prebanodtd, but then choose to sort 41.6% of those
pieces using manual methods that are more than twice as costly as
availabk automated, methods?

(e) Why would the Postal Service adopt strict proc%duresfor requiring
QBRM to be prebarcoded, but then choose to count 66.5% of those
piccss using manual methods that are more than twice the cost of
available automated methods?

(9 What is the productivity in pieces per hour (PPH) and unit cost to count
(not sort) QBRM repply pieces manually for letters received by
individual recipients in high volumes?
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(e) whst is the productivity in pbces per hour (PPH) and unit cost to count
(not soft) QBRM pieces manually for letters received by individual
customers in low volumes?

RESPONSE:

(a) Confirmed.
(b) Confirmed. For purposes of this response, Iassume that ‘postage
prepaid” as used throughout KE/USPS-T29-27 is the same as
‘postage prepaid with stamps applied.”
(c) My observations have confirmed that BRM processing sites do not
necessarily use the least costly method to process QBRM pieces
received in high volumes.
(d) The barcoding requirement permits the Postal Service to maximize the

-~

~

-

use of automation to process QBRM. Without the barcode and other
required features of QBRM. such mail would not qualify for the QBRM
postage rate. In some cases, however, it makes more operational
sense to soft BRM to the customer account using mssual methods
Many of the 41.6% of BRM pieces that yw refer to are sorted on
automation to a large dogme, but than mceive the finoat dopth of

rortation manually in the postage due unit.
The response to KENSPST29-2 (redirected to USPS) provides a
description of many factors considered when making the decision to
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process BRM on automation or to manually sort and count BRM
pieces. The nsponse states the following:
The foliowing factors am among those which affect whether
BRMAS (or a variation thereof) is employed at a given facility:
availability of bar code sorters and whether other mail processing
operations have priority during critical processing windows; local
commitment to upkeep of BRMAS (or similar) sort programs;
whether bar code sorters necessary for BRMAS and postage due
unit are located in same facility; whether there am accounts with
sufficiently high volumes lo motivate a f e c i l i to seek more efficient
counting methods than manual corlnting; early customer pick-up
times which encouraw selection of accounting methods most likely
to help postage due unit meet customer's needs; local discipline in
capture of end-of-run bin counts; degree to which postage due unit
finds EOR bin counts reliable; availabillty of counting machines.
While the method of counting at a particular site may not be the
eClicient method, the method chosen makes the most operational
sense for that site. This may help to explain why 41.6% of QBRM
pieces are sorted to the customor account using manual methods.
For those sites where processing BRM to the curtomor account on
automation makes the most sense oparationally.the 'strict procedures
for requiring QBRM to be prebarcoded' allow the site to take full
advantage of QBRM's automationumpatible features.

(e) My response to part (d) is equally appropriate for counting QBRM
pieces. Pkase note that OBRM features also permit the Postal
Service to use automation. where feasible, lo count OBRM pkces.

The Postal Service has not come close to realizing the potential for
automated counting which was projected a decade ego.
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Please note that the 66.5% that you refer to corresponds to manual or
other methods (counting machine, weight averaging) used to generate

a f l ~ QBRM
I
piece count. These pieces may hsve already k e n
counted on automation, but for various reasons, some pieces receive a
final piece count in the postage due unt using manuaVother methods.
(f) No study has been performedwhich would reveal such data.

(g) No study has been performedwhich would reveal such data.
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Please refer to your response to KE/USPS-T296(c) and LR-1-160,
Schedule B, page 2. There y w assume a unit cost of 4.32 cents to
manually son 66.5% of all QBRM received in high volumes to the
customer level. Why would the Postal Service manually sort an estimated
154 million QBRM letters received by individual recipients h high volumes
(see USPS-T-39. WP-5) at 4.32 cent8 each, when it has the capability to
sort these same letters, which the Postal Service requiresto bear unique 5
or Wigit zip codes, on automation equipment at a unit cost of 1.01 cents?
See LR-1-162. p. 1-16, Col. (8) for "Auto Carrier Route."
RESPONSE:
First, you incorrectly state that 66.5%of all QBRM are sorted manually.
As I point out in footnote Iof KEIUSPS-T29-23,47.5% of QBRM is
counted manually, while 19.3% is counted using an alternative method
such as weight averaging. Additionally, you incorrectly state that the
Postal Service would "manually sort an estimated 154 million QBRM
letters received by individual recipients in hQhvolumes.' The correct test
year estimate is 73.15 million 'high' volume pieces counted manually (154
million "high" volume QBRM pieces x 47.5% counted manually).

You are correct in saying that the Postal Service "has the capability to sort
these same letters...on automation equipment.' However, for a variety of

reasons, many sites do not take advantage of QBRM's low-cost
characteristics. As stated in the response to KVUSPS-T2!&9 (9)
(redirected to USPS), '[&me

facilities with high-volume accounts may

have available end-Of-Nn bin counts, but find the EOR unreliable and end
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up relying on counting machines or manual counts, instead. Cornpetiion
with other operations for bar code sorter utilization during early morning
critical mail processing windows (such as delivery point sequencing) may

drive an office to rely on manual counts or weight averaging, instead of
BRMAS or EOR bin counts, irrespective of volumes. A lot also depends
on whether the volumes for a particular high-volume account are steady."
Further, in my response to KOUSPST2Q-23 (e), Istated that '[tlhe
primary factor in determining a processing method...appears to be a site's
daily BRM volume. Many sites receive inconsistent volumes for individual
QBRM accounts on a day-today basis. Some days a particular account
may receive relativelyfew QBRM pieces, while other days the same
account may receive QBRM in large volumes. Because of such volume
fluctuations, some processing sites must resort to manual QBRM sorting
and counting in the postage due unit. Other sibs resort to alternative
methods such as bulk weighing and end-of-run counts. particularly for
higher volume accounts. It makes littk sense to tie up an entire BCS to
process a few pieces on a given day."
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Please refer to your response to KENSPST29-8. There you discuss your
collection of PERMIT data for estimating postage rating charges.
(a) In part (a) you mention that some accounts could have as many as 80
transactions in one accwnting period. Since there are 24 business
days per accounting period, please explain how there can be more
than one transaction, in this case maybe three transactions, in one
day.
(b) In part (e) you note that you did not need to know the average volume
per account transaction for QBRM recipients who received "high"
volumes. Since USPS witness Mayo has-proposeda separate per
piece fee classification for such pieces, why is this information
considered unnecessary?
RESPONSE:
.-

(a) Some BRM recipients elect to pick up BRM more than once per day at
their local processing facilities through a caller window. A separate bill
(Le.. transaction) is typically generated for each scheduled pickup.
Thus, multiple transactions may occur in any given 24-hour period.
(b) As I stated in my response to KWSPS-T2Q-8 (d), the average volume
per account transaction for QBRM is 132 QBRM pieces.
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Please refer to your response to Interrogcrtory KUUSPS-T2&9.
(a) What does it mean when you say in response to part (c) that the Postal
Service 'finds it cost effective to hand count QBRM received by one
recipient in large volumes, provided the fees charged to the customer
cover the processing costs?"Can the method be "cost effective' but not
the "most efficient7 Please explain fully the circumstances under which
the Postal Service consistently day in and day out will hand count large
volumes of QBRM letters.
(b) What does it mean when you say in response to part (e) that the Postal
Service Yinds it cost effective to hand count nonletter-size BRM p b s
received by one recipient in large volumes, provided the fees charged to
the customer cover the processing costs? Can the method be 'cost
effective' but not the "most efficient"? Please explain fully the
circumstances under which the Postal Service will hand count large
volumes of nonletter-size BRM, consistently day in and day out.
(c) Please confirm that since you did not attempt to study how processing
methods (sorting and counting) might be different for QBRM letters
received by indwidual customers in high versus low volumes, because
'[tlhe data are not readily available" (see your response to part (q),you
simply assumed that such processing methods would be the same
regardless of the volumes received by individual QBRM recipients. Ifyou
cannot confirm, pkase explain.
(d) Is the reason why you could not Cwmnn KWSPS-T29-9 (i)because the
question suggested that 66.6% of the QBRM pieces were counted
"manually', but you now state that only 47.2% were counted manually and
19.3% were counted by some 'other' method? Please explain. Ifyes,
please confirm that your costing methodology combines QBRM counted
manually or by some "other' method, allowing for no difference in
productivity.

(e) Do QBRM recipients pay for sortation and separation of their reply pieces
down to the customer level, as part bf the First-Class postage they pay on
their reply pieces? If so.pbase explain why the additional QBRM per
piece fee should include the cost of sorting and separating reply pieces
down to the customer level.
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(fl
.. If Your resDonse to Dart le) is ves. then whv does vour derived 2.0-cent
una cost include so;ting'&sts: arstated inyour response to Interrogatory
KUUSPS-T2B-9 (k)?
(g) For QBRM reply letters received in high volumes, please provide the unit
cost that reflects only counting (but not sorting) such reply letters. Please
provide the relevant source citations and documentation as part of your
response.
(h) Does the .57-cent unit cost reflected on the line entitled "Cost per piece
(daily weighing)" found in LR-1-160, Schedule K, represent your estimate
for the average unit cost to cwnt nonletter-size BRM, or does it represent
the average unit cost to count and distribute nonletter-size BRM? Please
explain exactly what the .57-cent unn cost represents.
(i) Assuming your response to part (h) is that the .57 cents is the average
cost to count nonletter-size BRM, why does the Postal Service's proposed
per piece fee for nonletter-size BRM reffec( the counting cost, but the
Postal Service's proposed per piece fee for QBRM letters reflects both
counting and sorting?
RESPONSE
(a) I believe that you intended to refer to my response to KOUSPS-T29-9,
part (d).
A particular method is 'cost effective" provided the fees charged to the

customer cover the costs. Iagree that a "cost effective" method is not
necessarily the "most efficient" method.
Please see my response to KE/USPS-l29-28 for circumstances under
which the Postal Service hand counts large volumes of QBRM pieces.
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(b) Ido not know how to fJrther explain my answer to KENSPSTZQ-9,
part (e) because I believe the answer speaks for itself. A particular
method is cost effective provided the fees charged to the customer
cover the costs.

As indicated in my response to part (a), a "cost

effective" method is not necessarily the 'most efficient" method.

The Postal Service hand counts large volumes of nonletter-size BRM
at any postal facility where large volumes are received and weight
averaging is not performed. Currently, my understanding is that weight
averaging is only performed at sewn sites for nonletter-size BRM.

(c) Confirmed.
(d) Yes. Confirmed.
(e) Yes. QBRM recipients pay for sortation down to the customer level as
part of First-class postage. The per-piece fee is intended to cover
those costs of sorting QBRM pieces above and beyond that which is
required for an "Automation Basic Presort First-class' letter.
Additionally, the per-piece fee is intended to cover the cost of counting
the 66.5 percent of QBRM that are not counted on automation.

(f) See response pari (e).

(0) No study has been performed which isolatesthese costs. As I stated
in my response to KENSPS-T29-23. pa* (c) and (d), '[tlhe

productivity for manual distribution is based on a lQ89study (see
Docket No. RQO-1, USPS-T-23, Exhbit USPS-23F) which inextricably
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integrates the manual sorting and counting activities.” As a
consequence, it is not possible to provide the unit cost that reflects
I

only counting BRM pieces.
(h) The 0.57-cent unit cost represents the daily cost to weigh incoming
nonletter-size BRM pieces in bulk. In this case, weighing the pieces is
comparable to counting the pieces.
(i) The Postal Service’s proposed per piece fee for QBRM letters reflects
counting and sorting that occurs above and beyond that which is
required for an ”Automation Basic Presort First-class” letter.
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Please refer to page 16. footnote 5 of your prepared testimony and your
response to Interrogatory KENSPS-TZQ-10.In your response, you stated
that your t%Id observations confirmed manual counting productivity in the
postage due unit for BRM has not changed significantly since 1989.

(a) Please describe fully the nature and extent of the field observations that
you conducted to arcaftain that manual counting productivity in the
postage due unit for BRM has not changed significantly since 1989.
(b) Please describe fully the process involved in the decision to make field
observations about manual accounting of BRM in the postage due u n t As
part of your answer, pleas8 i d e n t i all the individuals who were involved
in making the decision to make field observations of manual counting
operations in the postage due unit, state the dates and times you met with
such individuals to discuss this matter, and indicate why it was decided to
limit field observations to QBRM processing activities conducted in the
postage due units. In addition, please provide all documents discussing
the decision to conduct field observations of QBRM processing activities.
(c) Please provide the following informationwith respect to each of the field
observations that you conducted:
(1) the name, address, and location ofthe postal facility where, and the
date when, your field observations were conducted:

(2) the amount of time you spent in observing QBRM processing activities;

(3) an exact and complete description of the QBRM processing activities
you observed;
(4) the substance of any discussions you had with postal service

personnel regardingwhether the QBRM reply letters they were
counting were addressed to huh wlume recipients or addressed to
low volume recipients;

(5) whether the QBRM piems of particular high volume recipients that you
observed being counted manually in the postage due unit fepW3nted
all, or only a portion of, the QBRM redpient's total pieces received on
that day:

(6) for instances in which the pieces counted manually represented only a
portion of the recipients total QBRM received during such day, please
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state what percentage ofthe recipients total QBRM volumes were
counted manually and what counting method(s) (e.9. EOR reports)
was used to determine the remainder of the recipients pieces;

(7) whether your field observations w e n limited solely to QBRM
processing activities conducted in the postagedue utiil or whether
such observations also involved QBRM processing activities
conducted at other locations outside the postage due unit;

(8) all documents, including but not limited 10 survey forms completed by
local postal service personnel, reports summarizing the results of your
feld observations and handwritten notes made during your fidd
observations, that discuss or describe your observations of QBRM
processing activities in the %Id.
(d) Please numerically defne 'high" volume as you n e that term when
indicating that field observations confirmed the use of manual counting for
high-volume accounts. Please indicate how you arrived at this figure.

(e) Please confirm that at the time of your h l d observations, you did not
know what the 'breakeven" volume would be for the Postal Service's
proposed QBRM category for high volume recipients. If you cannot
confirm, please explain why not and provide all documents that
demonstrate that you knew what the breakaven volume would be at the
time of your field obsewations.
(f) Piease confirm that. for the test year in this case. the Postal !3ervica will
sort mail to a much greater depth, i.e. to carrier sequence, in the incoming
secondary than it did in lB89, when the 951 PPH for 'Marginal Manual
CountinglDistribution Productivity, Postage Due Unit' was originally
derived. If you cannot confirm. please explain.

(9) Pleasa confirm that in the test year, QBRM will be roftedto the recipient,
particularly QBRM recipients who receive hbh volumes, prior to being
sed to the postatsge due unit for counting and rating. K you cannot confirm.
please review your mail flow diagram for QBRM and explain why QBRM
Is sent to the postage unit for counting and rating but not furlher
distribution. See LR-1-160, Schedule L. p. 5.
(h) Please ewlain why you used the 951 PPH marginal productivity for
"distributing and cwnting. QBRM for 66.5% of pieces received by
individual recipients in high volumes, when your field observations
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'confirmed the use of timaconsuming manual counting' (but not sorting)
BRM pieces in the postage due unit.

RESPONSE:
(a) Iobserved QBRM processing at thm Postal facilities in the spring of
1999, including postage due unit activities and mail processing

operations. Each of these hcilitix incqomted some degree of
manual counting in the postage due unit, some more than others. In
general, my observations provided evidence that manual counting is
time and labor intensive. At one site discussed in depth below, a tray

of QBRM counted in my presence required 45 minutes of the postage
due clerk's time. Further, I observed that even some high-volume
QBRM accounts are manually counted as described below.
(b) I do not have any notes or documents describing the process involved
in the decision to make field observations about manual accounting of
BRM in the postage due unit. (I assume that when you use the term
'accounting,' you mean the QBRM counting activity and not the
accounting actiiity.) I believe that Ispoke with USPS cod analysts
and operations personnel about manual counting, but I do not have
specific dates and times that I met with these individuals about this
matter because these discussions were held informally over one year
ago.
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(c) The following is a summary addressing the requested informationfor
each site where Iconducted fmM observations.

CIrul Stndm flllinob~Plocrsrlna rnd DisMbution Contor
Address: 500 E. Fullerton Ave., Carol Stream, IL 60199-9997.
Oak of ubszrva;bns: April 6,1999.
Time spent observing: 2 hours.
BRM operations observed: Postage Due Unit.

.

Description of QBRM processing activities (taken directly from my notes):
lncomina Primarv Owratiin
BRM and CRM mail for customers using Caller Service (60197) are
held out in the incoming primary operation. These pieces are then
sent to a DBCS for a one-pass sori to PO box number. After being
containerized into trays, these BRWCRM pieces are loaded onto
BMCs and sent to the loading do&, just outside the Postage Due Unit.
Examples of 60197 BRM customers are [companies deleted due to
sensitivity concerns].
Those BRM mail pieces for custor am not using Caller Service are
addressed to the 60188 ZIP code, which corresponds to the town of
Carol Stream. All 80188 mail pieces (BRM or not) are isolated in the
incoming secondary and w n t to a DBCS for two passes (Incoming
secondary).
lncomina Secondarv Ooeration
BRM mail pieces In the 60188 ZIP code are p m s e e d on an incoming
secondary aori along with the town's mail. BRM pbces are oorled into

ZIP + 4 order on the second pass and sent to the Postage Dw Unit in
APCs. BRM is brought over to Postage Due anytime between 6AM
and 12noon.
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Postaae Due Unit
SeDaration of BRWCRM -Tour 2 clerks m a r a t e both 60197 and
SOi88 mail into BRM and CRM trays. On aierage, a light day has 6-8
BRM trays, while a heavy day has 20.30 BRM trays. Once separated,
all BRM trays are brought into the Postage Due Unit, while CRM caller
mail remains on the dock for customer pickup.

-

Sorting and counting Each tray of BRM i8 sorted and counted
manually Larger customers usually have full trays and don't require
sorting. Residue trays with smaller customers requlre sorting by PO
box number. The clerk brings each tray of BRM over to a table and
sits down. For those trays containing multiple-mailer BRM, the clerk
sorts BRM by PO box, counts each stack, records the count on a piece
of scratch paper, and puts a rubber band around each stack. Any
pieces that feel heavy (>2 or) are removed for weighing and rating.
When all trays have been sorted and counted, the clerk totals the
counts on her scratch paper for each PO box number. She puts
rubber bands around each
Iassisted [postage due clerk] in sorting and counhng BRM. One tray
of residue BRM required about 45 minutes to sort and count. One tray
contains about 500 pieces of BRM.
Ido not have specific recollection of discussions with Postal Service
personnel regarding whether the QBRM reply letters they were counting
were addressed to high volume recipients or addressed to low volume
mcipients. My notes from Carol Stream indicate that '[llarger customers
usually have full trays and donY require sorting. Residue trays with
smaller customers require sorting by PO box number.'

My recollection is that Iobserved sorting. munting, and rating of both high
and low QBRM accounts. Ido not recall specific volumes or percentages
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ofthe 'high-volume' piecos observed in relation to the QBRM recipient's
total pieces received on that day.

I have attached my written notes regarding my observations at Carol
Stream PBDC.
Palatine Illllnol8l Procesalno and Dlatrlbution Contor
Address: 1300 East Northwest Highway, Palatine, IL 800859997.
Date of observations: April 7, 1899.
Time spent observing: 3 hours.
BRM operations observed: Incoming primary and secondary operations,
postage due unit operations.
Description of QBRM processing activities (taken directly from my notes):
lncomina Primarv OR ration
BRM comes in with both SCF and incoming mail (Operations 874 and
873). All BRM and CRM have 60094 ZIP. During the incoming
primary sort. all 60094 mail is sorted to bin number 27. These pieces
are swept ofi the machine and taken to incwning secondary on DBCS
(Operation 897).
lncomina s+condarv Owration
Beginning about midnight, BRM and CRM am sorted to PO box in the
first pass on DBCS. Each bin's contents is swept, put into trays,and
placed in BMCs. At the end the fun, two copies ofthe EOR report are
generated. Around 2:45am, the 60094 BMC is moved to the Postage
Acceptance Unit by a mail handler, accompanied by an EOR rsport.
More BRWCRM trickles into the PAU for the next few hours.

Postage ACcsDtanCe Unit
UDon receivinQ BRM and CRM from incomina secondarv. the PAU
clerks must work quickly to sort, count, and &e mall be&use Caller
Service customers begin arriving at 4arn.
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BRMICRM breakdownlwting -The clerks break down the BMCs and
sort by PO box number. Some trays are completely full, while others
only have a few mail pieces. BRM for ~ - v o l u r n e
customers is sorted
into cases by PO box while large-volume customer (e.g., [companies
deleted due to sensitivity concerns] BRM trays are stacked m APCs.

T r a p containing 'CiMare placed onto carts just outside the PAU for
Caller Service pick-up.
Counting and ratinghilling -The clerks use the EOR reporl count only
for Palatine's largest BRM customer, [company deleted due to
sensitivity concerns]. The EOR counts are compared against BRM
trays to check for blatant errors. All other BRM is counted manually.
Cased-BRM is counted, rubber banded, and placed into trays. BRM in
trays is also counted manually. All counts are m e n on a worksheet
for rating purposes. The clerk uses a celculator to rate each BRM
account and records the total postage and fees on her worksheet. She
then fills out a Form 3582-A for each PO box, generates a meter strip
reflecting postage due, and affixes it onto the form. She photocopies
each form for her records.
Ido not have specific recollection of discussions with Postal Service
personnel regarding whether the QBRM reply letters they were counting
were addressed to high volume recipients or addressed to low volume
recipients. My notes indicate that 'BRM for low-volume customem is

sorted into cases by PO box whik largavolume customer...BRM trays are
stacked in APCs.' Regarding counting and rating, my notes state that

'[t]he derks use the EOR report count only for Palatine's largest BRM
customer...All other BRM is counted manually.'
My recollection is that Iobserved sorting, counting, and rating of both high
and low QBRM accounts. Ido not recall specific volumes or percentages
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of the 'high-volume' piems &sewed in relation to the QBRM recipient's
I

total pieces received on that day.
Ihave attached my written notes regarding my observations at the
Palatine PBDC.
Chicaao Processina and Distribution Center
Address: 433 W. Harrison St., Chicago, IL 60607-9997.
Date of observations: April 8, 1999.
Time spent observing: 3 hours.
BRM operations observed: incorning primary and secondary operations.
postage due unit operations.
Description of QBRM processing activities (taken directly from my notes);
Chicago Central's BRM operation consists largely of QBRM. The few
non-QBRM pieces received here are procussed manually.

-

Incoming Primary Operation Most BRM is processed on a DBCS for
its incoming primary sortation (Operation 8BS). Two DBCS bins are
dedicated to QBRM correspondingto Irving Park Road and Chicago
Central. Afew BRM pieces are procasaed on Operation 885, MLOCRISS, as its incoming primary sortation.

-

Incoming Secondary ~ m t i o n / c o u n t i n a
g d rating Nearly ail BRM is
processed on a DBCS using BRMAS software for its incoming
secondary sortation (Operation 896). Large-volume BRM accounts
have dedicated bins in the flrst pass and are soltad to the ZIP + 4.
Small-volume accounts are sent (0 a residue bin and must go through
a second pass for finalization (12 percent of total BRM volume). A few
pieces are rejected and sent to kanual.' The BRMAS software
counts and rates ail BRM mail processed on the DBCS.
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1-

-

Bill generation Bills are printed out using the BRMAS software and
rubber banded together with the corresponding trays. Trays are sorted
into APCs according to the Wigit ZIP. APCs containing 60680
(Chicago Central) is sent to the Postage Due Unit. APCs containing
60690 (Chicago Loop Station) is sent directly to the Loop Station.

-

Postage Due Unit APCs containing BRM come from the BRMAS
operation upstairs. Each tray has a bill generated by the BRMAS
program. Upon receipt of the BRMAS mail, the postage due Jerks
scan each tray for "heavies" (* 202) and rates these pieces
accordingly. A clerk scans each bill to make sum nothing is blatantly
out of the ordinary. If an error is found, the clerk recalculates postage
and fees using the PERMITS system. The clerks count and rate nonQBRM pieces here.
The Postage Due clerks use the PERMITS program for all accounting
activities. Each BRM customer's advance deposit account is deblted
accordingly.
Ido not have specRc recollection of discussions with Postal Service
personnel regarding whether the QBRM reply letters they were counting
were addressed to high volume recipients or addressed to low volume
recipients. My notes indicate that on the incoming secondary operation
'[s]mall-volume accounts are sent to a msidue bin and must go through a

second pass for iinaliiation.' In general, my recollection is that both low
and high- volume QBRM accounts are processed on automation (DBCS)
using the BRMAS program.
My recollection is that I observed sorting. counting. and rating of both high
and low QBRM amounts. I do not recall specific volumes or percentages

of the "high-volume" pieces observed in relation to the QBRM recipient's
total pieces received on that day.
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Ra8~onsato KEIUSPS-TZS-31 Icontinuad)
I have attached my written notes regarding my observations at the

Chicago PBDC.
(d) At the time my field observations were made ill 1999. Idid not have a
definition of 'high-volume" QBRM accounts. Retrospectively, however.
assuming the account volumes that 1 observed were typical on a given
business day, I can say that the accounts that Iobserved being sorted
and counted manually would qualify as "high-volume"given the
113,000-piece breakeven point between high-volume and low-volume

fees presented in this docket
-(e) Confirmed.

-~

(9 Not confirmed. Ihave no reason to believe that the Postal Service will
sort mail to a much greater depth in the test year than in 1989 QBRM
pieces are not generally sorted to carrier sequence.
(9) Not confirmed. Please 8- my testimony on page 7 where it states
that 'BRM letters and cards are generally held out in the Incoming
Primary operation and sent to either the BRMAS operation or to a
manual sortation operation (usually in the Postage Due Unit or Box
Section).

.There is no formula

that determines where QBRM pieces

are sorted to the recipient, including QBRM for recipients who receive
high volumes. These decisions are made on a site by she basis. At

some sfies, QBRM pieces are sent to a BCS for sortation to the
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1recipient. At other sites, QBRM pieces are sent to the postage due
unit for sortation to the recipient.

I
Wdh respect to the mail flow diagram (see LR-1-160, Schedule L, p.5).
please see the large volume of QBRM pieces exiting the Incoming
SCFlPrimary to the Postage Due Unit (PDU) (8302pieces). The
assumption is that these QBRM pieces are further distributed in the
postage due una.
(h) Please see my attached notes regarding my observations at the Carol
Stream PBDC and Palatine PBDC. At both plants, please note that I
- -~

-

observed manual counting and sorting. The notes from my Carol
Stream visit state that ‘[elach tray of BRM is sorted and counted
manually.’ In my Palatine visit, 1 noted that ‘[tlhe clerks break down
the BMCs and sort by PO box number...BRM for low-volume
customers is sorted into cases by PO box while large-volume customer
BRM trays are stacked in APCs.’ With respect to counting, Inoted that
“[tlhe clerks use the EOR report count only for Palatine’s largest BRM
customer...The EOR counts are compared against BRM trap to check
for blatant errors. All other BRM is counted manually. Cased-BRM is
counted, rubber banded, and placed into trays. BRM in trays
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is also counted manually.' Thus, the use of the 951 PPH marginal

counting productivity is appropriate for at least a portion of QBRM
pieces.
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Carol Stream P&DC
April 6,1999

Incoming primary
BRM and CRM mail for customm using Caller Service (60197) arc held out in the
incoming primary operation. Therc pieces rue then rtnt to a DBCS for a one-pass sort to
PO box number. After being containerized into trays, thne BRMlCRM pieces m loaded
onto BMCs and sent to the l d n g dock, just outside the Postage Due Unit.

Those BRM mail pieces for customm not using Caller Service arc ddnsscd to thc
60188 ZIP code, which corresponds to the town of Carol Stmun. All 60188 mail pi(BRM or not) Misolated in the incoming secondary and sent to a DBCS for two passes
(incoming secondary).
Incoming reeondwy
BRM mail pieces in the 60188 ZIP code are processed on M incoming secondary sort
along with the town’s mail. BRM pieces rue s o d into ZIP + 4 order on the second pass
and sent to the Posfagc Due Unit in APCs. BRM is brought over to Postage Due anytime
behueen 6 A M and 12noon.
Postage Due Unit
Separation of BRM/CRM Tour 2 clerks separate both 60197 and 60188 mail into
BRM and CRM trays. On average, a light day has 6-8 BRM mys,while a heavy day has
20-30 BRM trays. On= s~paratcQall BRh4 trays Mbm@t into the Postage Due Unit,
while CRM caller mail remains on the dock for customer pick-up.

-

-

Sorting 8nd counting Each tray of BRM is sorted and counted msnually. Larger
customers usually have full trays and don’t require sorting. Residue trays with smaller
cusomcrs require sorting by PO box number. The clak brings a h tray of BRM over to
a able and sits down. For those lmys containing multiple-mailer BFJuZ the clerk so13
BRM by PO box. counts each stack, recordsthe count on a piece of scratch paper, and
puts a rubber band around each stack. Any pieces that feel heavy (>2 02) rue nmoved for
weigbing and rating. When all trays have been sorted and counted, the clerk totals the
counts on her scratch paper for cacb PO box number. She puts rubber bands around cacb

I misted the postsee due clak in sorting and cormting BRM. One my ofmidue BRM
required about 45 minutes to wrt and count. One tray wntaim about 500 pieces of BRM.

-

Rating and billing Having completed the sorting and counting, the clerk walks to a
desk on the other side of the mom with her scratch paper counts. She weighs the
“heavies” and records the postage required for each piece. ’Iben,for a h BRM account,
the clerk calculates p o w e and fets using a crlculator and records these on her scratch
paper. Next,she complaes a Form 3S82-A, Postage Due Bill, for each BRM account.
The form contains customer name, address, number of BRM pieces and tbe clerk’s
signature. For each Form 3S82-A, the clerk entm tbe mailer’s account numbn, -it

~X/LI$
124-3‘
O~A-4
Id3
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number, and total postage due into the meter. The meter generates a postage due strip
which is &xed onto Form 3582-A. According to the PDU clerk, the Postage Due Unit
will soon begin using the PERMlTS system to replace these rating and billing activities,
saving a considerable amount of time.

-

Accounting and Rcpo~is For each BRM customer, the clerk debits the total postage
and fees for that customer on Form 25, Trust Fund Account Ledger. Generally, the clerk
does not have any problems with low tnut account funds. Occasionally she makes a
courtesy csll to the mailer to let them know of a low account status.
Once per day, the clerk generates Form 1412, a daily finance report which provides the
total mount withdrawn that day &om each customer account. She also generates Form
3602 each day for each customer from the meter. This form serves as I "receipt" of
postage and fees mtmd into the meter.
Wrap-up -The clerk photocopies each Form 3582-A for her records. She then
containerizes BRM pieces for each pclmit and puts a cover on top. The bill is always
sent to tbe mailer, while the mailer or designated pcrson picks up the BRM trays.

Pd8tinC P d r x
April 7,1999

Incoming primary
BRM comes in with both SCF and incoming mail (Operatons 874 and 873). AI1 BRM
and CRM have 60094 ZIP. During the incoming primary so% all 60094 mail is sorted to
bin number 27. These pieces M swcpt off the machine and taken to incoming secondary
on DBCS (Operation 897).
Incoming secondary
Beginning about midnight, BRM and CRM M s o d to PO box in the first pass on
DBCS. Each bin's contents is swept, put into trays, and placed in BMCs. At the end the
run, two copies of the EOR report M generated. Around 24Sam, the 60094 BMC is
moved to the Postage A~ceptanccUnit by a mail handler. accompMed by M EOR report.
More B W C R M trickles into the PAU for the next fcw hours.
Portage Acceptance Unit

Upon w i v i n g BRM and CRh4 fiom incoming secondary,the PAU clerks must work
quickly to so% count, and mte mail because Caller Service customers begin arriving at
4am.

.

-

BRMlCRM brcakdodiortiog The clerks break down the BMCs and sort by PO box
number. Some trays arc eomplctcly full, while others only have a few mail pieces. BRM
for low-volume customers is sorted into caws by PO box a l e be-volume customer
BRM trays arc stacked in APCs. Trays containing CRM arc placed onto cuts just outside
the PAU for Caller Service pick-up.
&LE /ust%-'iZ1.31
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-

Counting m d ratinghiiig The clerks w the EOR nport count only for Palatine's
largest BRM customer. The EOR counts Mcompared against BRM trays to check for
blatant mors. All other BRM is counted manually. Cased-BRM is counted, rubber
b a n d 4 and placed into trays. BRM in trays is also wunted manually. All counts arc
rin'tlen on a worksheet for rating purposes. The clerk uses a calculator to rate each BRM
account and records the total postage and fees on her worksheet. She then fills out a
Form 3582-A for each PO box, genuates a metn strip reflecting postage due, and affixes
it onto the form. She photocopies each form for her rcwrds.

-

Accounting For each BRM customer, the clerk debits the total postage and fees for that
customer on Form 25, Trust Fund Account Ledger.
Chicago Central P&DC
April 8,1999
Chicago Central's BRM operation consists largely of QBRM. The few non-QBRM
pieces received h m are prbcessed manually.

Incoming primary -Moa BRM is proccued on a DBCS for its incoming primary
sortation (Operation 895). Two DBCS bins are dedicated to QBRM cormponding to
Irving Park Road and Chicago Ceneal. A few BRM pieces Mprocessed on Operation
885, MLOCR-ISS, as its incoming primary sortation.
Incoming recondarylcounting and rating - Ncarly all BRM is processed OD a DBCS
using BRMAS so%
for its incoming Jccondary somtion (Operation 896). Largevolume BRM accounts have dedicated bm in the ftnt pass and Ms o d to tbe ZIP + 4.
Small-volume accounts M sent to a residue bin and must go through a sccond pass for
finalization (12 pment of total BRM volume). A few pieces Mrejected and scnt to
''manual." The BRMAS soffwarc counts and rates dl BRM mail processed on the DBCS.

Bill generation - Bills Mprinted out using the B M S softwan and rubber banded
together with the comspondii trays. Trays Msorted into APCs according to the S-digit
ZIP. Apcs containing 60680 (Chicago Central)is scnt to the Postage Due Unit. APCs
containing 60690 (Chicago Loop Station) is sent directly to the Loop Station.

Postage Due Unit - APCs containing BRM come 6mm the BRMAS o p t i o n upstairs.
Each tray has a bill generated by the BRMAS program. Upon d p t of the BRMAS
mail, the postage due clerks scan uch tray for "hcavics" (> Zoz) and rates these pieces
accordingly. A clerk scans each bill to make sure nothing is blatantly out of the ordinary.
Ifan m o r is found, the clerk d c u l a t e s postage and fees using the PERMITS system.
The clerks count and rate non-QBRM pieces h e .
The Postage Due clerks use the PERMITS urogram for all accountingactivities. Each
BRM cus6mer*sadvance deposit actaunt is debited accordingly.
~E(,J~Q$-T%-JI
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Please refer to your responses to Interrogatory KUUSPS-TZ9-10 and the

April 1987 study, entitled ‘Business Reply Mail Revised Cost Analysis,”
prepared by the Rate Studies Division of the United States Postal Service
(hereinafter ‘1887 Reply Mail Study’).
(a) Please confirm the following two statements from the 1987 Reply Mail
Study:
The only notable improvement. as compared to the situation in 1972.
(when the initial study was performed) is the change in the counting
and rating procedures. A large number of post offices have begun to
use a weight conversion factor to handle the counting and rating of
large volumes of BRM involving large users with advance deposit
accounts.
1987 Reply Mail Study, p. 1-2.
Based on our observation field trips and discussions with the
personnel involved in the handling and processing of BRM, we can
reasonably estimate thet the weight conversion factor processing
method is being used at least for hatf of the BRM pertaining to
advance deposit accounts especially the ones with large users and
high BRM volumes.
1987 Reply Mail Study. p. 6.

If you cannot confirm, please explain why not.

(b) in view of the statements from the 1987 Reply Mail Study quoted in
part (a), please explain how your feld observations indicate that
manual postage due operations have not changed since 1989, yet
your QBRM cost analysis for high volume recipients assumes that
virtually no QBRM letters are counted by weight conversion
techniques.
(c) Pkase confirm that the 1987 Reply Mail Study indicated that the
productivity in pieces per hour (PPH) for counting BRM letters using
weight conversion techniques was 6,390 pieces per hour. If you cannot
confirm please explain.
(d) Please confirm that, if you had used the 6,390 PPH derived in the
1987 Reply Mail Study, your test year unit direct and indirect cost to
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count QBRM using weight conversion techniques would be .64cents.
(28.24 I6,380x 1.456) If you cannot confirm please explain why not,
provide what you believe the test year unit direct and indirect cost to
count QBRM using weight conversion techniques would be using the
6,390 PPH p r o d u d i factor, and produce all documents or other
information relied upon to derive such unit cost.
(e) Please confirm that, in calculating the unit cost of counting QBRM, you
used a oroductivitv of 951 PPH for the 8.9% of QBRM that YOU show to
be counted by weighing techniques (seeyour answer to KE/USPST29-2 (b)).

(0

Please confirm that, if you had used the 6,390 PPH derived in the
1987 Reply Mail Study for the 8.9% of QBRM that you show to be
counted by weighing techniques, your computed unit cost for hgh
volume QBRM recipients would be reduced from 2.00 cents to 1.67
cents, a reduction of .33 cents or 16.5 percent? If you cannot confirm
please explain why not.

(0) Please describe fully, or provide representative documents that
describe and indicate the technical specifications and operational
capabilities of, what are termed "special counting machines' (see
Docket No. R97-I, USPS LR-H-179, Table 13);
(h) Please describe the reasons why special counting machines are used
at the particular postal faciliies, where they are used, and why they
are not used at other postal facilities.
(i) Please state the purchase cost for each type of special counting
machine.
(i) What is the productivity in pieces per hour (PPH) for counting the
10.4% of QBRM that are counted using 'special counting machinas?
Please support your response with documents that show the derivation
of the PPH. If there are different types of special counting machines,
please provide the separate PPH for each such machine and the
relative percentage of the 10.4% QBRM volume figure that is counted
by each type of special counting machine.
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(a) The quotations are accurate and appear where cited. Please note that
the above-referenced 1987 sbdy assumes "weight conversion"
counting for 50 percent of the advance deposit BRM volume In the
base year (1986) and oniy 15 percent in the test year (1989) (see
attachment entitled WEIGHTED AVERAGE UNIT COST
COMPARISON" from the April 1987 study entitled 'BRM Revised Cost
Analysis"). The test year analysis projects a significant amount of

BRM processing on newly deployed barcode sorters (67%), while 18
percent done manually, and 15 percent using weight averaging
techniques.
The 1996 BRM Practices Study, the most recent comprehensive study,
collected data on QBRM volumes counted using various methods (see
attached Table 13 from Docket No. R97-1, USPS LR-H-179). Weight
averaging was implementedfor 8.9 percent of QBRM volume
techniques. These data suggest that the use ofthe weight averaging
method to count BRM pieces has been on the decline since 1986.
(b) My testimony says nothing about manual postage due operations as a

whole as your question implies. Rather, my testimony states that
'[qild observations confirmed that the manual distribution productivity

has not changed significantly since 1989" (see USPS-T-29, footnote
5). Manual distribution involves a postal cletk physically sorting and
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counting mail one piece at a time. Based on my observations, manual
distribution is a labor-intensive activity in the year 2000. My testimony
also states that "manual billing and rating productivitiis have not
changed signiticantly since 1989"(seeUSPS-T-29,footnote 3). Again,
to my knowledge, manual billing and rating is still a labor-intensive
activity in the year 2000.
(c) Confirmed. Please note that this productivity is based on data
collected at just one site.
(d) Confirmed.

(e) Confirmed.
.-

(9

Confirmed.

(9) It is my understandingthat the Memphis PBDC is in the process of
purchasing a counting machine for BRM. Documentationwith
technical specifcations and operational capabilities for that machine
will be provided in USPS Library Reference 1-257. i do not know
whether this machine is representative of others in use.
(h) The decision to use special counting machines for BRM counting is
sitaspecific and based on a site's unique operational and BRM
Characteristics.

(i) My understanding is that the counting machine referred to in part (g)
cost about $8,000.
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(i) Productivitiss are not available for ‘special counting machines” at this

time. A study would have to be conducted to capture site-specific
operational characteristics that affed counting prcductivities.
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Please refer to your responses to KWUSPST29-I4 (c), (d) and (e). In
those responses you state that you cannot tell how low (100pieces) and
high (25,000) volumes, or the shape of mail, impact the unit cost to weigh
and count nonletter-size BRM.
(a) Please confirm that you do not know whether volume received for a
single recipient has any impact on the unit costs to weigh and count
nonletter-size BRM? If you cannot confirm, please explain why not and
quantify the impact that volume has on the unit costs of weighing and
counting BRM.
(b) Please confirm that you do not know whether the shape of mail, i.e.
letter versus nonletter, might affect the cost to weigh and count BRM. If
you cannot confirm, please explain. If you cannot confirm, please
explain why not and q u a n t i (in either an absolute or a relative sense)
the impact that shape has on the unit costs of weighing and counting
BRM.

(c) Please confirm that, in your opinion, it would be "pure speculation" to
assume, for example, that more letter-size pieces could fit in a
container than bulky, non-uniform small parcels, as you imply in your
response to part (e)? If you cannot confirm, please explain why not
and quantify (in either an absolute or a relative sense) the impact that
shape has on the unit costs of weighing and counting BRM.
(d) Please confirm that, in your opinion, it would be "pure speculation" to
assume, for example, that it would be an easier, less time consuming.
and a less costly task to derive a weight-to-volume conversion factor
for uniform letter-size pieces than for bulky, non-uniform small parcels,
as you imply in your response to part (e)? If you cannot confirm,
please explain why not and quantify (in either an absolute or a relative
sense) the impact that relevant differences between these two types of
reply mail pieces have on the unit costs of weighing and counting
BRM.
(e) Please provide copies of the instructions or protocols that postal
service personnel follow when determining the volume of nonletter-size
BRM pieces pursuant to the weight conversion process used for high
volume recipients.

(9

Please provide copies of the instructions or protocols that postal
sewice personnel follow when determining the volume of letter-size
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QBRM pieces pursuant to the weight conversion process used for (i) high
volume recipients and (ii) low volume recipients.
RESPONSE:

(a) I do not have data which permit me to quantify any differences which
may be attributable to volume per account. The data collected in the
nonletter-size BRM experiment revealed that it takes an average 68.38
minutes to weigh an average 8,288 daily pieces. If I assume that
weighing time varies 100 percent with volume, then the derived unit
cost will not change if the average daily volume fluctuates to 25,000
pieces per day. Since I do not know how weighing time varies with
volume. Icannot answer the original question. To some degree, such
factors as mail piece size and weight and volume per account could
influence weighing and counting productivity.
(b) I do not have data which quantifies any cost difference between
weighing a single letter versus a single nonletter. Placing a "typical"
letter (I
02. or less) on a scale may not be materially different than
placing a "typical" nonletter (2 or 3 02.) on a scale. I also do not have
data which would permit me to quantify any differences in cost
between weighing a tray of letters and a sack of nonletten of equal
weight. Assuming the time involved is approximately equal, any
difference in unit cost could be attributable to the difference in the
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1number of pieces per container and any difference in the productivity
with which the different containers could be weighed.
(c) Assuming the same container. I would expect fewer of the bulky, nonunifon items to ffi inside. However, whether or not a full tray of letters
contains more pieces than a sack of other container of nonletters
would depend on the nonletter container and the bulk of the nonletters.
(d) Assuming less weight variation among uniform letters than nonuniform. bulky nonletters, one would expect it to be aiess complicated
process to develop weight-to-volume conversion factors for letters.
(e) Please see USPS LR 1-260. which contains two documents. The first
document is entitled "User's Guide for Nonletter-size BRM Weight
Averaging." The second document is entitled "Supervisor's
Supplement to the User's Guide for Nokletter-size BRM Weight
Averaging."
(f) No such instructions or protocols exist because none have been
developed for QBRM weight averaging.

5997

REVISED RESPONSE OF UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL TO
INTERROGATORYOF KEYSPAN ENERGY (AprIl20,2000)
KEIUSPS-129-34.

Please refer to your response to KE/USPS-T29-15 (c). In your response
to Part (c), you assert that it is 'both necessary and reasonable" to use
'general First-class Mail flow densities, with one exception' (see USPS-T29, p. 40, footnote 8) as a proxy for the QBRM mail flow.
(a) why was this assumption 'reasonable' in view of the fact that all QBRM is
automationcompatible, pre-barcoded and sorted perhaps as high as up to
fwe digits in the outgoing primary and secondary distribution8 whereas a
significant portion of First-class letters are not automation-cwnpatible
and/or cannot be barcoded?
(b) Why did you not use First-class automation basic letters as an exact
proxy for QBRM letters after the outgoing primary and secondary
operations?
(c) What is the basis for your assumption that 100% of all QBRM that is
sorted in the incoming MMP primary would also be sorted in the SCF
incoming primary? Please provide all documents or other informationthat
you reviewed in formulating your views on this aspect of QBRM reply
letter processing. (Please note that your statement that such an
assumption is reasonable does not explain the basis for that assumption.)
(d) Please confirm that for Basic automation letters, 4,505 out of 5,910 or
76% of the pieces flow from the automated incoming MMP operation to
the automated incorning secondary operation. See LR-I-162,1-25. tf you
cannot confirm, please explain why not, state how many and what
percentage of Basic Automation letters flow from the automated incorning
MMP operation to an automated incoming secondary operation.
(e) Please confirm that QBRM letters are prebarcoded, automationcompatible. and sorted to at least 3digits and perhaps up to Migits, after
being processed in the outgoing primary and secondary operations? If you
cannot confirm. please explain.
(f) Please explain why it would not be more 'reasonable' to use thc mail flow
of First-class automation basic letters, which are h every respect similar
to QBRM after the outgoing primary operation, 6s a proxy for QBRM mail
flow after the outgoing operation?

(9) Please confirm that for handwritten-addressedletters, you assumed that
1.258 of 1,014 or 66% of the pieces flow from the automated
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incoming MMP operation to the automated incoming secondary
oparation. See LR-1-160,
Schedule L, p. 4. tf you cannot confirm.
please explain why not, state how many and what percentage of
handwritten letters flow from the automated Incoming MMP operation
to an automated incoming secondary operation.
(h) Please explain why your mail flow analyses assume that, all things
being equal (except that handwritten letten have a handwritten
address while QBRM letters have a printed address and a
preberwde), 83%of handwritten letters coming from the incoming
MMP automation can bypass the incoming SCF primary automation
but no QBRM letters can do so.
RESPONSE:

(e) Average mail densities were used as inputs in e// First-Class letter
models (seeUSPS-T-24, Appendix I. page 40) to estimate mail
processing costs and to determine worksharing discounts. In fact, the
inputs for all models are generally on the average (e.g.. productivities,
wage rates, acceptance rates). In an effort to be consistent with all
other First-class letter models, my models for both handwritten and
preappmved prebercoded mail pieces incorporate eversge densffies. I

believe this is reasonable.
(b) See my response to part (a).

(c) My assumptionthat 100% of all QBRM that is sorted in the incoming
MMP primary would also b sorted m the SCF incwning primary is
based on M d observations. Ido not have any documents that would

be responsive to this request.
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(d) Confirmed. Please note that this calculation is based on an ewnge
First-class density of 79.57% and an avenge accept rate of 95.80%
on the Incoming 6CS MMP operation

(e) Confirmed.

(9 See my responseto part (a).
(9) Confirmed.

(h) When determining model inputs found in LR-1-160, Section L. I
attempted to isolate BRM densities using sort plans obtained through
m'tness Miller's density study (see USPS-T-24). It soon became
apparent that BRM densities could not be calculated using density
study data because BRM was typically mixed with other singbpiece
mail such as CRM and there were very few holdouts for BRM in the
SOIT plan. Consequently, Imade the decision to stick with the densities

incorporated by witness Miller in his letter models. However, I tweaked

the density of MMP mail flowing to the SCF sort based on my field
observations. In the end, this tweak affeasd the cost diffenna
betwetn a Q6RM piece and a handwritten mail pkca by 0.05 cent in
favor of QBRM.
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Please refer to your response to Interrogatory KUUSPST29-15 (h).
(a) Please explain why 'QBRM pieces do not typically go directly from an
incorning MMP operation to an incoming secondary operation."
Please provide all documents or other information that you reviewed in
forming your conclusions as to this aspect of the processing pattern for
QBRM pieces.
(b) Is it possible that QBRM pieces received by customers in large volume
would bypass the incoming secondary, going directly to the postage
due unit, because the mail is sorted to the end user in the incoming
primary operation? Please explain why you would not account for the
possibility of such a mail flow.
(c) Is it possible that QBRM pieces received by high volume recipients
would bypass the incoming primary and secondary, going directly to
the postage due unit, because the mail is sorted to the end user in the
outgoing primary operation? Please explain why you would not
account for the possibility of such a mail flow.

RESPONSE:
(a) The assumption that 'QBRM pieces do not typically go directly from an
incoming MMP operation to an incorning secondary operation" is
based on field observations. I do not have any documents that would

be responsive to this request.
(b) It is possible, but unlikely, that QBRM pieces received by high volume
recipients would bypass the incoming primary and secondary
operations, going directly to the postage due unft because the mail is
sorted to the end user in the incoming primary operation. On average,
this is not the case. As pointed out in KE/USPS-T2941, witness
Kingsley stated that it might take as many as 20,000 pieces to j u s t i
having a separate bin in the incoming primary operation. As Ipointed
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RESPONSE TO KE/USPS-T2935 (continued)
out in my response, according to PERMIT data, only four recipient

accounts receive 20,000 QBRM pieces per day on average. Thus, it is
unlikely that QBRM pieces received by high volume recipients would
bypass the incorning primary and secondary operations, going directly
to the postage due unit because the mail is sorted to the end user in

the incoming primary operation.
(c) It is possible, but highly unlikely, that QBRM pieces received by high
volume recipients would bypass the incoming primary and secondary
operations, going directly to the postage due unit, because the mail is
sorted to the end user in the outgoing primary operation. If this were
the case, then these QBRM pieces would originate and destinate in
the same processing facility in high volumes. This scenario is
extremely rare with QBRM pieces.
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Please refer to your response to KEIUSPS-T29-15 (b), where you explain
how delivery to businesses is outside the scope of the mail flow densities
that you used.
(a) Do you agree that, as a general matter, mail destined for delivery to
businesses, particularly businesses that receive high volumes of mail,

would exhibit greater densities than average First-class letters as the
mail flows approach the incoming Otrce? If you do not agree with the
foregoing statement, please describe what your understanding is
regarding the densities of mail destined for delivery to businesses,
particularly businesses that receive high volumes of mail and provide
copies of all documents and/or describe any other information that
formed the bases for your conclusions.
(b) If you agree with the statement in part (a), wouldn’t your use of mail
flow densities for ‘general” First-class mail as a proxy for QBRM
overstate costs, particularly in the incoming office? Please explain your
answer and provide copies of all documents andlor describe any other
informationthat formed the bases for your conclusions.
RESPONSE:
(a) I have not studied this issue. Therefore, I can neither disagree nor
agree with your statement
(b) See part (a).
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Please refer to your response to KENSPS-TZ9-15 (9). You indicate in your
response that your analysis of QBRM cost savings accounts for the
~ V e t ' afactors
l
listed because you have incorporated a CRA adjustment
factor.

(a) Please confirm that you did not speciRcally account In your cost
models for the additional costs that handwritten letters do incur but
QBRM letters do not incur, other than simply inmarlng each of your
derived model unit costs (for handwritten and QBRM letters) by the
CRA adjustment factor of 22.4%. If you cannot confin, please explain
why not.
(b) Please confirm that the purpose of the CRA adjustment factor is to tie
the derived mail flow model costs to the CRAderived unit costs, if the
latter are known. If you cannot confirm, please explain why not and
state what, in your opinion, is the purpose of a CRA adjustment factor.
(c) Please confirm that you do not know the CRA-derived unit costs for
either handwntten letters or QBRM letters. If you cannot confirm.
please explain why not and provide the CRAderived unit costs for
handwritten letters and QBRM letters.

(d) Please confirm that the accuracy of the CRA adjustment factor
depends on how well a model's derived unit cost compans to the CRA
unit cost,if that CRA unit cost is known. If you cannot confirm, please
explain why not and state upon what. in your opinion, the accuracy of
the CRA adjustment factor depends.
RESPONSE:
(a) Not confirmed. The model opecificelly accounts for operations that
handwritten letters incur but QBRM letters do not incur. For example,

the model accounts for the RBCS operation, which is incurred by a
handwritten letter but not incurred by a QBRM letter (see USPS-T-29,

P W 38).
(b) Confirmed
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(e) Confirmed. A non-automation presort CRA adjustment factor was

used as a proxy for singk-piece mail for two reasons. (1)The nonautomation presort mail flow closely resembles that of single-piecs
mail. QBRM and handwritten letters are both part of the single-piece
mail stream. (2) Single-piea mail has not been modeled,80 a CRA
adjUStm8nt factor for single-piece mail does not exist.
(d) I don’t know what is meant by ?he accuracy of the CRA adjustment
factor.’ Therefore, I cannot answer the question.
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Please refer to LR-1-160, Schedule L. p. 11, where you show that 8.9% of
QBRM volume is delivered to a post office box location. In its Opinion And
Recommended Decision in Docket R87-I, the Commission stated that “in
excess of 90 percent [of BRM reply pieces] are delivered to lock boxes or
are firm holdouts” (Op. R87-1, p. 795).
(a) Please explain the apparent inconsistency between the Commission’s
statement in Docket No. R87-1 and your assumption in this case.
(b) Please provide the percentage of BRM that will be delivered to a post
office box location or firm holdout in the test year.
RESPONSE:

(e) The 8.9 percent represents the everege percentage of mail pieces that
receive a manual delivery point sequence (DPS) at the post Mice box.
.-

This activity is considered mail processing. The 90 percent of BRM
pieces delivered to lock boxes or fin holdouts is outside the scope of
mail processing
(b) To my knowledge, the Postal Service does not collect data on the
percentage of BRM delivered to a post office box or firm holdout.
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Please refer to your response to Interrogatory KUUSPS-T29-16 (b). In
your response you note that, as compared to Ute base year, in the test
year the Postal Service expects to save just over a penny for each
handwritten letter that goes through the RBCS operation.
(a) How many handwritten letters does the Postal Service expect to
barcode via use of the RBCS operation in the test year?
(b) In its roll forward model, did the Postal Service project a penny savings
for each of the handwritten pieces that you indicate in your response to
part (a) between the base and test years? If not, please explain.
RESPONSE

(a) According to Appendix C of the January 1999 Decision Analysis
Report (DAR) for RCR upgrades (see USPS LR-1-164, Appendix C).
12.9 billion pieces handwritten pieces were available to RCR in the

base year. Using the DAR assumption of 2 percent letter growth per
year, an estimated 13.7 billion handwritten letters will be available to
the RCR in the test year. Of these 13.7 billion pieces, 5 percent will be
lost to "leakage" (0.7 billion) and another 0.95 percent will be sent to a
manual sort operation (0.1 billion). The result is an estimated 12.9
billion handwritten mail pieces barcoded via the RBCS operation in the
test year.
(b) While Iam not an expert on the roll forward model, my understanding

is that the cost savings are 'baked" into the test year costs associated
with the RBCS operation. According to the DAR discussed in part (a),
REC sites will capture 90 percent of the modeled savings (see USPS

6007

RESPONSE OF THE UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL TO
INTERROGATORY OF KEYSPAN ENERGY

RwDonse to KEIUSPS-T29-39 (continued)
LR-1-164, Appendix C). In addition, the DAR assumes that the first full
year of savings is October 1999 through September 2000.
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Please refer to your response to Interrogatory KE/USPS-T29-16 (b). In
your response you note that, as compared to the base year, in the test
year the Postal Service expects to save just over a penny for each
handwritten letter that goes through the RBCS operation.
(a) How many handwritten letters does the Postal Service expect to
barcode via use of the RBCS operation in the test year?
(b) In its roll forward model, did the Postal Service project a penny savings
for each of the handwritten pieces that you indicate in your response to
part (a) between the base and test years? If not, please explain.
(e) What is the basis for your statement that in the test year 100 percent of
handwritten mail pieces will have access to RBCS processing? Please
provide all documents or other information that you reviewed in
formulated your views on this matter.

RESPONSE:
(a) Response filed on March 31,2000.
~

(b) Response filed on March 31,2000.
(c) It is my understanding that RBCS equipment has been fully deployed,
with the exception of recent sofhvare upgrades. In an effort to be
consistent with the letter models presented by wi?nessMiller (USPS-T24), I have also incorporated 100 percent RBCS coverage as a

simplifying assumption.
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Please refer to your response to KE/USPS-T29-16 (0.where you derive
tha unit CoJt of 0.488 cents per piece for the RCR operatbn. There you
divide total FY98 RCR Cost by the FYB8 RCR Volume. Please provide the
comparable unit cost for the test year in this -98 and explain why you did
use a test year unit cost figure in your mail flow cost analyses.
RESPONSE:
The unit cost of 0.486 cents per piece for the RCR operation is, in fact, a
test year unit cost. The response to KENSPS-T29-16 (9 was taken
directly from USPS LR-1-160, Section L, page 12, footnote 4, which
contains an error. An erratum to USPS LR-1-160 is forthcoming.
The response to KENSPS-T29-16 should read as follows:

N 2001 RCR Cost from USPS LR-1-77

M

'100

98 RCR Volume from Corporate Information System

= ($109,317,075) /(22,500,709,679 piecas) 100 = 0.486 cents I piece
The test year RCR cost is found in witness Smith's testimony in Docket

No. R2000-I at USPS-T-21,Attachment 14, page 2. The Fy BE RCR
volume was used as a conservative estimate for test year RCR volume.

Volume data obtained for PI 1999 and 2000 (to date) show that RCR
volume has remained stable since FY lB98.
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Please refer to your response to WSPS-T29-18 (b), where you state
that QBRMpieces that am received by individual customers in high
volumes receive their 'last and final sortation' in the incoming primary
operation.
(a) Please confirm that for QBRM, 10.71%ofthe pieces are sent from the
manual incoming secondary operation directly to the postage due unit
for counting and rating, as shown in LR-1-180. Schedule L, p. 5. H you
cannot confirm, please state the correct percentqe of QBRM pieces
that are sent from a manual incoming secondary operation to the
postage due unit for counting and rating purpmes. show the derivation
of that percentage, and provide all documents or other infonnetion that
you reviewed in deriving that percentage.
(b) Are 83.02% of QBRM pieces sent directly from the incorning SCF
primary automation operation to the postage due unit for counting and
rating? If not, please state the correct percentage of QBRM pieces that
are sent from the incoming automation SCF primary operation to the
postage due unit for counting and rating purposes, show the derivation
of that percentage, and provide all documents or other informationthat
you reviewed in deriving that percentage.

(c) Are 8.27% of QBRM pieces sent directly from the incoming automation
2-pass DPS secondary operatiin to the postage due unit for counting
and rating? If not, pkase state the correct percentageof QBRM pieces
that are sent directly to the postage due unit from the incoming
automation 2-pass DPS secondary operation for counting and rating
P J ~ ~ o s show
~ s , the derivation of that percentage, and provide all
documents or other informationthat you reviewed in deriving that
percentage.
(d) Does your mail Row model for QBRM refute your assumptionthat
66.5% of QBRM pieces, received by individual customers in high
volumes, w i d be both sotted and counted manually in the postage
due unit? See LR-1-180, Schedule B, p. 2, footnotes (13) and (14).

Please explain.

(e) USPS witness Kingsley estimated that it might take as many as 20,000
pieces to justi having a separate bin in the incoming primary
m a t i o n . Sea her response to KVUSPS-TIM. Does your
statement about QBRM volumes destined for delivery to high volume
recipients receiving their last and final sortation in the incoming primary
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operation refer to QBRM recipients who might receive 20,000 pieces
per day on average? Please explain.

RESPONSE
Please note that my response to WSPS-T29-18 stated '[fior meny
QBRM pieces (i.e., larger accounts), the incoming primary operation is the

last and final sortation" [emphasis added]. This statement was not
intendedto imply that all high-volume account QBRM pieces receive their
"last and final sortation" in the incoming primary operation.
(a) Not confirmed. The 10.71% of QBRM pieces coming from the manual
incoming secondary operation represent a portion of the 41.6% of
QBRM pieces sorted to the customer manually (see USPS LR-1-160,

Schedule L,p. 2). This manual sortation generally takes place in the
Postage Due Unit (PDU). So, perhaps a more appropriate label for
cell ARB7 in LR-1-160, Schedule L,p. 5 would be 'To other side of
PDU for counting and rating.'

(b) No. Some of the 83.02% of QBRM pieces may have already received

a machine count using an end-of-run (EOR) report. So, same Of the
83.02% of QBRM pieces are sent directly to the PDU for counting and

rating and some of the 83.02% of QBRM piece are sent directly to the
PDU for rating only.
(c) No. Some of the 9.27% of QBRM pieces may have already received a
machine count using an EOR or BRMAS report. Further, some of
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these pieces may have already been rated using a BRMAS report. So,
some of the 6.27% of QBRM pieces are sent dire*

to the PDU for

counting and rating, some of the 6.27% of QBRM pieces are sent
directly to the PDU for rating only, and some of the 6.27% of QBRM
pieces have already been counted and rated.
(d) No. The 66.5% of QBRM pieces referred to receive a final piece count
using a manual or other method. This does not mean that these
pieces have not already received a count on a BCS or other method.

(e) It is indeed possible, but unlikely, that QBRM volumes receiving their
last and final sortation in the incoming primary operation are destined
to recipients who might receive 20,000 pieces per day on average.
Only four customers receive 20,000 QBRM pieces per day on average.

, .

-

.
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Please refer to your responses to Interrogatory KE/USPS-T29-19, parts
(a) and (b) and your response to Interrogatory KWUSPS-T29-2 (0. In
response to part (a) of Interrogatory KE/USPS-T29-19, you state '[mlanual
counting does not typically involve weighing BRM pieces...' even though
the question asked about the standard or general method for "counting.
rating and billing" BRM. In part (b) of that Interrogatory,you note that the
"standard method of BRM counting, rating and billing" would not be
appropriate for BRM recipients who receive large volumes. In your
response to Interrogatory KE/USPS-T29-2 (0, you indicate that "no such
study has been conducted to date" on the typical processing method for
high volume QBRM recipients and how it might differ from the typical
processing method for low volume QBRM recipients.
(a) Doesn't a Postal clerk have to weigh each BRM piece, especially if
weight is not obvious, in order to determine the correct First-class
postage to charge the recipient in addftion to the BRM fee? If not,
please explain.
(b) If the procedures for counting. rating and billing BRM for recipients
who receive low volumes are not appropriate for BRM recipients who
receive high volumes, why didn't you study and make appropriate
adjustments for such differences, particularly with respect to the
counting function, in your two,separate cost studies for low volume
and high volume QBRM?

RESPONSE:
(a) No. A Postal clerk does not have to weigh each BRM piece in order to
determine the correct First-class postage. Postal clerks typically
visually scan trays of BRM pieces and cull out pieces that appear to be
over 1ounce,and weigh the pieces accordingly to determine the
correct First-class postage.
(b) Please see my response to KE/USPS-T2944 (c).
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Please refer to your response to Interrogatory KE/USPS-T29-22 (d),
where you were asked if QBRM letters received by individual recipients in
high volumes cost less to count than QBRM letters received by individual
recipients in low volumes. Your response suggests that this is not
"universally true" and you discuss some possible exceptions.
(a) Isn't it true that you did not study whether QBRM letters received by
individual recipients in high volumes cost less to count than QBRM
letters received by individual recipients in low volumes? If not, please
provide all studies or other analyses that were prepared on this
subject.
(b) Isn't it true that you really don't know whether QBRM letters received
by individual recipients in high volumes cost less to count than QBRM
letters received by individual recipients in low volumes? If you do
know, please state the unit cost to count QBRM letters received by
individual recipients in high volumes and the unit cost to count QBRM
letters received by individual recipients in low volumes, and provide all
documents or other information used to derive such unit costs.
(c) Isn't it true that, for purposes of establishing an additional category for
QBRM reply letters received in high volumes, you really did not think
that you needed to know whether QBRM letters received by individual
recipients in high volumes cost less to count than QBRM letters
received by individual recipients in low volumes? If it is not true, please
explain.
(d) Please confirm that the Postal Service's proposal is to charge QBRM
recipients who receive high volumes a different, lower per piece fee
than it charges QBRM recipients who receive low volumes? If you
cannot confirm, please explain why not.
(e) Isn't it true that, without knowing if there are differences in the unit
costs of counting QBRM reply letters received by individual recipients
in high volumes versus low volumes, your derived separate unit costs
are based on an unsupported assumption that the unit costs of
counting QBRM reply letters received by individual recipients in high
volumes would be identical to the unit costs of counting QBRM reply
letters received by individual recipients in low volumes? If you do not
agree with the foregoing statement, please explain why you assumed
that the counting productivity high volume recipients would be the
same as the counting productivity for low volume recipients.
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(a) It is true that I did not specifically study whether QBRM letters received
by individual recipients in high volumes cost less to count than QBRM
letters received by individual recipients in low volumes. Rather, my
cost analyses depend upon data obtained from the 1996 BRM
Practices Study and feld observations.
(b) It is true that I don’t know whether QBRM letters received by individual
recipients in high volumes cost less to count than QBRM letters
received by individual recipients in low volumes. Again, my cost
analyses depend upon data obtained from the 1096 BRM Practices
Study and feld observations.

(c) It is not true that, for purposes of establishing an additional category
for QBRM letters received in high volumes, Idid not think that I needed
to know whether QBRM letters received by individual recipients in high
volumes cost less to count than QBRM letters received by individual
recipients in low volumes. Given certain time constraints with an
impending rate case filing, Iwas unable to conduct a study such as the

one you describe in part (a). I believe that data obtained from such a
study could improve the cost estimates presented in this rate case
filing.
(d) It is the proposal of the Postal Service that high volume recipients have
the option of a lower fee structure. The lower fee proposed for QBRM
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recipients who receive QBRM in high volumes is combined with a
proposed quarterly fee. The quarterly fee is based on the premise that
the cost to generate a bill for a high-volume customer varies with the
number of postage due bills (15 per AP, on average) and not the
volume of QBRM pieces, while the cost to generate a bill for a lowvolume customer varies more with the volume of QBRM pieces.
(e) Yes. Given the lack of standardized procedures for counting QBRM
pieces across QBRM processing sites, I believe that assuming
identical counting costs for high-volume and low-volume QBRM
recipients is a fair way to allocate costs across sites. Assuming a
higher counting cost for all low-volume QBRM recipients would ignore
the fact that some low-volume QBRM is subject to the same low-cost
accounting methods as some high-volume QBRM. It also would
ignore the fact that the accounting for a significant pottion of highvolume QBRM is performed via manual piece counts. My response to
KEIUSPST29-22, part (d) provides specific examples. The response
states that '[s]ome offices processing a few high-volume QBRM
accounts are not equipped to count the pieces using automation due to
BCS capacity constraints. These pieces are counted using alternative
methods such as labor-intensive (ie.,expensive) manual counting.
Conversely, some offices receiving low-volume accounts can count
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these pieces on automation (Le., inexpensive) along with the high-volume

accounts."
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Please refer to your response to InterrogatoryKUUSPS-T29-22 (9. where
you were asked if nonletter-site BRM received by customers in high
volume cost less to count than if received in low volumes. Your response
suggests that this is not 'universally true' and you discuss some possible
exceptions.
(a) If you cannot confirm that nonletter-size BRM received by customers in
high volume cost less to count than if received in low volumes, why
does the Postal Service offer a special discount for such pieces?
(b) Please provide all instances where the Postal Service offers a discount
without being able to confirm that the intended discount reflects actual
cost savings. For each instance, provide the basis for establishing
those discounts.
(c) Please state the rationale for charging 3 cents per piece for QBRM
received in high volumes, which can be counted at very high
productivities by machines, and charging only 1cent for nonletter-size
BRM. which cannot be counted by machines.
(d) Please state the rationale for charging 3 cents per piece for QBRM
reply letters received in high volumes, which can be packed very
efficiently in containers, such as trays, for weighing. and charging only
1 cent for nonletter-sizeBRM, which cannot be packed efficiently into
such containers?
RESPONSE:
(a) Above a certain volume, it costs less to perform weight averaging to
rate nonletter-size BRM than to individually count and weigh each
piece. The Postal Service offers weight-averaging fees for nonlettersize BRM recipients who find the fees (and the associated
improvement in accounting efficiency) advantageous. Currently, my
understanding is that only seven high-volume cuBtomers participate in
the program. For those high-volume customers who choose not to
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participate in weight-averaging, their nonletter-size BRM pieces are
counted and rated manually, the same method used for low-volume
nonletter-size BRM recipients.
(b) 1 am not aware of any instances where the Postal Service offers a
discount without being able to confirm that the intended discount
reflects actual cost savings.

(c) Please see my testimony (USPS-T-29) beginning at page 5 for a
description of the cost basis fort he fees proposed by witness Mayo.
Please see my testimony (USPS-T-29) beginning at page 42 for an
explanation of the cost basis for witness Mayo's proposal to charge 1
cent per piece for nonletter-size BRM pieces.

-

QBRM accounting costs reflect that a mix of methods high cost and
low cost, automated and manual and other

- are used to perform

QBRM accounting. In contrast the nonletter-size weight averaging is
based on the de-averaged cost of the one and only feasible alternative
to manual piece-by-piece accounting. An apples-to-apples

comparison between QERM and nonletter-size ERM accounting costs

would be to compare the cost for each based on the average cost of all
applicable accounting methods.
(d) Please see my response to part (c).
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Please consider a reply mail recipient who receives large volumes of both
QBRM and pre-barcoded CRM.
(a) Please describe all differences in how the Postal Service will process
the QBRM and CRM of this recipient, particularly affer the letters reach
the incoming primary sortation.
(b) Please confim that on average, 41.6% of the QBRM will be manually
sorted to the end user, as you show in LR-1-160, Section, B. p. 2.

(c) Please confirm that, on average, prior to being sent to the postage due
unit, 83.02% of QBRM will be sorted in the SCF automation incoming
primary. 10.71% will be sorted in the manual incoming secondary and
6.27% will be sorted in the automation incoming 2-pass secondary, as
you show in LR-1-160, Section L. p. 5.

(d) Please explain how both parts (b) and (c) can both describe the correct
flow of QBRM letters.
(e) Please provide the average percentage of CRM pieces that will be
sorted in the (1) SCF automation incorning primary, (2)the manual
incoming primary, and (3)the automation incoming secondary
operations, respectively, prior to being sent to the delivery operation

(9

Please explain any differences among the comparable percentages
you provide in response to part (e) and the percentages you confirm in
response to part (c).

RESPONSE:
(a) In general, mail processing operations for QBRM and CRM pieces are
identical with one important distinction. There is a greater likelihood
that CRM pieces will be held out in an outgoing operation than QBRM
pieces. Thus, CRM pieces may possibly never reach the incoming
primary operation. The primary reason is that CRM pieces are more
likely to be received in high volumes on a consistent basis than QBRM
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pieces. particularly CRM pieces originating and destinating in the same
SCF.
(b) Confined.
(c) The mail processing model shows that, on average, prior to being sent
to the postage due unit, 83.02% of QBRM will be sorted in the SCF
automation incoming primary, 10.71% will be sorted in the manual
incoming secondary. and 6.27% will be sorted in the automation
incoming 2-pass secondary operation.
(d) The model used to estimate the QBRM cost avoidance is based on
average mail flow densities and is intended to be consistent with all
other First-class letter models (see my response to KEIUSPS-TZB-34).

The model that is used to estimate QBRM counting, sorting, rating,
and billing costs is based on the BRM Practices Study (seeUSPS LRH-172), a study that was specifically tailored to business reply mail.
Each model is used for very different purposes and, thus, may produce
seemingly different outcomes.
(e) The percentages that you are requesting are not available because the
Postal Service does not collect these data.

(f) Please see my response to part (e).
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Please refer to your answer to Interrogatory KEIUSPS-T2P15(c),where
you confirm that you assumed that the mail flow densities for QBRM and
handwritten addressed letters are identical, with one exception. You also
state on page 40 of your testimony that you used the general First-class
Mail flow densities in your cost analysis to estimate the QBRM and
handwritten addressed model unit costs.
(a) Does the statement above fairly represent your testimony with regard
to the mail flows shown in LR-1-160, Schedule L, pages 2 and 37 If
not, please explain.

(b) Has the Postal Service developed a mail flow cost model for general
First-class letters to see how such a derived unit cost compares to the
CRMderived unit cost of 12.30 cents, provided in LR-1-81, Mpshusty,
Schedule TY Letters (4)? If yes, please provide that flow diagram,
including all backup materials and assumptions made pertaining to the
derivation of that unit cost? If not, why not?
(c) How does the cost flow model provided by USPS witness Miller for
metered mail differ from that for general First-class letters, as you
have used the mail flow in your testimony? Please describe all
differences between the two models as well as the reasons for those
differences.
(d) Do you agree that the unique density characteristic exhibaed by
QBRM. whereby one-third of the pleces are addressed to individual
ciistomers who receive large quantities, is a cost-savings attribute? If
you do not agree, please explain how high mail densities at the
delivery end of the mail service spectrum would not have the impact of
saving costs. See USPS-T-39, WP5.
(e) How have you reflected the unique density characteristic exhibited by
QBRM, discussed in part (d) in your mail flow model derived unit costs,
if you did.

RESPONSE:
(a) Yes. The statement fairly represents my testimony.

(b) I am not aware of any mail flow cost model generated by $e Postal
Service for ‘general” First-class letters.
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(c) The cost flow model provided by waness Miller (USPS-T-24) for
metered mail differs from my QBRM model in two ways. First, in the
metered mail model, 10,000 mail pieces enter the model in the
Outgoing ISS operation, which is generally reflective of bulk metered
mail. In the QBRM model, 10,000 mail pieces enter in the Outgoing
Primary operation because these pieces generally do not flow through
the RBCS operation. In the handwritten model, 10,000 mail pieces
enter in the Outgoing RCR operation, because handwritten pieces
have already received an image-lift in the facing and canceling
operation.
The second difference pertains to the percentages found in the
Miscellaneous Factors worksheet, Automation Incoming Secondaries.
The metered mail and handwritten mail percentages are assumed to
be the same because these mail pieces are generally part of the same
mail stream. QBRM pieces that are sorted on a DBCS. however. are
generally passed two times on the DBCS. The 100 percent found in
the Miscellaneous Factors worksheet reflects this assumption.

(d) It is possible that the 'unique density characteristic" is a cost savings
attribute for a small percentage of QBRM accounts. Please note,
however, that there are far more non-BRM users who have similar
density characteristics and receive mail in high volumes.

6024

RESPONSE OF UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL TO
INTERROGATORY OF KEYSPAN ENERGY
Rer~onseto KUUSPS-12947 lcontinued)
(e) The "unique density characteristic' exhibited by QBRM was not
specifically addressed in my mail flow model.
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Using the database and search capabilities available through the PERMIT
system, please provide for the base year and the most recant twelve
month period for which data am available, a list of the 75 QBRM recipients
who w i v e d the hghest total volumes during such periods. For each high
volume QBRM rrCipint identified as such from the PERMIT system,
please provide, in tabular form, the following information from PERMIT
data if available or other sources if PERMIT date does not indude the
requested information:
(a) the location of the postal facility where such QBRM recipient mcsives
its reply mail;
(b) the total volumes of QBRM received during the relevant twelve month
period;
(c) how many different addresses the QBRM recipient maintains for
QBRM at such postal facility;
(d) if a listed OBRM recipient maintains more than one QBRM address at
that facility, the volumes of QBRM delivered to each of the other
addresses during the relevant periods;

(e) whether the address printed on each ofthe QBRM recipient's reply
piece is a post office box or a physical street address;
(f) for recipientswhose reply mail pieces are addressed to post office
boxes, whether the QBRM recipient's reply mail pieces are picked up
by the recipient or its designated representativesfrom the post offiica
box or through firm holdout procedures, or whether postal service
personnel routinely deliver the recipiint's QBRM volumes to the
recipients place of business;

(g) the method customarily used to sort ruch rscipbnt's QBRM to the
recipient and the processing step (e.g. incoming primary, Incoming
secondary) and the location where the final wort to that recipient occurs
(e.g. at another postal facility, outside the postage due unit in the
destination facility, or within the postage due unit in the destination
facility; and
(h) if the QBRM'recipient received BRM at such facility in 1989, phase
furnish the information requested in part (0) for 1089.
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)<E/USPS-T2949 Icontinuodl
Please note that you are not being requasted to identtfy individual QBRM
recipients. tf the annual volume received by any ofthe high volume QBRM
recipients you identify is bss than 113,333 pieces, please so indicate and
do not furnish the information requested in parts (a), (c)-(h).
RESPONSE:
(a), (b) Attachment 1 to this response provides a list ofthe 75 QBRM
accounts identifkd by PERMIT that received the highest QBRM volumes
during the first three quarters of Fy9B. The fourth quarter of data was not
readily available and is not included as a result. For those sites that
participated in the 1996 BRM Practices Study. I have indicated which
counting methods were used at each site in 1996, based on a percent of

total QBRM volume. Locations and customer names have been masked
due to the sensaive nature of these data.
Attachment 2 provides the same data as those described above for the
period FYQ9, AP6 through MOO, AP6. Please note that I have updated
the counting methods for many sites, based on recent discussions with
Postal personnel at those sites. For those into not contacted in FY 2000,

I have provided data from the 1996 BRM Practices Study. Again. the

locations end customer names have been masked.
(c) I am unable to provide the number of different a d d r e w that each
QBRM recipient maintains at each postal facility. While many QBRM
recipients have multiple addresses at one postel facility, the account
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names entered into the PERMIT system do not necessarily reflect the
same account holder name. For example, Company ABC may have three
addresses, or PO box numbers, at Post Orrice A. The three records
entered into the PERMIT system may have completely dinerent names,
somewhat similar names, or exactb the same name. This situation makes
the request in KE/USPS-T29d9 (c) virtually impossibleto achieve without
calling each QBRM site for this information.
(d) Iam unable to provide the requested volumes for the reason described
above in part (c).
(e)-(9) None of the data requested in these subparts is available within the
PERMIT system or any other Postal data base. In an effort to collect
thesedata, individual postal facilities were telephoned over a fourday
period. it was soon determined that telephoning individual sites was
inefficient and produced little usable data. The only efficient data
colkction method, given the complexity and scope ofthe data quest, is

a multi-faceted survey, which h not feasible at this time. Such a s u m y
would require instructionand completion by personnel at Post Offices and
supporting mail processingf a c l l i s for each customer identifed in
Attachments 1and 2. Among those who would need to be surveyed are
mail processing supervisot3 and clerks,postage due clerks at mail
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processing facillies and post offices. and delivery personnel. In addition,

USPS Labor Relations specialists would have to review the survey prior to
its release to &Id personnel for completion. The time period required for

such an undertaking would be four weeks at a minimum.
(h) Mail processing data from 1089 do not exist for the QBRM recipients

identified in Attachments 1 and 2
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I

I

M

I

I
I
I

41

NA
8

18
72

I

I

47

45
15

I

I

54

39

I

REWSED 4/24/00
COUNTING METHODS.

I

I

I 1,452,7461 3.2% I 1.0% I 93.8% I
I 1,331.3551
I
I
I
I 1,310,102I 19.6% I 765% I

I
1

588,638

45

I

3

1

519.214 I 1.0% I
I 90.0% I
514.848 I 52.4% I 44.3% I
I

1

585.158

I

I

I

10.0%

I

I

2.0%

I

I

4.7%

IWeiphinp

00.5%

I

I
I

I

4.7%

I

I

I

I

I

1000%
3.B%

I

I

I

3.3%
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KE/USPS-T29-S0.
In Library Reference LR-I-162a. Schedule L, p. 12 you list the productivities of
various postal operations.

(a) Please confirm that the outgoing ISS operation consists of a retroftted
MLOCR that reads an address, sprays on a barcode and sorts the
mail. If you cannot confirm, please explain.
(b) Please confirm that the outgoing OSS operation consists of a
retroftted MPBCS or DBCS that sorts the mail that has already been
barcoded. If you cannot confirm, please explain.
(c) Please confirm that the outgoing BCS primary operation consists of
either an MPBCS or DBCS that sorts the mail that has already been
barcoded. If you cannot confirm, please explain.

(d) Please confirm that the incoming BCS MMP primary operation consists
of either an MPBCS or DBCS that sorts the mail that has already been
barcoded. If you cannot confirm, please explain.
(e) Please confirm that the incoming BCS SCF primary operation consists
of either an MPBCS or DBCS that sorts the mail that has already been
barcoded. If you cannot confirm, please explain.

(9

Please explain why the outgoing ISS MODS productivity of 6,847
pieces per hour (PPH) is higher than the productivities for the Outgoing
BCS primary (5,729 PPH), incoming BCS MMP primary (5,565 PPH)
and the incoming BCS SCF primary (5,896 PPH) operations?

(9) Please explain why the outgoing OSS MODS productivity of 8.976
PPH is higher than the productivities for the Outgoing BCS primary
(5,729 PPH). incoming BCS MMP primary (5,565 PPH) and the
incoming BCS SCF primary (5,896 PPH) operations?

RESPONSE:

(a) Confirmed. Please note that ifthe outgoing ISWLOCR cannot
msolve an address, the mail piece's image is l i e d and sent to the
RBCS operation and a unique fluorescent ID tag is sprayed on the mail
piece. Later, when the mail piece flows to the outgoing OSS operation
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1where a barcode is sprayed on the mail piece based on RBCS
processing and the mail piem is sorted.
(b) Not confirmed. Generally, mail pieces flowing through the outgoing

OSS operation have not been previously barcoded. Rather, these mail
pieces receive a barcode and are sorted in the OSS operation.
(c) Confirmed.
(d) Confirmed.
(e) Confirmed,

(9

While I am not an expert on MODS productivitiis. one possible
explanation for a higher MODS productivity on the Outgoing ISS is that

ISSMLOCRs have fewer bins (44 or 60 bins) than MPBCSs (96 bins)
and DBCSs (174 bins, on average). Fewer bins or separations imply
fewer bins to sweep, fewer jams, and less distance for clerks and mail
pieces to cover, and thus a higher productivity.
(9) The explanation in part (9 may also explain why the OSS MODS
productivity is higher than the productivitiesfor the Outgoing BCS
Primary, Incoming BCS MMP Primary. and the Incoming BCS SCF
Primary operations. MODS volumes in PI99, AP 11, reveal that the

OSS operation occurs on an MPBCS 3 times more often than on a
DBCS (see USPS LR 1-160, Schedule L. p. 14). Thls data is
consistent with the expbnation provided in part (e).
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KUUSPS-TZS-51.
Please refer to you response to KeySpan Energy's Interrogatory
which had almost
KUUSPS-T29-20 where you confirmed that one
10,OOO individual advance deposit BRM accounts, accounted for 28.6% of
the workhoun used in deriving the 951 PPH productivity for counting and
distributing BRM from data collected in 1989.
(a) Please confirm that you have adopted this 951 PPH productivii in
your colt study to derive the unit colt of counting and distributing
QBRM received in high volumes, as shown in LR-1-162, Schedule B,
page 2. If you cannot confirm, please explain.
(b) Please confirm that you have adopted this productivity in your cost
study to derive the unit wst of counting and distributing QBRM
received in low volumes, as shown in LR-1-162. Schedule B. page 3 If
you cannot confinn, please explain.
(c) Please confirm that the study conducted in 1989 included only those
offices in which BRMAS software was up and running, and that "[a]
substantial proportion of the BRMAS qualifed pieces which are
currently processedthrough the mechanizedlmanual process is
composed of rejects from BRMAS." See Docket No. RQO-1,USPS-T23, p. 6.
(d) Please confirm that Sie 10, the ofke that contributed 2,217.9 or
28.6% of the study's workhoun distributing 1,301.712 &en to 9.960
accounts. was Denver, CO. If you cannot confirm, pkase explain and
identfy the postal facility in question.
(e) Please describe specificrlly the sorting and counting operstions at Sie
10 during the 1989 study period as they related to the procsssing of
BRM reply mail pieces. and contrast those operations with the sorting
and counting operations in effect today el Sits 10. In your answer,
pkase Include a description ofthe number and type(@of squipment
rvailable to sort and count BRM latten,then and now. as well as the
portion of BRM now received that consists of QBRM.
(f) Please confirm that if Site I O m u removed from the analysis. the
derived produdivity would have been 1.097 PPH, 15% higher than the
productivity of 951 PPH. If you annot conf~rm,please provide the
derived PPH if Site 10 had been removed from the analysis.
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)<VUSPS-T2B.51 (continuos
(g) Pkase confirm that if you had wed a PPH of 1,097 in your cost
analysis (instead of the 951 PPH you did use), tJm unit cost for
processingQBRM received in hgh volumes would be reduced from
2.0 cants to 1.61 c8nts If you cannot confirm. how would substiiution
of a 1,097 PPH productivity factor change your derived 2.Occnt unit
coot to sort and count QBRM received in hioh volumes?
(h) Does Site 10 wrrently sort QBRM M e n by automation to almost
10,000 accounts?
(i) Are there any other sitcs in the country that are bet up similarly to Site

10, with so many separate accounts in one Mice? If your answer is
yes, please identify such postal facilities and, for each site, provide a
list showing the number of accounts, the averaw annual volume per
account, the method(s) used to sort QBRM to the final recipient, the
method@)used to count QBRM volumes, and a statement concerning
whether the methods used for sorting and counting QBRM are dflerent
for high volume and low volume recipients and Hmether such methods
have changed since 1989.
(j) If your answer to part (i)is no,please explain how (1) the operations of
Ste 10 can be representative of manual operations in other off7ces as
you inherently assume, and (2) how your field observations confined
that those manual operations have not changed since 1989.
RESPONSE:
Please note that the Library Reference that you refer to throughout this
question should read “LR-1-160” and not ’LR-1-162.”
(a) Not confirmed. Ihave adopted the 951 PPH productivityin my cost
study to derive the unit cost of countingand sorting QBRM received in
high volumes. To my knowledge. 951 PPH captures the productivhy
for those pieces counted manually q a r d b s s of-

volume receked.

(b) Not confirmed. I have adopted the 951 PPH p d u d i in my cost
study to derive the unit cost of counting and sorting QBRM received in
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1low volumes. To my knowledge, 951 PPH captures the productivity for

those pieces counted manually regardless of the volume received.
(c) confirmed.
(d) I cannot confirm the identity of Site 10 because I do not have a listing
of the actual site locations.

(e) I cannot answer this question because I do not know the identity of

Site 10.

(9 Confirmed.
(8) Confirmed.
.

(h) I cannot answer this question because 1 do not know the identity of
Site 10.
(i) Although I do not know the identity of Site 10, I have identifed two

sites in PERMIT with the highest number of separate BRM accounts in
one office. Please see Attachment Ifor a table containing the
following data for each site: (1) BRM type;(2) total number of BRM
accounts; and (3) average annual volume per account. The two

identfied sites correspond to Uts sites identified in Attachments Iand
2 of my response to wUSPS-T2949. You can look up t b current
counting method in Attachment 2 in that response. Ido not know the

method used to sort QBRM to the final recipient at either site. Lastly. I
do not know whether the methods used for counting QBRM are

-
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~ o r ~ o n to
r eKENSPS-T28-SI Icontlnud)
different for high-volume and low-volume recipients or whether such
methods have changed since lQ89.
(j) Not appliible.
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ATTACHMENT 1
BRM DATA FOR RESPONSE TO KE/USPS-T29-51 (I)
FY99 (AP6) THROUGH FY2000 (AP6)
average
annual
volume I
SitelERM type 111 of accounts laccount
1211 ozltrs
I
2571 26,156

21,013
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KEIUSPS-T29-52.
Please refer to LR-I-16OL where you compute the unit QBRM savings.
(a) Do mailers of QBRM reply envelopes have reason to go to a post
office window to buy postage to send out their QBRM? If yes, please
explain.
(b) Do mailers of reply envelopes with handwritten addresses have reason
to go to a post office window to buy postage to send out their reply
envelopes? If not, please explain.
(c) Did you include window service cost savings in your analysis of QBRM
cost savings? If yes, please explain how such savings are factored into
your analysis.
(d) Piease confirm that USPS witness Daniel estimates that in the test
year, an average First-class single piece letter incurs window service
costs of 1.6 cents. See LR-1-191B (revised), spreadsheet SP letters
combined, where the total cost of $755,467,000 is incurred by
47,984,446,747 letters. If you cannot confirm, what is the average
window service cost incurred by a First-class single piece letter in the
test year?
(e) What is the total cost to print and distribute First-class stamps for the
test year?
RESPONSE:
(a) No.
(b) Yes. My response to this question assumes that when you refer to
‘reply envelopes with handwritten addresses,” you are referring to
Courtesy Reply Mail envelopes.
(c) No. Only mail processing costs were factored in my analysis.

(d) Confirmed. Please note that the correct cite is LR-I-QlA.
(e) I am informed that the test year cost of printing First-class stamps is
$209,827,000. I am also informed that stamp distribution costs are
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Rewonse to KEIUSPS-129.52 (continued)
treated as institutional and not assigned to class of mail. Therefore, I

can not provide the cost to distribute First-Class stamps.
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OCAIUSPS-T29-1.
Please refer to Figure 1 on page 8 of your testimony. The mail flow
diagramed here begins at the incoming primary, Other than the boxes
marked "BRMAS Operation" and "Postage Due Unit," are there any
differences in operations between the advance deposit BRM mail flow and
that of an identical mail piece with a stamp instead of the BRM indicia?
RESPONSE:
This response is provided under the assumption that an "identical mail
piece" contains both a preapproved. preprinted POSTNET barcode and
an approved Face Identification Mark (FIM) indicating that the mail piece
contains a POSTNET barcode. Other than the BRMAS Operation and
Postage Due Unit, there are generally no differences in operations
between the advance deposit BRM mail flow and that of an identical mail
piece with a stamp instead of the BRM indicia.
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OCAIUSPS-T29-2.

Please respond to OCNUSPS-T29-1 for Figure 2 on page 12 of your
testimony.
RESPONSE:
This response is provided under the assumption that an "identical mail
piece" contains both a preapproved, preprinted POSTNET barcode and
an approved Face Identification Mark (FIM) indicating that the mail piece
contains a POSTNET barcode. Other than the BRMAS Operation and
Postage Due Unit. there are generally no differences in operations
between the non-advance deposit BRM mail flow and that of an identical
mail piece with a stamp instead of the BRM indicia.
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OCAlUSPS-T29-3.
Please respond to OCAIUSPS-T29-1 for QBRM.

RESPONSE:
This response is provided under the assumption that an "identical mail
piece" contains both a preapproved, preprinted POSTNET barcode and
an approved Face Identification Mark (FIM) i'ndicating that the mail piece
contains a POSTNET barcode. Other than the BRMAS Operation and
Postage Due Unit, there are generally no differences in operations
between the QBRM mail flow and that of an identical mail piace with a
stamp instead of the BRM indicia.
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OCAIUSPS-T29-4.
Please refer to LR-1-160, Section L and to the Commission's Opinion and
Recommended Decision, Docket No. R97-1, paragraph [5198], pages
326-327. The Commission's observation was that single-piece mail that
would benefit from proposed discounts for PRM and QBRM consisted of
mail pieces that were already mostly barcoded and already generating
cost savings. Did you consider using courtesy reply mail as a benchmark
for QBRM instead of hand written mail? Please explain fully.

RESPONSE:
No. I did not consider using courtesy reply mail as a benchmark for
QBRM. A handwritten mail piece is the more appropriate benchmark
because households must generate handwritten mail pieces when no
preapproved, prebarcoded reply mail pieces are provided.
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OCAIUSPS-T29-5.
Prior to the incoming primary, are there any operational cost differences
between a QBRM mail piece and an identical mail piece which has a stamp
applied? Please explain fully.

RESPONSE:
Prior to the incoming primary operation, I am not aware of any cost
differences between a QBRM mail piece and an identical mail piece which
has a stamp applied.

6045

.-

RESPONSE OF UNITED STATES POSTAL SERVICE
WITNESS CAMPBELL TO
INTERROGATORY OF OFFICE OF THE CONSUMER ADVOCATE

OCAIUSPS-TZ9-6.

Other than the 8.9 percent you have assumed as post office box destination,
what proportion of QBRM is destined for firm holdout, Le.. avoids carrier
delivery?

RESPONSE:

Other than the 8.0 percent I have assumed as post office box destina:ion.

1 do not know the proportion of QBRM pieces that avoid carrier delivery
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OCNUSPS-TZ9 *9.
Assume an individual returns a QBRM piece, but mistakenly places a
First-class stamp on the mail piece. Please describe all processing
differences and cost differences which would result.

RESPONSE:
The above assumption generally would result in no processing difference
or cost difference except when one of the following scenarios occurs.
Scenario 1
If a mistakenly placed stamp covers the face identification mark (FIM) on a

O B R M piece, then the mail piece may not be isolated during the outgoing
facing and cancellation operation. In this instance, the mail piece would be
routed to an Optical Character Reader rather than going directly to an
outgoing primary operation with other QBRM pieces. The result is one extra
processing step for the stamped QBRM piece, implying a higher cost than

for non-stamped QBRM pieces.

Scenario 2
Some non-profit organizations suggest that an individual who returns a BRM
piece voluntarily place postage on the mail piece. By doing so. the individual
helps to reduce the organization's postage costs. Those BRM pieces with
stamps are processed no differently than BRM pieces without stamps.
However, the organization may request a credit or refund for the amount of
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Resoonse to OCA/USPS-T29-9 fcontinued]
postage affixed to BRM pieces. In this instance, !he Postal Service
incurs some costs that are not normally incurred by BRM pieces.' More
specifically. these costs are typically incurred when a clerk processes a
reimbursement request. A QBRM mail piece bearing a stamp mistakenly
placed on the mail piece may, in some cases, incur these costs.

* A business reply permil holder is charged for the work hours used lo process lne refund per
544 5922.3.10.

DMM
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How are window service stamp selling costs allocated to subclasses and/or rate
categories of mail?
RESPONSE:

I am informed that the treatment of window service stamp selling costs can be
found in the Cost Segment 3.2B workpapers of witness Meehan (USPS-T-11).
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OCAIUSPS-T29-14.

Please provide a description of each of the four types of Stamped Cards.
a.
b.
c.
d.

single-cut
single-sheet
reply card
banded

RESPONSE:

a. Please see witness Mayo’s testimony at USPS-T-39, page 150.
b. See my response to part (a).
c. See my response to part (a).
d. Banded stamped cards are stamped card bundles with a band around them.
Banded stamped cards are typically sold in Postal vending machines in packs
of five.
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OCAIUSPS-T29-15
Your testimony at page 31 states: "Test year costs for Stamped Cards are based
solely on contract prices negotiated with the U S . Government Printing office.
These costs include materials, printing, and distribution." Please provide these
costs. Please also provide the derivation of the unit costs in Table 4.
RESPONSE:

To my knowledge, the Postal Service does not maintain a breakdown of
materials, printing, and distribution costs incurred by the US. Government
Printing Office. The Postal Service agrees to pay the negotiated price to the
Printing Office as with any other supplier.
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OCNUSPS-129-16.
Please refer to your Workpaper 111-4. Explain the use you make of the first three
and 'CPI Index".
numbers labeled "CPI-U BY," "CPI-U PI,"
RESPONSE:
'CPI-U B Y represents the Consumer Price Index - All Urban Consumers in the
base year. 'CPI-U

PI"represents the Consumer Price Index - All Urban

Consumers in the test year. The CPI index is the ratio of CPI-U TY I CPI-U BY.
To estimate the test year Philatelic Fulfillment Service Center (PFSC) customer
service cost, I multiplied the CPI index by the base year PFSC customer service
cost (see workpaper 111-5, [SI). Footnote [9]in workpaper 111-4 should read as

follows:
[3] BY PFSC Customer Service Cost.

An erratum is forthcoming to correct the error.
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OCNUSPS-T29-17.
Please refer to your testimony at page 27. Explain what you mean by
"coordination with the Library of Congress."
RESPONSE:
"Coordination with the Library of Congress" refers to the Postal Service
forwarding periodicals eligibility applications to the Library of Congress (LOC) for
review. If the LOC finds that the periodical meets their own criteria for value to
the general public, then the LOC assigns a unique International Standard Serial
Number (ISSN) to the periodical for purposes of cataloging the publication in the
Library of Congress.
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TO INTERROGATORY OF OFFICE OF THE CONSUMER ADVOCATE
OCAIUSPS-T29-18.

Please refer to your answer to OCNUSPS-T29-14. Please provide an example
of each of the four types of Stamped Cards as a library reference.
RESPONSE:
Ihave provided one example of the following stamped card types as USPS

Library Reference 1-311: (1) single-cut, (2) reply, and (3) banded (pack of five). A
single-sheet of stamped cards has not been provided. It is the equivalent of 40
single-cut stamped cards before they are cut into single cards. I am informed
that printers use sheets of 40 stamped cards because they are convenient to use
on printing presses. There are no other differences between single-cut and
single-sheet stamped cards.
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OCNUSPS-T29-19.
Please refer to your answer to OCARISPS-T29-15. Please supply a copy of the
Stamped Card contract with the U S . Government Printing Office as a library
reference.
RESPONSE:
Attached is an internal Government Printing office document specifying the most
recent stamped card printing and distribution costs (per thousand cards). These
costs were relayed to the Postal Service and verbally agreed upon.

As soon as a

copy of the Stamped Card contract can be located, it will be filed as a library
reference.
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RESPONSE OF THE UNITED STATES POSTAL SERVICE
WTNESS CAMPBELL TO
INTERROGATORY OF STAMPS.COM
STAMPS.COMIUSPS-T?D-l.
Reference your testimony, at page 38, that states that a QBRM mail piece
is defined as BRM letters and cards 'which are automation compatible,
have both a FIM C and a unique ZIP+4 barcode, and have qualified for
BRMAS processing.' Reference also LISPS'S Information Based Indicia
(IBI) program, which sets out the address verification, correction, and
printing requirements for IBI mail.
(a) Please confirm that all Information Based Indicia (IBI) First Class Mail,
like QBRM mail, is automation compatible, has a FIM Code, has a
verifmd address, has a current USPS approved nine-digit ZIP Code,
and has a Delivery Point Barcode. If you disagree, please explain
why.
(b) Please identii all features of any USPS-approved IBI postage for First
Class letters or cards which have any characteristics that differ from
QBRM in such a way that it could cause the Postal Service to incur
either greater costs or lesser costs than QBRM.
(c) Please state and explain your opinion as to whether the amount of
QBRM cost avoidance for mail processing (which you, on page 39,
define as the difference in mail processing costs between a
prebarcoded First-class Mail piece and a handwritten First-class Mail
piece) would be any greater or lesser than that for USPS-approved IB1
First-class mail Letters or cards.
(d) Table 7 on page 39 of your testimony presents what you say are
"simple assumptions" that adapt witness Miller's-modelso that you can
model QBRM and handwritten mail flows. Would these assumptions
be equally applicable to all USPSapproved IBI postage for First Class
Mail? Please explain any negative answer.

RESPONSE
(a) Not confirmed. While Iam not an Infonnation Based Indicia (1st)
expert, B is my understanding that not all Information Based Indicia
First Class Mail complies with the standards in the Domestic Mail
Manual for automation compatible mail. Specifically, a customer may
use this form of postage for mail that exceeds size, shape, and weight
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Resoonse to STAMPS.COMIUSPS-T29-1 (continued)
limitations for automation compatible mail. Unlike QBRM where the
type and weight of the mail has been predetermined (Le.,102.. 2 02..
or card), mail bearing an IBI can contain anything the customer
decides to mail that is acceptable for the class of mail being presented
(e.g., several photographs in an envelope mailed at First Class rates).
Consequently, we have no assurance that use of an IBI as postage on
a mail piece will guarantee automation compatibility.

In addition, it is my understanding that some mail pieces with IBI
postage may not have a FIM code. For example, the Stamps.com
user may elect to turn off the FIM so that the marking does not appear
on an envelope. Wfihout a FIM code on the envelope, the mail piece

is not held out in the canceling operation along with other FIM pieces,
and, consequently encounters more mail processing operations (Le.,
added costs)than a mail piece with a FIM code.

Another issue to consider is that since 181mail pieces and labels are
produced with personal computers and home or ofice printers, at
times mailers may push their printer cartridges a bit too far, producing
barcodes and indicia that Postal automation equipment may have
difficulty processing. Or mailers may use an envelope that is the
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ResDonre to STAMPS.COMIUSPS-T29-1 (continued)
wrong sue, which could result in a barcode or FIM being printed
outside the acceptable read zones for automation processing.

As discussed in witness Fronk’s response to E-STAMP/USPS-T33-lI it
is also important to recognize that all IBI vendor products are not the
same. While the Simply Postage product prints the same kind of
indicia (two-dimensional barcode) as the Stamps.com product, it does
not incorporate the ability to check address hygiene and it does not
print a delivery point barcode on the mail piece.
...

It is my understanding that the vision of the IBI program has been to
enhance the convenience of the mail by bringing the Post office to the
people. A goal of the IBI program is to work with vendors to make a
range of products available to mailers. thereby meeting different mailer
needs. While producing mail pieces that meet the requirements of
automationcompatibility is also a program consideration, initial
program efforts have not been geared toward creating an 181pool of
mail homogeneous enough to qualify for a new discount.
(b) Again, please recognize that Iam not an 181expert. As discussed in
my response to part (a) above, it is my understanding that mail pieces
bearing USPS-approved 161postage could differ from QBRM mail
pieces in a number of ways. First, a mail piece bearing USPS-
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Rerponre to STAMPS.COM/USPS-T29-1 (continued1
approved IBI postage may exceed size, shape, and weight limitations
that a QBRM mail piece must meet. Second, the label containing the
IBI indicia may not contain a FIM. Third, an addrese label containing a

Postnet barcode could be affixed to the mail piece so that the barcode
was outside the read zone of our automation equipment.

Another consideration is that some personal computer and home
office/small office users could print indicia and barcodes that are too
faint to process successfully, either due to a depleted printer cartridge
or to a printer matfunction. Or, mailers could use the wrong-sized
envelope so that FIM D or postnet barcode was out of posRion for our
automation equipment.
(c) It is premature to formulate an opinion regarding the cost avoidance of

a mail piece bearing USPS-approved 181postage. As discussed in
parts (a) and (b) above, there are many issues to be considered before
making any kind of cost avoidance determination. The Postal Service

will continue to look at the issues presented above as well as new
ones that may surface in the future.

(d) At this point, it is premature to make the comparison that you are
requesting. Again, as discussed m parts (a) and (b) above, there are
several issues to be considered before comparing mail pieces bearing
USPS-approved lBl postage with any other mail piece.
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STAMPS.COMILISPS-129-2.

Reference your testimony on page 38. Please confirm that the proposed
discount for QBRM is based solely on the cost avoidance that results from
the difference in mail processing costs between a preapproved
prebarcoded First-class Mail piece and a handwritten First-class Mail
piece. If the discount is based on any additional cost avoidance factors,
please explain and quantify the cost avoidance for each additional factor.
RESPONSE:

Confirmed.
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Please confirm that the proposed QBRM per-piece service fees ($0.03 per
piece with quarterly fee, $0.06 per piece without quarterly fee) are
intended to cover only the costs associated with counting, rating, and
billing QBRM for customers and are not intended to cover any part of the
mail processing costs of QBRM mail. If the QBRM per-piece service fees
are intended to cover any portion of mail processing costs, please explain
and quanti.

RESPONSE:
Confirmed.
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STAMPS.COMlUSPS-T?S-5.
Please confirm that the proposed QBRM Permit and Accounting Fees are
intended to cover only the costs associated with issuing the permit, and
accounting and administering advance deposit accounts, and are not
intended to cover any part of the mail processing costs of QBRM mail. If
these proposed fees are intended to cover any portion of mail processing
costs, please explain and quanti.

RESPONSE:
Confirmed.
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STAMPS.COMIUSPS-T29a.
Please confirm that the proposed 3 cent discount for QBRM does not take
into account any cost savings that result from QBRM mail not needing the
application of a postage stamp, thus avoiding the costs associated with
printing, distributing, and selling stamps. If the proposed 3-cent QBRM
discount does take into account such cost savings, please explain and
quantify.

RESPONSE
Confirmed.
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Referencing a document supporting your testimony, Library Reference
USPS LR-1-160, Section L. Cost Avoidance Calculation for QBRM
Discount. please confirm the following statements. If you disagree with
any statement, please explain why.
(a) Your calculated savings include savings in the video capture process.
(b) Your calculated savings include savings in the OCR process, including
benefits from mail quality.
(c) Your calculated savings do not include any savings in the production
and distribution of stamps.
(d) Your calculated savings do not include any savings in the cancellation
process.
(e) Your calculated savings do not include any savings in forwarding mail
to another address or returning it to sender.

RESPONSE:
(a) Not confirmed. My mail flow models begin after the "video capture
process", or image lifting. which takes place during the facing and
canceling operation. Idid not include the facing and canceling
operation in my models because both handwritten mail and QBRM
pieces flow through the operation.
(b) Confirmed. For purposes of this response, Iassume the term "mail
quality" refers to the quality of the address as it appears on the mail
piece.
(c) Confirmed. My models incorporate only mail processing costs.
(d) Confirmed. See my response to part (a).
(e) Confirmed.
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Please provide any studies on the costs of handling. processing,
forwarding and/or returning First-class Mail necessitated by an improper
address.
RESPONSE:

Please see USPS Library Reference 1-192 entitled 'USPS Address
Deficiency Study."
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STAMPS.COM/USPS T-29-9.
Reference your answer to Stamps.comNSPS-T29-1, wherein you state
that IBI mail users may produce barcodes and indicia that postal
automation equipment may have difficulty processing, or that such
barcodes, indicia, and FIM markings may be printed outside the
acceptable read zones for automation processing.
Does the Postal Service have an actual or estimated number for
the amount or percentage of IBI First Class mail which postal
automation equipment has difficulty processing, or for which a FIM
code is nonexistent or misplaced? If yes, please provide such
figures and the studies upon which they are based.

Has the Postal Service conducted any studies, or compiled any
data, on the extent to which IBI First Class mail users produce
barcodes and indicia that postal automation equipment may have
difficulty processing, or for which a FIM dode is non-existent or
misplaced? If so, please provide such information.

Is the Postal Service currently conducting any studies, or compiling
any data, on the extent to which First Class IBI mail users produce
barcodes and indicia that postal automation equipment may have
difficulty processing. or for which a FIM code is nonexistent or
misplaced? If so, please describe the studies or data compilation
that is being done.
RESPONSE:
(a)

I am not aware of any actual or estimated number for the amount or
percentage of IBI First-class mail which postal automation
equipment has difficulty processing, or for which a FIM code is nonexistent or misplaced.

(b)

Iam not aware of any study, or compiled data, on what you are

asking.
(c)

I am not aware of any study, or compilation of data, currently being
conducted on what you are asking.
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Has the Postal Service conducted or sponsored any studies or estimates
of the amount of I61 mail expected to be entered into the mail stream in
future years? If so, please provide a copy of all such studies and
estimates.
RESPONSE:
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CHAIRMAN GLEIMAN:

1

2

cross examination for the witness?

3

[No response.1

4

CHAIRMAN GLEIMAN:

If not, we will move to oral

5

cross examination.

6

examination, E-Stamp, Keyspan Energy, and Stamps.com.

8

'9

Three parties requested oral cross

Pursuant to our discussion earlier today, if

7

-

Is there any additional written

either E-Stamp or Stamps.com wish to cross examine, we will
let them go first.

Is that correct, Mr. Hall?

10

MR. HALL:

Yes.

11

CHAIRMAN GLEIMAN: But I don't see anybody here

12

representing either of those parties, which means that if

13

there is no one else to cross examine, that we will proceed

14

with Keyspan's cross examination of Witness Campbell, when

15

you are ready.
MR. HALL:

16

Thank you very much, Mr. Chairman.
CROSS EXAMINATION

17

BY MR. HALL:

18

19

Q

Mr. Campbell, how are you today?

20

A

Oh, fine, thank you.

21

Q

Good.

22
23

I'm going to be asking you some questions

on behalf of Keyspan Energy.
First, I note from reading your qualifications

24

that this is the first time you're testifying before this

25

Commission.

A" RILEY

& ASSOCIATES, LTD.
Court Reporters
1 0 2 5 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 2 0 0 3 6

(202)

842-0034
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Have you previously testified before any other

1

2

Commission or any court?
A

No, I haven't.

Q

Okay.

Now, you're responsible for preparing and

presenting cost estimates for - - I have sort of a blank here
- - special services, including BRM and QBRM.

Now, I'm not sure, is it about 15 or so different

-

8

special services?

9

accurate.

I did a hand count, so it may not be

10

A

I think it's more along the lines of ten.

11

Q

Okay. And it also includes non-letter-size BRM?

12

A

Correct.

13

Q

Okay.

Now, your qualifications also indicate that

14

you've been since joining the Postal Service, which you did

15

do in 1 9 9 8 , you have been working on costing issues with a

16

primary focus on special services and qualified business

17

reply mail.
Can you tell us more specifically what your

18
19

assignments have been in other proceedings or in connection

20

with other proceedings before this Commission?

21
22

A

I have not been directly involved with any

proceedings before this Commission.

23

Q

Well, what about MC99-2?

24

A

I was not directly involved in that.

25

Q

Did you provide any support to the people who were

RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 2 0 0 3 6
ANN

(202) 842-0034

6070

-

1

2

A

No.

3

Q

But you're generally aware of what went on there?

4

A

Yes.

5

Q

Now, can you tell us when you first got the

6

assignment to prepare the special services costing for this

7

case?

8
9
10

-

involved in that case?

I would say approximately at the beginning of

A
1999.

Q

Now, with respect to QBRM issues, and

11

non-letter-sizeBRM issues, how did your taking on this

12

assignment go?

13

Did you have a meeting with your manager and other folks?

14

Did you have a meeting with your manager?

Yes, I think that in March of 1999, I believe my

A

15

manager, Doug Madison, asked me to take on the task of

16

providing updated and new cost data for qualified business

17

reply mail and the other business reply mail categories as

18

well.

19

Q

Again, focusing primarily on QBRM and - - I guess

20

at the time, there was no such thing as high-volume

21

non-letter-size BRM, right, except in an experimental

22

category?

23
24
25

A

Correct. We had an experiment going on.

I don't

believe it was called high-volume non-letter-sizeBRM.

Q

Okay.

Now, when you, as you say, received your
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1

instructions to obtain updated and new costing information

2

for QBRM, what specific instructions, if any, did you

3

receive?

4

A

5

study that was conducted in the beginning of FY97, any

6

relevant data that could be used to somehow de-average QBRM

7

based on the results of that study.
In addition, I was told to go out and study in

8
9

10
11

-

Generally, my task was to incorporate a practices

field visits, business reply mail activities, which, in
fact, I did.

Q

And did you have any discussions with your

12

managers or others regarding, for example, - - well, let me

13

ask you a preliminary question here.

14

"deaveraging," would you like to explain for the Commission

15

what you mean by that term?

16

A

Yes.

You used the term

The Commission may be familiar with the

17

recommendation made in R97 based on Witness Glick

18

representing MPA, that we incorporate specific end of run

19

counts from the Business Reply Mail Practices Study. When I

20

say deaverage, I simply mean to take the percentages of

21

volume, it is a volume based study, and to apply that to the

22

current volumes of BRM to somewhat deaverage by counting,

23

rating and billing methods based on specific characteristics

24

of BRM.

25

Q

And is the idea of the deaveraging to reach - -
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1

what you have deaveraged in this case are low and high

2

volume QBRM, is that right?
A

3

However, at the time that was

4

not the objective.

5

of this useful data as we possibly could, and, subsequently,

6

I did.

7

Q

8

-

That is correct.

The objective was to incorporate as much

And you were also to look for areas where you

needed updated or new data?

9

A

To the extent possible, yes.

10

Q

Right. Now, when you received your assignment,

11

did your manager or anybody else in management give you any

12

preliminary views about what they thought the results should

13

be?

14

A

No.

15

Q

Did they give you any indication of how they

16

thought, or what types of studies or new data you should be

17

looking for?

18

A

Well, again, my manager suggested that I

19

incorporate the study done in FY '97, the Business Practices

20

Study.

21

Q

And do I understand that was done just for QBRM,

22

that resulted in the proposal for a

23

case?

24
25

A

6

cent QBRM fee in that

Some of that data was used in R97-1 in Witness

Schenk's testimony.
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1

I would like to explore with you sort of how your

2

manager, or the people that you spoke to at the time you

3

were made the assignment to explore QBRM rates and fees, how

4

they sort of framed the issue for you. What did they tell

5

you about what happened before and what they thought was

6

relevant to the inquiry, or to the journey that you would

7

begin?

8

A

9

Well, at the beginning I was instructed to

certainly review past cases, particularly paying close

10

attention to R97-1. So I was certainly aware of the outcome

11

of R97-1, as well as R94 and R90.

12

-

Q

Q

And what, in particular, did they ask you to look

13

for or point out to you with respect to the R94-1 and R90-1

14

cases?

15

A

Those were sort of - - those were used simply as

I believe you can't really conduct a

16

historical background.

17

study without knowing the history of the special service

18

that you are dealing with.

19

P

So, is one of the things that you looked at the

20

study done by Hien Pham that was part of the record, and

21

incorporated in the record in R90-l?

22

A

Yes, I reviewed his testimony, that is correct.

23

Q

Am I also correct that, at least at the time your

24

wrote your testimony, you hadn't looked at the 1987 BRM

25

study?
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-

1

r'k

I was not aware of the 1987 study, primarily

2

A
becauseywas based on one site.

3

that as a study.

I didn't really consider

4

Q

But you said you weren't aware of it at the time?

5

A

Right.

6

Q

Okay.

Now, one of the things that you did review,

7

I believe you indicated, was the Commission's recommended

8

decision in R97-l?

9

A

I'm sorry. Could you repeat the question?

10

Q

I believe you said that one of the things that you

11

did review in preparing to begin work on your testimony on

12

this QBRM issue was the Commission's recommended decision in

13

R97-1?

14

A

Correct.

15

Q

So, you were aware in that case that the

16

Commission had adopted a proposal for Prepaid Reply Mail, or

17

PRM?

18

A

Yes, I was aware of that.

19

Q

Were you aware of the subsequent history with

20
21
22

23

respect to the PRM issue?
A

I was aware of the history following the decision,

or the recommended decision by the Commission.

Q

And what, anything, did management inform you

24

about or tell you you should be looking to, or reviewing

25

about, in particular, the Governors' decision rejecting PRM?
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1

2

3

My recollection is they simply wanted me to be

aware of it in light of my conducting a study.

Q

And, so, they simply told you that this had

4

occurred, and you put that in your data bank - - in your

5

brain, at least, and said, okay, that I know?

6

A

Exactly.

7

Q

Okay.

Did you at that time actually review the

8

two Board of Governors’ decisions that dealt with PRM and

9

QBRM?

10

A

Y e s , I believe I did at that time.

11

Q

And what do you recall sticking out from those

12

13

-

A

opinions as you first read them?
A

My recollection is that the one item that sticks

14

out is that the Board of Governors did not recommend the

15

implementation of PRM.

16

Q

Well, I would like to pass you a copy of that

17

decision, if I may, and I have a copy for your counsel

18

and - - do you already have a copy?

19

A

COMMISSIONER LeBLANC: Mr. Tidwell, have you got a

20
21

Not with me, no.

copy?

22

MR. TIDWELL: Yes, sir.

23

COMMISSIONER LeBLANC: Okay.

24

[Pause.I

25

BY MR. HALL:
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1

Q

2

that I want to discuss with you and in particular if you

3

could turn to page 5 and review that briefly and then see if

4

that refreshes your recollection as to any conversations you

5

may have had with your managers at the time you were

6

assigned the task of developing a deaveraged rate for QBRM.
[Pause.I

7

BY MR. HALL:

8

-

What I have passed you is just the relevant pages

9

Q

Are you ready?

10

A

Yes.

11

Q

So does that refresh your recollection as to any

12

further discussions you may have had with management at that

13

time?

14
15

16

A

No, it doesn't. This looks familiar.

I don't

recall anything else.

Q

Well, in the middle paragraph on page 5 the Board

17

of Governors is describing certain concerns they had and

18

certain disappointments with the current state of affairs

19

regarding business reply mail, aren't they?

20

A

It appears that way.

Yes.

21

Q

Right. But your managers didn't give you any

22

special instructions or point you in any way toward the

23

specifics that are dealt with in this paragraph?

24

25

A

No.

My recollection is that we considered, in my

group we considered these operational issues and my
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1

objective was to capture costs the way BRM is actually

2

processed, counted, sorted, rated and billed.

3

Q

4

managers or did they ever volunteer to you the notion raised

5

in the first paragraph on page 5.
Let me read what the Governors said, "We expect

6

-

When you read this, did you ever inquire of your

7

that interested parties will continue to explore other ways

8

in which the First Class mail stream can be made a more

9

attractive medium for the transmission of reply

10

correspondence and transactions on which postage is paid by

11

the recipient.

'I

12

A

What was your question?

13

Q

My question is did you ever have any discussions

14

as you were preparing to present your recommendations and

15

your cost estimates in this case, did you have conversations

16

with your managers or other people in your department

17

regarding contacts with other interested parties, such as,

18

for example, perhaps Keyspan Energy?

19

A

As I recall, my manager conveyed the fact that BRM

20

is a valuable service and that we would like to continue to

21

provide a valuable service and to retain BRM volume.

22

is what I recall.

23

Q

That

Well, in that connection did he happen to mention

24

the Governors' disappointment in the degree to which there

25

were suggestions that the automated BRM accounting program
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1

has not met the expectations that the Postal Service

2

originally had for it?

3
4

5
6

A

referring to?

Q

Actually, counting more than accounting, but that

seems to be the term that they used here.
I think it is pretty clear from the context but

7

8

perhaps you could confirm for me that they are really

9

talking about the per piece fee and the counting of BRM more

10

-

When you refer to accounting, what are you

than just the accounting. Is that right?

11

A

I think you're right.

12

Q

So there were no specific discussions that you

13

recall having with your management about a directive or a

14

concern that the Board of Governors had voiced in this

15

document that we are discussing.

16

A

I recall that there was definitely a concern. It

17

did not specifically relate to my objective that I was

18

given.

19

Q

Well, I guess part of your objective was to come

20

up with new and updated data if that were appropriate,

21

wasn't it?

22

A

AS I felt appropriate, yes.

23

Q

Right, and so I guess one of the areas of inquiry

24

could have been what has been done in light of the expressed

25

concerns of the Board of Governors in this document since
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1

the time that the Governors issued it that might have an

2

impact on what you were doing - - but you don't recall any

3

specific discussions that you had on that topic?

4

A

No.

.5

Q

Do you see toward the end of that paragraph, where

6

the Board of Governors say, "We anticipate that management

7

w i l l explore would such factors as the volume received per

8

reply mail account materially affect costs and should

9

influence the fees charged to different reply mail

10

accounts." ?

11

A

12
13

-

I see that and I believe that our proposal

actually does exactly this.

Q

Okay.

Well, we will get to explore that in a few

14

minutes here. And do you read the last sentence there as a

15

directive from the Board of Governors that management should

16

be doing something to rectify the situation of QBRM not

17

living up to its promises?

18

Let me read it to you.

It says, "The Postal

19

Service must seize this opportunity to explore improvements

20

within reach and to determine whether the universal QBRM per

21

piece fee accepted in this proceeding is an appropriate

22

long-term solution." Now, aside from the work that you

23

undertook independently, did you discuss with your managers

24

what steps had been taken so that the Postal Service could

25

seize the opportunity to explore improvements?
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1

A

I recall having spoken with individuals in

2

operations to see the current state of BRM, and whether or

3

not specific programs were in place to improve QBRM.

4

Q

And what were your findings when you did that?

5

A

I was unable to find anything specifically in the

6

works.

7

Q

Did they tell you that they were taking this thing

8

seriously and had definite plans that might be implemented

9

by the test year in this case?

10
11

12

A

Could you repeat the question, please?
MR. HALL:

Let's have the reporter read it back,

if we could, please.

13

[The reporter read the record as requested.]

14

THE WITNESS:

To answer your question, I don't

I_

15
16

recall any specific plans.
MR. HALL:

I would like to show you now the - -

17

hopefully what is the other document that the Board of

18

Governors issued that day. Do you have a copy of that?

19

MR. TIDWELL:

20

MR. HALL:

21

MR. TIDWELL:

22

MR. HALL:

23

What is it?

The Board of Governors' other decision.
The BRM and CEM?

Prepaid reply mail and courtesy

envelope mail.

24

MR. TIDWELL: Yes.

25

MR. HALL:

Okay.
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1

[Pause.I

2

BY MR. HALL:

3

-

Q

Do you see on page 3 of that decision in the first

4

full paragraph or perhaps it is the second one that begins,

5

“In our principal decision today” - - in the last sentence

6

the Board of Governors is stating, “Accordingly we are

7

encouraging management to review potential alternatives to

8

the QBRM per piece accounting fee we have approved, and to

9

explore further such matters as the extent to which reply

10

mail volumes should influence fees charged to different

11

recipients.

12

A

Yes, I see that.

13

Q

And I take it you don‘t have any specific recall

‘I

14

of any discussions on this topic, which is pretty similar to

15

the one we have already discussed?

16

A

Correct.

17

Q

At the bottom of that page, there’s a sentence

18

that reads, “Current reply mail recipients who may be

19

anticipating the establishment of PRM still have an

20

incentive to work with the Postal Service in exploring

21

possible improvements to QBRM which reflect operationally

22

feasible accounting options and which meet appropriate

23

revenue protection standards.”
Do you see that?

24
25

A

Yes, I do.
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Q

1

And when they use the term ffaccountinglt
there

.2

again you understand as I do that they are really talking

3

about

'I

4

A

Yes.

5

Q

Now do you know of your own knowledge or did

6

management or your manager tell you what other current reply

7

mail recipients who may be anticipating the establishment of

8

PRM were?
Did they identify any for you?

9

A

10

-

counting"?

My recollection is that the higher volume BRM

11

customers were proponents of PRM, I don't recall

12

specifically, perhaps with the exception of Brooklyn Union

13

Gas.

14

Q

Do you know if Brooklyn Union Gas in any of its

15

then or subsequent incarnations tried to contact the Postal

16

Service about doing just that?

17
18

19

A

Yes, I do.

I recall, I believe I sat in on a

meeting when - -

Q

I think what we are talking about is as you were

20

coming to prepare your testimony. We haven't progressed

21

beyond that state.

22

A

I am talking about a meeting in 1 9 9 9 where Planet

23

Codes was introduced as a potential solution to the BRM

24

situation.

25

THE REPORTER:

Planet Codes?
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1

THE WITNESS:

2

BY MR. HALL:

3

And whatever - - well, were there any discussions

Q

4

that you had with your managers about whether or not you

5

should seek input from high volume QBRM customers such as

6

Brooklyn Union or Keyspan Energy as you were reviewing your

7

options and seeing what solutions you could find that were

8

consistent with the objectives laid out for management by

9

the Board of Governors?

10

No, My recollection is that my manager encouraged

A

11

me to visit plants where there were perhaps some high volume

12

BRM customers processed at those plants.

13

-

That is correct.

Q

But he didn't say he knew of one or more large

14

volume QBRM customers that might be champing at the bit to

15

assist you in your studies?

16

A

Not that I recall.

17

Q

I apologize, Mr. Campbell.

I was looking for a

18

document.

19

you'll indulge me if I just read the portion.

20

short.

21

I thought I had more copies of it, but perhaps

It's fairly

As you were receiving instructions and discussing

22

with your management, what the scope of your effort would be

23

in connection with QBRM fees, did they have occasion to show

24

you or discuss with you, a response that the United States

25

Postal Service had made to the Presiding Officer's

RILEY & ASSOCIATES, LTD.
Court Reporters
1 0 2 5 Connecticut Avenue, NW, Suite 1014
Washington, D . C . 2 0 0 3 6
ANN

(202) 842-0034

6084

-

1

Information Request?
The response is dated June 18, 1999, and was filed

2
3

in MC-99-2, and that's, I believe, the case called

4

Classification and Fees for Weight-Averaged, Non-Letter-Size

5

Business Reply Mail.

6
7

A

I believe I have seen that.

contents.

8

Q

9

testimony?

10
11
12

I don't recall the

A

Did you see it before or after you filed your

I probably reviewed it shortly yfter it was sent

out, as I receive a lot of things in my

Q

Did you see in there, any undertakings that the

13

Postal Service was representing to the Commission, things

14

that would be especially focused upon in terms of improving

15

letter-sized QBRM processing and counting, and therefore the

16

rates?

17

A

I

18

Are you asking me if those were addressed in that

POIR?

19

Q

Yes.

20

A

I don't recall.

21

Q

Well, let me read a - -

22

MR. TIDWELL:

Perhaps the witness's recollection

23

would be refreshed if he were shown the entire document, so

24

that he could be given an opportunity to characterize it

25

more accurately.
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MR. HALL:

1

2

I don't have another copy. Do you, Mr. Tidwell?

I do not have one with me.

3

MR. TIDWELL:

4

CHAIRMAN GLEIMAN:

You could show it to the

5

witness, and counsel could join you over there for a moment,

6

just to make sure you were all playing o f f of the same

7

scorecard.
BY MR. HALL:

8

Q

9
10

Mr. Campbell, if I could ask you to read the

highlighted portion of the document I gave you?
MR. TIDWELL: You couldn't have picked a shorter

11

12

one?
MR. HALL:

13

-_

I would be happy to do that. As I say,

Mr. Tidwell, I believe you were the

14

author of that document, so I wouldn't characterize it as

15

too long.

16

MR. TIDWELL:

17

CHAIRMAN GLEIMAN:

18

I was just the messenger.
We can always take a short

break now.
MR. HALL:

19

I'd be happy to take that time, or I

20

could move on to another area and we could come back to

21

this, but I could take the time to make a copy or two and it

22

would be more convenient for us to discuss it. Would that

23

be appropriate?
CHAIRMAN GLEIMAN:

24

25

I think we can do that.

take ten.
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1

MR. HALL: Thank you.

2

CHAIRMAN GLEIMAN:

3

[Recess.I

4

CHAIRMAN GLEIMAN:

5

continue with that document?

6

MR. HALL:

7

-

Gentlemen, are we ready to

Yes, I am ready at this time, if the

witness is ready.
BY MR. HALL:

8

9

Then everybody can have a copy.

Q

First, if you could turn to page 2 of that

10

document, the Commission is - - pardon me.

11

Service is indicating that its accounting fee proposal had

12

yet to adequately isolate the different costs associated

13

with alternative accounting methods for BRM letters and

14

cards; do you see that?

15

A

Yes.

16

Q

Okay.

The Postal

And as a result, the five-cent per piece

17

QBRM accounting fee - - and, again, I think we're talking

18

about counting, really - - is based upon an average of the

19

cost of various methods, but primarily manual piece counts?

20

A

Correct.

21

Q

And this is a document from the Postal Service.

22

And even that says notwithstanding the intuitive notion that

23

there may be very significant cost differences among the

24

various accounting methods employed for reply letters and

25

cards, I assume that you would agree that with that
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1

intuitive notion, would you not?

2

A

I would agree.

3

Q

Now, on the next page, the Postal Service is

4

discussing what it's done in response to the Governors'

5

decisions that we've discussed previously.
And there it says that it has established two

6
7

objectives. And the first is to focus on improved

8

utilization of machine- or automation-based QBRM accounting

9

alternatives to the manual accounting method.
Do you see that?

10

-

11

A

Yes.

12

Q

And the second is to examine whether the fixed and

13

volume-variable costs of some alternative accounting methods

14

can be isolated in a manner which would permit a refinement

15

of the current one-fee-fits-allQBRM accounting scenario.
Now, with respect to the first focus or the first

16
17

objective there, did you have any discussions regarding

18

what, specifically, the Postal Service was doing or what it

19

was claiming that would be done to fulfill this objective?

20

A

It's my understanding - -

21

MR. HALL: Excuse me, let me just interrupt you.

22

We have a - - Commissioner LeBlanc, I was going to say that

?3

during the break, I left additional copies up by the

24

Chairman's seat, if you wall want to follow along.

25

recommend it, but - -
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1

COMMISSIONER LeBLANC: Thank you.

2

BY MR. HALL:

3

Q

So, do you have my question in mind?

4

A

I believe so.

5

Q

And what's the answer?

6

A

My recollection is that we discussed the need for

7

improved utilization of automation, however, we have

8

discovered that the reason BRM sometimes is pulled off

9

automation is because the automation is already being fully

10

11

-.

utilized.

Q

Well, did you do anything specifically at that

12

time to examine what more was occurring to improve the

13

automated utilization or processing factor for QBRM?

14

A

From a cost standpoint?

15

Q

From an operational standpoint, first.

16
17

Cost flow

from operations, in part, don't they?
A

Exactly.

Right.

Through my visiting a number of

18

sites, I observed at very early hours in the morning, the

19

high utilization of automated equipment, and the sometimes

20

conflicting need to get mail out the door and the objectives

21

to be met.
That's all I can say with respect to that.

22

23

Q

Well, when you say the need to get mail out the

24

door, do you mean the need to get mail other than QBRM out

25

the door?
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1

A

All mail.

2

Q

Okay, because QBRM is First Class, right?

3

A

Exactly.

4

Q

And it's entitled the same processing and speed of

5

6

A

Correct.

7

Q

Okay. Now, do you see further down on this page

8

here, that we're talking about the Postal Service is

9

committed to more fully utilizing its capacity to perform

10

automated or machine-based account where appropriate?

11

A

Yes, I see that.

12

Q

So,

13

-

delivery that any other First Class mail piece is; isn't it?

that was presumably a serious commitment;

wasn't it?

14

A

15

right.

16

Q

That is a serious operational commitment; you're

And if that's the case and we're now talking

17

about, I guess, the middle of 1999, and a fair amount of

18

time before we roll into the test year in this case, there

19

would be an opportunity for the Postal Service to make good

20

on that commitment; wouldn't there?

21
22

23

A

I guess it depends on what you mean by

opportunity.

Q

Time, addition of new machines. In that regard,

--

24

let me show you

are you aware that there is a Library

25

Reference in this case which shows, for example, deployment
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1

of DBCSs that has occurred over the last approximately 10

2

years, and is still ongoing at this point?

3

A

I am aware that that is the case.

4

Q

Okay.

5

which could be construed, if you wanted to be an optimist,

6

it could be construed as an opportunity for the Postal

7

Service to make good on the commitment that we have been

8

discussing in this document, how did you - - did you construe

9

that in a favorable light?

Did you say that, well, it l o o k s

10

like we really can get something done by the test year?

11

were you unaware of this?

12

-

Well, how did you factor that, for example,

A

Or

I believe I state in one of my responses to an

13

interrogatory, and in my testimony, that the Postal Service

14

has implemented RCR software upgrades which have improved

15

readability and upgrade ability of handwritten mail, as well

16

as machine printed mail.

17

rate, so that we have been able to eliminate the need to go

ia

to remote encoding centers. That has saved a lot of cost,

19

or we have taken a lot of cost out of the system.

We have almost doubled our upgrade

20

If that is the type of automation you are

21

referring to, then, yes, I am fully aware of those.

22

Q

Well, with all due respect, what you are talking

23

about is automation relating to upgrading the processing of

24

handwritten letters, isn't it?

25

A

Correct.
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1

Okay.

NOW, I didn't think we needed to do this,

2

but let's go back to QBRM. QBRM has a printed address,

3

doesn't it?

4

A

Right. QBRM does not go through the RCR system.

5

I was giving an example of some automation improvements we

6

have made.

7

Q

I wanted you to focus specifically on automation

8

improvements that would affect QBRM letters, not other

9

letters.

Is the DBCS deployment schedule which appears in

10

Library Reference 271 in this case, is that an example of

11

that type of improvement in equipment availability and

12

capacity for processing that you were thinking of?

13

-

Q

A

My understanding is that DBCSs are more or less

14

fully deployed with the exception of adding bin extensions

15

to some machines.

16

Q

That is my general understanding.

So, you thought that they wouldn't be - - well,

17

what would be the relevant period to look at here?

18

gathering data, I take it you have used data that basically

19

comes from either 1996 or 1997, haven't you?

20

A

Much of the data is from FY '97, correct.

21

Q

Right.

You were

So, anything that occurred as far as

22

equipment deployment for DBCSs after that time would be

23

relevant to a consideration of whether or not you could show

24

improvement in those factors by - - or percentages by the

25

test year, wouldn't it?
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1

In my discussions with operations personnel, there

2

were no significant changes in automation with respect to

3

the processing of Business Reply Mail between now - - between

4

1996 and the test year.

5

-.

A

Q

Well, are you aware that Witness Kingsley also

6

noted the overall increase in the percentage of First Class

7

mail, First Class single piece mail, I believe, that

a

receives automated processing?

9

statistics?

Were you aware of those

10

A

What specific statistics?

11

Q

The increasing percentage of the mail that is

12

processed on automated - - on automation, that is

13

specifically in the incoming secondary.

14

A

I am not familiar with that particular statement.

15

Q

Well, if, in fact, the statement or the statistics

16

are true, it would be something that you should take into

17

account in arriving at an appropriate percentage of volumes

18

processed during different - - using different methodologies,

19

wouldn't it?

20
21
22

A

I would feel more comfortable if I could see the

statement that was made by Witness Kingsley.

Q

Well, I am sure you will have a chance to review

23

it, it is in the record. And I don't have a copy here with

24

me today, but - -

25

MR. TIDWELL:

Is there at least a citation?
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MR. HALL:

1

Oh, I take it back, I do have a copy of

-.

2

it, because at least half of me is smarter than the rest.
MR. TIDWELL:

3

Then perhaps it might expedite

matters if we could show it to the witness before we ask
questions instead of asking him questions and then finally
deciding to show it to him.
THE WITNESS:

Thank you.

CHAIRMAN GLEIMAN:
9

Mr. Hall, please make an effort

to provide the witness with copies of materials. We

10

wouldn't want anybody to go stumbling ahead in the dark

11

here.
MR. HALL:

12

No, certainly. And I am very mindful

13

of that, and I want to move along to cross-examination as

14

quickly as possible for all concerned.

c

[Pause.1

15
16

17

Q

Have you had a chance to review the portion of

that document that I have pointed you to?

18

A

Yes, I have.

19

Q

For the record, could you indicate what the

20

percentage processed on automation in the incoming secondary

21

was for 1996, I believe it is?

22
23

A

There is one for FY '95 and FY '99 and a

projection into the test year.

24

Q

Why don't you give us those?

25

A

Right.

In FY '95 the percentage of letters
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1

finalized on automation for incoming secondary operations

2

for which actual figures were available, FY ' 9 5 , 7 8 percent;

3

FY ' 9 9 , 9 3 percent; and test year 2 0 0 1 , 9 4 . 1 percent.

-.

4

Okay, that indicates to you that roughly for

5

run-of-the-mill let's call them First Class letters that 9 4

6

percent in the test year were going to get processed on

7

automation as compared with 7 8 percent in 1 9 9 5 , is that

8

right?

9

percent of run-of-the-mill First Class letters were going to

10

get what you would characterize as manual processing, manual

11

sortation?

12

A

13

-

Q

And does that then imply that approximately 6

I'd actually like to see the data, if you have it,

for FY ' 9 8 , the base year versus the test year.

14

Q

You have what I have.

15

A

Okay.

16

Q

Is this something that you looked into at the

17

18

I can't make any general statements.

time?
A

My understanding is that, as the question

19

KE/USPS-T10-6 states, "There are currently over 4 8 5 0

20

delivery barcode sorters in place and that with the addition

21

of 270 more, deployment of this type will be completed by

22

September, 2 0 0 0 .

'I

23

Q

Is that the beginning of the test year?

24

A

Yes, that is correct.

25

Q

And so in other words through this deployment of
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1

these higher capacity sorting machines the Postal Service

2

for all intents and purposes had been doing a commendable

3

job in terms of increasing the percentage of mail that it's

4

processing on automated equipment, is that right?

5

fair reading of what you have seen there anyway?

I

6
7

8

9

-

A

Is that a

My understanding is that approximately 5 percent

more DBCSs will have been added by September, 2000

Q

--

That wasn't my question to you. My question was

whether the deployment of these additional DBCSs had

10

resulted in your opinion, based on the statistics that you

11

are reviewing there, in a commendable improvement in the

12

percentage of First Class mail that was processed on

13

automation in the secondary, incoming secondary.

14
15
16

A

It appears that since FY '95 that that would be

the case.

Q

Right. Now in your case your assumption for QBRM,

17

which we have agreed is also First Class mail and it's

18

really first and foremost First Class mail, isn't it?

19

mean any way you l o o k at it, it's First Class mail, correct?

I

20

A

It's First Class mail.

21

Q

And in terms of what the recipient has to pay, the

22

lion's share he is paying is for the First Class mail

23

portion of the service, isn't that right?

24

25

A

I would agree that you should get a First Class

standard of delivery.
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Q

Right.

Now you have nonetheless assumed that QBRM

I

2

letters will receive, is it approximately 4 1 . 6 percent

3

manual sortation?

4

A

Are you citing the BRM Practices Study?

5

Q

I am using the numbers that you, the volume

6

estimates, the percentage volume breakdown that you have

7

used to derive your costs in this case for QBRM letters.

8

9
10
11

A

That is my understanding, that approximately 4 1

and a half percent will be processed manually in the test
year.

Q

So this doesn't l o o k like - - I mean absent

12

something we haven't quite reached yet, some sort of

13

improvement in that, this doesn't look like First Class mail

14

in terms of the amount that is getting processing on

15

automation, does it?

c

Doesn't that sort of stand out like a sore thumb

16

17

to you, that 9 4 percent of all mail is getting automated

18

processing, yet the 6 percent that isn't for some reason it

19

turns out that of the 6 percent, and I am not

20

not be the correct number, but 4 1 percent turns out to be

21

QBRM?

22

A

- - this will

I'm afraid I can't make any generalizations

23

because this statement was made in the context of barcoded

24

letter volumes, not with respect to QBRM pieces.

25

Q

Well, let's refresh both of our recollections on
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1

this.
Isn't QBRM prebarcoded?

2

3

A

Yes.

4

Q

A s a matter of fact, isn't QBRM kind of a super

5

prebarcode system in the sense that there are specific

6

Postal Service requirements which a recipient must meet

7

before he can actually use a reply mail piece?

8

9

A

QBRM is no different than, say, a courtesy

reply mail piece approved by the Postal Service.

Q

For right now I just want to focus on QBRM.

1

11

don't want to know that it is not any different than.

I

12

want to know what "it" is.

10

Do you agree that it needs to be preapproved and

13

-

Yes.

14

there are very strict requirements as to where, as to the

15

shape of the mail, where the address is placed, where the

16

barcode is placed.

Are you aware of all those requirements?

17

A

Yes, I am.

18

Q

And are you also aware that a QBRM recipient must

19

present approved copies to the Postal Service so that they

20

can be tested?

21

A

I am aware of that.

22

Q

And would you have any inkling that perhaps

23

Brooklyn Union had done so in the past, and had to go back

24

several times to make sure that the requirements were met

25

successfully?
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1

A

I would imagine this is so.

2

Q

Okay.

3

-

In other words, this is something that the

Postal Service takes very seriously for QBRM.

4

A

Correct.

5

Q

Right?

So we are talking about - - let's leave CEM

6

out of it for a moment, but as compared with the average

7

First Class mail piece, this is a mail piece which stands

8

above others in terms of its ability to be processed on

9

automation, would you agree with that?

10

A

Could you repeat that, please?

11

Q

The QBRM because of the strict requirements that

12

we have been discussing is a mail piece which in terms of

13

its ability to be processed on automated equipment is a mail

14

piece which stands above the average First Class mail piece?
A

15

A QBRM piece has characteristics that would

16

encourage the use of automation to process these pieces.

17

However this does not always happen, as you know.

18

always

19

Q

--

It is not

QBRM pieces are not always - -

I think you have answered my question.

We are

I just asked you if in terms of its ability to be

20

not

21

processed on automation, it stood head and shoulders above

22

other First Class mail.

--

23

A

I wouldn't say head and shoulders above.

24

Q

Would you say below?

25

A

I would say it is equivalent to other
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1
2

automation-compatible mail, First Class mail.

Q

And what other mail would that be?

A

Prebarcoded, preapproved mail pieces.

Q

And does the average First Class mail piece meet

those requirements?
A

I don't know what the average piece, what the

requirements of the average piece meets, however I know that

-

8

a very high percentage of First Class mail receives a

9

barcode on our RBCS system and is therefore automation

10

compatible.

11

Q

But we have already discussed, haven't we, that

12

you don't need to do that, you don't need all this fancy

13

additional equipment for a QBRM piece, isn't that right?

I mean this is not a difficult concept, is it, Mr.

14

15

Campbell - -

16

A

NO.

17

Q

- - that you have a special piece that should be

18

processed on automation.

19

specific requirements are in there, so it can be processed

20

on automation?

21
22

23

A

Correct.

Indeed, isn't that why the

In an ideal world these pieces would be

processed on automation.

Q

And so the percentages that you have used reflect

24

that there is no ideal world for QBRM, at least as you have

25

studied it and you have understood it, is that correct?
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A

My understanding is that the processing methods

I

2

vary from site to site, and you can't make a generalization

3

about QBRM.

4

Q

5

discussed, the quality of the QBRM mail piece, its

6

difference from other First Class pieces, the success, the

7

general success of the Postal Service's ability to deploy

8

more advanced processing, automated processing equipment,

9

you were unable to make any adjustment to the old percentage

10

-

In any event, despite everything that we have

figures that you found in the 1997 study?
I did not make any such adjustment for what you

11

A

12

are asking.

13

Q

And would you agree that, by simple arithmetic,

14

what your figures show is that QBRM is seven times more

15

likely to be processed manually than any other regular First

16

Class mail?

17

A

Can you tell me where you are getting that number?

18

Q

Well, I am using your 41.6 percent, which you say

19

is QBRM that has been and will continue to be, for the

20

foreseeable future apparently, processed manually, and I am

21

using the 6 percent figure which comes from the Kingsley

22

document that you have examined and agreed is the amount

23

that, for all First Class mail, that will be processed not

24

on automation in the incoming secondary for the test year.

25

MR. TIDWELL:

So that I am clear, are we referring
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1

to the Kingsley response to KeySpan-6, KeySpan-T-10-6 and

2

the 41 percent figure from KeySpan-29-27 that Witness

3

Campbell responded to?
MR. HALL:

I don't know.

The 41.6 is all over the

record, so, I mean the witness has already said he knows
about it.
MR. TIDWELL:
8

the record if we knew citations to the two specific numbers

9

that were being discussed.
MR. HALL:

10
11

I think we took it out of his

workpapers.

BY MR. HALL:

12

.-

Well, I just thought it might inform

13

Q

Look at Library Reference 160, Schedule B, page 2.

14

A

I know where that number came from.

15

Q

Okay.

16

Thank you.

So, do you agree that that is the

conclusion that can be drawn from this, from these figures?

17

A

What conclusion are you referring to?

18

Q

That it is seven times more likely that a QBRM

19

piece is going to receive manual processing in the incoming

20

secondary than an average First Class mail piece.

21
22

A

I would like to point you actually to a response

to one of my interrogatories, KE/USPS-T-29-27.

23

Q

Which part?

24

A

Letter (d).

25

Q

Before we do that, could you give me a yes or no?
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1

A

This will preface my answer.

I am just going to

I

2

read my answer to this response. Actually, I will read the

3

question first, posed by Keyspan Energy, to letter (a).

4

"Why would the Postal Service adopt strict procedures for

5

requiring QBRM to be pre-bar coded, but then choose to sort

6

41.6 percent of those pieces using manual methods that are

7

more than twice as costly as available automated methods?"

8
9

-

Q

I hate to - - perhaps you didn't understand the

question. The question is simply a mathematical question.
My - -

10

A

Right.

11

Q

Do you agree with the math?

12

A

No.

13

Q

Okay.

14

A

Okay. You are mischaracterizing the 41.6 percent

Then why don't you agree with the math?

15

that I use in my testimony.

The answer to this question

16

explains that characterization.

17

this question, or my response.

18

permits the Postal Service to maximize the u s e of automation

19

to process QBRM.

20

features of QBRM, such mail would not qualify for the QBRM

21

postage rate.

22

operational sense to sort BRM to the customer account using

23

manual methods.

24

you refer to are sorted on automation to a large degree, but

25

then receive the finest depth of sortation manually in the

I will read the answer to
"The bar coding requirement

Without the bar code and other required

In some cases, however, it makes more

Many of the 4 1 . 6 percent of BRM pieces that
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Postage Due Unit."

I
.

The reason I bring this up is that a number, a

2
3

high proportion of customer accounts are, in fact, processed

4

on automation, but receive its finest depth of sortation

5

manually in the Postage Due Unit.

6

percent corresponds to.

7

pieces receive no automated processing whatsoever.

8

9

That does not mean that these

Well, they certainly didn't get, according to you,

and according to what you just read, they certainly did get

10

sorted to the addressee or the recipient in this case on

11

automation in the incoming secondary.

12

are reading your own document?

13

-

Q

That is what the 41.6

A

Yes.

Is that the way you

And this sort of hits my point home further.

14

You mentioned the incoming secondary. Typically, we would

15

not dedicate an entire bin in an incoming secondary

16

operation to a few pieces of Business Reply Mail, that it

17

just doesn't make operational sense.

18

pieces must come off automation prior to - - sometimes prior

19

to the incoming secondary operation and w i l l be sorted

20

manually in the Postage Due Unit.

21

represents.

22

Q

And you are dealing

--

So, therefore, these

That is what this 41.6

your 41.6 percent

23

represents the few pieces?

24

41.6 percent of all QBRM pieces, aren't you, not just the

25

few pieces you discussed in your answer?

I mean you are talking about
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1

A

You mischaracterized my answer.

One bin may have

2

a few pieces in it corresponding to one customer account.

3

It doesn't make sense to process three pieces in one bin.
Therefore, before they are brought down to the customer
account level, they are brought off automation into the
Postage Due Unit where they are sorted to customer account
level.

8

9
10

-

That is what the 41.6 percent represents.

Q

And you are saying that 41.6 percent of QBRM

letters are typically one or two per account, or a few per
account?

11

A

No.

12

Q

QBRM has its own unique nine-digit bar code;

13

doesn't it?

14

A

In most cases, it does.

15

Q

In all cases; isn't it?

16

A

My understanding that in most cases, it does.

17

There is always an exception to the rule.
I can't speak for every Q B R M that is out there.

18

19
20

21
22
23

24
25

That was an example.

Q

So you're saying that perhaps it could be where

the recipient has his own unique five-digit zip code?
A

I'm not saying either way; I'm saying there is

always an exception.

Q

You can never say always.

W e l l , I appreciate that, but can we be Ivory Snow

pure here and say 99.43 percent?
A

I'm not going to quantify that.
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1

Q

Pardon?

2

A

I won't quantify that.

3

Q

Well, do we want to leave the record that the

.-

4

general rule is that the pieces don't have a nine-digit

5

unique bar code?

6

A

In most cases, QBRM have a nine-digit bar code.

7

Q

Right.

8

they don't?

9

A

10
11

12
13

-

14

And can you think of any cases in which

Do you know of any cases in which they don't?

I personally don't, but there's always an

exception to the rule.

Q

You mean, that's simply a theoretical possibility

that you must consider?
A

For the record, not all

--

most QBRM have

nine-digit zip code bar code.
CHAIRMAN GLEIMAN:

15

Counsel, if I could interrupt

16

for just a minute, could you define "most" for me?

17

you like me to give you an example?
If there are 100 pieces, is 51 most, in the

18
19

context in which you're using it?

20

THE WITNESS:

21

CHAIRMAN GLEIMAN:

22

BY MR. HALL:

23

24
25

Would

Q

I would say a very high percentage.
Thank you.

Now, back to the response to the Presiding

Officer's information request that we were reviewing:
It says particularly with higher volume QBRM
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L

letter and card recipients, as each separate recipient's

2

mail is isolated, the opportunity exists, either during mail

3

processing or in the accounting function, to obtain machine
counts of such mail to a greater extent than is currently
being done.
A

What page are you on, please?

Q

I am on page 3 .

8

A

Okay.

9

Q

Is the Postal Service there representing to this

10

Commission that there is an opportunity to get a greater

11

level of machine counts for QBRM?

12

.-.

A

Yes.

And my current methodology has proposed that

13

we include end-of-run counts, where used, to count QBRM

14

pieces, and, therefore, we've used

15

counts to a greater extent, as this suggests.

16
17

Q

--

we're using machine

To a greater extent than in 1997, which was the

source of the percentage figures you used?
This document, Mr. Campbell, was written and sent

18
19

to this Commission in June of 1999. But I believe it's

20

true, and I ask you to confirm for me that, for example, the

21

EOR percentage that you're using is unchanged from the

22

percentage that was used in the 1997 study.

23

A

From an operational standpoint, I can't speak to
From a costing standpoint, which I am a cost witness,

24

this.

25

I've incorporated, with respect to R97's methodology, an
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1

increased usage of machine counts.

Q

2

3

change between now and the test year; did you?

4

A

Change to what?

5

Q

An improvement in the machine counts.

6

A

I'm not an operational staff member.

7

Q

I'm simply asking what numbers you used.

8

19.3 percent; didn't you?

9

Reference again?
A

10

You used

Can you look at your Library

Yes.

11

[Pause.1

12

Yes, that's what I used.

Q

Okay, and that came from the 1997 study; didn't

15

A

Correct.

16

Q

So it's the same number that was there?

17

A

That number was not there in the R97 methodology;

13

-

When you took the 1997 amount, you didn't make any

14

18

it?

that's my point.

19

MR. HALL: Just one moment please.

20

[Pause.I

21

BY MR. HALL:

22

23

Q

Didn't your number come from the Business

Practices Survey?

24

A

Yes.

25

Q

And we're talking about the 1997 Business
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1

Practices Survey?

2

A

Correct.

3

Q

And did you make any change in that number into

4

the test year?

5

A

No.

6

Q

Thank you.

7

Officer's Information Request continues on certain respects,

8

weight averaging exists as an option which is available for

9

letters and cards, only after a particular recipient's mail

10

has been processed and massed at a postage due unit and the

11

opportunity to obtain machine counts has passed.
Now, did you modify the percentage from the 1997

12

-

This response to the Presiding

13

Business Practices Survey that was applicable to weight

14

averaging techniques to show any improvement in that type of

15

processing and counting, specifically, into the test year in

16

this case?

17

A

No.

18

Q

Okay, let's go back to this:

Now, I think you've

19

already mentioned that in R97-1, Witness Schenk provided the

20

estimated cost of counting, rating, and billing QBRM; is

21

that right?

22

A

Yes.

23

Q

How does the methodology you employed here differ

24

from that of Ms. Schenk?

25

of examples and see if you agree.

And I'd like to give you a couple
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First, you used the same percentages for the

1
-.

2
3

4

different accounting methods; is that correct?
A

interrogatory lists all of the changes.
MR. TIDWELL:

5

6

This is a response that's been

designated into the record.

7

THE WITNESS: My response to - -

8

BY MR. HALL:

9

Q

So I asked a question.

10

A

My response lies in Question 4 ( b ) posed by KeySpan

11

Energy.

Is the answer yes or no?

If I may read from that?
It's imposed

12

-

I'd like to point out one of my responses to an

--

are you prepared?

13

Q

I will be momentarily.

14

A

Okay, the question reads:

@

Please describe exactly

15

what changes you made the Schenk methodology to reflect the

16

USPS proposal for a reduced per-piece fee and a quarterly

17

fee for high-volume QBRM.

18

9

My response: As described in my testimony at

19

USPS-T-29, pages 16 and 17, the following changes were made

20

to the Schenk methodology for per-piece fees:

21

Number one

22

MR. TIDWELL:

--

Mr. Chairman, I hate to interrupt,

23

but I was wondering if might move things along if the record

24

just indicated that the witness referred to the

25

interrogatory response to KeySpan 29-4, which lists the
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1

changes, and we can at least shave a little time without

2

requiring the witness to actually read what KeySpan has

3

already designated into the record already.
CHAIRMAN GLEIMAN:

4
5

with counsel who asked the initial question.
MR. HALL:

6

I was not going to go through an

7

exhaustive list, but simply to point out certain items that

8

I wanted to further discuss with the witness.
BY MR. HALL:

9
10

.-

It's fine with me, if it's fine

Q

But I realize that I have neglected to point out

11

another interrogatory response as kind of the close of my

12

cross on the response to the Presiding Officer's Information

13

Request.
And this, I will tell you, is a response that was

14
15

given to the Postal Service.

16

you, and you redirected it to the Postal Service.

17

KeySpan T-29-43.
It says:

18

The original question went to
It is

Please refer to your response to KeySpan

19

T-29-22(b), where you state that BRM operations are unlikely

20

to change, because of the newly proposed three-cent fee.
And (b): What plans, if any, does the Postal

21
22

Service have to process more efficiently, the QBRM reply

23

letters received by individual recipient customers in high

24

volume?

25

If the Postal Service does have such plans, please
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1

provide all documents that discuss such plans.
And the answer is:

2
3

developed any concrete plans on a national basis to move to

4

more efficiently process QBRM or perform associated

5

accounting for high-volume accounts.
That's a partial reading of the answer.

6

I guess

7

that's consistent with what you've done in this case.

8

haven't projected any improvement at all for QBRM; is that

9

correct?

10
11

12

-

The Postal Service has not

A

You

I've used the best available data in my possession

to project costs into the test year.

Q

Let's shelve that.

I want you to put a string on

13

that response, the best available data, because that's a

14

topic that I want to discuss with you a little later.
In any event, now back to the Schenk study and

15

16

your study in this case. Where MS. Schenk assumed other bar

17

code sorters had the same productivity as manual, you have

18

assumed a cost of zero because the counts are a byproduct of

19

the automation sorting process; is that correct?

20

21
22

23
24
25

A

I've removed any BCS or BRMAS incoming secondary

costs because these are a part of the First Class postage.

Q

Now both you and MS. Schenk used the same manual

productivity of 951 pieces per hours, is that correct?
A

No, that is not correct.
[Pause.I
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1

THE WITNESS:

2

BY MR. HALL:

3

Q

Did she use 3 6 2 ?

4

A

She used 362, which encompassed all postage due

5

activities.

6

Q

Okay.

The 362 that she used included all of

7

the - - not only counting the sorting but all of the rating

a

and billing, is that right?

9

A

Correct.

10

Q

And the 951 is part of that, in effect, that

11

12

-

If you will allow me to point - -

includes counting and sorting, is that right?

A

Right.

I was able to deaverage among counting

13

methods based on percentages I used from the Practices

14

Study, so in other words I deaveraged what Schenk used to

15

more appropriately allocate costs where they are actually

16

occurring.

17

Q

ia

Well, the 951 PPH productivity comes originally

from Mr. Pham's study's, doesn't it?

19

A

That is correct.

20

Q

And so you didn't change that, right?

21

A

I did not change what Hien Pham calculated, no.

22

Q

Now both you and Ms. Schenk assumed that the

23

manual productivity of 951 pieces per hour also applied to

24

pieces counted by weight averaging and special counting

25

machines, is that correct?
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1

A

Correct.

2

Q

In other words, you both assumed that counting

3

pieces by weight averaging techniques and special counting

4

machines would not be any more efficient than counting those

5

pieces one at a time by hand, is that right?

6

A

I wouldn't characterize it exactly like that.

7

Q

Would you characterize it most like that?

8

A

The reason I have some doubt with respect to that

9

-

statement, a lot of times counting machines are used at

10

sites where they may have another count already from an end

11

of run report or even a BRMAS report and the pieces are run

12

again on a counting machine to confirm a count that has

13

already been obtained, so I have no way to average a

14

counting machine and an end of run count.

15

Q

The end of run count you simply took out because

16

it was part of the First Class processing that the piece

17

received. That is correct, isn't it?

18

A

Right.

19

Q

So for the special counting machine or weight

20

averaging, you simply assumed that the productivity would be

21

the same as a manual, single piece by single piece, count,

22

didn't you?

23

A

In talking to a number of sites that use counting

24

machines, I am told that from - - in fact, four sites in the

25

top 7 5 sites, customer or volume sites have counting

L
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1

machines.
They have indicated that many times they are very

2
3

old.

4

in emergencies only in many cases. So I think it would be

5

inappropriate to allocate a very l o w cost to those counting

6

machines when in fact many times those machines break down

7

and therefore the mail must be counted manually.

Q

8

9

They break down.

Well, let's kind of do something, kind of like the

President here.

What did you know and when did you know it?

Now you are telling me now that of the four sites

10

-

They are unreliable. They are used

11

of the top 75, which is data and information we have

12

recently elicited from you, that you have got a story to

13

tell now about old-fashioned, broken down special counting

14

machines, right?

I am asking you now when you formulated your

15
16

testimony, when you adopted a productivity for what you

17

called special accounting machines you used a productivity

18

of 951 pieces per hour, which was the same productivity that

19

you used for manual piece by piece counting.

Is that correct or is it not?

20

A

21

That is not correct.

I want to make sure we are talking about the

22

that we're characterizing this 951 pieces per hour

23

same

24

in the same way

25

manually to the customer level in addition to manual

--

--

951 pieces per hour includes a sortation
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1

counting. Many times

2

pieces are being counted by a counting machine they must be

3

sorted down to the customer level manually before being put

4

on a counting machine.

--

well, in all instances really if

In summary, the 951 doesn't just correspond to a

5
6

one piece at a time count.

7

pieces are sorted to the customer level and counted by some

8

method available.
MR. HALL:

9

It is an average by which QBRM

Mr. Chairman, I would like to now have

10

identified as a cross examination exhibit part of a response

11

from the witness to an interrogatory, Interrogatory Keyspan

12

Energy K29-2. If you could assist us with an appropriate

13

designation or a title for this, I will then identify the

14

document.
MR. TIDWELL:

15
16

IS this an interrogatory response

that has already been designated in the record?
CHAIRMAN GLEIMAN:

17

That's a good question but

18

there is no reason it can't be used as a cross examination

19

exhibit.

20

put it in the record again.

21
22
23

If it is in the record already, we may not want to

MR. TIDWELL:

I thought it might speed things

along just to refer him to his answer in Number 2.
CHAIRMAN GLEIMAN:

I'll endeavor to figure out

24

whether it is in the record already, at the same time I am

25

trying the help figure out how to mark it.
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MR. HALL:

1

I'm sorry.

I probably misspoke.

I

2

believe the witness referred us to it and it wasn't attached

3

to the interrogatory response which is now part of the

4

record.
CHAIRMAN GLEIMAN:

5

So if it is in the record it is

6

designated written cross.

7

examination exhibit, you can just refer to the interrogatory

8

by number and - MR. HALL:

9

Oh, it is not.

I'm sorry.

I

misunderstood you.
MR. HALL:

12
13

It is not in the record.

CHAIRMAN GLEIMAN:

10
11

Rather than marking it as cross

It was referred to.

It wasn't

attached.

14

CHAIRMAN GLEIMAN:

Okay.

15

MR. TIDWELL:

Help me out.

16

THE WITNESS:

This i s an attachment to which

c

17

interrogatory?

I'm sorry.
(2)(b) - - and I'm sorry, once again,

18

MR. HALL:

19

you simply referred us to it.
CHAIRMAN GLEIMAN:

20

21

You didn't attach it.

We will mark it

Campbell-KE-XE-1.

22

[Campbell-KE-XE-lwas marked for

23

identification.]
BY MR. HALL:

24
25

Q

Do you have a copy of this document, which bears

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034

6117
1

the heading at the top, "BRM Practices Survey, Christian

2

Associates"

3

Final BRM Piece Counts before you?

--

and the identifier Table 13, Generation of

4

A

Yes.

5

Q

Now the first thing in line here is on the

6

left-hand side is Manual Counts, and for that you have 47.2

7

percent?

8

A

That's correct.

9

Q

And then for the next three rows you have EOR

10

Counts from Barcode Sorter, BRMAS Software Report, Special

11

Counting Machine, Weighing of identical Pieces, and Bulk

12

Weighing

--

is that right?

13

A

That is correct.

14

Q

Okay.

If you then add up the percentages shown in

15

the column for 2 cents, for Special Counting Machines,

16

Weight of Identical Pieces, Bulk Weighing, and Manual

17

Accounts, is that equal to the 66.5 percent figure you used

18

on Library Reference 1 6 0 , Schedule B, page 2 as the

19

derivation for the high volume QBRM pieces?

20

A

Yes.

21

Q

And you used the PPH of 951 for all of those

22
23
24
25

pieces, is that correct?
A

I used the productivity to sort and count of 951

pieces per hour, correct.
MR. HALL:

Thank you.

At this time I would move
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1

the cross-examination exhibit into evidence.

2

CHAIRMAN GLEIMAN:

3

MR. HALL:

4

CHAIRMAN GLEIMAN:

I'm sorry.

I didn't hear you.

Into evidence.
I will direct, absent an

5

objection, and I suspect there is none, that the

6

Cross-Examination Exhibit Campbell-KE-XE-1be moved into

7

evidence and transcribed into the record.

8

9

[Cross-ExaminationExhibit No.
Campbell-KE-XE-l was received into

10

evidence and transcribed into the

11

record.1

12
13

-

14

15
16
17

18

19

20
21
22

23
24
25
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Table 13: Generation of Final BRM Piece Counts
(Postage Due Unit #IO)

Source of Piece Counts Used
Manual counts
EOR counts from barcode sorter
BRMAS software report
Special counting machine
Weighing of Identical pieces
Bulk Weighing
Mailer-provided manifest
Other
Total

Percent of volume
2 cent
10 cent 44 cent OveraI1
47.2%
80.7% 96.8% 64.2%

0.0%
0.5%

0.0%
0.0%
0.0%

13.9%
8.4%
6.2%
4.1%
2.9%
0.0%
0.2%

100%

100%

100%

19.3%
14.2%
10.4%
4.8%
4.1%

9.1%
2.2%
2.0%
3.8%
1.7%

0.0%
0.0%

100%

0.6%
1.6%
0.3%
0.7%

!
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BY MR. HALL:

1
-.

2

Now, we were again reviewing your study versus MS.

3

Schenk's study in R97-1. And there is another area of

4

departure, and I don't want to take it up with you now, but

5

I would like to mention it and just agree that it exists.

6

It relates to the question of volume variability, whether or

7

not costs, labor costs vary 100 percent with volume or not,

8

is that right?

9

A

Right.

10

Q

Okay.

11

12

-

Q

Now, did you try to do any studies of QBRM

counting, any new studies?
A

No, I did not.

I really felt like I didn't have a

13

need to conduct a study given this FY '97 data that is

14

extremely useful and was not prior

15

Witness Schenk's methodology to the fullest extent.

16

Q

--

was not used in

Well, now, really, for QBRM that was going to be

17

high volume QBRM, you were doing something new, weren't you?

18

You were taking out the costs of rating and billing and

19

putting those into a separate quarterly fee where you

20

developed costs so that the Postal Service could propose a

21

separate quarterly fee to recover those costs, isn't that

22

correct?

23

24
25

A

Correct.

I deaveraged that 360-some pieces per

hour that you referred to earlier into smaller components.

Q

Right.

So, now, really, what you are left with,
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1

because of what you are doing, which is different from what

2

Witness Schenk was doing is you are left with the question

3

of counting the pieces, isn't that right?

-.

-

4

A

Exactly.

5

Q

So, if you had developed

--

you could have

6

developed, couldn't you, a study to determine how many

7

pieces would actually be counted in an hour?

8

A

That is an approach one could take, yes.

9

Q

But you didn't do that?

10

A

I felt that the data that I had before me, in

11

fact, accurately captured productivities that I observed in

12

the field.

13

Q

Well, let's kind of recapitulate here.

The data

14

that you had before you, for example, for manual counting

15

was 951 pieces per hour that came out of not only the 1997

16

BRM Practices Study, but really came back from a decade

17

before when Mr. Pham developed his methodology, and that, I

18

think you have told me already, was a number which includes

19

two operations, counting and sorting, isn't that right?

20

A

That's correct.

21

Q

So, when somebody manually does this operation, it

22

really

23

letter pieces and say, okay, here is one for Chris Campbell

24

and here is for Mr. Tidwell, and now I have one and one, and

25

now is here for Mike Hall, and now it is one, and then

--

you don't, for example, you don't take pieces,
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1

and keep on going and do a sort and a count simultaneously,

2

do you?

3

saw when you went into the field that people actually

4

physically break down the process into two steps. They sort

-.

I mean isn't what you do physically, isn't what you

the letters and then they take the letters that have been
sorted and then count them separately, isn't that what you
saw?
A

8

9

-

My recollection is that, at one particular site I

am thinking of, the postage due clerk would sort a tray of

10

mail into various customer accounts.

11

stack, put sort of a subtotal for that account.

12

take another tray, she would sort it into other piles for

13

the same accounts.

14

And this activity many times occurs simultaneously. You

15

can't break down these tasks into minutiae or it would

16

really be meaningless.

Q

17

She would count each
She would

She would add numbers to that subtotal.

Well, it is not exactly minutiae that I am looking

18

for.

19

new, wonderful QBRM high volume service that you are going

20

to assist Witness Mayo in promoting, and we have already

21

been through all the history of how the Board of Governors

22

wanted to do right and look into deaveraging, and, so, this

23

is going to be your answer, okay. So, what you really need

24

is a cost of counting, and that is all you need, isn't it?

25

You are looking to identify, because you have this

A

No, because there is sortation above and beyond
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that which a general First Class letter would receive.
There is an incremental sortation cost to those BRM pieces
that are manually sorted.

So, therefore, you need, for

those pieces that are manually sorted and counted, you would
need a productivity.

Q

Well, that is kind of an astounding notion, and so

maybe we ought to look at it, since it has always been my
8

understanding that the BRM per piece fee was to recover - -

9

and this is when we are talking about a unitary per piece

10

fee, was to cover solely counting, rating and billing of

11

QBRM after the BRM had already been sorted to the recipient,

12

is that your understanding, or is it not?

13

A

That is certainly not the way it was presented in

14

R90 and that has been used since R90.

Sortation to the

15

customer level in the Postage Due Unit is an incremental

16

cost to the service provided.

17

Q

Now, did you say R90; is that correct?

18

A

That's correct.
[Pause.I

19
20

Q

Now, before we get to the document that I have

21

just handed you, which is excerpts from Mr. Pham's study

22

from R90-1, did you have occasion to examine any of the

23

Commission decisions with respect to setting of the BRM or

24

the BRAMAS or the QBRM per-piece fee?

25

A

I have seen the recommendation, yes.
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-

1

Q

The recommendation?

2

A

What are you referring to, specifically?

3

Q

Well, I'm referring, for example, to the

4

Commission's decisions.

5

believe.
Let me start off with R84-1. At page 390, the

6
7

Commission says:

8

cover the casts of calculating the postage due and

9

collecting it from the user and make a contribution to

10

12

The business reply fee is intended to

institutional costs.
The user also pays the regular First Class

11

-

I went back as far as R84-1, I

single-piece rate for each item.

13

Is that consistent with your understanding?

14

MR. TIDWELL:

The Postal Service will accept,

15

subject to check, that counsel has read accurately from the

16

R84 recommended decision, if that will speed things along.
CHAIRMAN GLEIMAN:

17
18

Mr. Hall, does that stipulation

satisfy your question.
MR. HALL:

19

I asked the witness if it's consistent

20

with his understanding of what's covered by which side of

21

the fees.

22

and I can stipulate that I've correctly read something - -

23

frankly, I wouldn't lend much credence to that.

24

often likely to be wrong than right.

25

So I'm not sure that the fact that the counsel

I'm more

But I'm trying to get the witness's understanding.
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1

MR. TIDWELL:

Well, if counsel is more likely to

2

be wrong than right, it might be useful for counsel to give

3

the witness a copy, so that the witness can confirm whether

4

counsel's reading is correct.

5

CHAIRMAN GLEIMAN:

Well, I know that a copy of the

6

1990 study, I believe, of Witness Pham, was provided.

7

think the witness is about to get a copy of the page out of

8

the R84 decision.

9

10

MR. HALL:

I

That's correct.

CHAIRMAN GLEIMAN:

Counsel now has a copy.

Well,

11

you know, I'm not sure what - - there was a gesture and I

12

know there's a level of frustration here, and maybe after we

13

get a response to this question, we can all

14

break for a couple of minutes and get up and walk around the

15

room and stretch and take a deep breath.

16

But it's

--

--

we'll take a

as I understand what's on the table

17

now, it's not a question of whether the document was read

18

correctly into the record by cross examining counsel, but a

19

question the cross-examining counsel had relative to what

20

went on then and what the witness's understanding is about

21

that, versus what is on the record in this case.

22

So, you know, we'll just have to keep our

23

frustration levels in check here.

And while I'm at it,

24

counsel, let me just suggest, and this is directed not only

25

at this witness, but at a host of other Postal Service
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witnesses:

That I found it somewhat frustrating, and we had

a cross examination exhibit before out of R97 that was
referred to in Interrogatory Response KE-T-29-2(b), and that
was the Table 13.
I don't know about other people, my colleagues,

the staff at the Commission, and other intervenors, but,
quite frankly, I find it frustrating when Postal Service
witnesses respond by citing something that's one page long,

-

9

and they obviously have a copy of it in their hand, or one

10

would think so, since they're citing it in their response,

11

but they fail to include it as an attachment to the

12

response, rather requiring hoards of intervenor counsel and

13

Commission staff and Commissioners to go back and look up

14

the documents themselves.

15

So, while I can appreciate your frustration with

16

counsel for KeySpan not providing immediately, the document

17

that he's making reference to, you know, it appears that

18

he's not the only one that may be causing some frustration

19

in his handling of documents.

20

So, we'll just keep that in mind for the next case

21

or the next round or whatever, that perhaps people can

22

include materials that they're referring to, especially when

23

they're not voluminous.

24

25

M R . HALL:

I certainly take to heart, your

comments, and will endeavor to limit Postal Service

.-
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counsel's frustration with this. And in that regard, I have
only one more document to refer to the witness, and I have
already provided him with that.
CHAIRMAN GLEIMAN:
MR. TIDWELL:

We all appreciate that.

Mr. Chairman, if I may add, the

Chairman's suggestion or reminder is a good one, and I'll
certainly make a great effort to remind my colleagues of the
8

exchange we've had here in reference to interrogatory

9

responses.
CHAIRMAN GLEIMAN:

10

-

And I will make clear for the

11

record, and to you personally, Mr. Tidwell, that, you know,

12

this is something actually that occurred to me earlier on,

13

and I have discussed it with our General Counsel.

14

something that just welled up on the moment; that it was

15

aimed specifically at you.

It's not

It's just something that what went on over the

16
17

last few minutes brought back from my memory - - my somewhat

18

rusty memory bank.

19

also.
BY MR. HALL:

20
21

So I just want you to understand that

Q

Mr. Campbell, do you have before you an excerpt

22

that I have provided from the Commission's R94-1 recommended

23

decision?

24

A

Yes, I do.

25

Q

Good.

And this is one I like to point out because
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-

-

1

it really puts paid to Brooklyn Union, I believe. And, so,

2

what is good for the goose, I guess, is good for the gander.

3

And if we have to take our licks, we will be happy to do so.

4

But, in any event, if you would turn to page V-145, and you

5

see the indented paragraph there, and the Commission is

6

saying, and I will read it, this portion of it, anyway, "The

7

purpose of the BRMAS costing analysis is to measure the cost

8

of the special services feature, i.e., counting, rating and

9

billing for BRMAS mail.

It is not to measure other

10

attributes of BRM which may be common to other mail."

11

you see that?

Do

12

A

I see that.

13

Q

Is that your understanding of what the purpose of

14
15

the QBRM costing analysis is?
A

Yes.

My understanding is that the costs

16

associated with Business Reply Mail on a per piece basis are

17

intended to capture the cost of the special service

18

features.

19

the costs associated with general First Class mail.

20

Q

To me, that means above and beyond that which - -

Well, good, let's figure that out and just make

21

sure we have hammered down all possibilities here.

22

First Class mail, you pay a fee and you get it sorted to the

23

addressee and delivered to the address actually, right,

24

isn't that correct?

25

A

It is not always delivered, but, yes.
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-

1

Q

2

to, that is fine. But the point here is that the costs of

3

sorting this mail to the addressee is included in the First

4

Class rate, isn't that right?

5

A

Sortation to a certain level, yes.

As you will

6

note in my calculation, I remove a double counting of an

7

incoming secondary in the calculations in my Library

8

Reference 160.

9

sortation down to the customer level based on an automation

10

12
13

I remove any double counting for manual

basic cost of an incoming secondary.
If you would like for me to point that out to you,

11

-

Well, I wouldn't have said that, but if you want

I would be happy to.

Q

What I would like you to do is to confirm that the

14

purpose there is to remove costs associated with sorting, so

15

that all you are measuring, and all you intend to measure,

16

and all that is appropriate to measure, is the cost of

17

counting, rating and billing, which occurs after the

18

sortation to the addressee, or, in this case, the QBRM

19

recipient.

20

A

Given that sortation and counting occur

21

simultaneously in the Postage Due Unit, my understanding,

22

and Hien Pham used the term "distribution" in his study to

23

mean sorting and counting, distribution is what I have - -

24

that is my understanding of the special service provided,

25

distribution, which consists of sorting and counting, and
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1

then rating and billing.

I

Q

2

-

S o , unlike other First Class mail users, a QBRM

3

user has to pay something in addition to the First Class

4

mail rate in order to have the mail sorted to him, is that

5

what you are telling me?

6

A

In a sense, perhaps.

7

Q

Well, maybe

--

it is almost a convenient time to

8

take a break, and perhaps - - well, I could certainly use

9

one.

Maybe the witness could. But before we do that, could

10

you please tell me where you found that?

11

everything I have read you, and to shorten things and limit

12

the frustration for your counsel, there are other things

13

that I didn't read, but we can obviously deal with them on

14

brief, since they are simply taken from Commission opinions,

15

all those things say that the purpose of the BRMAS or QBRM

16

costing analysis is to measure the cost of the special

17

service features, <.e., counting, rating and billing.

18

19
20

A

In other words,

I feel I have captured the costs of the special

service features in my study.

Q

So you, in terms of counting, the productivity you

21

used, I think we have already been over this, included not

22

only counting, but counting and some sortation, is that

23

correct?

24

25

A

That is correct.
M R . HALL:

Okay.

This is a convenient time, and
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then we will take it up after.
CHAIRMAN GLEIMAN:

Well, I am pleased that it is

convenient for you.
MR. HALL:

Oh, I am sorry, I thought it was

convenient for you.
CHAIRMAN GLEIMAN:

That is okay.

for all us I think right now.
8

It is convenient

We will come back on the

hour.
[Recess.I

9

CHAIRMAN GLEIMAN:

10

Counsel, whenever you are

11

ready, it looks like the witness is ready and raring to go

12

and Postal Service counsel says bring it on
Let's get it on.

13

MR. HALL:

14

CHAIRMAN GLEIMAN:

15

BY MR. HALL:

16

Q

--

Yes.

Let's see. Before the break, Mr. Campbell, I

17

passed you out some excerpts from Mr. Pham's testimony in

18

R90-1.

19

there, page 3, and do you see the sentence that says, "In

20

addition to distribution functions the BRMAS operation

21

involves counting, rating and billing functions."

I would like to have you turn to the first page

Do you see that?

22
23

A

Yes, I do.

24

Q

Okay.

25

Now as you have discussed it, and I think

you volunteered it before, distribution, as you think Mr.
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Pham was using it and the way you use it, I guess

--

I guess

.-

you don't like to use it, but the way you understand it is
that it means sorting, is that right?
A

The term "distribution"

--

is that what you are

asking?
Yes.

A

Okay. My understanding is that distribution

8

involves a simultaneous sortation and counting activity.

9

You can call it what you may like to call it.

I am familiar

10

with the study that Hien performed and the survey, et

11

cetera.

12

-

Q

Q

We can call it a distribution function if you like.
I think you captured in your answer just then, you

13

captured the same notion I am thinking of, and that is that

14

the sorting and counting functions were integrated with each

15

other, is that right?

16

A

My understanding of sortation in this context is

17

it is almost a premium sortation above and beyond that which

18

other automation mail would receive.

19

So it other words these pieces have come off

20

automation.

21

require extra sortation along with counting simultaneously

22

in order to obtain a count so that they can rate the BRM

23

pieces and generate a bill.

24
25

They have come to the Postage Due Unit.

They

These are all activities above and beyond the
activity of general mail processing.
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Q

Well, we are talking about BRMAS.

A

Okay.

YOU are talking about BRMAS software or

BRMAS pieces?

Q

I am talking about the BRMAS processing or the

BRMAS operation, as Mr. Pham uses the term.
Okay.

Q

I think he is saying what you are saying in

8

effect, that in addition to distribution, i.e., sorting

9

functions, the BRMAS operation involves counting, rating,

10

and billing functions, meaning that in BRMAS it is all

11

integrated into one operation, right?

12

-

A

A

Exactly.

You have hit the point exactly. That is

13

exactly why I took out all BRMAS and BCS counting and

14

sorting and rating functions out of my methodology.

15

Q

Okay, good.

NOW I think we are getting somewhere

16

here, and that is why Mr. Pham had to make a deduction from

17

the costs that he found, right?

18

Yes.

A

If you are referring to sort of an incoming

19

secondary subtraction, that is correct. He included those

20

BRMAS

21

Q

--

On page 9 , which is the second page of what I am

22

showing you here, it says, "The costing of BRMAS qualified

23

BRM pieces is shown in Table 1. The incremental cost of

24

processing a BRMAS qualified pieces, 2.36 cents.

25

BRM piece which is successfully processed by BRMAS avoids an
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1

incoming secondary distribution, i.e., sorting operation,

2

for automation compatible First Class mail pieces.”

3

That is what I am talking about.

c

4

Is that what you

are talking about?
A

That is correct.

Q

So Mr. Pham then deducted out an amount from the

total BRMAS cost that he‘d found of 2.36 cents, right, and
8

-

the amount he deducted out was 1.35 cents, right?

9

A

Exactly.

10

Q

And that amount was the weighted cost of this

11

operation.

12

A

Yes.

13

Q

Now to find exactly how Mr. Pham did it, could you

Do you understand that?

14

turn to the next page, which is indeed the Table 1 that we

15

have been referencing.

16

Now we see that he deducted out what is called the

17

cost avoidance (incoming secondary for automation compatible

18

FCMPs), right?

That is 1.35 cents?

19

A

Yes.

20

Q

And then to show you how that is calculated,

21

there’s a footnote that takes you to Exhibit USPS-23(e),

22

which is the next page in the package I have given you.

23

you see that?

Do

24

A

I see Exhibit 23 ( e ).

25

Q

And you see that Table 2 , I guess, you could call

Yes.
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1

it there, or the subtable, entitled "Productivities"

2

that correct?

--

is

I

3

A

Right.

4

Q

And there he's deducting out various incoming

5

secondary operations and weighing them, isn't he, by the way

6

they first went into the calculation?

7

A

Yes.

8

Q

Okay.

9

Now I would like to contrast what Mr. Pham

did with what you have done in this case.

In order to do

10

that in a way that I can

11

compatriot to assist me with the computer here, and I would

12

like you to refer to your Library Reference 160, Schedule B,

13

page 2 .

see,

I am going to ask my

14

A

Yes, I have got that.

15

Q

First, you develop, at least it is on my line 2 5 ,

16

what you called the weighted cost per piece direct and

17

indirect. Do you see that, and the amount is 2 . 8 8 cents?

18

A

Yes.

19

Q

Now that line is arrived at by multiplying the

20

6 6 . 5 percent that appears on line 8 for manual/other, is

21

that right?

22

A

Yes.

23

Q

Times the cost per piece shown in Column G, line

the marginal manual distribution productivity postage

24

23,

25

due unit of 4 . 3 2 cents, is that right?
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1

A

That is correct.

2

Q

And those are all manual input costs, right?

3

A

As I indicated earlier, I removed any automation

4

cost associated with incoming secondary for my methodology,

5

so those costs do not appear at all in this calculation.

6

7

.-.

Q

Right, okay, but then you are going to make a

deduction from this cost that you are arrived at, right?

8

A

Correct.

9

Q

And that occurs in the next line, so this is where

10

you are taking out the cost avoidance.

You put costs in and

11

now you are taking out cost avoidance, and the way you do

12

that, and you call it incoming secondary for manual pieces,

13

first you multiply 41.6 percent

--

14

A

Yes.

15

Q

- - which is the method of finest depth of

16

sortation of BRM to customer manually, right?

17

A

Exactly.

18

Q

Times the unit incoming secondary sort for an

19

automation basic presort First Class letter, is that right.

20

A

Correct.

21

Q

Okay, so you put in costs by saying by applying a

22

percentage of 66.5 percent but you have taken out costs and

23

only taken them out based on 41.6 percent, is that right?

24
25

A

Correct, because 41.6 percent of the volume

receive their finest depth of sortation to the customer
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manually, and that is where this cost of sortation is
located.

Q

What about the remaining 25 percent that you have

put in to begin with?

In other words, the difference between 66.5 and
41.6?

A

-

Right.

Well, as you can see in the line above

8

41.6 percent, the 66.5 percent corresponds to the method of

9

final piece count.

See that?

10

Q

I do.

11

A

That does not correspond to the method and finest

12

depth of sortation of BRM.

13

as I indicated before.

14

Some counting is done manually in the Postage Due Unit.

15

Then you have got a depth of sortation, which I have

16

included in the second section; 41.6 percent are actually

17

sorted to the customer level manually whereas the rest are

18

sorted to the customer level fortunately or however you want

19

to call it to customer by BCS, by BRMAS or by other method.

20

Q

See, we have got this counting,

Some counting is done automation.

Well, in putting in and applying a number, a cost

21

number that was based on a manual productivity of 951 pieces

22

per hour of 4.32 cents, and making that applicable to 6 6

23

percent of the pieces, I see where you put that cost in.

24

You are including a sorting cost for 6 6 . 5 percent of the

25

pieces.
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A

That is a counting

Q

The method of final piece count may be that, but

--

that is a counting cost.

in terms of sortation, you are also including sort costs for
that.

This is

--

they are 4 . 3 2 cents and, pardon me, the

2 . 8 8 cents is a cost of sortation, isn't it?

A

If you will let me explain. My understanding is

that these pieces, because they have received

-

--

they have

8

been pulled off automation and they are receiving a final

9

sortation to the customer level manually in the Postage Due

10

Unit, some of that is actually a premium sortation not

11

experienced by an automation - - I am using the Automation

12

Basic Presort First Class letter as the standard here.

13

are receiving premium sortation off automation in the

14

Postage Due Unit.

15

subtracted out a portion of those incoming secondary costs

16

because that is double counting. However, these pieces

17

counted to the

18

the Postage Due Unit are receiving premium sortation.

19

Q

--

They

I have removed a portion - - I have

I'm sorry, sorted the customer level in

Well, you say it is premium sortation, but in what

20

sense is it premium?

In other words, let me ask you this,

21

is the QBRM recipient getting it delivered or sorted to the

22

floor on which the recipient is sitting at the time that he

23

happens to get the mail delivered, or is he getting it

24

simply sorted to himself as the final addressee, as any

25

other First Class piece does?
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A
to.

Let me give you an example of what I am referring

Suppose a customer uses QBRM to receive billing

remittances for their cable bill.

,--.

Under many circumstances,

4

these customers would use a courtesy reply envelope.

These

5

would be processed completely on the DBCS.

6

holdout most likely.

7

to the customer. They are sorted to the customer level,

8

bingo.

There would be a

Those pieces go straight from the bin

9

NOW, you are talking QBRM pieces for that same

10

cable company, but those, by the very fact that they are

11

QBRM pieces, they are going to come out off of the

12

automation, into the Postage Due Unit, and they are going to

13

have to receive additional sortation based on the fact that

14

they are QBRM pieces.

15

I have subtracted out, as you can see, almost

16

nine-tenths of a cent of double counting of an incoming

17

secondary.

18

Q

19

Well, this is all high volume QBRM that we are

talking about in this particular schedule, isn't it?
A

20

As you can see in the low volume, on the next

21

page, page 3 of 10, Section B, it is an equivalent

22

subtraction.

23

--

24

Postage Due Unit.

25

counted on the DBCS.

High and low volume customer BRM are counted

you have got some high customers being counted in the

You have some low volume customers being
There is no rhyme or reason to how - -
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there is not necessarily a correlation between the counting
....

and sorting method and the type of BRM customer.
I'll give you an example:

I went to a processing

and distribution center in Carol Stream, Illinois.

I

visited the Postage Due Unit.
In the Postage Due Unit, all of the pieces,
regardless of whether or not they were high or low volume

a

customers, got counts.
They were all taken into the Postage Due Unit to

9

,.--

10

be counted and sorted and rated and billed.

It didn't

11

matter that they received high volume customer QBRM.

12

were all counted and sorted in the Postage Due Unit.

They

13

In this particular function of counting, there

14

doesn't appear to be a volume-dependent counting method.

15

Q

I don't think I really care about that particular

16

aspect of it. All I'm trying to get from you is the fact

17

that a First Class mail recipient or mailer, depending upon

ia

whether it's a QBRM person or somebody who's putting a stamp

19

on a piece of mail and sending it out, is entitled to have

20

it sorted to the addressee for whatever First Class rate he

21

pays.
Is that true?

22
23

A

One might look at it that way.

24

Q

Thank you.

25

Now, when you subtract out your cost

avoidance for incoming secondary manual pieces, you do so on
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the assumption that there's capacity on the bar code sorters
to sort that on a automated basis; is that correct?
A
4

These figures are

--

the 2.11 cents that I list as

the cost of an incoming secondary automation basic presort
First Class letter, that is an average cost, unit cost for
an incoming secondary.
That cost includes manual sortation; it includes

8

automated sortation; it's based on, as you can see, Witness

9

Miller's model of 10,000 pieces going through a mail

10

processing scenario.

Q

11

-

Right.

I don't want to get - - that's the last

12

place I want to go.

13

--

That is the rate person's equivalent of

well, I won't say that.

14

But all I'm trying to say is that the QBRM pieces,

15

we agreed already, are approximately seven times more likely

16

to receive a manual distribution in the incoming secondary

17

than are the normal pieces.

18

A

I don't - -

19

Q

So do you understand the concept - -

20

A

I don't think I fully agreed to that.

21

Q

Well, in other words, you say that they don't get

22

manual processing because you're saying that in terms of

23

sortation, 41.6 percent of these mail pieces are processed

24

and sorted manually in the incoming secondary.

25

And yet when you come to deduct out of costs, you
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deducted out as if they were the 9 4 percent of normal First
L

Class mail pieces that just sail through the system on
automation.
Is that correct?
A

That's not how I would characterize it, no.

Q

But is that the effect of what you did?

the cost

That's

--

Is that cost that you've deducted there, is that
9

10

-

associated with the average First Class mail piece processed

on automation?

11

A

No.

12

Q

You're right; it's not.

It assumes it's automated

13

basic, and doesn't it assume 9 0 percent, approximately,

14

automated processing, and ten percent manual?

15

A

That would be in Witness Miller's testimony.

16

Q

I think we have an interrogatory to you on it, but

17

we've got 4 0 0 interrogatories to you, and I'm not sure that

18

we can find it.

19

Let's just say if it's there, it's there, right?

20

Now, we were trying to figure out if you did any

21

studies of QBRM counting for manual counting, another words,

22

piece-by-piece, and you said that you didn't do them.

23

didn't do that, right?

24
25

A

You

Again, based on my field observations, I felt I

did not need to conduct a new study.

I felt that the
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sorting and counting does not change over time; that the
manual, labor-intensive activities associated with this
don't

--

Q

simply don't change over time.
Right, and I might not necessarily disagree with

that, except here, you are proposing something entirely new.
A

How so?

Q

You're proposing a new fee structure that's based

8

only

9

leaves you with counting.

--

So now you could develop something for manual

10

11

counting; couldn't you?
You started this process in April of 1999. Are

12

-

it separates out the rating and billing function and

13

you telling me you couldn't have developed a manual counting

14

productivity before the case was filed?

15

A

I'd be happy to refer you to a counting
I'm sorry, a sorting productivity, just for

16

productivity

17

illustrative purposes, used in my Library Reference 160,

18

Section L, an incoming secondary manual sortation.

19
20

Q

--

Well, I'm not interested in manual sortation.

I'm

interested in manual counting.

21

A

As I indicated

22

Q

Manual sortation means, for example - - I mean,

--

23

let's use an old fashioned example here.

You have like a

24

whole bunch of pigeonholes, right, and each one is for a

25

different addressee, and a clerk stands there and he l o o k s
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at an envelope and he puts it in a pigeonhole, and that's
how the mail gets sorted, right?
And then one-by-one, he goes to the pigeonhole,

pulls out the pieces, and counts them, and then records an
amount for that addressee.
Is that a fair description of the process?
[Pause.I

I don't think you need to refer to anything.

8

9

10

-

I'm

just describing something that isn't in your workpapers.
A

1 was actually going to refer you to one of my

11

observations at a processing and distribution center where

12

they actually did sort the QBRM into those pigeonholes, and

13

then proceeded to count the pieces.

14

Q

Okay, so

15

A

Tray-by-tray, so, in other words - -

16

Q

But I have accurately described, in essence, how

17

--

the process works, right?

18

A

Yes.

19

Q

Okay, so, now, I'm going to focus simply on

20
21
22

counting. And I want a number, a productivity for counting.
A

sorting activities are frequently conducted simultaneously.
In fact, Hien Pharn's study found that this was the

23
24

25

Again, if I need to remind you, the counting and

case.

Q

Well, he found it was the case for BRMAS.
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_-

1

nothing like and automated processing; is it?

2

A

All of my - -

3

Q

It's nothing like a manual processing?

4

A

All of my manual processing productivities came

5

from Witness Pham's study.

6

Q

Yes.

7

A

Period.

8

Q

But we've already agreed that Witness Pham, when

9

he did his subtraction, he took out a weighted average of

10

the cost, based, for example - - and we've

11

to that on Exhibit USPS-23(e), page 1 of 2 , the line marked

12

Manual Incoming Secondary under the heading Productivities.

13

A

--

I pointed you

That's right, and I pointed out earlier that I

14

removed BRMAS and BCS counting and sorting costs entirely

15

from my methodology, because I didn't want to double-count.
So those are removed entirely from the

16
17

methodology.

18

subtraction that I would perform is for the subtraction

19

based on manual counts in the Postage Due Unit, which is

20

what I did in my presentation.

21
22

23
24

25

Q

Therefore, the only incoming secondary

Then why didn't you subtract out a manual incoming

secondary, if that's what you were doing?
A

Because these pieces would have otherwise been

processed on automation.

Q

Where there was no capacity to process them in the
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1

first place?

.-~

2
3

A

Let me remind you that the 2.11 cents, which is

the cost of an incoming secondary for an automation basic
presort letter, that includes a degree of manual sortation
in it.

It's pulled from Witness Miller's testimony.
It also has a degree of automation costs in there.

Q
8

respectively, 90 percent for automation, and ten percent for

9

manual, approximately; isn't that what we agreed to?

10

A

I did not agree to that, no.

11

Q

Okay, well, why don't you look at KeySpan

12
13

-

And we already agreed those degrees were,

Interrogatory Number 27 (a)?
A

I confirmed that 90 percent of the piece handlings

14

are processed on automated equipment in the incoming

15

secondary.

16

Q

17

I didn't confirm anything about manual.

Well, if 90 percent are processed on automated

equipment, aren't the 10 percent then manual?

18

A

Perhaps.

19

Q

Okay.

I confirmed the automated portion, yes.

But the automated portion that you got into

20

the calculation in the beginning was not 90 percent, it was

21

more like 54 percent, right?

22

meaning the difference between 100 percent and the 46.1

23

percent that you used as manual?

24
25

A

It was more like 54 percent,

My recollection from the proceedings, I believe in

- - off the top of my head, I think it is R94 and - - I'm
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sorry, R90 and R 9 7 , it was pointed out that the appropriate
incoming secondary subtraction comparison is that of an
Automation Basic Presort letter. That was affirmed, in
4

fact, by the Commission.

Q

5

-

Yes, but they weren't focusing on just manual

6

pieces going into it, as you are doing, is that correct?

7

other words, a basic difference between what you have done

8

and what Mr. Pham did was Mr. Pham developed all of these

9

numbers, such of which you are using, including a manual

10

sorting and counting productivity of 9 5 1 pieces per hour.

11

But that wasn't really a problem as far as others were

12

concerned, or even as Mr. Pham was concerned, because he

13

assumed that BRMAS would be very successful in the test

14

year, and he based his rates on that success, isn't that

15

true?
A

16
17

In

I don't see how that relates to the 9 5 1 pieces per

hour.

Q

18

All I am saying is that that wasn't - - the 9 5 1

19

pieces per hour results in a very high cost for processing,

20

since Mr. Pham, in effect, Mr. Pham assumed, did he not,

21

that

22

document that we have been looking at from Mr. Pham's study,

23

he assumed that the BRMAS coverage factor, net of rejects,

24

was going to be 85 percent.

25

whatever numbers he came up with that said, oh, yes, here is

--

okay, if you look at Table 1, page 10 of the

So, whatever he assumed, or
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1

the cost of manually counting and sorting something, didn't

2

really matter because he was basically assuming that there

3

would be very little manual activity in the

4

rates were in effect, isn't that correct?
A

5
6

--

when the

That doesn't address the credibility of the 9 5 1

pieces per hour.

Q

7

I am not

--

I just asked you a simple question.

8

Would you like the reporter to read it back so you could

9

answer it?
A

10

I think you can do it with a yes or no answer.

Yes, please repeat the question, recorder.

11

[The reporter read the record as requested.]

12

THE WITNESS:

13

counting hardly counts.

14

--

I would hardly say that manual
No, I disagree with the statement

the question.

I

BY MR. HALL:

15

Q

16

Well, let's get at it more directly.

Mr. Pham,

17

you will agree, won't you, used a BRMAS coverage factor of

18

85

percent?

19

A

Yes.

20

Q

What is your BRMAS coverage factor?

21

A

It is in the neighborhood of 14 percent.

22

Q

S o , it would be fair to say, wouldn't it, that

23

assuming a BRMAS coverage factor of 85 percent assumes that

24

there will be very little manual processing going on,

25

doesn't it?
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-

1

A

Correct.

2

Q

And using a BRMAS coverage factor of only 14

3

percent, as you have used, assumes that almost all of the
activity will be manual, doesn't?
A

A lot of it, yes.

Q

Thank you.

Now, let's get - - to close off this

area, you are familiar, because you have developed the costs

a

for nonletter sized BRM, you have developed the per piece

9

fee, is that correct?

10

A

Yes.

11

Q

And the cost for the per piece fee that you have

12

-.

developed is approximately .57 cents or so, isn't it?

13

A

Right.

14

Q

And is it true that that per piece fee cost

15

includes only the cost of counting?

16

A

That would be the cost of

17

count, yes.

18

Q

Thank you.

--

the end result is a

So, we have already been through, that

19

you didn't develop a manual counting productivity

20

separately, but you could have done so, couldn't you?

21

is not rocket science, is it?

22

23
24

25

A

This

I think another study would have had to have been

conducted, but, yes, one could have done that, yes.

Q

Okay.

But the study wouldn't take very long,

would it?

.-
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A

I haven't considered the timeframe, no.

Q

Well, you wouldn't have to, for example, go to the

top of the highest peak in the United States and measure
clerks counting at high altitudes and then compare them to
people in Death Valley counting at altitudes below sea
level, would you?

So, you wouldn't need a great deal of

unique site input for that?
8

--

9

A

Some field observations?

10

Q

Well, some people in the local Post Office.

okay, guys, ready, set, go

12

then develop something that was fairly representative?
A

--

Say,

click, with a stopwatch, and

11

13

-

some

Couldn't you probably get

As I indicated in my testimony, and my field

14

observations confirmed that manual sorting and counting is

15

indeed a very laborious process today, as it was 1990.

16

felt - - I did not feel the need to conduct a new study.

17

18
19
20

21

Q

I

But once again, if I heard your answer correctly,

you were observing sorting and counting?
A

Correct, because they are conducted

simultaneously, yes.

Q

Right.

But we have already agreed that it is

22

relatively impossible for a clerk to be counting at the same

23

time he is sorting into pigeonholes, isn't that right?

24

A

NO.

25

Q

That is not right?
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-

1
2

3

-

A

I observed sorting and counting occurring as a

discrete activity.

Q

Didn't you observe them as discrete activities,

4

plural, one activity which was sorting and another activity

5

which was counting, after the sorting had been completing?

6

A

That is not how I would have characterized it, no.

7

Q

Well, tell me, did you see clerks putting in the

8

pigeonhole for Commissioner LeBlanc and saying one for him,

9

and then one for Mr. Gleiman, and one for Mr. Omas, and now

10

two for Mr. Gleiman and, remember, I have got one for Mr.

11

Omas and one for Mr. LeBlanc, and I have got three for Mr.

12

LeBlanc, two for Mr. Gleiman, one for Mr. Omas, is that the

13

way it went?

14

head, doing a simultaneous operation of computing the number

15

at the same time the sorting operation occurred?

16

tell you, I want to meet this person.

17

the true rocket scientist to be capable of keeping all of

18

that in his or her head.

19

A

Was he actually, in his head, or she, in her

This has got to be

This person was actually part of the trip that I

20

arranged to Chicago with you.

21

those processing and distribution sites.

22

Q

Because I

She actually works at one of

And we were very hurt that you left us at the
But that is for another day.

And, so, she was

23

door.

24

keeping a running tabulation in her head as she was sorting,

25

a running count in her head as she was sorting to how many
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people?
A

As I recall, she had a pen or pencil in one hand,

with a pad.
4

5
6

_-

She sorted trays that were before her.

She

would make a notation of a count as she is sorting.

Q

Well, she would sort them.

I mean you have to

pick up the pieces and figure out who they go to, right?

7

A

Right. At the end of her

8

Q

Or were they already

9

A

At the end of the activity, her pad of paper had,

--

--

10

for one account, had a number of marks, because she is doing

11

a mark, a count, a sort, a mark, et cetera.

12

simultaneous.

It is

13

Q

So, she was doing this piece by piece?

14

A

That is correct.

15

Q

That just boggles the mind.

16

A

I was there.

17

Q

Well, okay, and that may have occurred in one Post

18

Office, but, you know, is that the way, is that the most

19

efficient way to operate?

20

A

That mail could certainly be more efficiently

21

processed, but, in reality, it isn't. I am reflecting the

22

true cost of these activities.

23

Q

And what was the average volume per account that

24

you saw?

Was this a customer with a few pieces, the normal

25

pieces that the Chairman receives?

Or was it somebody like
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-

1

2
3
4

A

As I recall, a number of these accounts were

receiving heavy volumes.

Q

And, so, by heavy volumes, you mean how many

5

pieces?

6

or is this when you were just there?

7

recalling from a trip you just made there, or is it the one

8

that you describe in the attachments to our interrogatory

9

request about the field observations that you conducted

10
11

12
13

-

KeySpan Energy receiving 2 0 , 0 0 0 pieces a day?

14

Because I believe you indicated you have no recall,
Is this what you are

before you came to your conclusions?
A

These observations were made in April of 1999, as

I indicated in my response to KE/USPS-T29-31.

Q

Okay.

Now, for the high volume people that you

observed here, how did this work?

15

A

HOW did what work?

16

Q

The mail showed up in trays, and it wasn't sorted

17

to, say, just low volume, several low volume QBRM

18

recipients, it was, according to you, sorted - - or not

19

sorted to any recipients, it was just a mish-mash of mail,

20

is that right?

21

22
23
24
25

A

I can read you my notes from that trip, if you

would like, in my response.

Q

Well, I mean you can certainly refer to your

notes, but I would like to have an answer to my question.
A

I will not read the entire response but I will say
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1

that on automation all BRM pieces that were addressed to a

2

five-digit zip code were aggregated.

-.

3

4
5

Q

Does that mean, are you using the term "five

digit" as a proxy for high volume?
A

No.

6

particular site were aggregated to the five-digit zip code

7

level on automation. They were aggregated into trays and

8

taken to the Postage Due Unit.
From there the sortation occurs.

9

.-

What I am saying is that all BRM at this

As I recall this

10

particular site had maybe, I observed the Postage Due clerk

11

sorting and counting maybe seven or eight accounts at this

12

particular moment in time.

13

of my notes it took her - - one tray required about 45

14

minutes to sort and count.

As I indicated towards the end

15

Q

One tray of how many pieces?

16

A

500 pieces.

17

Q

And that was sorted to how many different

18

accounts?

19

A

I don't have that information.

20

Q

Certainly not one account.

21

A

Correct.

22

Q

I think I am referring to the same document you

23

are referring to, and I am going to read you a portion.

24

said "My notes indicate that BRM for low volume customers is

25

sorted into cases by P.O. Box while a large volume . .
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I don't know why that was expurgated, but in any

1

2

event BRM trays are stacked in APCs.

3

Do you see that?

4
5
6

A

Okay. Yes, this was a different location than

what I was reading from earlier.

Q

8

describing?

9

A

11

_-

page that is the fifth page from the start of your response.

7

10

I am looking on the unnumbered

Okay, so that is a different thing than you were

Right.

.

This was at

I was describing

at Carol Stream, Illinois P&DC.

Q

Then in response to Part (h) you go on and

12

describe that again - - "BRM for low volume customers is

13

sorted into cases by P.O. box while large volume customer

14

BRM trays are stacked in APCs"

15

for the large customers, that is all their mail.

16

That is what you saw, wasn't it?

17
18

19
20

A

--

meaning that in the trays
Right?

In this particular location the mail coming off

automation was aggregated by a customer account, yes.

Q

Okay, and so then what the clerk needs to do is to

count them, is that correct?

21

A

That is right.

22

Q

Okay, and the counting process there is not

23

anything to do with simultaneously sorting. That is a one,

24

two, three, four, five, six, et cetera, et cetera, isn't it?

25

A

For that specific location, yes.
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1

Q

And for that specific location and any other

2

location where that occurs across the country you could have

3

developed a manual counting percentage, couldn't you?

4

A

Productivity?

5

Q

Productivity.

6

A

That could have been done, yes.

7

8
9

it unnecessary, as I indicated.

Q

Because you already had a number that included

sorting?

10

A

11

Mail, yes.

12
13

However, I felt

Q

The premium sorting associated with Business Reply

Right, of 951 pieces per hour. Well, Mr.

Campbell, I happen to have here some letter sized QBRM
that's envelopes that are addressed to Brooklyn Union, a

15

Keyspan Energy Company.

16

A

I think I have seen those before, actually.

17

Q

Well, that's interesting. Perhaps you can tell us

18

19
20
21
22

where you saw them.
A

I did pay a visit to Brooklyn, I believe it is the

Brooklyn Post Office.

Q

But this occurred this year, after you had already

written your testimony?

23

A

Correct.

24

Q

Right, okay. Now I would like you to accept

25

subject to check, just for illustrative purposes, that 951,
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1

pieces per hour if we are only talking about counting 951

2

pieces per hour, is the equivalent of approximately one

3

piece every four seconds.
So that the Commissioners can see what this means

4
5

first-hand, I will count and every fourth second after I

6

have said "Mississippi" I would like to put one envelope on

7

the desk.

8

9
10

11

A

Do you have trays that I could use?

do some sorting.

Q

NO, there is no sorting involved.

14

This is a high

volume customer.
MR. TIDWELL:

12
13

I do need to

Mr. Chairman, the Postal Service

objects.
If counsel wants to demonstrate that, I don't

15

think it is necessary to the process to have a demonstration

16

that counsel is suggesting.

17

The productivity that the witness has referred to

18

is for sorting and counting and to try to insinuate that

19

somehow the witness has applied it to counting is contrary

20

to the witness's testimony and I don't know what purpose

21

would be served by a demonstration seeking to measure or to

22

compare a 951 piece per hour count to in this context where

23

it is contrary to what the witness has testified to.

24
25

I don't know how we are going to enhance - - how
the transcript is going to be enhanced for those who are
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1

going to be reading it with counsel going "Go" and "Go" and

2

"Go.

3

MR. HALL: Very quickly, Mr. Chairman, the witness

4

has already agreed that if it is a high volume customer that

5

the mail comes in a tray already sorted to that customer but

6

he is still using a 9 5 1 piece per hour productivity.
CHAIRMAN GLEIMAN: Well, I am not sure exactly how

7
8

the transcript will be enhanced by this either, but I am

9

kind of curious and would like to see it just for a minute

10

or two, a brief time.
What I found most objectionable was the suggestion

11

12

that he was going to yell out "Mississippi" - - my colleague

13

over here wants him to yell out "Loo-si-yahl-na"and I would

14

prefer to yell out "Maryland." But go ahead if

15

"Mississippi" is the right one.

16

MR. TIDWELL:

17

MR. HALL: And I would be too, but I just, this is

L

I am with you on "Maryland."

18

what I learned as a child on my grandmother's knee and so

19

that is all I can say.

20

Are you ready?

21

CHAIRMAN GLEIMAN:

22

grandmother

23

comments.

--

Out of deference to your

I have deferred to mine frequently in

24

MR. HALL:

She taught me everything I know.

25

BY MR. HALL:
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Q

Are you ready, Mr. Campbell?

2

A

You want me to count these, correct?

3

Q

Well, I would like to have you hold them as if you

4

are prepared to count them and when I say four "Mississippi"

5

I would like you to put one down.

A

6
7

Could I make just a clarification before I do

this, please?

8

Q

Certainly.

9

A

That this activity typically requires moving about

10

the Postage Due Unit, removing trays from APCs, putting the

11

tray on a table, counting, et cetera.
It is not a matter of sitting at a desk and

12
13

counting envelopes. That is not what this captures.

14

15
16

Q

Well, it w i l l capture it for one tray, wouldn't

A

I would say no.

it?
You have to go get the tray.

You

17

have to unband it if they are banded for whatever reason.

18

There's a lot of activities associated with sorting and

19

counting.

20

Q

I am sure that there are a lot of activities

21

associated with sorting and counting and I am sure your

22

counsel will help you to explain all of that, but now let's

23

go and let's count these. Ready?

24
25

One Mississippi, two Mississippi, three
Mississippi, four Mississippi.
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One Mississippi, two Mississippi, three
I
.

Mississippi, four Mississippi.

You are getting ahead of me.

Two Mississippi, three Mississippi, four

Mississippi.
One Mississippi, two Mississippi, three
Mississippi, four Mississippi.
I think that is probably enough.

This is not just

a real rapid-fire operation, is it?
9

A

No.

10

Q

Thank you. Now one of the other categories to

11

which you applied the 951 pieces per hour productivity was

12

special counting machines, is that right?

13

A

Correct.

14

Q

Okay, and in response to Keyspan Interrogatory

15

T29-32, you provided as Library Reference 1 5 7 a

16

specification sheet for one special accounting machine that

17

the Memphis Post Office has on order, is that correct?

18

A

Correct.

19

Q

And if - - I'm sorry, it is Library Reference 257.

20

The specification sheet or the essence of that is also

21

available on the web for anybody including Mr. Tidwell, who

22

may want to access it while we are discussing this.

23

at www.opex.com.
In any event, do you have a copy of that in front

24

25

It is

of you?
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1

A

Not in front of me, no.

I

[Pause.I

2

BY MR. HALL:

3
4

Q

Now doesn't that Library Reference show that the

5

machine has a throughput of 3 6 , 0 0 0 pieces per hour with a

6

maximum load of 4 0 0 pieces?

7

A

If one were to continuously run envelopes through

8

this machine without stopping, yes, it appears that the

9

throughput is 3 6 , 0 0 0 pieces per hour

10

Q

11

can't you?

12

A

I'm sorry?

13

Q

You can keep

And you can keep on running pieces through there,

Would you repeat the question?
--

in other words the hopper takes

14

4 0 0 pieces, right, but you can keep loading letters into the

15

hopper as it is counting them, isn't that correct?

16

A

That is a possibility.

17

Q

Well, we called up the manufacturer and that is a

18

distinct possibility that was offered as a distinct feature,

19

that you don't have to wait until it's run through the 4 0 0

20

and then open up something and do it.

21

feed .

22

You can continuously

Now it also has a counter on it, doesn't it, so

23

that it will give you an LCD readout and gives you the

24

ability to set that at any particular level you want if that

25

is what you want, but it will also run up to - - I guess we
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1

were told a million pieces.

Is that your understanding?

2

A

I am not familiar with that particular figure.

3

Q

Okay.

4

But you didn’t inquire about that when you

got the Library Reference, did you?

5

A

Not specifically that, no.

6

Q

Did you call up the manufacturer and ask him any

7

questions about it?
A

8
9

I called the Memphis P&DC to ask them why they

actually ordered a counting machine and it is because their

10

old one, as I said before, has seen better days.

11

broken and they characterized it as - - well, their prior

12

machine was, in fact, a counting machine.

13

an envelope opener with a counter.

Q

14

It is

This is actually

I hope we are not going to insinuate into this

15

record the notion that you are going to be opening First

16

Class mail?

17

A

Of course not.

18

Q

Okay, so that is kind of irrelevant.

I mean it is

19

a feature but it is not one that you would use for this

20

application, is it?

21

A

Correct.

22

Q

NOW I think we have already agreed that for the

percent of the QBRM that you found or from the figures

23

10.4

24

you took from the 1997 study that were shown as counted by

25

special counting machines, you assumed the same PPH of 951
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1
2

as you used for hand counting, isn't that right?
A

That's correct because that involves a degree of

3

premium sortation which is not captured in any type of

4

sorting machine or counting machine rather productivity or

5

throughput.

6
7

8
9
10
11

12

13

14
I

15
16
17

18
19

20
21
22
23
24

25
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EVENING SESSION

1

BY MR. HALL

3
4
5
6

p.m.1

[6:00

2

Q

Well, what kind of sortation do you do on a

counting machine?
A

The QBRM pieces would have to be sorted to the

7

customer level, as I indicated, manually, sometimes on

8

automation before they are counted on such a counting

9

machine.

So, you can - - sure, you can run them on a

10

counting machine, but that doesn't incorporate the cost to

11

sort, the premium sort involved with the QBRM pieces.

12

Q

Well, if we are only looking for counting, the

13

cost of counting, then the cost of sortation is irrelevant,

14

isn't it?

I

15

If one were looking for a counting productivity,

A

16

then they would certainly look at something like you are

17

showing me, yes.

18

Q

Okay.

Now, why didn't you develop a reasonable

19

productivity based on the capabilities of special counting

20

machines?

21

A

Again, this type of study would not have

--

would

22

have required a lot of time, as you know, from looking at

23

the data I provided you.

24

counting machines, and when they do, they use them in

25

emergencies when they find their end of run counts

Very few sites actually utilize
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unreliable. You can't capture those types of things with a
cost study.

Q

Well, this is all something you learned

A

If I had done - -

Q

- - after the fact. Now, this is not something - -

--

you are telling me now they how used them, this is something

you only learned after you put in your testimony, isn't that
8

right?

9

A

10

are, out of the 10,000-plus sites that process BRM, they are

11

only used at a few sites.

I have always known that.

Q

Well, that is obvious from the 10.4 percent, isn't

14

A

Do you have the listing of 75 sites in front of

15

you there?

16

Q

12

13

-

I have always known that the counting machines

it?

I think there are four sites.

You also have the backup from the 1997 study,

17

don't you, and that would show you that there are relatively

18

few sites that use them, right?

19

A

Right.

20

Q

But, nonetheless, they are used for 10.4 percent

21

of the total QBRM, and that is not chump change, is it?

22

A

NO.

23

Q

Okay.

So my question stands, why didn't you

24

develop a reasonable productivity based on the capabilities

25

of these machines?

And I think your answer is, it would
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-

1

2

have taken time, is that right?
A

3

first sat down a couple of hours ago, my objective here was

4

to use current data to deaverage QBRM to the fullest extent

5

possible using reasonable methods, and that was my

6

objective, and I feel I have met the objective.

7

Q

Well, I expect I will be arguing this on brief,

8

but let me suggest to you that perhaps you or the person or

9

persons who assigned the task to you and gave you

10

instructions put unreasonable restrictions on what you were

11

going to do, in light of the costs involved and the

12

ambitiousness of the task that you were undertaking.
Now, didn't you - - you did, I believe, in response

13

.-

Again, let me refresh your memory back to when we

14

to one of our interrogatories, indicate that it was only

15

because you didn't have time, that you didn't have a chance

16

to study these things.

17

A

Can you point me to that, please?

18

Q

This will probably strain the capabilities of our

19

search and find system that we have here, but we will

20

undertake to do it.

21

you will, please.

22

specifically focusing you in on high volume QBRM, but after

23

all, that is what you are proposing a deaveraged rate

24

structure for, I mean that is what the Postal Service is

25

doing, and that is what you have developed costs for, isn't

Look at the response to T - 2 9 - 4 4 ( c ) , if

Now, there we were asking you, we were
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-

1

that correct?

2

A

Yes.

3

Q

Okay. And your answer is, in part, and I will

4

read it to you to refresh your recollection, "Given certain

5

time constraints with an impending rate case filing, I was

6

unable to conduct a study such as the one you describe."

7

And you even went further to volunteer the fact that "I

8

believe the data obtained from such a study could improve

9

the cost estimates presented in this rate case filing."

10

Now, let's go on to

11

questions on special counting machines.

12

would you accept, subject to check, that at least based on

13

this one counting machine that we have discussed, that the

14

counting productivity would be something like 25 times as

15

fast as the 9 5 1 pieces per hour that you assumed?

--

oh, I have one or two more
Would you agree or

I

16

A

I have no basis to make that estimate.

17

Q

I am asking you to accept it, subject to check,

18

and we will be happy to provide you with our calculations.

19

A

Subject to check, yes.

20

Q

And, so, also subject to check, that is equivalent

21

to about 10 pieces being counted per second, as opposed to

22

one piece being counted every four seconds or so as the test

23

that we

24

known as the Mississippi test that we just did, i s that

25

correct?

--

as the Mississippi, it shall now be famously

I am asking you to accept this - -

.-
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1

Yes, please note that this, the 951 does not

A

2

compare to this productivity you are referring to because

3

the 951 involves a premium sortation and counting. So, I
can't really make a comparison.

Q

Even though you have already agreed that counting,

special counting machines don't do any sorting?
A

-

Exactly.

There is a degree of premium sortation

8

before moving these QBRM pieces over to the counting

9

machine.

Yes.

10

Q

And that is not paid for in the First Class rate?

11

A

Not the premium sortation that I have talked

12

about, no.

13

Q

Okay.

Maybe this is a good time to ask you where

14

you in your testimony you have supported this notion of

15

getting something above and beyond the First Class rate for

16

what you are now characterizing as premium sorting?

17
18

19

A

I believe I have addressed that in a response to

an interrogatory.

Q

No, I am asking you where in your testimony it is.

20

If you are proposing to get money for premium sortation, I

21

would have thought you would have at least said so in your

22

testimony and said the reason, explained to the Commission

23

why this should be something different than the normal First

24

Class rate treatment.

25

testimony.

You confirm that it isn't in your
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A

I think it is implicit through my presentation of

2

the costs.

3

Q

-.

Well, would you look at your response to

4

KeySpan Interrogatory 30-H? How about part (e), there we

5

asked you the question, do QBRM recipients pay for sortation

6

and separation of their reply pieces down to the customer

7

level as part of the First Class postage they pay on their

8

reply pieces?

9

for sortation down to the customer level as part of First

10
11

-

Okay.

And you have said, yes, QBRM recipients pay

Class postage.
A

Above and beyond that which is required for an

12

Automation Basic Presort First Class letter. That is

13

contained in the same response.

14

Q

I see that, and that is the first time I have seen

I didn't see that in your testimony.

This is

15

that.

16

something new that - - this is a departure from the normal

17

concept that the per piece fee is to recover the costs of

18

counting, rating and billing.

19

have supported that in your testimony?

20

allowed to support - - well, I guess, I don't want to fight

21

with your counsel.

22

over that, so let me just move along. But it is not in your

23

testimony, right?

And I am asking you if you
Because you are not

I will have to fight with your counsel

24

A

It is in my cost presentation, yes.

25

Q

There is no explicit justification for it in your
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1

2
3
4

testimony, is there?
A

I didn't believe there would be so much ambiguity

as obviously has been the case, so, no.

Q

Thank you. Now, for the 8.9 percent of QBRM

counted by weighing techniques, you assumed the same
productivity as for hand-counting, namely, 951 pieces per
hour, didn't you?
8

A

Where are you looking now?

9

Q

Well, I am looking at your presentation.

10

-.

I'm sorry.
If we go

back, for example, to your Library Reference 160.

11

A

Okay, yes.

Please repeat the statement.

12

Q

For the 8.9 percent of QBRM counted by weighing

13

techniques, you assumed the same productivity as for

14

hand-counting, namely, 951 pieces per hour, didn't you?

15

A

That is correct.

I think you have

16

mischaracterized the - - you have just kind of lumped

17

together several types of weight averaging methods.

18

are three that I am aware of, some which are much slower

19

than others. There is a differential counting method, there

20

is a counting of identical pieces, and there is a bulk

21

weighing method.

22

that is sort of improper.

23

category.

24
25

Q

There

So, when you use the term 8.9 percent,

You can't lump them all into one

Well, I did lump them into the same category for

the reason that you applied the same productivity, namely,
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1

951 pieces per hour to each of those components of the

2

category, isn't that correct?

3

A

Yes.

4

Q

Now, why didn't you find or develop a reasonable

5

productivity based on the number of pieces per hour for the

6

various weighing techniques?

7

Again, building upon what I have stated before, a

I have again used available data to

8

couple of things.

9

deaverage, to the extent possible, the costs associated with

10

distributing, rating and billing QBRM pieces.

11

actually not available, that you are asking about.

12

-

A

Q

This data is

Well, you had some - - you were using the 951

13

pieces per hour as a proxy, I think you used that term,

14

didn't you?

15

A

16
17

Like Witness Schenk's methodology, that is how I

did it, yes.

Q

Right.

A l l I am not suggesting to you is perhaps

18

you had some other more directly applicable proxies that you

19

didn't consider. Now, I think we have already discussed the

20

fact that you were unaware at the time you wrote your

21

testimony of the 1987 BRM study, isn't that correct?

22
23

A

Correct.

I call that

--

I don't call that a

study, but, yes, I was unaware of that.

24

Q

Well, based on that study, - -

25

A

One site, yes, that was based on one site.

ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 2 0 0 3 6
ANN R I L E Y &

( 2 0 2 ) 842-0034

6172

1

Q

Wasn't the conclusion of that study that, on a
weight averaging was used for

2

nationwide basis, it was

3

over 50 percent of the pieces?

4

A

--

That was before BRMAS was introduced. Most pieces

5

were, in fact, brought in to the Postage Due Unit.

6

Automation was not really - - had not been deployed at that

7

point fully.

8
9

10
11

12
13
14

Q

Right.

And, so, then BRMAS was deployed, and

based upon the numbers that you are using anyway, BRMAS was
an abject failure, wasn't it?
A

BRMAS has certainly not lived up to the

expectations that the Postal Service would have hoped for.

Q

Right.

So, some people are using weight

techniques, right?

Even though BRMAS is in there.

15

A

A portion are using weight techniques.

16

Q

And for those people you had a productivity in

17
18

19
20

that study if you had known about it, isn't that correct?
A

I probably wouldn't have used it because it is

based on one site, again.

Q

Well, in terms of, if you want to look at weight

21

averaging, why would you l o o k

22

weight averaging rather than looking to hand-counting, which

23

is an entirely different operation, isn't it?

--

why wouldn't you look at

24

A

That is correct.

25

Q

And especially when you are looking at high volume
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transactions, isn't that correct?
A

That is correct.

Q

Okay. Now, regardless of the fact that you may

have found some reason not to like it, the 1987 BRM study
used a productivity of 6,390 pieces, isn't that correct?
A

Based on what you have indicated in the

interrogatory, yes.

Q

8

9

,-

And that is interrogatory, KeySpan Interrogatory

T-29-32(c), is that correct?

10

A

Yes.

11

Q

Okay.

And you had another proxy available to you,

12

and one that was a little more recent even, didn't you?

13

had

14

averaging of nonletter size BRM packets, wasn't there, in MC

15

99-2?

--

there was a productivity developed for weight

16

A

That is correct.

17

Q

And that is shown on Library Reference 160,

18

You

Schedule K-l?

19

A

Yes.

20

Q

And that productivity is 7,272 pieces per hour,

21
22

isn't it?
A

For nonletter size BRM pieces where there is no

23

way to process on automation, yes, that is the productivity

24

for weight averaging.

25

Q

Well, you have got 8.9 percent of the letters that
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1

you could be processing on productivity, you are counting by

2

weighing techniques anyway, right?

3

understand.

4

productivity?

-.

5

Is that an objection to using an available

Again, this is a productivity for, as you

6

mentioned to Witness Mayo, big, bulky, nonletter size BRM

7

pieces.

8

Q

That's absolutely right.

9

A

That is another, that is just another

10
11

-

A

So, I am not sure I

productivity.

Q

That's right.

So, wouldn't that be using that

12

productivity, wouldn't that be conservative in the sense

13

that it is a lot easier, isn't it, to weight and determine

14

the number of pieces if you have uniform letter size pieces

15

in trays than it is to weigh and determine a number based on

16

bulky parcels?

17

A

One could certainly take that approach.

18

Q

I am asking you not if one could take that

19

approach, I am asking you wouldn't it be less

20

be - - wouldn't you have a higher productivity, in other

21

words, it would be loss costly to use, apply weight

22

techniques to letter sized QBRM than it would be to apply

23

weight techniques to nonletter sized bulky packages, as is

24

done - - as was done in MC 99-2, and the Postal Service is

25

proposing to continue in this case?

--
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1
2
3
4

A

I would expect that productivity to be a

conservative productivity.

Q

And so then why wouldn't you have used that?

Or

will you agree now that that should be used?

5

A

That is one approach to this methodology, yes.

6

Q

And you would think that would be appropriate, an

7
8

9
10
11

appropriate adjustment to make to your methodology?
A

Again, one could apply this productivity and

perhaps obtain a reasonable estimate as weight averaging
productivities for letter size mail.

Q

Now, let's look at the remaining pieces.

NOW, I

12

think we are back to the

13

the 4 1 . 6 percent.

14

KeySpan Cross-Examination Exhibit XE-1.

15

misspoke, since we are talking about counting, I am talking

16

about 4 7 . 2 percent. Do you see that on the exhibit?

--

okay, now, we are back down to

If you look at what has been marked as
I'm sorry.

17

A

Yes.

18

Q

Okay. And there you assumed the same

I

19

productivity, namely, the famous, or infamous 9 5 1 pieces per

20

hour that we have been discussing would be applicable and

21

the appropriate productivity to use whether or not the

22

pieces are received in high volumes or in l o w volumes, isn't

23

that true?

24

A

25

Yes, that is the case because that is what

actually happens in the field. High volumes and low volumes

RILEY & ASSOCIATES, LTD.
Court Reporters
1 0 2 5 Connecticut Avenue, NW, Suite 1 0 1 4
Washington, D.C. 2 0 0 3 6
ANN

(202) 842-0034

6176

-

1

are not necessarily - - many times they are counted using the

2

same methods.

3

Okay. And, in other words, by virtue of your

4

assumption, you are assuming that the Postal Service

5

personnel will hand-count 4 7 . 2 percent of all QBRM letters,

6

whether or not they are received in high volumes or low

7

volumes, is that right?

8

9

-

Q

A

My understanding is that the Postal Service

postage due clerks will manually count 47.2 percent of QBRM

10

pieces.

11

aren't processed using automation, some high volume

12

customers aren't manually counted. There are - - there is a

13

wide range of counting methods used for a wide range of

14

customer account sizes.

15

Q

This is not to say that some low volume customers

I appreciate that.

But now we are just focusing,

16

we got back to down to - - let's try to keep on the same

17

brass tack here.

18

you used as the number for manual counting.

We are back down to the 4 7 . 2 percent that

19

A

Right.

20

Q

As the percentage, is that correct?

21

A

Correct.

22

Q

Okay.

And you continue to believe that this

23

assumption that high volume and low volume, there will be no

24

difference in the way that the mail is counted, that it must

25

be counted manually, that there will be no difference. Let
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me start again, please.
And you continue to believe, as evidenced in your
responses to KeySpan-T-29-4(d)and 44, that it is still
reasonable to make the assumption that there won’t be any
difference in the productivity for manual counting based on
whether or not it is high volume or low volume, is that
correct?
8

A

Again, I want to get the point across that - -

9

Q

I am sure you want to get a point across.

10

A

Yes.

11

Q

It is going to get a lot quicker if you say yes or

Manual - -

12

no, and then when you - - when it comes time for your counsel

13

to deal with redirect, he can explain how I have, you know,

14

led you astray and correct the record.

15

A

Well, I would prefer to explain my answers

16

carefully before responding yes or no.

17

CHAIRMAN GLEIMAN:

I think if counsel asks for a

18

yes or no answer to a question, he is right in regards to

19

what he can expect, and it is your counsel’s task to then

20

reconstruct things along with you later on in the

21

proceedings if he so wishes and you so wish.

22
23
24

25

THE WITNESS:

Would you repeat the question then,

please?
MR. HALL:

I would like to have the reporter read

it, if we could.
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[The reporter read the record as requested.]
THE WITNESS:

Correct.

BY MR. HALL:

Q

So, now, if we could, let's examine this

assumption that you are making and see how reasonable it is.
Suppose you are a postal clerk in the Postage Due Unit and
QBRM is brought in to you. And there is one tray that
8

includes QBRM for five different accounts, and there are

9

four trays that include QBRM for one account.

And for

10

purposes of what we are going to talk about, can we

11

understand that a tray has 500 pieces in it?

12

are different sizes.

I know there

13

A

Sure.

14

Q

But there are certainly trays that hold about 500

,-

15

pieces, is that right?

16

A

Correct.

17

Q

Now, since we have five users, five different

18

accounts in one tray, you would consider this to be probably

19

low volume QBRM, if it was roughly equal per account, right?

20

A

I would say so, yes.

21

Q

Now, for the case where one account is receiving

22

four full trays, that would be high volume QBRM, in your

23

mind, wouldn't it?

24

A

Yes.

25

Q

Now, is it your testimony that you, as the clerk,

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034

6179

-

1
2

A

At some sites that may be the case.

3

Q

Now, you are left with four trays with QBRM all

4

addressed to the same recipient. Will you hand-count those

5

letters as well?

6

A

At many sites, that would be the case.

7

Q

Well, wouldn't it make more sense in terms of

8

operations to, say, take 10 letters to get an average weight

9

and then divide the average into the total weight of all

10

four trays?

11

A

12
13

-

will hand-count the low volume pieces?

14
15

I wouldn't necessarily agree that it makes more

operational sense, no.
MR. HALL:

By the time we are finished here, Mr.

Campbell, you are going to love Brooklyn Union's QBRM.
CHAIRMAN GLEIMAN:

I think it is time to take

16

another break.

17

that has a car in the garage who was unable to lock the car

18

and take their keys with them should probably take part of

19

this 15 minutes to go down to the garage and retrieve their

20

keys and lock their car, or whatever else it is that the

21

garage attendant tells you to do.

22

what the rules are.

23

10:00, but we wouldn't want anybody to have to stay over

24

until Monday morning waiting for their car.

25

We are going to take 15 minutes.

Anyone

I am never quite sure of

Supposedly, there is someone here until

So, attend to what you have to attend to, and if
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-

1

you have got a car, attend to that, and we will be back at

2

quarter of the hour.
[Recess.1

3

CHAIRMAN GLEIMAN:

Counsel, whenever you are

ready.
MR. HALL:

Thank you.

BY MR. HALL:
8
9

-

Q

Okay.

So, now, Mr. Campbell, I am looking at you

over three trays of QBRM mail, letter sized QBRM, and I will

10

tell you that those trays contain, in total, 1,375 sealed

11

letters with inserts that simulate the typical return mail

12

that Brooklyn Union gets. And I want to get an

13

understanding from you of, in terms of logic, which would be

14

faster, to count that, have a clerk count that by hand,

15

namely, one piece at a time, or to simply take out 10

16

pieces, or 20 pieces, or whatever is an appropriate number

17

of pieces, put them on a scale, determine the weight and

18

then have the calculation of the number arrived at through a

19

weight counting technique.

20
21

A

Do you have that in mind?

I would expect that the weighing method is more

efficient from a time standpoint, yes.
Are we - - can I ask a question?

22

Are we assuming

23

this is the only BRM account at that site, or might there be

24

other high volume recipients at that site?

25

Q

This is the mail that has come in at that
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particular moment.
at that site.

There may be other high volume mailers

There may be other low volume mailers at that

site.

A

Okay.

Q

But as sort of a practical matter, wouldn't you

agree that there is a number, which is relatively low, where
it makes more sense to actually physically count them, as we
8

have been describing, just like you count cards or

9

something?

10

to determine the number of pieces based on a weight count, a

11

weighting technique?

A

12

-

But above that number, it is going to make sense

Well, the reason I asked the question earlier, if

13

this was a site with a number of high volume customers,

14

customer accounts, then this probably would be processed on

15

a BRMAS and automation so

16

most efficient metho

w2LxFp

plan type of activity.

So the

17

not be to weight this mail. The most
%
efficient method really would be, in the context of the

18

operations and the other

--

19

Q

I didn't mean to confuse you.

20

A

Okay.

21

Q

Once again, we were just talking about, remember,

47.2

percent that is going' to be all manual.

23

A

Okay.

24

Q

So, sort of by definition, the bar code, the BRMAS

22

25

this

or an EOR report isn't available, for whatever reason.

RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 2 0 0 3 6
ANN

(202) 842-0034

6182

A

Okay.

Thank you.

Q

So we are just dealing with the question of - -

your only choices are to count them by hand, one, two,
three, four, or to determine the number by weight, weighing
techniques.
A

From a counting method perspective, I expect that

the weighing would most likely be the most efficient.

From

a revenue protection aspect, I don't know that that is
9

10
11

-

necessarily what is recommended to the field.

I will just

leave it at that.

Q

Is that because you believe, or you have any

12

studies which show, that counting pieces one by one is

13

accurate, whereas, determining the piece counts based on

14

weighing techniques is not accurate?

15

16

17

A

I think manual counting is probably more accurate,

while weight averaging certainly takes less time.

Q

Okay.

But, again, that is just your own belief,

18

it is not based on any studies that the Postal Service has

19

done particularly, is it?

20
21

A

No.
M R . HALL:

Okay.

I think we are getting close

22

here, and I say that more so that other people won't start

23

throwing things at me than to be forthcoming with everybody.

24
25

But I have another document that I would like to
have marked as a cross-examination exhibit, and I believe
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1

this will be KeySpan Cross-Examination Exhibit Number 2.
CHAIRMAN GLEIMAN:

2
3

that Campbell-KE-XE-2. Whether that is correct or not, that

4

is how we started, so we will go down that path.

5

[Cross-Examination Exhibit No.

6

Campbell-KE-XE-2 was marked for

7

identification.]
MR. HALL:

8

9

-

To be consistent, we will make

If I may identify it for the record, it

is a two page exhibit, the first page of which is entitled

10

"QBRM Volumes and Counting Methods for Top 75 Permit

11

Account"

12

Through Fiscal Year 2000 (AP6). I '

13

BY M R . HALL:

14
15

--

Q

it should say "Accounts, Fiscal Year '99 (AP6)

Mr. Campbell, have you seen this exhibit before

already?

16

A

Yes, I have.

17

Q

And we e-mailed it to your counsel yesterday in

18

order to have you - - in order not to surprise you with it.

19

A

Much appreciated.

20

Q

Well, there are a lot of numbers here, and I want

21

to thank you in terms of the work that you have done to

22

produce the facts that are depicted on the second page in

23

particular.

24

believe, April 24 responses to KeySpan Energy Interrogatory

25

T-29-49, and specifically, if you look at the source

And those are taken from your revised, as of, I
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indication at the bottom, that was Attachment 2 to that
response. Do you recognize that data, or those data?
A

I recognize the first three columns.

I presented

the other data a little differently in my attachment, yes.

Q

Okay.

And we have added, I will tell you, I

believe we have added the total columns down below and the
total and percentage rows down at the bottom, and also the
8

total pieces on the righthand side. Okay.

9

converted the percentages you showed on your document to

10

We have also

pieces.
Now, I would like you to look also at this point

11
12

at Attachment 2 to Interrogatory Response 49, because I want

13

to see if I understand what you have given us here.

14

when you say that it is Fiscal Year ‘99 (AP6) through Fiscal

15

Year 2000 (AP6), that is a 12 month period, is that right?

First,

L

16

A

That is my understanding, yes.

17

Q

Okay.

In the column that you have, which is the

18

fourth column from the left, entitled “1996 Practices Study

19

Data,” you have an X appearing in certain - - next to certain

20

of the rows there. Am I correct that that is supposed to

21

signify the fact that the particular office participated in

22

that study in 1997 - - 1996?

23

A

Right.

It was actually FY ‘96, calendar year ‘ 9 6 .

24

That is correct, the X means that that postal site

25

participated in the Practices Study and the percentages in
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the corresponding row were received by that site on
questionnaires, or on a survey, yes.

Q

Okay.

I think I will get to that, and I have a

further question along that line in just a second, but in
the next column you have FY 2000 data, and where you have an

X there, is that to signify that a particular office didn't
participate in the 1996 data, but you obtained the data
8

through the PERMIT system and then supplied information as

9

to counting method based upon telephone interviews that you

10
11

-

or people under your direction and supervision conducted?
A

Right.

Let me clarify one thing, the account

12

volumes in the third column, those are all from the time

13

period FY '99 through 2000.

Is that understood?

14

Q

Yes.

15

A

Okay.

16

Q

Yes.

17

A

The Xs in the column FY 2000 data represent data I

18

obtained by telephoning each of these sites and inquiring

19

about their activities, counting methods for Business Reply

20

Mail.

21

Interrogatory Number 49, KE/USPS-T-29-49.

22

Q

These calls were made subsequent to your

Okay.

Now, do I understand, again, back to that

23

third column, that what we are talking about there is, in

24

each instance, one account?

25

A

That volume represents the total volume for one

.-
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account received by the customer identified in the customer
column.

Q

Okay.

A

For this year.

Q

Okay. And under the heading, the columns that

appear under the hearing "Counting Method, Customer Method,''
shaded, which doesn't appear - - happen to appear on this,
8

but it does, I guess, on the electronic version, if you have

9

an office that participated in the 1 9 9 6 Practices Study,

10

then I believe you have indicated that the percentages you

11

have supplied were the percentages that pertained to the

12

total office at that time, is that correct?

13

A

Correct.

14

Q

And the source of that information is what?

15

A

The Practices Study from FY ' 9 7 .

16

Q

Okay. And specifically in terms of the

17

see, it is

I

--

what is this, Library Reference

--

let's

--

18
19

Q

20

there?

21

that right?

22

A

I'm sorry.

23

Q

Which subheading in particular, or subdivision of

Okay. And which subheading or which table in
You have A through K and then L or something, is

24

that Library Reference is the source for this data, do you

25

know?
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A

The counting method percentages found in the table

corresponding with an X in the Practices Study column, those
percentages came from the Practices Study for that specific
Post Office or postal site.

Q

Okay.

And, so, if we wanted to find those

percentages, we would simply go to that Library Reference
and they would appear there?
8

9
10
11

A

Oh, I see what you are saying.

No, those were

underlying spreadsheets that were not a part of the
Practices Study or Library Reference.

Q

Now, where

--

I want to understand that if you

12

have, let's take the first one, first customer to have

13

participated in the 1996 Practices Study is customer number

14

82, I believe, at Post Office 6?

15

second row there?

Do you see that, in the

16

A

In the second row, yes, I see that.

17

Q

Okay. And you have an associated account volume

18

of 9.4 million pieces per year, is that right?

19

A

For that customer account, that is correct.

20

Q

That's right.

Then you have, for the office, you

21

have a breakdown of 23.5 percent manual and 78.5 percent

22

EOR, is that right?

23

A

I think that reads 76.5 EOR.

24

Q

Okay.

25

better than mine.

I will accept that, your eyes are a lot
Now, in terms of how this particular
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1

customer's QBRM is processed, you don't necessarily mean to

2

imply that it is exactly broken down into manual and EOR in

3

those percentages?

.-

4

A

Correct.

5

Q

And I suppose it could be in either percentage,

6

but probably in this case it would be more likely to be in

7

the EOR reports, isn't that right?

8

9
10

A

Probably so. Yeah, the Practices Study didn't get

to that level of detail.

Q

Okay.

I think you have - - okay. NOW, let me try

11

to describe to you what we have done on the page 1 of the

12

cross-examination exhibit.

13

from the bottom up.

First, for the - - I am working

14

A

Okay.

15

Q

But I am not dealing with percentages quite yet.

16

That data is simply the sum for manual, and for EOR, and for

17

BRMAS, and special counting machines and the weight

18

averaging categories that we have used based on the

19

assumption, which we have just indicated is probably, at

20

least in part, contrary to fact, that - - in other words, we

21

have applied the percentages that appear for the offices to

22

the individual customers, and I think we have agreed, like

23

in the case of number 2, that he could be not 2 3 percent

24

manual, but he is probably more likely to fall into the 75

25

percent that is EOR.

So we think we have been a little
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-

1

conservative in what we have done here, but at least that

2

was our intention.

3

A

Can I ask you a question quickly?

4

Q

Sure.

5

A

Did you apply, for those that

for those sites

6

that have FY 2000 counting methods, did you apply the

7

percentage just for the customer, in other words, the shaded

8

cell, to the account volume, or did you apply the

9

percentages across the site, which is what I have under

10
11

-

--

counting methods?

Q

Okay.

I guess what my expert is telling me is

12

that we didn't just use the shaded cell that you provided.

13

We used whatever you showed as the percentages for the

14

off ice.

15

A

Yes, okay.

16

Q

And was that correct, to be doing it that way?

17

A

Well, that would, as I said before, that would be

18

one approach.

19

Q

Okay.

20

A

I think the shaded cells would more accurately

21

reflect the processing of that particular customer account,

22

if you see what I mean.

23
24
25

Q

If you'd give us just one moment.

We're trying to

retrieve that data.
But while we are doing that, does it appear that
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1

we have tried to be fairly conservative in what we have done

2

by the way we have applied it since we didn't apply the ones

3

in the individual cells?

4

board, as it were.

5

A

Well, I think the most conservative approach,

6

perhaps the way I would have done it, would be to only take

7

the column FY 2000 data, since that is the most current

8

data, and use the current counting methods.

9

Q

Okay.

10

A

I think the Practices Study data when applied to

11

12

current account volumes may not

Q

Okay.

--

it's sort of a mismatch.

I appreciate that.

Well, now to get to some of these percentages,

13

....

We did apply them across the

14

which I would like to discuss with you, first, based upon

15

how we have done it here, which you say is a little bit of a

16

mismatch, this would imply for the 1996 data that for

17

example that you had 38 percent that was processed on manual

18

and that if you looked at the 2000 data, which I believe you

19

say is a little more current and representative, that even

20

applying it on the across the board basis that we have been

21

discussing you see the manual percentage decline

22

significantly, dawn to 13 percent.
Is that a fair conclusion based upon your review

23
24
25

of the data?
A

Or at least do you understand how we did it?

That is what the data - - I understand how you did
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1

it.
That is what it would appear to suggest.

2

3

Q

Now when we came up then to the total

4

column, we have totalled the information from 1996 and 2000

5

and I believe come up with a weighted average so that that

6

would show on a weighted average basis if we combined that

7

data that the manual percentage is really 22 percent.

Do you see that?

8

.-

Okay.

9

A

I see that, yes.

10

Q

Okay.

Now it occurs to us based upon the

11

presentation that we have here that - - a couple of things - -

12

that it looks like the level of manual processing is

13

significantly less than as shown in the

14

data that comes from the

the 1996

Practices Survey.

Is that probably a fair conclusion?

15

16

1 9 9 7 BRM

1997 - -

A

I wouldn't conclude that.

I have a couple of

17

things I might want to point out, but we can wait if you

18

would like.

19

Q

No, why don't you go ahead now.

20

A

Okay. The one thing that I noticed that I believe

21

it was late last night that I was looking at this analysis

22

for FY 2000 and I compared it to Attachment 1 of my response

23

to Number 49, KE/USPS-T29-49.

24

I noted that about a third of the customers that

25

are now part of the top 75 were not in the top 15 in 1998,
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1

in Fiscal Year 1998, so these particular Customers' volumes,

2

you know, in 1998, were much lower.

3

they may have had to use some sort of manual counting

4

technique or other nonautomated counting, so in a nutshell

5

many of these top 75 customers now are not top 75 customers

6

in FY '98, and so it is another mismatch.

7

and oranges, whatever you want to call it.

10
11

-

This is apples

One would really need to update all of these data

8

9

Because of that fact

and match today's volumes with today's counting practices,
such as the column FY 2 0 0 0 data.

Q

Okay, so that you think would be more realistic to

12

do and we would then apply the cells that you have provided

13

for u s , the percentages in the cells that you provided?

14

A

That would be more appropriate.

15

Q

Okay.

16

A

In other words, you are mixing a timeline versus a

17

volume mismatch that these percentages to me don't mean a

18

whole lot, as you have shown them at the bottom of the page

19

of page 1 of 2.

20
21

22

Q

Well, we have taken, I guess we have taken - -

which set of numbers at the bottom?
A

Most specifically the 1996 dataline, because you

23

are using '96 practices with today's volumes, when in fact

24

in 1996 that customer may have had little or no volume at

25

that site.
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I found a third

2

of the customers in the FY 2000 data were not among the top

3

75 in the FY ' 9 8 data.

4

Q

Right.

5

A

In addition, as I pointed out earlier, I think it

6

would be more appropriate to use the shaded cell across the

7

board, which

8

customer account.

9

percentages across for that representative of the entire

10
11

-

In fact, I did make a comparison.

1

--

that is the counting method used for that
I think it is inappropriate to use the

site for that one customer account.

Q

I'm sorry, I am trying to sit over here and look

12

at a computer screen and talk to you at the same time, but

13

let me see if I understand correctly.

14

Let's take on line I believe 16

--

I am still

15

working with your full annual number here

--

on line 16 I

16

believe you have Customer 8 4 at Site 47. He has 2 , 9 5 0 , 0 0 0

17

pieces and you have shaded in weight averaging at 80

18

percent.

So you mean that we should use weight averaging

19
20

for that entire 2 , 9 5 0 , 0 0 0 pieces?

Is that what you mean?

21
22

A

Exactly.

23

Q

Okay.

24

A

And likewise for, say, Customer 4 9 in line

25

4,

Office 2 1 , that particular customer uses an end of run
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1

count.

.-

2

Q

Okay.

3

A

Yes.

4

Q

Good. Right, so that although it says 80 percent,

5

for that customer it would be 100 percent?

6

A

Exactly.

7

Q

I got you.

8

confer .
[Discussion off the record.]

9

MR. HALL:

10

-

Okay. Just one second, if I can

I think based upon the witness's

11

answers, Mr. Chairman, I will not move that exhibit into

12

evidence.

13

even have more information forthcoming as a result of our

14

follow-up data request.

I believe that we can produce and perhaps we will

15

We can produce something that will be more

16

representative and put it in our own testimony, so I

17

withdraw that exhibit if it had ever reached any sort of

18

status at all.
CHAIRMAN GLEIMAN:

19
20

than the basis for questions that you may have asked.
It has not been offered up for either

21
22

transcription or evidence, so we will leave it at that.

23

MR. HALL:

24

BY MR. HALL:

25

It had reached no status other

Q

Okay.

I note here that, and I think for our purposes

RILEY & ASSOCIATES, LTD.
Court Reporters
1 0 2 5 Connecticut Avenue, NW, Suite 1 0 1 4
Washington, D.C. 2 0 0 3 6
ANN

(202) 842-0034

6195

-

1

what we really need is this Attachment 2 data, because it is

2

a whole year, at least you talked about certain of the

3

customers not being in the top 7 5 if you looked at the

4

earlier stub period, but I guess that could be attributable

5

to a variety of factors including seasonality of receipts.

6

Is that correct?
A

7
8

1 covers a nine AP period.

9

I wouldn't attribute that to seasonality but maybe just in

Attachment 2 covers a full year.

that customer didn't have a certain promotion going or

10

1998

11

they didn't, maybe they didn't exist.
There's just a variety of factors.

12

Q

13

-

Well, Attachments 1 and 2 both - - well, Attachment

Right, because I guess it is true that customers

14

will come and go, and as you say, in the promotion business

15

they will wax and wane in terms of their QBRM receipts.

16

A

That's correct.

17

Q

Good.

Now there are three customers in that top

for the annual period that we have been discussing on

18

75

19

Attachment 2 , for which you don't show any information, and

20

so we have excluded it.
But have you since gotten the information for

21

22

those customers?

23

A

No.

24

Q

Okay.

25

Perhaps I guess we have outstanding and it

will probably be covered when they respond to our follow-up
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1

data requests since that's asked for a lot more information,

2

so we will await that data.

The one thing I did want to discuss with you was

3

4

on this exhibit we have

5

show on there I believe is almost 183 million.

6

it involves only 75 customers, that is already well in

7

excess, isn't it, of the total volume that Witness Mayo had

8

assumed will convert to the QBRM service

9

volume QBRM service.

10

-

A

--

the total number of pieces you

--

That, since

to the high

Well, one thing we need to keep in mind, as you

11

and I just discussed, some of these promotion BRM pieces,

12

seasonality, that type of thing, those customers may not

13

choose the high volume option because it just may not make

14

sense for them.
They may get a million pieces one day and then the

15

16

rest of the year they don't get any.

17

customer, so the customer has the right to choose the low

18

volume option or the high volume option.

19

Q

It just depends on the

Oh, certainly, and presumably being economic

20

animals they will choose one that makes sense or dollars and

21

cents in terms of savings to them, isn't that right?

22

A

Absolutely.

23

Q

Right, so

--

and in the case of the customer that

24

you posit, the one who receives one million pieces in one

25

day, which I guess is possible or theoretically possible
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1

anyway, even for that customer it would make sense to have

2

chosen the high volume amount because he would still save

3

money as compared with continuing on as a low volume QBRM

4

customer, isn't that right?

c

5

A

I'm sorry, which type of customer?

6

Q

The one that you said receives a million pieces in

one day.

8

million pieces in one day and he receives a million pieces

9

total in one year, it would still make sense for him to

10

choose the option where he pays the fixed quarterly fee for

11

an entire year in order to achieve the lower per piece fee,

12

isn't that right?

13
.-.

For that customer, even though he receives a

7

A

Right, my point, and that was probably a poor

14

example of my point, but depending on a customer's specific

15

circumstances it may not be appropriate or it may not make

16

economic sense for that customer to choose the high volume

17

option but they have the choice again.

18

Q

Right.

19

A

Right.

20

Q

Okay.

21
22

I think we understand the operating

parameters there.
Let me ask you just a couple more questions to see

23

if I can get an understanding and perhaps even work with

24

your counsel and you to limit the data that you have to

25

produce in terms of the follow-up interrogatory which is
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1

numbered Keyspan T29-53.

2

[Pause.I

3

BY MR. HALL:

Q

4

I have got it right here.

5

sort of want to understand is the PERMIT system data versus

6

the CBCIS system data.
Are you familiar with both systems?

7

9

I am generally aware of both systems.

A

8

.-

One of the things I

I don't use

the systems but I am aware of them.

10

Q

Who does use them?

11

A

We have inhouse personnel that I make a request

12

and they will use the system to get the data I am asking

13

for.

14

Q

Okay, so that perhaps to refine our search

15

capability on this, to come to some reasonable and

16

accommodatable agreement on what can be produced we could do

17

that through some informal meeting, call it a technical

18

conference or whatever, if we can work it out with your

19

counsel.

20
21

MR. HALL:

I guess this is really directed to

Postal Service through Mr. Tidwell.

22

MR. TIDWELL:

The Postal Service will be happy to

23

sit down with counsel.

I would be delighted to be anywhere

24

but the hearing room next week and we'd be delighted to talk

25

to you on the phone after having an opportunity to confer
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1

with the managers of the PERMIT systems and the CBCIS system

2

to try to give you a sense or to give Keyspan a sense of

3

what data are available that are responsive to this request
and how timely they can be provided.
At this point the witness and I have not had much
opportunity to do anything other than pass this request on
to people we think have access to responsive information and

8

won't know until next week how much of this we might

9

actually be able to provide.

10

CHAIRMAN GLEIMAN:

I am pleased to hear that you

11

are going to try and work this thing out informally but I am

12

disappointed to know that you would rather be anyplace but

13

the hearing room.

14

15

I just can't understand.

[Laughter.1
MR. HALL:

I only have one more line of cross

16

examination and I actually think I am fairly close to my

17

estimate of the time that I made informally.

18

CHAIRMAN G L E I W :

19

MR. HALL: And let's see if we can't get it

20
21
22
23

Good.

wrapped up quickly.
It involves another prop, of course, since I like
to be dramatic whenever possible.
If I could ask my assistant - - my lovely

24

assistant - - who is wearing bangles

25

the witness.

--

to provide a sack to
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1

THE WITNESS:

2

CHAIRMAN GLEIMAN:

Everything is behind Door

2.

I

3

was going to see if there is something different behind Door

4

Number

--

MR. TIDWELL: We are going to object if he asks

5
6

the witness to climb inside the sack.

7

right now.

8

COMMISSIONER LeBLANC:

9

BY MR. HALL:

10

Q

Mr. Campbell, the sack that I am having passed to
sack which I think is routinely used for

you is a Number

12

nonletter sized BRM small parcels.

14

3

CHAIRMAN GLEIMAN:

Counsellor, just don't ask us

to include this cross examination exhibit in the transcript.
BY MR. HALL:

15
16

I'm going to state it

It's like Santa Claus.

11

13

-

A sack of money, I hope?

Q

Would that be your understanding, that sacks are

17

used to transport and weigh and count nonletter sized QBRM

18

of this type?

19

A

That's my understanding, yes.

20

Q

Okay.

Now I want to get some sense with you,

21

since I think it was probably just a question of perception,

22

of not having something concrete before you, but let me ask

23

you to accept subject to check that in that sack are small

24

nonletter sized parcels or simulated envelopes that would be

25

nonletter sized parcels, and that in that sack there are 112
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1

such parcels.
In the trays that you have already seen and are

2
3

sitting right here before you, we have, if you will recall,

4

1,375 pieces of letter-shaped QBRM.

5

numbers in mind?

Do you have those

6

A

1,375 pieces?

7

Q

Yes, versus 112 in the sack.

8

A

Yes.

9

Q

Now will you accept subject to check that in order

10

to have the same number of small or nonletter sized bulky

11

packages you would need 89 sacks like the one that is on

12

your table there?

13

A

Yes, subject to check.

14

Q

No, I didn't say that to get up to 10,000 pieces.

15

This goes to an interrogatory that we asked you, to compare

16

10,000 pieces of letter-shaped QBRM with 10,000 nonletter

17

sized QBRM.
So 89 sacks at 112 per sack would equal 10,000

18

19

pieces.

20

A

That seems reasonable.

21

Q

And in terms of trays

22

A

This reminds me of a Total Cereal commercial.

23

Q

This is getting beyond me, but - - and each tray

--

okay.

24

holds approximately 500 so that there would be roughly 20

25

trays that would contain the same 10,000 letter shaped
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1

pieces, right?

.-

Can we imagine 2 0 trays here, rather than the

2
3

three that are there?

4

A

Yes.

5

Q

Good.

6

comparison and we presented you with to agree with us that

7

it would be easier using weight techniques to determine the

8

number of pieces of letter shaped QBRM than it would be to

9

weight and count the 89 sacks of nonletter sized BRM

10

packages.
Do you recall that?

11

.-

Now I think we asked you based upon the

12

A

I do.

13

Q

Okay. Now imagining as you can that you have 89

14

sacks before you in 2 0 trays, does that seem reasonable that

15

it would indeed be much easier to count the 2 0 trays of

16

letter shaped mail, letter shaped QBRM than it would be to

17

count the bulky parcels?
I think it would be more - - you said more

18

A

19

efficient?

20

Q

Yes.

21

A

That sounds right.

22

Q

And therefore less expensive in terms of that

23
24
25

Less time-consuming, right.

particular activity.
A

Given the options, given which options?

manual and weighing?
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Q

Simply weighing the letters or weighing the

L

2
3
4

parcels.
A

Right.

I imagine it would be less time consuming

to weigh the letters.
MR. HALL:

Good.

Those are all the questions I

have. Thank you.
CHAIRMAN GLEIMAN: There is no follow-up, correct?
8

Correct.
[Laughter.1

9

CHAIRMAN GLEIMAN: Questions from the bench?

10
11

There are no questions from the bench.
Would you like some time, very little time

12
13

minutes is good

--

--

to talk with your witness about redirect?

14

[Recess.1

15

CHAIRMAN GLEIMAN: Mr. Tidwell.

16

MR. TIDWELL: Mr. Chairman, we have very brief

17

redirect.
CHAIRMAN GLEIMAN: We appreciate that.

18

REDIRECT EXAMINATION

19

BY MR. TIDWELL:

20

21

five

Q

Mr. Campbell, a long, long time ago you had a

22

discussion with counsel for Keyspan, it seemed like a long

23

time ago but it was earlier today, in reference to Witness

24

Kingsley's response to Keyspan Interrogatory T10-6.

25

In that question they asked Witness Kingsley to
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1

provide an estimate of percentage of First Class letters

2

that were sorted in incoming secondary for each year

3

included in her responses to parts (a) and (b) of that

4

quest ion.

1

She responded by indicating that the Postal

5

6

Service did not track operations by class and she went on to

7

say, and I quote, "Of the barcoded letter volumes, the

8

following are the percentages of letters finalized on

9

automation for incoming secondary operations for which

10

actual figures were available: FY '95, 78 percent; FY '99,

11

93 percent"

12

testimony at page 8.

--

and then she gives a reference then to

Now is it your understanding that her reference to

13
14

letter volumes in response to that interrogatory is letter

15

shape pieces of all classes of mail or just First Class,

16

Standard A, and Periodicals?

Is that consistent with your understanding?

17
18

19

20
21

22

A

My understanding is that refers to all classes of

mail.

Q

And therefore it is not restricted to First Class

or even QBRM?

A

Yes, that is my understanding.

23

MR. TIDWELL:

That's all we have, Mr. Chairman.

24

CHAIRMAN GLEIMAN: Any recross?

25

There is none.
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1

MR. HALL: And in conclusion - - no thank you.

2

CHAIRMAN GLEIMAN: Good choice.

3

With that, Mr. Campbell, your time served is up.
That completes your testimony here today. We appreciate
your appearance, your contribution to the record.
We thank you and you are excused.
THE WITNESS:

8

[Witness excused.I

9

CHAIRMAN GLEIMAN:

10

-

Thank you very much.

That concludes today's hearing.

We will reconvene Monday next at 9:30 a.m., and we

11

will receive testimony from Postal Service Witnesses Bozzo,

12

Degen and Van-Ty-Smith.

13

You all have a lovely weekend.

14

[Whereupon, at 7:39 p.m., the hearing was

15

recessed, to reconvene at 9 : 3 0 a.m., Monday, May 1, 2000.1
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